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Introduction

RACING TO “SAVE" THE ECONOMY AND THE PLANET

Capitalist or Post-capitalist Transition to a Post-Petrol World?'

Kolya Abramsky

he Economy’s a-Tanking and There’s an Energy Crisis in the Air ...
Panic!

Either “peak oil” or climate change is to blame for our impending doom. And,
to make matters worse, a whole lot of headless chickens are desperately trying to
stabilize the world’s stock markets and major corporations before the real chickens
come home to roost ...

Panic!

One scenario tells us that oil production has just peaked (or is about to peak),
and that coal, gas, and uranium production will also peak in the not so distant future.
After the peak in production has passed, production will go down while demand con-
tinues to grow. Thus, energy prices and corporate profits will reach unprecedented
levels, accelerating global inequalities: the already outrageously wealthy will become
even more so, the middle class will quickly fall down the social ladder, the already
dispossessed will become disposable, and the disposable will be starved to death. In
fact, this is already happening ...

Panic!

1 This introduction draws heavily from the introduction to issue No 13 of The Commoner,
“Energy crisis (among others) is in the air,” which I coauthored with Massimo De Angelis (who is
the editor of The Commoner webjournal and my coeditor on that issue. I worked on The Commoner
and this book at the same time, and worked on both introductions in parallel. As such, it seemed
appropriate to simply include large sections of text from The Commoner introduction, rather than
attempting to quote or paraphrase the text. I proposed to Massimo that we could also coauthor the
introduction to the book, but unfortunately his other work commitments did not allow for this.
Despite drawing very extensively on the coauthored introduction, I have also made some important
additions and modifications, and the two introductions are different texts. Consequently, the intro-
duction to this book only bears my name. I am very grateful to Massimo for agreeing on this format,
and also for his suggestion that we coedit the issue of The Commoner and coauthor its introduction. A
number of texts in this book were commissioned for the book and The Commoner in parallel, though
appearing first in The Commoner. In many cases the version included here is a substantially revised
version than that which appeared in The Commoner, even if its title remains unchanged. In other
cases, the same version has been used. The complete edition of the Issue 13 of The Commoner can be
found at http://www.commoner.org.uk

The introduction also draws heavily on a number of different discussions I had with people from a
range of different organizations and initiatives, as well as some unpublished documents relating to
the grassroots mobilizations around the Copenhagen COP 15. Individual acknowledgements are
included in the Acknowledgements section.
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... Another scenario tells us that we are about to enter a new phase in the his-
tory of the planet, defined by what scientists call “non-linear effects” in the earth’s
climate—the process by which one change leads to another, which leads to another
and so forth. We are about to reach several of these critical changes, known as “tip-
ping points” When the first one is reached, there is no way back. The Earth’s system
then continues evolving, without us being able to do anything about it, until a new
natural balance is reached. Nobody can predict what the chemical composition of the
atmosphere or the average temperature of the earth will be in this new equilibrium.
The process of change will be extremely violent, leading to the collapse of natural
systems and social breakdown. It will happen very fast—it has already started, and
we are witnessing its acceleration each year. The next decade is critical ...

Panic!

And, should we choose to look, though very few do, we should see a third, and
equally alarming story. This is the fact that the current global energy regime is char-
acterized by immense inequalities and hierarchies. The average US citizen consumes
approximately five times as much energy as the world average, ten times as much as a
typical person in China, and over thirty times more than a resident of India. Periph-
eral zones of the world-economy have exported energy resources to core countries
at a steady rate since the Second World War. For some oil-exporting countries this
has been the basis of impressive economic growth (as well as social reforms). How-
ever, it has also greatly exacerbated long-standing global inequalities in levels of per
capita energy consumption between inhabitants of core regions of the world and
the rest of the world’s population. Approximately 2 billion people throughout the
world, particularly in rural areas in Southern countries, use traditional fuels (such
as wood, charcoal, and dung) for cooking, a large proportion of these lack access to
electricity in their homes. The lack of access to affordable energy services is a serious
barrier to people’s livelihoods and their possibility of a good life. And energy-poverty
disproportionately affects women.

Panic!

28,8801

And so, the urgency of “peak oil,” and especially climate change, is ushering in a
new scenario. The end of “the fossil fuels era” may be postponed, but it cannot be
prevented. In all probability it cannot even be postponed much longer. A transition
beyond petrol is not a question of ideological choice, but is increasingly becoming
an imperative imposed by material constraints. Some kind of transition has become
virtually compulsory and inevitable.

Changes within the energy sector are speeding up dramatically. A combination
of ecological, political, economic, and financial factors are converging to ensure
that energy production and consumption are set to become central to global politi-
cal, economic, and financial dynamics. This is true of energy, in general, and of the
globally-expanding renewable energy sector, in particular. The way that the world’s
energy system evolves in the years ahead will be intimately intertwined with different
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possible ways out of the world financial-economic crisis (which is also increasingly
becoming a political crisis).

The crisis now wreaking havoc with the world-economy is resulting in the re-
duction of energy demand and emissions—at least temporarily. It has also resulted in
slashed investments in the energy sector, both fossil fuels and renewables. This could,
in fact, mean that a drop in the energy supply will catch up with the drop in demand.
In other words, the economic crisis may well be accompanied by an energy supply
crisis, meaning that the path back to economic growth that most governments seek
may well be made impossible by a scarcity of supply of the fossil fuels necessary to
make it happen.

The kind of massive and rapid reductions in CO, emissions required (and the
corresponding changes in energy production and consumption that are necessary
for this to occur) will not be possible without extensive changes in production and
consumption relations at a more general level, involving fundamental change in how
humans interact with nature.

The process of building a new energy system, based around a greatly expanded
use of renewable energies, has the potential to make an important contribution to
the construction of new relations of production, exchange, and livelihood that are
based on solidarity, diversity, and autonomy, and are substantially more democratic
and egalitarian than the current relations. Furthermore, the construction of such
relations are likely to be necessary in order to avoid disastrous “solutions” to the
multiple intersecting economic-financial and political crises.

The stark reality is that the only two recent periods that have seen a major reduc-
tion in global CO, emissions both occurred in periods of very sudden, rapid, socially
disruptive, and painful periods of forced economic degrowth—namely the break-
down of the Soviet bloc and the current financial-economic crisis. Strikingly, in May
2009, the International Energy Agency reported that, for the first time since 1945,
global demand for electricity was expected to fall.

Experience has shown that a lot of time and political energy have been virtu-
ally wasted on developing a highly-ineffective regulatory framework to tackle climate
change. Years of COPs and MOPs—the international basis for regulatory efforts—
have simply proven to be hot air. And, not surprisingly, hot air has resulted in global
warming. Only unintended degrowth has had the effect that years of intentional regu-
lations sought to achieve. Yet, the dominant approaches to climate change continue
to focus on promoting regulatory reforms, rather than on more fundamental changes
in social relations. This is true for governments, multilateral institutions, and also
large sectors of so-called “civil society;” especially the major national and international
trade unions and their federations, and NGOs. And despite the patent inadequacy of
this approach, regulatory efforts will certainly continue to be pursued. Furthermore,
they may well contribute to shoring up legitimacy, at least in the short term, and in
certain predominantly-northern countries where the effects of climate changes are
less immediately visible and impact on people’s lives less directly. Nonetheless, it is
becoming increasingly clear that solutions will not be found at this level.
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The problem has to do with production, not regulation. The current worldwide
system of production is based on endless growth and expansion, which is simply
incompatible with a long term reduction in emissions and energy consumption. Des-
pite the fact that localized and punctual moments of reduction may well still occur,
the overall energy consumption and emissions of the system as a whole can only
increase. All the energy-efficient technologies in the world, though undoubtedly cru-
cial to any long term solution, cannot, on their own, square the circle by reducing the
total emissions of a system whose survival is based on continual expansion. This is
not to say that developing appropriate regulation is not important—it is completely
essential. However, the regulatory process is very unlikely to be the driving force
behind the changes, but rather a necessary facilitation process that enables wider
changes. Furthermore, regulation that is strong enough to be effective is only likely
to come about once wider changes in production are already underway.

Energy generation and distribution plays a key role in shaping human relations.
Every form of energy implies a particular organization of work and division of labor
(both in general, and within the energy sector, in particular). The most significant
social, economic, cultural, political, and technological transformations in history
were associated with shifts in energy generation: from hunting and gathering to agri-
culture, from human and animal power for transport and production to wind and
the steam engine, from coal to oil and nuclear fission as drivers of industry and war.
All these transformations have led to increased concentration of power and wealth.
And a very real possibility exists that the coming transformation in the world’s en-
ergy system will result in similar shifts in power relations.

The combination of world economic crisis and the twin energy/climate crises
have the potential to substantially increase the already brutal inequalities that exist
today, hitting the world’s most vulnerable people hardest. This will almost certainly
produce economic and environmental refugees on an unprecedented scale. Some
of these people will be able to migrate into the global centers where the planet’s
plundered wealth is accumulated, and will be exploited as cheap labor and used as
scapegoats by racist politicians and societies. Most of them will have an even worse
tuture. Already the buzz phrase “climate change” is being shouted to all corners of
the wind as a justification for coercive policies that limit freedom of movement and
association. And “peak oil” and “rising energy costs” are rapidly becoming an excuse
for imposing austerity on both waged and unwaged workers and their communities
throughout the world. In the energy sector itself, extraction efforts are being intensi-
fied on the backs of the several million workers in the existing, mainly fossil-fuel-
based energy sector, as well as on populations that live in the vicinity of these fuel
sources. Meanwhile, oil companies have been reaping record profits as a direct result
of rising prices.

But we live in interesting times. The ecological and social carrying-capacity
of our planet and existing social relations are overstretched, snapping in different
places. This will trigger a major change in the next few decades, but nobody knows
in which direction. Consequently, the most important single factor determining the
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outcome of this change will be the intensity, sophistication, and creativity of grass-
roots social mobilization.

Although we are clearly only in the very early stages of these processes, it is
already becoming increasing clear that people are not passively sitting back and
allowing such scenarios to play out. The first half of 2008 saw fuel (and closely as-
sociated food) protests and riots spreading rapidly, in more than thirty countries
throughout the world. These spontaneous social upheavals brought both urban
and rural populations, and waged and unwaged workers into a process of com-
mon struggle. People everywhere, relying on energy to meet their basic subsistence
needs, are beginning to question the “inevitability” of rising prices, insisting loudly
and clearly that they should not be the ones to pay these rising costs. Struggling
for cheap (or even free) and easy access to energy, they are claiming it as a human
right—not a privilege.

Faced with the urgent task of collectively moving towards an equitable and
ecologically-sensitive energy system as part of a wider process of collectively find-
ing an emancipatory way out of the economic-financial crisis, we cannot afford to
wait for the breakdown of the existing order in the hope that it will bring a happier
future. On the one hand, there is the need for a far greater proportion of energy to
be obtained from renewable energy sources than is currently the case. And on the
other hand, we must develop new ways of cooperatively organizing our relations of
production and consumption that do not require huge and ever increasing amounts
of energy.

The idea that a massive introduction of “clean energy” or “renewable energy” on
its own is enough to solve the problems at hand maintains the illusion that it will be
possible to sustain current levels of energy consumption, levels that continue to ex-
pand unstoppably. Similarly, efforts centered around “energy efficiency” suggest that
the solutions are technical, when in fact the question of necessary levels of energy
demand is highly political. Rather than being inevitable, they depend on the way in
which we collectively choose to organize ourselves.

ENERGY CRISIS AND TRANSITION: AN OPEN AND UNCERTAIN PROCESS

Today’s energy system is an exceedingly complex process. It is tempting to reduce
energy, and thus the energy crisis, to a single technical issue, however, technology
alone is not going to solve the crisis, since what we are facing is an unprecedented
political, economic, and social crisis, rather than a technological one. The terms “the
energy sector” and “the energy system,” though used throughout this book, are really
very murky. The notion of a single, homogenous sector or system attempts to lump
together many people and different interests in one boat. As such, an over-simplistic
use of the terms risks masking structurally-existing material hierarchies and con-
flicts of interest.

There are no easy answers, and, alas, in case you were expecting an easy ride,
this book is not a book of sound bites. Instead, the book seeks to unpack the seem-
ingly innocent terms “energy sector” and “energy system.” It does so by situating
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the current “energy crisis,” “peak oil,” and the “transition” to a post-petrol future
within a historical understanding of the global, social, economic, political, financial,
military, and ecological relations that energy and technology are parts of. It aims to
probe the systemic relationships between energy production and consumption and
the worldwide division of labor on which capitalism itself is based—its conflicts and
hierarchies, its crisis and class struggle. A class analysis of energy helps to situate the
contemporary evolution of the energy sector in general, and the expanding renew-
able energy sector in particular, within wider systemic dynamics. With this analysis,
the book seeks to contribute towards anticipating and strategizing future scenarios
in order to assess current options for collective action.

Today’s energy patterns are the cumulative product of hundreds of years of hist-
orical development. The energy system is the outcome of many different social relat-
ionships through which human beings organize themselves in order to live, sustain,
and reproduce themselves over time. The energy system is intimately intertwined
with the expansion of the social economic and political relations of which it is a
part. Crucially, it is not defined by individual nation states, even the “most important
ones,” but is a worldwide energy system, existing within the context of worldwide
social relations and the worldwide division of labor that these relations are based
upon.

Energy has twin and contradictory functions that exist simultaneously. On the
one hand, energy is a highly profitable commodity for production and exchange in
the world-market and an essential raw material in the production and circulation
of other such commodities. And, on the other, it is fundamental to human life and
subsistence. As such, energy is an important site of ongoing conflict and struggle,
with one major aspect of these struggles being the ongoing tension between energy
as a commodity for profitable sale and energy as a non-commercial means of subsis-
tence. Struggles for control of energy (broadly along the lines of interstate, inter-firm
and inter- (and intra-) class struggles) have had a crucial impact on the historical
development of capitalism as a global set of social relations.

With the world’s energy system on the verge of far-reaching change, it comes
up for grabs; the struggle for who controls the sector, and for what purposes, is
intensifying. It is becoming increasingly clear, to capitalist planners and those in
anti-capitalist struggles alike, that some form of “green capitalism” is on the agenda.
We are told from all sides that it is finally time to “save the planet” in order to “save
the economy” However, what we are not told, with a deafening silence, is that, given
energy’s key role, this means that the transition process to a new energy system is, in
effect, the next round of global class struggle over control of key means of production
and subsistence.

Class struggle is inherently uncertain, however, and this is the main uncertainty
of the transition process. Who will bring the transition about and for what purpose?
Who will benefit, and at whose expense? Given that energy is relevant to class re-
lations in general (since energy both replaces and enhances human labor), energy
“crisis” and “transition” are also relevant to class struggles in general and not just
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those that exist within the energy sector itself.

It will take many years before it is clear whether capital can harness new combin-
ations of energy that are capable of imposing and maintaining a certain stable (and
profitable) organization of work in the way that fossil fuels have allowed, or whether
we will find that a new energy system will not allow such possibilities, and perhaps
even strengthens the material basis for anticapitalist struggles. We are in the early
stages of what is likely to be a lengthy and complex struggle to determine whether
capital will be successful in its efforts to force labor (i.e. people throughout the world,
as well as the very environment itself which green capitalism proclaims to “save”
to bear the costs of building a new energy system, or whether labor (i.e. social and
ecological struggles throughout the world) is able to force capital to bear these costs.
This struggle is already becoming central in shaping social relationships, and is likely
to become ever more so in the coming years.

ENERGY AND CAPITALISM IN WORLD HISTORY

A discussion of energy cannot be separated from a discussion of capitalism, crisis
and class struggle. Furthermore, the question of energy is also crucial to anti-capital-
ist resistance and the construction of non-capitalist alternatives.

Conflicts related to energy are becoming central in this process of global restruc-
turing. The transition to a post-petrol energy system which is predominantly based
on renewable energy must be understood in this context. For close to a century, the
advent of coal, and later oil, meant that the widespread commercial use of renewable
energy was largely abandoned, though it has always retained its non-commercial
role and a small commercial role. However, the sector has been reactivated since the
energy crises of the 1970s.

When considering the question of whether renewable energy might offer new
possibilities for emancipation, or whether it will contribute to maintaining and
strengthening existing forms of hierarchy and domination, it is crucial that we never
lose sight of one simple fact above all others. Capitalist relations arose during the
era of renewable energies and their associated technologies. Wind-powered sailboats
conquered the world, windmills ground sugar cane on slave plantations, and land
was drained by wind- and water-powered pumps. This was the energy basis of the
Italian city states; British, French, Spanish, and Portuguese naval empires; and Dutch
hegemony (Dutch hegemony also relied extensively on peat).

It was only later that the use of fossil fuels was to have a tremendous impact
on capitalism’s expansion. Artificial lighting played a crucial role in lengthening
the working day. The coal powered steam engine developed hand-in-hand with the
British-led industrial factory-based production system and the railway and steam
ships. On the one hand, this enabled an unprecedented increase in the productiv-
ity of labor, thus greatly expanding output. And, on the other, it greatly expanded
the geographical reach of markets for buying and selling raw materials, finished
commodities, and labor. This allowed capitalism to become a truly world-reaching
system of social relations.
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The twentieth century shift towards petrol (combined with electrification) and
the ability to harness atomic energy further intensified these processes. “Cheap” en-
ergy became an indispensable pillar of post-World War II economic growth in the
United States and US hegemony globally. Increased energy inputs greatly expanded
the capacity for transport, agricultural and industrial production. At the same time,
further mechanization, automation, and robotization massively increased the pro-
ductivity of labor, while the ability to provide cheap food, heating, transport, and
consumer goods dramatically brought down the costs of reproducing the labor force.
These latter factors, automation and lowering the price of reproducing labor, were
both key to containing class struggle in the US. Elsewhere, energy-intensive agri-
culture and the “green revolution” were key to containing rural struggle throughout
the world. All of these were essential cornerstones of the post-Second World War-
Keynesian and developmentalist social pacts on which US hegemony was based.
Above all, the ability to harness atomic energy gave certain states unprecedented
military capacities. (As an aside, which cannot be explored in further detail here, it
is also worth pointing out that at the same time, increased energy inputs also played
a key role in the attempt to construct alternatives to capitalism. Lenin famously
dubbed Communism: “Soviet power plus electrification.”)

Summarizing, increasing energy inputs have played an important role in at least
five key areas effecting worldwide class relations:

1) MECHANIZATION has enabled increased productivity of labor. In the
context of capitalist relations means providing the basis for what Marx calls
relative surplus value strategies and wage hierarchy.

2) ARTIFICIAL LIGHTING has lengthened the working day. In the context
of capitalist relations this has provided a material basis for what Marx calls
absolute surplus value strategies.

3) TRANSPORT has enabled an expanded geographical reach for markets in
raw materials, labor and commodities, as well as reducing the circulation
time of goods, money, and people etc.

4) COMMUNICATION technologies have made the working day more
pervasive.

5) CHEAP FOOD, SHELTER, CLOTHING AND CONSUMER GOODS
have lowered the cost of reproducing a planetary workforce, thus buff-
ering reduction in wages, and intensifying differences within the wage
hierarchies which exist throughout the world. For example, cheap food
has largely been obtained through the agro-business model imposed on
the world’s farmers. This is a model that has increased food insecurity for
many sections of world population who have been dispossessed of their
the land to allow the land concentration necessary to the energy intensive
agro-business model.

And, while it is true that energy has undeniably contributed to making certain

tasks easier, paradoxically, in the midst of all the “labor saving” technology which en-
ergy inputs have enabled, no one really does any less work than they did before. The
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wage relation that shaped the factory has not been done away with, nor have the un-
equal gender roles that shape so many households and kitchens been replaced. Rather
than doing away with unequal and exploitative patterns of work, energy-intensive
appliances, vehicles, machines, food, and materials have simply rearranged people’s
working patterns and structures. Alas, neither the smoothie maker nor the SUV have
managed to abolish work. The diesel engine, originally designed to lighten the work
load of poor urban workers, has proven to be the technological invention par excel-
lence for decentralizing and expanding capitalist relations throughout the world.

The history of energy use is thus the history of the enhancement of the produc-
tive powers of cooperatively-organized human labor, on a global-scale. However,
the form in which social cooperation is currently organized, capitalism, is one that
reproduces and amplifies social injustice and environmental catastrophe.

TRANSITION AS A MATERIAL AND ORGANIZATIONAL PROCESS,
NOT JUST AN ETHICAL ISSUE

Whether for pragmatic or ideological reasons, it is common to downplay the central-
ity of capitalist social relations and their role in climate change and energy produc-
tion, trade, and consumption. Consequently, the conflicting nature of the transition
process towards a new energy system is also downplayed.

An important result of all this is the widely-held belief that capital does not need
to be expansive or at least that it doesn't have to be based on ever-expanding energy
consumption. The liberal capitalists’ discourse is based on a value judgment that says
that continuous capitalist growth is desirable. That judgment is then naturalized, and
becomes a tacit assumption that then forms the basis of pragmatic solutions to the
material requirements of energy production and consumption in a given context of
class relations. The closely-related “environmental” approach is based on a strong
ethical desire for “change,” but does not imagine challenging the fundamental value
premises of capitalism or the material relations behind it.

Neither of these premises, nor the material requirements for their satisfaction,
can be wished away for the sake of a pragmatic engagement. States and corporations
will do anything in their power to maintain capitalist social relations as the fundam-
ental form of reproducing our livelihoods. Furthermore, the experience of capitalist
renewable energy regimes of the past stands as a reminder that social relations of
production, based on enclosures and exploitation, are not exclusively associated with
fossil fuels and nuclear energy. There is nothing automatically emancipatory about
renewable energies.

Energy looks set to play a crucial role in the realignment of economic and social
planning, following the deepening world financial-economic and, in all probability,
a soon-to-follow political crisis. In order to re-launch a new cycle of accumulation,
capital must tackle this energy crisis, and the world economic crisis creates a con-
text in which to promote new attacks on the current composition of the waged and
unwaged working class, on its forms of organization and resistance. A new wave of
structural adjustments, expropriations, enclosures, market and state discipline will
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most likely be attempted, together with new and creative forms of capitalist govern-
ance of social conflicts.

What is clear is that, when discussing solutions to the energy crisis, economic
liberal ideologues are quite open-minded. Rather than sticking to any one technology
to meet capitalism’s ever-increasing energy need, which will never go away as long
as capitalist social relations continue, all possibilities are left open. These options
consist of a combination of oil, so-called “clean coal,” natural gas, nuclear energy, and
a whole host of “renewable” technologies. Whether a new post-petrol regime crystal-
lize’s in the face of different struggles is of course open—and what kind of regime and
at what pace it might take shape remains to be seen.

What happens will depend on how and to what extent capital is able to success-
fully restructure planetary relations and weaken and divide the worldwide circula-
tion of struggles. The combination of financial-economic and energy-climate crises
gives capital great possibilities to justify its actions under the twin slogans “save the
planet” and “save the economy.” Hence, the planners’ coming pragmatism might help
capital to create a common ground with some sections of the environmental move-
ment, a so called “green capitalism.” Should this occur, it would, in all probability, be
the ruin of environmental and social justice causes. On the other hand, it might also
help emancipatory struggles throughout the world to further de-legitimize capital’s
priorities in the management of these crises, especially if movements are able to re-
compose themselves across the global wage hierarchy and establish links furthering
models of social cooperation and production based on pursuits of values that are
alternative to capital’s.

GLOBAL EVENTS IN THE WORLD OF ENERGY

Against this backdrop of world economic crisis, the “timeliness” of the issue can also
be seen in three separate institutional processes—each extremely important—that
are currently taking shape in relation to energy and climate change. The institutions
of the world-economy are already recognizing this new situation. In addition to the
recent Copenhagen debacle, the “timeliness” of these issues can be seen in terms of
two other important global institutional developments in the energy sector. In 2008,
the International Energy Agency World Energy Outlook anticipated an oil supply
crisis as soon as 2010 and called for an “Energy Revolution”. This date is now already
upon us. And, in January last year, 75 countries from around the world met to estab-
lish the International Renewable Energy Agency, IRENA. The agency’s membership
has expanded rapidly, and now boasts 143 countries.

In November 2008, the International Energy Agency (IEA), the energy watchdog
of all the oil-addicted western OECD governments, published its most noteworthy
report to date. Its now-yearly report, the 800 page “World Energy Outlook,” seeks
to give a picture of the major issues the energy sector is facing, and to project what
would occur if existing energy policies were to remain unchanged until 2030. Many,
especially within the political and financial establishment, view the “World Energy
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Outlook” (WEO) as a kind of “energy bible”” Its results are seen as absolute truth, and
its recommendations form the basis of all western energy policy.

In the Face of the Coming Energy Crisis, the International Energy Agency Calls

for an “Energy Revolution™

Until 2007 the WEO painted a picture of ever growing energy demand which would
be met by correspondingly ever growing energy supplies. With today’s energy mix, this
means fossil fuels providing 80 percent of energy and 10 percent from nuclear. In 2007,
the IEA issued a mild warning about the possibility that, in the near future, supply
would no longer be capable of meeting demand. In 2008 it delivered the numbers.
Surprisingly enough, until 2008, the IEA had never really carried out research on the
supply side of oil, gas and coal. It always calculated demand and assumed supplies
would automatically follow. After coming under increasing criticism for this by peak
oil advocates, as well as some within the oil industry itself, the IEA undertook a major
study into the ability of the world’s 800 biggest oilfields to deliver. The results shocked
many in the IEA. The average decline rate in these fields was not the moderate 3.7
percent the IEA had reported in 2006, but somewhere between 6.7 percent and 8.4
percent.

The projected 116 million barrels a day of oil production in 2030 which had been
reported in 2006 were cut back to 106 million barrels a day in the new report. In November
2008, the credit crisis, long in the brewing, dramatically accelerated and intensified. The
report’s figures for energy demand was still showing an increasing demand. This would
mean that by 2010 we would face a severe energy crisis and high energy prices for the
foreseeable future. Furthermore, the report investigates the implications for the other
side of the energy crisis, climate change, which would result from continuing to follow
existing energy policies. Its answer is simple. Disaster. If the way we use energy is left
unchanged, civilization will be swept away by 6 degrees of global warming. Thus, the
report concludes that it is impossible to maintain today’s energy course. In the press
release announcing the report, the IEA predicted an ‘energy crunch in 2010° and called
for an ‘energy revolution’. Essentially, the report is demanding that the old way of
doing energy politics, as exemplified by its previous reports, must be scrapped and that
governments should undertake a drastic change of course on energy in the coming years
that involves breaking away from oil, gas and coal.

At the same time, the picture painted in the report nonetheless remains highly
optimistic. The alternative scenario presented by the IEA for stabilizing the level of
carbon in the atmosphere at 450ppm is seen by most climate scientists as a complete
denial of the latest scientific findings that point to anything above 350ppm as being
dangerous. Despite the strong language, the agency still underestimates the potentials of
renewable energy, overestimates oil resources and advocates a strong presence of nuclear
energy in the future energy make up. The report still denies the hard facts that oil
production will start to crumble in the coming years because of underground, geological
reasons. And, above all, it still calls for more investments in fossil fuel production and
the opening up to the market of those countries that want to control their own energy
resources. The economic crisis wreaking is cutting in to energy demand and emissions.
Yet, it is possible that the path back to economic growth that most governments seek
will be made impossible by a lack of the fossil fuels to make it happen. At the same
time, this makes the conclusions of the report even more alarming. The economic crisis
has also slashed investments in the energy sector, both fossil and renewables. This goes
in the opposite direction of the IEAs call for bigger investments to be made in order
to meet demand in the coming years. This could mean that a drop in the supply for

2 This section was written by Peter Polder, for which the author is greateful.
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energy will catch up with the drop in demand. In other words, the economic crisis will
be compounded by an energy crisis.

Another important institutional development is at the level of “alternatives.” Af-
ter many years of preparation from grassroots renewable energy organizations, the
German government hosted the founding conference of the International Renew-
able Energy Agency (IRENA) in January 2009, in Bonn. IRENA is undoubtedly the
most progressive and far-reaching item on the international agenda of governments
and policy makers in relation to renewable energy, at least in terms of its original
conception; it now counts on more than 130 member states. However, the fact that it
is being established as a multilateral institution within the context of both capitalist
social relations and the nation-state-based system, as well as existing power relations
within the energy sector itself (in which the large fossil fuel and nuclear companies
dominate) raises important questions for grassroots struggles.

The following text gives the objectives of IRENA as well as the latest news of its
development, taken from the IRENA website.’

Many states already foster the production and use of renewable energy through
different approaches on a political and economic level as they recognize the urgent
need to change the current energy path. The current use of renewable energy, however,
is still limited in spite of its vast potential—the obstacles are manifold... This is where
IRENA—the International Renewable Energy Agency—comes in. Mandated by
governments worldwide, IRENA aims at becoming the main driving force in promoting
a rapid transition towards the widespread and sustainable use of renewable energy on
a global scale.

Acting as the global voice for renewable energies, IRENA will provide practical advice
and support for both industrialised and developing countries, help them improve their
regulatory frameworks and build capacity. The agency will facilitate access to all racing
to ‘save” the economy and the planet relevant information including reliable data on
the potential of renewable energy, best practices, effective financial mechanisms and
state-of-the-art technological expertise. The International Renewable Energy Agency
(IRENA) was officially established in Bonn on 26 January 2009. To Date 143 states and
the European Union signed the Statute of the Agency; amongst them are 48 African, 37
European, 34 Asian, 15 American and 9 Australia/Oceania States.

IRENAY Preparatory Commission consists of IRENA’s Signatory States and acts as
the interim body during the founding period. The Commission will be dissolved after
entry into force of the Statute, whichwill occur upon the 25th deposit of an instrument of
ratification. The Agency will then consist of an Assembly, a Council, and a Secretariat.
The Agency’ interim headquarters are in Abu Dhabi, the capital of the United Arab
Emirates. Bonn will host IRENA’s centre of innovation and technology and Vienna will
become the Agency’s liaison office for cooperation with other organisations active in
the field ofrenewable energy. Ms. Pelosse, from France, has been appointed as the first
Interim Director-General of IRENA.

And, the third important event is at the level of grassroots resistance to institu-
tional “solutions.” The UN COP 15 Climate summit took place in Copenhagen at the
end of 2009, its aim was to produce the protocol that will replace the Kyoto protocol.

3 See http://www.irena.org
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The “Age of Climate Change Denial,” with George W. as its chief global spokesman is
over. Now, we hear a mantra shouted loudly, from all corners of the planet. It is time
to “pull together to ‘save the planet™ Indeed, one of the chief spokesmen of this rally-
ing call is Bush’s successor, the ever-so well spoken and intelligent President Obama
(who, despite being renowned for being highly articulate, is, nonetheless, still a US
president...as was revealed in no uncertain terms in Copenhagen).

A first international preparation meeting for grassroots mobilization was held
in Copenhagen in September 2008, and an initial call to action was issued and trans-
lated into many languages. The original call is copied below.

A Call to Climate Action

We stand at a crossroads. The facts are clear. Global climate change, caused by human
activities, is happening, threatening the lives and livelihoods of billions of people and the
existence of millions of species. Social movements, environmental groups, and scientists
from all over the world are calling for urgent and radical action on climate change.

On the 30th of November, 2009 the governments of the world will come to Copenhagen
for the fifteenth UN Climate Conference (COP-15). This will be the biggest summit on
climate change ever to have taken place. Yet, previous meetings have produced nothing
more than business as usual.

There are alternatives to the current course that is emphasizing false solutions such as
market-based approaches and agrofuels. If we put humanity before profit and solidarity
above competition we can live amazing lives without destroying our planet. We need
to leave fossil fuels in the ground. Instead we must invest in community-controlled
renewable energy. We must stop over-production for over-consumption. All should
have equal access to the global commons through community control and sovereignty
over energy, forests, land and water. And of course we must acknowledge the historical
responsibility of the global elite and rich Global North for causing this crisis. Equity
between North and South is essential.

Climate change is already impacting people, particularly women, indigenous and
forest-dependent peoples, small farmers, marginalized communities and impoverished
neighbourhoods who are also calling for action on climate and social justice. This call
was taken up by activists and organizations from 21 countries that came together in
Copenhagen over the weekend of 13-14 September, 2008 to begin discussions for a
mobilization in Copenhagen during the UN’s 2009 climate conference.

The 30th of November, 2009 is also the tenth anniversary of the World Trade
Organization (WTO) shutdown in Seattle, which shows the power of globally
coordinated social movements.

We call on all peoples around the planet to mobilize and take action against the root
causes of climate change and the key agents responsible both in Copenhagen and around
the world. This mobilization begins now, until the COP-15 summit, and beyond. The
mobilizations in Copenhagen and around the world are still in the planning stages. We
have time to collectively decide what these mobilizations will look like, and to begin to
visualize what our future can be. Get involved!

We encourage everyone to start mobilizing today in your own neighbourhoods and
communities. It is time to take the power back. The power is in our hands. Hope is not
just a feeling, it is also about taking action.

If there is one thing that the Copenhagen spectacle revealed with great clar-
ity, it is that existing political institutions are completely unwilling to undertake
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the required changes on the scale and within the time frame necessary to solve the
climate-energy crisis. Furthermore, the partially “green tinged solutions” that they
are proposing are rapidly being dismissed by movements around the world as “false
green capitalist solutions.” Those few national governments that are in fact willing to
push a more emancipatory vision of change are not capable of doing so, while those
that are capable are not willing.

The failure of the Copenhagen talks, and the grassroots resistance that sur-
rounded them, give explicit visibility to the structural conflicts at the heart of the
climate-energy crisis, themselves part of a wider crisis of social relations. These con-
flicts, tensions and contradictions have been brewing for many years (there were
international grassroots mobilizations around the COP process as early as 2000 in
The Hague, growing much larger in Bali, 2007). In Copenhagen, they exploded into
the open.

The conflicts exist, and cannot be wished away. Above all, Copenhagen shows
the deceptiveness of the rhetoric that “we are all in the same boat and must pull
together to solve the climate crisis” This is little more than a thinly veiled way of
exhorting people throughout the world to pull together to shoulder the burden of
a capitalist transition to a new energy system. A moment of structural conflict is
not a moment for remaining neutral, but rather for making informed decisions and
commitments about with whom to align and on what basis, in order to prepare for
the long term and highly uncertain process of collective struggle that almost cer-
tainly lies ahead. The call by the Bolivian government for an alternative international
climate conference in Cochabamba in April this year, and predominantly aimed at
social movements, as well as more progressive governments, is an important devel-
opment in this respect.

NAVIGATING THE CONFLICTS AHEAD: MAPPING THE WORLDWIDE ENERGY SECTOR IN
ORDER TO OVERCOME DIVISIONS AND CREATE COMMONALITIES OF STRUGGLE

The challenge is to develop methods of collectively organizing that enable us to come
through the current crisis in a way that puts an end to the system of organizing social
life and production that is at the basis of both ecological disaster and social injustice.
This raises the political question of how struggles can find ways of collectively orga-
nizing and acting together that do not pit one struggle against another, but instead
give rise to a social force that is simultaneously able to set limits on capital and also
create alternatives. This political recomposition is becoming increasingly urgent as
the challenges posed by the socio-economic-environmental catastrophe are becom-
ing ever more pressing. There is an urgent need to take informed decisions about
with whom to align and on what basis.

Many different struggles related to energy already exist throughout the world,
each with their different organizational forms and particular networks, though they
frequently lack familiarity with one another and are working in isolation. In some
instances, different struggles may even perceive each other with a certain degree of
suspicion and distrust, or, worse still, as opponents to be fought against.
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Of central importance is the need to create a common ground among people in
struggle across the potentially dividing and contradictory lines of the issues of energy
and climate change. It is vital that movements in the energy sector are able to develop
a worldwide dialogue, common analyses, political perspectives, and long term col-
laboration processes. In particular, it will be necessary to find ways of building a long
term process of overcoming and avoiding three important lines of hierarchy and
division that already exist and have the potential to get much worse as the energy
system undergoes changes in the coming years. These are: the relation between rural
and urban communities and workers; the relation between workers in the “dirty”
and “clean” energy sectors; and the relation between communities and workers in
energy-producing regions and energy-consuming ones.

In particular, the choice of which technologies will play an important part in the
energy system of the future is proving to be an incredibly conflictual issue. Another
important issue here are diverging strategic choices and perspectives as to the best
way of bringing about social and technological change, and the extent to which this
can take place within existing power structures, or whether it requires a more con-
frontational approach towards these power structures and the construction of new
social relations.

A clear example of opposing goals can be seen in the fact that many environ-
mentalists are outright opposed to coal and nuclear energy, whereas worker organi-
zations in these sectors are predominantly in favor of worker-led efforts at clean up.
Away from the question of technology choice, important differences in strategies of
how to relate to power can be seen in a number of areas. For instance, the dominant
approach within many organizations in the renewable energy field is focused on lob-
bying global or multilateral institutions, such as the World Bank, International Mon-
etary Fund, G-8 (and now also the G-20), European Union, or national governments.
Similarly, the dominant strategy of workers’ trade unions and other organizations,
as well as the International Labour Organization, is to secure reforms within the
context of a tripartite framework between capital, labor, and nation states (though
strikes, occupations, and other forms of direct action still play an important role),
and protect waged labor as the principle form of making a living. On the other hand,
many in anti-capitalist struggles, including many rural and indigenous struggles,
may use tactics that are more rooted in direct action, and seek to protect and pro-
mote non-wage-based livelihoods.

Another issue of particular importance in this regard is the fact that some of
the most visible struggles today are about the ownership and control of hydrocarbon
resources, not renewable energies themselves. The last decade has been characterized
by intensive struggles in the existing petrol-based energy regime, such as in Bolivia,
Venezuela and Iraq, as well as in Nigeria, Ecuador, and Colombia. Consequently,
the sector has become increasingly difficult for neoliberal capital to control. This has
major implications for wider global class relations and hierarchies in the existing
division of labor, in terms of the relation between oil-producing and oil-consuming
workers (waged and unwaged), and presents a serious threat to capitalism itself.
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It goes without saying that hydrocarbon production, when inserted in capital’s
circuits, must follow the profit logic of capital and has very few other options. To
shift away from boundless extraction of those fossil fuels requires a collective global
process. Consequently, it does not make sense to blame people who happen to live in
an area that has an abundance of hydrocarbons, since this is tantamount to a head-
on attack on those people whose livelihoods and survival currently depend on these
fuels. Rather, it is likely that some form of collective ownership of, and democratic
and participatory decision-making process over these resources at a local or national
level, offers a strong basis from which to contribute to the collective global process of
a planned shift away from them.

Crucially, fossil fuel resources are geographically specific to only a few locations
in the world. This means struggles in these areas are becoming increasingly strategic,
whether they are interstate, inter-firm, or capital-labor struggles, and are likely to
produce sharp local conflicts in the coming years. A collective and emancipatory
transition process will not be possible if it is based on empty slogans. It is very likely
that the next phase of emancipatory global struggles will be strongly rooted (though
by no means exclusively) in the regions where there is a struggle over fossil fuel
energy resources. It will be important that global networks of resistance are able to
make themselves relevant and broad enough to include these struggles, where they
are not already included.

However, the struggle over the ownership, control, and use of hydrocarbons (a
major revenue source for social programs, land distribution, and grassroots com-
munity empowerment) is largely absent in current discussions between advocates
of renewable energy and many of the more mainstream organizations that are active
around climate change, including the different organizations mobilizing around the
Copenhagen COP summit. Yet these struggles are fundamental means to generate
and distribute wealth in those countries despite the fact that the use of these fuels
undeniably contributes to carbon emission and climate change. The articulation
between these struggles, the aspirations they posit, and the general issue of climate
change and renewable energy is a problem that urgently needs to be tackled. Simi-
larly, the comparative absence of movements from many of the oil and coal rich
areas of the world (especially the Middle East, Caucasus, and China) within global
anti-capitalist networks is a big obstacle that urgently needs overcoming.

PURPOSE, STRUCTURE, AND CONTENTS OF THIS BOOK

As the many chapters in this book show, a wide range of social struggles are emerg-
ing in relation to energy. An understanding of these struggles is important in order
to assess both short term priorities for collective action, as well as longer term stra-
tegic orientation within struggles that may take several years to bear fruit, if indeed
they ever do. The book aims to pose strategic questions as to how to open up
spaces that can bring about and mobilize the kind of mass social and political
force that is necessary for an accelerated transition to a decentralized, equitable,
and ecologically-sensitive energy system, which contributes to a wider process
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of building emancipatory relations. In particular, an important aim of this book is
to highlight the importance of ownership, labor, land, and livelihood in relation to a
discussion of energy resources, their infrastructures, and technologies. The different
chapters point to the fact that in order to get to the root of the problems, struggles
in the North and South have to develop a collective global process to take decisions
concerning energy.

Above all, the aim of this book is to contribute to a process of ensuring that any
future transition to a new energy system is part of a wider movement to construct
non-capitalist relations that are substantially more egalitarian, decentralized, and
participatory than the current relations. It strives to offer long term perspectives in
order to discern where axes of conflict and rupture lie, as well as where possibilities
for common struggle in the short term might exist. In addition to the crucial ques-
tion of which energy sources and technologies are the most suitable, there is also
the question of how energy is used (or not used), in what quantities, and for what
purposes.

If we make these decisions through capitalist markets, we end up stressed out,
overworked, and murdered, divided and pitted against one another, while the planet
goes to hell. If we make these decisions through the capitalist state, we end up re-
pressed, silenced, and manipulated into believing that the sacrifices that are required
of us to deal with this “emergency” and “crisis” are worth the suffering, since it will
be the final crisis, and there will never be another “crisis” again, while in fact it will
merely open up a new cycle of more of the same.

The book seeks to contribute to an appreciation of the open and political nature
of the “energy crisis” and its “solutions,” and to question the idea of “transition” as
something fixed and predetermined. While technology is, and will surely continue
to be, of great importance, the process of building an emancipatory post-petrol en-
ergy system will not be the inevitable result of technological fate. If such a system
is to emerge, it will largely be the result of collective human activity and choices,
intentional or otherwise. There is no single “transition” process waiting to unfold
that already exists in the abstract. Multiple possible transition processes exist, and
the actual outcome will be determined through a long and uncertain struggle. These
struggles are already rapidly taking shape, and in all probability we are only in the
very early phases of this process. This book seeks to help orientate people within
these emerging conflicts so that they can actively anticipate, prepare for, and sharpen
these struggles.

Many different actors and voices play their part in the energy sector, and the
sector is criss-crossed by multiple conflicts and alliances. This book seeks to create
a space where different voices from around the world, who come from different
areas the energy sector, can share information and listen to one another. In doing
so, the aim is to contribute towards the building of a critical common analysis,
or rather map, of the current worldwide “energy crisis” It is hoped that this can
help strengthen people’s ability to act collectively in order to intentionally shape
future developments in the energy sector in ways that contribute to a rapid and
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smooth transition process, in the face of worldwide economic-financial and politi-
cal crisis.

However, it is hoped that this book will go beyond information exchange and
the development of common analyses. By bringing organizational processes that are
frequently working in isolation into contact with one another, or at least making
them known to each other, it is anticipated that the book may be able to contribute
to concrete organizational processes, both in the short and longer term. As such, it is
intended to be a networking tool that can contribute to building the kind of collective
social force that is capable of bringing about an emancipatory “transition process.”

Rather than appealing to politicians and “official decision makers,” this book
especially seeks to reach self-organized grassroots organizations with similar ideas
and principles and from all continents, in order to contribute to the emancipatory
potential of renewable energy within the context of wider social change. It is hoped
that the book can make a significant contribution towards already existing network-
ing processes between organizations, and the development of common communi-
cation tools to encourage increased exchange and knowledge of each other’s work,
foster ongoing links and the creation of longer term collaborative initiatives. For this
reason, to ensure it has a maximum impact possible, Sparking A Worldwide Energy
Revolution is being published under a Creative Commons License. Translation into
other languages is encouraged.

It is hoped that this collective work might contribute to strengthening people’s
collective capacity for exchange and support between different struggles in defense
of livelihoods, rights, and territories related to the global energy sector. This includes
several aspects: on the one hand, rural communities throughout the world, including
indigenous communities and communities of African descent, who are struggling
against the negative impacts of extraction, processing and transportation of energy
resources and the associated infrastructures. And on the other, workers in the ex-
isting energy sectors, as well as energy-intensive industries, and their communities
and dependants who are struggling to protect their livelihoods in the face of the
far-reaching structural changes that have begun and that are likely to intensify in the
years ahead.

Another aim is to encourage people’s capacity for exchange and mutual support
of different struggles in defense of common/collective/cooperative or public owner-
ship and control of energy resources, infrastructures, and technologies. This includes
fossil fuel resources and associated infrastructures (such as electricity generation and
distribution), which are being privatized due to bilateral, regional, or multilateral free
trade and investment agreements. And it also includes renewable energy resources,
infrastructures, and technologies, which are coming into the sights of investors. A
big challenge is to develop proposals and interventions collectively that allow these
vital resources to aid in the collective self-reliance of community organizations.

