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= “miscalculations over functioning or nonfunctioning of
= fenergy markets might lead to armed conflict between
— developed states or a more generalized acceptance of
- considering the actual and implied use of force to
manipulate those markets.
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RESECNCIIPIOJECT fior NIC/LERA— Routledge book Enerqy.
SEL /f/ri ana’ Glopal Polltics. The Militarzation. or
7t L/ff" Management

E50),
DUE: C t t in fall of 2008 that will feature case studies:
C'r 7a, Gulf, Russia, Central Asia, et al.

*—Eﬁ _13 ook will make a nice gift!

——

_oran/RusseII paper also published in Jan/Feb issue of
2 CCC e-journal Strategic Insights; also on SUSRIS site.

= Book tries to bridge the divide between security studies
and economists.
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ERergy Security and
Ii ternation‘alzs'ecurl Y=

ECONoIMIStS areWwedded to worklngs of markets
rlnrl rr Stakes| off actors In these markets — built
NmMPEdiment te disruptions, since developed
rcr L”' ave largest stake in stable market

Lipl Ictions.

= Curlty studies people believe that wars can
w-.fsfart for all sorts of reasons; people/states can
“behave irrationally; states can and do go to war
with their best customers for what in retrospect
seem pretty foolish reasons; states will act to
prevent decline in their strategic circumstances.
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RENETQY SECUNtY™ IS NOW deemed so central to
sielienal securty” that threats to the former are
[elslertorbe reflexively interpreted as threats to
ENatier.

& orce as coercive instrument in response to threats to

==~ “energy security.”

~ e Energy security seen as one “worst case”

~ scenario that could cause developed states to
reconsider calculus that war with one another

does not pay.

® Broader global strategic paradigm of resource-
constrained state growth.
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SVEEiZatien™ reguires that'something must change that
WellcNorce major market participants to reject
Jcllculrua “that war for energy does not pay.

rligjfl e Aergy. prices would be part, but not sufficient.

Losis f confldence In the ability of the market to deliver
= -fEJ.J‘ [EVErsIon In pricing.

oF: culatlon that compromised market changes
_CIrcumstance In such a way that fundamentally erodes
“the strategic position of major market participants.

= Perception of market compromise Is just as important as
“actual” compromise.

— Perception of “peak oll”
e Some believe it Is already underway.
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i 2 oes it look ike a
WETKNow |t‘When we see |t?

—

Even-tf 1ot be dramatic

l\/I]J]'tg;r-_‘? OCCUrs as a series of small iterative
llr jlatiens conceived in response to limited
ES OIf opportunities, each of which erode

hngness of other participants to trust the
market

% [his means that the normal operation of the
market is compromised — “end of history”



€ state- Based Strateglc
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DIIECT SEIZUre Of energy assets by mllltary
WESns:

- Je;rru' "ion of energy assets to deny their use to

C orr DeLItors

_;,_;1-'-_’,, ary confrontation arising from competitive
=" forts to 1dentify and exploit new energy
,resources

—
-® |ndirect control of energy assets through
creation ofi proxy or puppet states

ll"
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SAVIitEAeVerthrow off gevernments whose
sEREUEHISnimical torenergy market functions
- I\/I]J_]"EF-- of or attacks upon the energy
ﬁ"c‘tion and transportation infrastructure
= _:r-etectlon of or attacks upon transit choke
%:'—l Z'*g oInts

“® |ntervention to defend governments in energy of

energy producing states
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Neg tate' \N.lld Cards‘} ‘i'

© ok errorr. ‘groups have systematlcally targeted
HFJHU\ 100ES OVer the last decade in Irag,
RINSSIE) Columbia, Ecuador, Philippines, Turkey,
Pakistan and Algeria.

< E JﬂrISt group operational areas coincide with

g_,.,*;-_. /erld’s major energy producing regions
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-~ ® Bin Laden and Zawahiri repeatedly threaten to
destroy Gulf energy targets

— Episodic attacks mounted in Saudi, Yemen and
elsewhere
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NGr-State Limiting/Factors™

Reduq of world energy infrastructure is
J]gn]ﬂfr ; system IS resilient

err_xo ~level sustained attack is problematic
= .r;ga ucmg states take facility security seriously

T e bolt from the blue, catastrophic attack

' aI a critical node, I.e., Ras Tanura, Abgaiq,
Abadan(?), Strait of Hormuz, Bab el Mandeb,
cannot be dismissed out of hand



stitutionall Interests Canfiot
OE dDiscountediin USG

MJJJL;IN organlzatlons are reluctant to embrace
ir)e stabulary- nation-building and Irregular
vvrurm SHiunctions that are largely ground-based

