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Overview
Ten years into the 21st century, and the world remains heavily dependent on the fuel that powered the last 100 years: crude oil.

Concern about the depletion of conventional global oil reserves seems to have intensified for several reasons, including technological improvements in geological data gathering and analysis, the increasingly sparse reserves discovered by new drilling, question marks over the real size of global proven reserves and concerns that much of the world’s conventional oil especially in the Middle East, is coming from old and over-exploited mega-fields that are becoming less productive. There is no risk that we are running out of oil but chances of being able to match the projected growth in demand over the medium term with a rise in production are being seriously questioned. 

Conventional oil production peaked in 2006.  My own research, however, indicates that the peak may have already been reached in 2004 if we factor in what I describe as “OPEC’s inflated proven oil reserves”. My research indicates that OPEC’s proven oil reserves are overstated by some 300 billion barrels (bb).  

Eight of the top oil producers in the world have already peaked. USA peaked in 1971, Canada in 1973, Iran in 1974, Indonesia 1977, Russia in 1987, UK in 1999, Norway in 2001 and Mexico in 2002 while China and even Saudi Arabia are about to peak. The only one among the top producers that has a clear capability to increase production is Iraq once stability is restored to the country.  Moreover, three of the world’s largest oilfields have already peaked: Kuwait’s Burgan, the world’s second largest oilfield, Mexico’s giant Cantarell oilfield and Saudi Arabia’s Ghawar, the world’s largest oilfield. 

Many experts have questioned the exact size of Saudi Arabia’s reserves. The Saudis claim to have more than 264 bb of proven reserves. However, many Independent experts have disputed the Saudi claims. Their estimates of Saudi reserves range from 90 bb-148 bb.   Iran is another case of highly inflated proven reserves. Iran claims to have proven reserves of 137.6 bb while independent experts estimate Iranian proven oil reserves at no more than 30 bb to 36 bb. And while Kuwait claims to have proven reserves of 99 bb, the Petroleum Intelligence Weekly (PIW) reported it had seen internal documents professing that Kuwait’s proven reserves are only 24 bb, 15 bb of which are in the Burgan oilfield.
The world is currently consuming 31 bb a year, yet on average finding less than 6 bb a year. Over the 
period 1992-2009, only 19% of the global oil production has been replaced by new discoveries.
Global oil demand is projected to increase by almost 50% rising from 86.00 mbd currently to 118.00 mbd by 2030. To meet this projected demand, even assuming more effective conservation measures, would require the addition of roughly the equivalent of Saudi Arabia’s current oil production every seven years. It will also require that OPEC raises its oil production from 30 mbd currently to at least 50 mbd. However, OPEC may either be unable to raise its production to that level or have a vested interest in restricting production increases, both to conserve finite resources and to keep prices high. 
Assuming the most optimistic scenario for improved oil production through enhanced recovery means, the 
development of unconventional oil and new discoveries,  global oil production is not projected to exceed 100 mbd by 2030 against a  projected future demand of 118 mbd.
And while we recognize the risks associated with a supply shock in the oil patch, we should be just as 
concerned about a demand shock evolving from Asia.  In 2010 the Asia-Pacific region’s dependence on oil imports amounted to 70% and this is projected to rise to 86% by 2025. The bottom line is that neither of Asia’s fastest-growing economies has enough energy to feed its rapid industrialization and urbanization.  In this case, a more comprehensive oil shock surely awaits. 
As the world’s number one consumer, the United States will have much to say about how the crisis - whether of early depletion or inadequate infrastructure and investment, or both – plays out. 

The bottom line is that a rising competition for diminishing oil supplies could lead to a deadly confrontation between the world’s military powers. China is racing to secure Middle East deals, putting it on a possible collision course with US interests in the World’s most volatile region. 
A severe oil crunch is, therefore, inevitable without a massive expansion of oil production and refining capacities.  Such a crunch would, at best, lead to periods of harsh economic adjustment and at worst to conflict and even war should one of the major oil-consuming nations choose to intervene forcefully. The war on Iraq was a foretaste of what’s to come. That war was undoubtedly the 21st century’s first oil war.   The cost of the war to the US economy and the global economy at large was instrumental in precipitating the global banking crisis and the recent world recession. 
Methods
The author will use his own research and collate it with research from other credible sources in order to present a well-balanced analysis on why an oil crunch is inevitable and whether it is too late for the governments around the world to take measures to mitigate its adverse impact on the global economy and global security. 
Results
The paper will argue that an analysis of the global oil market fundamentals indicates that a severe oil crunch is in the offing.  It will convincingly argue that conventional oil production peaked in 2006 and that unconventional oil production would not be able to offset the accelerating decline in conventional oil production. The paper will project that by 2012, oil production surplus capacity could entirely disappear if the global economy continues to grow and by 2015 the shortfall in oil output could reach nearly 10 mbd causing a severe oil crunch which will be reflected in higher oil prices matching if not exceeding the price levels reached in July 2008, namely $147/barrel. 
Conclusion
The paper will conclude that it is too late to avert a severe oil crunch by 2015 or thereabouts. It will also conclude that the days of inexpensive, convenient and abundant energy sources are quickly drawing to a close.  However, the paper will end up on a more optimistic note by projecting that the oil crunch could, accelerate global efforts to develop renewable energy resources and also alternatives to oil, particularly in the transport sector.  
References
1- Bakhtiari, A. M. Samsan, Bakhtiari on Middle East Oil Reserves, ASPO-USA, Newsletter, 20 February, 2006, pp. 1-2.
2- BP Statistical Review of World Energy, June 2010, p. 24.
3- Canada’s Oil Sands – Opportunities & Challenges to 2015: an Update, National Energy Board Statistics.
4- Mamdouh G Salameh, Peak Oil: Myth or Reality (a paper presented at the World Bank in Washington DC on 10 April 2007).
5- Salameh, Mamdouh G, Over a Barrel (published in June 2004 in London, chapter 9, p.118).
6- Mexico – Cantarell Crashing, Peak Oil Review (ASPO-USA), 29 January 2007. 
7- Salameh, Mamdouh G,  Saudi Proven Crude Oil Reserves: The Myth & the Reality Revisited (a paper given at the 10th IAEE European Energy Conference, Vienna, 7-10, September 2009),p., p. 137.
8- OPEC World Oil Outlook, 2009.
9- The US Joint Operating Environment (JOE) – 2010.
