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 PRAISE FOR GUSHER OF LIES

“A must-read for anyone interested in energy issues. Concerning the topic of energy and the many myths associated with energy issues, this is a debunker’s bible.”

—R-Squared Energy Blog

 



“Bryce does a fantastic job of helping people understand the sheer magnitude of energy flows that would have to be replaced to attain energy independence, and conclusively makes his case that pursuing energy interdependence is a superior objective.”

—New York Post


 



“The higher oil prices go—and oil company profits with them—the greater the temptation to seek miracle cures for our energy problems. Mr. Bryce reminds us that as important as energy is, it does not stand apart from a national economy that is deeply connected to the rest of the world, any more than it can be divorced from the laws of thermodynamics. Nor should his informed skepticism be mistaken for cynicism or a sense of futility. His realistic portrayal of our energy situation is timely and important, dismissing widespread notions of quick-and-easy solutions and making a strong case that the current yearning for energy self-sufficiency, while understandable, is both unattainable and inconsistent with the basis of much of our post-World War II success.”

—Energy Outlook


 



“[C]arefully, gleefully throttles the meaningless rhetoric driving the cry for energy independence. . . . High-order muckraking and an excellent primer for addressing the real question: How are we going to handle energy interdependence?”

—Kirkus Reviews


 



“Energy is a very strange business. It takes a brave soul to step into the political fray and make straight calls on facts, merits and the hidden and not-so-hidden agendas of many of the players. Robert Bryce’s lucid take in Gusher of Lies on global energy realities is both engaging and compelling.”

—MARK P. MILLS, writer of the Forbes column “Energy Intelligence,” 
and co-author of The Bottomless Well: The Twilight of Fuel, 
the Virtue of Waste, and Why We Will Never Run Out of Energy


 



“In Gusher of Lies Robert Bryce does political leaders around the world an enormous favor by debunking in its entirety the myth that anymajor energy-consuming countrywith flat or declining energy-supplies can ever achieve the utopia called ‘energy independence.’ He also lucidly spells outexactly whyAmerica is the least likely country even to come close.”

—MATTHEW SIMMONS, chairman of the Houston-based 
investment banking firm Simmons & Company 
International, and author of Twilight in the Desert: 
The Coming Saudi Oil Shock and the World Economy


 



“He blasts Republicans, Democrats, the presidential candidates, Al Gore, Robert Redford, environmentalists, and energy analysts for misleading the public about our energy needs. . . . Meticulously researched with copious facts—nearly all footnoted—this illuminating and sometimes witty work offers another view of the current state of energy.”

—Library Journal


 



“Veteran energy analyst Robert Bryce challenges what has become a policy axiom of the American political establishment . . . [and] demolishes the many ‘false promises’ that are promoted by those calling for energy independence.”

—Business Times Singapore

 



“Ever since Richard Nixon’s dreams of the early 1970s, energy independence has been promoted as both desirable and possible, and for different reasons, it has found advocates right across the country’s  political spectrum. Over the decades many sensible observers have remarked on the delusionary nature of this goal. But in this book Robert Bryce goes a crucial step further as he systematically demolishes this persistent myth by using a wide range of readily available statistics and consistent arguments to deconstruct misinformation about the nature of America’ energy systems and to straighten the misunderstandings about the workings of global energy markets.”

—VACLAV SMIL, distinguished professor, University of Manitoba, 
and author of numerous books including Energy: A Beginner’s Guide 
and Energy at the Crossroads: Global Perspectives and Uncertainties


 



“Bryce handily dispels the public’s misconceptions about energy. . . . He’s spot-on.”

—San Antonio Express-News


 



“Bryce methodically exposes . . . mistaken assumptions and bad logic.... He presents to the reader a strong set of arguments to prove that energy independence is impossible (unless we want to turn the clock way, way back) and that all of the proposed means for achieving it are certain to fall short of their over-hyped expectations.”

—Regulation Magazine

 



“Bryce’s new book couldn’t be more timely. . . . Fascinating.”

—Tucson Citizen







What are the facts? Again and again and again—what are the facts? Shun wishful thinking, ignore divine revelation, forget what “the stars foretell,” avoid opinion, care not what the neighbors think, never mind the unguessable “verdict of history”—what are the facts, and to how many decimal places? You pilot always into an unknown future; facts are your single clue. Get the facts!

ROBERT HEINLEIN, 1907–1988







 AUTHOR’S NOTE


The concept for this book grew out of my first two books. In the course of writing Pipe Dreams and Cronies, I began to understand the multitude of ways that the energy business influences local, national, and global politics. Those books, and this one, are part of my ongoing fascination with the energy business. From the financial to the technological, from the drill bit to the spark plug, the energy sector is the biggest, most interesting, most dynamic, most important business on the planet. It’s also the most misunderstood.

I did not write this book with a political agenda—at least not one that comes from any partisan convictions. I am neither Democrat nor Republican. I am a charter member of the Disgusted Party. I’m a radical centrist, a raging moderate, who leans toward the libertarian and believes wholeheartedly in the U.S. Constitution and the Bill of Rights.

Although I wrote this book with the hope that it will bring a smidgen of sensibility to the debate over energy, I am not overly sanguine about the prospects. Neither the Republicans nor the Democrats appear serious about addressing America’s energy needs. And therein lies the key problem in America’s energy discussions: There’s far too much religion and far too little science. Politicians and pundits prefer demagoguery to the reality of the global energy marketplace. This book was written as a rebuke to that partisanship and as a reminder to Americans and energy consumers everywhere that they are, like it or  not, participants in a global economy—one that trades in everything from gasoline to fresh flowers—and they must accept that fact.

This book reflects an ongoing shift in my views on energy policy. Three or four years ago, I bought into some of the concepts that I debunk in this book. I used to think that a government-sponsored “Manhattan Project” for energy development was the key to resolving America’s future energy needs. I have advocated a carbon tax. I have also written essays that accepted the neoconservatives’ claims that America’s oil needs are directly related to terrorism.

I no longer subscribe to those notions. Instead, I am increasingly of the view that government needs to quit meddling in the energy market for a simple reason: Each time Congress or the White House gets too involved in the energy business, supplies get tighter or prices increase, or both. Of course, politicians always want to “help.” And the energy sector provides a perfect venue for demagogues to bash the evils of Big Oil, or Big Coal, or Bad Arabs, or Evil OPEC. Unfortunately for consumers, history has repeatedly shown that congressional meddling usually ends in a muddle. It also shows that the less regulation imposed on the energy sector, the better, usually, for consumers.

On a more personal note, this book had several fits and starts and took far longer to write than it probably should have.

Many thanks to A. F. Alhajji at Ohio Northern University. He facilitated my 2006 visit to Saudi Arabia and the United Arab Emirates—a trip that helped me begin to understand the Arab world and the ongoing trend of globalization within the energy sector. He has also been a wonderful sounding board and friend. Thanks to Abdulwahab al-Faiz, the editor of Al Eqtisadiah, the Saudi business newspaper, for his encouragement and his desire to have my opinions published in Arabic.

