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         “If you read just one book on oil this year, let it be by Duncan Clarke, whose Empires of Oil is a stimulating mix of futurology, philosophy and realpolitik, with a dose of lateral thinking thrown in. Drawing on sources as diverse as Machiavelli and Gibbon, Niall Ferguson and Robert
            D. Kaplan, as well as lessons learnt from three decades as a leading industry adviser, Clarke challenges current assumptions
            about the future of oil. The result is a blast of fresh intellectual air that forces a radical reappraisal of the role of
            the commodity that shapes our lives, for better or for worse.”
         

         
         
         
         
         
         
         
         Michael Holman, former Africa Editor,Financial Times

         
         
         
         
         
         “Having known about Duncan Clarke’s intimate knowledge of the Asian and world upstream since the mid 1980s, it is no surprise
            to find in Empires of Oil a masterly rendition of our past, present and future in the global oil exploration and development game. State oil companies
            have seized many commanding heights, and private companies must adjust to new terrains. Clarke’s tour du monde tackles these issues with originality, new thinking and an unrivalled command of the complex strategies involved.”
         

         
         
         
         
         Dr Fereidun Fesharaki, chairman & CEO,
Facts Global Energy Group

         
         
         
         
         
         “Empires of Oil is not only the stuff of history but also reflects the titanic struggles going on here and now within the complexities of
            world oil geopolitics. Few are more qualified than Duncan Clarke to give us this erudite account of such a critical unfolding
            drama. A world class economist with extensive exposure to many empires of oil, his interaction with all the players in the
            global oil game over thirty years provides a striking vision from one of the best non-linear thinkers of our age.”
         

         
         
         
         
         Conrad Gerber, president, Petro-Logistics Ltd., Geneva

         
         
         
         
         
         “There is no one in the world untouched by the oil industry, as Duncan Clarke’s fascinating Empires of Oil shows, by unravelling the strengths and the weaknesses of the world’s oil companies and examining their adversaries in depth,
            in an intriguing story of how, one brick at a time, the modern barbarians have sought to subdue it, not only in the Middle
            East, but with initiatives arising from East Asia and holding many lessons for African governments.”
         

         
         
         
         
         Moeletsi Mbeki, deputy chairman,
South African Institute of International Affairs

         
         
         
         
         
         “A timely contribution to the debate on corporate oil as the world fast-forwards into an uncertain energy future. With characteristic
            iconoclasm, Clarke critically evaluates urgent challenges presented by geopolitical transformations, explaining why smart
            companies must change strategies, portfolio choice and tactics to survive. The old order based on large players exercising
            unbridled power around the globe is under siege from smaller, more nimble competitors, while state oil companies worldwide
            are redefining the rules of the global oil game, with resource nationalists and ethnic militia redrawing the oil map to restrict
            entry and reserve access for traditional players.”
         

         
         
         
         
         Barry Morgan, Africa correspondent, Upstream,the international oil and gas newspaper

         
         
         
         
         
         “With a wealth of knowledge derived from decades inside the world oil industry working with governments, national oil companies
            and players of all corporate types, Duncan Clarke draws unique and pertinent scenarios for global energy based on deep understanding
            and enlightening insights from history. A book to read, with lessons for all involved in petroleum and significant reflections
            on humanity’s oil and gas future.”
         

         
         
         
         
         
         
         
         John M. Albuquerque Forman,
former director ANP (Brazil Oil & Gas Regulatory Agency)

         
         
         
         
         
         “The author shows the rapidly rising power of growing multitudes of non-governmental organisations, as opponents of both the
            OECD’s ‘empires of oil’ and their developing world statist adversaries, so adding yet another complexity to the future of
            international oil.”
         

         
         
         
         
         Peter R. Odell, Professor Emeritus,
Erasmus University, Rotterdam

         
         
         
         
         
         “With extensive understanding of global oil, Duncan Clarke’s Empires of Oil offers a clear picture of the changing new game
            – demonstrating key trends and increasing complexities arising from the presence of new players, producers and consumers,
            guided by self-interest. A book of value for serious and casual readers, and an important reference work for years to come.”
         

         
         
         
         
         Robert E. Ebel, Senior Adviser Energy,
Center for Strategic and InternationalStudies, Washington DC

         
         
         
      

   
      
         
         
         Praise for Duncan Clarke’s previous book,
The Battle for Barrels

         
         
         
         
         “The Battle for Barrels says we should take warnings of impending Armageddon with a pinch of salt … a useful corrective to Strahan’s argument that
            the end is nigh.”
         

         
         
         
         
         Guardian

         
         
         
         
         
         “… such a welcome addition to what has largely been a one-sided debate outside of energy industry circles. Clarke, well known
            as a leading corporate strategist within the industry, is well equipped to provide a clearly reasoned and balanced response
            to the gloom and doom predicted by peak oilers. Clarke’s book may be the best overview of the lobby written by either friend
            or foe … an optimistic alternative to peak oil Cassandras.”
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            In writing this book I have drawn on over thirty years of encounters with a wide variety of people working in various capacities
               and at diverse levels in developing worlds both inside the global oil industry and without. Many knowledgeable individuals
               have, not always wittingly, helped to shape the ideas on which this treatise is based. The core notions come from reflection
               over the years on the history of oil and an experience of the societies in which my work in the industry has been conducted,
               over 100 in all, as well as from discussions with people from many walks of life. None of these people is responsible for
               any errors of commission or omission that may be found in this text.

            
            
         

         
         
         The argument of this book is informed by the disciplines of economics, social science and grand strategy, as well as petroleum
            economics. Several fine historians have provided inspiration over many years, together with a range of writers, thinkers and
            individuals met by chance – some from disciplines or professions far beyond the realms of either economics or the oil industry.

         
         
         
         
         There is a natural tendency to view the world only from our own perspective. When this viewpoint is supplemented by the findings
            of research, there is a temptation to conflate the outcome with objectivity. To counter this tendency, it may help to disclose
            some personal aspects that lie behind the thinking of this book.

         
         
         
         
         The experience of growing up in landlocked central Africa during turbulent times and then travelling widely across the developing
            world has provoked awareness of the dramatic sweep of historical events over the past half-century. Although it has always
            been clear that the fates of empires, nation states, governments and corporate oil are intertwined, it has taken time to distil
            the essence of the relationships between them. While these interfaces change continuously, it seems there is also something
            umbilical and timeless about them.

         
         
         
         
         Some exposure in early days to the history, literature and mythology of ancient Greece and Rome, augmented by an interest
            in the dramas of the ancient world, has induced a sense of recurring paradigms. Historiography can appear to be timeless:
            the ancient world provides models that may illuminate our contemporary world.

         
         
         
         
         
         
         
         Background inevitably shapes outlook. This has been true for all those involved in the oil game, including its historians.
            Where we sit often reflects where we might stand. From this point of view, nomadic life has proved an advantage. Travel to
            over 100 countries during the course of four decades has provided multiple prisms through which to view the divergent societies
            and diverse views that make up our contested worlds. This experience has provided a panorama to distil a multifaceted account
            of the drama of the modern oil game.

         
         
         
         
         Central to this book is the unfashionable but historical notion of “barbarians”, used in an analogy drawn from the ancient
            world. The thesis is likewise informed by a strong personal sense of what it means to be a barbarian in modern times. This
            follows from an upbringing in Zimbabwe (then Rhodesia), where my family was implanted in the late 19th century. Many members
            remain, though many more are now dispersed across the world. My own wanderings over the past 30 years and more were induced,
            one way or another, by Africa’s rapid and uneven decolonisation, its acrimonious state conflicts within declining empires,
            experience of mandatory UN economic sanctions and exposure to its most circumscribed oil regimes. In the process my world
            became one of protracted civil war, several regime changes, subsequent political dramas akin to (and, for many, worse than)
            ethnic cleansing, and the implosion of social and economic order.

         
         
         
         
         
         
         
         Much time, especially during the 1970s and 1980s, was spent working in all parts of Africa and most of the rest of the developing
            world, areas that were ruled by flawed and unstable regimes. All this has proved highly instructive for understanding the
            rivalries between the great powers and the struggles of nation states to keep above the shifting water line of survival. Most
            states were then allied to one great power or another, whether Sino-Soviet or Western (non-alignment being either a fiction
            or a fantasy). Guerrilla wars, rebellions and complex social conflicts abounded, and several continue.

         
         
         
         
         
         
         
         Such experience provided exposure to many modes of subsistence existence. An understanding of what I have termed “barbarian”
            worlds was essential for survival. The impact of direct experience about the “Other” proved raw and profound. It clarified
            vexed issues of social identity, generated insights into the complexities of divided and ethnic-based societies, and encouraged
            an appreciation of others’ perspectives and their conditions of survival.

         
         
         
         
         For over a decade during the last years of the Cold War, I worked in Geneva. This provided rich opportunities to learn from
            observation, and offered encounters with many of the adversaries. There was direct experience inside the UN as an economist
            working on and in Africa, especially through advisory work in economics, development and finance for some of its principal
            agencies. Part of my brief was to analyse the economics of weak states (then called least developed countries) within the
            context of tense third-world geopolitics, complete with the impacts of economic sanctions on selected pariah states. This
            period involved encounters with rebels, some armed and dangerous, and even the practitioners of espionage, which in that environment
            was rife.