The book also seeks to create a conceptual framework for laying the foundations
for solidary, upward-leveling relationships between workers in different branches
of the energy sector, and the avoidance of downward-leveling competition between
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them. A key question resulting from all this is: how can workers in the different areas
of the sector avoid being pitted against one another in competition (which would al-
most certainly result in a downward-leveling relationship)? It will be important that
workers across the different branches are able to build a process based in solidarity
and mutual support, which aims at upward leveling between them.

This collection also seeks to create a framework for thinking about what kind of
long term collaboration and cooperative projects and initiatives in non-commercial
renewable energy technology transfer, open source technology research, education,
training, and grassroots exchanges might be both useful and possible. This is espe-
cially important in relation to three broad social groupings: a) rural communities
(communities and communities of African descent) whose territories contain abun-
dant renewable energy resources; b) urban tenants and home owners, who could
implement major changes in residential energy production and consumption pat-
terns, ¢) energy sector workers in the fossil and nuclear industries, as well as workers
in energy-intensive industries, whose livelihoods may be directly threatened by a
transition to a new energy system.

Finally, the book also seeks to contribute to a long term strategic debate about
how, and for what purposes, wealth is produced and distributed in society, and how
people’s subsistence needs are met, as part of a shift to a new energy system. The
key means for generating society’s wealth and human subsistence include: land,
water, energy, factories, schools, etc. Especially important in this context are energy-
intensive industries, such as transport, steel, automobiles, petrochemicals, mining,
construction, the export sector in general, etc. The kind of far reaching change in the
relations of production and exchange that are necessary for the scale and pace of the
required energy shift, are difficult to imagine without these key means of generating
wealth and subsistence being under some form of common, collective, participatory,
and democratic control that is based around serving human needs rather than the
profit needs of the (currently existing) world-market. However, following years of
market-led reforms, and immense concentrations of wealth and power, we are very
far from this reality. The dominant political strategy for achieving change is now, for
the most part, rooted in a discussion of how to achieve minor regulatory reforms
(at best including state ownership) rather than a more fundamental shift in control
and ownership structure. This is true even in quite progressive and radical circles.
Consequently, we urgently need to discuss what kind of short term interventions
might help make such a political agenda more realistic to achieve in the near and
medium term future.

The book is constructed in four sections, with fifteen parts and sixty chap-
ters. The chapters combine analysis with stories of concrete developments
and struggles. It starts by documenting the conflictive nature of the existing,
predominantly-fossil-fuel-based energy sector, and then moves on to trace the
emerging alliances, conflicts, and hierarchies that are starting to define the globally-
expanding renewable energy sector. The final section of the book poses the question
of whether a transition to a new energy system will take place within the framework
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of capitalism or as part of a process to create new social relations that seek to go
beyond capitalism.

The book has been carefully structured to be read as a whole, from beginning
to end. In this way, it seeks to build a collective map, based on the view as seen
from some of the many different players within the sector. The chapters have been
ordered in such a way as to trace relationships step-by-step in order to construct,
from the bottom up, a view of the energy system. The result is an understanding of
the worldwide energy system as a self-organizing, emerging whole that consists of
many interrelated parts but which is larger than the sum of any of these individual
parts. At the same time, it seeks to show that the future of this system is inherently
uncertain and open. The focus of the different chapters moves back-and-forth be-
tween particular local dynamics within the energy sector to this wider systemic and
global whole. Through this back-and-forth process a clearer understanding of the
overall energy system is created, and is actually constructed through the very process
of tracing the relations that exist between separate but interdependent parts that
shape one another.

For this reason, readers are strongly encouraged to read the book in its entirety,
from start to finish, but of course it is also possible to browse the book, as one would
with an encyclopedia. Each chapter is a self-contained piece and can be read on its
own and in whatever order the reader chooses. However, it is worth bearing in mind
that reading it in this way will not give an overall sense of the world’s energy system
as a whole, so an important goal of the book will be lost.

Contributors include individuals, organizations or institutions, including:

*  Those who struggle around the different aspects of climate change and the

negative effects of market based “solutions.”

*  Those defending and promoting common/collective/cooperative or public
ownership and democratic participatory control of energy resources, infra-
structures and technologies, as well as cheap and easy access to energy, as a
basic human right.

*  Rural communities resisting the negative social and environmental af-
fects of land-use conflicts due to energy extraction, infrastructure and
transportation.

*  Workers whose structural location means that they have a key role to play
in any shift towards a new energy system, but whose livelihoods are poten-
tially also at great risk from such a transformation.

*  People with an expertise in renewable energy, and who are working to pro-
mote local, collective, and commonly-owned renewable energy and non-
commercial technology transfer.

*  Global anticapitalist and anti-war networks, especially in regard to wars
over oil and other energy resources.

*  Those researching the above themes.

These contributors have been chosen on the basis of their strategic location in

regards to the worldwide division of labor, both in general and in the energy sector
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specifically. Their positioning clearly illustrates how the “local” and “global” dimen-
sions of energy are interrelated and mutually shape each other. The authors who have
contributed to the book are not intended to represent all the players in the sector, but
rather one particular part of it, namely the one that points towards the possibility of
bringing about a transition to a post-petrol future that is also part of a wider process
of building emancipatory social relations.

Within the above framework, efforts have been made to ensure both gender and
regional balance amongst contributors to the extent possible. Many of the chapters
were written especially for the book. Other articles were previously published and,
where necessary, have been updated.

A major challenge in putting together a book like this has been how to integrate
so many broadly “common,” yet nonetheless different perspectives, opinions, and
viewpoints into a coherent common whole. In fact, there are remarkably few points
of divergence, let alone points of major conflict or tension. Nonetheless, a few im-
portant ones do appear, both in terms of style and also in terms of perspectives. At
the stylistic level, the bulk of the chapters focus more on social relations, while a
smaller number contain technical descriptions and information. At the conceptual
level, the texts which deal explicitly with capitalism have slightly different, and not
always completely compatible, theoretical foundations through which to understand
social change and history. The book does not seek to paper over these differences, but
rather to create a space for debate that is broad enough to include these differences,
and address them through dialogue. It is part of the process of slowly forming com-
mon positions, perspectives, and long-term goals.

Finally, it is important to end this section with a disclaimer. It is worth stating
clearly that the views of any one author are not necessarily shared by any other. Each
author speaks for him/herself and him/herself alone (either in a personal capacity or
an organizational capacity if they have contributed in the name of an organization).
Similarly, while the introduction and conclusion seek to tie together the different
chapters in the book, and are based on considerable collective discussions with many
of the different contributors and others active within the energy sector (for which I
am very grateful), they are my sole responsibility, as the book’s the editor, and do not
necessarily reflect, or even attempt to reflect, the views of all the individual authors
who have contributed to the book.

STRUGGLING FOR A TRANSITION BEYOND THE MARKET

This book is not intended to be neutral. Rather, it is intended to equip the reader
with certain political perspectives which might be useful for sharpening the strug-
gles ahead. Of crucial importance is the opposition to market based mechanisms and
defense of some form of common ownership of society’s key resources, sources of
wealth production and sustenance. In particular, it is crucial that energy resources,
their infrastructures and technologies are owned and controlled in such a way as to
ensure that they remain a common good, at the service of human needs rather than
private profit. According to the particularities of different local struggles, realities,
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and political traditions, this may include different forms of worker, community, co-
operative, common, public, and in some cases state ownership. These are forms of
control and ownership that, despite having important differences between them (es-
pecially in their degree of democratic participation), nonetheless share certain im-
portant considerations and aspirations.

Linked to this is the demand for access to cheap (or free) and reliable sources
of efficient, safe, and clean energy as a fundamental human right, not a privilege or
a service. Above all, energy must serve to satisfy human needs rather than exist as a
commodity to buy and trade for profit in the world-market or to satisfy the needs of
endless accumulation. It is also fundamental that the workers in the energy sector
have decent working conditions and pay that allows them a dignified life. Further-
more, all of this is crucial regardless of what energy source is considered, and
regardless of whether or not it is a high emitter of CO,.

The fact that coal and oil are finite resources means that there is a long-term ten-
dency in the direction of their phase-out, regardless of what intentional short-term
interventions are carried out or not. Many proponents of renewable energy simply
advocate leaving this phase-out process to the market. It is hoped that rising oil and
coal prices will make these fuels increasingly less attractive. Efforts are focused on
developing a renewable energy sector that is able to compete, rather than directly
confronting, suppressing, and ultimately dismantling the coal and oil industries.
However, leaving the phase-out of oil and coal to the market has at least three crucial
implications.

First, such a phase-out is likely to actually prolong the use of fossil fuels. As long
as these energy sources are profitable to extract and to use, they will be. Down to the
last remaining drops of oil or lumps of coal. Although resources are finite, they are
still relatively abundant. Even those analysts who give the most pessimistic (though
realistic) perspectives on resource availability, such as those included in this book,
do not predict a complete exhaustion of resources in the very near future. And, from
the perspective of climate change, a prolongation of fossil fuel use is the exact op-
posite of what needs to happen, phase-out must be sped up, not prolonged.

Linked to this, the second consequence of a market-based phase-out of oil and
coal will mean that the remaining oil and coal resources are frittered away for im-
mediate profit rather than to build the infrastructure for a transition process. Given
that building a new energy system will require massive amounts of energy inputs in
a very concentrated period of time, this is a recipe for disaster.

The third important consequence is that leaving the transition process to the
market is likely to be increasingly coercive and conflictive if competition is left to
determine who controls the last of these resources and for what purposes they are
used. This means competition between workers globally, competition between firms,
and competition between states. This translates to massive inequalities, hierarchies,
and austerity measures being imposed on labor (both in and outside the energy sec-
tor); massive bankruptcies of smaller firms and concentration and centralization of
capital; and last, but not least, military conflicts between states.
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Accepting a market-based phase out of oil and coal is accepting in advance that
the rising price of energy and a transition away from coal and oil is paid by labor
and not capital, when in actual fact the question of who pays still remains to be de-
termined. The answer will only come through a process of collective global struggle,
which occurs along class lines within the world-economy. It is important to correctly
identify these lines of struggle at the outset, otherwise it will be a struggle lost before
the fight even begins. Collectively planning energy use and fossil fuel phase-out is
proving to be an enormously difficult social process, but it is likely to be far less
socially regressive if based on cooperation, solidarity, and collectively-defined social
needs, rather than if it is based around competition and profit.

On the other hand, as the renewable energy sector expands globally, it is be-
coming increasingly clear that the only possible basis for an emancipatory transition
towards renewable energy is by ensuring that a significant proportion of the sector is
held under common or public ownership for non-commercial use. This includes the
relevant infrastructures, technologies, and knowledge. It is likely that, as the sector
expands, so too will struggles over its ownership. Of particular importance here is
the struggle for non-commercial technology transfer against the iron straitjacket of
the international patent regimes.

Linked to this is the issue of workers in the emerging renewable energy sec-
tor. Predictions have to be made with caution. However, initial indicators suggest
that, just as with other energy sources, renewable energy is slowly becoming a site
of worker unrest. This is especially true if labor is also understood to include those
whose land needs to be accessed for the production of renewable energy. As the sec-
tor expands, so too does the struggle over whether capital or labor should bear the
costs. Most of the infrastructure for renewable energies (such as wind turbines, solar
panels, and fuel stocks) simply do not yet exist on the necessary scale. The longer
transition is postponed, the quicker it will have to occur when the existing energy
regime loses its viability (either through gradual decline or sudden collapse, or some
combination of both, according to location), as it almost certainly will in the very
near future. It will be the workers in the new energy sectors who will have to deliver
vast amounts of infrastructure at great speed and under great pressure.

The current period shows a system in crisis, characterized by increasing lev-
els of systemic chaos, intensified social struggles (both within and outside of the
energy sector), interstate rivalry, and a rapidly declining US hegemony. There are
some fundamental similarities to past periods in which far reaching and rapid global
energy shifts occurred, and there are good reasons for believing that such a rapid and
far-reaching shift in the world’s energy system may be possible again. In fact, cur-
rent dynamics offer incredibly optimistic conditions for accelerating and collectively
planning a rapid transition towards a renewable-energy-based regime.

However, such a transition process will not come about through persuasion
alone. While ideas and communication are essential, they are not enough. It will
be a long and frustrating wait if we are to expect the fossil fuel industries to simply
dwindle into irrelevance as they miraculously become self-enlightened as to their
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destructive aspects. This process cannot merely be a battle of ideas, since a move
away from these fuels entails major material conflicts of interests. Efforts do date
show that such a process is almost certain not to happen voluntarily through a pro-
cess of global consensus building.

The next ten years offer a unique window of opportunity. During this period,
we are likely to face an acceleration of the system that has been constructed in order
to run a crisis economy on the basis of growing inequality, oppression, racism, and
war. It is not accidental that concepts such as “clash of civilizations,” “permanent war
on terror;,” “migration control” constitute the core of the discourse that has been fed
into public consciousness by media corporations and most governments in recent
years.

Barack Obama is undoubtedly a more benign, articulate, and generally sane per-
son than our dear departed Mr. Bush, and his slogans far less crude. He will almost
certainly offer some important reforms, and his approach to energy and climate,
which revolves around the idea of “let’s all pull together to save the planet AND the
economy, is almost certainly the best possible one within the neoliberal frame. Yet, it
would be profoundly unwise to lay all our problems—past, present, and future—at
the door of an aberrational madman who has now been voted out of power. Obama’s
policies are caught between a number of different and conflicting interests, mak-
ing his agenda for change far less radical than it might at first sight appear. Only a
fundamental rethinking of the neoliberal model can generate change with the speed
and on the scale that is needed to respond to the climate and energy crisis. As long
as Obama and the Democrats on Capitol Hill are unwilling to challenge corporate
power, and continue to operate within the same paradigm of corporate led-global-
ization, his policies are almost certain to give rise to inadequate half-measures and
the solutions of capital, with all the social and ecological dislocation and brutality
that this entails.

We can only avoid this if we take the initiative and build alternatives based on
totally different values. The energy and climate crisis, and many other deeply-related
crises, cannot be solved unless grassroots movements are able to abolish the current
economic, political, and social order and build non-capitalist, egalitarian, and par-
ticipatory societies. We cannot expect governments to do this. We need to get better
at building infrastructure, at creating and multiplying working examples of positive
futures. For this we need to organize ourselves substantially better, cooperate closely
to expand the existing alternatives, and join our strengths to make our voices heard
and inspire many more people into action. We can build our own energy systems—
for the common good, not for private profit. We have the tools and the experience,
we just need to get better at sharing them and putting them into practice. We also
have to get hold of the means. It can be done. It depends on us.

Time is running. The clock is ticking.

Yet, there is much room for optimism.
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A FINAL NOTE ON SPARKING A WORLDWIDE ENERGY REVOLUTION

There is a danger, especially with a book this size, that includes so much, that
readers may feel it is claiming to paint “the complete and definitive” picture of the
energy sector. Such a claim would be both arrogant and false. This book, while go-
ing to great lengths to be broad, extensive and coherent, in no way claims to paint a
complete picture. It would be quite unprofessional not to include a mention of some
of the key areas that have not been covered, or have only been included briefly. In
some cases this was a deliberate choice, in others it is far from desirable and was the
result of lack of space in the book, and my own limited time, knowledge, and con-
tacts. Other topics were originally planned to be included, but the authors who were
approached to contribute were unable to and alternative authors could not easily be
found. Some authors who had agreed to write chapters were at the last minute not
able to write their pieces due to unforeseen circumstances. This included important
chapters from India, South Korea, Mali, and the US.

Three important areas were deliberately not included. Crucially, though climate
change is an ever-present theme lurking in the background, this is not a book about
climate change. It is a book about energy. There is already a lot of critical material on
climate change, but far less on the issue of energy. Similarly, a lot of material about
interstate competition for control of oil resources already exists, but not on the social
dimensions of these conflicts. The third deliberate omission is the media and cul-
tural issues surrounding energy. The booK’s intention is to trace some of the material
processes and human relations on which the energy system is based. Importantly, it
seeks to show that a transition to a new energy system requires a material process
of building new social relations and not just a shift of ethical and cultural values
(though this latter is of course crucially important as well).

The booK’s contributions cover a wide range of countries. However, there are
some important omissions and weaknesses. Certain regions have been covered in
greater depth than others, and some have hardly been covered at all. In particular,
the coverage of Eastern Europe (including Russia) is non existent, and the coverage
of the Middle East is limited to discussions about Iraqi oil. Arguably, the importance
of Brazil as an emerging energy power could have warranted more in-depth treat-
ment than it has been given. Another important aspect of the international dimen-
sion of energy that has not been explicitly tackled, though is touched upon briefly, is
the restructuring of international organizations in the energy sector, such as OPEC
or the International Energy Agency.

The social and ecological conflicts relating to certain technologies have been
largely neglected, especially in relation to large scale hydro-electric dams. These
struggles are extremely important. However, they are already quite well documented
and widely known. Less deliberate was the relative omission of discussion on natural
gas, solar, and hydrogen technologies due to lack of space, time, knowledge, and
contacts. The book has also not attempted to provide an in depth analyses of spe-
cific sectors and how they use energy, for instance, industry, agriculture, cities, or



transportation. Each of these topics would require a book in its own right. Similarly,
a discussion of technology design, users, and ownership of knowledge has not been
given the attention it arguably deserves. Similarly, there has been little discussion
about the energy and raw materials that go into energy production, especially renew-
able energy, or on the effects that increasingly difficult conditions of extraction will
have on workers in the oil industry itself—both of which are sure to become major
issues in the future.

Finally, it is necessary to add a few words about timing. With a book this size,
that has chapters written by many different contributors, from many countries, and
in several languages, it is almost inevitable that, by the time the book comes out in
the shops, there will be some out-datedness of individual chapters. A book of this
complexity and scale cannot be produced from one day to the next. It has taken just
under three years from when the author and the publisher first discussed the idea
until the time that it is going to press, somewhat longer than originally anticipated.
Work on the book first began in December 2007. A first draft was submitted in Janu-
ary 2009. A second, and almost final, version was submitted in early September 2009,
after which time the copyediting and other preparations for publication occurred. It
is going to press in June 2010. The chapters were updated by the different authors for
the version submitted in September. However, it has not been possible to keep them
more updated than this—there are simply too many chapters, involving too many au-
thors, all of whom are extremely busy. The last years have seen important changes in
the global landscape. Obama is no longer the new president of the US, but is now half
way through his first term. The economic-financial crisis and people’s responses to it
has developed that much further, pushing ever more towards a worldwide political
crisis. And, the Copenhagen climate change summit and the mobilizations around it
have taken place, as has the Cochabamba conference that the Bolivian government
called in response to the failed Copenhagen summit. This inevitably means that a
fair amount of the surface detail described in individual chapters is outdated. This is
far from desirable, but there was no way to avoid this problem. Everyone involved in
the production of this book, from the individual chapter authors, to the editor, to the
publishers, have done all they could to bring the book out as quickly as possible. The
editor’s introduction and final chapter have been updated in the weeks immediately
before the book went to press, but, with approximately 50 chapters from about 20
countries, it was simply not possible to get the individual chapters updated. Having
said this, this is not a major problem, since the book is referring to long term pro-
cesses of change, and the broad issues that the book deals with, and the questions it
raises, will be valid for many years to come. These are structural questions relating to
the worldwide division of labor in the energy sector, and go beyond changes relating
to particular individuals in power, or specific individual laws. The overall map that
the book creates is completely unchanged by the fact that some of the surface detail
has changed, and, in fact, many of the changes that have occurred were anticipated
by the authors.



Setting the Scene:

The Economy'’s a-Tanking and There's an Energy Crisis in the Air ...

his section seeks to pose the need for a transition towards a new energy system

being part of a wider process of finding an emancipatory way out of the current
economic-financial and, increasingly, political, crisis. The current “energy crisis” is,
at least in part, one aspect of a wider crisis of social relations. The connections be-
tween how people organize their lives in terms of work, production, and exchange,
on the one hand, and how energy is produced and consumed, on the other, are vital
parts of this story. In particular, the chapters in this section seek to show the impor-
tance of energy production and consumption in relation to wider relations of pro-
duction, exchange, and consumption in the capitalist world-economy. A two-way
process is at work. Energy related conflicts are shaped by the world-economic (and
political) contexts within which they are played out and are a part of. However, be-
cause of the centrality of energy to capitalist relations, struggles within the energy
sector have, in turn, made an important impact in shaping these wider social rela-
tions. Importantly, the outcome of the coming period of transition and attempts at
resolving the multiple crises is an open process. Nonetheless, while there are no in-
evitable outcomes, this does not mean that chance will be the deciding factor either.
On the contrary, the outcome will be almost entirely shaped, directly and indirectly,
by human action and struggle.



Chapter1
PROMISSORY NOTES

From Crisis to Commons

Midnight Notes Collective and Friends

“The bullet that pierced Alexis’ heart was not a random bullet shot from a cop’s
gun to the body of an ‘indocile’ kid. It was the choice of the state to violently impose
submission and order to the milieus and movements that resist its decisions. A choice
that meant to threaten everybody who wants to resist the new arrangements made by
the bosses in work, social security, public health, education, etc”

—Translated from a flyer, “Nothing will ever be the same,” written and distributed De-

cember 2008 in Greece.

CRISIS: WHAT IT IS, WHAT IT IS NOT

fter 500 years of existence, capitalists are once again announcing to us that their
Asystem is in crisis. They are urging everyone to make sacrifices to save its life.
We are told that if we do not make these sacrifices, we together face the prospect of
a mutual shipwreck. Such threats should be taken seriously. Already, in every part of
the planet, workers are paying the price of the crisis in retrenchment, mass unem-
ployment, lost pensions, foreclosures, and death.

To make the threats more biting, there are daily reminders that we are in an era
when our rights are everywhere under attack and the world’s masters will spare no
atrocity if the demanded sacrifices are refused. The bombs dropped on the defense-
less population of Gaza have been exemplary in this regard. They fall on all of us, as
they lower the bar of what is held to be a legitimate response in the face of resistance.
They amplify, thousand-fold, the murderous intent behind the Athenian policeman’s
fatal bullet fired into the body of Alexis Grigoropoulos in early December of 2008
(described in the epigraph above).

On all sides there is a sense that we are living in apocalyptic times. How did this
“end-of-times” crisis develop, and what does it signify for anti-capitalist/social justice
movements seeking to understand possible paths out of capitalism? This pamphlet is
a contribution to the debate that is growing ever more intense as the crisis deepens
and the revolutionary possibilities of our time open up.! We write it in an attempt to
penetrate the smokescreen now surrounding this crisis that makes it very difficult to
devise responses and to anticipate the next moves capital will make. All too often,
even within the Left, explanations of the crisis take us to the rarified stratosphere of
financial circuits and dealings, or the tangled, intricate knots of hedge-funds/deriva-
tives operations—that is, they take us to a world that is incomprehensible to most of

1 This issue is a slightly shortened version of a pamphlet written by members and friends of
Midnight Notes. Originally published under Creative Commons License in 2009, the original, full version
is available at http://www.midnightnotes.org/.
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us, detached from any struggles people are making, so that it becomes impossible to
even conceptualize any forms of resistance to it.

Our pamphlet has a different story to tell about the crisis because it starts with
the struggles billions have made across the planet against capital’s exploitation and
its environmental degradation of their lives.

Crises in the twenty-first century cannot be looked at with the eyes of the nine-
teenth, which did not see class struggles as an important source of crises, but rather
considered them to be automatic, inevitable products of the business cycle caused
by the capitalist “anarchy of production” An intervening century of revolutions, re-
forms, and world wars has led to a revised view. First, a distinction between a real
epochal crisis and a recession was recognized. The latter is a state of “disequilibrium”
(i.e. part of the normal dynamic of the “ordinary run of things” periodically meant
to discipline the working class). The former is an existential condition that puts the
“social stability” and even the survival of the system into question. A second revision
was the recognition that recessions and crises are not totally out of human control;
they can be strategically provoked, precipitated, deferred, and deepened.

promissory | prama’soré| adjective, chiefly Law

conveying or implying a promise: statements that are promissory in nature:
promissory words.

archaic indicative of something to come; full of promise: “the glow of evening is
promissory of the splendid days to come.”

and:

promissory note, noun

a signed document containing a written promise to pay a stated sum to a speci-
fied person or the bearer at a specified date or on demand.

Capitalism’s acclaimed automatic tendency to the full-employment of labor,
capital, and land has long been disconfirmed by history. By the 1930s, even bourgeois
economists saw that it might be necessary in real crises for the government to pull,
kick, and stimulate the system when stuck far from full employment. But in devising
tools to overcome the crisis of the Great Depression, they also realized that they
could plan crises and recessions. Crises can never be eliminated, but they can be has-
tened and deferred by governmental action. Though dangerous, they can be used as
opportunities to deliver coups in class confrontations to keep the system alive. They
are the “limit experiences” of capitalism, when the mortality of the system is felt, and
it is widely recognized that something essential must change—or else.

The last century has also shown the importance of class struggle in shaping crises,
for workers (waged and unwaged, slave and free, rural and urban) have historically
been able to precipitate capitalist crises by intensifying the contradictions and imbal-
ances inherent in the system to the breaking point. This capacity makes it possible to
understand workers’ revolutionary potential: if they cannot put capitalism in crisis,
how can they have the power to destroy capitalism in a revolutionary opening?
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However, one thing remains true of genuine crises from the nineteenth century
until now: they are the occasions of revolutionary ruptures. As Karl Marx insisted
in 1848, crises’ “periodic return put on trial, each time more threateningly, the exis-
tence of the entire bourgeois society” So for him, the approximately five to seven year
business cycles end in crises when all of capitalism is put in question.

The word “crisis” gets meaning from its origin in medicine: “a point in the
course of disease when the patient either descends to death or returns to health” In
this case, the patient is capitalist society. That is why, for Marx and his comrades, the
approach of a crisis was closely watched with much excitement, even glee, since it
signaled to them the possibility of a revolution. They were confident that the system’s
ever-deeper crises would soon lead to the sounding of its death knell and the expro-
priation of the expropriators!

It is with this knowledge, from this perspective, and with a cautious joy that we
approach the present crisis. Our discussion is in five sections:

(i) the long-term sources of the crisis;

(ii) its immediate causes and consequences;

(iii) the opportunities it affords to each class;

(iv) the constitution of commoning, i.e., the rules that we use to share the common
resources of the planet and humanity; and

(v) the nature of revolutionary struggles arising out of the crisis.

1. CRISES PAST AND CRISIS PRESENT: FROM KEYNESIANISM TO
NEOLIBERALISM AND GLOBALIZATION

A comparison is often made between the present crisis and the Great Depression,
and, by extension, a capitalist “solution” is often sought after in a replica of the New
Deal. However, the profound differences between the Great Depression and the pres-
ent crisis prevent a return to New Deal policies.

Similarities between the two crises abound, of course. In both crises, the epicen-
ter lay in speculative investments. Both crises can be seen as the results of capitalists’
refusal to continue to invest in production in the face of diminishing returns. Most
importantly, both crises can be read as products of over-production and under-con-
sumption, resulting in gluts and a fallen rate of profit, all of which combine to freeze
new investment and instigate a “credit crunch.”

Many left analysts hypothesized that these common trends in capitalist society
have led to “over-accumulation” or “stagnation”—in other words, to the inability of
capitalists to find investment opportunities in commodity production that would
provide an adequate rate of return. The argument is that, in a sense, capitalism was
too successful in the 1980s and 1990s: it destroyed US workers’ power to such a
degree that they no longer struggled for wages high enough to buy the commodities
produced, thus causing gluts, over-capacity, under-investment, etc. The emerging
Leftist theory of our present crisis emphasizes the commercial failure of the system
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that led to a profits crisis. This is often called the “realization” problem, i.e., com-
modities are over-produced and the working class’ demand is restricted (to preserve
profits), leading to under-consumption and difficulty investing in manufacturing
industries at an acceptable rate of profit. The drive to make profits by attacking work-
ers’ wages undermines the very condition of profitability, since the commodities
produced must be bought to make a profit!

The result, it is argued, is the “financialization” of the economic system, where,
because investment in production is no longer profitable enough, more and more
capital has been invested into making speculative loans and complex hedging bets.
This financialization has benefited from and strengthened the effort to monetarize and
marketize all actions within society, from eating dinner to planting seeds in a garden.

Indeed, it was the very objective of the dominant economic strategy of the last
thirty years (often called “Neoliberalism”) to bring the world-economy back to a pre-
New Deal stage of “free market” capitalism—hence the similarities of the two crises.
In this sense, today we can also say that capital is paying the price for its calculated
disconnect between over-production and under-consumption. Ideally, over-accu-
mulation can eventually be corrected by destroying and/or devaluing various forms
of capital: unsold commodities, the means of production, and the wages of millions.
FDR rejected this path (which had been the advice of the paleo-liberal economists
who advised Herbert Hoover), because it seemed that revolution might result from
the devastation wreaked by devaluation. Instead, FDR proposed the New Deal.

The New Deal solution—a combination of (1) the institutional integration of
the working class through the official recognition of unions, (2) the stipulation of a
productivity deal where increased wages would be exchanged for increases in pro-
ductivity, and (3) the welfare state—is not in the cards today. The New Deal was
struck in the context of an organized, rebellious workforce in the US, empowered by
years of marches, by revolts against unemployment and evictions, and by thousands
ready to march on Washington with their eyes turned to the Soviet Union.

We are in a very different world now. Although class struggle continues, in no
way can today’s waged and unwaged workers in the US match the political power and
organizational level they achieved in the 1930s. The Keynesian policy (named after
the economist and philosopher John Maynard Keynes) that inspired and theoreti-
cally justified the New Deal was wiped out by the long cycle of waged and unwaged
workers’ struggles, which in the 1960s and 1970s attempted to “storm the heavens”
and transcend the New Deal. These struggles circulated from the factories through
the schools, the kitchens, and bedrooms, as well as the farms of both the metropoles
and the colonies, from wildcat strikes, to welfare office sit-ins, to guerrilla wars. They
challenged the sexual, racial, and international division of labor with its unequal
exchanges and legacy of racism and sexism. In a word, Keynesianism was undone by
the working class (waged and unwaged) in the 1970s.

Moreover, it was in response to these very struggles that, by the mid-1970s, capi-
tal in turn declared “an end to Keynesianism” of its own and for a short time even
adopted a program of “zero growth” This was just the prelude to the deepening of
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crisis in the early 1980s and to the broad reorganization that went on under the name
of “neoliberal globalization” aimed at destroying the victories of the international
working class: from the end of colonialism to the welfare state. Therefore, the crisis
we are facing today is twice removed from that culminating in the Great Depression.
It is problematic to use the 1930s as our guide for the next period, since the political
composition of the working class in the US and internationally has changed so radi-
cally. It is more useful to consider the plan neoliberal globalization was intended to
realize and to evaluate why only three decades later it has led to a new crisis.
Neoliberalism’s overall solution to the crisis of Keynesianism was to devalue
labor power, reconstitute wage hierarchies, and reduce workers to the status of
apolitical commodities (as they were considered in the bourgeois economics of the
nineteenth century). Neoliberalism took many forms in response to the different
composition and intensity of workers’ power: relocation of the means of produc-
tion, deterritorialization of capital, increasing the competition among workers by
expanding the labor market, dissipation of the welfare state, and land expropriation
(see MN, 1997). It was a precise (and, at first, successful) attack on the three great
“deals” of the post-WWII era, what we in the past (following P.M., 1985) have called
the A-deal (the Keynesian productivity deal), B-deal (the socialist deal), and C-deal
(the post-colonial deal).
. [A-deal] In the US and the UK, Reagan’s defeat of the air traffic con-
trollers’ strike in 1981 and Thatcher’s defeat of the miners’ strike in 1985 were
followed by an orgy of union-busting campaigns and continual threats to
sabotage social security pensions and other guarantees (the “safety net”).

. [B-deal] The ultimate triumph of Neoliberalism was the breakup
of the Soviet Union, the collapse of the socialist states of Eastern Europe,
and the Chinese Communist Party’s decision to embark on the “capitalist
road”

. [C-deal] In the “Third World,” the debt crisis gave the World Bank
and the IMF the ability to impose Structural Adjustment Programs (SAPs)
that amounted to a process of recolonization.

In other words, with the arrival of Neoliberalism, all previous deals were off.
Together, these developments ended the “mutual recognition” of working class and
capital by fomenting worldwide workers’ competition through the creation of a
true global labor market. Capital could now sample workers like a bee in a field of
clover.

The consequence of these combined developments was that, by the 1990s, the
first sign of the inability of the system to digest the immense output disgorged by its
multitudes of sweatshop workers worldwide appeared. According to this argument,
the culmination of the 1997 Asian crisis was the stimulus for the full financialization
of the system—the attempt to “make money from money” at the most abstract level
of the system once making money from production no longer sufficed.

Capital’s flight into financialization is one more move in the neoliberal effort to
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continually shift the power relation in its favor. Faced presumably with diminishing
returns in the “real economy” and an inability to sell their goods, capitalists made
two important moves: on one side, they leapt to the world of hedge funds and deriva-
tives, and, on the other, intensified the availability of credit for the US working class,
so that US workers would buy the goods that workers in China and other (mostly
Asian) nations continued to produce at extremely low wages (compared to the US).
The success of this game—whose eminent goal was deferring crisis—depended upon
the high profits capitalists operating in China and in Third World nations could ac-
crue because of the low wages, which were then invested in credit markets in the US,
enabling growing financialization. This circuit came to an end only at the point in
which the enormity of (both workers’ and capitalists’) debt sent its underwriters into
a panic flight.

This account explains much, but it leaves out an important detail: though over-
production and under-consumption reduce the rate of profit, why is the resulting
reduced rate of profit inadequate for capitalists to want to re-invest? Take an aver-
age capitalist: if s/he sold all the commodities produced in her/his firm, s/he would
receive a 100 percent rate of profit; but with the “realization” problem, s/he only re-
ceives a 50 percent rate. Would that not be adequate? Even with a realization problem
that required the destruction of half of what is produced, capitalists might still make
a sizeable profit rate. This “inadequacy® is not inherent to capital in the abstract.
Rather, it is based on capitalists’ determination to make more, to demand a more
rapid expansion of the system and of the profits of its owners. When capitalists deem
a field of investment possibilities “inadequate,” it means that the average rate of profit
currently available is less than their expectation based on past experience. What,
however, are the causes of an actual decline in the planetary rate of profit?

An actual fall is rooted in many factors, but there are two that are especially
crucial for us: capital’s inability (a) to increase the rate of exploitation by decreasing
wages; and (b) to reduce the value of the constant capital (raw materials, especially)
involved in the production of a commodity. The latter is especially due to the in-
ability to pass along to workers the cost of the environmental damage caused by the
extraction of the raw materials and the production of commodities. That is why the
impacts of “economic” and “ecological” struggles on the average rate of profit are
hard to distinguish in this crisis.

Let us consider the consequences of both (a) and (b).

(a) Globalization has helped to reduce wages in the last three decades in the US
by bringing manufacturing production to the “periphery” (especially to China in the
last decade), where prevailing wages are just a fraction of US workers. If wages re-
mained low there, the deal between US and Chinese capital would have been stable.
Chinese workers would have provided super-profits for US capitalists and super-
cheap commodities for cash-strapped US workers. However, though wages are rela-
tively lower in China than the US, they have been rising rapidly. The Chinese average
nominal wage has risen about 400 percent in the decade between 1996 and 2006,
while the Chinese average real wage has risen by 300 percent between 1990 and 2005,
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with half of that increase between 2000 and 2005. This can have a profound effect on
profitability long before wages in China become comparable to those in the US.

It would help to look at a simple hypothetical numerical example to appreciate
this point: the wage of a Chinese worker might be a tenth of a US worker’s wage, and
the rate of profit for a factory with relatively little investment in machinery in China
might be 100 percent. Though the doubling of the Chinese workers’ wages would still
make his/her wage one fifth of a worker in the US, other things being equal, the rate
of profit would have fallen to 50 percent.

Thus, wage increases can cause a dramatic fall in the rate of profit without wages
necessarily becoming equal in purchasing power to the wages of a Western European
or North American worker. The first large-scale taste of this phenomenon in the
neoliberal period was the workers’ mobilizations in Korea and Indonesia that were
the basis of the famous “Asian financial crisis” of 1997 we chronicled in “One No and
Many Yeses” (Midnight Notes, 1997).

The lowering and stagnation of average wages in the US (but still at a relatively
high level from a global perspective) has been accompanied by increases in Asian
workers’ wages that challenged the rate of profit long before they came close to being
equivalent to wages in the US. Super-high levels of profitability can disappear well
before suburbia, the car, and the Gucci handbags arrive en masse.

This problem of “realizing” the surplus value in the face of the actual or impend-
ing confrontation with workers struggling for higher wages and greater power at
work led capitalists to turn to other avenues to earn the rates of return that they
desired. But there is an inherent problem in this move as well: the ability to increase
interest revenue though financialization is limited by the surplus value created in
production and reproduction throughout the global capitalist system. The crisis
in the financial sector arises from the confrontation with this limit. Since financial
gains are—however indirectly—finally also extracted from real labor, one can readily
understand that even a modest increase in Chinese wages could pull the rug from
under the financial house of cards.

(b) The ecological/energy moment of the crisis appears most directly here. The
reduction of the costs of constant capital can lead to an increase in the profit rate,
but it crucially depends upon being able to “externalize” the harm it causes (i.e., to
force those harmed by the pollution of raw material extraction, by the climate change
caused by industrial production, or by genetic mutation produced by the spread of
genetically modified (GM) organisms to quietly and continually submit to it without
demanding that it cease). It is only when there is a mass refusal to allow this external-
ization to pass that ecological issues become “pressing” and an “emergency” Unless
there is struggle against the harm and the tacit assumption of the costs, ecological
damage is an aesthetic phenomenon like the smog in a Monet painting.

This struggle has now come out of the shadows and is threatening profitability
throughout the system. There is a worldwide recognition that we aren’t just in an-
other round between workers and capitalists to see how to organize the economy;
we are facing catastrophic climate change and generalized social and environmental
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breakdown in a world where “the civilization of oil” has placed a great part of hu-
manity in cities and slums that were already reaching their breaking point before the
crisis set in. It’s frightening to see Mexico, for instance, with so many people barely
surviving and the State and other oligopolists of violence already so intense, poised
on the brink, with migrants returning from the USA ... to what? One community re-
cently came out with guns to cut off water to another that they considered was taking
too much. What will happen when—as the scientists say is already determined—the
average heat in these latitudes has increased three degrees, when every summer is as
hot or hotter than the hottest on record?

There clearly cannot be any more profit-making business as usual. Indeed, in its
disciplinary zeal, capitalism has so undermined the ecological conditions of so many
people that a state of global ungovernability has developed, further forcing investors
to escape into the mediated world of finance where they hope to make hefty returns
without bodily confronting the people they need to exploit. But this exodus has
merely deferred the crisis, since “ecological” struggles are being fought all over the
planet and are forcing an inevitable increase in the cost of future constant capital.

So on both counts, with respect to wages and ecological reproduction, the strug-
gles are leading to a crisis of the average rate of profit (and the rate of accumulation)
and imposing a limit on the leap into financialization.

2. THE CRISIS OF NEOLIBERALISM: CAUSES AND CONSEQUENCES

Neoliberal globalization was an ambitious project. Had it succeeded, it would have
changed the very definition of what it is to be human into “an animal that trucks and
barters him/herself to the highest bidder” and would have returned labor power to
its status in pre-Keynesian economics: a pure commodity receiving its value from the
market. Why did neoliberal globalization fail?

To answer this question, we must turn to the struggles that people have made.
Even though US workers may not display the level of militancy they had in the
1930s, broad movements have risen worldwide that in our view must be recognized
as sources of the crisis. Certainly, these are not the only factors and possibly not the
most immediate ones. Undoubtedly, for example, the lack of regulations on financial
transactions was a factor in the non-linear complexity created by the meta-gambles
in the derivatives trading that have destabilized the “markets”

Yet even the financial de-regulation that began under Carter and continued after-
wards under Reagan, Bush, Clinton, and Bush Jr. was a moment of class struggle. De-
regulation began in response to accelerating inflation that was due—in reality as well
as in the minds of policy makers—to the power of US workers (on average) to raise
money wages fast enough to prevent capitalist price increases (of food, energy, etc.)
from cutting their real wage throughout the 1970s—a power that undermined the
hoped-for conversion of OPEC into a financial intermediary and of petrodollars into
vehicles for transferring value from workers” income into profit-earning investments.

The IMF’s annual reports from that decade reveal that, by 1975, inflation was
being identified as the number one economic problem in the world, and a key source
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of that inflation was identified as “structural rigidity in labor markets,” IMF-speak
for workers” power. By the time Carter and Volcker acted, accelerating inflation had
driven many real interest rates below zero and threatened the viability of the whole
financial sector. The strategy of deregulation included, among many things, the re-
moval of anti-usury laws throughout the US that allowed interest rates to rise into
the double-digits. It was a response to the power of workers to not only raise wages
and other forms of income to the point of undermining profits—despite the capitalist
recourse of basic good price manipulation and floating exchange rates—but also to
block any recovery in the rate of growth in productivity at the point of production.

Many of the struggles in the 1970s in the US eventually were defeated, but since
then there has been a new generation of struggles, both in the US and internationally,
against neoliberal globalization that has proven decisive.

We focus on some of these struggles as conditions for the understanding of
the political questions posed by the Crisis. Schematically, the sources of the Crisis
include:

(1) the failure of neoliberal globalization’s institutional changes;

(2) the failure to neoliberalize the structure of the oil/energy industry;

(3) the inability to control wage struggle (especially in China);

(4) the rise of land and resource reclamation movements (Bolivia, India, Niger Delta);
(5) the financialization of class struggle though the expanded use of credit in the US
to supplement the fallen and stagnant real wage; and

(6) the inclusion of blacks, Latinos/Latinas, recent immigrants, and women into the
“ownership society,” undermining class hierarchy.

(1) Neoliberal globalization depends upon a framework of laws and rules
that eliminate barriers to commodity trade and financial transactions, especially
those transactions that emanate from the US, Japan, or Western Europe. The process
of elimination began in the Keynesian era (with GATT), but took institutional shape
with the formation of the World Trade Organization (WTO) in 1994. The WTO had
an ambitious agenda of realizing the globalization of traditional trade and money
transaction, but also services and intellectual property. It looked like nothing could
stop this agenda from realization.

But it was stopped by a surprising convergence of:

(a) anti-structural adjustment riots and rebellions stretching from Zambia in the
mid-1980s, through Caracas in 1989, to the Zapatistas in 1994;

(b) the anti-globalization movement in Western Europe and North America and
its street demonstrations and blockades at the WTO, IME World Bank, and G-8
meetings; and

(c) the many Third World governments that refused to completely give away the last
shreds of sovereignty (especially over their agricultural production) to organizations
like the WTO, the IMF, and World Bank that were dominated by the US, Japan, and
Western Europe. The reasons for this were not purely “patriotic;” they had much
more to do with the power of the farmers’ movements in their territory and the
threat they posed to their own “sovereignty” The Doha Round at the WTO finally
perished in particular because the Indian government officials just couldn’t give away
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any more on agriculture—although they would have loved to sacrifice their peasants
for some high-tech stuff. The Indian movements have been mobilizing by tens and
hundreds of thousands over the decade from 1998 to 2008 to stop the WTO (not to
mention the Filipino, Korean, and Bangladeshi farmers).

Though often ignorant of each other’s actions and intents, these rebellions, street
demos, and “insider” resistances de-legitimized the “Earth is flat” globalization ide-
ology and the attempt to enclose the world’s remaining subsistence and local market
farmers.

(2) The second moment of failure was the attempt to revive the flagging neolib-
eral globalization project after 1999 by war, especially in an effort to transform the oil
and gas industries into ideal neoliberal operations through the invasion and occupa-
tion of Iraq (MN, 2002). This failure has been caused by an armed resistance that
inflicted tens of thousands of casualties on US troops, but that, in turn, has suffered
hundreds of thousands of deaths and injuries. It has had enormous consequences
for neoliberal globalization. First, after six years of war in Iraq, the most basic of
industries—the oil and gas industry—is still organized, both in Iraq and around the
world, by two forms that are anathema to the neoliberal doctrine: the national oil
company and the international cartel (OPEC) that tries to influence the market price
for oil. Second, the leader of the neoliberal project, the US, has been severely weak-
ened both militarily and financially by the effort. This became most evident when the
US government declared victory (due to “The Surge”). It simultaneously was told by
its own Iraqi “puppets” to leave the country by 2011, to dismantle its bases, and not
to expect to see a neoliberal “Oil Law” soon! Surely the “puppets” spoke so harshly
to their masters because they feared the violent reaction of the Iraqi people to the
attempted giveaway of Allah’s hydrocarbon gift.

(3) The neoliberal project of the “refusal of wages” has been quite successful in
the US where the real wage has never regained its 1973 peak. That is why one cannot
find a source of this crisis in the US wage struggle as one can for the crisis of the
1970s. All the typical indices of such struggle (e.g., strike activity) in the US have
been depressed. There have been defensive struggles waged, with some success, to
limit attacks on non-waged income, e.g., social security, Medicare, and food stamps.
Moreover, there have been ongoing struggles against other attacks on the working
class, e.g., on the terrain of women’s rights, environmental protection, etc.