Mike Ameen offered a wealth of historical insights, encouragement, and a Rolodex that includes contacts around the world. (Better still, he never lets me pick up the restaurant bill.) Thanks also to my pal Robert Elder, Jr., a terrific reporter who offered numerous insights and many helpful suggestions on the various drafts of this manuscript. Special  thanks to my favorite father-in-law and favorite chemist, Paul G. Rasmussen, for his patience and guidance on matters of thermodynamics and ethanol. He patiently read many drafts and offered helpful tweaks and ideas about style. My understanding of ethanol was greatly enhanced by my many conversations with my friend Tad Patzek of the University of California at Berkeley, who offered technical help and encouragement. Critical help on the ethanol front came from Jan Kreider and Bill Reinert, who alerted me to the huge water costs associated with large-scale ethanol production.

Thanks, too, to Mark Mills, Donald Stedman, Vaclav Smil, Guy Caruso, Arthur L. Smith, John S. Herold Inc., Tom Morehouse, Abdulaziz Sager, the Gulf Research Center, Mauro Renteria, Ron and Violet Cauthon, Bryan Shahan, Yazan Rahman, Steve Miller, Adnan Suboh, Matthew Simmons, Will van Overbeek, Charley Maxwell, Jim Moore, H. J. Gruy, Jay Tapp, Thomas Palaima, Ross Milloy, Farris Rookstool III, Khaled bu-Ali, Maan al-Saena, and Salah Tamari. In addition, I want to thank Chuck Spinney, Greg Wilcox, G. I. Wilson, Allen Gill, Rex Rivolo, and Donald Vandergriff, all of whom offered encouragement and advice throughout my research and writing. Key help came from Robert L. Bradley, Jr., the president of the Institute for Energy Research, who offered many insightful suggestions and politely made it clear where I was being careless in my thinking and writing.

Omar Kader was a great help, offering patient advice and a substantial amount of time. He reminded me to stay focused—and he did so at a critical time in the writing of this book. Peter Wells and Sarah Lloyd were a tremendous help in providing contacts in Dubai and Kuwait. So, too, was Khaled al-Shaya, who introduced me to a number of helpful people in the Kuwaiti oil sector. I must also tip my hat to Alex Economides and Jay Clark of the Energy Tribune, who helped with various charts and data. In particular, I must thank the magazine’s editor, Michael J. Economides, who has been supportive in a number of key ways.

I got outstanding research help from Les McLain, an Excel whiz who helped manage a myriad of spreadsheets, charts, and minutiae.  She made this book better. My friend and fact checker, Mimi Bardagjy, not only caught errors, but she also offered savvy advice on editing and organization. While all of these people provided assistance, any errors in these pages are my own.

I must acknowledge one bit of software that made this book possible: NoteTaker. I have used dozens of software programs, but NoteTaker, made by AquaMinds, is one of the most useful pieces of software I’ve come across.

I need to thank my agent, Dan Green, for his patience and gentle guidance. Thanks to my favorite editor on the planet, Lisa Kaufman at PublicAffairs, who continues to show her faith in me. She, Susan Weinberg, and Peter Osnos remained patient and encouraging as I struggled to find the book within the material I was collecting.

A thousand thanks to my children, Mary, Michael, and Jacob, for their patience and love. All of them are insanely great. And finally, there are no words capable of expressing my affection and appreciation to my wife, Lorin—my first reader, my first editor, and my one, true love.






 INTRODUCTION

 The Persistent Delusion


Americans love independence.

Whether it’s financial independence, political independence, the Declaration of Independence, or grilling hotdogs on Independence Day, America’s self-image is inextricably bound to the concepts of freedom and autonomy. The promises laid out by the Declaration—life, liberty, and the pursuit of happiness—are the shared faith and birthright of all Americans.

Alas, the Founding Fathers didn’t write much about gasoline.

Nevertheless, over the past 30 years or so—and particularly over the past 3 or 4 years—American politicians have been talking as though Thomas Jefferson himself warned about the dangers of imported crude oil. Every U.S. president since Richard Nixon has extolled the need for energy independence. In 1974, Nixon promised it could be achieved within 6 years.1 In 1975, Gerald Ford promised it in 10.2 In 1977, Jimmy Carter warned Americans that the world’s supply of oil would begin running out within a decade or so and that the energy crisis that was then facing America was “the moral equivalent of war.”3


The phrase “energy independence” has become a prized bit of meaningful-sounding rhetoric that can be tossed out by candidates and political operatives eager to appeal to the broadest cross section of  voters. When the U.S. achieves energy independence, goes the reasoning, America will be a self-sufficient Valhalla, with lots of good-paying manufacturing jobs that will come from producing new energy technologies. Farmers will grow fat, rich, and happy by growing acre upon acre of corn and other plants that can be turned into billions of gallons of oil-replacing ethanol. When America arrives at the promised land of milk, honey, and supercheap motor fuel, then U.S. soldiers will never again need visit the Persian Gulf, except, perhaps, on vacation. With energy independence, America can finally dictate terms to those rascally Arab sheikhs from troublesome countries. Energy independence will mean a thriving economy, a positive balance of trade, and a stronger, better America.

The appeal of this vision of energy autarky has grown dramatically since the terrorist attacks of September 11. That can be seen through an analysis of news stories that contain the phrase “energy independence.” In 2000, the Factiva news database had just 449 stories containing that phrase. In 2001, there were 1,118 stories. By 2006, that number had soared to 8,069.

The surging interest in energy independence can be explained, at least in part, by the fact that in the post–September 11 world, many Americans have been hypnotized by the conflation of two issues: oil and terrorism. America was attacked, goes this line of reasoning, because it has too high a profile in the parts of the world where oil and Islamic extremism are abundant. And buying oil from the countries of the Persian Gulf stuffs petrodollars straight into the pockets of terrorists like Mohammad Atta and the 18 other hijackers who committed mass murder on September 11.

Americans have, it appears, swallowed the notion that all foreign oil—and thus, presumably, all foreign energy—is bad. Foreign energy is a danger to the economy, a danger to America’s national security, a major source of funding for terrorism, and, well, just not very patriotic. Given these many assumptions, the common wisdom is to seek the balm of energy independence. And that balm is being peddled by the Right, the Left, the Greens, Big Agriculture, Big Labor, Republicans, Democrats, senators, members of the House, George W. Bush, the opinion page of the New York Times, and the neoconservatives. About the only faction that dismisses the concept is Big Oil. But then few people are listening to Big Oil these days.

  




FIGURE 1 Stories in the Factiva News Database Containing the Phrase “Energy Independence,” 1988–2006


[image: 002]


SOURCE: Factiva; analysis done by author, April 7, 2007.

 



Environmental groups like Greenpeace and Worldwatch Institute continually tout energy independence.4 The idea has long been a main talking point of Amory Lovins, the high priest of the energy-efficiency movement and the CEO of the Rocky Mountain Institute.5 One group, the Apollo Alliance, which represents labor unions, environmentalists, and other left-leaning groups, says that one of its primary goals is “to achieve sustainable American energy independence within a decade.”6


Al Gore’s 2006 documentary about global warming, An Inconvenient Truth, implies that America’s dependence on foreign oil is a factor in global warming.7 The film, which won two Academy Awards (for best documentary feature and best original song), contends that foreign oil should be replaced with domestically produced ethanol and that this replacement will reduce greenhouse gases.8 (In October 2007, Gore was awarded the Nobel Peace Prize.)