         
         
         
         
         
         
         
         Discovery of the world oil industry followed from the time that I spent examining its history and corporate strategies within
            the much-divided and contested African continent. There political upheavals, coups, military regimes, one-party states and
            various brands of socialism were all the rage while, at the same time, Western interests were never far away. Rivals were
            often locked in long, hot, proxy wars.

         
         
         
         
         Thereafter came almost a decade working in joint ventures for and later with Petroconsultants, then the leading consulting
            and technical firm in the world oil industry. This provided privileged vistas on the global exploration game and the opportunity
            to meet numerous corporate executives, individuals, companies and government players who were shaping the upstream oil industry
            around the world.

         
         
         
         
         Over the past 20 years, as chairman and CEO of Global Pacific & Partners, there has been the privilege to encounter a multitude
            of movers and shakers in the hydrocarbons industry. Our private advisory firm is a global business active in all continents.
            It brings us regularly into direct contact with the top players in government and corporate oil, each with their unique interests,
            diverse bodies of knowledge, and widely varying histories and perspectives. Some of these individuals may recall our discussions,
            others will not. Over the years these encounters have included some state presidents, OPEC dignitaries, numerous oil ministers,
            a range of chief executives, multitudes of government oil officials, many senior exploration executives, and technical managers
            from virtually all the key companies in the western world – and many beyond, including those still shaping the world oil future.

         
         
         
         
         
         
         
         All this has occurred across several decades of great oil industry transformation, corporate restructuring, portfolio adjustment
            and serial crises in world affairs. The representatives met from corporate oil have included all sorts – the irreverent, the
            uninitiated, the powerful, the knowledgeable and the flawed. On the other side have been many leading players from governments
            and national oil companies in Asia, Africa, Latin America, the Middle East and Russia, along with their counterparts in the
            Western world. These parties hold divergent world views, some antithetical to the models espoused in the West. Some may be
            classified under the rubric of “barbarians” as deployed here – though I use this term with much respect.

         
         
         
         
         
         
         
         The terrain of barbarian worlds has long held a deep fascination, stemming from research into development, before “discovering”
            oil, conducted on plantations, among indentured contract workers, in peasant villages and in urban shanties in several African
            countries. The economics of masters and servants was one such interest, and apposite to the Roman/Barbarian model. This experience
            involved wide exposure to theories and ideas that have been developed to interpret this complex social and political arena
            as well as, later, this shadow side of the global upstream business built in and around developing worlds. These domains,
            in which issues of survival are confronted with many, sometimes sophisticated, counter-strategies, are in complex ways connected
            to the world energy industry. Their fragmented demimondes and shadow economies manifest a deep sense of shared yet also divided interest. Such optics now shape important parts of the
            world oil game within an industry that is probably the most integrated of global cultures.

         
         
         
         
         
         
         
         It has been my great fortune to have met in recent times Professor Peter R. Odell, an economist of distinction on global oil
            matters and one architect of the best analytical works on world oil, spanning a publishing period on the economics of oil
            from the 1960s. There is no one still active in this game with such a distinguished pedigree, achievement and longevity. Many
            cogent comments received from him, with much gratitude, have helped correct some initial errors and clarified the arguments
            made, all of which (flaws and faults inclusive) remain in no manner attributable to anyone other than the author.

         
         
         
         
         Not all parties will concur with the perspectives expressed in this text, and hence it is accepted that some subjectivity
            has been unavoidable. The observations made on the oil game are not intended as sceptical or pessimistic. The former can be
            a valuable vantage point from which to judge complex oil games. The latter may merely reflect discovery of the actual conditions
            often found.

         
         
         
         
         
         
         
         I deeply appreciate the contribution of my publisher, Profile Books. Even before they had published my preceding book, The Battle for Barrels, in early 2007, Andrew Franklin (publisher and managing director) and Daniel Crewe (senior editor) committed to forging ahead
            with this new look at understanding the global oil game. The skilled team at Profile Books had much to do with the final outcome.
            Many thanks are due to them all. Anthony Haynes has once again worked on the shaping of this text, deploying a sharp insight
            into improving its format, with dedicated editing providing great clarity. Once again I have much appreciation to render for
            these sterling inputs.

         
         
         
         
         Some of the core ideas in Empires of Oil were first articulated in our strategy briefings conducted around the world over the past two decades, and I have drawn in
            part on recent private research, not in the public domain, conducted over the years for Global Pacific & Partners. Many thanks
            as always are due to the fine team in our company, who over many years have built our worldwide industry relationships with
            corporate and government players in the international exploration business. They may not know it, but without them this work
            would not have been possible.
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         Introduction

         
         
         
         
         
            
            A complex global oil game is afoot, one that has always been there and is now, more than ever, in the mind of the public at
               large. It is contested by many parties including corporate oil, nation states, governments and national oil companies. They
               have been joined in the game by a plethora of private and social interests, more or less organised, each either holding or
               claiming a stake in the world oil patrimony.

            
            
         

         
         
         Changes within and around the oil industry form a vast dance from which the future of our societies will emerge. Understanding
            the pattern of this dance is crucial to understanding the world’s economic, political and social futures. The task of this
            book is to provide new perspectives with which to interpret the dance. It will examine not only the American empire of oil,
            but also several competing, emerging empires – as well as what has been termed above the “barbarian” polities to be found
            within and beyond those empires. In attempting this task, we shall seek help from a number of intellectual guides. They include
            two famous thinkers who, though much revered, are not normally thought of as authorities on, but whose insights and seminal
            ideas might be relevant to, the world oil industry: Niccolò Machiavelli (1469–1527) and Edward Gibbon (1737–94).

         
         
         
         
         The analysis here is informed throughout by the idea of empire. Through the course of history there have been numerous such
            entities, many without recourse to oil – though since its discovery, oil has become a key ingredient in their rise and fall.
            Today petroleum is central to the workings of the forces shaping grand strategy – to the rivalries between great powers, the
            pressures on the American empire, the Kremlin’s energy strategy, the emergence of China and its voracious state oil players,
            India’s renaissance, the traditional oil giants of the Middle East (Saudi Arabia, Iran, Iraq) and the mini-empires of oil
            now found in Africa, Latin America, Central Asia and elsewhere.

         
         
         
         
         
         
         
         History, of course, is an essential guide to the interpretation of the past, present and future shape of the world oil industry.
            Yet it has distinct limits. We need a prism through which to view the divergent forces involved in global oil. This, as shown
            especially in Chapter 1, is where we may learn from that preeminent observer of human affairs and statecraft, Niccolò Machiavelli.
            By following and adopting his vision we will seek to expunge much subjectivity from this study and to achieve a more neutral,
            dispassionate, ruthlessly objective picture of the global oil game.

         
         
         
         
         
         
         
         Part 1 uses the notions of Machiavelli as a lens through which to view many of the myths and models that have been advanced
            to explain the world oil game. Some of these are found to be instructive, others faulty, but all may have some use as foundations
            on which to build a better framework of understanding. The emphasis here is on reviewing how explanatory ideas have been used
            to construct an understanding of the complex puzzle that forms the world oil game and also on discovering whether a rather
            more overarching view of that puzzle, especially for the 21st century, can be constructed than has hitherto been achieved.

         
         
         
         
         The concept of empire, with its many modern adaptations and revisions, is considered a template for the world oil industry:
            past, present and future. Whereas the images and analogies drawn from the Roman and subsequent empires were bounded in geography
            and sometimes shifting physical limits, our empires of oil find their roots in heartlands connected to worldwide oil domains
            controlled by the former.

         
         
         
         
         The original oil empire was a personal dynasty, which John D. Rockefeller transmuted into a corporate behemoth that – along
            with private competitors, later aligned in combination as trusts – came to dominate the world oil market. From these beginnings
            evolved the famous Seven Sisters: Exxon (Esso), Shell, BP, Gulf, Texaco, Mobil and Socal (later Chevron). Together they provided
            the life-blood of the Anglo-American oil world and, in due course, of the American empire itself.

         
         
         
         
         Part 1 also considers the so-called “oil curse” and the nexus of oil, social conflict and war. Both have shaped empire. Oil
            and war are often assumed to be linked, causally and inexorably. We examine their relationship and implications for the future,
            as well as complex interactions between corporate oil and world poverty, both much in the public’s mind.

         
         
         
         
         Part 2 focuses on the contemporary Western corporate oil game and the challenges provided by the rise of resource nationalism
            and of new empires of oil. Corporate oil, including what is often termed Big Oil (denoting the large super-majors) but which
            also refers to a long corporate tail of smaller companies drawn from around the world, faces a struggle to survive and succeed
            within a much changed, bounded world. There are new empires of oil emerging that challenge the old order, with a paradigm
            shift already in process. The focus in particular is on how corporate oil’s ambitions have clashed with the diverse, active
            – and growing – threats emanating from new state oil companies and their resource-nationalist governments. These competitors
            and threats are found operating inside complex developing-world environs controlled by barbarian polities. This will make
            for a rougher ride into the future for corporate oil.