However, the neoliberal project depended on the ability to use competition in the
international labor market not only in the US but throughout the world. This project
has failed, especially with respect to Asian countries. We saw the failure of this control
in Korea and Indonesia during the lead up to the Asian financial crash in 1997 (see
MN, 1997). The major failure of this strategy since then has been in China, where the
level of wage struggle has taken on historic dimensions, with often double-digit wage
increases as well as thousands of strikes and other forms of work stoppages.

(4) The “New Enclosures” have operated through Structural Adjustment Pro-
grams and the fomenting of war that were meant to expropriate people through-
out the Third World of their attachment to their communal land and its resources.
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Certainly, they have driven millions of people from their land and communities in
Africa and many parts of the Americas, if the increase in immigration rates and
numbers of refugees is any indicator. But there has also been a powerful response to
the attack on common lands and resources throughout Asia (especially in India and
Bangladesh), in much of South America, and in parts of Africa. The Bolivian “water”
and “gas” wars of the last decade have made it clear that the effort to privatize vital
resources is a risky enterprise. Similar limits are being experienced in oil production
in the Niger Delta, where there is now an ongoing war of appropriation waged by
groups like the Movement for the Emancipation of the Niger Delta (MEND); such
groups are demanding that the people of the Delta be recognized as communal own-
ers of the petroleum beneath their soil, against the Nigerian government and the
major oil companies. Indeed, there is a political limit being reached in oil exploration
and extraction that Steven Colatrella has aptly called a “political Hubbert curve”

(5) The main function of the financialization of capital was to buffer accumula-
tion from working class struggle by putting it beyond its reach and by providing a
hedge against it by making it possible for capitalists to bet against the success of their
own investments, hence providing insurance in any eventuality. What capitalist does
not want to be able, for a small payment, to protect him/herself from a dramatic
devaluation of the currency of the country they are investing in due to a spate of
general strikes, or from the bankruptcy of a company that they are dealing with due
to workers’ wage demands?

Paradoxically, however, Neoliberalism has thrown open a new dimension of
struggle between capital and the working class within the domain of credit. For
a whole set of credit instruments and speculative investments were offered to US
workers, from sub-prime mortgages, to student loans, to credit cards, to 401(K)
pension management schemes. Workers used them because their inability to project
their collective power on the job to achieve significant wage increases, guarantees for
pensions, or health care forced them to try to expand into the financial realm. With
the dismantling of the so-called welfare state, workers in the US had to pay a greater
share of the cost of their own reproduction (from housing and health care to educa-
tion) at the very moment when their real wages were falling. Workers demanded
access to these requirements for reproduction through the credit system. Capital’s
“sharing” with workers of accumulated value through making credit available comes
at a price: that workers’ desires for access of the means of reproduction (home, auto,
appliances, etc.) are aligned with capitalists’ desires for accumulation. “Financializa-
tion” is not simply a capitalist plot; it too is a process and product of class struggle.
True, there is an element of necessity in workers” response to the attack on their
conditions of reproduction, but without necessity there is no agency either.

The entrance to the credit system is no workers’ paradise, of course. Borrowing
and the accompanying interest payments depress wages, sometimes quite substan-
tially, and credit ties workers to the real estate and stock markets. However, it is
an important achievement for workers to be able to “use someone else’s money” in
order to have a home without worrying about rent increases and paying the owners’
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mortgage and his/her taxes, to have the desire (real or fancied) evoked by a com-
modity satisfied today, to have access to education that might make for higher wages
in the future, and to have an automobile that makes a wider range of jobs and social
contacts possible in the lonely landscape that life in the US often presents. This dan-
gerous working class strategy hovered between using the credit system to share in
collective wealth and debt peonage!

In a way, though neither “consciously” nor in a coordinated manner (as so many
things happen in capitalist society), many in the US working class have collectively
attempted to turn the neoliberal vision of transforming everyone into “rational eco-
nomic” agents against the system itself by taking the Bush Administration’s “owner-
ship society” rhetoric at its word. In so doing, they have brought the system into a
crisis by implicitly threatening to refuse to pay their debt, i.e., to leave the key in the
mailbox and walk out. As was pointed out long ago, if you owe the bank $1,000 and
you can't pay, you are in trouble; but if you owe the bank $1,000,000,000 and you
can’t pay, the bank is in trouble. What is often not mentioned is that if 1,000,000
people each owe the bank $1,000 and can’t pay, then the bank is still in trouble!

Financialization was meant to provide capital with a shield against the inde-
terminacies caused by class struggle, but it invited the working class into its very
breast. This attempt by financial capital to play both sides of the equation (i.e., to have
capital pay for protection against struggle and at the same time bring the presumably
“tamed” agents of that struggle into the financial machine) is one basis of the con-
temporary crisis. True, though the working class’ share of the total debt is sizeable,
it is much smaller than US corporate or state debt. However, its quality is different.
Corporate debt is intra-class, while national debt is omni-class, but working class
debt is inter-class and potentially creates the greatest tension.

(6) This double character of financialization was intensified by the struggle of
workers previously excluded from access to credit (blacks, Latinos/Latinas, recent
immigrants, single women, and poor whites) to enter into the charmed circle of home
mortgages, student loans, and credit cards. Financial capital significantly opened up
to these new creditors in the twenty-first century, who previously could only borrow
under the most onerous conditions from loan sharks and pawnshops. It answered
their desire to be able to have legal claim to a house, car, desired commodities, and
a better paying job, but with poison pills: sub-prime mortgages whose interest pay-
ments would balloon after three years, credit cards whose interest rates approached
loan shark levels, student loans that would turn graduation into an entrance to wage
slavery. These workers’ pressure to be included into the neoliberal deal—i.e., one can
have access to social wealth only on an individual basis and via non-wage income—
was answered affirmatively by capital in the first years of the twenty-first century. It
proved to be the initial point of destabilization of the credit system.

Does the deepening and widening of the circulation of credit into the working
class mentioned in (5) and (6) deserve to be called a “struggle”? One might well ques-
tion such a formulation, given the immediate denouement of the story—millions
of foreclosures and bankruptcies, etc. But there is no doubt that there has been a
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struggle over conditions of payment and of bankruptcy (extending to workers), as
well as struggles over legislation that would “rescue” homeowners from foreclosure.
Many on the Right have taken this “credit revolution” as the cause of the crisis, since it
let too many of the “unworthy” into the inner sanctum of credit. But this does not in-
validate the actual struggle that had been launched by black workers, from the 1960s
on, against “redlining” and other forms of credit discrimination. After all, debtors’
struggles have traditionally been basic to the analysis of class history since ancient
times. Why should these be excluded in the class analysis of the twenty-first century?
We do not attach a “price tag” to these six moments of struggle. Along with many
other conjunctural factors, they combined to create a crisis of historic proportions
in 2008. The failure of Neoliberalism’s Wage and War doctrines, Globalization, New
Enclosures, Financialization, and the Crisis of Inclusion together not only produced
the economic “downturn,” but the logical contradictions that infest them are trans-
forming the present recession into a real crisis. It might be possible for there to be a
“recovery” (as measured by increased GNP) in the near future, but if the contradic-
tions are deepened and the failures intensified, capitalism could become “history”

3. CAPITAL'S IMMEDIATE RESPONSE TO THE CRISIS OPPORTUNITY

This crisis gives capital an opportunity in at least three aspects: (i) the reorganiza-
tion of the power relation between financial capital and the rest of the system, (ii)
the disciplining of the US working class’ role as a debtor and player in the financial
system, and (iii) the justification of environmental plunder, wage reduction, and land
expropriation in the Third World through a revival of the “debt crisis” Let us take
each one in turn:

(I) FINANCIAL CAPITAL'S AGONY OR ITS RENAISSANCE?

This crisis begins as a financial crisis (i.e., as the inability to pay back the principal
and interest on debts or to pay for lost wagers made on a grand scale). Though most
crises have a financial aspect, this clearly is one that poses fundamental challenges
to the system’s fate, for it makes a major transformation of the order and hierarchy
within the sectors and phases of capital inevitable.

Will the crisis be the opportunity (in return for the enormous amount of capital
that the financial sector is demanding of the state) to call for a complete halt or at least
draconian regulation of many of the financial practices (especially Collateralized Debt
or Mortgage Obligations, Structured Investment Vehicles, Credit Default Swaps, credit
derivatives of all sorts, and maybe even of offshore banking—tremble little Switzer-
land!) whose collapse have put the everyday operations of industrial, commercial, and
service companies large and small into jeopardy? Or will financial capital hold the rest
of the system hostage by threatening to shut off lending and bring the credit system to
a halt unless it gets its debts secured by the government on its terms?

We see an aspect of this conflict in the struggle over the “bail out” of the “Big
Three” automakers versus the almost unanimous support on the highest level of
government (from the Bush administration to the Obama administration) for the
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large multipurpose banks (Citigroup), insurance companies (AIG), and even invest-
ment houses (Bear Stearns). The tremendous controversy—and now potentially fatal
terms demanded of GM and Chrysler—over what is a relatively small sum compared
to the swiftly granted billions for AIG is a sign that financial capital still has the upper
hand in highest elements of the state.

But this is only the first round of a long drawn out battle that will lead, if capitalism
survives, to a twenty-first century hybrid between two poles: (a) an intensely stringent
regulatory regime imposed on financial innovations, with the capital released from
the financial sector being directed to a new investment wave in “green energy” proj-
ects (from wind turbines, to Clean Coal technologies, to nuclear power plants) and
biotechnology; or (b) a victory of the financial sector, the final “de-industrialization”
of the US, and a universal reconciliation with a regime of bubbles and crashes.

The first pole describes an outcome that is reminiscent of previous periods of
recovery from intense “financialization” and speculation, from the “Bubble Act” of
1720 in Britain after the South Sea Bubble and the French bourgeoisie’s retreat to
gold in the aftermath of the 1720 Mississippi Bubble to the Glass-Steagall Act after
the stock market crash of 1929. It is a return to Keynesianism, but with “green” char-
acteristics and without nuclear-armed Communist states, whose existence was being
used by workers in the US and Western Europe as a constant threat to capitalists.

The second alternative describes an outcome bitterly recognizing the unconscious
anti-capitalist side of Margaret Thatcher’s shibboleth, “There Is No Alternative,” when
applied to the hegemony of the financial sector in neoliberal capitalism with its hell-
ish conclusion: the market is the best (since the only) way to allocate the resources
of the planet, even though it leads to an ever shorter cycle of boom, bubble, bust,
and depression. Can the US become, in the early twenty-first century, something of a
late-twentieth century Britain, existing without a significant manufacturing or agri-
cultural base (leaving this part of the division of labor to China and other continents
of cheap labor)?

That is, the financial sector will be “nationalized” or the nation will be “financial-
ized” (or some combination of both). Either alternative alone is equally improbable.
Some chimera of a Keynesianism meant to revive the industrial base (with a large
“green” sector) and another round of reformed Neoliberalism meant to re-legitimate
financial capital’s adventures will be constructed, unless there is another force in the
field that can use the crisis to forge a way out of capitalism. In the short term, Keynes-
ian and “green” policies will be pushed—perhaps aided by the fact that capital move-
ments (with which sustained Keynesian policies are not viable) are low due to the
current crisis context. Some regulation will be implemented, and definitively—after
the depth of the crisis—some reconciliation with a regime of bubbles and crashes
will be promoted.

(I) US WORKERS AS DEBTORS

Karl Marx, the great nineteenth century anti-capitalist analyst, saw financial
capital as purely related only to capitalists. He pithily wrote in the 1860s: “Interest is
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a relationship between two capitalists, not between capitalist and worker” In other
words, interest appears to be an income paid to a financial capitalist, based on the
money loaned. How the loan is paid back with interest is irrelevant. Interest is logi-
cally autonomous of the production process (although for Marx it is vitally dependent
on the exploitation of workers somewhere in the system). Most crucially for us, Marx
writes as if workers never receive loans and pay interest. This is important, for the
credit system is like a capitalist common, since it offers the capitalist (or the person
who can pass as a capitalist) “an absolute command over the capital and property of
others, within certain limits, and, through this, command over other people’s labor”
Value detached from its owners becomes a common pool resource that, though ab-
stract, gives tremendous power to those who can access it. This power was not to be
shared with workers, at least not in the nineteenth century.

Marx got many things right about the future of capitalism, but here he failed
to see the absorption of the propertyless but waged working class into the financial
system. When he looked at workers’ debt, he saw only pawnshops. Since workers had
almost no property that could be used as collateral to take out loans from financial
institutions and they had almost no savings to be used as deposits in banks, they were
never important direct players in the financial world. In fact, many mutual aid and
credit union organizations sprang up in the nineteenth century because banks and
other financial institutions considered themselves as having solely capitalists (large
and small) as their customers, or workers were too suspicious to put their hard-earned
savings into the hands of financial capitalists. This is no longer the case. Workers’ pen-
sion funds are an enormous source of capital for the system, and their debts comprise
a large share of total indebtedness in the US (household debt is about 30 percent
of the total debt in the US). Consequently, when we speak of financial crisis in the
twenty-first century, we must speak of inter-class conflict as well as conflict among
capitalists.

As noted in the previous section, workers in the neoliberal deal have been using
the credit system to enter into the realm of nonwage income, i.e., to get access to the
value common that had previously been the sole privilege of the capitalists. In doing
s0, they have posed a collective threat and opportunity to capital. The question is: can
capital operate in the twenty-first century without extensive working class participa-
tion in the credit system? Can capital return to the days before “life on the installment
plan” and make credit the sole realm of capitalists again? There are many who are
skeptical of either a definite “Yes” or a definite “No” to these questions for very good
reasons, since the duplicitous character of financialization that we analyzed above
cannot be easily “corrected” To block the working class completely (or even differ-
entially) from access to the value of commodities, homes, and education via credit,
without returning to the wage struggle, could be to invite an unacceptable level of
class war; but to restart the machine with the working class having the same access
to credit as it had before the Crisis could be to invite another repetition of the same
cycle and struggle in short order. This is the capitalists’ dilemma, of course, and they
will have a devil of a time resolving it. But this process is not just simply a matter for
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capital to decide; much of the outcome lies in the actions of that sphinx, the global
working class.

This dilemma intensifies the observation Marx made about the “dual character”
of the credit system long ago: “on the one hand it develops the motive of capitalist
production, enrichment by the exploitation of others’ labor, into the purest and most
colossal system of gambling and swindling, and restricts ever more the already small
number of the exploiters of social wealth; on the other hand, however, it constitutes
the form of transition towards a new mode of production” For the demand that
the workers have increasingly made for access to the accumulated wealth their class
has produced via the credit system also has the seeds of “a transition towards a new
mode of production,” even though it also is embedded in an equally colossal system
of gambling and swindling.

(I11) THE CRISIS OUTSIDE OF THE US AND WESTERN EUROPE:
THE RETURN OF THE IMF AND WORLD BANK

The importance of debt as a weapon in the course of class struggle is not new. It
was most clearly shown in the “debt crisis” of the early 1980s, when African peasants
and South American factory workers were saddled with enormous debts because
of variable interest rate loans negotiated by their countries’ dictatorial governments
behind their backs in the 1970s when real interest rates were low (and in some cases
even negative). But in 1979 interest rates skyrocketed, leaving peasants and factory
workers holding the bag for debts that were many multiples of their country’s GNP.

This constituted the “debt crisis” of the early 1980s that made it possible to
squeeze an enormous amount of surplus value from Africa, South America, and Asia
by huge interest charges on old loans, and by new loans from the IMF and World
Bank to pay back old loans on the condition that these governments adopt Structural
Adjustment Programs (SAPs). SAPs made it possible to pry open previously closed
economies; substantially weaken the target countries’ working classes; and allow
US, Western European, and Japanese capitalists to access workers, land, and raw
materials at extremely low cost. They were the foundation of what became known
as “globalization,” and the IMF and the World Bank became globalization’s central
control agencies, opening up countries that threatened to refuse to play by the rules
of “free trade” Up until the post-Asian Financial Crisis of 1997, the SAP-dominated
countries of the former Third World provided much of the flow of capital to finance
housing and stock market booms in the 1980s and 1990s. Afterwards, China almost
alone would do this job.

All this happened in the face of a tremendous struggle from the mid-1980s to
the early 2000s. There were literally hundreds of what became known as “IMF ri-
ots” throughout the planet as well as armed revolutions that continually pressured
the IME, the World Bank, and the governments of the US and Western European
nations to renegotiate loans, change loan conditionalities, and even write loans off.
The struggle against SAPs became an international one, stretching from the forests
of Chiapas to the streets around the IMF and World Bank headquarters in Wash-
ington, DC. Moreover, beginning with the rise of oil and commodity prices in the
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twenty-first century, the IMF and World Bank were being shunned by their former
“clients” (more accurately, former “debt peons”). This was especially true of many oil-
producing countries like Algeria, Nigeria, and Indonesia that were able to pay off a
substantial part of their old loans and/or attract loans outside of the SAP-framework
of the IMF and World Bank, e.g., Argentina’s loan from Venezuela. Although total
external debt was not reduced (or even increased) for many countries, the monopoly
role of the IMF and World Bank was shattered, making it possible for countries to
ignore these agencies’ draconian “recommendations”

The Crisis, however, can change the power relations once again by drying up
the alternative sources of funding (e.g., the Venezuelan government will find it dif-
ficult to lend to a South American nation nearing bankruptcy in this situation). As
a consequence, there will be the possibility of a revival of the power of the IMF
and World Bank as the global lenders of last resort, with all the power that this role
implies. For the external debt for many countries has far from vanished, and under
the pressure of the crisis it will dramatically increase. Indeed, the G-20 governments
have agreed to expand IMF reserves to $1 trillion, and the IMF has already imposed
SAP-like conditionalities on several bankrupt East European nations. Going back
to the vomit of SAPs would be a historic defeat and an invitation to a new wave of
neo-colonialism.

One vehicle of return is global warming, which poses an ecological limit to the
forced growth of capitalist regimes. Undaunted, the usual northern players (including
the World Bank) are investing in a horrific series of “solutions” to global warming in
the South, rather than reducing the causes of northern emissions. Agrofuels (Geneti-
cally Modified (GM) soya, African palm, sugar cane, jatropha, and all kinds of GM
monstrosities in the near future) are menacing southern farmers with the greatest
enclosures yet. Half of Argentina’s arable land is already a “green desert” of GM soya,
without speaking of Paraguay and Brazil, while the African palm has replaced a huge
proportion of Indonesia’s forests and is now being used to attack the Afro-descendant
communities in Colombia. India is planning more than a million hectares of jatropha
(which means expulsing about as many peasants). And Nigeria talks about industrial
farming to counter struggles over oil and land in the Niger Delta.

The Crisis will put more power in the hands of the World Bank and IMF to
open up the economies of the Third World to even more projects like these, while si-
multaneously (re)introducing the austerity programs that gutted already inadequate
education, health, and social services. For example, carbon trading will allow the
North to continue to pollute while financing dams and other “big” developments
in the South. Through the IME SAPs, and “development,” the “global south” will be
made available to complement if not replace the Chinese workers that have been
demanding higher wages. You have to hand it to those capitalists. They try to make a
buck out of anything—even the end of the world!?

2 As this section was written in April 2009, due to some datedness and space limitations in this
book, Midnight Notes and Friends have agreed to deletion of the next section, entitled “3b Working Class
Responses to the Crisis.” It can be found, with the rest of the pamphlet, at http://www.midnightnotes.org.
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4. THE CONSTITUTION OF THE COMMONS IN THE CRISIS:
EATING FROM A DISH WITH ONE SPOON

Struggles circulate, and open struggles against the consequences of the crisis will
soon explode in the US. What apparently began as a financial crisis, which turned
into an economic one, is soon to be called a “political crisis” The abject destruction
that capitalists have created with their “management” of the two great commons of
labor and the planet’s eco-system will stop being considered a “tragedy of the com-
mon” (where no one in particular is responsible) and come to de-legitimate the capi-
talist class as a whole. These crises have been predicated on the presumption that
labor and the planetary eco-system are common resources to be used and abused
for the profit of anyone who has (or successfully pretends to have) the capital to ap-
propriate them.

The capitalist class is unable to control the common pool of resources that make
up our means of production and subsistence without creating terminal damage.
Who can do better? Though many workers in the US might not rise to the challenge
today and continue to look to their bosses for salvation, we still should say what the
logic of the struggles indicates should be done. Let us be guided by the words of
Thomas Paine in Common Sense, who, in a previous period of revolutionary crisis,
noted that most everybody favored independence in the days before the Declaration
of Independence was promulgated. The only issue was the timing: “We must find the
right time,” they said. Paine answered, “The time has found us!”

The Crisis has shown for all who have eyes to see that State and Market have
certainly failed in their claim to provide a secure reproduction of our lives. Capital-
ists have conclusively shown (once more) that they cannot be trusted to provide
the minimal means of security even in capital’s heartland. But they hold hostage
the wealth generations have produced. This pool of labor past and present is our
common. We need to liberate, to re-appropriate that wealth—bringing together all
those who were expropriated from it, starting with the people of the First American
Nations and the descendants of the slaves, who are still waiting for their “forty acres
and a mule” or its equivalent. We also need to construct collective forms of life and
social cooperation, beyond the market and the profit system, both in the area of
production and reproduction. And we need to regain the sense of the wholeness of
our lives, the wholeness of what we do, so that we stop living in the state of system-
atic irresponsibility towards the consequences of our actions that capitalism fosters:
throw away tons of garbage and then don’t think twice, even if you suspect that it will
end in some people’s food, as smoke in somebody else’s lungs, or as carbon dioxide
in everyone’s atmosphere.

This is the constitutional perspective we can bring to every struggle. By “consti-
tutional” we do not mean a document describing the design for a state, but a con-
stitution of a commons, i.e., the rules we use to decide how we share our common
resources. As the indigenous Americans put it, in order to collectively eat from a
dish with one spoon, we must decide on who gets the spoon and when. This is so
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with every commons, for a commons without a consciously-constituted community
is unthinkable.

This means we have to craft a set of objectives that articulate a vision in any
context of class struggle, turning the tables on capital at every turn. First, we need to
establish what violates our rules as we are constituting the commons. What follows is
a sample of such immediate taboos. We cannot live in a country:

. where 37 million people are hungry;

. where the cost of surgery kicks you out of your home;

. where going to school rots your mind and leaves you in debt
peonage;

. where you freeze in the winter because you cannot pay the heating bill;
. where you return to work in your 70s because you have been cheated

out of your pension;

. and where work that produces murder and murders its workers is

sold as a path to “full employment”

These are very elementary taboos, but they have to be loudly pronounced. Though
the system has shown itself to be bankrupt, many still listen to its siren songs.

The time has come for us in the anti-capitalist movement to propose a consti-
tution of rules by which to share the commons of past labor and present natural
resources and then concentrate on building political networks capable of realizing it.
At revolutionary junctures in US history (like the Civil War, the Great Depression,
the Civil Rights/Black Power Movement), a basic constitutional change within the
working class is manifested in action (the years-long “general strike” of slaves in the
South during the Civil War, the innumerable factory clashes, the “sit-ins,” as well as
many “hot” summer insurrections in city after city, respectively) and is “captured” by
a law or even “a constitutional amendment” (like the 13th and 14th Amendments,
the Wagner Act, the Voting Rights Act, respectively).

But US history is not alone in connecting crisis, revolutionary transition, and
constitution. There has recently been a whirlwind of constitutional politics through-
out the Americas south of the Rio Bravo in the last two decades. From the Zapatistas’
call for a new Mexican constitution, to the many constitutional transformations in
Venezuela, to the most recent Bolivian constitution that formally recognizes the
commons, there has been a formal statement of potencia (or “power to”) instead
of poder (or “power over”). It is exactly this spirit that the Zapatistas, in “The Sixth
Declaration of the Lacandon Jungle” (2005), have called for: “We are also going to go
about raising a struggle in order to demand that we make a new Constitution, new
laws which take into account the demands of the Mexican people, which are: housing,
land, work, food, health, education, information, culture, independence, democracy,
justice, liberty and peace. A new Constitution which recognizes the rights and liber-
ties of the people, and which defends the weak in the face of the powerful”

We should formulate demands, objectives, programs of struggle around the
main elements of our lives—housing, work, income—all in view of guaranteeing our
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livelihoods, building cooperation and solidarity, and creating alternatives to life in
capitalism. We need to build a movement that puts on its agenda its own reproduc-
tion. We have to ensure that we not only confront capital at the time of the demon-
stration or the picket line, but that we confront it collectively at every moment of our
lives. What is happening internationally proves that only when you have these forms
of collective reproduction, when you have communities that reproduce themselves
collectively, can struggles come into being that move in a very radical way against the
established order. This is our constitutional politics. It is not a list of demands or griev-
ances, but an expression of who we are becoming, i.e., our constituting our being.

For instance: Let’s guarantee housing to each other. This means not only “No” to
evictions, but the reoccupation of houses that have been abandoned, the distribution
or occupation of the empty housing stock that lies all around us; the collectively de-
cided self-reduction of rent of the kind that was carried out in Italy in the 1970s; the
creation of new housing that would be organized collectively and built ecologically.
Short of that we should build our version of “hobo jungles” on the steps of the White
House, open soup kitchens there, show the world our empty pockets, our wounds,
instead of agonizing in private.

For instance: Let our struggle over housing be a struggle for the reorganization of
work reproductive of daily life on a collective basis. Enough of spending time in our
solitary cages with trips to the mall as the climax of our sociality. It is time for us to
join with those who are reviving our tradition of collective, cooperative living. This
“year-zero” of reproduction that the capitalist crisis creates, as evinced by the mush-
rooming of tent cities from California to North Carolina, is a good time to start.

For instance: Let’s struggle in such a way as to disable the mechanisms that per-
petuate our exploitation and divisions. To ensure that our struggles are not used to
divide people on the basis of differentially dished out rewards and punishments, we
must continually raise the issue of reparations, i.e., the price paid and that continues
to be paid for the racist, imperialist, sexist, ageist, chauvinist, ecologically-destructive
deals US workers have accepted.

For instance: Let’s call for a life where our survival does not depend on constant
war on the people of the Earth and on our own youth. We must speak against war in
Iraq and Afghanistan, and against the butchery in Palestine.

For instance: Let’s speak against prisons, the politics of mass incarceration, and
the obscenity of plumping employment and business profits by putting people in
jail. We must call for the abolition of capital punishment ... even for capitalists!
And most importantly we need to redefine crime, exploding the logic that sees a
horrendous crime when a proletarian robs a liquor store, but calls capitalists’ crimes
that lead to the death and destitution of thousands “accidents,” “mistakes,” or even
“business as usual”

For instance: Let’s also speak about male violence against women. What struggles
for the constitution of the commons are we are going to make when every fifteen sec-
onds a man beats a woman in the US? How much energy would be liberated for the
struggle, if women did not have to fight men, often even to be able to fight the system?
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For instance: Let’s revive our social imagination after decades of defensive reac-
tions to neoliberal enclosures and determine new constitutions of the commons. Of
course, what our imaginations can suggest now is limited and only a preparation for
attaining another level of power and capacity to envision. But even with this poverty,
we can hear snatches of a medley of “musics from possible futures” Listen to two
musicians in our midst:

“The future commons boils down to two elements: access to land (i.e., food and
fuels); and access to knowledge (i.e., capacity to use and improve all means of produc-
tion, material or immaterial). It’s all about potatoes and computers.”

“The wage system should be dismantled immediately. Given the existence of the
internet, of 21st century accounting methods, and of direct deposit, it would be pos-
sible to immediately move toward a guaranteed income, at first in monetary terms,
with everyone having access to an “account” upon birth, and with a responsibility to a
minimum of socially necessary labor time—including housework of all kinds, art work,
writing, etc., and political activity (participation in assemblies, sitting on juries, or
whatever). This would create an incentive for cooperative living in that everyone that
can reduce their housework hours through cooperation and can have more time avail-
able for other activities. This guaranteed income would replace the insurance, finance,
welfare state agencies, and other sectors, freeing millions of people to participate in
cooperative activities, reducing further everyone’s socially necessary work time.”

“The only feasible way of doing agriculture on this planet is intensive, mixed-crop,
organic production. This form of agriculture is hopelessly unprofitable under current
conditions—so a new type of cooperation between consumers and producers (in fact the
abolition of this distinction) must be found, transforming agricultural work into a part
of housework for everybody.”

“The financial system should immediately be replaced by assemblies and commu-
nity-based ‘credit unions’ that can decide where to put community resources, demystify-
ing finance’ as societal planning”

“If the livelihood of people is guaranteed by subsistence and general services on
all levels, free sharing of intellectual production is possible without endangering the
survival of its producers. The planet can become a sphere of free exchange of knowledge,
know-how, and ideas. Additionally to this intellectual commons, a material commons
must be instituted to establish a just distribution of resources.”

For instance: ...

5. CHARACTERISTICS OF REVOLUTIONARY STRUGGLES THAT
MOVE BEYOND CAPITAL

The struggles that have brought on the crisis, especially those in Latin America, from
Mexico to Argentina, have laid down the foundational experiences of contemporary
struggle for the “constitution of the commons.” We believe that these experiences are
important for the US anti-capitalist movements, and we have tried to identify some
characteristics of these struggles (especially those of the Zapatistas and other groups
arising from indigenous Americans).
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One of the most important distinctions to make (but most difficult to draw) is
that between those that are on the “inside” (what we sometimes call “social demo-
cratic”) and those that are “autonomous” or “outside” In a way, this distinction is a
variant of one between “reform” and “revolution” in the anti-capitalist politics of the
first part of the twentieth century when “reformist” social democratic parties were
important institutions.

The “inside/outside” distinction, however, is not a spatial one, but one of politi-
cal relation. “Inside” means demands on a (state/market) institution that is normally
dedicated to reproducing the labor/capital relation, while “outside” means com-
munal appropriation of de/non-commodified resources, perhaps in parallel with
formal demands. Either can happen anywhere, just as commons can be maintained
or created anywhere. The two aspects can be complementary or contradictory. For
example, appropriation can be enhanced and/or undermined by demands made on
an institution. Either can be means to build alliances and express needs beyond those
making the demands. By analyzing inside/outside relationships and potentials in
specific contexts, a movement can clarify its strategy.

The inside struggles are waged primarily within existing institutions and arenas,
such as the state, corporations, the legal system, traditional civil society, or traditional
cultural constructs, the goals of which are generally to increase working class income,
commodity wealth, and power within the system, without directly challenging the
capitalist organization of society or creating collective alternatives to the capitalist
system. They typically take the form of demands on the system. However, they may
at times be quite confrontational and push the bounds of capitalist legality and pro-
priety. Such willingness to openly confront the system is very valuable, at least at this
point in the US, since it has greater likelihood of transcending initial demands.

By contrast, “outside,” autonomous struggles strive to create social spaces and
relations that are as independent of and opposed to capitalist social relations as
possible. They may directly confront or seek to take over and reorganize capitalist
institutions (a factory, for example) or create new spaces outside those institutions
(e.g., urban gardening or a housing cooperative) or access resources that should be
common. They foster collective, non-commodified relations, processes, and prod-
ucts that function to some real degree outside of capitalist relations and give power
to the working class in its efforts to create alternatives to capital. In the US many
of these struggles appear as outside the formal economy. A number of MN friends
have recently commented on these kinds of struggles. Massimo DeAngelis writes in
a definitional spirit in The Beginning of History:

When we reflect on the myriad of community struggles taking place around the
world for water, electricity, land, access to social wealth, life and dignity, one cannot
but feel that the relational and productive practices giving life and shape to these
struggles give rise to values and modes of doing and relating in social coproduction
(shortly, value practices). Not only that, but these value practices appear to be
outside corresponding value practices and modes of doing and relating that belong
to capital.... The “outside” with respect to the capitalist mode of production is a
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problematic that we must confront with some urgency, if we want to push our debate
on alternatives onto a plane that helps us to inform, decode, and intensify the web of
connections of struggling practices. (DeAngelis, 2007: 227)

Chris Carlsson has mapped some part of this terrain in the US in his book Now-
topia, where he writes:

Community gardening, alternative fuels, and bicycling, on the other hand, all
represent technological revolts that integrate a positive ecological vision with practical
local behaviors ... Taken together, this constellation of practices is an elaborate,
decentralized, uncoordinated, collective research and development effort exploring a
potentially post-capitalist, post-petroleum future. (Carlsson, 2008: 45)

That is, the social democratic approach tries to use existing institutions to
increase the power of the working class in its relation with capital, while the au-
tonomous approach tries to move independent of existing institutions and to build
a non-capitalist society.

This “outside”/“inside” distinction, however, is not easy to make. After all, just
because you write on your banners in red and black that you are a Revolutionary Out-
sider, it doesn’t follow that you are. “History” will have to judge, and often the answer
is long in coming. Moreover, those who wish for a short answer should remember
the warnings of our situationist friends who point out to us the difficulties in making
this “inside/outside” distinction in a society that is dominated by the endless flow
of images, metaphors, and dialectical hooks, where A is easily turned to not-A (and
back again) in a flash, and the “outside” can easily be turned “inside out”

We believe, however, that working class struggles in the Americas are becoming
increasingly autonomous, and this distinction between reformist and autonomous
struggles is central to much of the political discussion that has been permeating Mex-
ico, Venezuela, Bolivia, Brazil, Uruguay, Argentina, and Ecuador. It certainly has been
central to the Zapatistas and the debate they initiated with their “Other Campaign”
in 2005, when they offered a non-electoral alternative to the Obrador presidential
campaign of the social democratic PRD (Partido Revolucionario Democratico). The
“Other Campaign” was an extended, cross-Mexico conversation between the Zapatis-
tas and local activists in dozens of communities, sharing experiences of struggle and
asking how authentically-democratic politics might be constructed. We are learning
from this rich discussion and are trying to walk in the direction it has pointed.

First, we must note the inevitability of many “inside” struggles. Indeed, most
struggles against the destructive consequences of the crisis at this time in much of
the world at least start from the “inside” But such struggles may escape the bounds
of being “inside” Our intent is that the characteristics we identify below can help
determine whether social democratic struggles create, or are likely to create, condi-
tions that foster real alternatives to capital. That is, whether they foster or lead to “au-
tonomous” struggles, rather than confine struggles to the systems’ limits, perpetuate
or recompose divisions within the class, or turn those involved off to any possibility
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of future revolutionary struggles.

Autonomous struggles, however, are far from free of the need for careful scru-
tiny and thoughtful evaluation. What are the characteristics of anti-capitalist “au-
tonomous” struggles? After all, autonomous struggles may be co-opted or isolated,
they may not generalize, they may privilege some class sectors over others, etc.

History has “many cunning passages,” and not only may social democratic
struggles develop in increasingly autonomous directions, but autonomous struggles
can support, inspire, and guide struggles that emerge in an inside context. Some
people might be involved in both forms. And in the real world, many struggles
are likely to blur this schematic categorization, perhaps in their initial action, but
also in their evolution (for example, the Greek battles sparked by the murder of
Alexis Grigoropoulos in Athens). The following are a series of characteristics of
revolutionary struggles that we have gleaned from this anti-capitalist experience,
especially from the struggle against genocide and mass murder in the service of
capital that has turned the tide in the last decade from Oaxaca and Chiapas to Tierra
del Fuego.

1. The struggles subvert class hierarchy—between working class and capitalist
class, within the working class, and within nations and internationally; between rac-
es; between women and men; between immigrants and citizens; and between diverse
cultures. Their demands lead to greater equality if won (and perhaps even if not won)
because of how the battle is fought. The needs of those “on the bottom” (the poorest
economically, least powerful socially or politically) are to be put first in an explicit
way that builds unity and sustainability.

Social democratic demands continue generally for access to wealth: wages and
income, work time, job security, pensions, health care, housing, food (which may
mean land in many cases), and education. (Some of these comprise the indirect
wage—which is more apt to be in some ways socialized, a form of commons, even if
within capitalism.) Do such struggles privilege the already relatively privileged/pow-
erful, would “victory” lock into place greater inequalities? Similarly, do autonomous
actions include or exclude the least powerful socially or economically?

2. The struggles increase class unity, bringing together different class sectors
in positive, mutually strengthening relationships, overcoming divisions within the
class. They go beyond single issues, connecting them, without diminishing the sig-
nificance or value of those issues. This unity must become planetary. As another
MN friend, Kolya Abramsky, writes in “Gathering Our Dignified Rage™: do these
struggles “expand and deepen global networks ... towards an accelerated process
of building long-term autonomous and decentralized livelihoods based on collec-
tive relations of production, exchange and consumption that are based on dignified
livelihoods” (Abramsky, 2008)? In an older terminology, these struggles increase the
“political recomposition” of the working class, as defined by the editors of Zerowork
in the mid-1970s: “the overthrow of capitalist divisions, the creation of new unities
between different sectors of the class, and an expansion of the boundaries of what the
‘working class’ comes to include” (MN, 1992: 112).
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3. The struggles build dignified inclusion in community. The walls of exclusion
and apartheid come down in revolutionary struggles—including, in our time, the
walls against immigrants, prisoners, gays and lesbians, and historically oppressed
races and peoples. They respect the otherness and commonness of the other so as to
be more aware of her/his needs, especially the less powerful at present. They aim to
ensure that we all treat one another with dignity.

4. The struggles strengthen the commons and expand de-commodified relation-
ships and spaces. The commons is a non-commodified space shared by the com-
munity. Social democratic versions include such things as health care, education,
social security—however imperfectly realized. However, does the struggle also sup-
port bringing the bottom up, expanding inclusiveness and participatory control? On
the other hand, are autonomous sectors able to avoid commodification (avoid being
turned into business products or services for sale)? Even if they cannot do so com-
pletely, can they maintain a political stance and active behavior that pushes towards
non-commodity forms? More generally, how can the working class on small or large
scales create forms of exchange that are or tend toward being de-commodified? Cre-
ate markets (forms of exchange) that do not rule lives and livelihoods? Reduce the
reach of commodification and capitalist markets on people’s life?

5. The struggles enhance local control and participatory control. “Local” is not
a geographical term, it means that decisions are taken as close to those involved as
possible; participatory means that all those affected have a real voice in the decisions.
This puts on the table the issues of who makes decisions and how.

Much of what we know as autonomous action is local and almost definitionally
includes “local control” of some sort. Social democracy historically does not. Indeed,
one of its hallmarks is the reliance on a large, bureaucratic, intrusive, and hard to in-
fluence state apparatus. This state was the target of a widespread working-class attack
in the 1960s, which, however, was turned against the working class and used by the
right wing to promote Neoliberalism. Can the working class make social democratic
demands/struggles that include the demand and fight for local and/or participatory
control? (There were aspects of this in some early war on poverty programs, but these
were eliminated or co-opted once the US state saw danger in its “miscalculation” on
this.) More generally, do “inside” struggles help support “outside” struggles?

Are there ways to move social democratic struggles towards more autonomous
action? Example: battles for government support of urban gardening may also push
for control through local, participatory democratic bodies, rather than city or state
government. Factory struggles may begin as “inside,” but the participants may come
to organize themselves in assemblies, etc., take over and control production coop-
eratively, and then set up cooperative support across factories and other sectors (as
happened in Argentina after its economic collapse). Indeed, many union struggles
(the quintessential “inside” struggle) reached a turning point that transformed them
into outside struggles as an examination of “general strikes” will show. However,
even in autonomous developments, participatory control is not guaranteed, either
at the level of writing the rules or in ongoing practice. So in the various areas of
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reproduction (health care, food, education, housing) and production, what would
participatory democratic control look like, and how can it be fought for in ways that
win in the specific area and decrease divisions in the class?

6. The struggles lead toward more time outside of capitalist control. In particular,
this means a shorter work-week for the waged and unwaged. It means recognizing
“women’s work” as productive, creating income for those doing this work as well as
expanding who does it. How can we ensure that a shorter waged-work-week does
not further empower men relative to women? Or some class sectors over other class
sectors? That is, how can victories in the realm of time be egalitarian?

7. The struggles reduce the staggering wastefulness and destructiveness of capi-
tal, of lives, time, material wealth, health, and environment (air, land, and water), but
these reductions happen in ways that do not penalize other workers. Example: in the
US there is huge waste (as well as profiteering) in the medical insurance bureaucracy.
Single payer proposals could eliminate lots of that—but also throw many people out
of their jobs, intensifying inequality. What will have to be done so these folks are not
economically destroyed? Of course, from a working-class perspective, things like the
military and weapons production are destructive to the point of insanity, so should
be eliminated. Reducing waste of some sorts may benefit some, while not benefiting
others (for example, if it leads to reduction of waged work time, it may not help
mothers with kids)—so inclusion must be considered when “capitalist wastefulness”
is addressed.

8. The struggles protect and restore ecological health. Struggles facilitate a
healthier, more holistic approach to the planet. For example, battles to save jobs in
industries that foster ecological disaster need to be addressed; there are now and will
be such battles.

Land, air, and water are of crucial importance. Agribusiness, global commodi-
fication, bioengineering, and war lead to pollution, erosion, dams, flooding, defor-
estation, global warming, diminishing diversity, and the death of land and oceanic
ecosystems. In replacing agribusiness as the mode of food production, closer human
relations to food production are to be fostered.

9. The struggles bring justice. Too often, exploiters and oppressors have acted
with impunity. Thus the real criminals must be brought to justice for healing to oc-
cur. Revolutionary justice is bottom up, and new forms of enacting justice should be
consistent with the other revolutionary characteristics, e.g., “No” to capital punish-
ment even for capitalists.

Beyond capital. We have located these characteristics of revolutionary struggles
from our knowledge of histories of struggles (especially in the Americas) and our
own experiences. We do not claim they are definitive, but we do see them as inter-
linked. Our hope is that this necessarily incomplete list of characteristics of revolu-
tionary struggles (since revolutions in their nature will create unforeseen realities
and characteristics) can be remembered to protect our struggles from not being
turned back against us, as has too often happened in the past, and can help create a
world beyond capital.
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CONCLUSION: CRISIS—WAR—REVOLUTION

Revolutionary struggles of the character we described above are undoubtedly being
unleashed in the Crisis. However, there is a terrifying mediator between crisis and
revolution— War—giving a somber edge to our joy.

It would be a pleasant denouement if capitalism simply stops existing after a
long slow process of dissipation and another friendlier mode of production and
subsistence takes its place without anyone noticing. Perhaps for a long time what
we call capitalism might be replaced without the name of the prevailing mode being
changed. After all, there is no logical necessity for huge, terrifying creatures to always
have huge, terrifying endings. Might we not wake up one morning, long after a con-
stant threatening drone has stopped, and say to our mates, “The drone has stopped,”
then go out to meet a new day? Couldn't our capitalist rulers depart as quietly as the
Communist bureaucrats of the GDR in 19897

This kind of ending is possible, but not probable. The system has many indices
and self-sensors (e.g., the revenues derived as profits, interest, rent) with immediate
consequences and alarms for its rulers. A fall in any of these revenues alerts its re-
cipients that something is dramatically wrong, and they will demand action from the
state to return their profits, interest, or rents to an “acceptable” level. Given the often
unspoken but widely shared recognition that such a fall in these revenues is rooted
in a reduced availability of surplus labor and the increased cost of non-human means
of production (due to the ecological struggles), the hypothesis is that this reduction
in the rate of profit needs to be “corrected” by increasing exploitation of workers and
reducing the costs of production (especially of raw materials) by shifting the cost of
ecological regeneration onto the working class.

The previous history of crises indicates that the preferred path to increasing
exploitation and reducing costs directly passes through war, violence, and repression
to terrorize workers and separate indigenous and agricultural people from their at-
tachment to their land and its wealth. Certainly the possibility of an irenic capitalism
was negated in the early 1990s with the initiation of the “fourth world war” (against
people and states that refused the neoliberal New Enclosures) immediately after the
end of the “third world war” (against communist states).

In this crisis too there will be conflicts in a still-to-be-envisioned “fifth world
war,” which will not just involve repetitions of neoliberal wars intended to discipline
a recalcitrant subordinate state into “playing by the neoliberal rules” of world trade
(like the invasion and occupation of Iraq). That is why we began and now will end
this tract on crisis and revolution with the fatal bullet that pierced Alexis Grigoro-
poulos’ youthful body. It eternally reminds us that capitalism in the final analysis is
a cold, violent, and murderous system. Thus, the most important step in planetary
“harm reduction,” while we traverse the trajectory from crisis to revolution, is to
disarm the state and capital as much and as soon as possible.
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Chapter 2

A DISCOURSE ON PROPHETIC METHOD: OIL CRISES AND
POLITICAL ECONOMY, PAST AND FUTURE'

George Caffentzis

“So Foxy Loxy led Chicken Little, Henny Penny, Ducky Lucky, Goosey Loosey, and
Turkey Lurkey across a field and through the woods. He led them straight to his den,
and they never saw the king to tell him that the sky is falling”

—The Story of Chicken Little

I. THE AGE OF CHICKEN LITTLE

here is definitely a sense of crisis in the air and many a Chicken Little is running

down the road to tell the king that the sky is falling. There is a lot to tell! On the
one hand, the Peak Oil zealots are pointing to the “end of the era of cheap oil” and the
beginning of a permanent emergency for a capitalism addicted to an ever-diminish-
ing supply of petroleum. On the other, the housing bubble has burst followed by the
inevitable pain of millions of people whose homes have been foreclosed. Add to this
the collapse of dozens of financial corporations and the efforts of thousands of jittery
bankers trying to calm the even more jittery anxieties of millions of depositors and
stockholders and you get the sense that Nature and Capital are joining forces to write
in bold letters across the social skies: THE END IS NEAR.