The leading Democratic candidates for the White House in 2008 have made energy independence a prominent element of their stump speeches. Illinois senator Barack Obama has declared that “now is the time for serious leadership to get us started down the path of energy independence.” 9 In January 2007, in the video that she posted on her Web site that kicked off her presidential campaign, New York senator Hillary Clinton said she wants to make America “energy independent and free of foreign oil.”10 Former North Carolina senator John Edwards believes the U.S. needs “energy independence from unstable and hostile areas of the world.”11


The Republicans are on board, too. In January 2007, shortly before Bush’s State of the Union speech, one White House adviser declared that the president would soon deliver “headlines above the fold that will knock your socks off in terms of our commitment to energy independence.” 12 In February 2007, Arizona senator and presidential candidate  John McCain told voters in Iowa, “We need energy independence. We need it for a whole variety of reasons.”13 In March 2007, former New York mayor Rudolph Giuliani insisted that the federal government “must treat energy independence as a matter of national security.” He went on, saying that “we’ve been talking about energy independence for over 30 years and it’s been, well, really, too much talk and virtually no action. . . . I’m impatient and I’m single-minded about my goals, and we will achieve energy independence.”14


On April 26, 2007, another Republican candidate, Mitt Romney, the former governor of Massachusetts, used the Jerusalem Post’s e-mail list to conflate the issues of oil, terrorism, Israel, and energy independence in a fund-raising appeal for his presidential campaign. The e-mail message, which showed a large picture of Iranian president Mahmoud Ahmadinejad, asked several questions, including “Do you believe that those who support terrorism against America and against the state of Israel should be held accountable?” The next question: “Do you agree that we must become energy independent and stop sending $1 billion a day to nations like Iran and Syria who use that money against us?”15 (Syria exports modest amounts of crude oil.16)

The Democratic Party, which won control of the House and Senate in the November 2006 elections, has made energy independence a key talking point. About the time of the elections, Nancy Pelosi, the congresswoman from San Francisco who became Speaker of the House, issued the Democrats’ “New Direction” agenda. The third point on that list—right after raising the minimum wage and repealing certain tax incentives—is “invest in research and development to promote energy independence.” It says the Democrats will achieve energy independence “within ten years. We should be sending our energy dollars to the Midwest, not the Middle East. America’s farmers will fuel America’s energy independence.”17


A Democratic think tank, the Center for American Progress, which was created by a group of politicos from the Clinton administration, has launched a campaign called “Kick the Oil Habit,” an effort that seems to imply America can quit using oil with the same ease that a smoker might  give up cigarettes.18 In May 2006, the group’s lead spokesman, actor Robert Redford, appeared on TV talk shows and wrote opinion pieces in which he said the U.S. should quit using oil altogether so that it can get away from “dictators and despots.” The solutions proposed by Redford and the Democrats: more ethanol, biofuels, and hybrid vehicles.19 During an appearance on CNN’s Larry King Live, Redford said that he supported corn ethanol production because “it’s cheaper. It’s cleaner. It’s renewable. And you know what? It’s American because we grow it.”20


In January 2007, Andy Grove, the former chairman of giant computer-chip maker Intel Corp., penned an opinion piece for the Wall Street Journal in which he decried the lack of progress toward energy independence: “Even though the importance of the energy independence issue has been recognized and emphasized by every president since 1974, our vital national objective is vanishing like a mirage in the distance.” Grove went on to claim that our use of foreign energy “gives great power to other nations over our destiny.”21


In September 2007, S. David Freeman, a longtime advocate of renewable energy who once chaired the Tennessee Valley Authority and has headed several other electric utilities, released a book called Winning Our Energy Independence: An Energy Insider Shows How. Freeman’s book calls for a multidecade effort to close America’s older coal and nuclear power plants while focusing on more efficient plug-in hybrid cars. A press release publicizing the book says that “Freeman charges that the reason we aren’t already using more renewable energy is that the oil companies and electrical utilities have waged a slick campaign to deceive Americans.”22


In October 2007, a book with a similar theme—Freedom from Oil: How the Next President Can End the United States’ Oil Addiction—rose to number 8 on the Washington Post’s bestseller list. The book, by David Sandalow, a senior fellow at the Brookings Institution and a former official in the Clinton administration, touts the potential of plug-in hybrid cars, biofuels, and fuel efficiency to cut America’s oil consumption. The front cover of the book has a blurb from Al Gore which says that when Sandalow “writes about energy and the environment, we should all pay close attention.”

Polls show that an overwhelming majority of Americans are worried about foreign oil. A March 2007 survey by Yale University’s Center for Environmental Law and Policy found that 93 percent of respondents said imported oil is a serious problem and 70 percent said it was “very” serious.23 That finding was confirmed by an April 2007 poll by Zogby International, which found that 74 percent of Americans believe that cutting oil imports should be a high priority for the federal government. And a majority of those surveyed said that they support expanding the domestic production of alternative fuels.24


The energy independence rhetoric has become so extreme that some politicians are even claiming that lightbulbs will help achieve the goal. In early 2007, U.S. Representative Jane Harman, a California Democrat, introduced a bill that would essentially outlaw incandescent bulbs by requiring all bulbs in the U.S. to be as efficient as compact fluorescent bulbs. Writing about her proposal in the Huffington Post, Harman declared that such bulbs could “help transform America into an energy efficient and energy independent nation.”25


While Harman may not be the brightest bulb in the chandelier, there’s no question that the concept of energy independence resonates with American voters and explains why a large percentage of the American populace believes that energy independence is not only doable but desirable.

But here’s the problem, and the reason for this book: It’s not and it isn’t.

Energy independence is hogwash. From nearly any standpoint—economic, military, political, or environmental—energy independence makes no sense. Worse yet, the inane obsession with the idea of energy independence is preventing the U.S. from having an honest and effective discussion about the energy challenges it now faces.

This book focuses on the need to acknowledge, and deal with, the difference between rhetoric and reality. The reality is that the world—and the energy business in particular—is becoming ever more interdependent. And this interdependence will likely only accelerate in the years to come as new supplies of fossil fuel become more difficult to find and more expensive to produce. While alternative and renewable  forms of energy will make minor contributions to America’s overall energy mix, they cannot provide enough new supplies to supplant the new global energy paradigm, one in which every type of fossil fuel—crude oil, natural gas, diesel fuel, gasoline, coal, and uranium—gets traded and shipped in an ever more sophisticated global market.

Regardless of the ongoing fears about oil shortages, global warming, conflict in the Persian Gulf, and terrorism, the plain, unavoidable truth is that the U.S., along with nearly every other country on the planet, is married to fossil fuels. And that fact will not change in the foreseeable future, meaning the next 30 to 50 years. That means that the U.S. and the other countries of the world will continue to need oil and gas from the Persian Gulf and other regions. Given those facts, the U.S. needs to accept the reality of energy interdependence.

The integration and interdependence of the $5-trillion-per-year global energy business can be seen by looking at Saudi Arabia, the biggest oil producer on the planet.26 In 2005, the Saudis imported 83,000 barrels of gasoline and other refined oil products per day.27 It can also be seen by looking at Iran, which imports 40 percent of its gasoline needs. Iran also imports large quantities of natural gas from Turkmenistan.28 If the Saudis, with their 260 billion barrels of oil reserves, and the Iranians, with their 132 billion barrels of oil and 970 trillion cubic feet of natural gas reserves, can’t be energy independent, why should the U.S. even try?29


An October 2006 report by the Council on Foreign Relations put it succinctly: “The voices that espouse ‘energy independence’ are doing the nation a disservice by focusing on a goal that is unachievable over the foreseeable future and that encourages the adoption of inefficient and counterproductive policies.”30


America’s future when it comes to energy—as well as its future in politics, trade, and the environment—lies in accepting the reality of an increasingly interdependent world. Obtaining the energy that the U.S. will need in future decades requires American politicians, diplomats, and businesspeople to be actively engaged with the energy-producing countries of the world, particularly the Arab and Islamic producers.  Obtaining the country’s future energy supplies means that the U.S. must embrace the global market while acknowledging the practical limits on the ability of wind power and solar power to displace large amounts of the electricity that’s now generated by fossil fuels and nuclear reactors.

