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Preface

Confessions of an Innumerate Financial Journalist

I ALWAYS THOUGHT geography was unspeakably dull. In school I was so contemptuous of the subject I did no revision and provocatively put my head down and went to sleep during the exam, knowing the invigilators were powerless to intervene. Mrs Couch failed to see the funny side of my score of 9 per cent and demanded a rematch. A few sullen days’ revision lifted the tally to 27 per cent, and with honour served I was then allowed quietly to drop the subject.

Only many years later did I discover that geography contains a kernel – geology – that, although based on the study of ancient events, is essential for understanding the modern world. Taken with a dose of maths, it explains the basis of what may turn out to be one of the biggest crises ever to face humanity. How was it that Mrs Couch didn’t know this, or couldn’t make me see it? It was the mid-1970s, just a couple of years after the first oil shock, when the importance of oil and other natural resources was high on the agenda. More importantly, it was clear by then that an ingenious method for predicting when the oil would start to run short, developed by a Shell geologist named M. King Hubbert back in the 1950s, had already scored its first major success. In 1956 Hubbert predicted American oil production would go into terminal decline within fifteen years, and it did. The implication was clear: the same method could be used to calculate the date on which worldwide oil production would inexorably begin to fall. Half a century later, all the evidence suggests that moment is almost upon us.

At maths I proved a natural rather than deliberate duffer. Yet neither this, nor having studied politics at university without a scrap of economics, seemed much of an impediment to a career in financial journalism and broadcasting. So it was I came to be producing the BBC2’s The Money Programme during the petrol protests of 2000. Casting around for ideas, I saw a letter to The Times that piqued my curiosity. By chance its author, David Fleming, lived in my street; there was no excuse but to walk up the hill.

The story he told me was both alarming and persuasive. At the height of the disruption, David argued that the petrol crisis was nothing compared to what was in store. In just a few days a handful of protesters had brought Britain to its knees by picketing the oil refineries. Motorists queued in vain, the supermarket shelves were emptying fast, and the emergency services were within days of collapse. But what if the shortages had been caused not by protesters, soon bought off with a cut in fuel duty, but by geology? What if the day was coming when fuel scarcity would be not only permanent, but permanently getting worse? That conversation led to The Last Oil Shock, transmitted in early November 2000.

Since then a sizeable American literature has grown up about this idea, both in print and on the web, much of it deeply apocalyptic. In the shorthand it has become known as peak oil, a strangely anodyne term that utterly fails to evoke the catastrophe it is intended to describe. I prefer the last oil shock, which is far more suggestive of the severe dislocations the event will probably entail.

Unlike the first two oil shocks, when OPEC (1973) and Iran (1979) deliberately turned off the spigots, this one will have less to do with politics and economics, and everything to do with the iron laws of nature. This will be the last oil shock, simply because worldwide oil and gas production are poised to go into terminal decline. It is an idea supported by some of the most experienced oil explorers in the business. Jean Laherrere, who used to be in charge of exploration technique at Total, the fourth largest oil company in the world, puts the situation thus: ‘I don’t like the thought that oil production will peak and decline any more than I like the thought that I am going to die. But both are facts.’ Colin Campbell, whose career spanned Texaco, BP, Amoco, and Fina, says we face a ‘major historical discontinuity, by which I mean civilization itself is under threat’. Richard Hardman, the former head of exploration and production for Amerada Hess, agrees: ‘People have cried wolf many times before, but I believe this time the wolf really is at the door.’1

Less than three years later, as millions protested around the world, it was widely accepted that the invasion of Iraq was ‘all about oil’, although it was seldom spelled out quite how or in what sense this was true. Insofar as this idea was justified at all, the reasoning was generally based on the well-known ‘oiliness’ of the US administration, as if the invasion were simply a grotesque payback for the President’s friends and backers in big oil. While this may well be part of the explanation, it failed to take account of the administration’s publicly demonstrated anxiety about energy security, and it also failed to explain Tony Blair’s overwhelming enthusiasm for the attack.

One week into the invasion, in The War for Oil (The Money Programme, March 2003) I argued that the US-led invasion of Iraq could only be understood in the context of impending worldwide oil shortage. It wasn’t corporate greed that was driving events so much as strategic desperation. By then both American and British oil production were in terminal decline, and the fact that this pair of over-the-hill oil producers were also the states keenest on the Iraq adventure seemed unlikely to be mere coincidence.

This idea grew on me as evidence emerged of the profound depths of New Labour mendacity about the war. The lies themselves have been exhaustively dealt with already (Glen Rangwala and Dan Plesch, A Case to Answer, or Peter Oborne, The Rise of Political Lying), but what has not yet been satisfactorily answered is why. Tony Blair is highly intelligent, politically acute and desperate for popularity, and yet the war has made him widely loathed and slashed Labour’s majority. He must have been keenly aware of the dangers of being caught out, and yet he lied through his grinning rictus anyway. What reason can have been so compelling as to make him take such risks?

This book is my attempt to answer that question, along with many others that are now more pressing: when will worldwide oil production go into terminal decline; what are the possible outcomes; why do both oil companies and environmentalists hate talking about it; does anybody need to worry about global warming any more; will Iran suffer the same fate as Iraq, and for the same reasons; will the oil peak mean financial collapse, economic depression and superpower confrontation; and what, if anything, can we do about it?

When I began my research, the oil peak was still considered something of a cultish obsession not worthy of serious consideration by analysts and economists, but in less than two years the agenda has been transformed. That change has been driven by the soaring oil price, rising turmoil in the Middle East, falling production at some of the world’s biggest oilfields, the growth of resource nationalism among producer nations from Russia to Latin America and as utility bills hit our doormats with an increasingly heavy thud. When I started out most senior oilmen dismissed enquiries about depletion with an indulgent smile, but today they are forced to field questions about the date of the peak at almost every news conference. Although many persist in denying the evidence of their eyes, others are beginning to concede the message of the increasingly urgent signals from around the world. Chevron, America’s second largest oil company, has launched the website www.willyoujoinus.com to highlight the issues, and its chief executive Dave O’Reilly has concluded that we are seeing the start of a bidding war between East and West for the remaining Middle East oil. Thierry Desmarest, the chief executive of Total, has forecast that oil production will peak by 2020 and – extraordinarily for an oilman – pleaded with governments to suppress demand to delay the onset of decline.

Awareness is spreading outside the oil industry too. Prominent politicians who acknowledge peak oil now include Bill Clinton, Al Gore, former US Secretary of State James Schlesinger, and from Britain former Environment Secretary Michael Meacher. Hollywood is also catching on, providing a surreal image on the podium of an Italian oil depletion conference in 2005, where Sharon Stone was to be found decorously sandwiched between the Libyan oil minister and the Secretary-General of OPEC. Financial markets are beginning to get the message too, with several brokerage firms adopting Hubbert-style analysis, and major institutions launching hedge funds to exploit the crisis. And on the Internet, interest in peak oil is exploding, judging by the number of Google hits: the concept is already twice as famous as the ozone layer, and enjoys a higher profile than David Beckham and Princess Diana combined, although it is only half as popular as the Beatles and receives one-tenth the recognition of climate change.

In the mainstream media, however, the quality of most reporting on oil depletion is still wretched, and from governments and officialdom everywhere there is almost overwhelming ignorance, denial and duplicity. The British government in particular squandered a perfect opportunity when it failed to confront the issue in its 2006 Energy Review, an omission that given the strength of the evidence can only be regarded as deliberate suppression. As a result, most people remain ignorant of the enormous dangers we face. This story is now more urgent than ever.

London, November 2006
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