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The dependence of 0il

Japan's boom-development has, to a considerable extent been dependent
of the import of cheap Middle Eastern oil.

In the 50's 1indigenous coal was the main energy source. But 1in
fifteen years time oil pushed coal aside and took the lead.

0i1 is expected to satisfy 75 % of the energy demand in 1985.

Japan's changeover to Middle Eastern oil is not only due to trans-
portation reasons (nearness) and price, but also to the imposition

of import quotas by the United States government in 1959. This
imposition of quotas closed the U.S. market for the bulk of

Middle Eastern oil. The Japanese (and Western European) economy

grew at the expense of the U.S. energy consumer, who had to pay
higher prices for his indigenous oil.

No clouds obscured the economic future of the cheap energy consumers.
They closed their Tless profitable coalmines and increased their
dependence of oil. The supply of oil was more than guaranteed

by increased competition between the o0il companies (in the 50's

a number of independent 0il companies started activities outside

the U.S.A.) and by disagreement between the o0il producing countries.
This situation changed drastically in 1973.

The 1973 "energy crisis scenario"

The advent of the independent companies and the closing of the

U.S. market made supplies abundant and prices fell. Much to the

distress of three parties, namely the major oil companies, the

0il producing countries and U.S. commerce.

The major o0il companies discussed the situation in their London

0il Policy Group, while the o0il producing countries, organised

in OPEC, Tooked for solutions. The o0il companies played a key role

between the U.S. government and OPEC. The three groups came to the.

conclusion that supplies should be cut back to stop the weakening

of the crude o0il price. The oil companies, together with the

U.S. government were the main initiators, a role which was later

taken over by the OPEC countries. An artificial energy crisis

was created and the world wept. =

After the predictions of the Club of Rome nobody doubted the

reality of the Timited availability of oil. But how limited were

the reserves. The o0il companies suggest that the ultimate

recoverable resources will be depleted at the end of the century.

Peter 0dell, professor at Rotterdam University contests this

point. He states that the main assumptions:

1) 7 % growth of energy consumption,

2) no increase in the number of discoveries,

3) no increase in knowledge and technical know-how,

are very disputable.

1) The growth of energy consumption will at all probability be

- 5% or less.

2) Most locations have not been prospected for oil.

3) Improvement of the technological know-how has made higher
estimates possible and will do so in the future.



According to Odell there is no shortage of o0il because of lack
of resources, but caused by economic and political reasons. This
did create enormous problems for the countries depending of o0il
imports. Japan is by far the biggest oil importer and the victim
of the artificial energy crisis stated above.

0i1 consumers:get organised

Not only on a national level has action been taken against the
effects of the 1973 scenario, in fact all kinds of international
organisations have tried to counter the threat of energy shortage.
A1l have failed. Prices remain high. Supply is threatened again
and again. The main reason for this failure is the lack of insight
in the cause of the:energy crisis of 1973.

According to the 1973 scenario three parties were involved in
creating the energy crisis. We may assume that in countering it,

we need not ask those three for help.

Yet there is cooperation between the o0il companies and the con-
suming countries to stop the OPEC threat. There is cooperation
between the U.S. government and other countries to cope with
theenergy deficit. Special agreements do exist between for instance
France and the Arab countries to assure supply Tines.

None of these will solve the consumers' problems.Prices will remain
high and supply will be threatened again and again.

OPIC

The best way to deal with these threats is to unite the threatened.
In this case the threatened are the oil importing countries. Some
countries should be excluded for there are several importing countries
that are  producing countries a3 well. These countries, as is the

case with the U.S. need an oil price, high enough to keep their wells
running at a profitable rate. The same 1is true of the countries
around the North Sea, which will have abundant supply of oil and

gas within ten years. Of course all the OPEC countries are ex-
cluded as well as the U.S.S.R..

Japan with countries like India and Brasil should form an international
Organisation of Petroleum Importing Countries (OPIC) in which a large
part of the third world could participate.

Japan is the most advanced of the consumers and best suited to ini-
tiate this organisation.

The OPIC should be composed of experts from the member countries.
These experts should not be appointed as representatives of some
national energy organisation, but as independent Qembers. This way
dualistic attitudes toward energy can be avoided™. Their indepen-
dence, even from their own government, is demanded. If a country
should become a producing country its membership must be stopped.
Task of the OPIC is to counter the 1973 fairy-tale and to collect
data in the consumers interest. Possibly OPIC can investigate the
usefulness of alternatives like Gas, Coal and "Nuke".

Discussion on the "scarcity" on an international level could

already cause the prices to decline. The firmer OPIC attacks the

1973 fairy-tale, the weaker the oligopolistic price policy will

get. OPIC can change a“fairy=tale into a fair price.

* for instance protecting the coal production and inviting petroleum
refiners to settle, as was the case in Western Europe.