---

- gy msecurlty IS being seized upon by USN,
— fr_example as Justification for holding on to
fcherlshed missions and multi $ billion platforms
~ at a time when most states have abandoned the
ldea of blue water operations.
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EIBWINGPEICEPUON that TRternational energy markets
ZIENIOIUINCLIONING I accordance with two “iron: laws™ of
ire mrlr etplace:

— riJ Sinle) prlces leads to less demand and more supplies

NBIthIs time — demand continues to grow along with
[ICE:! 85, 1.2 mbpd est. growth in '08.

'*_ij-:zi g pl|ers will-not/cannot increase supply to keep pace
;:f# Wlth projected demand increase:
= — Non-OPEC suppliers plateau by 2020
o Saudl plan is to increase production to 12.5 bpd, far less than
what projections suggest are needed.
® Prices aren’'t coming down any time soon — N0 mean
reversion.
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HINotviaking This:

il Bl J,.-.: lef- Economist
IRUAE )7 J ernational = [=10)Y
AUEN Lj Accordlng {{0)
morm 2| _feconomlc theory,
=and the history of oil, rising

- :.'-'- :_.-'

= nces have two main

—-._._.l'-—-'

~ effects. They reduce
- demand and induce oil
supplies. Not this time.”

As quoted by Jad Mouawad, “Oil Price Rise Fails to Open
Tap,” New York Times, April 29, 2008 at
http://www.nytimes.com/2008/04/29/business/worldbusiness
/290il.html
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METOWING PErCEPLION that market is already
Ogerel rJ= O outside expected norms.

SNONce states or people running the states stop
oehﬁ ' mg I market, or stop being able to
_c plitically’ support market functions, they
5__,# econsider their options.

- — Coercive instruments and markets.

— [Logic of preventative war.

— The Irag war shows how easily a war of “choice” can
be sold.
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ABRENVIE MR capalle ol systemically intercedingl to affiect
SHENdyAmarkets.
Alsg oerlm ‘the changes In global financial plate tectonics
rleJJvered by energy markets over the last six years.

GISWE, SAMA, private holdings est. at $2 trillion; GCC now with
second «l':argest $ holdings in the world.
e ADIAnoew w/nearly $1 trillion in assets;
::___-_- 2C GDP could reach $883 hillion in 08, more than doubling in last 5

- years.

— The GCC is accumulating assets at the rate of about $15B a month
s Changing balance of power in Gulf:

= — |ran has already lost the economic competition w/the GCC. It is too far
behind.

— lran doesn’t get; neither do we.
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asirued 2y BEtWeen political/public demains and new: global
sRemicrealities being| created by energy markets.

3
bl grlJJor 10y, 2012 est. by some, while Gulf Arabs are building
idevaierietels and indoor ski sIopes”

1

Sig-dISt 1ssed twice from Riyadh in last six months
e CH of *i)olltlcal will to make hard choices of any sort.
== R/erdon’t get it

e e —

- —..-—- : “*'Schumer AIPAC arms amendment to get back at those bad old
: ~ Saudis...

_‘-—“‘__‘ .- Qj_tlgroup, UBS GM Building owners in NYC get it.

s When public and politicians finally realize what's happened, watch
= OUTt.
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il Politics of Today: Blame s S5
the supplierst

bia were to increase production by 1 million barrels
-', ranslates to a reduction of 20 percent to 25 percent

d price of crude oil, and crude oil prices could fall by

: 4-: dollar per barrel from its current level of $126 per
n “that would lower the price of gasoline between 13
d 17 percent, or by more than 62 cents off the expected
-u r regular grade price - offering much needed relief to
ng families.” Senator Charles Schumer (D-NY) on the
rrate floor on May 13, 2008. <
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R EIMIERPENS through Variety of Ways:

SRsilipidity and ideology, inrationality, miscalculation, greed, logic

HeVIReNren inexoranle decline in strategic circumstance --

orevf 'eitive War, genuine disputes.

- JLu_e developed states haven't fought each other
fol ezl _wh||e doesn't mean they won't do it again.

= Qr_mal” functioning of markets may be compromised
— _J—__More Important, perception is growing that this is the case.

s Perceptive chasm in the United States between domestic
- politics and the realigned global distribution of economic
power will close, and when it does, look out.
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