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$100 Oil: Déjà Vu
The Prize: The Epic Quest for Oil, Money and PowerIn 1991, Daniel Yergin wrote a seminal 800-page book about the oil business, called , which earned him the [image: image1.jpg]


Pulitzer Prize.  It traces the industry's history from the first oil well in Pennsylvania up until the aftermath of the first Gulf War, and elucidates how oil shaped the entire world economy and international politics in the last century. It is a marvellous tome, written in the style of a rattling good yarn.  
· If I still had my copy, I would share with you a particular photograph from the 1950s, that sticks in my mind.  It depicts a pre-politics George Bush Senior, then an executive with an oil-industry supply-boat company called Zapata.  He is attending the launch of a new Zapata boat, and is holding the hand of his smartly-dressed very serious-looking young son of about nine years, also called George ... 
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Since reading that book fifteen years ago, I have regarded Dr Yergin as the ultimate authority when it comes to hydrocarbon industry issues.  
Today he is chairman of Cambridge Energy Research Associates, so I paid special attention when, in that capacity, he declaimed last month that
“Oil prices are becoming increasingly decoupled from the fundamentals of supply and demand.  With prices over $90 a barrel and strong anticipation of $100, the oil market is showing signs of high fever, stoked by fears of clashes in the Middle East and resulting disruptions of supply. A weakening dollar and anticipation of further weakness add further fuel to the fever.  The oil market may be only one or two events away from $100-plus oil, and there is much momentum in that direction.”
$100 a barrel.  How scary is that?
Not nearly as scary as it once was.  I had the good fortune to live and work in Aberdeen (Scotland) in the early 1980s, benefiting from a silver lining where others suffered clouds.  
And what clouds they were.  
In 1979, the Ayatollah Khomeini had returned from exile (in France) to Iran and kicked the West-friendly Shah out of the country.  Iranian “students”, inspired or directed - but certainly supported - by the Ayatollah, had then invaded the US embassy in Teheran and kidnapped  63 US diplomats (who are supposed to enjoy diplomatic immunity) plus three other Americans.  “Invaded” because the soil of any embassy is, under international law, an integral part of the country whose embassy it is.    
The pathetic US president Jimmy Carter, however, too fearful to recognize the foreign assault on American sovereignty that the invasion constituted (the first since Pearl Harbor), made no effort to recapture the American embassy and demonstrate to the infant, chaotic, vulnerable Khomeini regime the unacceptability of such behaviour.  
Instead he launched a complicated high-risk under-planned under-rehearsed air-borne mission to rescue the hostages.  It came to catastrophic grief deep in the Iranian desert when two helicopters got lost, another suffered a mechanical breakdown and and a fourth taxied straight into a C-130 heavy transport airplane on the ground, destroying both craft and killing eight servicemen.  Many still view this abortive operation as a metaphor for the whole wretched Carter presidency.  
Eleven hostages were freed early, but the other 52 were held for 444 days, and were released only once Mr Carter had lost his re-election and immediately after Ronald Reagan was sworn in - a final Iranian insult to the hapless peanut farmer.  
Meanwhile, OPEC, spurred on by turmoil in Iran and the memory of the gigantic riches that flowed from the unprecedented price hikes of the first oil crisis in 1973, engineered another tsunami of money heading in their direction.  And as prices soared, Iraq's opportunistic invasion of Iran in 1980 further disrupted supplies from both countries, contributing to the 1979/80 leap in oil price from $16 to $40 a barrel. 
In turn, this tipped most of the developed, oil-consuming world, including the US, into economic malaise and increased unemployment, which persisted until oil-prices collapsed in the mid-1980s.  
These are all the clouds, and by God there were many.  
But if you were involved in the industry during the crucial span of 1980-85, these were indeed silver-lining times, because at those juicy prices nearly everything you put your mind to seemed to turn a profit.  
When you're already happy with $15 a barrel, $25-35 is very welcome indeed, especially when you cannot imagine the price going anywhere but even higher.  So the industry boomed, and no more so than in the (non-OPEC) North Sea.  Aberdeen became a bonanza town redolent of San Francisco in its Gold Rush of 1848-55.    
My job at that time included heading up a small economics unit in Aberdeen for a major multi-national oil company with huge assets in the North Sea.  Staff who came up with ideas for making improvements to oil-producing platforms used to come to me to get an economic evaluation that they could present to management.  Typically, their question was along the lines of, 
· my proposed improvement will cost $20 million, and 
· add a further two million bucks per year in running costs, 
· but it will increase oil production by three hundred barrels a day for five years, 
· though reduce it by one hundred for the following ten,  
so over the fifteen years, will it make money for the company?  
[image: image3.jpg]“FET i

