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Where We've Come From and Where We're Going
with Daniel Yergin

Daniel Yergin

To gain further insight into the contemporary global energy schema, the Daniel Yergin is vice
G t 1 of Int ti 1 Affai ; ith Pulit chairman of IHS and
eorgetown Journal of Internationa airs meets with Pulitzer founder of Cambridge
Prize winning author Dr. Daniel Yergin who has been described by Fortune Energy Research Asso-
ce , . LT R 5 ciates (CERA). He
as “one of the planet’s foremost thinkers about energy and its implications received the Pulitzer
to discuss the themes of his latest New York Times bestseller, The Quest: i’r_ize for his book The
rize.

Energy, Security, and the Remaking of the Modern World,

and much more.

GJIA: Were you heartened by the discussion of energy in
the recent U.S. presidential election? What has changed in
the rhetoric of politicians as of late?

Yergin: I was quite surprised in the first debate and in the
campaign by how much the two candidates were competing
to say that one of them was more in favor of natural gas than
the other. That is a big change. I think the job aspect - the
economic development aspect - of this kind of unconven-
tional gas and oil revolution and what that means for the
U.S. economy has changed the political debate on energy
in the United States. It was reflected in the presidential
campaign, and will be more in the next couple of years. So
far 1.7 million jobs are now being supported by this uncon-
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ventional revolution in shale gas and

tight oil.

GJIA: There were some critics of the
discussion on energy in the most recent
election given that there wasn’t too
much talk about climate change with
the exception of towards the very end
with the onset of Hurricane Sandy. In
your writing you have talked a lot about
how the concept of peak oil is misguid-
ed because human innovation allows us
to keep developing new means of pro-

that is going to play a bigger role in our
economy.

GJIA: There is an argument floating
around that the United States needs to
do all it can to reach a state of sovereign
energy independence. What you think?

Yergin: We over-focus on energy
independence and we miss what is actu-
ally going on. We will certainly get less
dependent—we will have North Amer-
ica and the Western hemisphere both

We over-focus on energy independence

and we miss what is actually going on.

duction and maintaining high supply
levels. In the absence of that oil peak,
some people say there is not going to be
a push for a transition away from fossil
fuels. How can policymakers convince
people of the necessity of developing
alternate energy sources?

Yergin: We may not have an over-
arching policy, but we have some key
factors. The Renewable Portfolio Stan-
dards for utilities that requires a cer-
tain percentage of renewables is pretty
powerful. The Fuel Efficiency Stan-
dards are also pretty powerful too.
Those are energy policies, but they are
also climate policies. You make a good
point that the notion of peak oil ties in
very well with concerns about climate
change, because it argued that we are
running out and must therefore speed
up the transition. Part of the argument
over shale gas, which is now 37 percent
of our gas supply, is that there is a low
cost and relatively low carbon option
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on the path to be importing a lot less
energy from the Eastern hemisphere
as these new supplies come on—and at
the same time we will become more
efficient in how we use energy. After
all, U.S. oil output is up 40 percent
since 2008. Demographically our use
of oil will change as well. We should
see North American still importing of
oil, just less of it. Part of the recogni-
tion that was not there even a year ago
is regarding what having these dollars
spent in the United States means for
the economy, for employment, and for
competitiveness. The money stays in
this economy rather than going over-
seas. The domestic supply chain aspects

turn out to be more important.

GJIA: Given that we are going to
be less dependent and the projections
continue to show that the United States
is going to be relying less on oil and
gas from the Middle East, do you think

that this new energy position will cause



a rethink of U.S. foreign policy away
from the Middle East? Are we going to
see a U.S. pullback from the region?

Yergin: In the next few years as we
argue about budgets in the United
States that will probably factor, but the
biggest issue right now is Iran’s nuclear
weapons - that is not really about oil
supply. I think the United States will
continue to have a deep interest in what
happens in the Middle East because of
its centrality. Other states like China
are now getting more oil from the
Persian Gulf than we do, and how Chi-
nese interests and their view of energy
evolves will be very important. It was
interesting for me in publishing The
Quest in China to listen to the discus-
sion there about energy. Some people
postulate there is an inevitable clash
with the United States just as there
are some people here who think there
is an inevitable clash, but there are a
lot of other people who see this more
in terms of commercial competition,
and that is not the same as geopolitical
rivalry. These two economies are tied
together in so many ways. To become
convinced that there has to be a clash
is not a good way to think about things.
It could happen, but there are a lot of
reasons it should not happen. That
said, it is important that both countries
make sure they understand each other’s
energy positions and energy needs. The
more commercial and the less geopo-
litical the relationship, the better.

