Preparing for the Petrol Droughts.  An evidence-based approach
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A Federal Office of Oil Vulnerability and a national Oil Vulnerability Mitigation Strategy (as being prepared in Queensland) are essential urgent first steps for Australia.  We need to collect and analyse the evidence on which to base future policies to reduce our oil vulnerability across all portfolios.
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Oil reached $145/barrel recently.  How long before it reaches $200 or $300?  We don't know, but Peak Oil will arrive very soon; when world oil production starts its geologically-determined decline while demand continues to rise.

Like hurricanes, volcanoes and tsunamis, Peak Oil is a natural event we can not prevent.  It is slower (in our terms) but still very fast in a historical time-frame.   We need to prepare well in advance and to learn to live with the consequences.  The world's giant oilfields are starting their decline now.  Bass Strait started its decline in 1985 and is now producing only a tiny fraction of its peak yield.

We should be preparing for sudden oil shocks, bigger than the 1973 and 1979 oil crises.  A revolution in Saudi Arabia or a war over Iran, for instance, would cause a dramatic oil crisis.  

We should also be preparing for Peak Oil which is starting now, according to the recent EnergyWatch report from a German think-tank.  Perhaps it will not come till 2009 or 2012, or perhaps later.  "Coming, ready or not" is the kids' game cry.  We will not be fully ready for Peak Oil whenever it comes.  

"Peak Exports" will come sooner, as oil producing nations use more of their own oil domestically, especially as they subsidise petrol very heavily.  Petrol is 2c/litre in Venezuela and circa 10c/litre in Iran and Libya.   As a result oil usage is rising sharply in producing countries, leaving less available to export to the open market on which Australia depends.

Less oil will mean less traffic, friendlier healthier neighbourhoods, a sharply lower road toll, more kids enjoying walking and riding  to school and less obesity, for instance.  But there will be problems, especially for those with car-dependent lives. Things will be much better if we all think in advance.

Even those not so dependent on cars will face challenges.  Let's say a quarter of those now travelling by car will want to change to public transport.   This would mean three or four times as many people trying to catch every bus and train.  This is just not possible with existing public transport capacity.  

There has been another federal Fuel Emergency simulation, which last time included "Odds-and-Evens" number plate rationing and a 20 litre limit of each purchase.  Fuel emergency planning is both inequitable and inadequate to deal with any serious oil shock.   If there are fuel shortages and rationing, then it will also be necessary to ration public transport access too.  The elderly, the sick, and mothers with young children should get priority.  Those healthy enough to walk a few kms or to ride a bicycle 15 kms should not be allocated scarce public transport places.

We all need to assess and reduce our oil vulnerability.  How, for instance, will key staff get to work for night-shifts in intensive care units in hospitals?  How will Meals-on-Wheels be able to continue?  What is an essential service?   And what is a lower priority for scarce fuel?  

The US had no serious plans about how to handle a big hurricane hitting New Orleans.  The world saw the "She'll be right" approach of the US Federal, State and local governments fail the people of New Orleans.  If (or when) an oil crisis hits us will our governments be any better prepared?

The economists will say "Market forces will fix it", but they were powerless against Hurricane Katrina.  Oil production is already declining sharply in many regions, including the US, the North Sea, Australia and Mexico.  This is geology telling us we can not produce more and more oil every year.  The super-giant fields we depend on are declining and we should be preparing now for oil shortages.  Economists are great at discovering oil on paper, but geologists are actually finding less and less every year in smaller and smaller fields.
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ABARE's oil price forecasts 

have been consistently wrong


We were mistaken to rely on ABARE's continual forecasts that oil prices will drop in future.  Other prominent economists have been no more reliable.  In November 2005 economist Prof Tony Owen said that oil prices would be $35/bbl in a "couple of years" and Nobel Economics prize winner, Vernon Smith, said $15/bbl "in the near future".  We should treat economists' forecasts with very considerable scepticism.

We need to reduce sharply the oil vulnerability of our cities and rural areas.  Investing in public transport and cycleways will prove much better in the long run than pouring our money into more roads only justified on the fallacy that there will always be more and more petrol available for more and more car travel.  

There are innumerable options for Peak Oil mitigation and adaptation.  Many are "No-Regrets" alternatives; things we should be doing now.  Many need to be started 20 years before Peak Oil arrives.  We all need to start planning and acting now, as a matter of urgency.

Offices of Oil Vulnerability and Oil Vulnerability Mitigation Strategies are urgent first steps at both Federal and State levels.  We need to collect and analyse the evidence on which to base future policies to reduce our oil vulnerability across all portfolios.
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