The rhetoric about the need for energy independence continues largely because the American public is woefully ignorant about the fundamentals of energy and the energy business.31 It appears that voters respond to the phrase, in part, because it has become a type of code that stands for foreign policy isolationism—the idea being that if only the U.S. didn’t buy oil from the Arab and Islamic countries, then all would be better. The rhetoric of energy independence provides political cover for protectionist trade policies, which have inevitably led to ever larger subsidies for politically connected domestic energy producers, the corn ethanol industry being the most obvious example.

But going it alone with regard to energy will not provide energy security or any other type of security. Energy independence, at its root, means protectionism and isolationism, both of which are in direct opposition to America’s long-term interests in the Persian Gulf and globally.

Once you move past the hype and the overblown rhetoric, there’s little or no justification for the push to make America energy independent. And that’s the purpose of this book: to debunk the concept of energy independence and show that none of the alternative or renewable energy sources now being hyped—corn ethanol, cellulosic ethanol, wind power, solar power, coal-to-liquids, and so on—will free America from imported fuels. America’s appetite is simply too large and the global market is too sophisticated and too integrated for the U.S. to secede.

Indeed, America is getting much of the energy it needs because it can rely on the strength of an ever-more-resilient global energy market. In 2005, the U.S. bought crude oil from 41 different countries, jet fuel from 26 countries, and gasoline from 46.32 In 2006, it imported coal from 11 different countries and natural gas from 6 others.33 American consumers in some border states rely on electricity imported from Mexico and Canada.34 Tens of millions of Americans get electricity from nuclear  power reactors that are fueled by foreign uranium. In 2006, the U.S. imported the radioactive element from 8 different countries.35


Yes, America does import a lot of energy. But here’s an undeniable truth: It’s going to continue doing so for decades to come. Iowa farmers can turn all of their corn into ethanol, Texas and the Dakotas can cover themselves in windmills, and Montana can try to convert all of its coal into motor fuel, but none of those efforts will be enough. America needs energy, and lots of it. And the only way to get that energy is by relying on the vibrant global trade in energy commodities so that each player in that market can provide the goods and services that it is best capable of producing.

This book is designed to provide a sober look at America’s energy situation. To that end, it is divided into several sections.

Part 1 examines the appeal of energy independence, a concept that has gained traction in the minds of many Americans because it appears to offer a solution to a number of thorny problems now faced by the U.S. This section details the many false promises that lie behind the rhetoric of energy independence. It also looks at America’s energy imports and compares them to the imports of other key mineral commodities.

Part 2 discusses America’s history in the global energy market and how it went from being a dominant producer that dictated the global price of oil to an oil importer that has the price of oil dictated to it by OPEC. This section explains how nearly every presidential administration since that of Richard Nixon has responded to this shift in power by making strategic alliances with certain Persian Gulf countries, by militarizing the region, and by promising that energy independence lay just around the nearest corner service station. It will also show how the latest push for energy independence is being led by the same group of warmongering neoconservatives who led the cheerleading for the Second Iraq War.

Part 3 provides a discussion of why the U.S. cannot wean itself off foreign energy. There are three main reasons: Energy use keeps growing; energy efficiency won’t necessarily mean a reduction in consumption; and most important, renewable energy and alternative fuels  simply cannot provide the volume of energy needed to replace traditional fossil fuels at any time in the foreseeable future.

This section provides a comprehensive dissection of the ethanol scam. The promise of energy independence has given powerful members of Congress the excuse they need to provide ever greater subsidies to special interests, Big Corn and Big Ethanol being the primary beneficiaries. Whether the issue is subsidies, food supplies, land use, air pollution, energy balance, Brazilian ethanol, or the way ethanol affects the selection of America’s presidential candidates, ethanol is one of the biggest frauds ever perpetrated on U.S. taxpayers. In addition to providing a critical look at ethanol, this section examines the challenges facing other energy sources, including natural gas, wind, solar, coal, and nuclear power. And it shows why none of those sources will be able to provide enough energy to obviate the need for imports.

Part 4 discusses the rising power and influence of the Arab and Islamic states in the Persian Gulf and tells why the U.S. cannot ignore this trend. Saudi Arabia, Dubai, and Iran are all gaining influence, much of which is due to their energy resources. For the Saudis and the Iranians, that influence comes directly from oil and gas. Dubai’s influence is coming from the emirates’ skill in trading and its embrace of open markets. This section gives examples of the world’s growing energy interdependence and offers ideas about how the U.S. should move forward with regard to energy over the coming years and decades.

The goal throughout this book is to use common sense and easily verifiable facts—nearly all of them footnoted—not hyperbole and emotion.

There is no partisan agenda at work in these pages. There is no such thing as Democratic kilowatt-hours or Republican gasoline. Consumers don’t purchase liberal electricity or conservative motor fuel. Their interest is in obtaining the energy they need at affordable prices.

This book is designed to provide facts, not propaganda. Understanding the facts behind America’s energy situation requires perspective. And that requires a deeper understanding of how America’s energy imports compare to imports of other essential commodities. While American politicians are obsessed with imported oil, little attention is given to the potential dangers of America’s need for platinum, even though  the U.S. imports 91 percent of the platinum that it consumes. The U.S. relies on foreign suppliers for dozens of other critical commodities, ranging from semiconductors to steel.36 All of which raises an obvious question: Why should America stop at energy independence? Why not demand fresh-flower independence? Or perhaps iPod independence?

That’s the focus of Chapter 1.






PART ONE

WHY WE THINK WE WANT ENERGY INDEPENDENCE





 1

 IMPORTS ARE US


Oil is a strategic commodity. And it always will be. But America’s oil imports must be seen in context alongside its reliance on other critical commodities like semiconductors and palladium.

A vocal group of anti-foreign-oil pundits claim that America imperils its security because of its reliance on Persian Gulf oil producers. That claim persists even though the countries of the Persian Gulf supplied just 11 percent of all the oil consumed in the U.S. in 2005.1 Sure, that 11 percent is essential. And yes, it would be difficult for the U.S. to replace those imports. But those fuel imports are just one facet of America’s overall import picture.

Although the U.S. imports about 60 percent of its total oil needs, it imports about 80 percent of its semiconductors.2 Like oil, semiconductors are an essential commodity. And yet, the U.S. has not deployed the 82nd Airborne Division to Taiwan as an insurance policy against the possibility that a foreign power might halt the flow of flash memory, processors, and other computer hardware. Nor are any politicians declaring the need for America to be “semiconductor independent.” As Ivan Eland, the savvy analyst and columnist at the Independent Institute, points out, “Oil accounts for between 65 and 95 percent of the exports of Persian Gulf nations. In contrast, oil makes up only about 7 percent of U.S. imports. Thus, most states, whether their governments are friendly to the United States or not, have a huge incentive to export oil into the world market.”3


The oil-rich nations in the Persian Gulf and elsewhere have to sell their petroleum. They can’t drink it, nor use it to water their palm trees. They must sell it. And America and other oil-importing countries are eager buyers. As with every other product or service, the buyer and the seller reach a price and the deal is done. Both buyer and seller benefit from the transaction. And the more business they do, the more interdependent they become.