         
         
         
         
         The rise and erosion of Western empire was the dominant saga of the late 20th century. In this light, Part 2 identifies the
            empires of oil that have emerged since the end of the Cold War, now evident in fractious energy developments involving Russia,
            China, Iran, the Middle East and many new oil-rich “pretenders” across the world. The competing empires, states and allied
            national oil companies form a vivid moving collage in the upstream oil world (the term “upstream” denoting that segment of
            the industry concerned with exploration, discovery and hydrocarbons extraction). Are the changes observed in the oil world
            merely cyclical or do they entail now some more permanent shift towards a new paradigm?

         
         
         
         
         
         
         
         No discourse on empire can afford to ignore the barbarians, the alter egos of the dominant oil powers. Much of the world’s
            residual oil patrimony lies outside old empires in the developing world. An understanding of barbarian worlds is therefore
            critical to an assessment of contemporary and future oil landscapes. The barbarians with whom the Roman Empire was forced
            to engage comprised a number of distinctive peoples, each with its own social order yet many with a common interest in assaulting
            the empire. The same is true of a plethora of barbarians in the oil game today.

         
         
         
         
         Part 3 highlights how these barbarian worlds have been a focus for forces found inside the old empires of oil: pressures coming
            from what are termed the “modern barbarians”, informal or organised non-state entities opposed to corporate oil and some hostile
            to Western interests. It highlighted certain aspects of the barbarian world’s struggle with corporate oil – in particular
            the role of modern ideologies (especially that of anti-globalism) and of certain non-governmental organisations (NGOs) – and
            the various strategies used by oil companies in self-defence. Many of these modern barbarians, some with long historical roots,
            are often declared enemies of corporate oil, Western oil interests and the hydrocarbons industry. We ask: Who are these opponents,
            how are they organised and what is their agenda, in what manner are they shaping corporate strategy and portfolios, and how
            might corporate oil respond to ensure survival?

         
         
         
         
         Part 4 surveys the clash of cultures embroiled in the rival empires of oil. It offers a judgement on the global future of
            corporate oil and its Western anchor states, including the American empire of oil. It considers the question of corporate
            oil’s survival and some implications for the West. There are new oil rivals in ascendance. They bring with them new difficulties
            for the companies that plough the exploration and development furrows, but also the potential at times for new partnerships.
            Has corporate oil yet found the best way forward? If not, what are the implications, and what would be the impacts for the
            West if the great oil game was “lost” – if indeed there is any end-game in oil to be expected?

         
         
         
         
         Finally, it is worth adding a comment concerning Peak Oil. Although the issue surfaces from time to time inside the world
            oil debate, it is not considered the key element explaining the global oil strategy taking place, nor can it account for the
            initiatives of great oil powers and their manoeuvres. It is not that the matter is unimportant. Rather it is because it has
            already received a complete treatment in my book The Battle for Barrels: so to cover the issue again would seem otiose.1 

         
         
         
      

   
      
         
         
         Part 1

GLOBAL OIL GAMES

         
         
         
         
         There are many distinguished works on the world oil industry and its history. Many scholarly studies provide insights on the
            historic shifts shaping hydrocarbons, the players and personalities, the geopolitical forces and the commercial issues encountered
            in a host of countries endowed with crude and fossil fuels. Yet much in the contemporary world oil experience awaits explanation.
            We lack any overarching model, based on fundamental concepts, with which to explain the complexities of the global oil industry
            over time and to anticipate its future.

         
         
         
         
         Here we consider the most enlightening visions and ideas yet to emerge from the literature generated from within and outside
            the industry. The emphasis throughout will be on the search for a new architecture of interpretation.

         
         
         
         
         Though many distinguished works have emanated from the industry, they exhibit certain limitations. Typically, they abstract
            from wider grand strategy between world powers and societal conditions in developing countries, or restrict themselves to
            narrowly defined periods of time. Few of them seek to provide any coherent theory of the dynamics of world oil history. An
            exception is world oil market theory, its central weakness typically an abstraction from realpolitik and usual focus on variants
            of neoclassical economic models, many concerned with OPEC/ non-OPEC oil supply or producer and consumer OPEC/OECD market patterns
            of supply/demand dualism.

         
         
         
         
         From beyond the industry, works have issued from a variety of traditions, including historiography, economics, military studies,
            the annals of diplomacy and statecraft, and even conspiratorial sources. Often they view oil in isolation from geopolitics
            and the shifting grand strategies that have shaped our oil-based civilisations – either that or they have been tied inexorably
            to just one of these anchors. Yet modern human societies are not wholly separate from their oil and energy environs. There
            is, indeed, much symbiosis between them. And these environments are not static but shift with the tides of history.

         
         
         
         
         To bring together the disparate views that have been advanced, a vantage point is needed – one from which we may “see” at
            least the past and the present equally. We need to resist being seduced by the many partisan views on offer. Down that road
            lie subjectivity, preference, passion and distortion. The question, then, is where to look for a framework perspective capable
            of encompassing the complexities of the global oil game.

         
         
         
      

   
      
         
         
         1

Machiavelli’s prism

         
         
         
         
         Having spent three decades in research and advisory practice on the global upstream industry – watching vast shifts in the
            oil game, the rise and fall of states, the comings and goings of oil companies, and paradigm changes in geopolitics – I have
            learnt to appreciate the virtues of ruthless objectivity. This, in turn, has led me to understand the importance of strategy
            in the global oil game.

         
         
         
         
         This study suggests that the ways of “seeing” developed by Niccolò Machiavelli may be the best with which to observe the oil
            world. Our culture has, of course, given Machiavelli a bad press. The adjective “Machiavellian” carries negative connotations,
            having come to mean something akin to “devious, manipulative and untrustworthy”. In fact, as author Michael White has demonstrated,
            Machiavelli has over half a millennium become the West’s most misunderstood, yet most widely read, thinker.2 Only the Bible in the Western world has probably been read by more people over a longer period of time. The reception of the
            works that Machiavelli produced from the labyrinthine world of the Medici court in Florence (complete with its feuds with
            rival statelets) has come over the years to span many cultures across the world. It is in those areas with which this book
            is most concerned – strategy, statecraft, diplomacy and historiography – that Machiavelli became most distinguished. The wisdom
            offered in such works as The Prince is not that of any evil, so-called “Machiavellian”, adviser.3 Rather it may be characterised as the fruits of honest, harsh, forceful, uncomfortable, provoking and acutely perceptive thinking.

         
         
         
         
         Machiavelli lived in Florence at a time of dramatic cultural upheaval involving a complex tangle of power games, business
            interests and military ventures centred on the Medici family and court in the environs of competing statelets. Machiavelli’s
            diagnoses, derived from his understanding of ancient and contemporary history, integrated an understanding of myriad interrelated
            concerns: Florentine society, its secrecy, power games, bureaucracy, periodic wars, fickle human behaviour, statecraft, rebellions,
            the workings of the Holy Roman Empire and the foundations of the political order.

         
         
         
         
         A hallmark of Machiavelli’s thought was its thoroughgoing realism. He sought to describe the world as it was, rather than
            as how some either imagined or hoped that it might be. He judged morality in relation to results rather than intentions, ideological
            correctness, or posturing. The key question at all times was how to maintain the state. For Machiavelli, understanding the
            state entailed an appreciation of diversity, transitions over time, the frailty of the social order and inner social weaknesses.4 Piety was ruthlessly exposed as a mask for that well-known driver of strategy: self-interest.

         
         
         
         
         Here the diagnosis draws on Machiavelli’s vision both for its general virtues and for its particular applicability to the
            oil world. Let us now begin to survey that world through Machiavellian eyes. It is a world bathed in controversy and contentiousness.
            Large areas of the world’s oilfields and frontier zones operate under pre-modern conditions. Vast differences exist between
            societies there and Western society, from which most of corporate oil emanates. The political regimes involved in today’s
            oil game provide examples of virtually every type of political order that has littered the history of the past 500 years,
            including semi-feudal, pre-modern, dynastic, authoritarian, cruel and primitive. Our global matrices today transform themselves
            as this mix of states adjusts to the phenomenon of globalisation. It is inside the world of oil that this process has been
            most pronounced.

         
         
         
         
         Corporate oil circulates within and around these shifting political and societal vortices, accompanied by a mixture of diplomatic
            initiative, hard-edged power, military force, social conflict and sometimes war. Secrecy and subterfuge have long been involved
            in the evolution of this hydrocarbon world. Despite the clamour for transparency and responsible governance, these phenomena
            will not disappear. As social formations come and go the disputatious search for control and ownership of oil continues. Regardless
            of spin produced by public relations departments, human frailties abound in the leaderships of both governments and many state
            companies. Diplomacy and statecraft continue to shape the world oil order and to influence the shifting of paradigms within
            which the players articulate strategies to assert their positions.

         
         
         
         
         Institutions inside and surrounding the oil games are found to be inherently dynamic. In the petroleum world, little remains
            static for long. Rebellions contest the political orders that, often only temporarily, provide legitimacy to owners of the
            world’s hydrocarbon interests. In the struggle for oil, order frequently gives way to chaos. Competition is embedded in the
            mix. Sometimes it takes extreme forms. Certainly the tradition and character of the nation state have not remained inviolate.

         
         
         
         
         It is this world that the core of this book examines through the eyes of Machiavelli. It seeks – hopefully with the necessary
            tact and imagination – to treat Renaissance Florence, complete with its struggles with competing powers, as an analogy for
            the dynamics of the modern oil world. Yet for all his insight and rigour, Machiavelli provides us only with a foundation.
            To fully understand our oil world, we need to supplement our (in the non-pejorative sense) Machiavellian structure of understanding,
            founded upon the notion of the state, with another master concept – that of empire.

