
HOOKED 
ON OIL 
by William N. Cox 

While debates on decontrol of oil prices and windfall profits taxes intensify, one 
fundamental and largely unforeseen development now seems inevitable: the U.S. 
will have to rely on foreign oil at least through the next decade. Optimistic predictions 
of "oil independence" are not working out, and alternative sources of energy cannot 
be made practicable quickly. Consequently, we must prepare for a decade of energy 
vulnerability. 

"Energy," said William Blake in a simpler 
time, "is eternal delight." Today, it is our 
eternal dilemma. Many elements of the 
national energy discussion are hotly 
contested and unresolved. One particular 
aspect of the broader energy question, 
however, is becoming increasingly clear 
and urgent: Our economy is critically 
reliant on foreign oil and, therefore, 
vulnerable to interruption of oil imports. 
Furthermore, this reliance and vulnerability 
will probably remain through the 1980s. 
These facts will persist for years regardless 
of such decisions as decontrol and windfall 
profits taxes. 

Energy Self-Sufficiency by the 1980s No 
Longer Seems Likely. Back in 1974, after 
OPEC quadrupled the world price of oil 
to $7 a barrel, a consensus emerged 

among the experts that U. S. oil produc-
tion would increase substantially in 
response to higher prices. Our use of oil, 
meanwhile, would stabilize or even shrink 
as the new prices pushed users to use 
petroleum products more efficiently and 
to shift to alternative forms of energy, 
which would also become more available 
at higher prices. U. S. imports of foreign 
oil would decline and continue to decline 
as we produced more and used less. 
American energy self-sufficiency in the 
1980s was generally viewed as a realistic 
goal. 

Things obviously haven't worked out 
that way. Now, six years after the OPEC 
embargo: 

•Oil is selling worldwide for over $20 
per barrel, three times the 1974 price 
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U.S . oil usage (the black line) has continued to increase, while domest ic 
production (the gray portion) has remained flat, leaving the additional 
demand to be filled by additional imports (red portion). 

nominally and twice the 1974 price in 
real terms. 

. U. S. imports in 1978 and 1979 are 
one-third greater than they were 
before the embargo. Almost half the 
oil we use is now foreign. 

. U. S. oil production has not increased 
since 1973, even with the completion 
of the Alaskan pipeline. 

A disappointing experience, to say the 
least. Out of it is coming a new consensus 

about our energy future: more sober, 
more realistic, almost certainly more re-
liable, and promising in the long run. The 
new consensus goes something like this: 

First, American oil usage is not likely to 
decline for at least 10 years, provided the 
oil is available to use. Gains from more 
efficient usage of petroleum products will, 
at best, meet the additional requirements 
generated by economic growth. 
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Decontrol of domestic oil prices, now 
under way, will help to restrain the 
growth of oil usage, but the results wi l l 
not be dramatic or quick. The increases in 
gasoline prices resulting from decontrol 
of oil, for example, will be much less than 
the gasoline price increases already expe-
rienced since 1973. Yet domestic demand 
for gasoline has not declined. 

Although more miles are being driven 
despite higher gasoline prices, other 
slower and more substantial reactions, 
which reflect basic changes in Americans' 
attitudes, are also taking effect: the higher 
prices are encouraging the demand for 
more efficient automobiles, the use of 
public transportation, the purchase of 
homes closer to work, and so forth. But 
the effects of such conservation measures 
on total usage wil l be gradual and slow. 

Second, American oil production is not 
likely to increase much, if at all, beyond 
current levels. Earlier hopes that higher 
producer revenues (as, for example, from 
decontrol of prices or from a lower wind-
fall tax rate) would provide substantial 
new domestic supplies have obviously 
been deflated. Despite substantial increases 
in domestic prices and the opening of 
Alaskan fields, U. S. oil production has 
been flat since about 1970. New domestic 
reserves are being found, proven, and 
tapped, certainly, but not as fast as exist-
ing reserves are being drained. Half the 
exploration crew activity and four-fifths of 
the wells dril led worldwide in 1977 were 
in the United States. Perhaps the most 
credible evidence of this is the oil 
company advertising about conservation. 
It is a little strange, when you think about 
it, for producers to be urging customers 
to buy less of their product. Strange, that 
is, unless supplies of that product wil l be 
limited. 

Third, significant supplies of domestic 
substitutes for oil are not likely to be 
available during the 1980s. Each alterna-
tive has peculiar problems. Only 10 
percent of our oil usage goes to generate 
electricity, so the oil-saving contribution 
of coal and nuclear fuels is thereby 

Where does our oil go? 