That interdependence extends far beyond oil and semiconductors. America is heavily dependent on imported minerals. The U.S. imports 100 percent of its bauxite, alumina, manganese, strontium, yttrium, and 13 other strategic mineral commodities. (For the full list of the mineral commodities that the U.S. imports and their individual uses, see Appendix A.)

According to the U.S. Geological Survey, the U.S. imports 99 percent of its gallium, 91 percent of its platinum, 88 percent of its tin, 81 percent of its palladium, 76 percent of its cobalt, and 72 percent of its chromium.4 All of those items are essential commodities in the American economy. So why hasn’t Barack Obama called for palladium independence? Why doesn’t George W. Bush insist on cobalt independence?

The delusion of energy independence is attracting adherents at the same time that Americans are fixated on energy costs. There is a widespread perception that oil and other forms of energy are near record highs in terms of cost. But that perception is flat wrong. Here’s a startling fact: In early 2007, Americans were paying less for gasoline than they did back in 1919. The seldom-mentioned and seemingly counterintuitive truth about America’s energy business is that it keeps getting better and better at delivering more and more energy and doing so at lower and lower prices. And part of the reason why American energy prices have fallen is that U.S. consumers are able to rely on the global market for oil, gas, coal, electricity, and uranium.

In 1919, gasoline (on an inflation-adjusted basis) cost about $2.97 per gallon.5 That year, the U.S. was using about 2.7 billion gallons of motor fuel per year, or about 176,000 barrels of oil per day.6 Today, the U.S. is using about 21 million barrels of oil per day, or about 119 times  as much as it was back in 1919, and yet real motor fuel prices have fallen.7 In fact, oil—along with most other energy forms that Americans buy—remains remarkably cheap by almost any measure. In early August 2007, regular gasoline in the U.S. cost, on average, $2.82 per gallon—that’s $0.15 cheaper than it was back in 1919.8 The same trend can be seen in crude oil prices. In mid-2007, crude oil prices were about the same, again, in inflation-adjusted dollars, as they were in 1983.9


So why have prices for gasoline and other oil products fallen (or stayed flat) over the last eight or nine decades? Well, one key reason is obvious: The U.S. can import those commodities from lots of different countries. And the U.S. has been doing just that for nearly a century.


The U.S. was a net crude oil importer way back in 1913. In fact, between 1913 and 2007, the U.S. was a net crude exporter in just nine of those years.10 In 1913—just five years after Henry Ford began selling his Model T—America was importing 36,000 barrels of crude oil per day.11 Nine decades later, in 2005, with George W. Bush in the White House, the U.S. was importing almost 300 times as much oil as it did when Woodrow Wilson was living at 1600 Pennsylvania Avenue.12


But once again, those numbers must be put in perspective. Over the past century or so, America’s energy consumption has grown in direct relation to its economic growth: In 1913, America’s gross domestic product was about $39 billion. By 2005, U.S. GDP was more than $12.4 trillion, or about 300 times as much as the 1913 figure.13 Thus, in a remarkable parallel, that 300-fold increase in oil imports has been accompanied by a 300-fold increase in America’s economic output.

Further, the imports from 1913 must be considered in terms of the number of motor vehicles in use. Back in 1913, there were only about 1.25 million motor vehicles in America.14 Nine decades later, that fleet has grown nearly 200-fold to some 243 million motor vehicles.15


The trends in oil prices are similar to those in electric power: Electricity isn’t getting more expensive, it’s getting cheaper. In 2005, electricity in the U.S. (again on an inflation-adjusted basis) was about 16 percent cheaper than it was in 1960, partly because coal is getting cheaper.16 In 2005, coal was about 10 percent cheaper than it was back in 1960.17 Why  is it cheaper? Well, in part because of technology. American miners are getting more efficient in their production techniques. Another factor: American coal producers must compete with foreign coal producers.

Many Americans don’t believe energy is getting cheaper for a simple reason: They are using more of it. Consumption of both oil and electricity in the U.S. has been increasing for decades, and those increases tend to cancel out any noticeable reductions in price. Nevertheless, the clear and unavoidable truth about energy imports—as well as the myriad other items that the U.S. imports from foreign countries—is that imports are critically important to the overall health of the American economy. The U.S. cannot survive without foreign crude, nor can it manage without imports of rare minerals like gallium, which is needed to make semiconductors, photovoltaic cells, and lasers.

Over the past few years, the essentiality of imports to the U.S. economy has been overshadowed by other issues, like the Second Iraq War. And those issues are confounding and frustrating the American public. The next chapter will discuss how America’s frustrations in Iraq, along with fears about peak oil and other matters, are contributing to the emotional appeal of energy independence.
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THE EMOTIONAL APPEAL OF ENERGY INDEPENDENCE


In early 2006, George W. Bush famously declared that America was “addicted to oil.” That surely is true. America is addicted to oil. And that habit is big and costly. But pardon me for asking an impertinent—but critical—question: So what?

Every other country on the planet is addicted to oil, too. Other developed countries—namely, Japan, Germany, and France—import nearly all of their oil and they have been doing so for many years.1 China’s oil import needs are growing faster than those of any other country. And yet the Chinese don’t have a single soldier on the ground in the Persian Gulf. They are not panicking, nor are their leaders yammering about energy independence. The countries of the world, the people of the world, are addicted to oil because it is a remarkably flexible substance. It’s compact, contains loads of heat energy, is easily transported, and can be used for a myriad of tasks, from transportation, to making plastics, to heating, to electricity production.

America’s access to plentiful supplies of cheap motor fuel has contributed directly to its affluence. Energy consumption creates wealth. It is axiomatic: As energy use rises, people get richer. It’s true always, everywhere. It is no accident that the countries with the highest per  capita incomes are also the ones with the highest rates of energy consumption. Nor is it accidental that the countries with the lowest levels of infant mortality tend to be the ones that have the highest rates of energy consumption. The higher living standards that come with greater energy use help foster education and slow population growth. Indeed, energy is the essential ingredient in any economy.

 




FIGURE 2 Energy Use and Prosperity
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SOURCES: CIA Factbook, BP.

Image is courtesy of Huber and Mills, The Bottomless Well, and www.digitalpowergroup.com at http://www.digitalpowergroup.com/TBW/downloads/figure82.pdf.

 



And yet, there is a restlessness—perhaps the best word is guilt—among many Americans about the amount of energy they consume. That idea was evoked by presidential hopeful Barack Obama, who, in a February 2007 speech, said America must break free of the “tyranny of oil.”2


Obama’s comment is indicative of a deep schizophrenia about energy in the U.S.

