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Warning: Oil supplies are running out fast

By Steve Connor, Science Edi

Catastrophic shortfalls threaten economic recovery, says world's to
energy economist

The world is heading for catastrophic energy crunch that could cripple da@leconomic recovery beca most
of the major oil fields in the world have passeegitipeak production, leading energy economist has wari

Higher oil prices brought on by rapid increase in demand and a stagnation, or @selme, in supply could blc
any recovery off course, said Dr Fatih Birol, tiget economist at the respected International BnAggency
(IEA) in Paris, which is charged with 1task of assessing future energy supplies by OEGDtces.

In ar interview with The Independent, Dr Birol said ttia¢ public and mar governments appeared to
oblivious to the fact that the oil on which modeivilisation depends is running out far faster tipaeviously
predicted and that global production is likely taf in about 10 years — at least a decade edréiarmost
governments had estimate

But the first detaile assessment of more than 800 oil fields in the waddering three quarters global reserve:
has found that most of the biggest fields haveadlygpeaked and that the rate of decline in oil petidn is now
running at nearly twice the pace as calculatedtyustyears ago. On top of this, there is a probdémhronic under
-investment by oil-producing countries, a featuva&t is set to result in an "oil crunch” within thext five years
which will jeopardise ar hope of a recovery from the present global econwoetgession, he sa

In a stark warning to Britain and the other Weswwers, Dr Birol sai that the market power of the very few-
producing countries that hold substantial reseofesl — mostly in the Middle East — would increasidly as the
oil crisis begins to grip after 201

"One day we will run out coil, it is not today or tomorrow, but one day welwin out of oil and we ha to leave
oil before oil leaves us, and we have to preparseatwes for that day,” Dr Birol said. "The earlee start, the
better, because all of our economic and sociakayss based on oil, so to change from that wiletakot of time
and a lot of money and we should take this issug seriously,” h said.

"The market power of the very few -producing countries, mair in the Middle East, will increase very quick
They already have about 40 per cent share of theasket and this will increase much more stronglthe
future,” he said

There is now a real risk of a crunch in the oil@y after next year when demand picks up because woigéns
being done to bui up new supplies of oil to compensate for the raj@dine in existing field
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The IEA estimates that the decline in oil produtiio existing fields is now running at 6.7 per carnear
compared to the 3.7 per cent decline it had estichiet 2007, which it now acknowledges to be wrong.

"If we see a tightness of the markets, peopleerstheet will see it in terms of higher prices, magher than we
see now. It will have an impact on the economyinitety, especially if we see this tightness in tharkets in the
next few years," Dr Birol said.

"It will be especially important because the globabnomy will still be very fragile, very vulnerablMany people
think there will be a recovery in a few years' timg it will be a slow recovery and a fragile reeorvand we will
have the risk that the recovery will be stranglethwigher oil prices," he told The Independent.

In its first-ever assessment of the world's majbfields, the IEA concluded that the global enesygtem was at a
crossroads and that consumption of oil was "patemtsustainable”, with expected demand far outsitngp

supply.
Oil production has already peaked in non-Opec c@asand the era of cheap oil has come to an encrned.

In most fields, oil production has now peaked, \WWhteans that other sources of supply have to belftaimeet
existing demand.

Even if demand remained steady, the world wouldehaviind the equivalent of four Saudi Arabias taimain
production, and six Saudi Arabias if it is to kegpwith the expected increase in demand betweenamol2030,
Dr Birol said.

"It's a big challenge in terms of the geology,amts of the investment and in terms of the geapsliSo this is a
big risk and it's mainly because of the rates efdhclining oil fields," he said.

"Many governments now are more and more awareatiatst the day of cheap and easy oil is ovéowgver]
I'm not very optimistic about governments being @ the difficulties we may face in the oil supplhe said.

Environmentalists fear that as supplies of conwsati oil run out, governments will be forced to lexpeven
dirtier alternatives, such as the massive resarvem sands in Alberta, Canada, which would be éangely
damaging to the environment because of the amdieniargy needed to recover a barrel of tar-sandaniipared
to the energy needed to collect the same amouwrude oil.

"Just because oil is running out faster than wesltllectively assumed, does not mean the pressoféon
climate change," said Jeremy Leggett, a formemdilistry consultant and now a green entreprenetir Solar
Century.

"Shell and others want to turn to tar, and extadldrom coal. But these are very carbon-intengvecesses, and
will deepen the climate problem,” Dr Leggett said.

"What we need to do is accelerate the mobilisatiorenewables, energy efficiency and alternatisegport.

"We have to do this for global warming reasons aaybut the imminent energy crisis redoubles theerative,"
he said.

Oil: An unclear future
*Why is oil so important as an energy source?

Crude oil has been critical for economic developnagr the smooth functioning of almost every aspéct
society. Agriculture and food production is heawdbpendent on oil for fuel and fertilisers. In th8, for instance,
it takes the direct and indirect use of about sistdds of oil to raise one beef steer. It is theidbaf most transport
systems. Qil is also crucial to the drugs and chalsiindustries and is a strategic asset for thieamyi

*How are oil reserves estimated?

The amount of oil recoverable is always going t@beassessment subject to the vagaries of econembsch
determines the price of the oil and whether it @tivthe costs of pumping it out —and technologlyicv
determines how easy it is to discover and recdabable reserves have a better than 50 per cantelof
getting oil out. Possible reserves have less tiligpeb cent chance.
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*Why is there such disagreement over oil reserves?

All numbers tend to be informed estimates. Diffémxperts make different assumptions so it is unstandable
that they can come to different conclusions. Sommtries see the size of their oilfields as a matiGecurity
issue and do not want to provide accurate infomnat\nother problem concerns how fast oil product®
declining in fields that are past their peak prdaturc The rate of decline can vary from field telfi and this
affects calculations on the size of the reservefsirther factor is the expected size of future dednfor oil.

*What is "peak oil" and when will it be reached?

This is the point when the maximum rate at whidhsoextracted reaches a peak because of tectandal
geological constraints, with global production gpinto decline from then on. The UK Governmentnglavith
many other governments, has believed that peakilbihot occur until well into the 21st Century, laast not until
after 2030. The International Energy Agency belgepeak oil will come perhaps by 2020. But it aletidves that
we are heading for an even earlier "oil crunch'ause demand after 2010 is likely to exceed dwigdimpplies.

*With global warming, why should we be worried abou peak o0il?

There are large reserves of non-conventional odh @s the tar sands of Canada. But this oil tg dind will
produce vast amounts of carbon dioxide which wake a nonsense of any climate change agreementhémno
problem concerns how fast oil production is dealinin fields that are past their peak productidme Tate of
decline can vary from field to field and this atf®calculations on the size of the reserves. lavgenot adequately
prepared for peak oil, global warming could becdarevorse than expected.

Steve Connor, Science Editor
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