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Good morning, Mr. Chairman, members of the committee, thank you for this opportunity to testify 
today and to present the results of the Center for Strategic and International Studies (CSIS) study 
"The Geopolitics of Energy into the 21st Century which was released on 15 February 2001. 

Today I want to share with you some of the more important findings of this study, because these 
findings have policy implications not just for the United States but for all energy producing and 
consuming countries. 

Our Geopolitics study was cochaired by former Senator Sam Nunn, who also chairs our Board of 
Trustees, and by Dr. James Schlesinger, former Secretary of Energy. For this project we had four 
Congressional cochairs: Senator Frank Murkowski and Senator Joe Lieberman; and 
Representatives Benjamin Gilman and Ellen Tauscher. We also formed a Senior Advisory Panel, 
supported by a number of special task forces, comprised of individuals drawn from both the public 
and private sectors, approximately 100 experts contributed to the project.  

We began work in July 1998 in response to concerns that a lengthy period of secure energy 
supplies had led U.S. policy makers to pay relatively little attention to the changing relationship 
between geopolitics and energy at the turn of the century. This changing relationship required a 
rethinking of U.S. foreign policies, environmental policies, and the broader national security 
strategy. Our completed report responds to these concerns. 

The geopolitics of energy is rarely static. Events of the day carry implications for energy supply 
consumption, and prices-sometimes immediate, sometimes delayed, sometimes hidden. By 
attempting to define, in advance, the form these events may take-and the resulting impact on 
energy-the report may remove some surprise from the future and ease the way for decision 
makers in both the public and private sectors.  

The Message 

"One of the ironies at the turn of the century is that, in an age when the pace of technological 
change is almost overwhelming, the world will remain dependent, out to the year 2020 at least, 
essentially on the same sources of energy-oil, natural gas, coal-that prevailed in the twentieth 
century." 

This message carries our assessment that for renewable and alternative forms of energy, 
although increasing in absolute terms during the coming years, their relative contribution to total 
energy supply is not likely to increase substantially. 
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We came to three broad conclusions based on our analysis of the geopolitics of energy into the 
twenty-first century. 

First, the United States, as the world's only superpower, must accept its special responsibilities 
for preserving worldwide energy supply. 

Second, developing an adequate and reliable energy supply to realize the promise of robust 
global economic growth early in the twenty-first century will require significant investments, and 
they must begin to be made immediately. 

Third, decision makers, in both the public and private sectors, face the special challenge of 
balancing the objectives of economic growth with concerns about the environment. This 
challenge is probably the most contentious of any of the challenges which lie ahead and it is 
going to be difficult to secure agreement by the protagonists on how to proceed. 

What's New? 

Let me begin my review of our findings by describing for you What's New? For those who closely 
follow the energy industry, these findings may not necessarily be new. Rather, the real question 
is, how will energy producers and consumers alike respond to each? 

NGOs 

First, we found that the influence of nongovernmental organizations or NGOs on public and 
private energy-related policy decisions will considerably expand in the coming years. 
Nongovernmental organizations are broad in definition, ranging from terrorist groups to radical 
activists to well-intentioned environmentalists and human rights monitors. By adroitly using new 
information technologies, opposition to a particular project or idea can be mobilized quickly and 
effectively, backing shareholder resolutions and disinvestment campaigns against offending oil 
companies, for example.  

One recent example can be cited, and that is how widely separated NGOs came together against 
the proposed Chad-Cameroon pipeline. This pipeline is the largest infrastructure project 
underway in Africa today. What is interesting is this. For three years, until construction began last 
October, NGOs set the agenda. First, NGOs opposed the pipeline, then recognizing that the 
people wanted the pipeline, began to set demands on the oil companies if the project were to 
move ahead. Probably the greatest victory for the NGOs was agreement that 80% of the oil 
revenue be spent on education, health, infrastructure, and rural development. Whether that turns 
out to be the case is questionable. 

Developing Countries Take the Lead 

At some point in time before the year 2020, the consumption of energy by the developing 
countries of the world is expected to exceed energy consumption by the developed world. Last 
year the developed world accounted for 53% of all energy consumed; the developing world for 
just 34%, economies in transition account for the remainder. Twenty years later, the picture will 
change rather dramatically, as the developed world share drops to 43%, while the developing 
world share rises to 46%.  