Americans love their cars, their motorcycles, their boats, and their lawnmowers, and by extension, they also love the gasoline that powers them. During the 1980s, General Motors had an advertising slogan that  reflected this affection: “It’s not just your car, it’s your freedom.” And of course, that freedom—that independence—is predicated on the availability of gasoline. (Each American uses, on average, about three gallons of oil per day.3) Americans not only love their cars, they love their car companies. In 2007, the giant Japanese automaker Toyota Motor ranked third in Fortune magazine’s rankings of America’s most admired companies. 4 In Fortune’s 2006 ranking of the most admired global companies, two automakers were in the top 15: Toyota (2nd) and BMW (13th).5


America maybe a NASCAR Nation united in its love of the Daytona 500, the late Dale Earnhardt, and fast race cars plastered with gaudy advertisements; the U.S. may have more automobiles and more miles of paved roads than any other country on the planet; and millions of middle-aged American men may hope that their shiny new Harley Davidson motorcycles will return them to their youth; but none of these factors prevent millions of Americans from hating the oil companies with a deep and abiding passion.6


In an August 2006 Gallup poll, researchers found that just 15 percent of Americans had a positive view of the oil and gas industry, while 77 percent had a negative image. Out of 25 sectors that Gallup asked about, the oil and gas industry ranked dead last. Even the federal government ranked ahead (but just barely) of the oil and gas industry in the collective opinion of the general public.7


The American public’s split personality regarding their automobiles and the gasoline they need to drive them explains some of the appeal offered by the concept of energy independence. That tormented relationship with oil and gasoline has melded with four other sticky issues in the modern American psyche. And every one of those issues is so big and intractable that together they further exacerbate the average American’s anxiety about energy in general and oil in particular.

The four issues:
• Iraq

• Infrastructure attacks and Osama bin Laden

• Peak oil

• Climate change





All of those issues cause anxiety, and voters are looking for something—anything—that gives them reason for optimism. The idea of energy independence appears to do just that.

In October 2006, Democratic Party adviser James Carville sent out a memo to friends of the Democracy Corps, the political strategy group that he started with several other Democratic political consultants. Predicting a big win for the Democrats in the November 2006 elections, Carville advised that “Democrats need to talk about the change they will bring, starting with major efforts to achieve energy independence.”8 Carville, who gained fame by helping Bill Clinton win the White House in 1992, went on to discuss some polling data, which came from a group of voters who tended toward the Republican end of the spectrum. The key finding: 42 percent of those polled said that the most important national security priority of the U.S. was “reducing dependence on foreign oil.” The second most important security issue, according to 26 percent of the respondents, was “combating terrorism.” As Democracy Corps cofounder Stan Greenberg explained it, those two issues were also closely bound up with the Second Iraq War. “When we lay out different plans for how to deal with Iraq, any plan that also includes energy independence tops any other plan that doesn’t,” explained Greenberg.” 9 The memo concluded with a clear message for Democrats:
Our research shows that a candidate that says he or she will go to Washington and change things there, and will work together with both parties to do major things to move the country toward energy independence has a powerful impact on the vote. It is the one issue that gives people hope we can be more secure, get beyond Iraq, and also have a stronger economy that creates American jobs.10






The second sentence contains the essential message: Energy independence “gives people hope.” And there’s the appeal. Since the September 11, 2001, attacks, Americans have been inundated with bad news about the four issues cited above, and all of those issues are tied directly, or indirectly, to oil and energy.

First, Iraq.




IRAQ 

There’s a deep irony—and tragedy—in the fact that America is immersed in the rhetoric of energy independence at the very same time that the U.S. military is in Mesopotamia seeking control of Iraq’s oil. Partisans can argue about the reasons behind George W. Bush’s decision to launch an elective war against Iraq, but no matter how you slice it, the Second Iraq War is, in large measure, about controlling the flow of that country’s oil.

Just for review purposes, it’s worth recalling that the Bush administration’s stated justification for the invasion of Iraq was that Saddam was supporting terrorism; further, that left unchecked, he would unleash his arsenal of weapons of mass destruction on the West. After the invasion, when inspectors failed to find any of those weapons of mass destruction—weapons that the CIA’s then-director, George Tenet, and then-Secretary of State Colin Powell assured the world were there—Bush and his supporters changed their story, claiming that the U.S. had invaded Iraq in order to spread democracy in the Middle East. When democracy failed to materialize, the justification for the invasion turned, predictably, to oil.

For about two and a half decades, Saddam Hussein ruthlessly controlled Iraq—home of the world’s third largest conventional oil reserves (behind Saudi Arabia and Iran).11 That oil made him a key player in Middle East politics from the 1970s through 2003. It made him both a friend of the West and an enemy of the West. He was a friend of the U.S. in the 1970s and during the Iran-Iraq war of the 1980s. During that time, the U.S. did all it could to help Iraq increase its oil exports. He later became a foe, thanks to his invasion of Kuwait, which led to the First Iraq War. During the 1990s, Saddam’s antagonism of the U.S. was made possible because of the vast oil wealth that he controlled. The oil-for-food scandal, during which Saddam siphoned off billions of dollars, was a result of Iraq’s vast oil wealth. As energy journalist John Roberts explained in a 2003 paper for the International Research Center for Energy and Economic Development, oil allowed Saddam to buy weapons, foil the United Nations sanctions, and thumb his nose at the West.  “Without oil, Saddam was nothing,” Roberts wrote; “with oil, he had real power, even in adversity.”12


Getting rid of Saddam was a fairly easy exercise for the U.S. military, which in 2003 routed the Iraqi military and captured Baghdad in less than three weeks. But the strategic focus of the U.S. invasion was always on oil. The very first objectives of the invading U.S. forces included the capture of key Iraqi oil terminals and oil fields. On March 20, 2003, U.S. Navy SEALs engaged in the first combat of the war when they launched a surprise invasion of the Mina al-Bakr and Khor al-Amaya oil-loading terminals in the Persian Gulf. A few hours later, Marine Lieutenant Therral Childers was killed while fighting for control of the Rumaylah oil field in southern Iraq. He was the first U.S. soldier to die in combat in the Second Iraq War.13


Oil was the objective when U.S. forces got to Baghdad on April 8. Although the National Library of Iraq, the National Archives, and the National Museum of Antiquities were all looted and, in some cases, burned, the oil ministry building was barely damaged. That’s because a detachment of American soldiers—along with a half dozen assault vehicles—was assigned to guard the ministry and its records.14


Controlling Iraq’s oil was a critical element of the neoconservatives’ war plan. The prowar boosters in the Bush administration promised that oil money was going to rebuild Iraq after the U.S. military took control. As Michael Gordon and Bernard Trainor write in their history of the invasion, Cobra II, “The Pentagon had promised that the reconstruction of Iraq would be ‘self-financing,’ and the preservation of Iraq’s oil wealth was the best-prepared and -resourced component of Washington’s postwar plan.”15


The postwar plan looked good on paper while it was housed within the safety of the Pentagon. It fell apart when it got to Iraq. The toosmall U.S. force was no match for Iraqi saboteurs, who began bombing pipelines and other oil-related targets in early June 2003. And those attacks have continued nearly nonstop. The result of Iraq’s crippled oil infrastructure has been the unleashing of a carnival of corruption. With the Iraqi government unable to provide the energy needed by the country’s civilian population, the black market went wild. By early 2007, gasoline in Baghdad was so scarce at government-run service stations that black market operators were selling it for up to $5 per gallon. Cooking fuel and diesel fuel were also being sold on the black market. In southern Iraq, about 100,000 barrels of crude oil per day that were being shipped through a Basra pipeline were simply disappearing. 16 Revenues from the black market in crude, gasoline, and other oil products were then being used by Iraqi insurgents to fund their operations and continue targeting U.S. soldiers with roadside bombs, rocket-propelled grenades, and snipers.17
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April 11, 2004: A U.S. Marine punctures a jug of black market gasoline in al-Mahmudiyah, al-Anbar Province, with his bayonet. Early in the occupation of Iraq, the U.S. military tried to police Iraq’s black market. It eventually gave up. By August 2006, fuel shortages were commonplace and black market fuel in Baghdad was selling for $3 to $5 per gallon. According to one source, some service stations in the city had two lines: one for regular customers and another for those paying bribes. Also note that the Humvee in the background of this photo is not armored. By 2007, virtually all of the Humvees in Iraq had been armored in an effort to blunt the effect of roadside bombs.