More than half our oil from all 
sources is c o n s u m e d in transportation 
activities. About half of that goes to 
private automobiles. E lectr ical genera-
tion, in contrast, accounts for only 
about 10 percent of Amer ican petro-
leum consumption. 

l imited, quite aside from the environ-
mental questions and from the problem 
of how to move coal from mine to 
generator. 

Heavy oil, shale oil, tar sands, and en-
hanced recovery from conventional wells 
all involve technology untested on a large 
scale and uncertain in cost. Proponents of 
these supply alternatives discuss quantities 
small in relation to our 8 mill ion barrels a 
day of oil imports, even after eight or ten 
years of development. 

G e n e r a t i o n 

U.S. PETROLEUM USES 

Source: U.S. Energy Information Administration. Crude Petroleum, 
Petroleum Products and Natural Gas Liquids, Annual and 
December issues, 1978 December issue 
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Additional domestic supplies of natural 
gas (as a substitute for oil in home heat-
ing) offer the most hope, once interstate 
gas pricing is fully deregulated. Expert 
opinions differ about how much natural 
gas wil l be recovered at higher prices or 
whether imported gas will be available to 
fill any shortfalls that persist. (Natural gas 
imports have up to now been small in 
relation to domestic gas use.) 

Alcohol is more promising as a substi-
tute for gasoline. Half of the U. S. oil 
usage is in transportation, of which half in 
turn is in gasoline burned by private 
automobiles. The technology for substi-
tuting alcohol for gasoline is proven, and 
additional agricultural resources are avail-
able. But as the Brazilians are finding, 
significant substitution of alcohol for 
gasoline takes years to implement. 

Fourth, "technological breakthroughs" 
cannot quickly change our reliance on 
imported oil. W e already have a great 
deal of useful, proven technology. Cars 
are in production and available, for 
example, which average 35 miles per 
gallon. Houses and factories are being 
built routinely with five to ten times the 
typical fuel efficiency for heating and 
cooling. 

But just having technology available is 
not enough. Significant reductions in oil 
usage wil l not result until substantial 
proportions of the entire U. S. auto fleet 
have been upgraded for efficiency and 
until inefficient dwellings and factories 
are increased in efficiency. O n e 35-miles-
per-gallon car wil l have no effect on oil 
use; 50 mill ion such cars wil l obviously 
have an important effect. If the entire 
U. S. auto fleet could be magically con-
verted to achieve 35 miles per gallon, for 
example, we would save about 3 mill ion 
barrels of oil a day. If all those cars were 
fueled by 20 percent alcohol, we would 
save almost 2 mill ion barrels a day (out of 
a 1979 average of about 8 million barrels a 
day of imported oil). But it wil l take years 
before more efficient cars, dwellings, and 
factories predominate. That is why so-
called breakthroughs cannot quickly 
change the U. S. reliance on imported oil. 

( ^ 
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These simple and sobering likelihoods— 
that American oil usage will stay up, that 
American oil production may not, that oil 
substitutes wil l not be quickly and plenti-
fully available, and that new technology 
will not change the situation soon—lead 
to the conclusion that oil imports will 
remain a highly important source of 
energy through the 1980s. During the first 
seven months of 1979, U. S. oil imports 
averaged 8.1 million barrels a day out of 
total usage of 18.8 mill ion barrels. That 
rate held firm from 1978, when imports 
and usage averages were also 8.1 and 18.8 
million. (Prior to rising oil prices in 1973, 
imports were 6.3 out of 17.3 million bar-
rels a day.) Import levels wil l not retreat 
quickly from these levels as long as 
imported oil is available. 

Wil l imported oil be available? There is 
obviously no assurance the answer wil l be 
yes. Import availability has slowed twice 
in the past six years (the 1973 embargo 
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and the Iranian stoppage in 1979). Our 
economy, clearly, is and wil l be critically 
reliant on the continued availability of 
imported petroleum. Such reliance is not 
a crisis in itself, but it makes our economy 
vulnerable to crisis whenever imports are 
interrupted. We are hooked on oil. 

What can we do about this uncertainty 
and vulnerability? Certainly, the situation 
adds importance to our strategic petro-
leum reserve. By summer's end, the 
reserve held stocks equal to about 10 days 
of imports, far behind the reserves 
accumulated by the Japanese and 

European economies but growing sub-
stantially at last. The newly authorized 
reserve of six months' worth of oil 
imports in the ground, though expensive, 
will reduce our economy's vulnerability. 
Basically, though, there are no quick 
answers to the vulnerability which follows 
from our nation's reliance on imported 
oil. Conservation wil l help. Encourage-
ment of alternate fuels will help. 
Stockpiles of oil wil l help. But none of 
these measures can eliminate our vulner-
ability quickly or totally. W e are hooked 
on imported oil. • 
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