         
         
         
         
         We may apply this concept to the oil world in at least three ways. First, there is the Anglo-American variant of empire, much
            challenged in the past and even more so today, despite its residual dominance. Second, there are the emergent geopolitical
            empires in oil and great-power politics now challenging the American empire and its far-flung energy domains. Lastly, and
            rather more tangentially, we may think of the dominant oil companies as empires in themselves. Corporate oil writ large, especially
            Big Oil, may likewise be seen as such a beast. Much of the analysis below may be thought of as a reflection of the interplay
            between these three types of empire.

         
         
         
         
         One work of seminal importance in our understanding of empire is Edward Gibbon’s The Decline and Fall of the Roman Empire, originally published in six volumes during the period 1776–88; its significance is considered in Chapter 2. The import here
            of the history of Rome is that it reminds us that, in placing the concept of empire at the centre of this analysis, we are
            in effect committed to employing one further concept – that of the barbarians. Ever since Gibbon it has been evident that
            we need to incorporate into our understanding of the Roman Empire – and of all those empires analogous to it, including empires
            of oil – an understanding of those complex groups on the edges. Their destiny was to contest its primacy and eat away its
            heart, destabilising its edifice of hegemony in the process.5 

         
         
         
         
         It is a central theme here that the binary opposition of “empire” and “barbarian” is especially useful for illuminating the
            contemporary oil world. Just as the concept of empire may be applied in a number of ways, so we may find many analogies of
            Gibbon’s “other”: the barbarians. Such a model allows us a means for understanding the threats to the oil industry in the
            21st century. Here we must emphasise, for the avoidance of all doubt, that the term “barbarian” is used in this study without
            prejudice. Indeed, in terms of origins, history and analytic outlook, the author recognises a self-reflecting barbarian mindset.

         
         
         
         
         The Machiavellian perspective, the theory of empire and the conception of new forces challenging the oil industry seen as
            modern barbarians – these are the foundation stones on which this book constructs an understanding of the modern oil world.
            From this framework we can generate a narrative with which to explain the origins, character and partial erosion of the empire
            of oil in the Western world. Provided that the diversity of both corporate oil and its barbarian foes are properly delineated,
            this narrative allows us too to intuit something of the future for world oil.

         
         
         
      

   
      
         
         
         2

Myths and models

         
         
         
         
         There is no shortage of interpretations of the shape, history, and future of world oil. They reflect a variety of interests,
            ideologies, and theories, sometimes in contradictory manner. We need to untangle these interpretations, select the best, most
            accurate, ideas, and build a more profound model. Here we look in turn at the perspectives of historiography, economics and
            geopolitics.
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         There have been numerous historical studies of the hydrocarbons business, variously focused on governments, companies, personalities
            (from John D. Rockefeller to Lee Raymond, once of ExxonMobil), oil crises and oil-related wars. Perhaps the most prolific
            and enduring writer in the global oil world has been Peter R. Odell. In a significant, widely published and much translated
            book, Oil and World Power, and in even earlier works, Odell brought many of these structural issues to the fore.6 This doyen of writers on the world hydrocarbons game has covered an enormous spectrum over the years: the geography of oil,
            western Europe’s gas and resources, world political relationships to oil, non-OPEC supplies, oil and energy in developing
            economies, reserve estimates both in East and West, oil and energy crises, energy and environment, regional energy supplies,
            OPEC and its role, the commanding heights of oil and global oil markets. Odell’s work dealt with a wide range of then contemporary
            themes, some the focus of others: on the international oil system, the control of oil, the Seven Sisters and oil barons. This
            collection of deep analytic insights stands out as the benchmark in evaluations of world oil markets. Instructive as these
            studies have been, most were of a 1970s and 1980s vintage: since then, much has changed in world power balances and in the
            global oil game played in the first decade of the 21st century.

         
         
         
         
         In surveying recent contributions, we should equally note the widely recognised masterpiece of epic storytelling and world
            oil historiography: Daniel Yergin’s The Prize.7 Published in 1991, it has become a standard text on the subject, built in part on the earlier analytical works emanating from
            the world of oil economics. It provides a perceptive chronicle of Hydrocarbon Man and, in particular, an intellectual bridge
            between oil and diplomacy. Yergin demonstrates with finesse how in the 20th century oil became the key to mastery for the
            great powers and the focus of great conflict. He explores oil’s alliance with modern economies and its interconnections with
            national strategies and global politics. The Prize shows how our global hydrocarbon society has emerged from the flux of world history as powers have been made and broken on
            the back of oil wealth. In this magnum opus are revealed the large impersonal forces of markets and technologies with and
            against which the great personalities of oil politics and business have worked. Yergin traces too the emergence of some of
            the enemies and threats to this order.

         
         
         
         
         With Yergin as a guide, along with Odell and others, we can trace the story of world oil through the 20th century. What might
            be termed Rockefeller’s personal empire of oil gave way in time to an American combination of oil. The Great Game was in essence
            local at the outset. War, peace and a build-up of threats saw the formation of oil-based trusts in America. This attracted
            competitors both in America and beyond – notably the further growth of Russian oil and in parallel Royal Dutch. The 20th century
            witnessed many deals that at the time were hailed as “deals of the century”, only for each to be surpassed in due course by
            even bigger transactions. Corporate oil collusion – a sort of imperfect precursor to the mergers and acquisitions of the late
            20th century – emerged from this battle for survival against a background of wars and the collapse of Imperial Russia.

         
         
         
         
         In time new threats grew in Persia under its imperial tutelage in the form of Anglo-Persian (subsequently BP). Interstate
            competition for oil became the common business of colliding empires. Churchill’s intervention, converting the British navy
            from coal to oil, shaped the conditions for the oil future. Oil was to play a leading role in the grand struggle for Europe.
            Companies vied against each other for government preference within imperial domains, illustrating the way in which corporate
            oil’s survival had become in part a matter of competitive preference.

         
         
         
         
         The discovery of huge new oil reserves in the Middle East – except in Iran which had established hydrocarbons – transformed
            the scale and geography of the world oil game. All parties wanted a piece of this new Aladdin’s cave. The Red Line Agreement
            by which competing corporate concerns carved out their sanctuaries within and around Mesopotamia was a precursor in the private
            sector to some of the asset acquisition moves associated with resource nationalism today. The 21st century equivalent might
            be the étatiste lunge for oil control found in Venezuela under Hugo Chavez and Russia under Vladimir Putin.

         
         
         
         
         There followed a reshaped era in the relations between companies and nation states. Players such as Mexico emerged more significantly;
            Venezuela, building on efforts from the 1920s, began to enter the supply scene; and conflict with the Bolsheviks rearranged
            the Eurasian chessboard. Market surpluses of crude led to the redesign of corporate strategies and brought governments into
            play in the interests of stabilisation. Rising nationalism found expression in the distant oilfields that lay beyond the homelands
            of the Anglo-American empire. New deals had to be struck and contracts renegotiated as Arab sheikhdoms began to force the
            pace. These developments too resonate in our modern oil world as companies once again are required to rethink their strategies,
            renegotiate contracts, accept tougher terms and reposition corporate portfolios in oil and gas.

         
         
         
         
         In the Second World War, the control of oil became a vital pivot. Japan sought hegemony over the South-East Asian oil heartland.
            In determining its war strategy, the Third Reich prioritised self-sufficiency in oil, derived from coal and acquisition targets
            in the Caucasus. A wave of fear swept across the Allied powers. America appointed its Petroleum Co-ordinator for National
            Defence – in effect an “oil tsar” – to mobilise supply. This was long before the Organisation of the Petroleum Exporting Countries
            (OPEC), cartels and quotas entered the game. The connections between oil and war intensified. There are some parallels between
            the situation in the Second World War and the scene today in concerns over Iraq, for example, and in global angst associated
            with the fear of scarcity and energy security that has resurfaced around the world.8 

         
         
         
         
         The post-war petroleum order assumed a new shape. America faced dependence on foreign oil, especially from the Middle East,
            and challenges from Arab and Soviet interests. One by one, nation states cut new terms and contracts with corporate oil against
            a background of coups and attempts to establish vassal state dependencies. World crises – notably Suez – contributed to a
            redrawing of the world oil map as concern over the security of supply moved up the West’s geopolitical agenda. The process
            of decolonisation brought a plethora of competitive interests to the table, new relationships within the old empires and fragmentation
            in the world oil order. Now surpluses commanded the attention of government. The oil-exporting countries, led by Venezuela
            and including some newly independent states such as Nigeria and Libya, combined to form OPEC, a cartel in ambition that in
            time led to new frontiers opening in the non-OPEC world. In particular, zones within North Africa and the Sahara (Algeria
            inside OPEC), Asia (Indonesia an OPEC member) and Latin America (Ecuador also inside OPEC) emerged as a counter to OPEC’s
            tightening grip. These developments related to the stakes in oil security, creating a new cartography of oil geopolitics.