People like myself, who have lived through a number of crises “real or fancied,”
are not so easily aroused by the apocalyptic pathos that accompanies the Littles” an-
nouncement. I think back with a superior smile at Marx’s almost childish rejoicing
over the financial crisis of 1857-58 that inspired him to write the glorious midnight
notebooks we now call the Grundrisse. He often wrote until 4:00 aAm in the winter
of 1857-58, fortified by “mere lemonade on the one hand but an immense amount
of tobacco on the other ... so that I at least get the outlines clear before the deluge”
(quoted in Wheen 1999: 227). I treasure the notebooks, but I frown on Marx’s ex-
pectation that a mere financial panic would bring a world-system like capitalism to
the brink of catastrophe. The deluge Marx was expecting then did not come (at least
not for more than a decade). After studying literally dozens of financial bubbles (and
their bursting) and of commodity price explosions (and their crashes)—indeed, since
the 1857-58 crisis also involved the price of gold, there was a meeting of commodity
price and financial bubble then as well—I have become blasé over the prophets of
doom (who were often hoping to make some profit on the side!).

1 This chapter was originally given as a talk at the Left Forum, Cooper Union. New York, NY
on March 16, 2008. It is being reproduced here with permission from the author, in slightly modified and
updated form.
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The themes I have harped on in my writing are that (1) capitalism is not only
crisis-prone but it is also crisis-creative (so whenever one sees a crisis one should
not assume this is a problem for the capitalist class, even though it might be one for
individual capitalists, for a crisis might end by putting the capitalist class as a whole
in a more powerful position), as Naomi Klein has recently reminded us; and (2) the
hope to find a short-cut to go beyond capitalism through Natural limits (whether
it be “Peak Oil” or “Global Warming”) is understandable, but it is misplaced—the
only path for a positive “transition” from capitalism is through a political recomposi-
tion of the working class internationally (Klein 2007; Caffentzis 1992). The problem
with the optimists of either variety is that they tend to disarm the anti-capitalist
movement and can make us vulnerable to dangerous political assumptions. In other
words, I am more concerned about Foxy Loxy’s murderous intentions than Chicken
Little’s inferences from experience, even though, eventually, of course, Chicken Little
will be right!

For all my insouciance, however, my comrades and I knew that a major crisis
of global Neoliberalism was on the agenda long ago. The first sign was “the Asian
financial crisis,” which was ignited by a wage rebellion in the Eastern Asia (South
Korea, Indonesia, Thailand) of the globalization era in 1996 (Midnight Notes 1997).
The subsequent banking crisis echoes in Russia, Argentina, and Brazil and the “dot-
com” equities crash in the US called for a new phase of globalization, often called
the “war on terrorism.” The second crisis was instigated by the military failures of
the US invasions of Iraq and Afghanistan, since they bode ill for a world regime that
required military dominance to back its financial and ideological dominance (with
the dollar the “god of the market” and the universalization of commodification as
the practical maxim). When the unity of the series dollar-market-gun collapsed, a
situation similar to the period between World War I and World War II opened up ...
So you see, I too had my prophetic globe tucked somewhere in my pocket. I just did
not see this awaited crisis around every corner and did not want to play the role of a
gleeful “Chicken Little” that Marx played 150 years ago (Bologna 1973).

It is time, now, for me to take out my prophetic crystal. However, I will not join
Henny Penny and the others on the road to the king. I make no prophesies in this
presentation. I will instead set the stage for the methodological analysis of the many
prophesies concerning the coming crises that will come. My main negative maxims
in this effort are:

. the rejection of “oil and energy exceptionalism,” i.e., the view that oil

and energy are so important for the capitalist system that the “rules of the

commodity” do not apply to them (basic commodities are still commodi-

ties); and

. the rejection of the fetishistic view of oil and energy production as
being classless and workerless. One can read books and books about the
magnates, shahs, and sheiks of the oil world, and books and books about
oil geology but never learn that oil and energy is produced in a class society
by workers (i.e., the oil-producing proletariat) who are involved in a class



62

SPARKING A WORLDWIDE ENERGY REVOLUTION

antagonism with capital at the well head, across the oil regions, along the
pipelines, in the tankers, and in the cities of oil-producing countries. Their
struggle is crucial for world history, but it is rarely mentioned in the his-
tory books. Petroleum fumes apparently produce strange abstractions. The
avoidance of class struggle that would be impossible with coal (where the
struggle of the miners is always front and center) is commonplace for oil!

In this article I will examine the impact of “Oil, Energy, and Environment” on
Political Economy. I will further limit my efforts in “comparative crisisology” today
to the impact of oil prices and the relations of production in the oil industry on the
political economy of Keynesianism and global Neoliberalism. Finally, I will compare
the commonalities of and differences between the crisis now developing and the
main crisis of capitalism that I (and many others still breathing) lived through, i.e.,
the crisis of 1973-1983. In doing so, I will sketch out the role of oil prices and rents
in the general situation of the coming crisis.

In fact, there are many aspects of the present that have an eerie resemblance to
the “energy crisis” of the 1970s. First there is the volatile oil price: on March 4, 2008
“the highest trading price, $103.95 a barrel on the New York Mercantile Exchange,
broke the record set in April 1980 during the second oil shock. That price, $39.50 a
barrel, equals $103.76 today, when adjusted for inflation,” while a year later it hovers
around $50 a barrel (Mouawad 2008). Second is war: the US military defeat in Viet-
nam is echoed in the military quagmire of Iraq and Afghanistan. Third is the ideology
of scarcity and apocalypse: the present anxiety expressed by the Peak Oil enthusiasts
is reminiscent of the Club of Rome’s widely heralded “Limits to Growth.” Fourth
is the monetary anxiety: the dollar’s loss of its hegemonic role in world exchanges
(especially oil exchanges) is similar to Nixon’s cutting of the connection between the
dollar and gold. This last change is further reflected in a golden mirror: the $750 per
ounce peak in 1980 is matched (though not in real terms this time) by the return and
surpassing of its nominal peak (gold would have to reach about $1850 per ounce to
equal its 1980 price adjusted for inflation) in early 2008. I feel I'm in a situation now
that is similar to the one in 1980 when I wrote “The Work/Energy Crisis and the
Apocalypse,” i.e., I knew that a new political economy was on the agenda, but I did
not know yet all of its lineaments.

11. OIL AND THE CRISES OF TWO BOURGEOIS POLITICAL ECONOMIES:
KEYNESIANISM AND GLOBAL NEOLIBERALISM

My general argument is that the oil industry played a crucial role in the crises of both
the political economies of Keynesianism and global Neoliberalism. This should not
be surprising, for oil and its energy substitutes are basic commodities that are essen-
tial in the production of all commodities (including labor power). Consequently, any
specific form of capitalism in this era must be able to integrate the energy branches
of industry, and the dominant political economy must conceptualize and strategize
how this is to be done. Not any kind of integration will do. A particular energy re-
gime must be compatible with and support the prevalent mode of the exploitation of
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labor. Once this integration breaks down and the ruling political economy confronts
too many anomalies and bungles too many struggles, a crisis ensues both on the level
of practice and theory. In this section I will sketch, first, how Keynesianism from the
1940s to the early 1970s was in sync with the international oil industry, and then how
a revolution in the relations of property in the oil industry played such a central role
in the overturning of Keynesianism. I do this because it can provide a reference point
for our analysis of the present crisis and, hopefully, of how it can be resolved with
greater power for the anti-capitalist forces of the planet.

1. KEYNESIANISM AND ENERGY

Keynesianism is many things, of course. Like Marxism, it is closely related to the
life and thought of its “founder,” John Maynard Keynes, and therefore to its founder’s
political and theoretical situation. This is not the place, however, to deal with these
biographical and contextual matters. I will simply refer to a tradition of reading
Keynesianism that emphasizes its class characteristics and therefore is most useful in
analyzing the crisis of the 1970s (cf., Caffentzis 1999; Negri 1994; Cleaver 1979; De
Angelis 2000). Let me present the key elements of this interpretation:

. Keynes (and his supporters) recognized that, since the Russian Revo-

lution, the working class had become a crucial independent variable in the

functioning of capitalism. It was both an antagonist and a motor of capital-

ist development. No longer could it be relegated to the status of “laboring

species” (i.e., defined as a race that works) or a “factor of production,” since

it could step out of the system.

. For Keynes, the wage and therefore the wage struggle has become the
center of capitalism, because it drives effective demand and must be kept
in balance with increases in productivity. The state plays a vital role in this
political economy, i.e., as a homeostatic mechanism interposed between
classes to guarantee the productivity deal between the classes.

. Keynes also realized that “the enormous accumulation of fixed capital
embodied in the assembly-line factories required a proportionate accumu-
lation of capital in the working class (‘human capital as it was called later)”
(Caffentzis 1992: 231).

This energetic conception of the working class and its reproduction is crucial to
recognizing that the main power capital had over workers was in its ability to chart
“technological paths of repression.” It was crucial therefore for capital to have access
to a cheap, dependable source of “counter-energy” that could power the machinery
necessary for the production of what Marxists call “relative surplus value” What
Renfrew Christie summarized long ago as a general condition of capital was even
truer of Keynesianism, “It is only from capital’s need for machines so that it can
win the class struggle, and from energy’s special relation with machines, that energy
receives its particular importance [in capitalism]” (Christie 1980: 13).

The energy regime that was fashioned by the US, the UK, and the “Seven Sis-
ters,” the cartel of British and US transnational oil corporations, was typical of the
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Keynesian period (roughly 1945-1973). The blatant collusion (later tempered into
a “systems analysis” approach) among the major oil companies to set the price of
oil both in the US and internationally was seen as simply the most extreme of these
pricing arrangements found throughout the “monopolized” industries of the US and
Europe at the time. The arrangements (which began as openly cartelistic and then
became covert) made for a very predictable price (on average about $20 a barrel
in real 2008 dollars according to my rough calculation) for a quarter of a century
(cf. Blair 1976 on the “International Control Mechanism”). There were other, less
contractual methods that were used to keep oil “cheap and predictable” in the face
of anti-colonial struggles in the oil-producing regions of the planet. First, for most
of this period, the US oil industry was the world’s “swing” producer, and hence “up-
pity” countries like Iran in 1953 could be isolated and boycotted out of the market, if
need be, with the US making up the difference in supply to support the international
price. Second, if any oil-producing nation’s working class and/or capitalists decided
that they would take control of the oil production on their territory, then they would
face a coup (as with Mossadeq’s efforts in Iran in 1953) or a direct invasion (as in the
case of Roosevelt’s deal with King Saud in 1945 that committed the US to intervene
militarily to defend the Saudi throne).

The Keynesian energy regime that brought together the “Seven Sisters” with the
US and Britain military to organize the “stability” of the oil areas of the world, espe-
cially the Middle East was a crucial part of the larger Keynesian political economy.
This regime—what Leonardo Maugeri calls “The Golden Age of Oil” (Maugeri
2006)—guaranteed a steady supply and low price of petroleum that made it possible
to substitute machinery for labor at a rapid pace, with the added bonus of eliminat-
ing the centrality of obstreperous coal miners in the class struggle of Europe and the
US. Maugeri, in the typical fetishized style of oil commentators, writes:

Oil’s success in fuelling modern economic development brought about the fastest
process of energy source substitution in the history of humankind. As late as 1950,
the chief energy source of the first industrial revolution, coal, still reigned over all
rivals, supplying about 65 percent of world energy needs. But by the mid-1960s, oil
had supplanted coal as energy king (Maugeri 2006: 77).

THE CRISIS OF KEYNESIANISM: 1973-1980.

The crisis of 1973-1980 was one of a whole political economy, it was not “just”
an “energy crisis” It was a crisis of class strategy and theory as well as of unemploy-
ment, rust belts, and austerity budgets. My comrades and I at the time, in trying to
express this point, called it a “work/energy crisis” (Midnight Notes 1979, Caffentzis
1992). What was at stake in the 1970s was a general relationship between classes that
had been built up in the US from the New Deal in the 1930s. True, the dominant
theme of the time was focused on oil and energy issues, especially questions of quan-
tity (were the Club of Rome’s claims correct?), form (was the nuclear-powered or the
solar-powered economy going to be the alternative to o0il?), and price (was there a
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tendency for the secular increase of oil prices?).

We argued at the time that the key issue was that workers internationally (in
the US and Western Europe, as well as in the anti-colonial struggles in the so-called
Third World) were both demanding a wage for the unwaged work they did and were
imposing wage increases (beyond productivity increases) that put capital’s accumu-
lation strategy at risk. The crisis was first and foremost one of work and wages. Its
“energy” aspect was due to capital’s use of energy prices to overcome the struggles
around and against work.

The relation of the “energy crisis” to the “crisis of Keynesianism” is the following:
the class struggle in the US and Europe took the form of a direct wage struggle either
at the factory proper or the “social factory” (by coalitions of waged and unwaged
workers); while the class struggle in the oil-producing areas was an attempt to take
control of the rents and transferred profits that were accruing to the “Seven Sisters”
since the early twentieth century (by coalitions of national capital and the working
class waged and unwaged).

These two simultaneous rebellions of the early 1970s struck at the heart of the
Keynesian universe. The struggle in Europe and North America put into question
the wages/productivity equation that was at the center of the accumulation process.
The one in the oil-producing parts of the former colonialized world was demanding
back its national resources (especially oil, a commodity that was being produced at a
very high level of organic composition, pace Emmanuel!) that had been deliberately
devalued and had been turned into a source of super-profits by the corporations
of the imperialist powers, especially the US and UK. These two polar rebellions,
taking place simultaneously, sabotaged the basic mechanism of Keynesianism, viz.,
responding to workers” struggle in the factories of Detroit for “more money, less
work,” by automating the assembly line using cheap energy provided by a compliant
oil-producing proletariat a world away.

These simultaneous struggles created the specter of stagnation, the stationary
state, and “zero growth” for capital’s theorists. Indeed, if there were political forces
that could have created some kind of “political recomposition” at this time, world
history would definitely have taken a different turn in the 1980s. Certainly, there
was no “International” then that could have achieved (or even thought of) such a
project.

Instead of recomposition, the crisis of Keynesianism brought decomposition for
the working class internationally; the polarity of the very social forces and move-
ments that triggered the crisis of Keynesianism was used against each other. Instead
of creating a crisis of capital, capital turned the crisis against the working class in-
ternationally. The nationalization of the oil-producing companies in many countries
took place in the early 1970s and the imposition of steeper oil rents returning to
the national coffers led to the oil boycott of 1973. OPEC presented itself as the first
commodity trading organization that would realize the dreams of the International
Economic Order and reverse the injustices of centuries of colonialism and imperial-
ism. This vision, however, was translated at the other pole of the Keynesian world as
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a wage nightmare. Unemployment, abandoned factories, austerity budgets, welfare
cuts, the prison-industrial complex, began to take shape in the recessions of the
middle and late 1970s. These signs of working class defeat were all laid at the door of
the “Arabs” or “OPEC? The tools of vilification and the powers of racism were turned
against workers at the other pole of the class struggle.

There was clear evidence that this stage of the crisis (when one crisis-provoking
pole was used against the other) was planned, and the Yom Kipper War boycott met
with the concealed approval of strategists of capital like Henry Kissinger (the Foxy
Loxy par excellence of the time). As Mario Montano wrote long ago: “Behind the
ritualistic position of diplomatic adversaries that the US and OPEC countries neces-
sarily entertain during international bargaining sessions, stands their Holy Alliance”
(Montano 1992: 127). This was the time when the Arab oil sheik was projected to be
a thief of the US workers’ future. Indeed, when the Iranian Revolution in 1979 led to
another spike in the oil price, US workers expressed open hostility to Iranian immi-
grants and students in the streets and campuses of the US. What could have meant a
major crisis for capitalism, however, became a pretext for cutting the wages of work-
ers in Western Europe and North America, while creating an investment flow (then
called “petrodollars”) that was used to make loans to formerly-colonized countries
(imposing a flexible interest rate that the “subprime mortgage” was to emulate in the
early twenty-first century!) that in the 1980s forced them to near bankruptcy and
then, under the pressure of the World Bank and IMF, to neoliberalize their econo-
mies. What a foxy trap!

2. GLOBAL NEOLIBERALISM AND OIL

This trap was successfully sprung and it immobilized worker struggles both in the
First and Third Worlds. Keynesianism, however, had to be abandoned. The “Chicago
Boys” and Neoliberalism took over theoretical and practical hegemony throughout
the planet. This transformation was politically legitimated in the neoliberal regimes
that took power at the end of the oil price crisis in 1979 and 1980, first with Thatcher
in Britain, then Reagan in the US, and then through the “debt crisis” of 1982, the
IMF/World Bank imposition of neoliberal structural adjustment programs (SAPs)
throughout the Third World. These neoliberal regimes both in the “center” and in
the “periphery” of the early and mid-1980s made it possible to set up the political
arrangements that would make for a successful globalization of neoliberal capitalism
on three counts: (1) the working classes of the neoliberalized world gave up on the
Keynesian productivity deal in North America and Western Europe (wages would be
correlated to increases in productivity) and the post-colonial developmentalist deal
in the Third World (import substitution and the creation of a local market would
generate employment); (2) the state was reduced as the place of surplus distribution
(with tax cuts and austerity budgets); (3) the complete destruction of the “Chinese
walls” against the free flow of capital in the form of money, equities, and physical
equipment constructed during the long period from WWTI to the end of import sub-
stitution regimes in the late 1970s.
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Let me comment on each of them and determine their relation to the oil and
energy industry.

In the Keynesian period, the state stopped being the exclusive club of collective
capital and was interposed between the classes (and by a law of dialectics, it was
divided against itself). In the neoliberal era the state abandoned this mediating role.
It had to also abandon its role as the primary overseer of working class reproduc-
tion and regulator of capitalists’ exchanges. The dictatorship of the market was to
prevail. As Massimo De Angelis nicely put it, the state’s job was to impose a practice
of “good governance,” i.e., “every problem raised by struggles can be addressed on
condition that the mode of its addressing is through the market” (De Angelis 2007:
89). The “global” path to Neoliberalism is indicated by the fact that the formalization
of neoliberal policies was the adoption of Structural Adjustment Programs (man-
aged by the central agencies of global collective capital, the IMF and World Bank).
Moreover, the rise of the World Trade Organization with its legal system that made
it possible for corporations to sue sovereign states as standard procedure symbolized

»
>

the triumph of this transformation in the 1990s.

The next feature characteristic of global Neoliberalism was the totalization of
commodification and monetarization (what a Latinate sentence!). The previous bar-
riers to commodification, especially those aspects of life involved in the reproduc-
tion of labor power, were to be battered down. Similarly, the barriers to the free flow
of capital were to be annihilated, letting a tidal flow of hard currency—dollars, yen,
pounds, marks (and eventually euros)—enter into previously unmonetarized parts
of the world-economy. “Financialization,” not industrialization, became the most
obvious feature of global Neoliberalism, so that “hard currency (not labor) is the
measure of all things”

The class nature of the global neoliberal deal is that the winners—those willing
and able to “swim” in the seas of the free market—will receive substantial increases
of income, not wages. (Indeed, wages were displaced as the primary class relation in
the neoliberal economy by “ownership” income like equity in stocks or real estate.)
Workers would be paid either far beyond (if you were neoliberally graced) or far
below (for the majority) their “average individual productivity” The two “prices to
pay” for this opportunity to “play in the field of dreams” is the loss of guarantees
(since every worker was in competition with workers around the world) and the in-
creasing division in the working class both nationally and internationally (since most
workers were either unwilling or unable to “swim”). Inevitably, the neoliberal era
brought about ever-widening wage divisions within the working class (with shining
city centers surrounded by miles of slums), waves of immigrants, and the experience
of “new enclosures,” both in terms of the direct attack on communal land and other
common resources.

For the oil and energy-producing proletariat a corollary of these axioms of a
globalized neoliberal political economy is that the collective ownership (through
the state or through communal rights) of the energy resources (especially oil and
natural gas) of the national territory had to be abrogated. Thus the oil-producing
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proletariat’s rent claims on international capitalism (mediated by the state) were to
be declared null and void, i.e., the birthright of millions was to be sold for a bowl of
spicy pottage. Under the dictate of the new political economy, all moments of the hy-
drocarbon energy cycle producing the most basic of commodities for contemporary
capitalism—from ownership of the subterranean resource to extraction to refining to
shipping—had to be commodified. The rules of the global market had to determine
its oil price (especially since its price included a tremendous transfer of surplus value
from the rest of the system in the form of profits and rents). Thus the oil and energy
regime was to be determined by a commodity market similar to the emerging “spot”
market. No longer could the global economy depend upon deals made on the basis
of a price structure managed either by the Seven Sisters or by OPEC.

THE CRISIS OF GLOBAL NEOLIBERALISM, ITS ENERGY ASPECT

These were the dictates of global Neoliberalism. Though many of them were obeyed
in dozens of Structural Adjustment Programs, those pertinent to the oil and gas in-
dustry were not, i.e., the attempt to undo the nationalizations of oil and energy that
took place largely in the late 1960s and early 1970s, and to dismantle OPEC have
failed, even though the spot market seemed to promise a “neoliberal” solution for
the organization of oil and energy corresponding to the “globalization” of other com-
modities continues to operate. I read the failure to change the property relations in
the oil and gas fields of Saudi Arabia (2001), of Russia (2004), of Venezuela (2002),
of Iran (2007), and especially of Iraq (since 2003), along with many more “minor”
setbacks, as crucial “events” in the larger failure of the neoliberal globalization model
(Caffentzis 2004a and 2004b). For if energy commodities, the most basic of com-
modities, cannot be managed by neoliberal globalized means, this mode of accumu-
lation is a dead letter in the long run.

We must remember that the nations listed above are the largest oil producers
with the largest oil reserves on the planet. Consequently, the inability to shunt Iraq
to a new neoliberal oil track, even when US troops have occupied it for five years, is
a glaring testimony of the US government’s impotence in “managing” the political
terrain. Add to this gigantic failure the stalling of the neoliberalization of the Saudi
gas industry after 9/11, the inability of the US government to protect Exxon from the
Russian state, the failure of the US-supported coup against Chavez, the failure of the
campaign to depose the Iranian state (disguised as an effort to stop the building of a
nuclear weapon), the inability to gain concessions from OPEC on pricing, and one
gets a dismal picture of the US government’s capacity to play the rule enforcer of the
neoliberal global order.

We must also remember that the so-called “minor” difficulties are not minor at
all when added together. Some examples include:

. a long-standing and now armed rebellion of the local inhabitants de-

manding the rights to the petroleum under their feet in the Niger Delta;

. the “gas war” in Bolivia that pitted indigenous peoples against the
expropriation of the hydrocarbons resources of the country;
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. the Zapatista rebellion against the extraction of the oil reserves of the

state of Chiapas, Mexico.

What we are seeing here are flash-points of the “fourth world war” that Sub-
comandante Marcos has so eloquently spoken about. Capital is now driving ex-
ploration and extraction of oil to the “margins” of the world (where communalist
ethics still prevail among indigenous people) and it is confronting a tremendous
communalist resistance. In a hundred different spots of Africa, Latin America, and
Asia, a “petroleum common” is being defended, often by force of arms. As Steven
Colatrella has called it, there is a “political Hubbert’s curve” that is taking shape un-
der the pressure of a myriad of “micro-struggles” between the oil companies and the
indigenous peoples who are imposing a major barrier to capitalist expansion of the
oil industry. The “war of the flea” is so powerful partly because it is not categorized
as a “war” at all!

Not accidentally, this crisis of the oil industry coincides and interacts with a
crisis of the US proletariat, which is seeing its own future in the form of income
“outside” the wage being devastated. The dream of wealth beyond work has been the
proletariat’s since its birth in the “Land of Cockaigne.” With the inability to increase
wages through collective struggle beginning in the mid-1970s and the increase in
employment of women and children as the only way to maintain the family income,
the US proletariat has been trying to find other ways to survive and prosper. These
ways have been increasingly individualistic and parasitic on the market. In the 1990s
many workers hoped to hit it big in the world of the stock market and in the stock
options that were increasingly offered by companies in lieu of wage increases. In
the boom, many became millionaires “on paper” When the “dot com” crash came
in 2000-2001, the dream paper became worthless (and workers suffered more than
capitalists). Almost immediately after the “dot com” crash, however, a housing price
boom began to take off. This boom was also fueled by the neoliberal reorganization of
the credit industry that made swift and unregulated movement of loans for real estate
property possible. The previously-excluded sectors of the working class (blacks, im-
migrants, poor whites) demanded entrance to the so-called “American Dream” and
they got it, but they had to swallow it with a poisoned pill (the sub-prime mortgage).
This boom was pushed to its limits, and also has now crashed, this time with millions
of workers (especially the late comers) homeless and pensionless.

The “class deal” Neoliberalism has offered to the “ambitious” and “energetic”
part of the US working class is now dead. This constitutes a major crisis of neoliberal
capitalism for the working class in the US, whereas the inability of imposing the neo-
liberal deal for the oil industry internationally is a crisis for capital. That is why one
must be very careful in articulating what sense of “crisis” one is using at any moment.
The political question of our day is whether capital will be able to turn the crisis
from itself into a crisis of the working class internationally. The “war on terrorism”
and the “surge in Iraq” have been military/ideological efforts to turn the US work-
ing class’ catastrophe at home into the basis of a renewed effort to accomplish the
goals of neoliberal capitalism abroad. Will capital again be able to do what it did in
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the previous crisis of 1973-1980? Certainly the Bolivarian movement in Venezuela
has recognized the danger that such a possibility poses and has taken some steps to
respond to it through an offer to sell, at a steeply-discounted price, oil to low-income
communities in the US. This provides a model for class solidarity between the two
poles of global Neoliberalism.

If capitalism is able to survive this period, one thing is now clear: a larger state
role will be decisive. Inevitably, neoliberal political economy’s main effort—to take
state power out of the sphere of working class appropriation—will have to be com-
promised. The sovereign wealth funds that are now proliferating across the planet
are signs that the state’s role in investment will be crucial once again in the political
economy of the coming period.

Will this huge planetary surplus (represented by the surplus value transferred
into rents and profits that are being appropriated through oil prices by the states of
oil-producing countries) be invested in a new “energy” regime not based upon the
exploitation of work? Could the feared high price of oil become the lever for a trans-
formation both of the energy and power problem of the planet? That will depend
on whether this time around a relation of solidarity will be forged between the oil
producing and the US proletariats.

This solidarity certainly will not emerge by simply calling for the US proletariat
to stop being oil-consuming “hogs” and transform themselves into solar “angels”
After all, the “down side” of Hubbert’s Curve, in a sense, could be seen as a potential
payback for a century of exploitation, forced displacements, and enclosures. It ap-
pears that the capitalist class is unwilling to pay reparations to the peoples in the
oil-producing areas whose land and lives have been so ill-used. Capital’s resistance
to reparation is suggested by its horror, for example, of paying the Venezuelan state
oil taxes and rents that will go into buying back land that had been expropriated
from campesinos decades ago, and giving it to their campesino children or grand-
children. But Venezuela is just one country. After all, shouldn’t reparations be paid
to the people of the Middle East, Indonesia, Mexico, Nigeria, and countless other
sites of petroleum extraction-based pollution over the last century? Capital wants
to be able to control the vast transfer of surplus value that is being envisioned in the
discussion of a new post-crisis energy regime, it does not want to see the surplus
spent “unproductively,” i.e., in a way that is not functional to accumulation ... like
paying reparations.
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Chapter 3

BUILDING THE CLEAN ENERGY MOVEMENT: FUTURE
POSSIBILITIES IN HISTORICAL PERSPECTIVE

Bruce Podobnik

s the first decade of the twenty-first century draws to a close, concern is growing
Aaround the world about the stability of the global energy system. People from all
walks of life—including students, scientists, corporate executives, and government
officials—are coming to recognize that serious threats are being fueled by conven-
tional energy industries. Wars in centers of oil production in the Middle East are
generating repeated political crises; energy price spikes are having economic rever-
berations; and ecosystem disruptions caused by climate heating are causing devas-
tation all across the globe. Never before has the need for a clean energy revolution,
capable of addressing many of these problems, been so apparent.

Efforts are now underway to draw concerned citizens into a massive, global
movement dedicated to pushing this clean energy revolution forward. Even though
the challenges facing this movement are significant, we can draw inspiration from far-
reaching transformations that were achieved in earlier centuries. Indeed, the histori-
cal record shows that the world’s energy industries have gone through periods of quite
rapid and far-reaching change. This suggests that an even more fundamental change,
toward a more sustainable energy system, can be achieved if a mass movement of
people—from all walks of life and all regions of the world—can be mobilized.

In order to arrive at an understanding of the changes that can be achieved in the
future, it is important to see what has been accomplished in the past. This chapter briefly
describes major shifts that have occurred in the world’s energy systems over the last two
centuries (see my book Global Energy Shifts for a fuller discussion of these events). As
will become clear, social struggles of various kinds have played key roles in these earlier
shifts. We can learn from these earlier struggles, and help strengthen the global move-
ment that is emerging to push for a clean energy revolution in the coming years.

GLOBAL ENERGY SHIFTS IN HISTORICAL PERSPECTIVE

The first modern energy system, based on coal, grew steadily in the nineteenth cen-
tury and reached maturity in the twentieth century. Indeed, coal went from providing
about 10 percent of the world’s commercial energy in 1800 to over 60 percent in 1913.
The second modern energy system, based on oil, expanded much more rapidly. In
1913, oil provided only around 5 percent of the world’s commercial energy. By 1970,
though, oil was supplying around 50 percent of the world’s energy. Natural gas has
also undergone a rapid process of growth, growing from 6 percent of the world’s com-
mercial energy in 1946 to 24 percent in 2000. What is perhaps most remarkable here
is the speed with which huge volumes of energy can be incorporated into the world-
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economy. It is also important to remember that the exponential growth of oil oc-
curred during a time of two world wars and a great depression. Clearly, massive shifts
in global energy systems can take place even in very challenging circumstances.

Not all energy industries have undergone such rapid trajectories of growth, of
course. Nuclear power experienced some expansion in the 1970s and 1980s, but then
it plateaued at about 7 percent of the world’s energy supply. Energy from hydro-
electric facilities, meanwhile, underwent slow growth throughout the twentieth
century—so that, by the year 2000, hydro-electricity was providing about 3 percent
of the world’s commercial energy. Meanwhile, all modern renewable energy systems
(including wind, solar, geothermal, and modern biomass) provided only around one
half of one percent of the world’s commercial energy in the year 2000. This is, of
course, a sobering statistic for anyone concerned with the environmental sustain-
ability of modern societies.

It is important to point out that new energy systems have been superimposed
on top of older systems, which themselves continue to expand. The shift toward in-
creased dependence on oil and natural gas, for instance, has been layered on top of a
still-growing coal system. At some point in this century, however, a deeper shift will
have to be achieved, in which systems based on coal, oil, and natural gas are replaced
by something else. Since coal and unconventional petroleum resources like oil sands
are very plentiful, pressures are already building to shift toward greater reliance on
these highly-polluting reserves. And some are trying to take advantage of climate
heating concerns in order to promote a new generation of nuclear power stations.
With the right social pressures, though, a shift toward cleaner, more environmental-
ly-benign energy systems can be achieved in this century.

If we look at patterns of energy consumption, another important feature of the
global energy system is revealed. Up until the end of WWII, nations in the global
north were relatively self-sufficient in commercial energy terms. Since then, how-
ever, countries in the global south have been exporting energy resources to the north
at a growing rate. This energy trade has intensified long-standing global inequalities
in levels of energy consumption. Currently, the average citizen in the United States
consumes at least five times as much as the world average, ten times as much energy
as a typical person in China, and over thirty times more than an average resident of
India. Even in such major oil exporting nations as Venezuela and Iran, per capita
consumption of energy is less than one-half and one-quarter of the US average, re-
spectively. A starker illustration of these inequalities is reflected in the fact that about
40 percent of the world’s population—over 2 billion people—still have no regular
access to commercial energy products in their homes. One of the central challenges
facing the world in this century will be to ease these patterns of inequality in the
global energy system, which fuel resentment and climate policy paralysis.

The final aspect of the global energy system that must be highlighted is that its
historical evolution has been strongly impacted by mass movements of people, who
have struggled to change the energy trajectories of their communities and nations.
Growth patterns in energy sectors are not dictated by the kinds of resources that
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are found in the ground. Instead, their evolution is driven by decisions made by
governmental officials and corporate executives, and by resistance movements cre-
ated by workers and citizens. As the next section shows, societies have been set on
fundamentally new energy paths because of complex interactions between these dif-
ferent kinds of social conflict. We can learn from these earlier struggles, and increase
our ability to create an effective mass movement on behalf of a clean revolution in
the coming decades.

SOCIAL STRUGGLES AND GLOBAL ENERGY SHIFTS

Dynamics of social contestation have had far-reaching impacts on the evolution of
global energy systems during the last two centuries. Specifically, three dynamics—
those of geopolitical rivalry, commercial competition, and grassroots mobilizations—
have interacted to produce energy shifts that have sometimes been quite rapid and
far-reaching. Let me briefly describe how these social dynamics have interacted to
produce changes in global energy systems over the last 200 years.

Throughout the history of the modern world, nation states have struggled against
each other to win greater geopolitical and economic power. This geopolitical com-
petition has often prompted political leaders to intervene in energy industries, since
access to energy is closely linked to military and economic success. For instance,
governments in Western Europe strongly promoted the expansion of coal mining
after the Napoleonic Wars. As warfare became increasingly industrialized, this state
intervention on behalf of coal intensified. What state agents helped set in motion was
then greatly accelerated by private investments. Indeed, corporate competition to
gain profits in coal-related mining and transportation sectors drove massive invest-
ment booms in new coal systems in the nineteenth century.

Starting in Western Europe, and then spreading to North America and beyond,
public-private synergies fostered the growth of a global energy system based on
coal. In fact, the tremendous expansion the world-economy went through in the
nineteenth century was, in large part, made possible by the global diffusion of this
coal system. However, social dynamics began shifting against coal in the late 1800s,
thereby setting the stage for a rapid and far-reaching expansion of a new global en-
ergy system based on oil in the next century.

Just as oil was emerging as a distinct energy industry, coal mines were shaken
by waves of labor militancy that disrupted operations and undermined confidence in
that established energy system. From the 1880s to the beginning of the First World
War, miners in Western Europe and North America were able to form national unions
and carry out large strikes. During the Second World War and its aftermath, an even
more dramatic wave of unrest swept through coal industries across the world. Coal
miners distinguished themselves as the most militant of industrial workers during
this era. They succeeded in improving wages and working conditions, and their
struggles brought about a reduction in death rates in mines across the world. At the
same time, this militancy had the unintended effect of pushing government authori-
ties and private investors toward greater reliance on emerging oil industries. Overall,
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dynamics of social conflict clearly had the capacity to alter the trajectory of coal and
open a window of opportunity for the expansion of oil.

Similar patterns played themselves out over the next century in the international
oil system. The early consolidation of a petroleum-based industrial regime can be
traced to the 1890s, when a naval arms race between the era’s most advanced states
began. By the onset of the First World War, most leading navies were in the pro-
cess of conversion to oil. Government purchases of oil allowed private companies to
invest increasingly large amounts of capital in new oil-related infrastructures. This
public-private synergy accelerated during the inter-war period, and even more in-
tensely after the Second World War, as military power and economic growth became
ever-more reliant on oil-powered aircraft, vehicles, and ships. The expansion the
world-economy experienced in the second half of the twentieth century was in large
part made possible by the global diffusion of this oil-based energy system.

The combination of increasing social conflict in coal, and growing public-private
support for oil, shifted the world solidly in favor of petroleum in the post-World War II
period. In a time of massive new discoveries of crude oil reserves, shifting toward this en-
ergy resource seemed rational. However, by the 1970s it became clear that over-reliance
on a single energy resource, which was itself increasingly produced by a relatively small
number of nations, exposed the world-economy to a substantial level of peril. The first
major disruption came during the 1970s, when the global oil system was fundamentally
transformed by a wave of nationalizations. Governments in the most important produc-
tion zones of the Middle East and Latin America seized ownership of a huge proportion
of the worlds oil reserves. Strikes by oil workers and mass demonstrations by citizens
helped push political leaders forward on these nationalist campaigns.

Just as an earlier outbreak of labor militancy in coal created space for a shift to-
ward oil, the nationalist shocks that swept through the international oil system in the
1970s created a temporary shift toward more efficient forms of energy consumption
throughout the global north. Indeed, a variety of solar, wind, and other alternative
energy systems went through a first phase of development and commercialization
during this period of turmoil in the international oil system.

Though the threat posed by nationalizations was eventually contained, more in-
tractable threats have emerged in centers of oil production in recent years. Repeated
wars between western powers and Iraq have destabilized the Middle East, while ris-
ing tensions with Iran also pose significant challenges. Meanwhile, groups such as Al
Qaeda are hoping to use new tactics to destroy energy infrastructure and sow unrest
in this key oil region. Just as rising labor unrest in coal had the unintended effect of
accelerating a shift towards oil in the twentieth century, growing social conflict in the
Middle East could have the unintended effect of speeding a transition toward new
energy technologies in the twenty-first century.

Environmental groups have also altered the trajectory of major energy indus-
tries in recent decades. This has been most evident in the case of civilian nuclear
power. After having been heavily promoted by governments and utility companies
during the 1950s and 1960s, a series of nuclear accidents helped spur the creation
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of massive social movements against this energy system in the 1980s. From the US
to the UK, from West Germany to Sweden, and then in the Soviet Union and Japan,
people marched in demonstrations and engaged in acts of civil disobedience against
nuclear power plants and nuclear weapons. The ability of mass movements to con-
tain nuclear power in many countries again demonstrates the capacity of grassroots
mobilizations to alter the evolution of energy industries on a wide scale.

The historical record clearly demonstrates that social struggles of various kinds
have had broad impacts on the evolution of global energy systems. Miners employed
in the most dangerous, exploitative kinds of occupations organized themselves into
unions and transformed coal industries across the world. Citizens and political lead-
ers in oil-exporting nations mobilized against the wealthiest multi-national corpora-
tions in the world, and succeeded in nationalizing huge oil reserves. And environ-
mentalists across the world created mass movements that restricted the expansion
of nuclear power. In each case, mobilization strategies emphasized the creation of
broad coalitions that drew in people from all walks of life, and from all political
backgrounds. Similarly, moderate and radical activists each played important roles
in coal unions, nationalist struggles, and environmental campaigns. These earlier
campaigns can inform and inspire those who are now beginning a new, mass-based
effort dedicated to refashioning the energy foundations of our world.

BUILDING THE CLEAN ENERGY MOVEMENT

The world stands at what is likely to be its last window of opportunity to shift to-
ward a sustainable energy system, and avoid the full impact of the crises being fu-
eled by conventional energy industries. There are some who argue that the trajecto-
ries of global energy systems are hard-wired, and that they cannot be fundamentally
changed. But the historical record shows that social struggles have altered the course
of large-scale energy industries in the past. Although mobilization strategies must be
adapted to present circumstances, there are a few important lessons that can inform
those who are now working to create a clean energy revolution.

The first important historical lesson is that movements that have succeeded in
reshaping large-scale energy industries in the past have relied on the mobilization
of large numbers of people. The coal system, for instance, witnessed the emergence
of strong labor unions in virtually all important mining centers. Massive numbers
of miners marched, went out on strike, and directly confronted company owners
and government agents during their struggles to reform their industries. Similarly,
the nationalist wave that swept through the oil system was propelled forward by
huge demonstrations of citizens and oil workers across the Middle East and Latin
America. And the containment of nuclear power was achieved by similarly large
mobilizations of people in countries all across the global north.

There has been a tendency for those concerned about contemporary energy
dangers to focus on getting government officials, corporate executives, and media
celebrities to acknowledge the crisis. But the historical record shows very clearly that
deep, enduring changes in energy industries require the mobilization of mass social
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movements. We cannot simply wait for visionary politicians to forge the way, though
they will be an important part of the solution. We cannot rely on new energy entre-
preneurs to resolve the crisis, though again they will be crucial allies. And we cannot
be satisfied when a few media celebrities dramatically describe the dangers that are
on our horizon, though their involvement is certainly helpful. Instead, history shows
that we must draw large numbers of people, from all across the world, into a broad
social movement that fights for fundamental change in the global energy system.

The second lesson that can be drawn from the history of social struggles in en-
ergy industries is that it is important to attract citizens from many different political
and ideological backgrounds. In the case of coal, anarchists, socialists, and apolitical
miners were pulled together into broad-based unions that drew strength from their
ideological diversity. Similarly, a wide variety of motivations propelled citizens in
oil-producing countries into mass movements that demanded the seizure of petro-
leum properties. Some were driven by patriotism and nationalism, while others were
anti-western in their orientation, but they all agreed on the need to take control of
the oil in their respective nations. And in the case of the anti-nuclear struggle, a
remarkably diverse movement emerged that included housewives, green activists,
scientists, and many other groups. In each of these earlier campaigns, the creation
of broad, ideologically-diverse coalitions was essential to the rapid expansion and
eventual success of each movement.

Fortunately, the emerging clean energy movement shows signs of following this
ideologically-inclusive, coalition-building strategy. Efforts are underway to draw in
environmentalists, indigenous rights advocates, community organizers, relocalization
activists, and even religious evangelicals. This inclusivity is important, because indi-
viduals understand and respond to different kinds of messages about energy-related
dangers. If the clean energy movement can build a diverse coalition of leaders, each of
whom can speak effectively to constituencies from all across the political and ideologi-
cal spectrum, it will more likely spread deep roots into societies throughout the world.

Just as there is a need to mobilize an ideologically-diverse group of people, the
history of social movements demonstrates that a diversity of tactics must also be
used if fundamental changes are to be attained. In the past, coal miners across the
world made use of a whole range of tactics—including negotiations, boycotts, strikes,
and occasionally violent uprisings—in their efforts to win improvements in their
working conditions and wages. Similarly, the international oil system was rocked
by movements that used political pressure, oil refinery occupations, and attacks on
pipelines as part of the nationalization process. And the anti-nuclear movement used
legal actions, media campaigns, mass marches, and civil disobedience campaigns
to halt the construction of new power stations. Just as in all movements for social
change, synergies that emerged between moderate and radical activists helped each
of these energy-related campaigns significantly transform their industries.

Although it is still in an early phase of development, the clean energy movement
is already demonstrating a willingness to employ a diversity of tactics in its efforts to
transform large-scale energy industries. To a large extent, the tactics that have been
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used reflect the specific context of the struggles. In countries of the global north, the
emphasis has been on mounting media campaigns, trying to change consumer be-
havior, marshaling voter pressure, and developing legislative and legal mechanisms
for enforcing energy reform. In the global south, meanwhile, conflicts have tended to
emerge around hydro-electric dam projects, oil industries, and mining projects—and
they have often escalated from non-violent civil disobedience to violent confronta-
tions between local residents and officials.

If the clean energy movement is to be strengthened as a global movement, then
there is a need to develop moderate and radical tactics that can be used in all regions of
the world. People in the global north need to move beyond their almost total reliance
on moderate strategies, and make use of civil disobedience tactics, if they expect to
contain the growth of coal, oil, and nuclear industries. Citizens of advanced industrial
nations must put their bodies into the struggle, and their lifestyles on the line, if true
change is to be achieved. Meanwhile, people in the global south need better access to
legal mechanisms for containing ecological damage and directing development in ap-
propriate ways. As the Indian Supreme Court has demonstrated, it is possible to forge
legal statutes that begin to address these issues in the global south. These initiatives
need to be expanded across the developing world, so that citizens have new ways to
protect themselves from the impacts of conventional energy industries.

We live at a time when efforts by government officials to forestall catastrophic
forms of climate heating are faltering. And we are witnessing the emergence of corpo-
rate-driven efforts to shift toward greater reliance on coal, unconventional petroleum
resources like oil sands, and nuclear power. There are conscientious public officials
and corporate executives around the world who understand the dangers posed by
these projects, and who would like to move in a new direction. But these elites cannot
enact fundamental energy reforms on their own. We need to build a mass move-
ment that incorporates people from all across the world into a coalition that is firmly
dedicated to transforming the global energy system. Large-scale mobilizations have
succeeded in reforming energy systems in the past, and they can do so again in the
coming years. We can draw inspiration from these earlier struggles, and build our
own mass movement that can bring about a clean energy revolution in our lifetime.



Section 1:

Up Against the Limits: Energy,Work, Nature and Social Struggles

his section explores energy’s role in maintaining and reproducing class and gen-

der relations, relations of production and reproduction.

