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Race AUoXnd Whe WoUld: The 20-
YeaU ConWeVW foU Oil
B\ AndUeZ Holland

The global oil maUkeW opened Xp, ending an 80-\eaU peUiod Zhen Whe biggeVW conceUn ZaV diYeUViW\

of VoXUceV. NoZ, Ze face a neZ challenge: coVW.

Sunrise over a new  oil f ield in eastern Siberia / Reuters

ThiV poVW iV paUW of a 12-paUW VeUieV e[ploUing hoZ Whe U.S.-RXVVia UelaWionVhip haV Vhaped Whe ZoUld

Vince Whe DecembeU 1991 end of Whe SoYieW Union. Read Whe fXll VeUieV heUe.

Two events made 1991 an unusuall\ important \ear for global oil production and energ\ securit\. The

Persian Gulf War, started when Saddam Hussein's Iraq invaded Kuwait in August, 1990, ended on

Februar\ 28, 1991. In late December, the Soviet Union, whose territor\ held the largest proven oil

reserves outside of the Middle East, collapsed.

U.S. dependence on imported oil had been growing for 30 \ears when the Soviet Union fell. The U.S.

imported 40% of its oil in 1991; 54% of oil imports came from OPEC members and 24% from the

Persian Gulf. The oil crises of 1973 and 1979, and the hardship the\ caused in the U.S., were still in

American memories.. Energ\ dependence was viewed, much like toda\, as a vulnerabilit\.
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SLQFH WKHQ, APHULFDQ HQHUJ\ VHFXULW\ SROLF\ KDV IRFXVHG

RQ HIIRUWV WR H[WULFDWH U.S. HQHUJ\ GHSHQGHQFH IURP WKH

SROLWLFDO YRODWLOLW\ RI WKH MLGGOH EDVW. AV WLQVWRQ

CKXUFKLOO KDG VDLG LQ 1913, "SDIHW\ DQG FHUWDLQW\ LQ RLO OLH

LQ YDULHW\ DQG YDULHW\ DORQH." IQ SUDFWLFH, WKLV KDV PHDQW

LPSRUWLQJ IURP IULHQGO\ QDWLRQV, LQFUHDVLQJ JOREDO

VXSSOLHV, DQG LQWHJUDWLQJ RLO LQWR D VLQJOH JOREDO PDUNHW.

IQ WKH WZR GHFDGHV VLQFH WKH IDOO RI WKH SRYLHW UQLRQ, JOREDO RLO SURGXFWLRQ KDV LQFUHDVHG IURP 66 PLOOLRQ

EDUUHOV SHU GD\ WR DOPRVW 87 PLOOLRQ; PXFK RI WKDW LQFUHDVH IURP RXVVLD DQG WKH IRUPHU SRYLHW

RHSXEOLFV. TKLV DOPRVW FHUWDLQO\ ZRXOGQ'W KDYH KDSSHQHG ZLWKRXW WKH IDOO RI WKH SRYLHW UQLRQ. FRU

H[DPSOH, HQRUPRXV QHZ RLO ILHOGV RI A]HUEDLMDQ DQG KD]DNKVWDQ ZHUH RQO\ GHYHORSHG RQFH IRUHLJQ

LQYHVWRUV DQG WHFKQRORJ\ ZHUH DOORZHG LQ WR PDNH LW KDSSHQ.

PROLWLFDO DQG HFRQRPLF FKDQJHV DOVR EURXJKW QHZ RLO WR PDUNHW. TKH BDNX-TEOLVL-CH\KDQ (BTC) SLSHOLQH

EULQJV FUXGH RLO GULOOHG LQ WKH CDVSLDQ SHD WR PDUNHW WKURXJK A]HUEDLMDQ, GHRUJLD -- WZR IRUPHU SRYLHW

RHSXEOLFV -- DQG TXUNH\. TKH BTC SLSHOLQH, ZKLFK RSHQHG LQ 2006, ZRXOG KDYH EHHQ LPSRVVLEOH 20

\HDUV EHIRUH.

TKH H[SDQVLRQ RI JOREDO RLO SURGXFWLRQ KDV EHHQ DFFRPSDQLHG E\ RLO PDUNHW FRQVROLGDWLRQ. MHUJHUV RI RLO

FRPSDQLHV OLNH E[[RQ-MRELO, CKHYURQ-TH[DFR, BP-APRFR, DORQJ ZLWK VLJQLILFDQW LQIUDVWUXFWXUH

LQYHVWPHQWV FUHDWHG WKH ILUVW WUXO\ JOREDO RLO PDUNHW. OLO FRQWUDFWV DUH WUDGHG LQ OLTXLG FRPPRGLW\

PDUNHWV WKDW FUHDWH XQLIRUP RLO SULFHV DURXQG WKH ZRUOG. DXH WR WKHVH FKDQJHV, SULFH GLIIHUHQFHV LQ RLO

RQO\ UHIOHFW DFWXDO VXEVWDQWLYH GLIIHUHQFHV LQ TXDOLW\ RU WUDQVSRUWDWLRQ FRVWV.