         
         
         
         
         As the battle for world mastery over hydrocarbons intensified in the second half of the 20th century, corporate control began
            to erode. A slew of countries assumed greater power in the oil world, especially after 1973. Even the development of the Alaskan
            and North Sea mega-fields did not ultimately halt this trend and insulate the Western world from wider dependency. The weapon
            of oil sanctions became increasingly important in the struggles over the control and management of Middle East supply. The
            power of OPEC, often oscillating with the market in down cycles, has nonetheless now gradually increased as the world economy’s
            reliance on oil deepened. So arose, and continue, the worries over corporate oil’s access to large-scale reserves and low-cost
            supply.

         
         
         
         
         In the 1970s and 1980s, the geopolitical strategies pursued by America and the fading empires were closely entwined with the
            oil game. Great price shocks realigned the chessboard. Conflicts involving states such as Iran, which were hostile to America
            after 1979, intensified. The commoditisation of oil created difficulties in cartel practice. The dramatic plunge in the price
            of crude in 1986 forced the industry into restructuring, a process that continued into the 21st century. The accompanying
            takeovers have reshaped corporate oil in a process that will no doubt still operate to reconfigure industry patterns. Serial
            crises involving war and invasion in Iraq, Iran and Kuwait have brought a new set of problems for strategy and corporate portfolio
            management. The establishment of state players over the past few decades, and the later thrust from national oil companies
            seeking overseas portfolios worldwide from the end of the last century, have contributed to the radical transformation of
            the oil game.

         
         
         
         
         This brief account is but a synopsis of earlier works and Yergin’s own very much thicker description of the history of the
            oil game. The Prize provides a detailed chronicle: its main text runs to nearly 800 pages and is supported by maps and evidence found in dozens
            of pages of endnotes and references. In Empires of Oil, in contrast, the methodology is based on revealing, and applying to the present and future, the skeletal bones of discovered
            oil historiography, as well as elements of past-revealed concepts, theories and paradigms inside a new grand strategy model
            of world oil competition. This book seeks to complement earlier treatments with an approach that builds on established concepts
            and adds new insights to provide a rounder, more complete contemporary picture.
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         In the many profound works on history and international affairs that may illumine the shape of the future, Europe often plays
            a pivotal role – not least because of its importance in the shaping of world-scale empires and energy markets. The EU now
            stands as a residual semi-unified collection of such empires from the past with ambitions for a single energy market. In Paradise and Power, Robert Kagan has argued that, following the end of the Cold War – fought largely over the future of the old continent –
            Europe and America have diverged sharply in interest and alignment.9 Some aspects of this transatlantic divergence have had an impact on the oil game. Shell, BP and ENI, for instance, have long
            pursued their own agenda. Some European companies (including Total) have, for example, discounted American edicts on sanctions
            in countries such as Iran, Myanmar and Sudan. Their upstream strategies reveal differences in vision and positioning. Centuries
            of colonial history and empire have left their marks on the strategies, and indeed the guile, of many European players. Their
            world view differs from America’s.

         
         
         
         
         Europe’s empires have long since receded. Across vast swathes of the earth, Europe ceded its colonial domains in a surprisingly
            short period of time. The oil industry cannot now expect to have the state by its side in all the zones in which it operates.
            It seems improbable that governments will want to wage wars throughout the world on corporate oil’s behalf. To that extent,
            the old empires have partly abandoned their children. Though weakened, however, Europe’s influence and power across the globe
            survives in different forms.

         
         
         
         
         In The Breaking of Nations, Robert Cooper has provided a vision of the new century.10 The treatise points to the breakdown, following the dissolution of empires, of nation states and to the pre-modern world’s
            reassertion of its presence. Corporate oil must now learn to deal with greater complexities. State fragility has already had
            profound implications across the oil landscape. It is as if a new terra nullius has established itself in our world and oil geography – one owned or at least claimed by many, different barbarians.

         
         
         
         
         Any new imperialism will face deeper challenges than before and will probably need to be Spartan rather than Athenian in nature.
            This new optic makes for deeper uncertainty – if not pure anarchy, as envisaged by Robert Kaplan in his book, The Coming Anarchy – and increased global security concerns for oil.11 Fragmentation produces multiple, much contested orders. New dilemmas are inevitable. Any empire of oil will be severely constrained,
            as will the strategic and portfolio management of corporate oil.

         
         
         
         
         Though we are far from all-knowing about the revised hydrocarbon domains, much is now known: from texts and from experience.
            From this vantage point we can at least peer into the future. In this study, however, we seek to go further than that. We
            ask whether we can formulate a new paradigm robust enough to stand the test of time and to provide the necessary explanatory
            power for interpreting the shifting collage of strategy, industry processes and global events that forms and shapes the hydrocarbon
            world. For all its rich content, historiography on its own is not enough for this purpose. We need something more, at least
            recognition of deep forces that drive the upstream paradigm.
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         Here it is useful to consider the contribution of economics. The application of economic theory to the oil industry has usually
            focused on models of markets, supply and demand, the competing interests of consumers and producers, the impact of monopoly
            and of imperfect competition (cartels and oligopolies), short-term and long-term trends and cycles, the impact of the so-called
            “oil curse” on certain blighted nations and contemporary manifestations of resource nationalism. This, to a large extent,
            defines much of the literature within the discipline applied to oil.

         
         
         
         
         Odell’s prolific writings have, however, covered new and extensive ground. His recent outstanding work, Why Carbon Fuels Will Dominate the 21st Century’s Global Energy Economy, provides a compelling analysis of the energy equations expected to apply over the century ahead, shaped by the drivers of
            global oil supply and demand.12 Odell’s analysis is based broadly on neoclassical theory and approaches tempered with strong doses of realism. It is an essential
            component of any profound understanding of future oil worlds.

         
         
         
         
         This work is the culmination of much previous scholarship, dealing with the principal economic components of the game – the
            economic geography of oil, crude oil and world power, natural gas/oil substitution, the key industry forms and markets, non-OPEC
            supplies, third-world energy, oil crises, price shocks and the role of OPEC, and the shape of the oil industry. Much that
            can be learned from this record of achievement can fit convincingly into an economics of oil, allied to the theory of empire
            and its connections with oil and strategy.13 But in oil it is not just pure economics that prevail, as Odell shows in many works. There is more, and much is woven in and
            around the interactions of oil economics and its paradigm to consider.

         
         
         
         
         Another thinker who has shed new light on the economics of oil is Leonardo Maugeri. In The Age of Oil he combines an understanding of oil history, the upstream industry, corporate strategy and insider knowledge of the global
            game.14 Maugeri is concerned to demythologise oil in a world in which it is popularly “identified with wars, greed, and unspeakable
            power plays orchestrated by transnational elites engaged in schemes worthy of spy novels”.15 He is particularly sensitive to the trap of catastrophism and the Peak Oil mythologies as a model found wanting, and is keen
            to test recurrent myths against the historical record.

         
         
         
         
         Maugeri’s economics deploys a theory of repetitive structural cycles. He argues that in the perception of the oil game, certain
            fears recur – the fear of running out of oil, for example, or fear about security of supply. Often they are related to global
            quests for the control of reserves. According to Maugeri, the dominant experience has been a history of oversupply and low
            prices. This raises the question of whether the existing phase of high crude prices and security premiums will prove short-lived
            and subject to future cyclical adjustment.

         
         
         
         
         For Maugeri the contemporary manifestation of oil catastrophism is the dual fear that oil production will soon diminish as
            reserves become depleted and that Islamic terrorists will gain control over the supply of oil. Maugeri is phlegmatic about
            this catastrophism: “Nothing we experience today is a major departure from the historical cycles of the oil market.”16 Even if Islamic terrorists were to gain control of an oil-rich country, they would still be subject to the laws of economics.
            Thus no wolf at the door is envisaged. An important issue is whether the old empires of oil will be re-established, if and
            as crude prices deflate from new highs, or if they might not be able to be so reconstructed.

         
         
         
         
         The Age of Oil identifies specific periods that have shaped imperial energy strategy, the linkages between national security and oil, and
            the processes of empire displacement (with an examination of America’s umbilical relationship with Saudi Arabia). There is
            much substantiation of the central nexus between empire (variously defined), corporate oil and world oil status. Maugeri is
            an acute observer of the various connections involved.

         
         
         
         
         Yet Maugeri’s analytics are built less on a theory of empire than on the evidentiary proofs on which such a theory must be
            built. The lesson for such theory is that any model of empire must allow for dramatic shifts within long-term cycles. This
            comes into sharp relief whenever an old paradigm is breached and a new oil game-plan is established.

         
         
         
         
         In considering the economics and related trajectories of oil empires, it is in the author’s view instructive to inject into
            this debate some insights from non-linear dynamics and complexity theory. Such an approach requires deployment of the most
            advanced ideas in economics.17 Here we should note that traditional neoclassical theory has well-known parametric limits. Pure market models have evident
            shortcomings. The global oil economy is much more complex than might commonly be imagined. The idea that it can be managed
            by any single entity is highly improbable. The economics of oil rarely exhibits neat linear progression. Oil cycles, responsive
            to world events and particularly volatile, are difficult to forecast. They are not easily calibrated over time. The struggle
            to understand such phenomena and to divine the secrets of the market has taxed many fine minds. Often the problem has been
            the underlying difficulty of modelling complexity and dynamics. It is akin to modelling the world, the unknown and the unknowable.