Energy is a substitute and enhancer for human labor. This means that energy
and human relations are intimately intertwined, with energy playing a fundamental
role in the capitalist division of labor in general. However, the energy sector itself also
has its own specific division of labor. Consequently, the energy system is far from
homogenous. It is rife with inequality, hierarchy, and struggle. In particular, major
struggles exist in relation to ownership, labor conditions, energy access and pric-
ing, and land and ecological conflicts, and also in terms of shaping gender relations.
Hierarchies also exist at the regional level, as different regions have different roles
within the worldwide division of labor associated with the global energy system.

As the world’s division of labor has undergone a profound restructuring in recent
years, a process that is still ongoing, the world’s energy sector, and division of labor
associated with it, has also undergone restructuring. As US hegemony declines, a
process massively accelerated by the current economic-financial crisis, an important
process of interstate realignment and rivalry is getting underway within the inter-
state system. Energy is an important aspect of this process. Natural limits relating
to peak oil and climate change are also becoming an increasingly important and
unnegotiable physical reality. “Nature doesn’t do bail-outs” is becoming an increas-
ingly popular slogan in many countries. Thus, a combination of political, geological,
and climatic factors is rapidly throwing the oil-based system into a major crisis, and
points towards the urgent need to create a new energy system.

A major feature of the restructuring is the antiprivatization struggles that seek
different forms of common, collective, cooperative or public state ownership of
energy resources and infrastructures. These struggles are also frequently linked to
struggles over access, including prices. Affected communities—workers and users of
these energy resources—are at the forefront of such struggles, and often face harsh
repression. Struggles are especially strong within the hydrocarbon and electricity
sectors. Energy resources, infrastructure, and technologies are amongst the most
important means of production for capitalism, as well as being one of its most profit-
able commodities. And, on the other hand, they also provide a fundamental basis
for human life. As such, these struggles over the ownership of energy are part of
the ongoing struggle to determine whether energy is used for satisfying the needs
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of producing for profit in the world market, or to satisfy human needs. Essentially
it is a worldwide struggle over commodification of energy resources per se, and the
degree to which they are commodified. Furthermore, struggles over the control of
hydrocarbon resources can result in a strong collective political force advocating to
not use these fuels in order to combat climate change, while at the same demanding
reparations for providing a revenue base for moving towards building a new, renew-
able energy-based, system.



Chapter 4 |}

MACHINERY AND MOTIVE POWER

Energy as a Substitute for and Enhancer of Human Labor

Tom Keefer

he past several decades have seen a wide-ranging debate over the question of the
Teconomic limits of growth, not only in regards to the scarcity of key natural re-
sources, but also in terms of the stresses being put on the integrity of ecosystems in-
tegral to the continuation of life as we know it on our planet. Many of these concerns
are grounded in concepts belonging to the school of “ecological economics” devel-
oped in the 1960s and 1970s by such thinkers as Nicolas Georgescu-Roegen and
Herman Daly, who articulated a critique—grounded in thermodynamic principles—
of both neo-classical economics and mainstream Marxism. Georgescu-Roegen and
Daly brought attention to the inevitably entropic nature of industrial production and
argued that any industrial economic system based on “drawing down” non-renew-
able low entropy sources of energy and raw materials would ultimately exhaust the
resources it needed or would fall victim to the high entropy pollution and ecological
disruption that it produced.’

The dependence of industrial capitalism on what Elmar Altvater has termed a
“fossil fuel energy regime™ is a perfect example of the problems that Nicolas Georges-
cu-Roegen and Herman Daly outlined, as, in addition to the large amounts of carbon
dioxide released into the atmosphere from the combustion of fossil fuels, increasing
evidence suggests that on a global level, the extraction of conventional crude oil is
reaching a point of peak production and that within the next decade it will begin
an irreversible decline with grave consequences for the industrial order.* With non-

1 Entropy is a measure of disorder within a system. The stocks of fossil fuels and other minerals
that are so essential for industrial society have been concentrated into low entropy deposits by the effects
of millions of years of heat and pressure within the Earth’s crust. Because industrial society feeds off of
the capture and use of these resources, which are then used up and dispersed in the course of production
and consumption, industrialism is inherently entropic and its continued growth inherently undermines
its long-term viability. See Nicholas Georgescu-Roegen, The Entropy Law and the Economic Process. Cam-
bridge: Harvard University Press, 1971 and Herman E. Daly and Alvaro FE. Umana, eds. Energy, Economics,
and the Environment: Conflicting Views of an Essential Interrelationship. Boulder, Colorado: Westview
Press, 1981 for a summary of these perspectives.

2 See Elmar Altvater, “The Social and Natural Environment of Fossil Capitalism” in the Socialist
Register 2007. Halifax: Fernwood Publishing, 2007.

3 One of the clearest expositions of the peak oil thesis can be found in the recent “oil re-
port” by the German Energy Watch Group. It is available at http://www.energywatchgroup.org/Oil-
report.32+M5d637b1e38d.0.html. For one of the clearest arguments concerning peak oil from a thermo-
dynamic perspective see Richard Heinberg, The Party’s Over: Oil, War and the Fate of Industrial Societies.
Gabriola Island: New Society Publishers, 2003. For an assessment of the role of oil scarcity in current
geopolitical conflicts see Michael T. Klare, Blood and Oil: The Dangers and Consequences of Americas
Growing Dependency on Imported Petroleum. New York: Henry Holt & Co., 2005.
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Middle Eastern supplies of natural gas facing their own peak and with alternative
energies unlikely to meet the shortfall of oil and natural gas, global capitalism may
find itself thrown into crisis as shortages of liquid fuels and high energy prices lead to
skyrocketing price increases, disruption of the production and distribution of essen-
tial goods and services, and the sharpening of both global and local class struggles.
Because of the ubiquitous use of oil and natural gas in generating electricity and
heating, supplying fuel and fertilizer for industrial agriculture, and providing energy
for transport, high energy prices will immediately be felt as significant cost of living
increases for much of the world’s population. Moreover, barring the discovery and
widespread application of a new non-carbon-based energy system, the increasing
cost and declining availability of oil and natural gas will encourage a widespread
return to the use of coal and biomass—fuels that release greater amounts of carbon
dioxide and toxic pollutants into the atmosphere than oil and natural gas.

The environmental problems associated with the use of fossil fuels have been
the subject of numerous studies, international conferences, and well-meaning dec-
larations, but to date there has been very little substantive analysis of what the root
causes are of capitalism’s addiction to fossil fuels and why capitalists are so unwill-
ing to undertake the transition to a new energy regime. The failure to adequately
grapple with this question stems from the fact that two of the most important schools
of thought that hold important components of the analytical framework necessary
for this undertaking—ecological economics and Marxism—miss crucial insights
that the other brings to the debate. What is manifestly absent from most ecologi-
cal economist thought is a critique of capitalism as a historically-specific economic
system that is not only based on ever-increasing expansion, but is also compelled to
substitute machinery (and the energy these machines require) for human labor in its
quest to both achieve higher margins of profit and to undercut tendencies towards
working-class self-organization and resistance. Moreover, in failing to recognize
commodified, alienated, and exploited labor as lying at the root of the capitalist
system, the ecological movement has largely been unable to see the intimate con-
nections between preserving ecological diversity and replacing capitalism with an
alternative economic and political order.

For its part, Marxism as a historical movement has paid little attention to the
social, political, and ecological contradictions entailed by the inherently entropic
nature of industrial production. With the notable exception of Marx and Engels, the
Marxist movement has by and large failed to bring an adequate ecological analysis
to bear on questions of capital accumulation and the ecological aspect of working-
class resistance to capital. In a time of potentially catastrophic climate change and
the rapidly approaching exhaustion of easily accessible fossil fuel energy inputs, the
old Marxist perspective that capitalism would develop the forces of production to
a point at which they could be simply appropriated by the working class and used

4 John Bellamy Foster and Paul Burkett are two leading contemporary Marxists who have
done much to remedy this weakness. See their book, Marx’s Ecology: Materialism and Nature. New York:
Monthly Review Press, 2000 and Burkett’s book Marxism and Ecological Economics: Toward a Red and
Green Political Economy. Leiden: Brill, 2006.
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to construct socialism seems increasingly remote. Because of the historic failure of
the international working class to overcome capitalism in the twentieth century;, it is
increasingly possible that by the time capitalism produces the kind of economic and
ecological crisis that will delegitimize it on a global scale, it will have exhausted the
world’s easily available stocks of low entropy fuels and materials, leaving any alterna-
tive mode of production to be built on the ruins of today’s industrial society.

In large part, the ecological blind spot within Marxism stems from the fact
that the Soviet Union, the first society founded on Marxist principles, was forced
by capitalist encirclement and threats of invasion to rapidly build up a fossil-fueled
industrial base along the lines pioneered by developing capitalist economies. After
the ebb of the wave of global revolutionary struggle that followed World War I and
the resulting consolidation of Stalin’s tyrannical regime, many of the progressive
environmental and democratic perspectives within Marxism were disavowed. How-
ever, the fact remains that Marx displayed an ecological awareness far in advance of
many of his contemporaries—and even of many of his critics today—and that many
of his key ideas, especially his conception of the “metabolic” relationship between
humans and nature must become a central part of the framework of contemporary
environmentalism.

In this text I will argue that the analysis that Marx developed in Capital provides
one of the most important starting points for understanding capitalism’s addiction
to fossil fuels and its existence as a global economic system responsible for today’s
ecological crisis. Following Marx’s discussion of the role of machinery in the capital-
ist production process, I suggest that, in its transition from an agrarian form to an
industrial one, capital came to rely on machinery as an indispensable tool to break
workers’ resistance, increase the productivity of the labor it commodified, and to ag-
gressively spread the capitalist system across the world. Because modern machinery
requires a cheap and reliable source of low entropy energy to keep its machines go-
ing, and because there are, at present, no ready alternatives to the fossil fuel energy
regime, the capitalist system has always been dependent on finding and producing
increasing amounts of fossil fuel resources. During the industrial revolution, fossil
tuels provided the means to overcome both workers’ resistance to dispossession and
the very real natural limits of agrarian capitalism. Coal, oil, and natural gas became
the lifeblood of the capitalist system—providing energies that, like labor power, must
be kept coursing through the system lest fixed capital and processes of accumulation
should come to a shuddering halt.

A Marxist analysis of the role of machinery in the development of capitalism,
which is enriched by Georgescu-Roegen’s and Daly’s notions of the inevitably en-
tropic nature of industrial production, provides a crucial framework within which
to situate the problem of fossil fuel dependence, and the likely consequences for the
capitalist system and the alternative modes of production that may follow it. Such
an approach makes it possible to understand the peaking of world oil production
and the beginning of the end of the age of fossil fuels as an epoch-making turning-
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point for contemporary class struggles—a perspective central to understanding and
transcending global capitalism.

288,881

The “colossal productive forces” commanded by the bourgeoisie that Marx and En-
gels referred to in Manifesto of the Communist Party arose not only from capital’s
property relations and the “scientific” exploitation of human labor, but also from
the way in which capitalism appropriated stocks of fossil fuel energy and channeled
them in an ever-increasing flow into the production, consumption, and transporta-
tion processes crucial to capitalist accumulation.® At the root of industrial capitalism
and its astonishing conquest and transformation of the world in the past 250 years
is the fossil-fuel-powered machine. From steam-powered textile factories, locomo-
tives, and steamships, to coal-fired foundries and electrical generating plants, to the
automobile, dishwasher, vacuum cleaner, jet engine, and intercontinental ballistic
missile, fossil-fueled machinery has transformed capitalism and the world we live in.
Fossil fuels—coal, oil, and natural gas—are a rich source of stored up solar energy
that contain huge amounts of readily accessible energy in a portable and accessible
form. And in every year from the first commercial application of the steam engine
in 1715 to the present day, the capitalist world-economy has incorporated an ever-
increasing amount of this fossil energy in its economy.®

It is conventional to view the rise of capitalism and industrial society teleologi-
cally, as an inevitable consequence of scientific rationalism, the declining power of
religion, the influence of the Protestant work ethic, or any number of other “inevi-
table” social and political processes. But this does not explain why an industrial capi-
talism based on fossil fuels first developed in eighteenth century England instead of
in twelfth century China—whose manufacturers used rich coal deposits to produce
more iron and steel than all of Europe did in 1800—or why, when the ancient Greeks
invented steam-powered machinery, they did not apply it to increasing economic
production.” To understand why the growth of industrial capitalism and the wide-
spread use of fossil fuels to power machinery arose in eighteenth-century England
and nowhere else in the world requires an understanding of the historical specificity
of capitalist social relations and the economic laws of motion inherent to capitalism
as an economic system.

Under capitalism, the machine is the predominant means by which human labor
can be displaced from the production process and the best way to make the labor
that remains more productive. In various pre-capitalist modes of production, ruling
elites had little interest in displacing human labor from the productive process, as the
societal surplus appropriated by ruling elites was acquired with the direct applica-
tion of state backed coercive force and not through technological improvements to

5 Karl Marx and Frederick Engels “Manifesto of the Communist Party,” in Karl Marx and Fred-
erick Engels, Collected Works, Vol. 6. New York: International Publishers, 1976: pp. 477-517.

6  Valclav Smil, Energy in World History. Oxford: Westview Press, 1994: pp. 157-222.

7 Barbara Freese, Coal: A Human History. New York: Penguin Books, 2003.
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production. In the feudal societies of Western Europe, strict written and customary
laws determined all aspects of economic production, and innovations in the labor
process were strictly regulated because it was feared that they could create dangerous
social upheavals by displacing workers from the production process.®

The extraction of surplus under capitalism is fundamentally different than in
pre-capitalist class societies, where the surplus was extracted from direct producers
through the political power of the state, or through what Ellen Meiksins Wood calls
“politically constituted property.”® Under capitalism, the surplus is extracted through
economic means, based on the wage labor/capital relationship and not through the
direct coercion of the state (although the state clearly remains present to enforce
capitalist property relations and to put down open revolt from the working class).
Workers are denied free access to the means of production and must sell the only
thing they have—their power to work—to capitalists in order to survive. Capitalists
buy this commodity, what Marx called “labor power;” and by setting it to work in
the production processes that they control, they use it to produce commodities that
are then sold on the market. The source of capitalists’ profit is the fact that over the
workday, the workers’ labor power produces more than the costs of their subsistence
(the wage that they receive) as it creates what Marx calls “surplus value,” which is
appropriated by capitalists as profit.

Because every capitalist is in competition with many other capitalists, and seeks
ever-higher profits to reinvest in production, the key to continued accumulation lies
in increasing the productivity of the labor power purchased from the worker. This
growth in productivity may take place in what Marx called “absolute” terms—by
lengthening the working day and by intensifying the pace of work—or in “relative”
terms, by changing means and methods of production and thereby increasing the
proportion of the worker’s labor time that can be appropriated by the capitalist.
Either way, Marx saw machinery as being fundamental to the increasing of both
“absolute” and “relative” surplus value.'

While Marx identified a number of ways in which machinery could be used to
increase the absolute rate of surplus extraction, because human beings can only be
pushed to a certain level of exhaustion, increasing labor productivity through the
substitution of newer and more sophisticated forms of machinery has been at the
core of the continued development of capitalism and explains its dynamic growth
and expansion. Conversely, the fact that the 12th-century Chinese economy, despite
its technological complexity, did not operate along capitalist lines, explains its “fail-
ure” to take off along European lines."!

Marx outlined three key ways in which machinery was and continues to be cen-
tral to the growth, expansion, and relative stability of labor-capital relations. Firstly,

8  See Ellen Meiksins Wood, The Origin of Capitalism: A Longer View. London: Verso, 2002.

9 Ibid.

10  Karl Marx, Capital Vol. 1., p. 492.

11 See Robert Brenner and Christopher Isett, “England’s Divergence from China’s Yangzi Delta:
Property Relations, Microeconomics, and Patterns of Development.” The Journal of Asian Studies 61, no. 2
(May 2002): 609-662.
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the introduction of machinery increases the productivity of the labor power that the
capitalist has purchased and set to work, which means that, for the same wage and
in the same amount of time, more goods can be produced per worker, thus leading
to greater profits for the capitalist who first introduces this machinery. The increased
availability of the cheaper commodities produced with this machinery has the effect
of lowering the worker’s costs of living and thus the overall cost of labor power on
the market. Because the cost of the means of subsistence has decreased, capitalists
can drive down wages in relative terms, as workers can buy more commodities for
less money. The ultimate effect of this process is that a smaller proportion of the
working day is spent by workers in laboring for their own reproduction, and thus
a relatively greater proportion of time is spent working to produce surplus value
for the capitalist. Secondly, the increase of productivity achieved with the introduc-
tion of machinery displaces workers from their jobs and creates what Marx called a
“reserve army of the unemployed,” which, by acting as a pool of desperate would-be
wage labor, drives down the cost of wages to the subsistence minimum and provides
a cheap labor force for new and emerging branches of industry.'

As well as the two macroeconomic processes described above, Marx argued that
machinery was essential as a tool that could be used by capitalists to break working-
class resistance at the point of production. Because the introduction of machinery
reduced the need for muscular strength as a motive force in production, it allowed for
the incorporation of women and children into the industrial workforce. As capitalism
has expanded to new industrial zones across the planet, it has always relied upon the
super-exploitation of women and children who are more easily disciplined and con-
trolled than their male counterparts. In referring to the British example, Marx noted
that the introduction of machinery and the replacement of male workers by women
and children “at last breaks the resistance which the male workers had continued to
oppose despotism of capital throughout the [earlier] period of manufacture”"?

In addition to its effects in destroying working-class families and pitting workers
against each other, capitalists also introduced machinery in specific circumstances in
order to break strikes and overcome working class self-organization at the point of
production. Conscious of this fact, workers often resisted exploitation by attacking
specific types of machinery that were seen as having been introduced for the express
purpose of breaking their class power. In the 1630s, a wind-driven sawmill near Lon-
don was destroyed by a group of workers who feared the loss of their jobs, while in
1758 the first wool-shearing machine driven by water-power was burned down by
some of the 100,000 people that it had thrown out of work. The Luddite rebellion in
the early 1800s was perhaps the best example of this resistance towards the new fossil
fueled machines introduced during the industrial revolution."

Marx looked at the evidence provided by capitalists themselves in their own
assessments of their production methods and argued that “the steam engine was

12 Karl Marx, Capital Vol. 1., p. 532.
13 Ibid, p. 526.
14 1Ibid, p. 554.
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from the very first an antagonist of human power, an antagonist that enabled the
capitalists to tread underfoot the growing demands of the workers, which threatened
to drive the infant factory system into crisis”'* Indeed, he added, “it would be pos-
sible to write a whole history of the inventions made since 1830 for the sole purpose
of providing capital with weapons against working-class revolt”'* Machinery was
thus a crucial aspect of the process of primitive accumulation and dispossession as
capitalists struggled to overcome and discipline a new industrial workforce against
the old habits of communal solidarity and village living.

The point raised by Marx is an interesting one, for it describes a dialectical
struggle between labor and capital in which class antagonisms play an active part in
the technological development of capitalism. Just as state intervention in the form of
the Factory Acts, which legislated maximum working hours in the factories ended
up benefiting the richest capitalists who were able to invest in new machines to re-
place over-exploited workers, the resistance of workers at the point of production
forced capitalists to invest in new machines to overcome the increasing organization
and class consciousness of workers. As Marx and early capitalists were well aware,
the development of capitalism was not a fait accompli—workers and the dispossessed
were capable of pushing it into crisis through their struggles.

In addition to transforming work processes within established capitalist soci-
eties, the introduction of machinery was decisive in opening up the world to the
dominance of the capitalist mode of production. Modes of production and specific
branches of industry and non-capitalist countries that did not incorporate the use
of machinery were easily overcome by industrial capitalism. Drawing a connection
between economic warfare and the one-sided nature of colonial warfare then forcibly
expanding the world-market, Marx argued that the result of competition between
unequal processes of production “is as certain as is the result of an encounter between
an army with breach-loading rifles and one with bows and arrows.”"” The widespread
use of coal in the British economy led to greatly increased steel and iron output, and
the use of these raw materials revolutionized warfare through the standardized pro-
duction of modern weapons as well as forms of mass transport such as steamships
and railways. This warfare was as much economic as military, since:

The cheapness of the articles produced by machinery and the revolution in the means
of transport and communication provide the weapons for the conquest of foreign
markets. By ruining handicraft production of finished articles in other countries,
machinery forcibly converts them into fields for the production of its raw material
... by constantly turning workers into “supernumeraries,” large-scale industry, in
all countries where it has taken root, spurs on rapid increases in emigration and
the colonization of foreign lands, which are thereby converted into settlements for
growing the raw material of the mother country, just as Australia, for example, was
converted into a colony for growing wool.*®

15 Ibid, p. 563.
16 Ibid.

17 Ibid, p. 578.
18 Ibid, p. 579.
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It is, therefore, that the basis for the successes of Western imperialism and the
domination of the capitalist mode of production throughout the world is funda-
mentally related to the expansion of machine production and its generalization
through all branches of industry. The invention of fossil-fuel-powered machinery
and its application to capitalist labor processes appears as a savior of the capitalist
mode of production and the guarantor of its local and global domination. Without
machinery to increase labor productivity, overcome working-class resistance at the
point of production, and project economic and military might across the world, the
question could be seriously posed as to how agrarian capitalism could have grown
and expanded beyond the ecological limits that constrained it on the British Isles.

While stressing the importance of machine production to the capitalist system,
Marx never suggested that it was technology itself that was the driving force of his-
tory or that changing class relations could be explained by recourse to technological
determinism. As Marx argued, it was not the steam engine itself, but rather the use
of machines under capitalism that had human labor as a motive force, that explained
the development of machinery and the growth of industry under capitalism. Once
production existed under a capitalist framework with machines powered by human
labor power, the logic of capital meant that there would be significant economic re-
wards for any capitalist successful in replacing human labor with a cheaper alterna-
tive. In some cases that alternative was children’s or women’s labor, but ultimately it
was far more profitable to completely drive out human labor as a motive force and
replace it with fossil-fuel-driven machinery. This process occurred not because of the
inevitable growth of more advanced forms of technology, but rather because capital-
ist social relations necessitated the constant improvement of labor productivity.

Marx’s account thus differs from a technological determinist perspective, which
sees technology itself as a driving force of history. Marx recognized the machine and,
in particular, the steam engine as central to the industrial revolution, but he saw this
revolution as having been put into motion by the laws of capitalist accumulation and
its drive to increase the productivity of labor power. As Paul Burkett and John Bel-
lamy Foster point out, the transformation of property relations that heralded the rise

of agrarian capitalism was key to capital’s control of the industrial labor process:
After all, the ability of the capitalist to separate the tool from the worker and install it in
the machine—and the subsequent application of science to the technical improvement
of machinery on the capitalist’s profit-making behalf—presumed that the worker had
already been socially separated from control over the means of production.”

The introduction and application of machinery is thus fundamentally linked to
class struggle, and to extracting surplus value from the working class. Under capital-
ism, technology is not some neutral force that spontaneously develops of its own
accord, but a means by which individual capitals can out-compete their rivals, and a
tool by which capital as a whole can collectively maintain its control over the working
class. Certain technological innovations may result (as they did in Marx’s time) in

19  Paul Burkett and John Bellamy Foster, “Metabolism, Energy, and Entropy in Marx’s Critique of
Political Economy: Beyond the Podolinsky Myth,” presented at a Marxist Sociology session of the Ameri-
can Sociological Association Meetings, San Francisco, August 14-17, 2004, p. 18.



MACHINERY AND MOTIVE POWER 89

the disappearance of whole trades and industries, but the global process remains one
of drawing ever-increasing numbers of workers into the capital-wage labor relation-
ship as the technology of capitalist production advances relentlessly. However, there
is an Achilles” heel to this process of advancement, and that is the finite amount of
fossil fuels on the planet and the thermodynamic limits affecting all forms of energy
appropriation required to power machines.

With the peaking of world oil production, capitalism will face a historic turning
point. Its new short-term strategies of accumulation will be based upon securing the
declining low entropy sources of energy, most of which remain within the Middle
East, and striving to boost production of these resources to allow for continued eco-
nomic growth. If it is to continue to grow, capitalism must shift to some alternative
energy source in a manner every bit as transformative and revolutionary as the move
from biotic energies to fossil fuel energy regime was, and end its dependence on fos-
sil fuels. This source of non-carbon based energy must be cheap, nonpolluting, avoid
contributing to global climate change, and be capable of integration within existing
energy distribution infrastructures. Should capitalism not develop such a source of
alternative energy, we can expect that the climate change feedback loop will be ac-
celerated as coal and biomass are used to replace declining stores of oil and natural
gas. At the same time, international competition for remaining stores of low entropy
oil will be accelerated, and dramatic increases to the cost of living will lead to a global
intensification of local, national, and international class struggles.

As industrial capitalism matures and its machines devour ever-increasing
amounts of non-renewable fossil fuels, a point of crisis will be reached when capital
will no longer be able to externalize its contradictions. This will provide a whole
new set of opportunities for revolutionary forces seeking to transcend the capitalist
economic system. However, it also poses grave dangers and requires a fundamental
shift in how we view processes of economic production. With the depletion of easy
to access fossil fuel reserves and the impacts of global climate change, humanity
will be required to build an alternative to capitalism under conditions of declining
labor productivity and under the solar energy constraints momentarily transcended
by twentieth century industrial capitalism. Consequently, the implications for our
theory and practice are significant, and deserve to be put at the center of any anti-
capitalist revolutionary project.
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Chapter 5 ] Part 1

ENERGY, WORK, AND SOCIAL REPRODUCTION IN THE
WORLD-ECONOMY

Kolya Abramsky

“Energy is the fundamental prerequisite of every life. The availability of energy is a
fundamental and indivisible human right.... It is violated a billion-fold”
—WREA 2005

“From the capitalist perspective, energy is recognized as the fundamental techno-
logical tool for the international control of the working class. First of all, it is a
replacement for labor. Since World War II, capital has increasingly dealt with the
working class on a daily basis by replacing labor with energy.... In its immediate ap-
plication to the process of production, energy frees capital from labor. It follows that
control over the availability and price of energy means control over the technological
conditions of class struggle internationally and also control over economic develop-
ment” (emphasis in original).!

—Midnight Notes

n order to understand the current so-called “energy crisis” and a possible future

“transition to renewable energies and/or post-petrol future,” it is crucial to consid-
er the relations by which human beings produce wealth in the world-economy and
how this labor force is reproduced and subverted over time. It is also important to
consider the specific division of labor that exists within the energy sector, worldwide.
There are two important tasks: a) mapping the worldwide division of labor within the
energy sector, and b) tracing the relations that produce, reproduce, and shape this
division of labor, and identifying how the different parts relate to one another, within
a wider analysis of capitalist relations.

This chapter seeks to identify, and partially answer, three broad questions.

. How does energy relate to labor and its reproduction, at a general
level?

. How does labor operate within the energy sector, specifically?

. How can an understanding of energy and labor contribute to under-

standing current concepts such as “energy crisis” and “transition”?
A few brief words about both energy and labor.

Throughout history, different energy sources have been used at different times
and places and in different combination with one another. There are various energy

1 Midnight Notes, Midnight Oil: Work, Energy, War 1973-1992 (New York: Autonomedia, 1992).,
p. 124.
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sources or sectors, including whale fat, wood, peat, coal, oil, nuclear, wind, solar,
natural gas, biofuels, hydro-electric, and cow dung. Each of these sectors has a spe-
cific division of labor associated with it, and each requires technology to transform
the fuels for use as, for instance, motive force, heat, light, etc. (for example, petrol
and the internal combustion engine, or coal and the thermo-electric power station).
Finally, energy may be more or less commodified.

Labor is understood in the broadest sense of the word, including anyone whose
labor (or land or other natural resources) needs to be harnessed and/or commodified
in order to produce surplus value for capital. It does not prioritize industrial labor in
the factory, nor urban labor over agricultural labor, nor waged labor over unwaged,
nor “free” over “forced” Furthermore, it is based on the premise that real material
hierarchies and conflicts of interest between workers exist. In order for production of
goods and their sale for profit to occur in a continually expanding market, a world-
wide pool of controllable labor must be replenished, reproduced, and expanded over
time. This is known as social reproduction.

ENERGY AS A MEANS OF SUBSISTENCE

Energy is a crucial means of subsistence, due to its importance for food production
and preparation, shelter, lighting, and heating especially. Without it, human life can-
not exist and the generational reproduction process breaks down. If people lack ac-
cess to energy, they have to have access to money in order to buy energy to survive.

As with land and other means of subsistence, the degree of separation between
the energy producer and consumer is of great importance. The more that producers
are separated from their basic means of subsistence, the more they are dependent
on their own waged labor to buy the means of subsistence. Historically, the process
of separating people from their means of subsistence has been necessary to create
a pool of people with no other option than to work for wages, and thus provide the
necessary labor force for capitalist production. Importantly, the degree of separa-
tion that may exist between people and their key means of subsistence, in this case
energy, is neither permanent nor given, but is the subject of an ongoing process of
struggle, conflict, and negotiation. This ongoing process is called primitive accumu-
lation and dispossession.

This poses the question of ownership, control, and access to energy production
and consumption. And, above all, which purposes does energy production serve?
Crucially, is energy produced and consumed to serve the needs of capital accumula-
tion (for which it is a crucial raw material and means of production) or does it serve
subsistence needs for human survival? Fundamentally, these interests are diametri-
cally and structurally opposed to one another, which gives rise to the struggle over
commodification of energy, revolving around whether energy is a resource held in
common outside of market relations, or whether it is commodified in order to sell for
a profit in the world-market. And, to the extent that energy is already commodified,
there is a struggle over the degree to which it has been commodified.

Currently, as is described in the other chapters of this book, common or public
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energy resources, from forests to oil fields, are facing increasing privatization through-
out the world, especially through regional and multilateral free trade agreements,
such as NAFTA, FTAA, or WTO. This is greatly affecting prices and people’s ability to
access reliable sources of energy, regardless of whether it is “clean” or “dirty”

Privatization and the enclosure of common or publicly-owned resources for
profit elsewhere is reminiscent of the enclosure of commonly-owned and managed
woodlands in Europe over the last several centuries, a process that was integral to
the emergence of the European-centered capitalist world-economy. Importantly, it
is forcing people to become increasingly dependent on money, and thus on waged
labor, in order to satisfy their energy needs. As such, it is a crucial part of the pro-
cess of expanding the world-market based on an availability of a worldwide labor
pool. Expansion of the world-market means enclosure of commons—energy being
one of the key commons. Once energy has been commodified, its pricing plays an
important part in social reproduction, in relation to the magnitude of the price and
the issue of who pays for it. Does capital pay for reproducing the labor force that
it uses to extract profits, or is it able to shift these costs onto workers themselves,
both waged and unwaged?

Finally, it is worth saying something about resistance. Next to struggles over
control of land, there is perhaps no area in which such struggles for “commons” are
more central than in relation to the expropriation of common energy resources and
increased energy pricing. The Zapatista uprising in Mexico, ongoing since 1994, is
partly in response to NAFTA’ easing of the over seventy-year-old restrictions on for-
eign ownership of Mexico’s oil. Most recently, in Bolivia, Evo Morales has national-
ized the country’s gas fields. The last decade has also seen major struggles in relation
to electricity privatization throughout the world, including in France, South Africa,
South Korea, and Thailand. Privatization of forests is being resisted throughout the
world, with women playing a leading role in the struggles. Many, if not most, of these
battles have been internationally networked, with specific local struggles inspiring
and informing one another, and with support offered and received through a range
of global networks.

ENERGY RESOURCES EXIST ON LAND

Most energy resources exist in rural areas, and if they are to be harnessed by capital,
that typically means the expropriation of land, or at least its control. Like energy,
land is also a basic means to human survival. The current restructuring of the world-
economy involves companies gaining expanded investment rights over an increasing
geographical scope throughout the world, which undermines the territorial auton-
omy of rural communities. As well, social and environmental constraints on invest-
ment are being removed and ownership is being forcefully transferred from peasants
to capital. So, in addition to a generalized expropriation, land that contains energy
resources is particularly central.

Oil, gas, coal, and uranium exploration and extraction, as well as large-scale
hydro-electric dams are having a major social and environmental impact on
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communities in the vicinity of these activities, which produce major social conflicts
related to land rights, pollution, and (frequently violent) displacement. In relation
to oil, there are struggles over displacement, pollution, and oil company-associated
violence in Nigeria, Colombia, Ecuador, as well as several other countries. Particu-
larly impacted are peasant, indigenous, communities of African descent (in Latin
America), and fishing communities, many of which have communal land ownership
structures intact.

In recent years, tactics used in resisting land appropriation or destruction
have ranged from parliamentary struggles to autonomous community organiz-
ing, street protests, non-violent civil disobedience, and most recently, in Nigeria,
armed struggle and kidnapping of oil company employees. In Colombia, the U'wa
Community even threatened to commit mass suicide in the face of continued ac-
tivities from OXY (Occidental) Petroleum. The construction of the world’s biggest
oil pipeline, the Baku-Tbilisi-Ceyhan (BTC), pipeline has also provoked protest
from land rights and environmental activists, both within the affected countries
and by their international supporters. In Venezuela, indigenous peoples are facing
displacement from coal mining activities from a range of state owned and foreign
multi-nationals. In the US, Navajo communities are being adversely affected in
Black Mesa in Arizona, by the coal giant Peabody Coal. Millions have been dis-
placed throughout the world by the construction of large hydro-electric dams, in
India, China, Brazil, and Indonesia, amongst others. As the nuclear industry gears
up for a renewed expansion, anti-nuclear struggles have also grown in strength,
both in areas where power stations are to be sited, as well as in areas where ura-
nium is mined, such as in Indigenous territories within the USA’s Nevada/Arizona
desert or in the uranium dumps and mines on aboriginal land in Australia. As
with struggles over ownership of energy resources, these and many other struggles
associated with energy-related conflicts over land-use have successfully sought
international allies.

ENERGY AND WORK

In addition to energy providing means of subsistence, and that existing on land, it is
also important for work in general.
. Mechanization has enabled increased productivity of labor—which,
in the context of capitalist relations, means providing the basis for what
Marx calls relative surplus value strategies and wage hierarchy.

. Artificial lighting has lengthened the working day (just as the more
recent spread of information technologies have), which, in the context of
capitalist relations, means providing a material basis for what Marx calls
absolute surplus value strategies.

. Transport has enabled an expanded geographical reach for markets
in raw materials, labor, and commodities, and has reduced the circulation
time of goods, money, and people, etc.
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. Cheap food, shelter, clothing, and consumer goods have lowered

the cost of reproducing a planetary workforce, thus buffering reduction in

wages, and intensifying differences in global wage hierarchies. For example,

cheap food has largely been obtained through the agro-business model im-

posed on the world’s farmers, causing increased food insecurity for many

sections of the world’s population whose land has been expropriated to allow

the land concentration necessary for energy-intensive agro-business model.

This has escalated the ecological crisis due to the fertilizer and pesticides

used, and exposed increasingly large sections of the world's population to

the swing of food prices in the world-market.

As such, energy has played an important role in shaping worldwide class rela-
tions as a whole, not just within the energy sector.

Mechanization is a particularly important process through which energy and
human labor impact one another. The history of energy use is, for better or worse,
a history of human (or animal) labor being replaced or supplemented by outside
energy sources—wood, coal, gas, oil, nuclear power, windmills.

Paradoxically, in the midst of all this “labor saving” technology, no one really
does any less work than they did before. The wage relation that shaped the factory
has not been done away with, nor have the unequal gender roles that shape so many
households been replaced, nor has unwaged labor disappeared. Rather than doing
away with unequal and exploitative patterns of work, energy-intensive appliances,
vehicles, and machines have simply rearranged people’s working patterns and struc-
tures. In fact, the replacement of human beings by machines and robots has often
created huge pools of deskilled and unemployed workers, and has frequently been
met with resistance from workers.

However, it would be wrong to view the replacement of human labor as an un-
intended side effect of mechanization. Throughout the ages, mechanization has often
been introduced precisely in order to replace and subvert human labor—that is, orga-
nized and rebellious human labor that threatens to escape the control of those who
seek to control it, whether they are landlords, factory owners, or agricultural compa-
nies. The Luddites stand out famously here for smashing the looms that threatened
their livelihoods.?

A more recent example of this can be seen in the South African gold mines.
Facing strong resistance from miners in the post-World War II period, the mine
owners invested heavily in mechanization in order to replace workers. This was seen
as the most effective way of breaking class struggle. For every 10 kg of gold produced
in 1950, ten men were employed and 99,000 KWh of electricity used. In 1975, five
men were employed and 180,000 KWh of electricity were used for the same output.’
This pattern has been an especially important element of class relations in the United
States, and will be addressed in a later section.

2 Karl Marx, Capital Vol. 1 (London: Penguin/New Left Review, 1976), p. 554.
3 Peter Norre and Terisa Turner, Oil and Class Struggle (London: Zed Books, 1980).
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All of the above shows the importance of energy to the capital-labor relation in
general, not just within the energy sector itself. Hence, a transition to a new energy
system is of importance not just to labor within the energy sector but to all workers
throughout the world, both waged and unwaged.

LABOR IN THE ENERGY SECTOR

Listen! We ought to be in a wood choppers union! Chop wood for breakfast! Chop
wood, wash his clothes! Chop wood, heat the iron! Chop wood, scrub floors! Chop
wood, cook his dinner!*

This ship is a floating transporter of labor.... About 5 million emigrate to find
work.... It’s got 750 passengers.... You can tell by looking at faces and hands that
many are farmers, country people.... The same poor sods who spent last night out
on the sidewalk.... The same people who are pushed and shouted at.... Who wait in
huddled groups, for some official to deign to notice their existence.... Their faces and
their clothes are the color of the earth. Dark and Brown.’

The commercial energy sector has always involved the labor of many different peo-
ple and geographical locations worldwide, relying on global commodity chains that
operate within the wider context of capitalist relations, relations that are geographi-
cally uneven and hierarchical. Historically, energy sector workers (at least within the
waged sector) and their unions have been well organized both within countries, and
between countries. In May 2006, the International Federation of Chemical, Energy,
Mine and General Workers’ Unions (ICEM), represented approximately 20 million
workers organized in 379 industrial trade unions in 123 countries.®

The fact that energy is a strategic raw material means that energy workers (as
well as workers extracting and producing the raw materials associated with the sec-
tor) are strategically positioned. This has had contradictory effects.

On the one hand, there is a need to ensure high levels of output and to ex-
tract large amounts of surplus from them. This means that the energy sector has
frequently involved highly coercive labor forms, especially in periods of intensified
inter-firm and inter-state rivalry. Examples are numerous and include: coal mines
using forced labor in the African colonies to fuel the rivalry between the European
imperial powers,” and prisoner labor in the post-Reconstruction US South in order
to provide for the US industrialization process.® The period prior to World War II
witnessed a renewed wave of coercion in energy sectors, both in the US New Deal
and in Stalin’s rapid industrialization drive. Nazi Germany, lacking its own source

4 Miner’s wife in the film, by Herbert Biberman, Salt of the Earth (Independent Productions/
International Union of Mine, Mill and Smelter Workers, 1954).

5 Description of a ship transporting migrants for work in the oil industry in the Persian Gulf.
Midnight Notes, Midnight Oil: Work, Energy, War 1973-1992 (New York: Autonomedia, 1992), pp.
67-70. The similarity between this and classic descriptions of slave ships during the Atlantic slave trade is
striking.

6 International Federation of Chemical, Energy, Mine and General Workers’ Unions (ICEM):
http://www.icem.org/.

7 George Padmore, The Life and Struggles of Negro Toilers (Hollywood: Sundance Press, 1931).

8 Alex Lichtenstein, Twice the Work of Free Labor— The Political Economy of Convict Labor in the
New South (London/New York: Verso, 1996), pp. 105-126.
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of oil, used a form of synthetic gasoline. Together with the industrial company IG
Farben, the state set its armies of forced laborers to the horrendous task of producing
this fuel from coal. In the events preceding the 1979 Iranian revolution, striking oil
workers were literally pulled out of their houses at gunpoint and forced to resume
production.” Contemporary examples include migrant labor in the Persian Gulf oil
states. In Colombia, the country with the highest rate of murdered trade unionists
in the world, oil workers have to survive in the face of paramilitary repression. As
will be discussed more thoroughly in a later part of this book, labor conflicts are also
emerging in the new energy sector. Brazilian sugar workers face conditions akin to
slavery as they produce the raw material for US ethanol supplies.

On the other hand, the strategic positioning of energy sector workers has also
given them a robust bargaining power in relation to their employers and govern-
ments (as well as other workers). Worker struggles in the energy sector have fre-
quently resulted in improved conditions and wages, etc., and have also frequently
had a chain reaction effect on the condition of workers in other sectors. Examples
of this phenomenon are also numerous, and include the coal miners in the British
general strike of 1926, and oil workers in the Iranian revolution of 1978-79.

Perhaps the contradictory positioning of energy workers is most visible in oil
workers in OPEC countries. Oil workers™ struggles played an important role in
pushing the price of oil up in the 70s. The consequent high revenues from oil have,
on the one hand, meant that many social reforms have been granted, such as educa-
tion and health care (paid for by industrialization and “development”), but they
have been combined with harsh repression.

UNWAGED LABOR IN THE NON-COMMERCIAL ENERGY SECTOR,
THE PILLAR OF CHEAP REPRODUCTION OF LABOR

It is widely agreed that oil is the energetic bedrock of contemporary capitalism. In a
sense this is completely true—it is certainly the main energy behind the production
and consumption of commodities for the world-market, if we exclude the produc-
tion of labor power, itself an important commodity in the world-market. However, it
is precisely this exclusion of the production of labor that is problematic. Throughout
much of the world, especially in rural areas, people do not satisfy their energy needs
exclusively, or even predominantly, through the commercial use of energy, but rather
through the non-commercial use of dung, wood, and other biomass that provide
heat, lighting, and cooking fuel. More than one third of humanity, over 2 billion peo-
ple, currently rely on these fuels for their daily energy needs. Collection of such fuels
is most commonly done by women and children, as part of “domestic work,” without
access to wages and the (limited) protection that the so-called “formal economy” and
its trade unions, or other organizations, may be able to offer."

It is this “traditional biomass” energy, and not in fact oil, that makes a significant

9 Norre and Turner, op. cit., p. 299.
10 Hugh Warwick and Alison Doig, Smoke—The Killer in the Kitchen: Indoor Air Pollution in
Developing Countries (London: Intermediate Technology Development Group, 2004).
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contribution to maintaining the lives of approximately one-third of the planet’s pop-
ulation, by meeting their needs for cooking, heat, and lighting. As such, these fuel
sources are absolutely crucial for reproducing the worldwide labor force at extremely
low cost.

The labeling of certain energy sources “modern” and others as “traditional”
is based on the unspoken assumption that the current inequalities in the global
energy system can actually be solved through a simple expansion of the existing
system so that the number of losers (“traditional” energy users) is reduced, and the
number of winners (“modern” energy users) increased. However, this is based on
an assumption that those people without access to “modern” energy sources can
actually catch up and access these sources. Yet, it appears as if “primitive” biomass
fuels are not simply an anachronistic anomaly to the “modern world” but, rather, a
fundamental part of its uneven nature, just as non-waged forms of labor are not a
“pre-capitalist” anomaly, but rather a pillar on which waged labor can exist. “Mod-
ern” energy sources and technologies, such as oil, and “non-modern” ones are in
fact related to one another. It seems that perhaps one is the underside of the other,
and that oil cannot exist without the biomass. The complement and essential pillar
of commercial energy in the world-market is non-commercial energy combined
with non-waged labor.

THE USA—A COUNTRY OF “CHEAP ENERGY" AND EXPENSIVE LABOR

Let us turn to the USA, the biggest per-capita energy consumer in the world. The
USA has utterly subordinated the rest of the world to its own energy—especially
oil—needs. Two parallel pictures emerge: one of absolute selfishness and insensitiv-
ity to the energy needs of the rest of the world, and another of extreme vulnerability
and dependence. Why has the US economy and population become so dependent on
oil from around the world? And what are the effects of this dependency?

“Cheap” energy has been a fundamental pillar of post-World War II economic
growth and hegemony in the USA. Access to abundant energy sources has been cru-
cial to ensuring social peace within the USA, both within industrial and agricultural
production, and in relation to the reproduction of basic subsistence for the country’s
workforce.

If labor is expensive and hard to control, one of the most successful strategies
that landlords, corporations, and employers can adopt is to simply replace human
beings with machines and robots, and subject workers to controlling and divisive
discipline. Both tactics squeeze more labor out of workers in a shorter time period,
thus intensifying their work. This was an important factor in the automation of the
car factories in Detroit in the 1950s, a process that followed on the heels of a series of
major strikes in the sector. Automation itself sparked numerous organized struggles
by organizations such as the Dodge Revolutionary Union Movement (DRUM) and
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the League of Revolutionary Black Workers." Black workers bore the brunt of these
changes and disparagingly dubbed the process “niggermation.” By 1970, the manu-
facturing sector of the US economy used 66 percent more energy, but only 35 percent
more labor than it had in 1958."

Cheap energy has also been essential to reducing the costs of living, in terms of
food, shelter, clothing, and transportation. In other words, it has been essential for
reducing the cost of reproducing the labor force, thus increasing capital’s share of the
surplus. Social unrest has been contained by facilitating high levels of consumerism
that directly improve standards of living.