This shift in consumption patterns carries tremendous political, economic, and environmental 
implications. Among other issues, what kinds of energy will the developing world be consuming? 
Will it be natural gas, or local coals? Where will the oil and gas come from? The Persian Gulf, 
Russia? Closer energy ties will likely translate into closer political ties. As China, for example, 
relies increasingly on Persian Gulf oil, would that country be willing to intervene to protect oil 
flows from disruption? 

Cyberterrorist Attacks  



The spread of information technology and use of the Internet drastically change the way business 
is conducted, and this change carries with it a new set of vulnerabilities. One such vulnerability is 
the prospect of cyberterrorist attacks on energy infrastructure. These prospects are very real, and 
such attacks, in our estimation, may be one of the greatest threats to energy supply during the 
years under review. 

The U.S. Central Intelligence Agency, along with our Department of Defense, has been working 
for years to perfect ways to electronically meddle with other countries' banking systems and 
electricity grids. I think we can safely assume that others are targeting our own electricity grids 
and banking systems.  

No enemy would be foolish enough to engage the United States in a way that would allow us to 
use our vastly superior military force. But a handful of computer hackers, given the opportunity, 
could play havoc with our economy, at minimal cost to the host country. 

Policy Contradictions  

While we may voice our strong opposition to the use of oil as a political weapon by oil exporting 
countries, the United States, in its own way, uses oil as a political weapon on a quite broad scale. 
How so? As an importing country, the United States could refuse to buy crude oil originating from 
a particular country, but that clearly would have no discernable impact. That embargoed oil would 
simply be directed to another market, and would be replaced in the U.S. market by crude oil of a 
different origin.  

No, it is through our broad application of sanctions that we employ oil as a political tool. We have 
unilateral sanctions against Libya and Iran, and we join in the multilateral sanctions against Iraq, 
with these three sanctions then encompassing a total of 7 million barrels per day. Do these 
sanctions really work? Have they caused the sanctioned countries to alter their behavior as 
originally intended? The answer is no, and no. 

The greater need for oil in the future is at odds with current sanctions on oil exporters Iran, Iraq, 
and Libya. If our estimates of world oil demand in the year 2020 are reasonably correct, then Iran, 
Iraq, and Libya will have to substantially expand their current productive capacity and to produce 
at or very near full capacity if that demand is to be satisfied.  

Globalization 

There is another policy contradiction that I want to bring to your attention. The United States 
deals with energy policy in domestic terms, not international terms. The U.S. policy is therefore at 
odds with globalization. U.S. consumers have primarily one concern, and that is price. Our 
consumers do not care where our oil comes from. That we are presently importing about 57% of 
the oil we consume is of no concern at all. Although most certainly view Saddam Hussein as an 
enemy, would they then reject Iraqi oil? They almost certainly would not. We import in excess of 
700,000 b/d of Iraqi oil, to no one's objection. Moreover, one of the great ironies of the day is that 
we refine this Iraqi crude, producing some volumes of jet fuel, and presumably use some of that 
jet fuel in our military aircraft sent out to bomb Iraq. The circle is closed; we are returning their oil 
to them, but in a slightly different form. 

Some time ago, at a CSIS-sponsored conference, Mack McLarty, former White House chief of 
staff under President Clinton, presented a very perceptive-and commonly held-- view of how 
globalization will work.  

"When a Brazilian brews her morning coffee today, she is likely to use electricity from a power 
plant in Uruguay that runs on natural gas provided by a Chilean company. She drives to work in a 
Ford fueled with Venezuelan gasoline, and her Canadian-owned factory may soon be powered by 
a 2,000 mile natural gas pipeline from Bolivia." 



But I would like to offer another view of globalization. There is a downside to globalization that, at 
least in energy terms, affects all of us. For globalization makes us vulnerable to events around 
the world, anywhere, anytime, over which we have no control.  

Indeed, one astute observer has written that globalization actually helps terrorists. The lowering 
of borders, the rise of a global economy, the revolution in information technology, all these great 
and wonderful things have enormous benefits for terrorists. 

A major oil exporting country sneezes, so to speak, and the rest of the world catches a cold. The 
so-called "Asian flu," if you will recall, was one of the triggers leading to the oil price collapse of 
several years ago. We can no longer hide behind national boundaries.  