         
         
         
         
         The economics of oil has been subject to evolutionary change – sometimes regular, at other times erratic, typically always
            complex. In this context we may say that the masters of pure economics have often built their theories on shaky ground. Though
            equilibrium may be useful as a concept, it is highly elusive in practice. Models grounded in marginal economics are often
            constructed on an assumption of ceteris paribus (other things being equal), yet in practice ceteris rarely remain paribus for very long. Steady-state models in general are ill-equipped to capture the dynamics of complex reality. In the oil game
            – as in chaos theory – both the macro (say, the empire of oil) and the micro (say, the corporate oil entities, including state
            players) matter. Each can have an impact on the other and act on the evolving paradigm. Bounded models (such as those found
            in Peak Oil theory) simply cannot correspond to world oil dynamics. We should resist their seductive influence even if they
            capture some of the public imagination. In this arena fashion proves a poor guide to understanding.

         
         
         
         
         Models with predefined boundaries inevitably breed failure. In the real hydrocarbon world, exogenous shocks and uncontrolled
            variables abound. Our best approximation to the complex, dynamic oil world is probably the concept of “stable instability”.
            The disconcerting truth is that there is no perfect, crystalline, theoretical cure for the diagnosis of imperfection. As a
            consequence, any model of empires of oil needs to be elastic and dynamic, allowing for maximal uncertainty. Nowhere is this
            more apposite than in the consideration of the (presumed) nexus between oil and war. The importance of this is that such relationships,
            complex as they remain, may be found to have shaped parts of the world order and at times the entire global energy paradigm.
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         Numerous books have described the oil game in relation to world conflicts – past, present and even future. One notable recent
            example is Michael Klare’s Resource Wars.18 Klare’s core thesis is that oil resource wars will be fought in future over our diminishing world oil reserves and supplies.
            It is a thesis built in part on flawed models of Peak Oil imminence. Here America’s recent policies in relation to global
            security and military deployment are interpreted as pre-positioning for such a future. Hard military assets in Central Asia
            and the Middle East are regarded as the outcome of new strategies to protect access to world oil resources and crude oil flows
            to markets. The Russian démarche in similar theatres is seen as the flip side of the same coin. Klare also points to competing
            positions taken in the South China Sea by China, Japan and the ASEAN states. For Klare, it is not the mechanism of the market
            that will settle questions of scarcity and competing demands – it is military conflict.

         
         
         
         
         For Klare, the priority given to oil resources results from a combination of factors. They include the dissolution of past
            ideological struggle, and role of oil in state wealth creation, econo-centric security policies, escalating demand (especially
            from China), and both the presumed “reality” and expectation of oil scarcity. Though apparently persuasive, this case in fact
            rests on two questionable assumptions – that demand for oil is insatiable and that the Peak Oil thesis regarding oil supply
            is correct. What appears missing on the demand side is that price typically arbitrates demand/supply, while on the latter
            the end of oil syndrome has been greatly overstretched for its immediate and near-term or medium-term likelihood.

         
         
         
         
         Although there are disputed oil zones, this has been true for some time. Even the ascription of exclusive economic zones (EEZ)
            offshore (a process in widespread negotiation now) will not necessarily cause military conflict, given that many overlapping
            areas across the world have been placed into joint development zones or similar arrangements. More could be created in EEZ
            areas.

         
         
         
         
         Undoubtedly, though, some actual or potential reserves may be contested in future, especially since such conflicts often bring
            other forces into play – ethnic competition, for example. For Klare, however, it is oil that is the primary casus belli, both in the past and for the future. According to him, “Conflict over oil will erupt in the years ahead … as … almost a
            foregone conclusion.”19 American policy in regions such as the Persian Gulf, Caucasus, Caspian and even Africa is interpreted in this light. The epicentre
            of conflict is expected to be the Middle East, as the apex of a triangle of major strategic importance embracing the Caspian
            Sea in the west and the South China Sea in the east. America’s strategy of attempting to diversify supply by developing countervailing
            regions, notably Africa, is expected to succeed only for so long.

         
         
         
         
         There is no way to test such futuristic hypotheses, though few would dispute that the key regions identified by Klare hold
            some potential for conflict – especially in the Middle East. In the Caspian region, the politics involving oil pipelines is
            fractious and powers such as Russia and even China contest hegemony. Similarly, the exorbitant claims staked in the South
            China Sea are widely regarded as a possible source of conflict-to-come. There may be potential for confrontations in other
            regions too, including the equatorial zones around the Andean belt and Central Africa. But as in the past, the reasons for
            all these conflicts might be expected to be typically multivariable.

         
         
         
         
         Klare, then, proposes a global geography determined by oil. Contemporary conflicts may be interpreted in this light. The long
            war in southern Sudan, for example, is in this light attributed to the struggle for oil. The problem here, however, is that
            in reality such conflicts have typically resulted from multiple and complex causes. It is often almost impossible to separate
            out one causal dimension and to ascribe each and every case to that cause. To attribute all to oil is a heroic assumption
            and largely ahistorical.

         
         
         
         
         It follows that forecasting oil wars will remain a daunting task. We will treat such issues, and their contemporary manifestations,
            in the round in Chapter 4. Here we should note that while any theory of modern empire needs to include hydrocarbon dimensions
            and conflict, the difficulty of basing such a theory on Klare’s particular thesis is that it rests on faulty Peak Oil assumptions.

         
         
         
         
         A second notable contribution to recent debate is America’s Oil Wars by a former CIA political analyst, Stephen Pelletiere.20 Pelletiere seeks to explain the fundamental rationale behind America’s overthrow of Saddam Hussein’s regime. He argues, perhaps
            not so convincingly, that Saddam aimed to control OPEC and turn it into a fully fledged cartel. America’s invasion was related
            to the desire to put a lock on oil reserves and supplies. Pelletiere’s critique involves us in questions not only of ethics,
            but also of ineptitude. The law of unintended consequences is one that is often lost on policymakers and many an empire has
            slipped its moorings as a result.

         
         
         
         
         The argument of a former spook like Pelletiere certainly should not be ignored. After all, intelligence agencies the world
            over monitor crucial issues influencing national security and economic prosperity. In this regard, the CIA is no different
            from the FSB (ex-KGB), MI6 or the national agencies of oil-rich states. The problem is that such agencies operate mostly outside
            the world oil industry. It is well known that, when they turn their attentions to oil, they have exhibited a tendency to get
            things wrong. Even corporate oil – with its own embedded networks of operations, insider history, intelligence data, high-level
            industry contacts, international scouts and experienced executives – makes mistakes. We need always to remember that, in an
            imperfect world, perfect knowledge does not exist.

         
         
         
         
         Pelletiere concludes, on a theory which has wide currency, that America took advantage of 11 September 2001 to launch what
            was supposed to be a low-cost war in Iraq that would enable it to establish a military base there and to dominate, or at least
            influence, OPEC through its control of oil reserves. Saddam’s own intention to dominate OPEC is seen as a measure that would
            have jeopardised American–Saudi management of the world oil system, regarded as a sort of usufruct over oil on the cheap.
            America supposedly feared a cartel dominated by Saddam’s Iraq and an assertive Iran, both high-absorber states inclined to
            be price hawks. Its neoconservative strategy was, however, scuppered by poor planning, so that America is held to be likely
            to fail in its imperial quest, at least in Iraq. If indeed invasion of Iraq was just about the oil for the American government,
            it could not have made a worse job of its accomplishment.

         
         
         
         
         In Resurrecting Empire Rashid Khalidi traces what his subtitle describes as “Western footprints and America’s perilous path in the Middle East”.21 According to Khalidi, much of America’s quandary results from ignoring the history of Western intervention in this critical
            theatre of oil. America’s own involvement in Middle East oil has been long-dated. Middle Eastern history reveals profound
            resistance to America’s ventures (such as its support for the Shah of Iran, for example). Any honeymoon periods are generally
            short. The Cheney-driven neoconservat ive lunge at Iraq is subject to the familiar problems. Although America’s ambitions
            for direct hegemony over oil may fail, some military presence and indirect forms of influence over oil may well long persist.

         
         
         
         
         The Middle East is important not only for its oil reserves but also for its strategic land bridges, oil choke-points, sea
            lanes and pipeline networks. The history of the region is marked by asymmetrical relationships between corporate oil and weak
            states. This, though, is no longer the case: nation states are ascendant. The Russo-British Great Game was played out in this
            environment and competition between empires (monarchical or otherwise) over oil has rarely been absent. The Seven Sisters
            lost control to, as it were, a harem of new elites (autocracies, royal families and nationalists) and their dominant state
            players (for example, Aramco, NIOC, KPC and INOC). Over the past 30 years or so these elites have gained control both of their
            states and, via their national oil companies, over the regional oil game.

         
         
         
         
         The raw power of America has not held undiluted sway in this arena. Its difficulties portend the reshaping of an era and an
            empire, though unbridled retreat is not to be expected. The Greater Middle East remains a core zone both for corporate oil
            and for those state oil companies with international upstream strategies (the latter including Petrobras, Petronas, KNOC,
            Jogmec and the Chinese players). The Great Game has been transformed by the modern oil industry.

