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“Pressure on the market will increase further”

ASPO, a worldwide group of scientists, warns of the end of the oil age – an interview with their President

Oil will not always be there and soon the beginning of the end will commence. The aim of ASPO is to increase awareness of this throughout the world and to prepare people for the post-oil environment. Since ASPO was founded in 2000 by the British geophysicist Colin Campbell many national subgroups have been established – a German one is under construction. Eva Drews spoke about the seriousness of the situation with the President of APSO and Professor of Physics at Uppsala University, Kjell Aleklett.

Q. Many people are complaining about high petrol prices. What have you to say to them?

A. I try to explain to then that it is not the oil companies that fix the price. Neither is it the production costs of petroleum, which are much, much lower. It is the market which does it – the interplay of supply and demand. In short, we pay what we are prepared to pay.

Q. But is it not true that people would prefer to pay € 1.50 for a litre of premium?

A. The question is not what they would like but what they do or don’t do. When the supply becomes scarce, prices rise. But when people are prepared to pay the higher price then the price will stay high. And people are clearly still prepared to pay a lot for their petrol.

Q. But isn’t it true that supply is not tight now?

A. At the moment we have enough oil but the situation is precarious. The worldwide demand for oil is increasing but production can no longer be raised. Formerly it was mostly the rich nations which needed oil. But in recent years it has been also the developing nations like China and India whose thirst for oil is increasing dramatically.


Q. So is the high petrol price due to China?

A. No, you can’t say that. Five percent of the world’s population live in the US which uses one quarter of total oil production. There is no reason why the average American should need twice as much oil as the average European. Were that the case there would be no problem.

Q. Then would there again be enough oil?

A. No, it would probably allow the price to fall again but the problem would still be there. Nothing can solve this problem. Oil is now a declining source of energy – it took thousands of years for oil deposits to form but we only took a few decades to use it up. Most of the world’s oil supply was discovered long ago. The high point of discovery was in the 1960s. And each year since then we find less and less new deposits. We know about 90 percent of oil stock worldwide.

Q. You mean 90% of the earth has already been checked for oil?

A. Oil can only be found in specific geological formations and we know exactly where these are. It only makes sense to look there, and based on past experience we can estimate pretty exactly what is still to be discovered: not much more. At the same time the demand continues to grow. At the moment we use worldwide about 30 billion barrels of oil per year while new discoveries are about 10 billion barrels. This means we must take 20 billion from our reserves. Compare this we a financial transaction: a person who earns €10 and spends €30 must find the balance of €20 from their savings – that is not good in the long run. 

Q. The International Energy Agency in Paris has data which show that very large oil reserves still exist.

A. Firstly, the IEA is not international. It is the Agency of the rich nations, the OECD member states.  And as it is in their interests to keep the oil price as low as possible they naturally try to spread optimism. Secondly, most of the reserve data are complete nonsense, they originate from the oil producing countries and cannot be verified. And even if they were correct, it would not be enough. Let me make this clearer with an example: One of the countries on which oil consumers depend is Iraq . According to the official statistics there are still about 100 billion barrels of crude oil located there under the desert. At current rates of consumption this will only carry the world for three years. And the Iraqian reserves are the fourth highest in the world!

Q. Peter Davies, chief economist for BP, says that for every barrel that we consume at least one new barrel is found ….

A. That is bullshit. He is only saying it because it is in the interests of his company. Were he to say anything different the share price would fall and what company wants that. Remember what happened to the Shell share price when they had to revise downwards their reserves, it fell like a stone. It is clear that Davies is wrong, that the whole industry is wrong – after all, all the oil companies claim that there are still plenty of undiscovered reserves. But that is nonsense.


Q. But aren’t the extraction methods benefiting from new technology?

A. When there is nothing more to find, improved discovery techniques won’t help. It is quite simple – almost everything has been found. It follows that supply will soon be unable to keep up with demand. Perhaps we can continue to increase production worldwide for four or five more years but by 2010 or 2011 at the latest it will all be over. By that time at the latest we will reach Peak Oil.

Q. But then why do economists from international industry research institutions claim that there is still enough oil for decades?

A. They are stupid! They are simply stupid. They believe that the market will solve everything, that an increased supply will inevitably follow an increase in demand. They ignore the fact that oil is a finite resource. They are giving vent to their hopes and not to reality.

Q. The Club of Rome was making claims similar to your own more than thirty years ago. They were predicting that Peak Oil would occur in the 1990s. They were not correct.

A. That is a very popular response. But it is not valid. The Club of Rome published their Limits to Growth report a year before the OPEC states turned off the oil tap. We know now what followed: the world economy went into recession and demand for oil fell dramatically while at the same time there was a change in people’s perceptions. Had this not happened the Club of Rome predictions would have been right.

Q. Some people say that the Americans only invaded Iraq because of their oil reserves.

A. That is obvious! They want control over the reserves.

Q. Are we already in the situation that states are fighting over the last drops of oil?

A. We will be there shortly. The fact that most of the reserves are in Arab states does not make it easier. Just look at the situation. There are essentially four centres of power in the world: the US, Russia, China and Europe. Only one of these, Russia, is self-sufficient in energy. The others must fight for energy. Production has already peaked in both the US and Europe. China will soon be there also. Today China uses 6.3 million barrels of oil per day, of which it produces only 3.3 million. It must import the balance. This year China will increase its oil usage by 10%, they say. That means their imports will grow by 20%. That will increase pressure on the market. And it will continue. For every one percent growth in their output developing nations need also one percent more oil.

Q. That doesn’t follow, as the oil price would soon fall again.

A. Fluctuations are still possible. When economic growth weakens demand for oil, and hence the price, will also decline. But clearly we will never again see the price of a barrel of oil below $50.