Security of Supply 

Any energy importing country must concern itself with security of supply and, because we do, we 
seek security through diversity of supply. The energy policy of the United States encourages the 
search for oil outside the country, but away from the Persian Gulf. All in an effort to reduce our 
dependence on those exporting countries. But as we work to reduce our reliance on Persian Gulf 
oil, others are raising theirs.  

We have intervened militarily in the Persian Gulf in the past to protect oil supply and likely would 
do so again. But if U.S. military power were committed to a limited but extended protection effort 
in Northeast Asia, for example, the capacity to respond to a crisis like that of 1990 in the Persian 
Gulf would be severely limited. As a result, the United States will need to rebalance its security 
relations and other consuming countries will have to weigh in. The United States cannot go it 
alone. 

Energy Supply and Demand into the 21st Century 

As we looked ahead in our study to the year 2020, in terms of proportional shifts in energy supply, 
what did we find? 

• We found that the relative shares of crude oil, of coal, and of nuclear electric power all 
will decline, compared with relative contributions made in the year 2000.  

• Indeed, nuclear electric power was seen as the only form of primary energy to decline 
both in absolute and relative terms.  

• We found that renewables will hold their own, in relative terms.  

• Natural gas, to no one's surprise today, was the only form of energy to demonstrate both 
absolute and relative gains.  

Looking more closely at crude oil, would the geographic distribution of production change much 
during the intervening 20 years? 

• The Persian Gulf would substantially increase its dominance of global oil trade by the 
year 2020.  

• The contributions from the former Soviet Union, particularly from Kazakhstan and Russia, 
plus from Africa, would show considerable gain.  

• But for the United States and the North Sea, the future was one of continued decline.  

On an individual country basis, Saudi Arabia would maintain its leadership, at about 17% of the 
world total, followed by the former Soviet Union, then Venezuela, Iraq and Iran, all three at 
around 5 percent each. No real surprises here, although for the former Soviet Union we need to 



separate out Russia, Kazakhstan, Azerbaijan, and Turkmenistan. These countries warrant 
individual attention. 

The potential of the Caspian Sea is a subject of considerable attention and continues to attract 
heavy media coverage. Just what can we expect in the years ahead? Looking just to the year 
2010, and presuming that oil exploration and development programs are successful and that 
pipeline carrying capacities are adequate, then the new oil from the Caspian might represent as 
much as 3% of world oil supply that year. Not pivotal, by any means, and certainly not a 
substitute for Persian Gulf oil, but nevertheless important at the margin, and for adding to 
diversity of supply, which is a main theme of U.S. foreign policy towards that region.  

Electricity, Nuclear Power, and the Environment 

We found that electricity would be the most rapidly growing form of energy use during the years 
2000-2020. This growth will be concentrated in the developing countries, where electricity use will 
more than double. 

Clearly, access to adequate and reliable electricity supply is essential for modern civilized life. But 
two concerns emerge. Substantial capital investments will be required to build power plants and 
grids, and will NIMBYism(-Not in My Back Yard)-intrude in a way to interfere with the timely 
construction of power generators and supporting grid? 

Moreover, can adequate electricity supply be developed while protecting the environment? This 
question particularly pertains to developing countries. 

Nuclear power currently accounts for 16 % of worldwide electricity generation. But by the year 
2020 that contribution is expected to decline to just 10%. This decline will lead to a 
commensurate increase in worldwide carbon emissions, at a time when the world is increasingly 
aware of the need for emissions-free energy, and at a time when the developing world is 
confronted with dramatically large future energy requirements. To protect the environment, do we 
provide the poorer coal-burning countries with the latest in clean coal technology? Do we 
encourage them to take up the nuclear electric power option? Perhaps both approaches are 
needed. 

The Exporting Countries 

Volume 3 of our Geopolitics study deals in large part with the geopolitical situation in the key oil 
exporting countries. Unfortunately, pessimism prevails when longtime observers consider the 
outlook for stable political systems in many of these oil exporters.  

Any geopolitical analysis of world oil inevitably begins with a survey of Saudi Arabia, and includes 
a scenario under which its oil exports are reduced or even eliminated. We began with Saudi 
Arabia because of its dominant role as an oil supplier and in recognition that no other supplier can 
replace Saudi Arabia should the need arise. Several sources of Saudi instability quickly come to 
mind: structural economic problems; ethnic and social tensions; and problems of royal 
succession. 