GJIA: your books you tend to
draw out the narrative and delve into
individual perspectives on issues in
addition to depicting the overarching
positions of nations. How much agency
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do you think individual actors at the
upper levels have in influencing this
energy dialogue and the way that these
nations interact with one another, and
how much of it do you think is based off
of the pure economics?

Yergin: I think people do matter.
National mindsets are comprised of a
mixture of the views of different peo-
ple and groups. Take interest groups,
for example. Some Chinese have said
made about the
South China Sea being a core interest

that the comments

by other Chinese were not authorized
statements. Individuals do matter, par-
ticularly when situations are fluid. This
also has to be seen in the overall con-
text of the U.S.-China relationship. I
think the balance of the relationship
changed with the financial crisis. Chi-
na’s rebound was early and critical for
global recovery.

GJIA: The subject of the feasibility of
nuclear power has come up time and
time again, especially given the current
catastrophes. Is this backlash going to
be sustained, or is it just temporary?

Yergin: In Germany it depends on
how well they do in terms of substi-
tuting other things, such as gas from
Russia and offshore wind - how their
grid system reacts will also have a big
impact. I was just in Japan and spent
a lot of time talking to the Japanese
about this issue. The former govern-
ment had not so much said it was going
to eliminate nuclear power. They have
said that they want to develop their
capabilities so that they have the option
to eliminate nuclear power, which is
one step removed. What happened in
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Fukushima was horrible - an accident
that should not have happened. They
are looking at what went wrong, such as
why they did not have a proper regula-
tory system to separate safety regulation
from promotion, and putting safety
first going forward. They also want to

of different interests. The anti-Putin
movement certainly would not have

The issue before the

government now is one of moderniza-

existed before.

tion and reform - making the economy
more competitive and ensuring that
Russia is not a petro-state. There is no

Iraq has the pﬂtential to become a major

source of loose supplies for the market, but
only if the country can deal with... [its] secu-

rity and stability issues.

take a look at the competitiveness of
Japanese industry and what happens if
they don’t have cheap base load nuclear
energy. Their energy security policy is
based upon energy diversification, but
they have a more challenging time on
renewables than Germany does. This
is a debate that’s going to continue,
but obviously Fukushima has deeply
scarred the Japanese polity. The new
Abe government has already signaled
that it will likely take a different tack
and by the summer may well lay out a
continuing role for nuclear power in
Japan’s energy mix.

GJIA: The past year has seen major
Vladimir

Putin’s return to the presidency, and

opposition to President
there are indications that there is
infighting in the Russian elite. Some
suggest that part of this opposition
stems from the Russian economy slow-
ing down and Europe becoming less
reliant on Russian natural gas. Do you
think this opposition really is based on
that, or is it more of an anti-authori-

tarian sentiment?

Yergin: I think it represents a lot
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denying that Russia is a state that is very
dependent upon oil and gas revenues;
it has a comparative advantage there.
The question is: what does that do in
terms of stiﬂing innovation in other
parts of economy? I think that is the
debate within the Russian elite. Russia
is still a heavyweight player in terms of
energy. It is interesting, though, that
the United States has now overtaken
Russia as the world’s largest natural gas
producer. There is also a contest now
going on between Brussels and Moscow
over how the European gas markets will
be organized and how prices should be
set. That is another very critical issue
for the Russians, but both sides are
currently digging their heels.

GJIA: We had the pleasure of inter-
viewing Dr. Fatih Birol from the
International Energy Agency about
his new predictions for Iraq’s future
in terms of being an energy-export-
ing nation. How do you think that
will affect the geopolitics of pipe-
lines?