         
         
         
         
         In The New Great Game, Lutz Kleveman details much of this contemporary history, from Stalin forward, with the trained eye of a journalist.22 It is notable that so many empires, and former empires, of oil retain their own deep involvement in this region, along with
            corporate oil and the new state players. Kleveman argues that much of Central Asia, its patchwork of rivalries already installed,
            is still playing out the drama of Stalin’s designs. The observation reminds us that the footprints of empires past can linger
            long into the future beyond their termination dates.

         
         
         
         
         According to Kleveman, the “new Great Game over oilfields and pipelines in Central Asia gives but a foretaste of future energy
            wars over the world’s remaining oil and gas resources”.23 This speculative view is shared by many, especially on the internet. The complexity of history, the power structures, alliances,
            clash of empires, competitive oil interests, the geography of pipelines, the presence of vassal states and minorities, rebels
            and oil mafia, and the influence of conflicts ancient and modern – all combine to make the Greater Middle East an unstable
            powder keg, and yet one critical to all competing world powers.

         
         
         
         
         It is on Lord Curzon’s Eurasian chessboard that America’s search for dominance will confront the rivalry of, and possible
            “competitive collusion” between, Russia and China. They loom large in the world oil future. Their antagonisms, deep-seated
            but patched up in modern gas co-operation and oil deals, have set up a new pincer movement that may see vassal states (such
            as Kazakhstan) and faraway empires (America) alike as temporary interlopers. The old “evil empire” is now the “energy empire”
            while the “middle kingdom” ruthlessly pursues its own agenda with scant regard to America or third-party interests. Both fret
            about strategic encirclement, the near abroad and the associated oil scenarios. Much dispute between these three superpowers
            in relation to energy focuses on Iran. Conservatives in Moscow and hardliners in Beijing are unsympathetic to American military-backed
            advances. In the circumstances, any American dream to reorder this world in a pure reflection of its image, or as a docile
            supply point for crude oil, may be bound to bite the desert dust.

         
         
         
         
         Many recent works have focused on the question (explored in Chapter 4) of an oil/war nexus.24 Some of these are catastrophist in nature and see oil as a unifactoral explanation of major geo political events as diverse
            as the collapse of the Soviet Union and America’s so-called war on terror. In A Century of War, William Engdahl instructs us about the role of the Anglo-American empire in shaping the world order through wars. He advises
            that America’s adventure in Iraq has had but one aim: “It was about oil”.25 The quest for oil is driven not merely by corporate greed, but also by a concern for geopolitical hegemony as a basis for
            national security. Engdahl locates American foreign policy initiatives squarely within the tradition of a unique oil-driven
            grand strategy, founded on historic theories about dominance in Eurasia as a key to control of the world.

         
         
         
         
         These contemporary theories rest, however, on a fundamental flaw, namely the assumption that oil production has reached, or
            will soon reach, its peak. Peak Oil myths are often used to explain almost all American initiatives in the world. US foreign
            and military policy has aimed to control “every major and potential oil source and transport route on earth”, so that America
            would be in a position to decide “who gets how much energy at what price”.26 America’s strategic aim is apparently to gain the ability to deny oil to adversaries, such as China. Once military control
            is established, so such theories run, the energy dominoes would fall one by one across the world (inter alia Georgia, São Tomé & Príncipe, Libya, Sudan and Colombia). The American empire would then be able to influence, across the
            entire energy spectrum, its relationships with Japan, China, East Asia, India and Russia. The worldwide grip on oil flows
            would in this thesis be the real weapon of mass destruction.27 

         
         
         
         
         The fundamental lesson from all this is that, while a model based on empires of oil certainly helps us to understand the contemporary
            world, it is unwise to imagine – for imagination can go to extremes – that absolutely everything falls into a simple diabolical
            determinism in which oil-prone societies and oil companies lack any latitude.

         
         
         
         
         Andy Stern’s argument in Who Won the Oil Wars? over why governments wage war for oil rights is not too dissimilar.28 It likewise is built on problematic Peak Oil thinking, considers almost everything to be about oil and treats war as an inexorable
            component of this dual drama. In this book (published, appropriately enough, by Conspiracy Books) the twin beasts of Big Oil
            and American empire are invoked, with the pursuit of oil tied to “greed, corruption and belligerence”.29 Together they stand accused of corrupting or subverting governments and of heinous crimes spanning the world’s continents.
            China and India’s new démarche into developing oil worlds is a rerun of the 19th-century scramble to colonise Africa. So,
            we are told, “We will see ‘oil wars’ increasing in frequency and violence.”30 The problem here is not that Stern does not succeed in highlighting many instances of oil’s critical role in national strategies,
            but that the determinist outlook asks for all but oil to be put aside in understanding the past and in intuiting the future.
            Rigid linkages are drawn between empire and oil to exhibit a certain tautological determinism. It is as if to have empire
            we must have the oil, while to have and hold the oil is to have empire. Again we need to bear in mind the dangers of unifactoral
            determinism.

         
         
         
         
         The portrait of the world oil industry in such works is at odds with the experience of those who have worked in the industry
            over the decades. It is also suggested that the global oil game is akin to “bribing the brigands”, and even killing for oil,
            whether in Latin America, Africa, Asia or elsewhere. Industry insiders would not deny that operations have existed in contested
            conditions, or that some corruption exists, or that such practices may continue. Yet this certainly does not equate to the
            sum of industry strategies, behaviour and practice. In the modern era only a small minority of upstream oil deals might have
            been contaminated in this way. It has, quite simply, never been shown to be otherwise while it is notable that almost all
            such critics sit outside this industry looking in.

         
         
         
         
         In the end Stern’s views amount to a form of Oil Apocalypse Now, with much worse to come: “The oil wars of the 20th and early
            21st centuries may be nothing compared to the battles of the future.”31 Once again, the foundation for such a belief is the Peak Oil mythology: our empires of oil will be caught up in violent struggle
            for diminishing oil resources; future oil wars may be averted only through dramatic cuts in oil demand and/or the mandated
            development of alternative/green energy. Neither is anticipated. Thus “the second half of the oil age will be bloodier and
            more violent than the first”.32 Unfortunately, while the depiction of the past is unifactoral, so the future is projected through a similar limited prism.

         
         
         
         
         Crude Interventions by Gary Leech belongs to the same genre. A new world disorder is predicted.33 The peoples of the South have their socio-economic and human rights trampled by the combination of corporate oil and militaristic
            American foreign policy. Once more, the forecast peak in oil production is seen as driving the race to control the world’s
            reserves. Again, this presents us with a caricature of the world oil game.

         
         
         
         
         According to Leech, the oil companies have sealed pacts with corrupt regimes (notably Nigeria and Angola) which contribute
            to their people’s impoverishment. Colombia’s new Independent Licensing Agency (ANH) has, Leech argues, provided contract conditions
            for foreign company concessions that lead to impoverishment of the people. He appears ignorant, however, of the reasons for
            Colombian upstream strategy which has been to resuscitate exploration and production. And in a simplification par excellence,
            Leech comes to the view that the South is “cursed with an abundance of the world’s most sought-after resource”.34 In reality, oil is not a curse as such, although its mismanagement (typically in the hands of government) might, but need
            not, become one.

         
         
         
         
         The common factor in studies within this genre is that the responsibility for the so-called curse of oil and any related state
            economic mismanagement is, in a move now resonant in public opinion, consistently laid at the door of corporate oil. Few take
            the trouble to acquaint themselves with the deep and complex histories that have shaped underdevelopment in the third world.
            Nor do many accounts, if any, consider on a cost–benefit basis the enormous impacts of corporate oil portfolio investment,
            without which many states (notably Nigeria) might be considerably worse off. Indeed this naivety among writers on oil, mostly
            from outside the industry, leads to much simplicity in explanation, error in contrast with the evidence, and flawed diagnosis.

         
         
         
         
         Although some commentators exaggerate America’s power, Leech is among those who believe that we are witnessing the decline
            of American dominance. He concludes his book with the view that the new global disorder typifies what happens whenever “a
            hegemonic power begins its decline”.35 This observation is worthy of note. There is indeed an emerging, anarchical fracture within contemporary globalisation; the
            American empire does seem, at least currently, to be in a phase of erosion; and conditions in several oil-producing countries
            appear decidedly blighted. But this is not enough to assume that the combination of America and corporate oil is either the
            sole or fundamental reason for global dislocation and poverty. It’s as if nothing else matters. History teaches us a different
            vision of the past.

         
         
         
         
         There are now numerous studies on the specific arenas in which it is argued that the American oil empire has been wilfully
            damaging in its impact. The Niger Delta is a particularly popular locus of study. The authors of The Next Gulf, for example, implicate the UK, America and corporate oil in this zone of long-term, low-intensity conflict, where conflagrations
            have played a role in the crude price upside over the past few years.36 Active members of an environmental social justice group, their discourse focuses on the delta, the well-known Ogoni struggle
            against the Nigerian government and Shell, and the view that America and the UK are preparing a new century of plunder in
            Africa, especially in Nigeria. Paradoxically, the Chinese démarche into African oil and resources worldwide appears not to
            enter their vision. The travails of the delta communities are depicted and the armed gangs there are seen as a response to
            Western ultra-exploitation. Corporate oil and the Anglo-American empire are held uniquely responsible. The spin equates this
            triangle of interests with the old Atlantic slave trade. The contemporary oil trade forms a new version of the traditional
            triangular pattern of historical pillage. Investment comes in, oil goes out, and the delta is impoverished and brutalised.