Russia is the number two oil exporter, at roughly 4 million b/d. Today, Russia is weak, and a 
weak Russia is just as much concern to the world as was a strong Russia during the Cold War, in 
large part because of its large arsenal of weapons of mass destruction. In 1998 Russia was 
producing more oil than anyone else-11.5 million b/d. Then a collapse in production set in, 
eventually to 6 million b/d, not because of war or developments in the market place, but because 
of field mismanagement and the lack of investment capital. Foreign oil companies are prepared to 
invest in Russia, but only if the investment climate is attractive and if the investment is properly 
protected under the law. These two conditions have not yet been met.  



The oil future of Venezuela is a bit uncertain because of uncertainty regarding President Chavez. 
The uncertainty regarding the sanctioned states of Iran, Iraq, and Libya has already been 
mentioned. 

We want to be optimistic about Mexico as an oil supplier and potentially of natural gas, and there 
are signs of change and progress. But these come slowly. In western Africa, all the unwelcome 
attributes of a petro-state are to be found in oil-rich Angola, where its natural resources are used 
to fund a civil war.  

But there is good news out there. The U.S. neighbor to the north, Canada, is our leading supplier 
of energy, surpassing all others. Last year our imports of Canadian oil averaged 1.7 million b/d, 
accounting for 15.2% of all oil imports. Canada supplies most of the natural gas imported by the 
United States-a bit more than 97%, representing in turn some 15% of marketed U.S. natural gas 
production. The coincidence of U.S. and Canadian national interests protects these supplies. 

POLICY CONSIDERATIONS 

In order to assist decision makers in the public and private sectors the CSIS study offers the 
following policy considerations: 

Energy Availability 

• Avoid the indiscriminate use of sanctions. The value of multilateral sanctions should be 
weighed against the value of engagement and dialogue. When their use is deemed 
admissible in the support of international interests, ensure that the coverage of sanctions 
is as targeted as possible. Unilateral sanctions are not an effective policy tool.  

• · Do not obstruct the development of economic routes that would ultimately offer Caspian 
and Central Asian exporters a diverse set of options for transporting oil and gas to foreign 
markets.  

• · Encourage energy-producing countries to ensure their energy sectors attract and 
support greater foreign investment.  

Energy Reliability 

• The United States should retain as far as possible its ability to defend open access to 
energy supplies and to international sea-lanes.  

• U.S. allies in Europe and Asia should be prepared to shoulder a greater burden of the 
financial cost of protecting energy supply, including sea-lane protection.  

• Governments must find ways to work with the private sector to minimize the vulnerability 
of energy infrastructure to sabotage or terrorist attack, including cyberterrorism.  

• Governments should maintain and, where appropriate, expand government-financed and 
controlled strategic petroleum reserves, reserving their use for supply interruptions.  

Energy and the Environment 

• Economically and environmentally sound technologies must be made available to help 
developing countries meet increasing energy demands.  

• Western nations should assess the conditions under which nuclear power could make a 
significant contribution to electricity generation in the developing world.  



• OECD governments should expand basic research on energy technologies while 
concurrently policymakers should eliminate those environmental regulations that inhibit 
bringing technological innovation to market. All governments should review the extent to 
which domestic energy subsidies are inconsistent with global energy policies.  

A Final Thought 

Let me leave you with this final thought. There are troubles ahead. Where is the growth in energy 
demand coming from? Unstable countries. Where is the growth in energy supply coming from? 
Unstable countries. All this makes for a somewhat uncomfortable and unpredictable future. 
Moreover, the end of the Cold War discipline has enhanced the prospects for increased volatility, 
which in turn may constrain investment levels, resulting in tight supplies.  

In retrospect, our assessments stress prospects for instability and interference in energy supplies 
during the coming years. But we did so only to alert policymakers as to how fragile timely supplies 
really are. The larger task, however, will be to convince the consuming public that there is a cost 
to reliable supplies of energy and to a protected environment, and that this cost must be reflected 
in the prices they pay. But how to convince the consuming public that higher prices may be in 
their longer-term interests? This is a critically important challenge before policy makers and 
legislators at all levels. 

 