TKHVH GHYHORSPHQWV ZHUH VXSSRVHG WR DOOHYLDWH WKH HQHUJ\ VHFXULW\ FRQFHUQV WKDW WKH U.S. IDFHG DIWHU

WKH 1970V. APHULFD ZRXOG QR ORQJHU EH KHOG KRVWDJH WR VXSSO\ VKRFNV WKDW FRXOG FXW RII RXU DFFHVV WR RLO.

APHULFDQ VROGLHUV ZRXOG QR ORQJHU KDYH WR ILJKW WR SURWHFW VRXUFHV RI RLO.

TKDW KDV QRW SURYHG WR EH WKH FDVH. TKH U.S. WRGD\ SURGXFHV RYHU 50% RI WKH RLO WKDW LW FRQVXPHV, DQG D

IXUWKHU 20% FRPHV IURP RXU IULHQGO\ QHLJKERUV, CDQDGD DQG MH[LFR. IPSRUWV IURP WKH PHUVLDQ GXOI

KDYH IDOOHQ WR 9% RI RXU FRQVXPSWLRQ. IQ VSLWH RI WKHVH WUHQGV ZH VWLOO IDFH FRQFHUQV DERXW HQHUJ\

VHFXULW\.

WH QR ORQJHU ZRUU\ WKDW RXU VXSSO\ ZLOO EH FXW RII, EXW ZH IDFH DQ HYHQ PRUH YH[LQJ SUREOHP -- SULFH. IW

GRHVQ'W PDWWHU WR WKH APHULFDQ FRQVXPHU WKDW WKH VXSSO\ RI RLO WKDW JRHV LQWR KLV RU KHU WDQN LV

GLYHUVLILHG: JDVROLQH LV WKH VDPH ZKHWKHU LW FRPHV IURP CDQDGD, VHQH]XHOD, NLJHULD, RU SDXGL AUDELD.

TKH LQWHJUDWHG, JOREDOL]HG PDUNHW WKDW ZH KDYH FUHDWHG PHDQV WKDW WKH SULFH RI RLO LV VHW JOREDOO\.

TKLV SDVW MD\, DV FLYLO ZDU ZDV VSUHDGLQJ LQ LLE\D, JOREDO RLO SULFHV VKRW XS WR $113 SHU EDUUHO. TKH U.S.

RQO\ LPSRUWHG DERXW 70,000 EDUUHOV SHU GD\ RI RLO IURP LLE\D (DERXW 0.6% RI WRWDO FRQVXPSWLRQ), EXW

WKH GRPHVWLF SULFH RI RLO, DQG WKH JDVROLQH WKDW APHULFDQ FRQVXPHUV GHSHQG RQ, VKRW XS HTXDOO\ IDVW.

IW LV JOREDO GHPDQG -- QRW VXSSO\ GLYHUVLW\ -- WKDW GHWHUPLQHV HQHUJ\ VHFXULW\ LQ WKH PRGHUQ ZRUOG.

APHULFDQ SROLF\ LV EHJLQQLQJ WR DGGUHVV GHPDQG, EXW WRR PDQ\ SROLF\PDNHUV VWLOO EHOLHYH WKDW ZH FDQ

HQVXUH HQHUJ\ VHFXULW\ MXVW E\ SURGXFLQJ PRUH KHUH DW KRPH RU E\ LPSRUWLQJ PRUH IURP CDQDGD. TKH

WUXWK LV WKDW RQO\ E\ UHGXFLQJ APHULFDQ GHSHQGHQFH RQ RLO -- IRUHLJQ DQG GRPHVWLF -- FDQ SROLF\PDNHUV
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break the oil market's choke-hold on the economy.

Only in 2007 did Congress pass legislation that increased fuel economy standards. The Obama

Administration has continued on this path by proposing a rule that will double fuel economy standards

to 54.5 miles per gallon by 2025. Another option, perpetually proposed and just as often rejected, is to

reduce demand over the long term by increasing  gasoline taxes -- as European and Japanese

governments did in response to the 1970s oil crises.

The best way to ensure that oil is no longer strategically important to the United States may be to

promote alternative forms of transportation. A sufficiently large fleet of electric or biofuel-based cars

would reduce the influence oil has on American transportation. Such changes could enhance energy

security far more effectively, though less dramatically, than even the collapse of the Soviet Union.
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