[T
Jonthty O Prcans

iod

c ETETTY

Nowmal Hontiny O1 Prce

Inflation-Adjusted Monthly Average Crude
Soure: tp b ftend somAAGsIesi nfation asp

rices (1946-Present)

- St ==
ey duly




The calculations were complicated because of the tortuous tax regime the UK imposed on the oil industry (plus the absence of computer-power).  But they would be carried out not only at the prevailing oil price and predictions, but also at a variety of lower and higher price scenarios in order to test the project's economic robustness in the face of alternative futures.  
And at the top end of the scale at which my team would routinely make its evaluations was Dr Yergin's dreaded $100/day, because in the business environment then prevailing this was not a totally preposterous supposition.  
But we're talking early 1980s: the inflation factor from then to now is around 2½.  That means, in today's terms, the oil price had already touched a hundred 2007 dollars (see chart) and we in the business were having to anticipate a possible stratospheric oil price of no less than $250/bbl. 
When I would tell people this outside the industry - businessmen or just ordinary citizens who had to survive in the “real” world - they would visibly blanch.  Where I in my bubble was anticipating only further opportunities, they saw further recession, unemployment, inflation, general misery.  
Of course the good times (or bad times depending on whether you were inside or outside the bubble) didn't last, couldn't last.  The oil price crashed in 1986 (along with Aberdeen house-prices), but by that time I had moved on to Africa which was uncharacteristically experiencing its own little boom, though for completely different reasons.  
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So, hundred dollar oil?  Been there, experienced that.  A quarter of a century ago.  Déjà vu all over again.  

Celebrities and their Animal Problems
Most of us, if we have a problem with an animal, we fix it.  No big deal.  A bowl of food, a trip to the vet, whatever.  
Celebrities, it seems, are different, both in the animal problems they seem to face and the way they approach them.   
Take Priyanka, the beautiful, celebrity granddaughter of the late, assassinated Indira Ghandi.  Priyanka lives in a house in Delhi which recently found itself invaded by a horde of monkeys (well, at least one monkey), who had already bitten 31 people in the past two days, and some time earlier caused the deputy mayor to fall on his head.  The thought of a discommoded Ghandi put the civic authorities into a panic as they seemed to think the monkey problem was their problem.  On the basis of using a thief to catch a thief, they deployed their most powerful anti-monkey weapon in their (Hindu, non-lethal arsenal).  They sent in a langur.  That's another kind of monkey that, despite being vegetarian, apparently puts the fear of God (or rather, Brahmā/Vishnu/Shiva) into the first kind.  
Then there's the story of Jimmy Carter and the neighbour's cat, which came to light last week.  His abhorrence of violence (especially when applied in self-defence by any non-Muslim non-Christian non-Hindu non-Buddhist non-Atheist non-Agnostic democratic member of the United Nations confronted with rocket attacks) does not, it seems, extend to animals.  His letter of apology for having killed the cat instead of only “stinging” (= torturing) it explains all.  
5/13/90 [13th May 1990]
To Sybil,
Lamentably, I killed your cat while trying just to sting it. It was crouched, as usual, under one of our bird feeders & I fired from some distance with bird shot. It may ease your grief somewhat to know that the cat was buried properly with a prayer & that I’ll be glad to get you another of your choice.
I called & came by your house several times. We will be in the Dominican Republic until Thursday. I’ll see you then.
Love, Jimmy [Carter,
Nobel Peace Laureate, 2002]
Further details here. 