SOURCE: Bill Gertz and Rowan Scarborough, “Inside the Ring,” Washington Times, September 1, 2006.

PHOTO CREDIT: U.S. Department of Defense, Corporal Carl A. Atherton, U.S. Marine Corps.

 



By late 2006, Bush himself was making the case that America’s main reason for pressing ahead in Iraq was, in fact, about controlling the country’s oil. During an October 2006 press conference, he said the U.S. could not “tolerate a new terrorist state in the heart of the Middle East with large oil reserves that could be used to fund its radical ambitions or used to inflict economic damage on the West.”18


While Bush’s claims are debatable, there’s no question that a key problem for the U.S. military in Iraq is that it has never gained control of Iraq’s oil. As energy economist and professor of economics at Ohio Northern University A. F. Alhajji has rightly declared, “Whoever controls Iraq’s oil, controls Iraq.”19 By mid-2007, it was obvious that no one group was in control of Iraq’s oil. And that lack of control was a key reason for Iraq’s descent into chaos. Without a functioning oil sector and the employment and stability that it brings, Iraq was unable to provide enough fuel (gasoline, diesel fuel, liquefied petroleum gas) to keep its economy functioning. In addition to fuel shortages, electricity was scarce or nonexistent.

While the oil industry in Iraq languishes, the country has devolved into chaos as rival Sunnis and Shia launch repeated bloody attacks on each other. The fighting and devastation have led to the biggest refugee crisis in the Middle East since the Palestinian exodus from Israel in 1948. By one estimate, some 1.7 million Iraqis have been displaced inside the country. Hundreds of thousands of Iraqis have left the country, including up to 40 percent of its middle class.20


The refugees may be the lucky ones. According to Iraq Body Count, by July 2007, as many as 73,500 Iraqi civilians had been killed during the first four years of the war.21 Another study—which was immediately attacked by the Bush administration and its allies as unreliable—was published by The Lancet, Britain’s premier medical journal, in October 2006. It estimated that more than 650,000 Iraqis had died since the start of the war. An Iraqi physician who helped collect data for the Lancet study later said that “people outside Iraq do not realize the real disaster we are suffering.”22


There have been heavy losses among the American military. By October 2007, the war in Iraq had killed more than 3,800 American soldiers and left tens of thousands of others wounded.23 On the battlefield, the vaunted U.S. military—despite its vast advantages in firepower, mobility, and technology—was slowly being picked apart by insurgents, usually armed with AK-47s, rocket-propelled grenades, and roadside bombs.

There have been huge financial costs. An early 2006 study by Nobel Prize–winning economist Joseph Stiglitz and Harvard lecturer Linda Bilmes estimated that the entire bill for the war—including health care for wounded veterans and opportunity costs—may ultimately reach a staggering $2 trillion.24 That’s $2,000,000,000,000. For comparison, that’s five times as much as Saudi Arabia’s gross domestic product in 2006.25


By May 2007, according to the Congressional Research Service, the long war on terror had already cost U.S. taxpayers some $610 billion, and bills were being added at the rate of about $12 billion per month, a 38 percent increase over the costs being incurred in 2006, when the war effort was costing $8.7 billion per month.26 The Iraq war alone was costing nearly $3,000 per second.27 And the cost of keeping one U.S. soldier on the ground in Iraq had reached a staggering $390,000 per year.28


But the huge costs of the war will not stop when the U.S. finally pulls out of Iraq. Rebuilding the U.S. military and replacing lost equipment will likely cost tens (or hundreds) of billions of dollars. The U.S. has lost prestige in the international community. And the long-term damage has  yet to be assessed. One military analyst, Donald Vandergriff, a former officer in the U.S. Army who has written several books and is an expert on military training, calls the Iraq war the “greatest single strategic error in American history.” And ever since the war effort began to falter in late 2003 and early 2004, the American people have been looking for something to help them make sense of America’s entanglements in the Middle East. Amid the avalanche of terrible news out of Iraq, Americans want to be hopeful about something. After years of the prevarications and fabrications put forward by the Bush administration, they want an idea in which they can place their faith. And if that concept can somehow encompass Iraq, then that’s all to the good.

Energy independence appears to be that concept—the vessel into which Americans can pour their frustrations and their hopes for the future. As Carville explained to his clients, energy independence is an issue that voters believe can help the country “get beyond Iraq.”




OIL INFRASTRUCTURE ATTACKS AND BIN LADEN 

While the U.S. has tried to gain control of Iraq’s oil, the world’s most notorious terrorist, Osama bin Laden, has repeatedly said that his hatred of the West stems, in part, from his disgust over America’s consumption of Arab oil. That anger over oil has led him to call for attacks on pipelines, refineries, and other oil-related infrastructure.

And those attacks on oil infrastructure have led some of America’s energy isolationists to insist that the best remedy to the problem is to use less foreign oil. In 2004, one of those leading energy isolationists, Gal Luft, a former lieutenant colonel in the Israel Defense Forces and now the head of the Institute for the Analysis of Global Security, wrote that “oil terrorism is now emerging as one of the biggest threats to global economy [sic].” He went on, saying that pipelines, tankers, and other oil infrastructure are “soft targets which can be easily sabotaged by those willing to sacrifice their lives.”29


It is not at all clear that oil-related targets are “easily sabotaged.” But it is clear that bin Laden has an oil fixation. In a March 1997 interview  with CNN’s Peter Arnett, bin Laden said that oil prices were “not realistic” because the Saudi royal family was “playing the role of a U.S. agent,” and that the Saudis were “flooding the market that caused a sharp decrease in oil prices.”30 He went on to say that the U.S. wants to “occupy our countries, steal our resources.”31 The following year, in an interview with al-Jazeera, he again talked about oil, saying that the U.S., Britain, and Israel were on the side of the “global Crusader alliance” and that it was “not acceptable” that they “should attack and enter my land and holy sanctuaries, and plunder Muslims’ oil.”32
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March 1, 2006, 4:33 p.m.: U.S. Army private first class Mark Hexum stands guard after an attack on a pipeline near Taji, Iraq.

PHOTO CREDIT: U.S. Department of Defense, Petty Officer First Class Michael Larson, U.S. Navy.