Consequently, in the US, capital’s collective strategies to control labor, through
the twin processes of mechanization and high levels of material consumption re-
quire abundant sources of cheap energy. Or, more accurately, they at least require the
ability to control energy flows and prices. Energy prices, far from being inevitably
decided by the so-called “invisible hand” of pure supply-and-demand, are in fact
highly political.’* Expensive energy can, at times, be useful for controlling the terms
on which humans work. In the multiple and interconnected crises of the 1970s (po-
litical, economic, financial, energy, food, etc.), when social struggles were strong, a
direct attack on labor (including wage cuts) would have been very difficult without
provoking fierce resistance. A planned hike in energy (and food) prices was a highly
effective indirect attack on wages in the US, as well as globally, since rising energy
costs also meant a rise in the cost of living.

There are great problems, inequalities, conflicts, and vulnerabilities associated
with the current US energy system, and in particular Big Oil. Yet it is merely a part
of a bigger, and highly stratified, global energy system. These problems and inequali-
ties are likely to become increasingly visible as global energy prices rise, and as new
energy sources start to replace oil.

CONCLUSION—TRANSITION, CLASS STRUGGLE, AND UNCERTAIN OUTCOMES

The twentieth century, especially in the post-World War II period, saw “expensive la-
bor” and “cheap energy” go hand in hand with one another. This has been an integral
factor in preventing and containing class struggle throughout the world, especially
in the US, where it was an essential component of US hegemony. Now, some kind of
major global energy shift is certain to occur. The question is no longer whether a shift
will occur, but rather what kind of shift it will be, based on which technologies? Cru-
cially, on whose terms will the process be, and to what ends? And, above all, who will
reap the benefits and who will pay the costs? What might the relationship between

11 Dan Georgakas and Marvin Surkin, Detroit: I Do Mind Dying: A Study in Urban Revolution
(Boston: South End Press, 1975); Stewart Bird, Rene Lichtman, and Peter Gessner, in association with the
League of Revolutionary Black Workers, Finally Got the News (Detroit: 1970); Charles Denby, Workers
Battle Automation (Detroit: News and Letters Pamphlet, 1960); Charles Denby, Indignant Heart: A Black
Worker’s Journal (Boston: South End Press, 1989).

12 Midnight Notes, op. cit., p. 124.

13 An interesting discussion of the political nature of prices including energy prices, though un-
related to the USA, can be found in Bruno Ramirez, “The Working Class Struggle Against the Crisis: Self
Reduction of Prices in Italy;” Zerowork, 1, 1975.
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workers in the renewable and non renewable energy sectors be? Who will be able to
harness the labor necessary for production (as well as the knowledge, raw materials,
and money)? How will changes in the energy sector change the relations between
capital and labor, and between waged and unwaged labor forms?

As existing energy supplies becomes more expensive (in monetary, social,
political, and ecological terms), there is likely to be a corresponding effort on the
part of capital to cheapen labor (not just in terms of reducing wages, but also other
costs of labor, especially shifting the cost of reproducing the world’s labor force onto
unwaged, and predominantly women’s, work). And, if energy prices rise suddenly
rather than gradually, we can also expect the assault on labor to be equally rapid and
sudden. Given that cheap energy has been essential for reducing the costs of repro-
ducing labor, who should pay the increased costs of reproduction? Will capital be
able to shift the increasing costs of reproduction onto workers (especially unwaged
domestic and agricultural labor, predominantly carried out by women) in various
parts of the world? Or will workers refuse to accept this?

These conflicts are likely to be especially acute in the USA, where escalating
labor costs have, at least partially, been kept at bay with cheap energy. The twin strat-
egies outlined above have converted large (and dominant) sectors of the US working
class into extremely big consumers of energy relative to the rest of the world. This
has been an essential part of controlling worker struggle. Consequently, workers in
the US are incredibly vulnerable to the massive changes that are currently underway
in the world’s energy system. Without preparation, it is likely that they will suffer an
enormous and rapid assault, which could foreseeably result in a resurrection (albeit
in new circumstances) of forms of labor that had been virtually abolished in the
energy-rich countries of the global north—especially in the USA. This is especially
likely if the US starts to “reindustrialize” in the wake of the world economic crisis,
this time on the back of a battered work force. One has only to look to the streets,
fields, and kitchens of India, to see the working (waged and unwaged) and living
conditions that flourish when commercial energy is expensive and scarce, and labor
is both plentiful and cheap.

On the other hand, there is the renewed worldwide class struggle within the
worldwide division of labor as a whole, not just the energy sector. Given that cheap
energy inputs have been so important for containing class struggle in the US, the ris-
ing cost of energy can make US capital vulnerable to renewed class struggle, rooted
in the rising cost of living, which capital will attempt to push on workers, and the fact
that it will become increasingly costly for capital to implement one of its most tried
and tested mechanisms for containing class struggle, namely mechanization.

Not only is the question of class struggle in the US of crucial importance here,
but also the issue of whether new global growth centers, such as China and India,
will be able to harness energy (of whatever sort) in the same way as Britain and the
US were able to do in order to control class struggle and become hegemonic powers
in the world-system.
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Considerations of the capital-labor conflict that are central to a discussion of
energy add a considerable element of uncertainty to any discussion of energy crisis
and transition. This invites cautious speculation about the extent to which renewable
energy will provide a material basis for either the continued expanded reproduction
of capitalist social relations or for the construction of non-capitalist social relations
of production and reproduction, especially in the long term. There are no obvious or
inevitable answers to these questions. They are not technical questions, but political
ones. And, while there is plenty of room for more exploration of these questions, they
are not fundamentally research questions. The answers lie with the concrete histori-
cal evolution of the energy sector, capitalist relations in the world-system, and the
outcome of the intertwined struggles that shape these processes. This chapter has
focused on the fossil fuel energy economy, and has not discussed the globally expand-
ing renewable energy sector. However, as will be described in later chapters in this
book, struggles are also shaping up in these other sectors. It is likely that we are only
in the very early phases of a period of very intense energy-related struggles. There is
an urgent need to appreciate the open nature of the “energy crisis” and its “solutions,”
in order to actively prepare for and participate in the struggles that these entail.
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PEAK OIL

Past, Current, and Future Scenarios'

Energy Watch Group

rude oil is the most important energy source in global terms. About 35 percent
Cof the world’s primary energy consumption is supplied by oil, followed by coal
with 25 percent, and natural gas with 21 percent (WEO2006).* Transport relies on
oil for well over 90 percent of its energy needs, be it transport on roads, by ships,
or by aircraft. Therefore, the economy and the lifestyle of industrialized societies
relies heavily on the sufficient supply of oil, moreover, probably also on the supply
of cheap oil.

Economic growth in the past has been accompanied by rising levels of oil con-
sumption. However, in recent years growth in the supply of oil has been slowing and
production has now reached a plateau. This is happening despite historically high oil
prices. It is very likely that the world has now practically reached peak oil production
and that world oil production will soon start to decline, and the rate of decline is
probably beginning to increase. The point in time when the maximum rate of global
petroleum extraction is reached is known as “peak oil”

Because of the importance of oil as an energy source, and because of the difficul-
ties of substituting oil with other fossil or renewable energy sources, peak oil will be
a singular turning point. This will have consequences and repercussions for virtually
every aspect of life in industrialized societies. Because the changes will be so funda-
mental, the whole topic is not popular. Colin Campbell put it this way: “Everybody
hates this topic but the oil industry hates it more than anybody else”

However, as facts cannot be ignored indefinitely, public perception is also
changing. Although the possibility of peak oil is now more frequently referenced
in the media than it used to be, it is still regularly and ritually dismissed as being
only a “theory” This is a signal that the conventional ways of explaining what is
actually happening are obviously failing. The oil industry is now admitting to the
fact that the “era of easy oil” has ended. And the International Energy Agency (the

1 This extract is from the Energy Watch Group report “Crude Oil: The Supply Outlook,” EWG-
Series No 3/2007, October 2007, authored by Dr. Werner Zittel, Ludwig-Bolkow-Systemtechnik GmbH
and Jorg Schindler, Ludwig-Bolkow-Systemtechnik GmbH. The complete report is available for download
at: http://energywatchgroup.org/fileadmin/global/pdf/EWG_Oilreport_10-2007.pdf.

The extract included here was prepared by Thomas Seltmann at the Energy Watch Group, for the
purpose of this book, and they have kindly agreed to include it under the general Creative Commons Li-
cense. However, the main report is protected by © Energy Watch Group/Ludwig-Boelkow-Foundation.

2 Our report was made in 2007, so quotes from the International Energy Agency’s World Energy
Outlook refer to the 2006 issue. Data from newer issues does not change the evidence of our reports or this
chapter.



PEAK OIL 103

intergovernmental organization of the twenty-eight OECD nations and energy policy
advisor to them), in stark contrast to its past messages, now warns of an imminent
“oil crunch” occurring within a few years.

The purpose of our report is to give some background information for under-
standing the concepts and data relevant for the assessment of the future supply of
oil. This is the basis for detailed projections of future world oil supply up to the year
2030.

Last, but not least, future developments will be affected by so many different fac-
tors, such as geology (frequently referred to as “below ground” factors) and econom-
ics and politics (“above ground factors”), that the setup of scenarios is as much an art
as a science. However, it appears that “geology” is now dominating economics and
politics, with geological limits now defining the upper limit of the future possible
supply. Economic and political factors can only further constrain this boundary. The
bandwidth of uncertainty is rapidly getting narrower.

Only oil that has already been found can be produced. Therefore, the peak of
discoveries that took place a long time ago, in the 1960s, will some day have to be
followed by a peak of production. After peak oil occurs, the global availability of oil
will decline year after year. There are strong indications that world oil production is
already near its peak.

1. KEY FINDINGS

“PEAK OIL IS NOW"

For quite some time, a hot debate has been going on regarding peak oil. In-
stitutions close to the energy industry, like CERA (Cambridge Energy Research
Associates), are engaging in a campaign that seeks to “debunk” the “peak oil
theory” Our report is one of many by authors inside and outside ASPO (As-
sociation of Scientists for the Study of Peak Oil) showing that peak oil is any-
thing but a “theory” It is real and we are witnessing it already. According to
the scenario projections in this study, world oil production peaked in 2006.
This study places peak oil a few years earlier than other authors (e.g. Campbell,
ASPO, and Skrebowski) who are, nonetheless, also well aware of the imminent oil
peak. One reason for the difference is a more pessimistic assessment of the potential
of future additions to oil production, especially from offshore oil and from deep sea
oil, which is due to the observed delays in announced field developments. Another
reason is the earlier and greater declines that are projected for key producing regions,
especially in the Middle East.

The most important finding is the steep decline of oil supply after peak occurs.
This result—together with the timing of the peak—is obviously in sharp contrast
to the projections the IEA made in their 2006 WEO reference scenario. However,
the decline is also more pronounced compared with the more moderate projections
made by ASPO. Yet, this result conforms very well with Robelius’ recent findings in
his doctoral thesis. This is all the more remarkable because a different methodology
and different data sources have been used.
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The global scenario for the future oil supply is shown in Figure 1 below.
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Figure 1: Oil production world summary

The projections for global oil supply are as follows:
. 2006: 81 Mb/d

. 2020: 58 Mb/d (IEA: 105 Mb/d)*

e 2030: 39 Mb/d (IEA: 116 Mb/d)

The difference between these projections and the IEA’s projections could hardly
be more dramatic.

A regional analysis shows that, apart from Africa, all other regions show a de-
cline in production in 2020 relative to 2005. By 2030, all regions show significant
declines relative to 2005.

Three examples of regional results for key producing regions are given below.*
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Figure 2: Oil production in OECD Europe

The projections for the oil supply in OECD Europe are as follows:
. 2006: 5.2 Mb/d

e 2020: 2Mb/d (IEA: 3.3 Mb/d)®

3 Since IEA gives data only for 2015 and 2030, those for 2020 are interpolated; these data include
processing gains.

4 Since IEA gives data only for 2015 and 2030, those for 2020 are interpolated.

5  For this comparison 2.3 Mb/d crude oil and 25 percent of OECD NGL are added.
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Figure 3: Oil production in OECD North America

The projections for the oil supply in OECD North America are as follows:
. 2006: 13.2 Mb/d

e  2020: 9.3 Mb/d (IEA: 15.9 Mb/d)’
e 2030: 8.2 Mb/d (IEA: 15.9 Mb/d)®
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Figure 4: Oil production in the Middle East

The projections for the oil supply in the Middle East are as follows:
. 2006: 24.3 Mb/d

e  2020: 19 Mb/d (IEA: 32.3 Mb/d)’
e 2030: 13.8 Mb/d (IEA: 39.6 Mb/d)®

6  For this comparison 1.5 Mb/d crude oil and 25 percent of OECD NGL are added.

7 For this comparison 8.6 Mb/d crude oil, Canadian tar sand, and 75 percent of OECD NGL are
added.

8  For this comparison, 7.8 Mb/d crude oil, Canadian tar sand, and 75 percent of OECD NGL are
added.

9  28.3 Mb/d crude oil and 4 Mb/d NGL.

10  34.5 Mb/d crude oil and 5.1 Mb/d NGL.
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This is the region where the assessment in this study deviates most from the
projections made by the IEA.

2. FUNDAMENTALS

Observing oil production’s history, which now extends over more than 150 years, we
can identify some fundamental trends:

. Virtually all the world’s largest oil fields were discovered more than
fifty years ago.

. Since the 1960s, annual oil discoveries have tended to decrease.

. Since 1980, annual consumption has exceeded annual new
discoveries.

. Until now, more than 47,500 oil fields have been found. However,

over 75 percent of all the oil ever discovered is contained in just 400 of the
largest oil fields (1 percent of all fields).

. The historical maximum of oil discoveries must be followed, at some
point in the future, by a maximum level of oil production (the “peak”).

3. UNDERSTANDING THE FUTURE OF OIL

In this section a few basic concepts are introduced in order to better understand the
patterns that govern the future availability of oil. These considerations are the basis
for the supply scenarios in subsequent parts of this text.

First, the concept of “reserves” is explained, as well as how it is used by different
players. Then, the history of discoveries and the history of oil production are briefly
described. Typical patterns of oil production over time and the influence of techn-
ology are also discussed.

3.1RESERVES

DEFINITIONS:

Oil reserves are primarily a measure of geological and economic risk—of the
probability of oil existing and being producible under current economic conditions
and using current technology. The three categories of reserves generally used are
proven, probable, and possible reserves.

Proven Reserves: defined as oil and gas that is “Reasonably Certain” to be produc-
ible using current technology at current prices, and with current commercial terms and
government consent. This is also known in the industry as 1P. Some industry specialists
refer to this as P90, i.e., having a 90 percent certainty of being produced. Proven reserves
are further subdivided into “Proven Developed” (PD) and “Proven Undeveloped”
(PUD). PD reserves are reserves that can be produced with existing wells and perfora-
tions, or from additional reservoirs where minimal additional investment (operating
expenses) is required. PUD reserves require additional capital investment (drilling new
wells, installing gas compression, etc.) to bring the oil and gas to the surface.
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Probable Reserves: defined as oil and gas that it is “Reasonably Probable” will
be produced using current or likely technology at current prices, and with current
commercial terms and government consent. Some industry specialists refer to this as
P50, i.e., having a 50 percent certainty of being produced. This is also known in the
industry as 2P or Proven plus Probable.

Possible Reserves: defined as “having a chance of being developed under favor-
able circumstances” Some industry specialists refer to this as P10, i.e., having a 10
percent certainty of being produced. This is also known in the industry as 3P or
Proven plus Probable plus Possible.

THE DIFFERENCE BETWEEN DISCOVERIES AND RE-EVALUATIONS
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One of the prominent set of statistics existing in the public domain is the BP Sta-
tistical Review of World Energy (BP 2006). The oil reserve statistics refer to proven

reserves and their development is shown in Figure 6 below.
Figure 5: Development of proved reserves of oil worldwide according to public domain statistics

Figure 5 shows an overall growth of proven reserves during the last decades
(from 600 Gb in 1973 to about 1,400 Gb in 2006). Since consumption of oil also has
increased considerably in this period, this is widely seen as a strong indication that a
supply problem is not imminent.

The significant rise of proven reserves in the past occurred within a few years
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(1987-1989) and is confined to few countries. In this period, reserves increased by
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40 percent—from 700 Gb to more than 1,000 Gb. This increase was entirely due to
increases in OPEC countries. The latest increases, in 2006, of 163.5 Gb (sic!), account

for Canadian tar sands. The details are shown below.
Figure 6: Development of proved reserves of oil in OPEC countries according to public domain statistics

All major OPEC oil-producing countries increased their reserves considerably,
despite the fact that there were no corresponding new discoveries reported in this
period. The reason given for the re-evaluation of reserves was that the reserve assess-
ments in the past were too low. To a certain extent this may well be justified, since
before the oil industry was nationalized in these countries, private companies may
have had a tendency to underreport reserves for financial and political reasons.

However, there were also other reasons. OPEC production quotas are set ac-
cording to reserves and also other factors. Therefore, each country had an incentive
to defend their quota by keeping up with reserves. OPEC’s real reserves are not trans-
parent, especially since reserve estimates have not been adjusted since then, despite
significant production levels. In this context, critical observers speak of “political
reserves.”

At any given point in time, reported reserves are the result of:

Reserves (as reported at the start of last period)

+ Re-evaluation of existing reserves (in last period)
+ New discoveries (in last period)

- Production (in last period)

= Reserves (as of date)

In published statistics, the individual elements of the reserve calculation de-
scribed above are, in most cases, not transparent. However, without this information,
it is very difficult to assess the quality of reserve data.

It is frequently the case that revisions about field reserves are made due to earlier
under-reporting. This guarantees that proven reserves reported increase year by year,
thus hiding the real situation regarding new discoveries. This is a common practice
used by private oil companies when reporting the size of reserves. During the lifetime
of a producing field, the initially-estimated proven reserve is re-evaluated several
times and is finally very close to the value that, at the beginning of the process, was
internally known as the P50 reserve.

Also, with the help of these systematic upward revisions, it becomes possible to
hide years of disappointing exploration results, and the quantities that have already
been produced are smoothly replaced in the company statistics. This accounts for the
fact that oil reserves have almost continuously increased for more than forty years,
though each year large quantities were removed through production. The reserve
figures used in financial contexts and shareholder meetings are thus completely dif-
ferent from those that address the question of how much oil has already been found
and how much oil will still be found.

The main reason, however, for world reserves apparently remaining unchanged
year after year is the reporting practice of state-owned companies. More than
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seventy countries have reported unchanged reserves for many years, despite sub-
stantial production.
World oil reserves are estimated to amount to 1,255 Gb, according to the indus-
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try database (IHS 2006). There are good reasons to modify these figures for some
regions and key countries. This leads to a corresponding EWG estimate of 854 Gb.
The greatest differences in estimations are for the reserve numbers for the Middle
East. According to IHS, the Middle East possesses 677 Gb of oil reserves, whereas
the EWG estimate is 362 Gb.

Figure 7: World oil reserves (EWG assessment)

Proven and probable reserves of crude oil are an important factor in determin-
ing future production possibilities (whereas looking solely at proved reserves will
always be misleading). However, proven and probable reserves are but one factor,
and other determinants are equally important. Many assessments that rely solely on
reserve data tend to overlook relevant facts. Apart from that, reserve data for many
major oil producing regions are not very reliable.

3.2 DISCOVERIES

When trying to assess the amount of oil that can still be expected to be discovered
in the future (“yet to find”), the statistics on proven and probable reserves discussed
above are obviously not very helpful. The same is true for the assessment of their future
production potentials. For these purposes, an analysis of past discoveries (measured
as proven + probable reserves) and related production profiles is far better suited.
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Figure 8 below shows the oil discoveries annually since 1920 and also the an-
nual production rates (IHS Energy 2006). Past discoveries are stated according to best
current knowledge (and not as the reserve assessments at the time of discovery)—a
method described as “backdating of reserves.” Therefore, the graph shows what “re-

ally” was found at the time and not what people thought they had found at the time.
Figure 8: History of oil discoveries (proven + probable) and production

Since about 1980, annual production exceeds annual new discoveries. This is
obviously not sustainable. The peak of discoveries must eventually be followed by a
peak of production.

Figure 9 shows the long-term trend in discoveries: the big oil fields were found
quite early on—in 1938 the world’s second largest field, Burgan (32-75 Gb), was
found in Kuwait; in 1948 the world’s largest field with 66-150 Gb, Ghawar, was
discovered in Saudi Arabia (Robelius 2007). Today, more than 47,000 oil fields are
known. However, these two largest fields, between them, contain about 8 percent
of all the oil found to date. Subsequently, thanks to better exploration technology,
many more fields have been discovered in many parts of the world, the high point
of discoveries occurring in the 1960s. The average size of new discoveries, however,
has been declining over the years. Even higher oil prices in the wake of the oil price
crises in the 1970s were unable to reverse this trend. One important lesson can be
learned: contrary to the assumptions of many economists, no empirical relation ex-
ists between the price of oil and the rate of discoveries.

At the end of the 1990s, there was a new increase in discoveries. This was due to
exploration successes in the deep offshore regions in the Gulf of Mexico, off Brazil
and off Angola, as well as the discovery of the 6-10 Gb Kashagan field in the Caspian
Sea. Meanwhile, deep sea exploration seems to have already peaked and discoveries
are once again declining.

2,500

2,000

[Gb]

The difference between the history of proven reserves (the view preferred by
“economists”) and the history of proven + probable reserves (the view preferred by
“geologists”) is shown in Figure 12 below. The different views show opposing trends:
proven reserves look as if they can stay constant or even grow in the future, whereas
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proven + probable reserves are steadily approaching a limit, with the possibility of

perhaps eventually finding 200-300 Gb at some point in the future.
Figure 9: History of proven reserves, proven + probable reserves, production, and remaining proven +

probable reserves

A possible criticism of the cumulative curve showing proven + probable reserves
is the fact that re-evaluations of past discoveries are included, but possible future
re-evaluations are not accounted for. Therefore, future reserve assessments might
lead to an upward shift of the curve. Although this criticism is a valid one, it will not
affect the estimate of the amount of yet-to-find oil, nor will it affect possible future
production profiles much.

When subtracting the cumulative production from the cumulative proven +
probable reserves, one gets the history of remaining reserves. Remaining reserves
(proven + probable) have been decreasing since about 1980. Even when assuming
constant consumption levels in the future, remaining reserves will decrease faster in
the future because of declining new discoveries.

Discrepancies between public domain statistics (e.g. BP) that report only proven
reserves as assessed for the previous year, and industry databases (e.g. IHS Energy)
that report proven and probable reserves and backdate reassessments, are a major
reason for the differences between conventional forecasts (e.g. by IEA) of the assess-
ment of future oil discoveries and production and the approach presented in our
report. Of relevance for production forecasts is the fact that reserve reassessments
are usually made for producing fields. However, these reassessments do not influence
the field’s production pattern and, especially when production has already started to
decline, the decline is not affected by upward revisions of reserves.

For the most part, future growth in production can only result from the develop-
ment of yet-undeveloped discoveries. Therefore, the distinction between reassess-
ments of reserves and new discoveries is of the utmost importance.

3.3 PRODUCTION PATTERNS

THE GENERAL PATTERN

The different phases of oil production can be described schematically by the follow-
ing pattern: in the early phase of the search for oil, the easily accessible oil fields were
found and developed. With increasing experience, the locations of new oil fields were
detected in a more systematic way. This led to a boom in which more and more new
fields were developed, initially in the primary regions, later on all over the world.
Those regions that are more difficult to access were explored and developed only
when sufficient new oil could not be found anymore in the easily accessible regions.
As nobody will look for oil without also wanting to produce it, in general, the devel-
opment of the most promising fields has followed shortly after their discovery.

In every oil province the big fields are developed first, and only then the smaller
ones. As soon as the first big fields of a region have passed their production peak,
an increasing number of new, and generally smaller, fields have to be developed in
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order to compensate the decline of the production base. From there on, it becomes
increasingly difficult to sustain the rate of production growth. A race begins that can
be described as follows: more and more large oil fields show declining production
rates, the resulting gap has to be filled by bringing a larger number of smaller fields
into production. But once the rate of discoveries falls, this is no longer possible at a

Qil production Production peak

3rd field

» time

sufficient rate. Eventually, these smaller fields reach their peak much faster and then
contribute to the overall decline in production. As a consequence, the region’s pro-
duction profile, which results from the aggregation of the production profiles of the
individual fields, becomes more and more “skewed” and the aggregate decline of the
producing fields becomes steeper and steeper. This decline has to be compensated for

by the ever faster connection of more and more ever smaller fields, see Figure 14.
Figure 10: Typical production pattern for an oil region

So, the production pattern of an oil province over time can be characterized as
follows: increasing the supply of oil will become more and more difficult, the growth
rate will slow down, and costs will increase until the point is reached where the in-
dustry is no longer able to bring a sufficient number of new fields into production
fast enough. At that point, production will stagnate temporarily and then eventually
start to decline.

This pattern can be observed very clearly in many oil provinces. However, in
some regions this general pattern was not prevalent, either because the timely devel-
opment of a “favorable” region was not possible due to political reasons, or because
production was held back for longer periods of time owing to the existence of huge
surplus capacities (this was the case in many OPEC countries). However, the more
existing surplus capacities are reduced, the more closely the production profile fol-
lows the described pattern.

3.4 PEAK OIL IS NOW
This chapter has discussed indications that a peak is imminent. However, let it be

said that the question of the exact timing of peak oil is less important than many
people think. There is sufficient certainty that world oil production is not going to
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rise significantly anymore and that world oil production will definitely start to de-
cline soon.

On a global level, the development of different oil regions took place at different
times and at varying speeds. Therefore, today we are able to identify that different
production regions are in different stages of maturity. With this empirical evidence
we can validate, using many examples, the simple considerations that have been de-
scribed above.

PRODUCTION IN COUNTRIES OUTSIDE OPEC AND THE FORMER SOVIET UNION (FSU)

It is observable that total production in the countries outside of the former Soviet
Union and OPEC increased until about the year 2000, but since then total produc-
tion has been declining. A detailed analysis of the individual countries within this
group shows that most of them have already reached their production peaks and
that only a very limited number of countries will still be able to expand production,
particularly Brazil and Angola.

The stagnation of oil production in this group of countries is attributable to the
peaking of oil production in the North Sea, which occurred in 2000 (1999 in Great
Britain, 2001 in Norway). Global onshore oil production had reached a plateau much
earlier and has been declining since the mid-1990s. This decline could be balanced
by the fast development of offshore fields, which now account for almost 50 percent
of the production of all countries in this group. The North Sea alone has a share of
almost 40 percent of the total offshore production within this group. The peaking
of the North Sea was decisive because the production decline could no longer be
compensated by the timely connection of new fields in the remaining regions, and it
was only possible to maintain the plateau for a few years.

Furthermore, a steady degradation of the quality of the oil produced can be
observed in almost all regions that have passed their peak. This poses an additional
challenge for the existing downstream infrastructures: refineries have to operate with
oil of decreasing quality. The proportion of inferior oil is steadily increasing and this
further drives up the price for the remaining higher grade oil.

WORLD'S BIGGEST FIELDS IN DECLINE

Crucial for further developments is the peaking of production of Cantarell in Mex-
ico, the world’s biggest offshore field and one of the four top producing fields in the
world. This field, discovered in 1978, even today contributes one half of all Mexican
oil production. However, it reached a plateau some years ago and started to decline
in 2005. The field then declined dramatically from 2 Mb/d in January 2006 to 1.5
Mb/d in December 2006. Double-digit yearly decline rates are expected in the com-
ing years.

With Cantarell, three of the four biggest producing fields are now in decline: the
others being Daquin in China and Burgan in Kuwait. The status of Ghawar in Saudi
Arabia is not known for sure, but the field is very likely now also in decline.

Once production in the largest fields declines, it becomes more and more dif-
ficult to maintain overall production levels, as has been pointed out already.
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CONCLUSIONS

The major conclusion drawn from this analysis is that world oil production peaked
in 2006. Production will start to decline at a rate of several percent per year. By 2020,
and even more by 2030, global oil supply will be dramatically lower. This will create
a supply gap that will be difficult to close, within the time frame, with increased con-
tributions from other fossil, nuclear, or alternative energy sources.

The world is at the beginning of a structural change in its economic system. This
change will be triggered by declining fossil fuel supplies and will influence almost all
aspects of our daily life.

The transition period now underway probably has its own rules, rules which will
only be valid during this phase. Things might happen that we have never experienced
before and that we may never experience again once this transition period has ended.
Our way of dealing with energy issues will probably have to change fundamentally.



Chapter 7 | Part 2
A SHORTAGE OF OIL TO SAVE OUR CLIMATE?

On the Permanent Qil Crisis, Climate Change,
and the Interaction Between the Two

Peter Polder

ver the next ten years, our daily lives will change drastically. It is increasingly
Oclear that the way we deal with energy is unsustainable in the most literal sense.
It is impossible to continue in this way. Or, to quote Fatih Birol, chief economist of the
International Energy Agency, “the wheels will fall oft our energy system” And, this is
not a warning for something in the distant future, but for 2010. And, that’s problem-
atic, because most of us are unable to imagine anything except unlimited, abundant,
cheap energy. No longer able to travel where and when we want and use as many
electrical appliances as we want? Eat imported fruit and meat or drink bottled water?

The two main drivers behind the radical change in our lives will be peak oil and
climate change. Both are widely underestimated, and the interaction between them
is still barely explored. Only a handful of people are seeking to understand what
the combined results of the two processes will be and how the interplay with one
another will develop. They are both extremely complex processes, each with their
own dynamics, and the interaction between them is full of surprises.

PEAK OIL, THE END OF THE CHEAP OIL ERA

Peak oil is the most unknown of the two. It is often misunderstood to mean that oil
is running out. This is not the case. On the contrary, peak oil is the moment when
geological factors cause oil production to decline. Oil may still be produced, but a
little less every day.
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Figure 1: ASPO peak oil forecast and IEA 2006 consumption forecast.
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Peak oil is seen in a single oil field, but also in an oil-producing country or
the entire world production. More than sixty oil-producing countries have already
passed their production peaks and are now seeing their oil production decline each
year. This is despite an increase in the amount of drilling, technology, and invest-
ment. It is very likely that within a few years (somewhere between 2012 and 2018)
the moment will occur when the entire world production peaks. From that moment
on, less oil becomes available each year. However, besides scarcity, another process
is at work. The remaining oil is decreasing in quality, becoming more difficult to
exploit, more expensive to drill for and more polluting. And that is a major problem
in a world where no less than 35 percent of its energy supply and 95 percent of its
transport depends on oil.

The clearest indication that we are approaching peak oil is the continued decline
in the quantity of oil from new discoveries. In the 1950s and 60s gigantic new fields
were found, but the discovery trend has, since that time, been a declining one. Since
1980, less new oil has been found than has been consumed, and oil geologists agree
that no new giant oil fields will be found, except under the polar caps and the deep
sea. A reversal of the declining discovery trend is therefore unlikely.
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Figure 2: Conventional oil discoveries per decade (source, Robelius, 2008)
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Figure 3: Reserves / Consumption ratio. (source; based on IEA data)

For natural gas and coal the same picture can be made, albeit with other produc-
tion dynamics, because of their nature. Natural gas and coal data also show that re-
serves will reach a peak much earlier than previously thought, and there are already
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the first visible signs of scarcity.

Furthermore, there are a whole host of above-ground factors such as investment
cycles, a shortage of technical staff, (geo-)political tensions, and greatly increased
demand for steel and fossil fuels from China, India, and the Middle East. Therefore,
the quantity of oil accessible to the West will drop more sharply than if it was just
a question of geological decline in production. It is possible that around 2020, 20
percent less oil will be available for Europe.

THE PRICE OF OIL AND THE CREDIT CRISIS

The price of oil steadily increased between 2003 and 2008, from about $30 to a peak
of $147 per barrel in July 2008. Many people expected that prices would steadily rise
to a level above $200. However, this was not what peak oil experts predicted, nor
has it been how prices have developed since the summer of 2008. The key word is
volatility. Now that the supply and demand balance is extremely tight, the price is
extremely sensitive to rumors, distortions, speculation, and other imbalances in the
market. The price will bounce up to great heights, but also to unexpected lows. Now
that the credit crisis is slashing economic growth numbers to zero, both the demand
for oil and the price of oil is going down. On top of that, financial problems forced
most traders in the oil markets to dump their contracts.

To this must be added the close interdependence of our money system with the
trade in oil. International trade is still dominated by the dollar. In the 1944 Bretton
Woods Agreement, the dollar was backed by the gold in Fort Knox. When that com-
mitment was dropped in order to finance the Vietnam War, the trade in oil took over
the role that gold had previously played. Because all oil is traded in dollars, there
has been a continuous, and growing, need for dollars. This allowed the system of US
federal banks to keep printing money, and thereby allowed the US government to
continue spending money. The flow of cheap energy also provided for continued eco-
nomic growth, and so consumers and businesses could carry on borrowing money.
The chance that the loans would be paid back with interest was quite high.

Between 2003 and 2008, oil prices continued to rise and, at first, the economy
seemed immune to high oil prices. However, the long duration of the increasingly
high prices had an impact. One of the effects was the rising cost of gasoline in the
US, which undermined the household budget, especially for poorer American
households. These households were encouraged by the US government, as well as
extremely low interest rates, to take on cheap mortgages. When the price of gasoline,
and numerous other products, began to rise, people couldn’t pay back their debts and
thus the first domino in the credit crisis toppled.

One of the consequences of the credit crisis was a sharp drop in oil prices, from
a peak of $147, to a valley of around $90, following which the price increased again
to $130, only to then crash to a level below $50. The falling oil price makes many
people think that the oil problem is solved. The economy goes into a depression,
and so there is less demand for oil and the price collapses. Peak 0il? No problem!
Nothing is less true. First, a low-price oil means demand will rise again. This might
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give rise to an ongoing cycle in which the price and demand for oil oscillate up and
down. Secondly, as peak oil approaches, oil production is getting more expensive and
difficult. More and more projects have oil production costs of around $70-80 per
barrel. This means that the sharply declining prices in October 2008 have resulted
in numerous projects being abandoned or postponed. On top of this, many projects
and companies also face difficulties due to their credit flows drying up.

Alternative energy projects are facing the same problems of credit and falling
energy prices. And, in a declining economy, consumers and businesses, but also
governments, are tempted to invest less money in sustainable energy transition. De-
pending on how far the economy collapses and the demand for oil declines this could
sharpen an energy crisis.

THE INTERACTION BETWEEN PEAK OIL AND THE CLIMATE CRISIS

The main questions that arise about the interaction between climate change and peak
oil are:
. Are the assumptions about fossil fuels on which the IPCC climate
models are based correct?

. What will be the potential CO, production from fossil fuels if you put
“peak oil” into the models?

. How does climate change affect production of fossil fuels and other
energy sources?

IPCC CLIMATE MODELS AND FOSSIL FUELS DATA

Before I start, let me say that questioning the climate models of the Intergovernmen-
tal Panel on Climate Change is seen by some as heretic. However, the criticism that I
am placing on the models has nothing to do with what climate skeptics do. I believe
that there is a good scientific basis for the claim and do not doubt the seriousness of
climate change and the science behind it. The human impact on climate change is
undeniable. Nevertheless, I want to say that the data on fossil fuels under the current
climate models are leading to a gross distortion. There is both an over-estimation of
the reserves that exist and an absence of a realistic understanding of production dy-
namics in the translation of that data into climate models. This means that all current
IPCC climate models are misleading.

Several researchers have inserted other assumptions about fossil fuels into the
climate models. In the forty climate models used by the IPCC, there are four base
scenarios with assumptions about the future, which are reflected on technological,
economic, and policy developments. Another influential factor is the sensitivity of
climate to CO,. In other words, how much CO, in the atmosphere is needed for a
number of feedback mechanisms to accelerate and cause runaway climate change?
For too long, the IPCC proclaimed that global warming would show a gradual trend.
The climate is a chaotic system, and if it is disturbed too much it makes a turnaround
and seeks a new balance. Feedback mechanisms such as the release of methane from
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the thawing permafrost, the collapse of the warm Gulf Stream, or the souring of the
oceans by an excess CO, can be abrupt and cause rapid disruption of the climate.
The scientific debate is not yet over, and so a range of assumptions has to be made.
These range from a very low sensitivity (cover with 5 degrees of warming above pre-
industrial levels) to a very high sensitivity (cover at 1.5 degrees of warming above
pre-industrial level). The scientific consensus is moving increasingly towards ac-
knowledging a turning point with 2 degrees of warming at 350 ppm of carbon in the
air. Humankind has already caused half a degree of warming and boosted the level
of carbon to 390 ppm. To make an assessment of the future on the basis of the above
assumptions gives a lot of different possible outcomes. Depending on which assump-
tions are made about economic and political developments and the sensitivity of the
climate system, less fossil fuel does not automatically mean a less disastrous outcome
for the climate. We might just have enough fossil fuel left to fry our climate.
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Figure 4: global carbon emissions and peak oil, (source: Less oil, more Co,? ASPO Netherlands, April 2009)

Although oil production declined, the amount of CO; per barrel of oil increased.
This is mainly caused by the increasing share of unconventional oil. The best-known
form of these unconventional oils are the tar sands in Canada, but in Venezuela and
Russia similar sources of oil can also be found. The tar sands in Canada are loaded
onto trucks and transported to factories where huge quantities of natural gas and wa-
ter are used to boil out the oil and process it in order to make syncrude, artificial oil.

Another unconventional “oil” source is made available by transforming natural
gas into diesel (GTL), as is done in Qatar and other Gulf states, or by converting coal
into diesel, which is already happening in South Africa and China. In the US and
Russia, several investors are planning CTL factories. All these variants on oil provide
significantly higher CO, emissions. The increase in the share of unconventional oil
is expected to rise to about 7 million barrels a day by 2030. The big question is how
quickly the production of these unconventional oils will be increased and whether or
not climate policies will affect this development.

If climate policies put a brake on this trend, then, with the peak in oil produc-
tion, total CO, emissions would decrease. On the other hand, should a permanent
oil crisis stimulate this development, pushing climate considerations to the side,
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this would mean less oil and more CO,. At this moment, it is the latter scenario that
is unfolding.
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Figure 5: emissions by type of fuel, (source ASPO Netherlands, 2009)

THE EFFECT OF CLIMATE CHANGE ON FOSSIL FUEL PRODUCTION

Little attention is paid still to the other side of the coin, both by the industry and
among climate activists. This is the fact that, in some areas, climate change may seri-
ously hamper the extraction of fossil fuels.

Three examples:
CLIMATE CHANGE DISRUPTS GAS FLOW TO EUROPE

By 2020, Europe will be dependent on Russia for 80 percent of its gas. That gas
comes mainly from the frozen tundra in Siberia where much of the infrastructure
is built on permafrost. From pipelines and drilling platforms, to the villages and
cities of the workers, maintenance roads and airstrips, everything has a foundation
on permanent frozen ground. However, more and more permafrost in the arctic re-
gion is beginning to melt. The number of destabilized houses, roads, and pipelines
is growing. Russian scientists estimate that eventually half of the pipeline network
will almost certainly need to be rebuilt. However the Russian gas companies have
a reputation for under-investing in maintenance and infrastructure. If the neces-
sary investments do not take place, the risk of higher production outage grows. The
development of new fields will be more expensive, and infrastructure will have to be
built on floating structures.

STRONGER HURRICANES DISRUPT OIL PRODUCTION IN THE US

In the Gulf of Mexico, one quarter of all US oil is extracted. Also, the third largest
field in the world, the Mexican Cantrell, lies in this area. There is strong evidence sug-
gesting that warmer seawater means that more and stronger hurricanes are formed.
When Hurricanes Katrina (category 5) and Rita (category 3) ploughed through the
heart of the US oil industry, large-scale damage and prolonged loss of production
resulted. The region has never recovered its pre-Katrina production levels. In 2008,
the same area was hit by Gustav and Ike. The damage on production platforms was
light, but the damage to the refineries on the coast, especially in the Galveston, Texas
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area, was huge, leading to diesel and petrol shortages in parts of the US that lasted
for months.

The chances of next year’s hurricane season again resulting in large scale dam-
ages are huge. Consequently, insurance companies and local mining authorities are
demanding higher building and safety standards, making oil more expensive. In ad-
dition, the insurance premiums in the sector have gone up. Given that the region is
reaching peak production, this will make the extraction of oil less attractive.

HEAVY RAINS DISRUPT COAL MARKET

In January 2008, coal prices exploded. In just one month, the price quadrupled.
The reason lies in a series of extreme weather events, caused by global warming, that
severely hit three of the six main coal exporters in the world: extreme snowfall in
the coal regions of China, extreme rainfall in Australia and Indonesia, and on top of
that, a series of blackouts in South Africa that crippled the mining and shipping of
coal. The heavy snowfall in China disrupted rail traffic between the coal regions of
the Chinese inland from the coast, where most coal-fired power stations are located.
Furthermore, the coldest winter in years caused an extra demand for coal. To prevent
shortages and blackouts, China suspended all its exports and began greatly increas-
ing its imports of the fuel. The heavy rainfall in Australia and Indonesia flooded
a number of major coal mines. In some cases, they were put out of business for
months. While it is true that January 2008 saw a bizarre combination of incidents,
the probability of heavy rainfall again disrupting coal exports is nonetheless real.
And, although coal has the image of being abundant, the reality is that only six coal
exporting countries provide 80 percent of the market.

OIL UNDER THE ARCTIC

There is, of course, another side to this story; climate change has caused an acceler-
ated melting of ice around the Arctic Ocean. This is the last area of the world that has
large oil and gas reserves that are not controlled by national oil companies. Around
2015, the Northern Ice Sea will, at least in the summer, be ice free.

Media reports that 90 billion barrels of oil can be found in this region are based on
investigation of the always optimistic USGS (United States Geological Service). As a
result, geopolitical tensions in the area are growing. The western media mainly focused
on the Russian flag being placed on the seabed. Canada’s move to build two military
bases to provide additional sea patrols in the region attracted much less attention.

However, the USGS report has been heavily criticized. First of all, the report is
not so much about oil, but oil equivalent. In the arctic, about 80 percent of the “oil”
is in fact natural gas, the largest portion of which is already known and is on the
Siberian coast. The USGS recalculated the natural gas to its equivalent in barrels of
oil, and then the media only talked about oil. More importantly, other researchers,
including the renowned commercial research firm Wood MacKenzie, estimate that
less oil and natural gas can be found than was in fact reported by the USGS and the
media. Under the most optimistic scenario, it is projected that production from the
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Arctic will contribute some 4.6 million barrels oil eq. per day of oil and 9.7 million
barrels oil eq. per day of gas at peak. Whereas oil can be shipped to markets relatively
inexpensively, gas is a much more complex story. And does the melting of the Arctic
Sea really make oil accessible? With the melting of the ice, the number of icebergs,
and thus the danger to shipping and expensive drilling platforms, increases. The area
remains a hostile and extreme climate. In the winter, it is dark all day and the sea
is frozen. Royal Dutch Shell expects that oil production around the North Pole is
only attractive at a price of $200 per barrel. The question is whether there is enough
demand for oil at this price.

NON FOSSIL ENERGY ALSO AFFECTED

It is not only the fossil fuel industry that suffers from climate change. Hydro-power
dams are increasingly affected by droughts. More and more dams temporarily shut
down when there is insufficient water. In dry regions such as the American South-
west, which largely depend on dams, this is resulting in an increased risk of black-
outs, which occur most frequently during the time when demand for electricity to
power air conditioning is at its highest.

Another striking effect is the changing energy demand under the influence of a
changing climate. In recent years, North America and Europe had remarkably mild
winters and an increase in extremely hot days. This means less gas for heating build-
ings and more electricity for air conditioning and cooling.

Finally, there are the increased investments in renewable, non fossil energy and
energy efficiency. Both the rising prices of fossil fuels and also climate change have
caused a huge wave of investment in renewable energy sources and nuclear energy.
For both, however, current growth trends are insufficient to fill the growing gap be-
tween demand and supply of energy or decrease the emission of CO,.

Quantifying the impact of climate change on energy production is an impos-
sibility. What is clear is that the likelihood of large-scale production disruptions will
rise, and that the investment needed to prevent these disruptions are mind-boggling.
Climate change thus changes the way we use energy.

WHAT THIS MEANS FOR DAILY LIFE

First and foremost, our way of dealing with energy will change drastically in the com-
ing ten years. Saving energy, reducing demand, and renewables are not a form of ide-
alism anymore, but a matter of survival. Economic growth will be extremely difficult
in the coming ten to twenty years. Almost all our daily activities—shopping, going to
work, the work itself, visiting friends, vacation—will change. New technologies will
enter our lives, such as driving on bio-gas or electricity, plastics from plant material.
Some things will disappear—cheap tickets to sunny destinations, for example. Those
of us with the ability to adapt early and quickly, will gain from that change. Those
people that don’t will face poverty. Energy will therefore be at the center off political
struggles. Our daily life twenty years from now will be drastically different.