But then, he was already renowned for his fear of giant swimming rabbits, so perhaps we should not have been so surprised that he would brook no nonsense from a mere cat. 
And so we segue smoothly on to elephants and that well known international philanthropist Paris Hilton.  She is their latest champion - or demon - depending on your, or the elephants', point of view.  She, she who went to jail for drunk driving, is campaigning to wean elephants off - yes - alcohol.  Apparently, they've taken to stealing farmers' home-made rice-beer, binge-drinking and then going on the rampage.  Just like Ms Hilton, in many ways.  
It came to a head when, in a drunken stupor, six elephants uprooted an electricity pole and electrocuted themselves.  We've all done it.  
But Ms Hilton has made it her mission to persuade the pachyderms of the error of their ways, by means that so far remain undivulged.  Whatever the cure she has in mind for the fun-loving monsters, it evidently hasn't worked for her.  
As I said, celebs and their animal problems are different. 

Issue 166's Letters to the Press
Three letters, of which one - very-tongue-in-cheekish - was published.  Defending the Taoiseach probably made me more enemies than all my warmongering scribblings added together.  
· Dublin Bus Dispute
- to the Irish Times 
Madam, - I have no idea what the Dublin Bus dispute is about.  Something to do with additional routes (employees and unions generally welcome expansion because it means more jobs) and extra hours (ditto, unless unpaid).  But to strike in order to disrupt bus services is a ridiculous way for the drivers to argue their case as it can only alienate the general public - being their stranded customers.  
The strikers would be far wiser to run an efficient service but refuse to accept fares.  With the cash spigot closed off, nothing will get the attention of management faster whilst garnering the enthusiastic support of passengers. - Yours etc, 
· Debate on Hospital Services
- to the Irish Times 
Madam, - Dr John Barton's “pride that obstetric patients recently voted our small hospital [ie Portiuncula] number one for obstetric care in the country” is intriguing (Letters, November 9th).  How did the patients know?  Did, for example, each woman produce ten babies in ten different hospitals so that informed judgements could be made?  And if so why?  Would they not wish to patronise the “number one” hospital for each of their infants? - Yours etc,

· Pay Rises for Top Politicians P!
“Because He's Worth It” 
- to the Irish Times
Madam, - At first, I was as aghast as everyone else at Bertie Ahern's self-awarded 14 per cent increase, bringing his annual salary to an eye-popping €310,000. But then I asked myself what were the most important deliverables of any government to its people. They are first security, then prosperity. By contrast, the rest is either details or trivia.
In terms of security, Ireland over Mr Ahern's decade has neither been invaded nor suffered terrorist attack. And though the crime rate has risen, it still stands comparison with other countries.
As for prosperity, the Celtic Tiger has been flying for a decade, outstripping nearly everyone in Europe and elsewhere. Across the world it has become a model to be emulated. Its economic boom and feel-good factor are everywhere to be seen and felt. And for this, surely Mr Ahern and his ministers can claim a modicum of credit and deserve some reward. They have helped shape the environment and conditions that fostered the extraordinary growth.
So although Mr Ahern's new salary makes him better paid than any other executive leader in the developed world, it should be linked to the GDP-per-person that he has delivered, as this is a very good indicator of the population's average income, the one thing most of us care most about. And on this comparison, he is not greedy at all.
He collects 10 times Ireland's GDP per person, which is comparable to Australia's John Howard. But Gordon Brown, Angela Merkel and Nicolas Sarkozy are each paid 12 times their respective GDP figures.
At the top end of the scale is Singapore's Lee Hsien Loong, who is paid a whopping 60 times. And at the bottom? George Bush with a factor of only nine.
So maybe we shouldn't be griping about Bertie's rise after all. Because he's worth it. - Yours, etc,
TONY (not a member of Fianna Fáil)ALLWRIGHT
Quotes for Issue 166
- - - - - - - - - - F I N L A N D - - - - - - - - - -
Quote: “Hate. I am so full of it and I love it.  I will eliminate all who I see unfit, disgraces of human race and failures of natural selection.”
Pekka-Eric Auvinen, the 18-year-old student 
who referred to himself as a “Natural Selector”, 
hours before he shot eight people dead at a school in Finland
- - - - - P A K I S T A N - - - - - 
Quote: “I will not serve as prime minister as long as Musharraf is president.”
Pakistan's twice ex-Prime Minister Benazir Bhutto talks tough 
(but she's so hungry for power
I doubt she means it)
Quote: “The day when there is no turmoil in Pakistan, I will step down”
Pervez Musharraf makes it pretty clear 
he has no intention of stepping down, ever