         
         
         
         
         By all the evidence the delta’s oil history is not a pretty one. Successive corporate initiatives to ameliorate conditions
            with the band-aid of corporate social investment may even have made some conditions worse. In The Next Gulf Shell stands condemned for its alleged role in the execution of Ken Saro-Wiwa and, it is claimed, numerous instances of complicity
            with the military, police, state agents and assorted agents provocateurs. The company contests this interpretation. Nonetheless,
            now Shell’s social licence to operate has been compromised, notably in Ogoniland where it has had to declare force majeure and later make an exit.

         
         
         
         
         Here the “war” with which oil is associated is not the classic military adventure but is seen rather as a protracted assault
            directed against the local communities in the interest of plunder. Companies are accused of a form of “clearwash”, concealing
            their complicity from distant political publics (financial institutions, shareholders, NGOs, the media, customers, opinion-makers
            and governments) by means of sophisticated public relations and supposedly benevolent social projects. In such contexts, corporate
            oil is, as we shall see in Part 3, often unsure which course to steer. The point is that for corporate oil the issues involved
            in producing oil in poor regions are often more pertinent to management than those raised by considerations related to classic
            imperial warfare.

         
         
         
         
         The essential message presented, however, is that a New Gulf crisis is upon us, involving this time the Gulf of Guinea. All
            manner of American interests coalesce around this newly critical source of crude. A nexus between the military and oil is
            being formed. Indeed, the US might well be moving towards declaring the Gulf of Guinea an area of “vital interest”. The establishment
            of Africom as a command in US military architecture in late 2006 signals heightened concern in that direction, but this appears
            some distance away from the dramatic as depicted in such works.

         
         
         
         
         A number of other measures are seen as designed to secure regional dominance for the Anglo-American empires of oil. These
            include, for example, the UK–US Energy Dialogue on areas of shared concern in relation to energy, moves to wean Nigeria away
            from OPEC, and involvement in the Extractive Industries Transparency Initiative (EITI) governance and transparency process
            (often seen by many critics as a clearwashing arrangement). These initiatives are taken as “a means to an end, not an end
            in itself”.37 That is, they form part of revised imperial strategy. Clearly they could be read as consistent with Western interests.

         
         
         
         
         Whatever angle is taken on these criticisms, it is evident that any adequate model of empires of oil needs to accommodate
            an understanding of oil within imperial strategies and of how corporate oil manages its material and non-material interests
            with respect to world and local operating environs. Many of the debates on these issues are at present framed largely by those
            critical of the interests of corporate oil and in a context lacking historiography and appreciation of shifting grand strategies.

         
         
         
         
         In the literature there are also conspiracy theories attributed to the world of oil. These have spread widely, especially
            via the internet, and have come to command much public attention. Some derive ultimately from ideas found within the Peak
            Oil movement. At times, Big Oil is cast as some sort of deus ex machina wholly in control of the world oil game; at other times, OPEC is given the role of the Almighty.

         
         
         
         
         According to some conspiratorial subplots, either a leading company, such as ExxonMobil, or some shadowy corporate collective
            is engaged in a vast conspiracy to deprive humanity of its rights and of the benefits that should properly flow wherever crude
            is found in abundance. Others take the US as the ultimate arbiter of the global oil game. One or other of these, sometimes
            both in tandem, are seen to orchestrate the money game that governs the distributive impacts of this rare and valued energy.

         
         
         
         
         According to other narratives searching for villains, it is the Middle Eastern sheikhdoms or OPEC that are the source of all
            the problems in the oil world.38 In Over A Barrel Raymond Learsey makes a sharp thrust at OPEC. He attacks its methods, its status (said to be in violation of WTO global rules)
            and the alleged manipulation of crude prices to the detriment of consumers (especially those developing economies bereft of
            oil resources). Rises in the oil price are taken as confirmation of OPEC’s manipulative strategies.

         
         
         
         
         Here we should note that the question of whether OPEC is in effect a cartel is a much-disputed point of economics. Economic
            theory would suggest that it lacks the key ingredients to be a true cartel: sufficient control over supply and discipline
            to enforce its rules. Overall, OPEC has enjoyed moments of grandeur, others of critical influence and some of powerlessness.
            Learsey, however, is unequivocal. He builds his case on the view that oil has never been scarce. Oil scarcity is said here
            to be merely a convenient myth, peddled by OPEC spin doctors and fellow travellers, and relayed by a litany of gullible analysts,
            consultants, uninformed pundits and dodgy politicians. Furthermore, a number of nonmembers, including Mexico, Russia and Norway,
            are accused of collusion. OPEC has managed its affairs in secrecy and, according to Learsey, some of its members (notably
            the Saudis) do not disclose their true oil reserves. Thus the result of OPEC applied strategy is a contrived shortage for
            which the world pays dearly.

         
         
         
         
         As a putative price-fixer, OPEC is charged with breaching US law (though it is immune to prosecution). Learsey not only calls
            for an end to OPEC’s policy, but also damns America for having struck a Faustian pact with this devil. In this caricature,
            America has apparently sold its soul for a steady supply of cheap oil, at the expense of risks to its security because of
            its excessive depend ence on OPEC. Some petrodollars, moreover, are believed to have wound up in the hands of stateless terrorists
            and leaders of rogue nations.

         
         
         
         
         OPEC’s agenda shifts with the tides. In Over A Barrel its central aims are said to consist of extracting maximal economic rent from the world’s consumers, placating the G8 and
            dissuading corporate oil from investments in exploration elsewhere – a paradox since it is high crude prices that encourage
            such strategy. The security premium built into oil prices is attributed to hysteria and fear – psychological states manipulated
            by OPEC’s skilful propaganda, mediated by traders of the electronic barrel. Corporate oil, along with the industry’s media,
            is accused of self-serving collusion – which, despite the clamour for market stability, is seen as a one-way bet for OPEC
            (though in reality, we should note, changes in OPEC’s surplus/deficit positions reveal that this has been untrue over the
            longer term).

         
         
         
         
         Here it is enough to note that OPEC may act, or appear to act, as if it were a de facto empire of oil, except that its nature
            reflects a loose, sometimes fractious, interstate coalition. The interests of its members often differ (even in respect of
            the price of crude). Over time it has lost members (Ecuador, now returning to the fold, and Gabon), seen members weakened
            (notably Indonesia, no longer an exporter) and begun to recruit new members (Angola in 2007, perhaps Sudan in future as well).
            From late 2006 Venezuela sought to interest Ecuador in rejoining the club, an event confirmed in April 2007. In Learsey’s
            view it is OPEC that has been the real victor in Iraq: the latter’s quota has been unused, the fear factor has been driven
            higher, and corporate risk in world oil markets has been accentuated.

         
         
         
         
         Paradoxically, OPEC’s protector, at a cost of some $80 billion per year for security in the Gulf and for some members, is
            the very empire (that is, America) that it supposedly robs with finesse. Some have argued that if this cost were added to
            the barrel price, crude would be found not to have been cheap at all – still less now. For the time being, however, OPEC’s
            existence seems not to be in question; but its calibrated capacity to manage world crude price levels has often been: for
            instance when it tried to apply the $22–28 per barrel price band a few years ago.

         
         
         
         
         [image: -1743750714]

         
         
         
         The critics clearly disagree on which body is supposedly the ultimate arbiter in world oil. For some it is corporate oil,
            for some it is the American empire and for others it is OPEC. There are many devils from which to choose. Some explanations
            border on reductionism or mere fashion. Sometimes it appears that all our woes are the responsibility of Putin or Chavez and
            related allies. Others with less credibility even point to key oil executives. Yet it is most unlikely that any single source
            could ever account for the many configurations to be found in the oil world.

         
         
         
         
         Many of the works in the popular press present a purely political or selective view of the oil game. Some have an evident
            political or ideological agenda, while corporate oil, state oil companies and governments have their own various interests
            too. Then there are competing grand strategy views on world order in which oil plays some critical role.39 In some geopolitical studies, the role of oil is typically linked to the interests of diplomacy, statecraft and the strategies
            of warfare. In these works, however, oil is important but often made subsidiary to global politics, military strength and
            alliances struck between states in the balance of powers.

         
         
         
         
         None of these traditional models – whether based on historiography, market forces, corporate strategy, conflict theory, conspiratorial
            models, or grand strategy design – provides a sufficiently broad or integrated lens to capture all the essentials and critical
            shapes found in and around the oil game. Each prism illuminates some aspects but obscures others. Partial analysis can yield
            only partial understanding. What then to do?

         
         
         
         
         Our explanatory model needs to be broad enough to accommodate many critical features. These include changes in conditions
            over time, including paradigm shifts in the oil world. The framework should relate the state of oil to the state of the world
            – including the process of globalisation, the role of nation states, and the competing roles of corporate oil and national
            oil companies, with allowance for the impacts of the many antagonists aligned against the oil industry.

         
         
         
         
         Without such an overarching model we will be left as prisoners of chaotic events. In this study, therefore, a holistic view
            is suggested. The aim is not to provide a “history of everything in oil”, still less a deterministic history. Rather it is
            to provide a heuristic model of empires of oil that will allow space for dynamics, for cyclical and epochal change, statecraft,
            the origins and realities of competitive empires and their contrary claims, and the shifting tides of grand strategy in world
            affairs.
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