Chapter 8 ] Part 2
NO BLOOD FOR OIL

A Retrospective on the Political Economy of Bush's War on Iraq’

George Caffentzis

fter the gigantic worldwide show of popular will on Saturday, February 15, 2003,

the anti-war movement was able to claim to have put a new player in the field
besides the miserable protagonists of the Iraq/US war: Bush and Hussein. This fig-
ure was the refuser of a war with a banner on which was written: “No Blood for Oil”
Who was this person? What did the banner mean? What challenges did it pose?

In this discussion I want to make some elementary retrospective reflections on
this slogan and see what future the protester was pointing to. I will do this by reading
the slogan on four different levels, each more general than the previous one.

LEVEL 1. NO BLOOD FOR OIL, LITERALLY

We should neither be reductive nor jump to conclusions, but there is plenty of evi-
dence to show that the Bush Administration planned the war as a way to plunder the
oil fields of Iraq.

It is widely known that Iraq’s presently-known oil reserve of more than a 100
billion barrels is the second largest on the planet and that “the undiscovered oil in the
Middle East [including Iraq] is very likely the largest untapped supply in the world”
As a retired petroleum geologist unequivocally answered when asked about whether
Iraq or Iran had more untapped oil: “It’s Iraq. We plugged and abandoned any well
that wouldn’t make 5,000 barrels a day. Threw em back in the water” Iraq’s oil reserve
was worth potentially more than $3 trillion at the time of the invasion. Moreover,
Iraqi oil is very inexpensive to produce and is one of the world’s “sweetest,” i.e., it
produces fewer pollutants on combustion.

At the time of the invasion, however, even though the US government and cor-
porations imported 2.3 percent of their total oil from Iraq, US-based oil companies
were unable to directly profit from oil production there. In fact, the Saddam Hus-
sein regime had made a number of important agreements with French, Russian, and
Chinese oil firms assuring them of very attractive deals in oil production once the
sanctions were ended. The British and US firms, however, were given clear notice

1 This article was originally published in 2003, as part of the ebook No Blood For Oil! Energy,
Class Struggle, and War, 1998-2004. It is being reproduced here with permission from the author, and with
minor modifications and updatings. The original version, published under Creative Commons License,
is available here: http://radicalpolytics.org/caffentzis/06-no_blood_for_oil.pdf, under the title “No Blood
for Oil! The Political Economy of the War on Iraq” While some details have changed, the main political
argument is still completely valid. As this presents a perspective that is quite different from other perspec-
tives on the war on Iragq, it is worthwhile to include this chapter here. As both Bush and Neoliberalism go
out the back door together, it is both a fitting requiem and also a stern reminder that the demise of both
do not in any way signify an end to the blood, oil, and war mix that this chapter describes.
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that they would not be welcome in a post-sanctions era, if Saddam Hussein and/or
the Baath Party were to remain in power.

Therefore, the only way for the US (and British) oil companies to gain profitable
direct access to Iraqi oil was through a war that would violently and irrevocably end
the Hussein/Baath Party rule and bring in a new government that would cancel the
deals with the French, Russian, and Chinese companies. That is why the first objec-
tive of the US military was to secure the oil fields in the invasion of Iraq. Further, the
US government assumed that its troops would occupy the country for many years
and would have a general as a military governor, in the style of Douglas MacArthur
in post-WWII Japan. It was also assumed that the occupation would be paid for with
the sales of Iraqi oil.

Anyone familiar with the oil industry-connected backgrounds of key figures in
the Bush Administration, starting with George W. Bush himself, should not have
been surprised by this plan of plunder that the “No War for Oil” slogan revealed
and protested. The US oil-related corporations (including Haliburton, VP Cheney’s
former company) were definitely poised to find opportunities in the “rebuilding” an
Iraqi oil industry destroyed by US bombs and/or Hussein’s “scorched oil” tactics.

Such a blatant plan of theft and plunder could only be accomplished by military
means. The consequences for the Iraqi people were to prove devastating, even if the
invasion was relatively swift. The subsequent struggles among Iraqis and against the
US occupiers would inevitably be bloody indeed.

The slogan “No Blood for Oil” on this level rejected the obvious gangster be-
havior of the Bush Administration (and the Blair echo) with brevity and justice. S/
he who affirmed the slogan wanted to stop this act of brigandage pure and simple and
treated Bush’s and Blair’s “high-minded” (and poorly crafted) rationalizations for inva-
sion as crude, shameful parodies of justice. Surely, s/he branded any oil company that
profited from such an adventure as a criminal, calling for the boycott of it and its
tainted products.

LEVEL 2: NO BLOOD FOR PRIVATIZATION OF OIL RESOURCES

Though plunder was definitely part of the Bush Administration’s plan, there were
other more global issues suggested by the slogan, for the US has been the leader in
imposing neoliberal/globalization policies around the planet. Thousands of nation-
alized companies and agencies have been privatized due to structural adjustment
programs imposed by the World Bank and IMF while many forms of “restraints to
trade” (including “price fixing” cartels) have been abolished by the international
trade agreements now coordinated by the WTO. The US government, not surpris-
ingly, is the dominant partner in the World Bank, the IMF, and the WTO.

Though one commodity after another had been “neoliberalized” by 2003, oil had
escaped this fate. Most of the nationalizations of oil companies took place between
1969 and 1973, but it had been almost impossible for these companies to be priva-
tized, even though the national telecoms and airlines were put on the auction block
in many of these same countries (e.g., Nigeria).
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Similarly, though there had been an attempt to destroy international price fixing
cartels in most commodities via treaties like the one that created the WTO, oil and
OPEC had been exempted from the rules of the neoliberal global regime. This was
unusual since oil is the commodity that is both most basic (i.e., being involved in the
production of most other commodities) and the most traded (i.e., the highest value
of international sales) while OPEC is the most blatant “cartel” in the world.

This exemption of oil and OPEC from neoliberal standards was at the heart of
the Republican Party’s critique of Clinton’s energy policies. Thus in the waning days
of the Clinton era, there was a Congressional Hearing on “OPEC’s Policies: A Threat
to the US Economy,” chaired by Benjamin Gilman (R-NY) who charged that Clinton
remained “remarkably passive in the face of OPEC’s continued assault on our free
market system and our antitrust norms.”

With the Bush Administration’s rise to power, OPEC was increasingly seen as a
hostile entity—especially after 9/11—that had to be subverted and either replaced or
abolished.

This hostility was intensified by the recognition that the main political figures
in OPEC at the time (aside from Iraq’s Baath regime) were either politically hostile
to or unable to impose neoliberal policies. In Iran, there were the desperate Islamic
clerics, in Saudi Arabia there was a ruling class that was divided between globaliza-
tion and Islamic fundamentalism, in Venezuela there was the populist government
of Chévez, in Ecuador there was a government that was nearly seized in a rebellion
by the indigenous, in Libya there was Gaddafi (need more be said?), in Algeria there
was a government that just narrowly repressed (and collaborated with) an Islamicist
revolutionary movement, in Nigeria and Indonesia there were “democratic” govern-
ments with questionable legitimacy that could have collapsed at any moment. There
was simply too much class struggle in an area of high-tech production (oil produc-
tion) that these leaders and governments were not able to control.

This list of OPEC leaders constituted a “rogues” gallery from the point of view
of the thousands of capitalists who were sending a tremendous portion of “their”
surplus value to OPEC governments via their purchases of oil and gas. With such a
composition, OPEC was hardly an institution to energize a neoliberal world.

Of course, OPEC was not always a political or economic problem. In the 1960s
and in the early 1970s, OPEC was a relatively pliable organization, while nation-
alization and monopolistic pricing were still acceptable elements of the Keynesian
political economy of the day. Iran was under the Shah, the Baathists had just lost
their Nasserite zeal, Ghaddafi’s fate was still undeveloped, Venezuela was a tame neo-
colony, Indonesia was ruled by the communist-killer Suharto, Nigeria was under the
control of General Gowan, and the Saudi Arabian monarchy’s Islamic fundamental-
ism was considered a quaint facade under which the movement of billions of “petro-
dollars” could be reliably recycled back into the US-European economies.

But that was then. From the Bush Administration’s viewpoint, OPEC needed
to be either destroyed or transformed in order to lay the foundation of a neoliberal
world that would be able to truly control of the energy resources of the planet. The
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Bush Administration put as much pressure as possible on OPEC’s members. In April
of 2002 there was a US-supported coup detat in Venezuela against the Chavez gov-
ernment, the leading price hawk in OPEC. It failed. In August 2002, it was Saudi Ara-
bias turn. The RAND corporation issued a report claiming that the Saudi Arabian
monarchy was the “real enemy” in the Middle East and should be threatened with
invasion if it did not stop supporting anti-US and anti-Israeli groups. But that verbal
threat was nullified by the Bush Administration in the controversy that followed.

All in all, the Iraqi government was clearly the weak link in OPEC. It had lost
two wars it recently instigated, it was legally in thrall to a harsh reparations regime;
it could not control its own air space, and it could not even import freely, but it must
have UN accountants approve of every item it wanted to buy on the open market.
Ideologically and economically it lay prostrate.

A US-sponsored Iraqi government committed to neoliberal policies would
definitely be in a position to undermine OPEC from within or, if it departed, from
without.

Such a transformation would have made it possible to begin a massive invest-
ment in the energy industry, which was seen as a possible alternative to the spec-
tacular failure of the high-tech sector that had just dissolved trillions of dollars into
nothing in the dot com crash of 2000/2001.

Given the exceptional political-economic character of the oil commodity, it is
not surprising that this gift of hundreds of millions of years of the meeting of organic
life and the heat of the earth’s core should generate so much violence in a capitalist
world. The protester’s sign now appeared to be saying: no blood was to be spilt to pres-
erve the energy system envisioned by Bush and Co. S/he was calling for the system to
be scrapped before we all became bloodied for oil. Some new way of distributing the
earthly commons needed to be devised, since the present and future pricing/profit
system that would lead to one war after another could not be allowed to continue.

LEVEL 3: NO BLOOD FOR NEOLIBERALISM

One of the Bush Administration’s main diplomatic failures was to give the impres-
sion that this new “world domination” strategy was a product of a spontaneous Ni-
etzschean will to power. Similarly, their claim that the urgency of the Iraq invasion
and take-over was due to some imminent threat to national security posed by Hus-
sein’s weapons of mass destruction had been rejected even by many of their most
loyal defenders. The Bush Administration was responding to an emergency, but it
was not a military one ... it was a political-economic one.

The neoliberal system of capitalist accumulation (what we in the US call
“globalization”) that replaced the Keynesian system in the late 1970s had been in
deep crisis since 1997, and the Bush Administration needed to respond to this crisis
or it too would be thrown out by its masters (if not by its subjects!). I need not
inform you of the story that now conventionally begins in Thailand in July 1997
with the collapse of the “bhat” This was not the first financial crisis of the neoliberal
model (there was the Mexican crisis of 1995 we should remember), but the Thai
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crisis began a series of events that directly led to the crisis situation that Bush faced
in 2003. Nor need I trace this series for you through the dramatic collapse of the
stock market bubbles throughout the planet leading to the destruction of trillions of
dollars of values (paper though they were), the stagnation in Europe and Japan, and
even the decline of profitability in US capitalism. This constituted the first major
crisis of Neoliberalism.

The Bush Administration’s answer to this crisis was war. How could this be? What
did war have to do with this political-economic crisis? Of course, there are many
reasons for such a correlation in the past that are not to be slighted. For example, war
is a classic device of ideological and juridical control of a population dissatisfied with
an unrelenting economic crisis (after all, the late Chief Justice Rehnquist reminded us
that “in war the laws are silent”). As another example, there is “war Keynesianism,” i.e.,
the use of war expenditures to stimulate demand for capital and consumer goods in
order to jolt the system out of a far-from-full-employment equilibrium. These could
have been reasons for the Bush Administration’s answer to the crisis, but they do not
deal with the fact that the crisis of Neoliberalism was global, and that the US govern-
ment was now “responsible” for the survival of neoliberal globalization as a whole.

The main problem facing neoliberal globalization was that, for it to “work” at the
level of the system as a whole, the participant nations and corporations must follow
the rules of trade even when they are going against their immediate self-interest. In a
time of crisis, however, there is a great temptation for many participants to drop out
of or bend the rules of the game, especially if they perceive themselves to be chronic
losers. What country would keep the recalcitrants (both old—those who refused to
be part of the game—and new—those who recently dropped out) from proliferating?
Up until the post-1997 crisis, most of the heavy work of control was done by the IMF
and World Bank through the power of money and the threat of being kept out of the
global credit market, but since then it had become clear that there were countries
that would not be controlled by structural adjustment programs.

The most obvious case was Argentina, but there were other, quieter dropouts in
Africa and South America. The most illustrious recalcitrants were the Bush-baptized
“axis of evil” nations—Iraq (one of the last of the national socialist states), Iran (one
of the last fundamentalist states after the demise of the Taliban), and North Korea
(one of the last of the Communist-Party-ruled states)—but there were many other
Islamic, national socialist, and communist governments that had not transformed
their economies into neoliberal form. By 2003, it was clear that this list would un-
doubtedly grow unless there was a check, in the form of a world police force, that
would increase the costs of an exit.

At that moment, in order for Neoliberalism to function properly, there needed to
be the equivalent of the role Britain played for the liberal capitalist system of the nine-
teenth century. Clinton and his colleagues believed that the US government could
eventually use the UN as such a force. The Bush Administration disagreed. According
to Bush, the US needed to act in its own name to enforce the rules of the neoliberal
order (even though many of its adherents were unwilling to do so) and that, at times,



128 SPARKING A WORLDWIDE ENERGY REVOLUTION

action had to be military. In the end, it was only with the construction of a terrifying
Leviathan that the crisis of Neoliberalism would be overcome and the regime of free
trade and total commodification could finally be established for its Millennium.

The invasion of Iraq (the “oil” of the slogan) was a step in this construction pro-
cess that was seen by Bush and Co. as a sacrifice of US human and capital resources
for the greater capitalist good. The internal debate in the UN was part of a complex
negotiation process that ultimately was meant to determine the conditions of US
interventions, not their elimination. That is why the protester’s sign did not say, “No
Blood for Oil ... unless the UN says so!”

The Bush project of “saving Neoliberalism” might have been possible if there
had promised to be but a few recalcitrants to and migrants from the neoliberal or-
der. However, the antiglobalization movement proved to be right in doubting the
likelihood of this. For Neoliberalism has proven unable to deliver on the “sustained
growth” that rises all ships, even in its halcyon days. On the contrary, it had not even
raised the 20 percent of the population it had claimed to do in its inception. This
means that many ruling classes and even more working classes around the planet are
going shopping at Porto Alegre to look for another system.

There will be wars aplenty in the years to come if the US wishes to play the Brit-
ish Empire of the twenty-first century. For what started out in the nineteenth century
as a tragedy, will be repeated, not as farce, but as catastrophe in the twenty-first. Thus
the slogan, “No Blood for Oil,” was a rejection of the series of wars that were being
planned by the Bush Administration in its “war on terror” for the years ahead, aimed at
terrorizing the recalcitrants of the neoliberal order into cooperation.

LEVEL 4: NO BLOOD FOR CAPITALISM, PERIOD

The protester’s sign’s slogan has been interpreted on three different levels so far: first,
as a refusal to spill blood for the plunder of Iraq’s oil resources; second, as a refusal
to spill blood in order to impose privatization and “free market” practices on the
oil industry internationally; third, as a refusal to spill blood to preserve the rules of
the neoliberal global regime. On the final level, I want to think about “No Blood for
Oil” as a revolutionary slogan similar perhaps to the “Land, Peace, and Bread” of the
Russian Revolution, i.e., a concrete demand that at first sight seems quite moderate
and practical, but, due to the context, it becomes revolutionary. After all, the world is
complex, and having “revolution” painted in red on one’s banner does not make the
bearer revolutionary!

The slogan itself is neither anticapitalist nor against war. It commits one to be
against a war for oil, but not necessarily against war for other things. Nor is it abso-
lutely anticapitalist, for the sign is conditional. It seems to be saying, “I reject the
spilling of blood in order to continue with the profit-making from ‘il’ (or indeed
any other vital stuff). Human blood transcends the value of any commodity, and a
system that can only run on the exchange of blood for oil is a corrupt and obnoxious
Molloch” The slogan seems to be offering a reformist alternative: if “oil” can be com-
modified and sold at a profit without the expenditure of blood, then let it continue.
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A tame, non-aggressive capitalism was apparently an acceptable one to the bearer of
the banner who gave the impression of challenging the “world leaders” at the UN to
come up with such a non-violent capitalism.

However, capitalism in any of its forms—neoliberal, Keynesian, liberal, or mer-
cantile—cannot meet the challenge of the slogan. It must produce war and blood,
since it cannot satisfy the minimal demands of the human race as a whole, much
less of its terrestrial environment. We have 500 years of experience, in general, and
150 years of oil production and commerce, in particular, to support that claim. Since
non-violent capitalism (especially in the oil sector) cannot exist, and the slogan’s
advocates will not part with their own or others’ blood to preserve it, period, then
the slogan was calling for revolutionary refusal of capitalism, however reformist the
slogan sounds.

The end of the Bush Administration, the intensification of the crisis of Neo-
liberalism, and Barack Obama’s ascension to presidential power since 2008, do not
change the logic of this conclusion, though they might change the atmospherics. For
Obama, just like every other president before him, is committed to the satisfaction of
capitalism’s energetic requirements. Thus it should not be surprising that even before
his promised draw down of occupying troops in Iraq begins, a “surge” of new troops
are being deployed into Afghanistan, making it clear to the protestor with the sign
that Obama too adheres to the basic equation of his predecessors: blood=oil.

Originally presented in New York, Feb. 2003, and revised in Feb. 2009.
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CLIMATE CHANGE, ENERGY, AND CHINA—TECHNOLOGY,
MARKET, AND BEYOND'

Dale Jiajun Wen (on behalf of Focus on the Global South)

limate change looms as the biggest threat to human civilization. In order to pre-
Cvent climate calamity, no one can continue business as usual: developed coun-
tries have to cut emissions drastically to prevent climate disaster, and developing
countries have to be engaged as well.

China has already overtaken the US as the world’s largest CO, emitter. How
do we combine the need and right to development with the right to a viable climate
tuture? This chapter will discuss energy and emission trends in China, the already-
felt impact of climate change there, the ongoing government efforts to address the
challenge, the diverse perspectives of various sectors on the topic, and some current
analysis on controversial issues like border tax adjustment and technology trans-
fer (these two issues are often discussed when people talk about China and climate
change). It will also raise questions regarding the current proposals like the various
market and techno-fix approaches.

SECTION 1: ENERGY AND EMISSION TRENDS IN CHINA:
CHINA AS THE PERPETRATOR AND VICTIM AT THE SAME TIME
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Figure 1 (above): China’s emission growth since 1980.> Black line: data from Carbon Dioxide Information
Analysis Center, gray line: data from Dutch EPA.

1 This chapter was commissioned for the book by Focus on the Global South. They had already
commissioned the writing of it as an Occasional Paper Report. It was published as Occasional Paper 6,
in February 2009, with the title: “Climate Change, Energy and China—Technology, Market and Beyond,”
under Creative Commons Attribution. The version reproduced here has been slightly shortened by the
editor, owing to space limitations for the book. The original, full version is available at http://focusweb.
org/pdf/occasionalpaper6.pdf.

2 Figure from “China’s Carbon Emissions: Theirs or ours?” by Jim Watson and Tao Wang at
http://www.wilsoncenter.org/events/docs/jim_watson_presentation.pdf.
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China has enjoyed spectacular economic growth in the last quarter century—the
average 9 percent annual growth rate is unparalleled in modern history. Despite the
improvement in energy efficiency, the energy demand of the country has grown con-
siderably. Especially since 2000, the energy sector in China has been growing faster
than the country’s GDP. The leaps in the annual energy use are frequently exceeding
the expectations of even the Chinese government and planning agencies. This results
in rolling blackouts, which have become a normal condition in some parts of the
country due to supply shortage.

In 2007, China overtook the US as the world’s top CO, emitter, several years
earlier than previously projected by IEA.
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Figure 2: National carbon emissions in 2007 (Estimates by Dutch EPA).?

In terms of cumulative emissions, from 1904 to 2004, carbon dioxide emissions
from fossil fuel burning in China made up only 8 percent of the world’s total over the
same period, and its cumulative emissions per capita only ranked 92" in the world.
It must be pointed out that even with the huge increase of emissions of China, its per
capita emission is just one quarter of the US, and 60 percent of the EU levels.
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Figure 3: Per capita carbon emissions in 2007 (Estimates by Dutch EPA).*

3 Ibid.
4 Ibid.
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One big reason for China’ fast growth of carbon emissions is that it has become
the “world’s factory,” or more precisely, the “factory owned by the world” Many com-
panies, including some of the most environmentally toxic ones, are subcontractors
or direct sub-units of multi-national corporations from the US, Europe, and Japan.
They are churning out more and more cheap consumer goods for western consum-
ers, while most of the profits are amassed by multi-national corporations that control
the brands and distribution channels. In essence, China is the kitchen, while the west
is the dining room.
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Figure 4: China’s emission due to export compared to other major emitters.®

According to estimates by Tao Wang of the Tyndall Center for Climate Change
Research of the University of Sussex, the emissions from exports from China in
2004 accounted for 1,490 million tons of CO,, while emissions avoided due to
imports was 381 million tons of CO,. This shows that 23 percent of China’s emis-
sions were due to net exports. This estimate is lower than some estimates made by
government officials and researchers, who claim that one third of China’s emissions
are due to exports.°®

In June 2007, Chinese Foreign Ministry Spokesman Qin Gang made the follow-
ing comment regarding the issue: “The developed countries moved a lot of manu-
facturing industry into China.... A lot of the things you wear, you use, you eat are
produced in China. On the one hand, you shall increase the production in China, on
the other hand you criticize China on the emission reduction issue.” The following
figure shows how China’s carbon emission has soared since 2000, together with its
export. It not only raises the thorny issue concerning “who owns China’s emissions,’
but also shows the failure of the “not in my backyard” type of elite environmentalism.
Indeed, developed countries have successfully exported their manufacturing activi-
ties to developing countries together with the carbon emission and other related pol-
lution. As we are still all living in the same planet, this must be addressed soon as the
greenhouse gases cannot be outsourced to the moon.

5  Ibid.
6  “Inequality, trust and opportunity” by Olivia Bina and Viriato Soromenho-Marques. http://
www.chinadialogue.net/article/show/single/en/2535-Inequality-trust-and-opportunity.
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SECTION 2: IMPACT OF CLIMATE CHANGE ON CHINA AND THE WORLD

2000 + - 1400
g 18007 + 1200
_E,. 1600 =
§ 1400 - + 1000 5.2.
£ 1200 - Leoo 8
S 1000 - s
5 800 - + 600 £
£ 600 ‘a0 2
el 200
E 200 T
0 — 1 T —— — 0
1980 1995 2000 2005
| — Carbon emissions — Exports

Figure 5: carbon emissions and exports grow hand in hand.”

There is great geographical disparity between carbon emitters and those impact-
ed by climate change. Emissions of carbon dioxide greatly vary between places, due
to differences in the level of development, technological capacity, and affluence. In
2000, 28 percent of global carbon emissions came from North American territories,
and only 0.09 percent came from Central African territories. Yet, Central Africa is
where global warming will cause the greatest human suffering. In fact, it has already
started—as estimated by the World Health Organization—there were between 40
and 120 extra deaths per million inhabitants in 2000.

In China, the impact of climate change is already obvious in certain areas. Take
the Qinghai-Tibetan Plateau as an example: many locals notice that “glaciers are
melting, the temperatures are rising and rainy seasons have become unpredictable”
While some urban dwellers there may welcome the warmer, more comfortable
weather, the changing climate is foreshadowing doom for the local ecology and
economy. Mado County in Qinghai Province (where the Yellow River originates)
used to have more than 1,000 lakes, now there are less than 300. The top reason for
the disappearance of lakes, according to a Tibetan environmentalist that I recently
interviewed there, is climate change. According to him, “many of these lakes are
seasonal and shifting. They come and go depending on the local snowfall and rain-
fall. From season to season, year to year, some may disappear while others appear in
new places. That is the normal process. So it takes us a while to realize that we are
having much fewer lakes today compared to thirty years ago. It is warmer nowadays
and there is much less snowfall” The disappearance of highland wetlands and the
degradation of grassland have already cost the livelihood of many nomadic herders.
In Mado County, it is estimated that around one fourth of the herders have become
ecological refugees—they have been relocated and are totally dependent on govern-
ment welfare now.

7 Figure from “China’s Carbon Emissions: Theirs or ours?” by Jim Watson and Tao Wang at
http://www.wilsoncenter.org/events/docs/jim_watson_presentation.pdf.
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The Qinghai-Tibetan Plateau has a small population itself, thus the government
can afford welfare for the current ecological refugees. But this will no longer be the
case if the current trend continues. The Himalayas have the largest concentration
of glaciers outside the polar caps. They are literally the “ice-tower” or “water tower”
of Asia. Seven of Asia’s great rivers—the Ganges, the Indus, the Brahmaputra, the
Salween, the Mekong, the Yangtze, and the Yellow River—are fed by Himalayan gla-
cier melts. Combined, these rivers provide the water needed for irrigation, industry,
and the daily use of about 3 billion people in Asia. The glaciers of the Himalayas are
also the fastest receding glaciers in the world. Many glaciers are retreating rapidly
at 15-25 meters per year. “Mount Everest is heating up at twice the speed of China’s
average and nearly triple the speed of the world,” according to a Greenpeace spokes-
person.® The victims of accelerated glacier melting will be far beyond the people
who are living there directly. The decline of water resources and increased variability
of water will negatively impact almost half the human population. For China, this
would further exacerbate its already serious water deficiency.

China is facing one of the world’s worst water shortages. Per capita, it only has
35 percent of the world’s average fresh water resources. The water distribution is also
highly uneven. The country is divided into two regions: the “dry North,” referring to
all areas north of Yangtze basin, and the “humid South,” which includes the Yangtze
River basin and everything south of it. The north has two-thirds of the country’s
cropland and one-fifth of the water. The South has one-third of the cropland and
four-fifths of the water. Climate change may further this imbalance. Climate models
predict that global warming would cause less rainfall in northern China and more
rainfall in southern China. This is consistent with observations in recent years. The
Huayuankou station of Yellow River has showed a decreased flow of 5.7 percent per
decade. There has been a continuous drought in the North China Plain since the
1980s, while flooding disasters have happened more frequently in southern China.
This trend has been especially enhanced since the 1990s.

Besides water crisis, climate change may threaten China’s food security. Global
warming could—if the worst predictions of scientists come true—lead to a drop
of between 20 and 37 percent in China’s yield of rice, wheat, and maize over the
next twenty to eighty years, according to a report published in September 2004 by
the Chinese and British governments.” In a more recent report commissioned by
Greenpeace,' scientists from the Chinese Academy of Agricultural Sciences have
warned that temperature rise, water scarcity, and loss of arable land could cut China’s
overall food production by 14 to 23 percent by 2050.

In 2008, a series of winter storm events affected large portions of southern and
central China. Heavy snows, ice, and cold temperatures caused extensive damage. It

8  VOA May 30, 2007 news, “Greenpeace Says Global Warming Melting Himalayan Glaciers,
Threatening Millions,” available at http://www.voanews.com/english/archive/2007-05/2007-05-30-voal3.
cfm?CFID=156738277&CFTOKEN=48752938&jsessionid=6630181bb7ae86034078753b5f372¢2a6925.

9  “Investigating the impacts of climate change on Chinese agriculture]” http://www.chi
na-climate-adapt.org/.

10 http://act.greenpeace.org.cn/event/olympic/climate-agriculture.pdf
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was China’s worst winter in half a century. In early 2009, a severe drought in northern
China—considered the country’s breadbasket—hit almost 43 percent of the country’s
winter wheat crop. The expectation of withered harvest has already driven up world
wheat prices. All these events are consistent with the trend of global warming: more
extreme weather conditions, more droughts in the dry north. They foreshadow a
turbulent climate future.

SECTION 3: CHINESE GOVERNMENT POSITION AND ACTIONS ON CLIMATE CHANGE

Fully realizing the ongoing impacts and the predicted vulnerability of China to cli-
mate change, the Chinese government is taking the issue very seriously. In June 2007,
the National Development and Reform Commission (NDRC) issued “China’s Nation-
al Climate Change Program,” the country’s first global warming policy initiative. In it,
the government outlined measures ranging from laws, economy, administration, and
technology, which aim to reduce greenhouse gas emissions and prepare the country
for both mitigation and adaptation. In October 2008, the government released a white
paper on climate change, which summarizes China’s ongoing effort to combat climate
change, as well as clarifies China’s position in international climate negotiations.

As China and the US are the world’s biggest producers of greenhouse gases, the
US has often used China as an excuse for inaction. But contrary to common aware-
ness, China is already implementing a comprehensive and aggressive energy policy
that tackles greenhouse gas emissions. The following is an incomplete summary of
China’s current goals and actions in addressing climate change.

TO REDUCE NATIONAL ENERGY INTENSITY (UNIT ENERGY PER GDP) BY 20 PERCENT
IN 2010 COMPARED TO THAT OF 2005

As industry is the biggest energy consumer and greenhouse gas emitter so far, Chi-
nese policies are now focused most strongly on improvement of industrial efficiency
to reduce emissions. China’s leaders’ view is that energy conservation and efficiency
should be addressed before searching for new fossil fuel sources.

The “Thousand Enterprises Program” identified 1,008 top energy consumption
enterprises (33 percent of the country’s energy consumption), and incentives have
been applied in order to improve their energy efficiency. The program’s goal is to re-
duce China’s coal consumption by 100 million metric tons, approximately 5 percent
of annual CO, emissions for China. The program is essentially a contract between the
government and industry, or negotiated targets with commitments and time sched-
ules on the part of all participating parties. A number of government departments
and entities are involved in the top-1,000 enterprise program, including the Depart-
ment of Resource Conservation and Environmental Protection of NDRC (which
promotes energy saving in China), the National Bureau of Statistics (which collects
and manages statistical information of enterprises in China), the state-owned Assets
Supervision and Administration Commission (which manages major state-owned
enterprises in China), the Office of National Energy Leading Group, and the General
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Administration of Quality Supervision, Inspection, and Quarantine."

China is replacing old inefficient power plants and factories with state-of-the-art
new units. In 2007, the government announced a timetable for thirteen industries
in different areas to close down backward production facilities as part of the latest
Five-Year Plan period. In 2007, small thermo-power generating units, which pro-
duce 14.38 million kilowatts of energy, were stopped. At the same time there were
reductions of about 46.59 million tons of iron-smelting capacity, 37.47 million tons
of steel-making capacity, and 52 million tons of cement production capacity. More
than 2,000 heavily polluting paper-making plants, chemical plants, and printing and
dyeing mills were ordered to close down, as were 11,200 small coal mines.

The government has recently reformed the passenger vehicle excise tax to encou-
rage the production and purchase of smaller-engine vehicles, and to eliminate the
preferential tax rate that applied to sport utility vehicles (SUVs). The fuel efficiency
standard for motor vehicles is increasingly stringent. While the Corporate Average
Fuel Economy (CAFE) Standards in China are lagging behind that of Japan and Eur-
ope (who are world leaders in this aspect), they are far above the US.

The government is setting goals and taking actions for energy-efficient lighting.
With subsidies from the government, 50 million energy-saving bulbs are now being
distributed to households all over the country, and within the coming three years
more than 150 million energy-saving bulbs will be distributed.

Green building initiatives are underway. By October 2007, 97 percent of all new
urban construction across the country conformed to energy saving standards for the
design stage, and 71 percent for the construction stage, a respective increase of 1 and
17 percentage points over 2006. Energy-saving renovations to existing buildings are
also carried out—tasks have been assigned to different regions to install measured
heating equipment and complete energy-saving renovation to a total of 150 million
m’ of floor space.

TO RAISE THE PROPORTION OF RENEWABLE ENERGY (INCLUDING LARGE-SCALE
HYDROPOWER) IN THE PRIMARY ENERGY SUPPLY BY UP TO 10 PERCENT BY 2010,
AND 15 PERCENT BY 2020

In 2005, China set two wind power goals—5 GW by 2010 and 30 GW by 2020—but
it has consistently outpaced them. While 500 MW of new wind capacity was in-
stalled in 2005, the pace of installation accelerated considerably in 2006, with 1.3
GW installed—an amount equal to the total over the previous two decades. By 2007,
it had already reached 5 GW, and it raised its 2020 target to 100 GW. China is now the
fifth largest wind energy producer in the world. China’s solar industry is also grow-
ing rapidly, having produced 35 percent of the global supply of solar photovoltaic
in 2007 (up from 20 percent in 2006), most of which is exported to other markets.
China already accounts for 70 percent of global production and use of solar hot wa-
ter heating systems.

China is already the world leader in renewable energy capacity (with 42 GW in

11 More detailed info about the program can be found at http://ies.lbl.gov/iespubs/2007aceee.pdf.
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2005, excluding large hydro projects). In 2005, China tied with Germany for the largest
national investment in renewable energy, excluding large hydro-power, which amounts
to $7 billion. This was primarily directed to small hydro and solar hot water projects.

Other policy goals include a 20 percent increase in forest coverage by 2010, and
an increase of annual volume of carbon dioxide in carbon sinks by 50 million tons by
2010 compared to that of 2005.

China is not the only developing country that is taking concrete actions to com-
bat climate change. Often unknown to western readers, the unilateral measures by
developing countries including China, when implemented, are expected to signifi-
cantly reduce emissions even if compared to the commitments by Annex 1 countries
in the Kyoto Protocol.

The Center for Clean Air Policy’s 2006 report titled “Greenhouse Gas Mitigation
in China, Brazil, and Mexico: Recent Efforts and Implications” said:

Unilateral policies and programs adopted by China and Brazil between 2000 and
the end of 2005, if fully implemented, were projected to be greater in 2010 than
those to be achieved by the United States’ voluntary carbon intensity reduction goal
and approximately 40 percent of the domestic reductions to be achieved in the 15
EU countries under their Kyoto Protocol target. As discussed above, a number of
additional measures have been adopted since the end of 2005 in these countries which
are expected to further reduce emissions. These reductions are significant when
compared with the reductions in developed countries under various commitments

or proposals.'?

The Report further states that:

With full implementation, combining the measures identified in our earlier report
with these new measures yields total annual GHG emissions reductions in China,
Brazil, and Mexico that are greater than the annual reductions under the Kyoto
Protocol (without the US), EU’s reduction commitments in 2020, and the reductions
estimated in the early years of the main US legislative proposals with a total reduction

0f 2,100 MMTCOze (2,100 Million Metric Tons of CO, Equivalent).

SECTION 4: EMISSION REDUCTION, BINDING COMMITMENT OR NOT?—
COMMON BUT DIFFERENTIATED RESPONSIBILITIES AND GEOPOLITICS

“Common but differentiated responsibilities” as outlined in UNFCCC is one of the
guiding principles of the Chinese government’s position on international climate ne-
gotiations. To cite the October 2008 government white paper, China sticks to the fol-
lowing principles to address climate change:

To uphold the principle of “common but differentiated responsibilities,” which
is a core principle of the UNFCCC. Both developed and developing countries are
obligated to adopt measures to decelerate and adapt to climate change. But the level

12 http://www.ccap.org/docs/resources/64/Developing_Country_Unilateral_Actions_2007_Update.pdf
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of their historical responsibilities, level and stage of development, and capabilities
and ways of contribution vary. Developed countries should be responsible for their
accumulative emissions and current high per-capita emissions, and take the lead
in reducing emissions, in addition to providing financial support and transferring
technologies to developing countries. The developing countries, while developing
their economies and fighting poverty, should actively adopt adaptation measures,
reduce their emissions to the lowest degree and fulfill their duties in addressing
climate change.

But how do we interpret “common but differentiated responsibility” on a practi-
cal level? At the December 2008 Poznan climate negotiations, Chinese representa-
tives argued for a “per capita accumulative emission convergence” as representing
the equity principle. China, along with the rest of the Group of 77 (G-77), stressed
that developed countries have continued to fail to fulfill their financial commitments
as well as drag their feet in technology transfer, and that some significant progress
must be made on these fronts. They pressed the developed countries to implement
their finance and technology transfer commitments as already outlined in UNFCCC
as a condition for serious discussion on some other issues that developed countries
are pushing for.

However, given China’s status as one of the biggest emitters, and citing its im-
pressive economic growth in the last two decades, there are growing pressures from
countries in the west that China should unilaterally commit itself to binding emission
reductions without pre-conditions. What do the Chinese think about the issue?

Hu Angang, a public policy professor at Tsinghua University in Beijing thinks
that China should bind itself to international goals to slash greenhouse gas emission
without conditionality. As reported by Reuters in September 2008, Hu’s suggestions
to China’s leaders, as well as a recent essay, argues that China could emerge as an eco-
nomic and diplomatic winner if it vows to cut gases from industry, farms, and trans-
port that are trapping increasingly dangerous levels of solar heat in the atmosphere.
“It’s in China’s own interest to accept greenhouse gas emissions goals, not just in
the international interest,” he suggested. According to his recent paper published in
Contemporary Asia-Pacific Studies, China’s greenhouse gas pollution would continue
rising until around 2020. The country would then “dramatically” curtail emissions,
cutting them by 2030 to the level they were in 1990 and then half of that by 2050."

Hu’s position is a minority view in China, which he himself has acknowledged.
Among Chinese scholars and NGO activists who are working on climate issues, I
have yet to meet anyone who agrees with his notion, even though most of them agree
that China should try its best to cut emissions and explore a low carbon development
pathway as soon as possible. The difference is mostly due to different understandings
of international politics. In the same interview with Reuters, Hu revealed another
reason for his advocacy: “Like joining the WTO, this should be used as international
pressure to spur our own transformation.” While he undoubtedly thinks that China’s

13 “China government adviser urges greenhouse gas cuts,” by Reuters News on 08 September 2008,
by Chris Buckley, available at http://www.reuters.com/article/reutersEdge/idUSPEK19898020080908.
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WTO accession is a great success, not everyone agrees.

China has made huge concessions during the WTO accession in certain sectors.
For example, once the stipulated tariftf reductions were fully implemented, China’s
agricultural sector would be more open than that of Japan and South Korea. Be-
tween 2000 and 2002 (China joined WTO in 2001), the income of 42 percent of rural
households decreased in absolute terms. Largely due to the rural exodus caused by
social economic factors including the WTO, it is estimated that China has to keep its
economic growth rate at 8 percent minimum to keep unemployment at bay.

Given these facts, there is no wonder that there are ongoing debates about
China’s WTO accession. Internal debates aside, the international impact of China’s
WTO accession cannot be ignored as well. According to a third-world trade activist
who preferred to remain anonymous, Europe, the US, and Japan have often used
China’s example in recent WTO talks to pressure other developing countries to give
more concessions. The common argument is, if China has agreed to this and that,
why can't you?

Given such domestic and international background, many scholars and activ-
ists think that it is important for China to avoid the same mistakes similar to the
WTO accession in international climate talks, instead of repeating the “success” as
perceived by Prof. Hu. This is why the official position of the government has lots of
traction among Chinese climate researchers and activists. Domestically, they agree
with Hu that China would be one of the biggest victims of global warming if the
crisis were not abated. Thus they ardently support the ongoing measures by the gov-
ernment to reduce emissions, and many are pushing for even more drastic actions.
Internationally, they think that as a leader of developing countries, China should
take a strong stand for the advocacy of development rights and equity principles to
preserve the policy space for developing countries in general. Furthermore, it should
also use its power to push developed countries for implementation of existing com-
mitments and further commitments. After all, the developed countries have contrib-
uted to 75 percent of accumulative greenhouse gas (GHG) emissions with only 20
percent of the global population. As the biggest accumulative emitter and per-capita
emitter, the US has withdrawn from any climate agreement so far. And the emissions
by Europe and Japan have continued to climb despite the binding commitments in
Kyoto Protocol. If this trend is not reversed, the climate future would be doomed
even if developing countries disappeared completely (thus reducing their share of
GHG emissions to zero).

SECTION 5: PUBLIC OPINIONS AND VOICES FROM THE “CIVIL SOCIETY"

Since the early to mid-1990s, the Chinese government has allowed environmental
NGOs to proliferate. Presumably, it hopes that these NGOs can fill in a gap in pub-
lic education and help to address the country’s pressing environmental problems.
Environmental NGOs have rapidly moved into the newly opened political space.
Right now, environmental groups are probably the fastest growing non-governmen-
tal organizations in China. Many international environmental NGOs, like the Nature
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Conservancy, Conservation International, World Wildlife Fund, and Greenpeace,
have established offices in China as well.

Environmental NGOs are very active in the campaign for energy efficiency. For
instance, in July 2007, forty NGOs jointly launched the “20 percent Energy Saving
Citizen Actions,” in response to the government target of improving energy efficiency
by 20 percent by 2020. In March 2007, eight NGOs, including the Friends of Nature,
Oxfam Hong Kong, Greenpeace, Action Aid China (AAC), Global Village Beijing,
Worldwide Fund China (WWF), Green Earth Volunteers, and the Institute of Public
and Environmental Affairs came together to initiate the “Chinese Civil Society’s Re-
sponse to Climate Change: Consensus and Strategies” project. The aim of the project
was to raise the level of awareness and concern about climate change within Chinese
civil society, to seek common positions and strategies based on Chinese realities,
and to call for common actions to combat climate change. Over 200 NGOs joined
a survey, and dozens of NGOs participated in several rounds of consultations and
workshops.

The project produced two reports: the first report, “The Feasibility Study on
Chinese Civil Society’s Response to Climate Change,” summarizes the perspectives
and positions of various governments and civil society groups around the world in
the international climate negotiation, and aims to help Chinese civil society form
positions and strategies on climate change based on Chinese conditions and realities;
the second report, “Climate Change Impacts on China: Thoughts and Actions for
Chinese Civil Society,” attempts to establish a common perspective for Chinese civil
society on the topic. In the latter report, the consensus positions on global warming
of the participating NGOs are presented as follows:'*

Positions of Chinese Civil Society
In order to avoid the worst impacts of climate change, countries around the
world should take immediate actions. Chinese civil society hence calls for:

Position One: The governments of the world to set a common goal to tackle
climate change under the auspices of the United Nations Framework Convention on
Climate Change.

Position Two: To differentiate responsibilities between developed countries and
developing countries in tackling climate change.

The developed countries to take the lead to drastically cut their GHG emissions
and to provide assistance to the developing countries in areas such as technology trans-
fer and funding through effective mechanisms.

Developed countries and developing countries should explore low carbon sustain-
able development together.

Position Three: The Chinese government should participate more proactively in
international efforts to tackle climate change, taking responsibilities of global climate

protection while securing the right to social and economic development.

14 Seein “A Warming China: Thoughts and Actions for the Chinese Civil Society” at http://www.
greenpeace.org/raw/content/china/zh/reports2/social-action.pdf.
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The Chinese government should reform its economic development model and its
energy structure to implement its energy efficiency target and to promote faster devel-
opment of renewable energy, therefore controlling its GHG emissions.

Position Four: To apply the principle of social equity in drafting and implement-
ing the adaptation and mitigation policies; to raise the capacities and conditions of the
vulnerable groups and regions on adaptation; to prevent and reduce negative effects of
policies, technologies and market mechanisms on the local environment when mitigat-
ing climate change.

Position Five: The Chinese government to encourage and ensure the participation
of civil society in the climate change policy-making process and implementation and

monitoring processes.

While such actions by these environmental and development organizations
should be praised and encouraged, one should also realize the ambiguous position
they occupy in the public sphere. On the one hand, environmental conscience is in-
creasing, and green NGOs are growing rapidly. On the other hand, they are increas-
ingly being accused of acting like foreign agents who are trying to stop China’s devel-
opment, especially when they are engaged in public debate. While such accusations
bear little or no truth at all, the heavy dependence on international funding makes it
difficult for many environmentalists to defend themselves. Such accusations, when
coming from some sections of the public, also serve as a sober reminder that non-
profits are only part of the civil society, instead of representatives of the civil society.