Yergin: How fast Iraqi oil grows



depends on maybe three things. One
is political stability in Iraq. Two is the
economic terms - are the fiscal terms
attractive? And three is their ability to
deal with logistics and scale. What we
see now is the movement of companies
into Kurdistan. The terms are more
attractive, it is easier to work there, and
it is more secure. Pipelines are still very
crucial because you still need to evacu-
ate the oil. The CEO of one company
told me how he looks at Kurdistan and
it reminds him of what Texas in the
1920s must have been like with its huge
potential. In The Quest I have a story
that I heard from the Kurdish oil min-
ister. When politicians were divvying
things up in Baghdad, they said that

there was no oil in the mountains of
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Yergin: No. Those countries are
not major sources of supplies for the
United States. This question of what
these governments are going to be like
- their ability to maintain cohesion and
maintain their position - is still up in
the air. There are still a lot of challeng-
es. Libya, in some ways, has it easier
because it has a small population with a
lot of money coming in. On the other
hand, under Muammar Gaddafi it did
not have any institutions. There is still a
question of who is going to be in charge
of these countries in five years. Things
were frozen in these countries for three
decades or more, and now there is been
an upending of the strategic balance. Is
the Muslim Brotherhood government

in Egypt going to be able to bring in the

Energy diversification enhances energy

security... [There] will be new opportunities,
[but also] room for new political controversies.

Kurdistan. He said, “If that is the case,
just give them to wus.” That area had
not been developed under Saddam for
ethnic and political reasons. Iraq has
the potential to become a major source
of loose supplies for the market, but
only if the country can deal with those
issues, particularly the security and sta-
bility issue.

Gjia: Given the changes of govern-
ment in Iraq and Libya, another major
producer of oil, it seems like there is
an opportunity for more pro-Western
governments to have a greater influ-
ence in the oil markets. Is the United
States in a stronger position than it was
a few years ago?

foreign investment, bring back tour-
ism, manage the economy, get growth
going, and meet expectations? Another
element will be the battle within the
Muslim Brotherhood. So I think the

future will be more turbulent.

GJIA: The past two years have seen
some of the toughest sanctions lev-
ied against Iranian oil. Some say that
China will step in to fill that vacuum.
Do you see that as a potential source
for conflict between the United States
and China?

Yergin: I think the Iranian sanc-

tions have worked better than had been
anticipated a year ago. This is partly
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because of very effective diplomacy,
with Europe and the United States
working together on this, and it is also
because new supplies have come into
the market, such as from the Saudis,
and from Iraq. I think this would not
have worked without the buildup of
U.S. production as well — that 40 per-
cent increase since 2008. So countries
have been willing to go along with the
United States because the costs of not
going along are high, and they have
been able to access these alternate sup-
plies. Iran still has to decide whether it
wants to come to the negotiating table.
At the end of the day, it is not just about
the Iranian sanctions working, but also
about whether the sanctions affect the
choices that Iran makes. There will be
reluctance to give up the sanctions until
there is concrete action. The Iranian
approach will be to say, “Give up the
sanctions and let’s negotiate.” The next
thing to look for will be to see whether
the next round of negotiations between
Iran and the United States are serious

— and whether they take place.

GJIA: There is a lot of talk regard-
ing the diversification of both energy
possibilities and technology options
for extraction. Is this trend towards
entropy going to shift balance of power
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that currently exists between the inter-
connected economies of the world and
bring about a more chaotic, multi-
polar system?

Yergin:
enhances energy security. As Churchill

Energy diversification

said, “Variety and variety alone.” We
are going to see a lot of new gas supplies
coming from places like East Africa
and the eastern Mediterranean. These
will be new opportunities. There is
also room for new political contro-
versy, such as how these East African
countries develop institutions to be
ready for very large-scale development.
Additionally, the United States being
an energy exporter is big. The United
States was once an exporter. During
World War II, out of every seven bar-
rels of oil that the Allies used, six came
from the United States, but we got out
of the energy exporting business as a
country a long time ago. The natu-
ral gas market in the United States is
limited not by supply, but by demand.
I think the United States as a modest
exporter of LNG will be a contributor
to stability. That possibility is certainly
a surprise from what was anticipated

half a decade ago!

Daniel Yergin was interviewed by William Handel.