Quote: “They need to release the people that they've arrested, they need to stop beating people in the streets, they need to restore press freedom and they need to get back on the path to democracy soon - now.”
US national security council spokesman Gordon Johndroe on the 
martial law situation in Pakistan, warns that US patience is not “never-ending”.

- - - - - - - - - - I R A Q - - - - - - - - - - 
Quote: “If 2007 was the year of security, 2008 will be a year of reconstruction, a year of infrastructure repair and a year of - if there is going to be a surge - a year of the surge of the economy.”

General Joseph Fil, 
the US commander in Baghdad, 
voices some optimism.

Quote: “I don't believe the surge is working. … You don't measure progress by body counts.”
From February to September this year, the body count has gone down 
from 81 US troops killed per month to 38 
and the monthly civilian death toll 
from 2,790 to 840
However Democratic presidential hopeful Bill Richardson is dismayed 
at the possible prospect 
of a non-defeat in Iraq.  
A dramatic decrease in dead American soldiers and dead Iraqi civilians 
is evidently of little consequence to him.

- - - - - - - - - - I R A N - - - - - - - - - - 
Quote: “Iran is the world's leading state sponsor of terrorism. Iran backs Hizbullah, who are trying to undermine the democratic government of Lebanon.  Iran funds terrorist groups like Hamas and the Palestinian Islamic Jihad, which murder the innocent, and target Israel, and destabilize the Palestinian territories. Iran is sending arms to the Taliban in Afghanistan ... Iran's active pursuit of technology that could lead to nuclear weapons threatens to put a region already known for instability and violence under the shadow of a nuclear holocaust. We will confront this danger before it is too late.
Quote: We have got a leader in Iran who has announced that he wants to destroy Israel. So I've told people that if you're interested in avoiding World War III, it seems like you ought to be interested in preventing them from having the knowledge necessary to make a nuclear weapon. I take the threat of Iran with a nuclear weapon very seriously.”
George Bush cranks up the rhetoric, 
first at the 
89th American Legion Convention 
then at a 
recent White House press conference
- - - - - - - - - - F R A N C E - - - - - - - - - -
Quote: “I also came to say that one can be a friend of America, and yet win elections in France.”
President Nicolas Sarkozy 
at a White House dinner, 
rebuilding France-America relations 
destroyed by his bitter and twisted predecessor Jacques Chirac
- - - - - - - - - - P R O T O C O L - - - - - - - - - -
Quote: “Why don't you shut up?”
King Juan Carlos of Spain, 
in a stunning breach of protocol, 
at an Ibero-American summit in Santiago, Chile,
shuts up Venezuela's president Hugo Chavez 
in the midst of a harangue about 
the “fascism” of Spain's democratic leaders. 
To add insult, the king employs 
the familiar “tu” used to address children
rather than the formal “usted”
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