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The events of the past two months have graphically shown the vulnerability and instability of
today's global energy economy. Dependence on oil has continued to expand in the last decade, and with
that growth has come even greater reliance on the enormous petroleum reserves in the Persian Gulf. Any
near-term disruption in Middle Eastern oil supplies as a result of local terrorism, warfare, or the
overthrow of governments by radical fundamentalists would lead to dramatic oil price increases that
would severely disrupt the global economy.

Reliance on oil and other fossil fuels has created three kinds of energy insecurity: the political
insecurity that results from the uneven distribution of oil reserves around the globe, the economic
insecurity that comes from dependence on a fuel whose price swings wildly in the spot market as a result
of global events, and ecological instability in the form of potentially catastrophic climate change
stemming from the buildup of carbon dioxide in the atmosphere. The roots of these problems are
intertwined, and the solution is ultimately the same: an overhaul of today's energy system.

Current instability in the Middle East and Central Asia has dramatically raised the stakes for
energy planners, and shown that the world is in urgent need of a new energy strategy aimed at reducing
dependence on oil. To achieve this goal, decades of complacency about energy trends must be replaced by
a new consensus about the need for, practicality of, and advantages of a new energy system. The same
kind of vision and effort that went into creating the oil economy a century ago must now go into creating a
post fossil fuel age for the 21* century. A near-term energy transition is now central to achieving the
Secretary-General's Millennium Declaration call for "freedom from want and freedom from fear."

THE PROBLEM

The world is now consuming 74 million barrels of oil daily--providing 40 percent of the world's
energy. Due to its geographic concentration, 57 percent of the world's oil now moves across international
borders, with nearly half of that total coming from the Middle East and North Africa. Despite the global
oil shocks of the 1973 Arab oil embargo, the 1980 Iranian Revolution, and the 1990 Gulf War, world oil
use increased at an accelerating pace in the 1990s, up 13 percent during the decade.

Heavy dependence on oil is found throughout most of the industrial and developing world.
Transportation in particular--from automobiles to jet aircraft--is almost completely dependent on oil.
Industrial countries account for 60 percent of world oil consumption, but many developing countries are
already more economically dependent on oil--using it for industry and power generation as well as
transportation. In many cases, oil imports absorb as much as one-third of foreign exchange earnings and
any sudden rise in oil prices would threaten and almost immediate recession.

The United States, with less than 5 percent of the world's population, is the world's largest oil
consumer, burning 19 million barrels per day, 25 percent of the world total. Despite a once abundant
endowment of domestic oil resources, U.S. energy needs long ago outstripped that capacity, and imports
now account for close to two-thirds of its oil use. Japan uses just 5.5 million barrels per day, but imports
virtually all of that amount. China, by contrast, consumes just 4.8 million barrels per day, India 2.0
million barrels per day, and Brazil 1.8 million barrels per day. However, over three-quarters of the future
growth in global oil imports is projected to come from developing countries, most of it in Asia, which
already accounts for one-third of world oil imports.