 



In 2002, in a letter that was posted on the Islamist Web site, al-Qala’h, bin Laden listed the reasons why he and his followers are attacking the U.S. Among them: “You steal our wealth and oil at paltry prices.... This theft is indeed the biggest theft ever witnessed by mankind in the history of the world.”33


In December 2004, as oil prices began creeping upward, bin Laden said, “The biggest reasons for our enemies’ control over our lands is to steal our oil, so give everything you can to stop the greatest theft of oil in history.” And he implored his followers to attack energy infrastructure: “So keep on struggling, do not make it easy for them, and focus your operations on it, especially in Iraq and the Gulf, for that will be the death of them.”34


Al-Qaeda operatives have heeded bin Laden’s calls. In April 2004, three bomb-laden boats attacked both of Iraq’s oil terminals in the Persian Gulf. The first boat headed for the terminal known as Khor al-Amaya and was intercepted by a U.S. Navy speedboat. As the sailors on the speedboat approached the insurgents’ boat, the suicide bombers blew up their boat, killing two American sailors and wounding four others. Twenty minutes later, and a few miles south, two more boats piloted by suicide bombers attacked Iraq’s main oil terminal, Mina al-Bakr. They, too, blew up their boats before they reached their target.

In a statement released right after the bombing, al-Qaeda leader Abu Musab al-Zarqawi reminded readers of al-Qaeda’s October 2000 suicide bombing attack on the USS Cole while the ship was being refueled in Aden, Yemen. That attack killed 17 sailors and injured 39.35 Al-Zarqawi claimed his loyalists “have repeated this attack in a new garb and with stubborn determination by striking vital economic links of the infidel and atheist states.”

On February 24, 2006, Saudi security forces thwarted an attack on the world’s single most important piece of energy infrastructure: Abqaiq. Located near Dhahran in Saudi Arabia’s Eastern Province, the Abqaiq facilities process about 7 million barrels of crude oil per day—about two-thirds of the country’s daily output and around 8 percent of the world’s daily consumption. The attackers attempted to drive two explosive-laden vehicles into the Abqaiq compound, but they were stopped when security forces fired on them. The vehicles exploded, killing all of the attackers and three security guards.36 The attackers were later identified as being part of al-Qaeda.37


That attack on Abqaiq came just two months after al-Qaeda leader Ayman al-Zawahiri exhorted his jihadists to attack oil infrastructure. In a December 7, 2005, videotape, al-Zawahiri told his men to focus “attacks on Muslims’ stolen oil.”38


In April 2007, the Saudis announced that they had arrested 172 men who were allegedly planning to attack various oil installations in the kingdom. The group, reportedly linked to al-Qaeda, had received training in Somalia, Afghanistan, and Iraq. The arrests of the suspects came just six months after Saudi law enforcement officials rounded up 136 people, all of whom were charged with planning to commit similar attacks.39


Oil infrastructure attacks have become commonplace in Iraq. By March 2007, some 400 attacks on Iraq’s pipelines and other infrastructure had been documented.40 And that estimate is undoubtedly far lower than the actual numbers.

The attacks on oil installations are not limited to the Persian Gulf. In fact, it’s safe to say that most attacks on oil installations that occur around the world have nothing to do with al-Qaeda. For years, Nigeria’s oil output has been hampered by corruption and rebel activity in the Niger Delta, where insurgents and thieves have repeatedly targeted oil infrastructure.

In Colombia, insurgent groups have a favorite target in their war on the federal government: the Caño Limón-to-Coveñas pipeline. The 100,000 barrel-per-day, 480-mile-long pipeline transports crude oil from the Caño Limón oil field (discovered in 1983 by Los Angeles–based Occidental Petroleum) in the northeastern state of Arauca to the coast. Between 1996 and mid-2005, there were some 635 attacks on the pipeline.41 Despite the efforts of the U.S. military to protect the pipeline, the bombings and killings along the pipeline continued into 2006. For instance, in July 2006, the line was bombed. When oil field workers tried to repair the damaged pipeline, they were hit by another bombing, which killed two workers and two soldiers.42 The bombings have been blamed on a rebel group called the Revolutionary Armed Forces of Colombia, known as FARC.

While all of these attacks are important, they are nothing new. Attacks on oil infrastructure have been occurring for decades.

In the late 1930s, “Arab terrorist bands” were regularly attacking the pipeline that carried Iraqi crude from Mosul to the port at Haifa. Between 1936, when the line opened, and mid-1938, the pipeline had been attacked some 120 times, and according to the Chicago Daily Tribune, “Special police patrols along the line have proved insufficient to cope with the saboteurs.”43


During World War II, oil facilities were constantly being attacked by both sides. Early in the war, German submarines had great success targeting American oil tankers. In early 1942, as explained by Robert Goralski and Russell W. Freeburg in their epic book Oil and War, German U-boats “moved from Cape Cod to Cape Hatteras with impunity, sinking forty-four unarmed and unescorted merchantmen. More than 70 percent of the tonnage lost was in tankers.”44


In 1956, during the Suez crisis, Arab nationalists blew up pumping stations in Syria that pumped Iraqi crude to the Lebanese port of Tripoli.45 In 1967, Israeli soldiers captured the famous piece of Syrian real estate called the Golan Heights. In doing so, they took control of a pumping station on the Tapline, the 1,040-mile-long pipeline that carried crude from Saudi Arabia’s Eastern Province to the Lebanese port at Sidon.46 Two years later, the Popular Front for the Liberation of Palestine bombed the Tapline near the Golan Heights.47


During the Vietnam War, both sides were constantly attacking oil-related targets. In 1965, a force consisting of some 200 Viet Cong fighters attacked an air base near Da Nang. The Viet Cong then used mortars to destroy some 2 million gallons of jet fuel stored at the base.48 In mid-1966, Lyndon Johnson’s national security adviser, Walter Rostow, sent him a memo that said a “systematic attack on oil would almost certainly kill fewer North Vietnamese civilians than generalized harassment.”49


In early 1973, as tensions between the Israelis and the Arab states grew, the Saudi oil minister, Ahmed Zaki Yamani, warned the U.S. that the Saudis’ oil fields were highly vulnerable to acts of sabotage by terrorists. The New York Times reported that Yamani told the Nixon administration that “the risk of terrorism could be diminished by progress toward a settlement” of the Israeli-Palestinian issue.50


These days, while it’s clear that bin Laden and his jihadis are targeting oil infrastructure, the truth is that they have not been hugely successful. Given the vast amount of oil that is transported around the globe on a daily basis, the surprising thing about oil-related terrorism is that it happens so rarely.

Oil producers around the world must accept the fact that oil infrastructure has become one of the main battlegrounds in the fight against al-Qaeda. The result is the ongoing militarization of oil infrastructure all over the world, from the Shatt al-Arab in the uppermost regions of the Persian Gulf to the Houston Ship Channel. As long as oil is produced, the infrastructure needed to support its production will always be targeted. And while security efforts can help control those attacks, there is no way to ensure that all oil infrastructure will remain free from assault. Oil-related terrorism was a problem in Iraq in 1938. It’s still a problem now. And energy independence won’t do anything to stop those attacks.

The point is clear: Oil-related terror attacks will continue. And those attacks will likely lead to temporary price increases in the global price of oil. But even if the U.S. were somehow free of imported oil, American consumers would still be buying oil at the global price and would therefore not be immune from the price spikes caused by infrastructure attacks. Why? Well, because the price of oil is set globally. American oil traders are not going to voluntarily sell their domestically produced crude in the U.S. if they can get a substantially higher price in, say, London or Rotterdam. Traders always seek the best price for their commodities. Thus, the U.S. cannot isolate itself from the rest of the global oil market.
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