Terms like “NGO” (non-governmental organization) and “civil society” are in
many circumstances used interchangeably, and it is often assumed that non-profit
organizations represent NGOs."> Another often-held assumption is that a growing
middle class would foster more accountability and more open civil society, thus lead-
ing towards a liberal democracy. Unfortunately, these assumptions are not necessar-
ily true. A Chinese professor once commented wittily, “not all organizations from
civil society are good or progressive. To give an extreme example, the mafia is also
one form of civil society”*¢

Instances of citizens’ self-organizing are indeed growing rapidly in China. While
the above example of a joint statement on climate represents the better part of civil
society and is encouraging, there are opposite examples of middle class organizing.
One recent case involves the ongoing debate about gas price. With the recent crash
of the oil price, there are talks to finally implement the long discussed fuel tax. This
has caused lots of resentment and organized opposition among the rising middle
class—many think that it is their given right to imitate the US lifestyle, just as then-
President George Bush declared at the Earth Summit in 1992, “the American way of
life is non-negotiable” In November 2008, organized by a Beijing law firm, 1,773 pri-
vate car owners submitted a letter to the government, complaining that the current

15  One such example is the above statement: a group of non-profit organizations came together
and worked out a joint announcement, and called it “positions of Chinese civil society”

16  Sadly, in certain areas of rural China, mafia is indeed the fastest growing type among all the
NGOs. He Xuefeng, a leading expert on China’s rural development, has documented such cases.
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gas price was not as low as that of America and lobbying against the planned fuel tax.
They demanded that the oil price should also “get on track with the world”—a catch
phrase often used in the reform era, stipulating that China should copy the rules
of the west. In most circumstances this phrase has been used, “the west equals the
world,” a very problematic bias indeed. These car owners went one step further: the
US equals the world. They did not compare the gas price to that of Japan or Europe,
where the high population density and other resource constraints are more compa-
rable. (As of December 30, 2008, gas price in Beijing was around 5.15 Yuan/litre [0.54
Euro/litre or $2.86/gallon], while similar grade gas costs around 1.10 Euro/litre in
Germany, making it twice as expensive). They also did not complain earlier in 2008,
when the gas price in China was much cheaper than in the US. When raw oil price
skyrocketed from $70-140 US per barrel, the gas price at the pump only increased by
20 percent, which was made possible through a combination of direct government
subsidies and the loss-making operations by the state-owned oil companies, because
the government took these active measures to dampen the shock.

This group of 1,773 car owners is only the tip of the iceberg—they are organized
enough to lobby the government. While on the other side, as far as I know, only ten
professors and a handful of energy experts have come out in support of the fuel tax,
and no environmental group has taken a position, probably for fear of offending the
car-driving middle class—or more precisely, the elite class, which comprise less than
five percent of the population. Exactly because of this elite status, car owners are
the most organized and vocal part of the “public” With many media professionals
part of the car driving elites or expecting to join soon, they are the most dominant
“public” voice in the ongoing fuel tax debate. In Chinese newspapers, these 1,773 car
owners are often being portrayed as heroes in defense of “public” interest against the
“evil” government and “evil” state-owned oil companies. There are lots of opinions
on the internet criticizing automobile-based growth—for example, some Chinese
bloggers went as far as proposing a 100 percent car purchase tax and suggesting that
the money be used to subsidize public transportation, but one seldom reads such
ideas in the printed press.

Given all these, it is not surprising that, in the latter part of 2008, the best-selling
book related to the subject of global warming was titled Global Warming: Unreason-
able Scare. It is the Chinese translation of a book by two American authors, Dennis
T. Avery and S. Fred Singer, titled Unstoppable Global Warming: Every 1,500 Years.
The authors claim that global temperatures have been rising primarily—or entirely—
because of a natural cycle. It’s not very dangerous, and humans can't stop it anyway.
The middle class are happy to read what they would like to hear, instead of the reality
they need to know. Similar to many urban elites in other parts of the world, China’s
middle class are largely sheltered from the negative impact of climate change: it is at
most an inconvenience, if not outright conspiracy.

The ignorance of the consuming elites is especially depressing when one real-
izes how many Chinese are already negatively impacted by climate change. As men-
tioned above, a significant number of herders in Qinghai-Tibetan Plateau have had
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to abandon their previous livelihood and become welfare recipients. In Northwest
China, hundreds of thousands of people are being driven from place to place because
of droughts and the encroaching desert. Farmers in many places are reporting shift-
ing weather patterns and more unpredictable rainfalls that are hurting agricultural
production. Unfortunately, many of these people do not necessarily link their “local”
problems with global issues like climate change (at least not yet), let alone articulate
it. And they are largely voiceless. During the last quarter century of market-oriented
reform, herders and farmers in China had been increasingly marginalized. In most
cases they are not seen as a constituency of the environmental movement either. So
far, most environmental NGOs, especially those based in Beijing, have focused their
efforts on educating and converting the more conscientious part of the urban elites.
If they can reach areas away from the comfort zone of their middle-class enclave
and reach the real grassroots who are suffering the consequences of environmental
degradation, they will gain a much larger support base, and improve their own un-
derstanding of environmental challenges, including global warming.

SECTION 6: BORDER TAX ADJUSTMENT

Influenced by the US green-labor alliance, one key demand of the American cli-
mate community is the right to unilaterally implement border tax adjustment (BTA)
to protect jobs. The claim that American workers are losing manufacturing jobs to
China is often used as an argument. Let us first examine this premise. Is China really
stealing jobs from the US and other parts of the world? Yes, huge amount of manu-
facturing has been relocated to China. As explained earlier, one major reason for the
rapid increase of China’s GHG emissions is that it has become the industrial platform
of the world. But, contrary to what many think, China’s export-oriented growth has
not created a net increase in China’s manufacturing jobs. On the contrary, China ex-
perienced massive job losses. From 1995 to 2002, manufacturing jobs decreased by
15 percent—from 98 million to 83 million."”

This seemingly paradoxical phenomena was caused by machines replacing la-
bor. China used to have a machine tool industry built for a populous country. For
example, compared to the western machines, Chinese textile machines employed
ten times more workers, but required much less initial capital investment (and were
likely to be less energy intensive as well). But in the relentless pursuit of efficiency
and profit during the reform era, foreign machines (mostly imported from Germany
and Japan) became increasingly favored. In 1997, former Prime Minister Zhu Rongji
ordered the destruction of massive numbers of locally-made machines. As a result
of such transformation, large numbers of textile workers have been laid off, even
though Chinese textiles gained a bigger market share around the world. In former
state-owned enterprises (SOEs), an eight-hour work day was the norm, and work-
ers got one day off every week. With the massive privatization of SOEs, sweatshops
became more widespread, twelve-hour work days became the norm in many coastal
factories, and now workers are lucky to get one day off per month.

17  China Statistics Yearbook, 2002.
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Between 1996 and 2002, manufacturing jobs decreased by 22 million globally.
Thus China’s job loss of 15 million in the same period accounted for two-thirds of
the global shrinkage. Besides the massive net job loss, China’s transformation into
a global industrial platform has created more wealth for transnational corporations
instead of its own citizens; although much manufacturing happens in China, it is
the western companies that capture the lion’s share of the profits. Again, take China’s
“highly competitive” textile industry as an example: Chinese producers receive less
than 10 percent of the profit, while more than 90 percent of the profits go to western
companies that control the brands and distribution channels. Rather than blaming
China for stealing jobs from the world, we should instead understand global restruc-
turing according to neoliberal rules and how it destroys jobs around the world. In
this light, China may not be seen as the culprit but rather a participant of the current
development model; a small minority of Chinese have joined the global elites in the
process,'® while the working class are being marginalized just as elsewhere.

Popular media in the US often blames China for the manufacturing job losses.
However, American ruling elites are perfectly aware of the facts. In a congressional
testimony in May 2005, William H. Overholt, Chair in Asia Policy Research from
the conservative think tank, RAND Corporation, acknowledged that “rapid Chinese
globalization has required stressful adjustments. State enterprise employment has
declined by 44 million. China has lost 25 million manufacturing jobs”*®

His numbers were even bigger than the Chinese government numbers cited
above, as he was referring to a longer time frame.

It is really sad that instead of looking into these facts and analyzing what is wrong
with the system, the US unions are often buying the misguided narrative that blames
other workers who are supposedly “stealing” their jobs. A Chinese labor activist once
commented on this tragic reality of global labor movements, “it seems to me that it
is the big capitalists who have learned the most from Marx: they have unity through
institutions like the WTO and IMF while the working class in different countries
are often being pitched against each other” Viewed from such an angle, the border
tax adjustment advocated by US unions is another knee-jerk response, instead of a
well-thought-out policy option resulting from careful examination.

If the purpose of border tax adjustment is to prevent employment leakage,” it
is questionable how effective such protectionist measures can be without addressing
the deeper structural problems outlined above. Also, there are better ways to protect
jobs. For example, one possibility is for American workers to support Chinese pro-
posals to reduce and eliminate preferential treatments of transnational corporations.

18  Such people are often called the “comprador class” in China, meaning Chinese representatives
of foreign (often western) interests.

19  “China and Globalization,” William H. Overholt, Testimony presented to the US-China Eco-
nomic and Security Review Commission on May 19, 2005, available at http://www.rand.org/pubs/testi-
monies/2005/RAND_CT244.pdf.

20 Ina November 2008 climate change conference in Washington DC, a labor leader from AFL-
CIO gave a twenty minute presentation about how jobs are being lost to China, and why BTA is needed to
protect American jobs.
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In order to attract foreign direct investment, the Chinese government has imple-
mented many favorable measures like the lower tax rate enjoyed by foreign corpora-
tions compared to domestic ones.

There are growing calls now to reduce and eliminate such super-citizenship
treatments of multi-national corporations from many sectors in China. US unions
can support such efforts, as it can be a truly win-win situation for workers on both
sides of the Pacific. As there will be less tax incentive to relocate to China, US work-
ers can better protect their jobs. For Chinese workers, a bigger percentage of the
corporations’ profit will stay within their community, instead of being siphoned off.
The key is for the global working class to explore ways to work together to make
capital more accountable and rooted, instead of being pitched against each other.

If the purpose of BTA is to prevent carbon leakage, there are also many problems
on this front as well. First, how is leakage defined? Empirical data hint that almost
all new energy-intensive installations in developing countries, such as those for steel,
cement, chemicals, etc. are more efficient than existing ones in developed nations.
So the baseline emissions can be lower in developing countries’ new installations
than in developed ones. Second, BTA undermines the principle of common but dif-
ferentiated responsibility, and can be perceived by many developing countries as a
back door maneuver to force them to take on similar levels of mitigation. This is
counterproductive to confidence-building. There are much more clever and sustain-
able ways to get carbon/energy-intensive industries from developing countries into
a global deal.

In 2007, realizing the resource pressure created by the rapid export increase of
energy intensive products including steel and cement, the Chinese government first
reduced tax rebates, then further imposed an export duty on such products. The vol-
untary “border tax adjustment” measure was taken up by taxation authorities with
advice from the State Environment Protection Agency, and it significantly lowered
the exports of the targeted products (40 percent for certain categories of products).
Now the State Environment Protection Agency is researching the feasibility for a full
range of green taxes. Developing countries should be strongly encouraged to take
such measures. On the one hand, it addresses the competitive concern of developed
countries to a certain extent, while on the other, it may serve developing countries
in the long run. After all, most developing countries are poorer in resources than
developed ones on a per capita basis,*! so large volume export of resource and energy
intensive products is probably not for the long-term benefit of the country, even if
the production is more efficient in a narrow economic sense.

However, these measures should remain voluntary instead of mandatory for
a certain time frame, as developing countries need the policy space to decide for
themselves instead of being forced to take a similar level of mitigation responsibil-
ity prematurely. Border tax adjustment by the importing countries should only take

21  According to WWF 2008 Living Planet Report, the per capita biocapacity is 3.7 global hectare
for high-income countries, 2.2 global hectare for middle-income countries, and 0.9 global hectare for
low-income countries.
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place as the last measure of penalty, say, against the US if it continues to refuse their
responsibility as Annex 1 countries, or against certain sectors of a developing country
if it refuses to take the voluntary measure after a certain agreed-upon grace period.
Instead of unilateral measures as currently proposed, it would be more efficient and
more equitable if the system was implemented under UNFCCC. The border tax col-
lected should go into a general fund, where the money can be used for mitigation and
adaptation measures in developing countries.

Unfortunately, border tax adjustments as proposed or practiced by the western
countries are going exactly the opposite direction. In June 2009, EU and US made a
WTO complaint regarding China’s export tarift on a series of energy intensive goods
including charcoal, citing unfair competitive advantage for Chinese firms. And it
was only March 2008 that EU decided to charge a five-year anti-dumping tariff on
Chinese charcoal. It seems the real logic is, “When we don’t need so much charcoal,
you are dumping; when we do need more charcoal, your export tariff is unfair. When
things are not perfectly aligned with our interests, you must be doing something
wrong?” It is especially ironic that this WTO complaint was made at the same time
the west is drumming up support for border tax adjustment against developing
countries. If they really care about carbon emissions, why do they want to prevent
developing countries using export tariff to reduce energy intensive exports? Or is
border tax adjustment just another excuse for trade protection, as it has always been
suspected by many developing country observers?

SECTION 7: WHERE IS THE OPEN SOURCE MOVEMENT FOR THE CLIMATE?—THE ISSUE OF
INTELLECTUAL PROPERTY AND TECHNOLOGY TRANSFER

Advocates of intellectual property rights from the west often claim that it will provide
a stimulus of innovation and catalyst for the deployment of environment-friendly
technologies. But in reality, there are plenty of examples to the contrary. One such
case can be found in the Montreal Protocol, allegedly one of the more successful in-
ternational environmental agreements. Corporations have patented refrigerants that
do not destroy the ozone. Instead of stipulating measures like compulsory licensing
to facilitate the rapid adoption of such technology around the world, corporations
are allowed to continue to charge high monopoly prices that many developing coun-
tries cannot afford, while compromises are being made to postpone the phase-out
period. For example, in the case of hydrochlorofluorocarbons or HCFCs, Article 5
countries (developing countries) only have to freeze production on January 1, 2016,
then eliminate it on January 1, 2040, in exchange for the unconditional protection
of corporate patents. Usage of certain types of HCFCs like HCFC-141b, HCFC-
142b, HCFC-22 has been in sharp increase in recent years, mostly due to increasing
refrigeration in China and India. As a result, 2006 saw the worst depletion of the
ozone layer in history (UNEP 2006, “2006 Antarctic ozone hole largest on record”).
These HCFCs are also powerful global warming gases, often tens of thousand times
more potent than CO,. In a strict economic sense, this arrangement in the Montreal
Protocol can even be argued as a win-win compromise: the western corporations
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continue to enjoy the benefits of monopoly patents, and the developing countries
continue to enjoy the low cost of HCFCs until 2016. The loser is the environment
and our shared planet.

It is not only the developing countries that suffer from the obstacles created by
the current intellectual property system. One revealing example is the case of Ener-
con, one of the most innovative wind energy companies in the world. Enercon is the
third-largest wind turbine manufacturer in the world and has been the market leader
in Germany for several years. One of its key innovations is the gearless (direct drive)
wind turbine in combination with an annular generator. As gearbox problems are re-
sponsible for most down time in conventional wind turbines, this new design signifi-
cantly improves efficiency and reduces maintenance needs. However, Enercon has
been prohibited from exporting its wind turbines to the US until 2010 according to a
WTO ruling, allegedly due to infringement of US patent 5083039 held by Kenetech.
Enercon claims their intellectual property was stolen by Kenetech and patented in
the US before they could do so. Kenetech made similar claims against Enercon. Dur-
ing an investigation by the European Parliament, a US National Security Agency
employee revealed that detailed information concerning Enercon was passed on to
Kenetech via ECHELON.* In early 2008, Enercon reached a cross-patent agreement
with its competitor General Electric (which holds US Patent 7397143, a later patent
partly based on US patent 5083039). During this long drama of international espio-
nage and legal battles, neither Kenetech (which went bankrupt in 1997) nor General
Electric have built or installed any direct-drive wind turbines based on the disputed
technology. In short, in this particular case, all that the WTO rules and IP rules have
achieved is to prevent the deployment of this climate-friendly technology in the US
until now. Once again, the environment loses.

One beauty of knowledge and ideas is that they are non-competitive and non-
exclusive, unlike most material goods. If you have an apple and I have a pear, and we
make an exchange, then I only have an apple and you only have a pear. If you have
an idea and I have another idea, and we make an exchange, then both of us will end
up with two ideas. My use of a certain technology does not prevent you from using
the same technology. But the current intellectual property system treats knowledge
as a rival and exclusive resource: if I patent an idea, nobody else can use it unless
they can pay the monopoly price. There are better ways to stimulate innovations and
deploy technologies than commodifying and monopolizing knowledge in this way.
One successful example is the vibrant open-source and free software movement in
the IT industry. The “free software” and “open-source” movement has millions of
followers who contribute their time freely. It has produced impressive technologies
including Linux and OpenOffice. These products are great low cost or even zero cost

22 ECHELON is a name used in global media and in popular culture to describe a signals intelli-
gence (SIGINT) collection and analysis network operated on behalf of the five signatory states to the UK-
USA Security Agreement (Australia, Canada, New Zealand, the United Kingdom, and the United States).
The above case regarding ECHELON is documented in a EU Parliament investigation, and its report
available at http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+REPORT+A5-2001-
0264+0+NOT+XML+V0//EN&language=EN.
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alternatives for consumers around the world, and viable substitutes to software from
industrial monopolies like Microsoft. Instead of conventional copyright or intellec-
tual property, free software often uses the following principles of “copyleft,” which

means:
1. the freedom to use and study the work,
2. the freedom to copy and share the work with others,
3. the freedom to modify the work,
4. the freedom to distribute modified and therefore derivative works,
5. all derived work should be distributed under the same or equivalent “copyleft”
license.

It promotes free sharing and further development of ideas and knowledge, in-
stead of validating the monopoly of knowledge.

I have spent a fair amount of time trying to convince my Chinese friends that
climate change is a real threat instead of another conspiracy by the rich countries to
stop the economic growth of the developing countries. Oftentimes it is frustrating, but
it has its reward as well; sometimes one is being asked sharp and thought-provoking
questions. One such question comes from a friend working in the IT industry. He
gave me quite a powerful argument, as paraphrased below:

If global warming is really a serious threat to human civilization as you are telling me,
then where is the open-source movement for the climate? [ am an active participant
of the free software movement. Every week I spend more than ten hours of my free
time on it, like millions of other tech guys around the world. We all understand that
the free software we help to create and distribute probably hurts the profit margin
of the whole IT industry. But there are more important things in life than making
money at all costs. So this is what we do to make the world a bit better and fairer.
Unless I see a comparable movement for the climate, I will always suspect that you
guys are just another interest group, and the whole climate change thing might be
some hype to sell certain kind of proprietary technology of the west.

I was at a loss to argue against his suspicion: he and the movement he is in have
walked the walk, while the climate community has only largely talked the talk. The
technology transfer mechanism under UNFCCC has yet to transfer one single piece
of equipment or technology to developing countries. Then there is the World Busi-
ness Council for Sustainable Development (WBCSD), a CEO-led global association
of some 200 companies dealing exclusively with business and sustainable develop-
ment. WBCSD did establish an Eco-Patent Commons project in early 2008, where
companies can pledge eco-friendly patents to the public domain. Companies can
choose which patents they want to put into the “pool”—one patent is enough to
get in and claim the badge of honor. So far, seven companies (IBM, Nokia, Bosch,
Xerox, Dupont, Pitney Bowes, Sony) have joined it, but what they have donated are
hardly breakthrough or potentially big sales technologies. During the December
2008 Poznan talk, WBCSD representatives called it “completely unacceptable for in-
dustry” that a UN climate agreement would include compulsory licensing of patents.
They want technology transfer only to take place through projects that require the
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participation of multi-nationals. All these make the earlier Eco-Patent Commons
initiative look like a greenwash exercise—or even worse, a typical cynical attempt to
head-off compulsory licensing.

“Where is the open source movement for the climate?” This question from
someone outside the environment movement could be a challenge for everyone who
works on climate-related issues, whether in the government, business, or non-profit
sector. Until we produce a Linus Torvalds or Richard Stallman?® of climate-related
technology, until some significant eco-friendly technologies are put into the public
domain, the suspicion that the climate community is just another interest group will
always linger in many people’s mind. We have to walk the walk to prove otherwise.
Global warming is one huge crisis of the commons, and we need collective efforts and
ingenuity to rebuild the commons. Ideas of reciprocity as embodied in the “copyleft”
principles are better suited for this purpose, instead of further commodification as
promoted by the current IP regime.

Besides the hurdles presented by the IP regime, another block to talking con-
structively about climate and technology is that so many people assume that the
ideas to be shared in a “climate commons” will come mainly from TNCs, or high-
tech professionals (people like Linus Torvalds or my IT-industry friend) who are
altruistic enough to devote time and energy to open-source. In fact, the ideas and
technologies that need to be shared are not necessarily “high-tech” and will also
come from communities across the world: Indian river valley farmers refining their
non-carbon customary irrigation systems, Brazilian farmers seeking to restore and
promote mixed agriculture, Chinese peasants using biogas digesters to turn wastes
into fuel and green fertilizer, British Transition Towns, and so forth. The problem
now is that what is referred to as “technology transfer” at the international level (in
the UN, etc.) means the elimination and erasure of such technologies in favor of the
purchase or the negotiation of the transfer of technologies that the western TNCs
would like to sell to the rest of the world. The Indian, Chinese, or Brazilian villag-
ers, of course, have no patents on their technologies and so they are freely available
already—but they are being squashed (and often by the international climate appara-
tus itself, including the Clean Development Mechanism (CDM), foreign investment,
etc.) instead of being exchanged with the rest of the world.?* What is the best way
to make such community-based knowledge and technology benefit more people?
A parallel can be drawn with indigenous knowledge on medicinal plants. Attempts
to co-opt such knowledge into the existing intellectual property regime often results
in biopiracy and even deprivation of access. The monopoly of intellectual property
has to be questioned if we want to prevent a similar fate for community-based eco-
technologies.

23 Linus Torvalds is a Finnish software engineer who initiated the development of Linux Kernel.
Richard Stallman is a US software engineer who pioneered the General Public License and started the free
software movement.

24 Documented cases can be found in Larry Lohmann’s “Carbon Trading: a critical conversation
on climate change, privatisation and power” (Uppsala, Sweden: Dag Hammarskjold Foundation, 2006).
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SECTION 8: BEYOND TECHNO FIX: IS THE AMERICAN DREAM STILL POSSIBLE OR
DESIRABLE?—EXPLORING THE REAL POSSIBILITY OF ALOW CARBON ECONOMY

In comparison to many other countries (especially the US), China is taking more
concrete actions on the ground for fostering clean energies, efficiency, and so on.
While such efforts are laudable and one can only hope that the US will follow suit,
we still have to ask: will such techno-fixes be enough for the big challenge? Let’s ex-
amine some facts.

Global warming is just one aspect of the global environmental crisis, thus it has
to be addressed in the context of global governance and sustainable development.
China’s strong focus on energy efficiency and technology fixes has its ideological
roots in ecological modernization theory,” an idea coming out of Scandinavia. It
is an optimistic, reform-oriented environmental discourse. It puts its confidence in
modernization and technological innovation—by improving energy and resource
efficiency, technology advancement can solve the environmental crisis and promote
economic growth at the same time, thus a “win-win” scenario.

Given this theory, one would expect that developed countries are better mod-
els of sustainable development. Unfortunately, this is far from the reality and the
US obviously does not follow the Scandinavian model. According to data from the
Living Planet Report 2006* by the World Wildlife Fund, one can calculate that if
Chinese people copy the American lifestyle with the current US technology level,
we would need more than one planet. We need five planets if everyone consumes
at US levels.

At the Poznan climate talks in December 2008, China said that development
itself is the great contribution to addressing climate change. Thus, the development
space and rights of developing countries should be guaranteed. But one thing miss-
ing from the mainstream discussion of development—whether by China or any
other country—is the crucial question—what kind of development? Take the biofuel
debate as an example. Even the language and options of the current biofuel discus-
sion expose a distinctive northern bias. Regarding the possibilities of biofuel, all we
hear about are industrial scale bioethanol or biomass-generated electricity. Why?
Because people in the north have taken it for granted that electricity is a necessity
instead of an improvement after other more basic needs are fulfilled, and ethanol is
needed to drive the automobiles. In contrast, there is hardly any mention of other
modes of utilizing bioenergy, such as direct burning of biomass, or biogas digest-
ers. More than 300 million families in the world (or about 20 percent of humanity)
still depend on the direct burning of biomass (mostly wood) for cooking. Most of
them use open fire or simple three-stone pits which are highly inefficient. The result-
ing smoke and toxic emissions cause 1.6 million deaths a year. In many places (for

25  There are exceptions to this generalization. For example, China’s Environmental Protection
Agency has pioneered green GDP accounting, and some scientists from Chinese Academy of Agricultural
Sciences are advocating organic farming as both mitigation and adaptation measures of global warming.
Both have deviated from the standard ecological modernization theory. One should realize that there are
different school of thoughts in the Chinese government, just as in most western governments.

26 http://assets.panda.org/downloads/living_planet_report.pdf.
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example Haiti), the quest for fuel wood is also a driving force of deforestation and
the consequent emission increase. Yet the technology for rapid improvement already
exists. Properly-designed stoves built with local material and local labor can reduce
fuel consumption up to 80 percent, as well as significantly cut down emissions of
smoke and organic volatiles. When we talk about development of bioenergy, the first
priority should be adapting the design of efficient stoves to conditions of each local-
ity, and rolling out the technology using local resources so that the 20 percent of the
poorest of humanity can take better care of their environment as well as fulfill their
development needs at the same time. However, when people think about develop-
ment and technological advances, few would ever think of fuel-efficient woodstoves
or other appropriate technologies. Instead, the usual images include more electronic
appliances, consumer goods, and cars.

On the issue of cars, it is especially sad that in blind worship of the US life-
styles, China has abandoned its previous focus on public transportation and bicycles,
encouraging, instead, an automobile-oriented lifestyle. In stark contrast, Cuba im-
ported millions of bicycles and bicycle production lines from China in the 1990s
(partly in response to the energy crisis generated by the collapse of the former Soviet
Union), while China imported millions of cars and multiple automobile production
lines from the west. In 2004, China became the world’s fourth-largest producer and
third-largest consumer of automobiles. The number of car owners is growing at 19
percent annually.

Apart from increased dependency on imported oil and growing emissions, the
massive explosion of private automobiles is harming the well-being of many Chi-
nese, especially the poor. Public buses are getting slower and slower because of traffic
jams. For example, the average bus speed in Beijing was 10 miles per hour in the
1980s; it decreased to 5 miles/hour in the 1990s. Nowadays, it is further reduced to a
crawling 2.5 miles/hour. More and more roads are closed to bicycles to make room
for cars, highways and urban sprawl are swallowing huge swathes of land, which is
creating many landless peasants. The estimated number of landless peasants today
ranges between 40 million and 70 million, while there were none thirty years ago.
Even if we suddenly had a magic technology to make all cars infinitely more efficient
(zero fossil fuel demand, zero emissions), there is another resource constraint: the
urban sprawl generated by an automobile-centered infrastructure could eat up so
much arable land, that it would threaten China’s food security. If only 50 percent of
the Chinese population drive a car, would the remaining 50 percent have places to
walk and bike or even have enough land to grow food?

While technological fixes (for example, improving energy efficiency and reduc-
ing emissions per car) are important, one also has to ask other more fundamental
questions as well: How do we want to organize our lives? What kind of urban and
rural landscape do we want to have? What kind of transportation system should we
have? There is a limit to technology fixes without paradigm shifts. After all, the fuel
efficiency of automobiles cannot compete with that of bicycles, no matter what the
level of technology.
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The following photo was taken in summer 2006, near the city center of Amster-
dam, the Netherlands. Since then I have used it in many talks in China, asking the
audience to guess when and where it was. No one even came close. The two most
frequent guesses are some Chinese city twenty years ago or some Southeast Asian
city today. Even though I mostly talked to progressive audiences who care about
social justice and sustainability, they were all deeply brainwashed in this respect:
modern cities should be a land of automobiles, while a land of bicycles is a sign of
backwardness. It is intriguing that so many Chinese audiences think that a photo
of today’s Amsterdam is of some Chinese city twenty years ago. In a sense, they are
not wrong. Just like today’s Amsterdam, back then, cities were designed for people
and bicycles—in most city roads, bike lanes were as wide as or even wider than auto
lanes. This was by no means achieved by chance. Some westerners may assume it was
simply because China was too poor to afford automobiles, but low per capita GDP
did not prevent Manila or Bangkok from becoming auto-traffic hell decades ago.

In a 1970 interview with American progressive William Hinton,” China’s first

Prime Minister mentioned the air pollution problem caused by automobiles in a
certain Japanese city, and said that China would not imitate automobile-oriented
urban growth. He probably knew nothing about peak oil or climate change, but he
had enough information to realize that given China’s large population and resource
constraints, private automobiles would be an unaffordable luxury for the majority of
the people. So the government decided to focus on bicycles and public transportation
to serve the masses. In a related observation, William Hinton noted how little mate-
rial difference there was between Beijing, the capital city, and Zhang Zhuang (a rural
village he frequented), which is another manifestation of the “serving the people” in-
stead of “serving the elites” policy orientation at the time. Unfortunately, the wisdom

27  Appendix 1: interview with Prime Minister Zhou Enlai, in “Shen Fan,” William Hinton, 2008
Chinese edition.
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that the late Prime Minister had thirty-eight years ago is being forgotten by Chinese
leadership and many of its people today. Today’s China is marked by a rapidly grow-
ing gap between the rich and poor, and cities are increasingly transformed for cars.
So, is China’s recent auto frenzy good development? Aren’t we just blindly copying
the worst mistakes of the west? The same question should be asked about China’s
rising middle class and their newly-found obsession with consumerism.

SECTION 9: THE CURRENT ECONOMIC CRISIS: GREEN HOPES OR BLACK FEARS?

The financial crisis that originated from the US has created huge job losses in China.
Due to decreased demand in the US, there have been massive factory closures in the
coastal export region, and there will be more. In many cases, factory owners simply
disappeared in the middle of the night, leaving hundreds of workers without their
due salary. It is estimated that 10 million migrant workers have returned to their ru-
ral villages, with another 20 million lingering in the cities searching for jobs. To com-
bat the economic slowdown, China has announced a RMB 4 trillion ($586 billion
US) economic stimulus package with many new investment projects. Local govern-
ments have followed suit with their own plans, which in total may reach a gigantic
RMB 10 trillion. Most of them are infrastructure projects.

The word “crisis” for the Chinese means danger and opportunity at the same
time. The ongoing economic crisis, as bad as it is, could offer an opportunity for
China to re-examine its export-oriented and resource-intensive growth model. So
far, the signals from the Chinese government are mixed. For example, there is a lot
of talk about using the opportunity of lower oil prices to implement a fuel tax, which
will help to curb oil consumption and encourage a move to clean energy in the long
run. On the other hand, some government officials are encouraging consumers to
buy more cars, in order to stimulate the economy. Such confusion is to be expected.
After all, many advocates and practitioners of the market-oriented reform in the last
quarter century have held the unspoken conviction that the eventual purpose is to
copy the US system. Now with the storm originating from the US, the center of lais-
sez faire capitalism, many people are struggling to understand and cope.

Many of the infrastructure projects announced in the stimulus package will
be energy and resource intensive, repeating the process by which China spent its
way out of the 1997 Asia financial crisis. There is nothing wrong with infrastruc-
ture building itself. The global South needs development to pull itself out of poverty
and environmental destruction, just as the poorest 20 percent of humanity (many of
whom are in China), who still cook with open fires, desperately need more efficient
stoves and biogas digesters. The question is: what kind of infrastructure? Solar pan-
els, wind turbines, and improved power grids require one-time intensive input, but
may lay the groundwork for a future low-carbon economy. On the other hand, more
highways and cars will soon become a liability for the future.

For rural China, where the majority of Chinese people still live, there are many
possible projects (not all of them resource intensive) that can bring long-term envi-
ronmental, economic, and social benefits. Many irrigation canals and water works
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are in serious disrepair and deterioration. Restoration and new development of water
works can greatly improve resilience of rural economy to droughts and floods, so
they can be better prepared for the changing climate. The same thing can be said
about re-planting of windbreaks, networks of trees to protect arable lands from soil
erosion, etc.

The massive overuse of chemical fertilizers and pesticides has caused serious
soil degradation as well as undermined food safety. Now, with millions of migrant
workers going back to their home villages, it is a golden opportunity to promote the
more labor-intensive, but socially/environmentally-friendly, organic agriculture—as
many experts point out, organic agriculture is an effective mitigation and adaptation
measure against global warming. The list can go on and on, if one can open up the
imagination and think out of the existing development paradigm. The material ben-
efits of many such projects will take some time to realize, thus local governments and
people may be reluctant to take on such projects, as we have all been so-entrenched
in the culture of “instant rewards and short-term gain” in the last few decades. How-
ever, doesn’t the ongoing economic crisis offer the perfect reason for us to question
such a culture?

As pointed out by Lord Stern in the famous Stern report: “Climate change is the
biggest market failure” In fact, it is a bigger market failure compared to the more
obvious financial market failure of the ongoing economic crisis. We are in both crises
because there is something fundamentally wrong with our way of organizing our
society. At this junction of global environmental, social, and economic crisis, we
urgently need to ask: What kind of world do we want to live in? What kind of devel-
opment do we really need?



Chapter 10 ] Part 3

FOR DEMOCRATIC, NATIONAL DEVELOPMENT OF
NORTH AMERICA'S ENERGY RESOURCES

Energy Workers Unions'

nergy workers from Mexico, the United States, Canada and Quebec together
Ewith our social partners in civil society and hemispheric solidarity movements,
declare to our respective members and citizens in each country our commitment to
democratic, national development of our energy industries.

We are meeting at the time of the Montebello summit of the Security and Pros-
perity Partnership (SPP) that links our countries in a new political and economic
framework for continental integration based on the security agenda of the George
Bush presidency. This agenda has the complicity of President Calderon and Prime
Minister Harper, but has no democratic mandate from the people of Mexico, Canada,
or the United States.

We share the concern of civil society movements that the SPP is a new and
powerful instrument created by government and corporate elites to shape the des-
tinies of our nations without democratic participation or oversight. We reject the
security agenda of the SPP, which links NAFTA and trade to the limiting of civil
liberties, mass surveillance, racial profiling, and the failed and disastrous military
and foreign policies of George W. Bush. We challenge the neoliberal assumptions
of prosperity that have led to increasing disparities of wealth and power in each of
our countries.

1 This statement was issued in Montreal, August 18, 2007, on the occasion of the Montebello
summit of the Security and Prosperity Partnership (SPP). As it is a statement, original spelling has been
used, including non-US spelling standards. It was signed by the following organizations: Unién Nacional
deTrabajadores de Confianza de la Industria Petrolera (UNTCIP); Sindicato Mexicano de Electricistas
(SME); Alianza Nacional Democritica de los Trabajadores Petroleros (ANDTP); Sindicato Unico de Tra-
bajadores de Industria Nuclear (SUTIN); Comision Nacional de la Energia; Frente Auténtico del Trabajo
(FAT); United Steelworkers (USW); Syndicat des employé-es de techniques professionnelles et de bureau
d’Hydro-Québec—section locale 2000 SCFP; Syndicat des spécialistes et professionnels d’Hydro-Qué-
bec—section locale 4250 SCFP; Syndicat des employé-e-s de métiers d’Hydro-Québec—section locale
1500 SCFP; Syndicat des technologues d’Hydro-Quebec—section locale 1500 SCFP; Canadian Union of
Public Employees (CUPE); Communications, Energy and Paperworkers Union of Canada (CEP); SCEP
Section Locale 121—Montreal Shell Refinery; Fédération des travailleurs et travailleuses du Québec
(FTQ); Centrale des syndicats démocratiques (CSD); Confédération des syndicats nationaux (CSN); Con-
seil central du Montréal métropolitain (CSN); International Federation of Chemical Energy Mines and
General Workers’ Unions (ICEM); Mexican Action Network on Free Trade (RMALC); Réseau Québécois
sur l'intégration continental (RQIC); Fédération des femmes du Québec; Association droit a [énergie—
SOS Futur; Coalition of Québec—Vert—Kyoto et Association Québécoise de lutte contre le pollution
atmosphérique (AQLPA); Common Frontiers Canada; North South Institute; KAIROS; and Council of
Canadians.

Permission to reprint it here was obtained from the Communication, Energy and Paper workers
union, CEP. The original can be found here: http://www.cep.ca/cep_on_line/spp/spp_statement_e.pdf.
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However, as energy workers we are compelled first of all to respond to the SPP
energy agenda. Through the SPP and the North American Energy Working Group,
the governments of Mexico, United States, and Canada have formed an unprecedent-
ed collaboration with energy corporations to promote the continental integration of
our energy industries and infrastructures. Nine working groups have been work-
ing intensively to integrate oil, natural gas, electricity, nuclear power, hydrocarbons,
science and technology and regulatory agencies. While these working groups bring
together government, regulators, and corporations at the highest level, they have
excluded labour, environmentalists, and civil society movements, and circumvented
the oversight of our elected legislatures.

The SPP-corporate agenda of substituting continental corporate rule at the ex-
pense of national and local plans of development includes:

. The complete integration of electricity grids between our countries

and the continuing deregulation of electricity in each country to promote

electricity generation for export.

. The promotion of a continental integrated natural gas system and im-
ports of liquefied natural gas to meet a continental shortage of natural gas,
which is expected within a short period of time.

. The “streamlining” of regulatory processes and deregulation in each
country for cross-border oil pipelines, including a five-fold increase in
Canadian tar sands production, and continuing privatization of energy
industries.

. The direct intervention of the US to guarantee the security of energy

installations.

These and other elements of the SPP-corporate energy agenda are unsustainable
and sacrifice the needs of workers and communities in each country to the profits of
energy corporations. This is an agenda that fails to address the need for each country
to reduce greenhouse gas emissions, including a new round of far-reaching goals af-
ter 2012. Nor does this corporate-continental model of energy development respond
to the needs of national economic development or recognize the primary role of
energy industries for community economic development.

We share a concern that the promotion of biofuels and ethanol puts at risk agri-
cultural economic stability and food sovereignty in North America. North American
farmers and consumers must not be sacrificed to facilitate unsustainable, speculative
investments in new biofuel industries.

Energy workers in each of our countries have fundamental and urgent concerns
over the misguided energy policies that are being pursued in the context of the SPP.
UNITED STATES

. Bush/Exxon opposition to world efforts to combat global climate
change.

. Deregulation of electricity resulting in Enron corporate fiascos.
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. Rising energy costs for working families and industry.
. Closure of fifty oil refineries in last twelve years.
. Growing dependence on foreign oil.
MEXICO
. Unconstitutional privatization of Mexico’s constitutionally-protected

energy industries.
. Threat to privatize PEMEX.

. Oil industry operating at 80 percent capacity and petrochemical in-
dustry at 50 percent capacity.

. United States prohibitions on development of Mexicos nuclear
sector.

. Neoliberal economic policies.

. Trade union freedoms for energy workers.

. The weakening of the guiding role of the state with respect to energy
and development.

CANADA
. Failure to meet Kyoto targets.
. Canadian energy security needs.
. Tar Sands development based on bitumen exports.
. Natural gas exports and loss of petrochemical industry jobs.
. Electricity deregulation and market failures.

The energy industries in each of our countries must be guided by the common
principles of democracy and sustainability.

We affirm the responsibility and the right of democratically elected govern-
ments to establish national and local energy policies, to defend and promote public
ownership of energy production and distribution, and to regulate the activities of
private sector energy corporations within the context of national and local policy.
Access to energy resources for basic human needs is a right of citizenship and must
not be denied by unfair markets and corporate greed. Energy resources in each of
our countries are publicly owned and must be democratically managed in the public
interest.

Electricity grids, home heating and transportation fuels, and energy sources for
industry are necessary and strategic factors in national and local economic develop-
ment. These industries provide good jobs that are family and community sustaining.
We reject the model of energy development that sacrifices local generation and sup-
ply systems to be replaced by continental corporate grids and never ceases its obses-
sion with eliminating labour. We support the right of local communities to demand
that energy resources are processed locally to achieve the highest possible value.
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Energy workers understand the historic transformations that are necessary to
achieve global energy sustainability. The petroleum, gas, coal, and other carbon-
based industries will be impacted by measures to address global climate change
and dramatically reduce greenhouse gas emissions. Large scale hydroelectricity and
nuclear power are also faced with many formidable environmental challenges. En-
ergy workers understand the necessity for conservation and energy efficiency, and
new renewable energy industries, as well as for new policies in each country that
may impact our employment security. We are ready to be part of the solution on the
basis of Just Transition that ensures that workers and communities do not unfairly
shoulder the burden of social and environmental change.

Sustainability and national and local development of energy resources cannot
take place without democratic involvement of workers and communities. Energy
policy will not achieve these goals without the voices of energy worker unions and
communities.

We condemn the policies of union avoidance by many energy corporations and
the failure of our respective governments to assure the right of workers to freely
organize in independent and democratic trade union structures.

We commit to forge a new hemispheric worker to worker solidarity to ensure
the growth of our unions and the negotiation of strong collective agreements with
employers. Through the ICEM, the UIS-TEMQPIA (Unién Internacional de Sindi-
catos de Trabajadores de la Energia, el Metal, la Quimica, el Petréleo e Industrias
Afines) and other international trade union bodies, we will establish strong networks
and respond to calls for solidarity when our membership engages in trade union and
community struggles.

We commit ourselves to establish co-ordination between this forum and the
Energy Workers Forum of Latin America and the Caribbean to share experiences
and joint actions with respect to energy integration plans.

We will continue to work with our social partners in the hemispheric solidar-
ity movements to bring workers of each country together and to jointly challenge
the harmful consequences of unfair trade agreements and neoliberal globalization
policies.

Energy policies will shape our world in the twenty-first century. These policies
will lead either to democratic, sustainable development or to global environmen-
tal disaster and new wars of aggression. Energy workers, their unions, and social
partners in Mexico, Canada, and the United States will act together for democratic,
sustainable national development of our energy resources.
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EUROPEAN ENERGY POLICY ON THE
BRINK OF DISASTER

A Critique of the European Union's New Energy and Climate Package’

Sergio Oceransky

uropean energy policy is on the brink of disaster. The European Commission
Epublished, on January 23, 2008, a policy package on energy and climate that has
been heavily influenced by the nuclear and fossil-fuel industries, as well as by large
power utilities. This is a coherent and well-designed strategy to ensure the continued
centralization of the energy system, and of the political and economic power associ-
ated with it.

FROM LONDON TO BRUSSELS

The European Commission has just presented its proposal for an energy and climate
policy package that includes the Directive on the Promotion of the Use of Renewable
Energy Sources (RES), the revision of the EU Emissions Trading Scheme (EU ETS),
and a new directive on Carbon Capture and Storage (CCS).

Great efforts have been made, not least by the UK government, to ensure that the
legislative package is based on instruments that have proven totally unsuccessful in
terms of promoting renewable energy (RE) deployment and reducing greenhouse gas
(GHG) emissions, and that will displace existing successful policies and alternatives.
It also includes an outright destructive agrofuels policy, which, if implemented, will
strengthen the existing trend to transform large-scale centralized RE into a source of
social conflict, remove RE’s potential contribution to the common good, and in some
cases, even turn them into a further (and potentially very powerful) contributor to
environmental destruction.

1 This s a selection from a previously published piece by the same author, entitled “Confronting
the Nuclear Resurgence: British Government’s Manoeuvres, EU Policy, and the Nuclear-Fossil Collusion.”
It was published as a special issue of the Nuclear Monitor, on January 28th, 2008. No. 665. Nuclear Monitor
is the regular publication of the World Information Service on Energy (WISE) and the Nuclear Informa-
tion & Resource Service (NIRS). It is reproduced here with permission from both the author and WISE.
The article has been divided in two pieces for this book, and another selection is included as Chapter 31
“Confronting the Nuclear Resurgence: British Government’s Manoeuvers, EU Policy, and the Nuclear-
Fossil Collusion?” It has also been shortened considerably, owing to space limitations in this book.

This original article was written when the new energy and climate policy framework of the European
Union was taking shape, as a contribution to the heated debate around it. The debate is over and the EU
policy has been passed but the contents of the text are still relevant to discussions on energy and climate
policy issues. While there were some important changes in the EU package that was in fact passed, many
of the issues discussed here were included in the final package. The complete text of the original article can
be downloaded at http://www10.antenna.nl/wise/665/Special/665_Special.pdf.

For updated analysis of the modified EU climate and energy package that actually was approved, as
well as the EU’s commitment to renewable energy in the face of the economic-financial crisis, see a range
of articles the European Renewable Energy Federation’s website, at http://www.eref-europe.org/.
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On a superficial reading, the policies outlined in the package seem to be based
on a positive approach. They are based on the decision taken in March 2007 by the
European Council (the Heads of State of all EU countries), which endorsed:

. a minimum unilateral reduction of 20 percent in GHG emissions for

the EU (to be extended to 30 percent if other dirty countries reduce their

emissions),

. an indicative target of 20 percent reduction of the EU’s energy con-
sumption compared to projections for 2020 (to be obtained through energy
efficiency),

. a 20 percent minimum mandatory target for the share of renewable
energies in overall EU energy consumption, and

. a 10 percent minimum mandatory target for the share of sustainably-

produced biofuels in transport petrol and diesel consumption.

These targets, to be achieved by 2020, seem to reflect a sincere concern for sus-
tainability and a strong political will to promote renewable energies through manda-
tory action. The policy package defines specific rules to implement these guidelines.

A closer look reveals a large number of destructive policies hidden behind a
convenient green fagade. The directives are plagued with problems in their own
right, but their combination makes the policy package far more damaging than the
sum of its components.

Given the complexity of the policies involved, all the components will be briefly
described before examining them and their interconnections in more detail.

The Commission proposes to introduce a European market for renewable en-
ergy certificates, which is incompatible with the only successful RE policy (known
as “feed-in tariffs”). This proposal is highly lucrative for large power utilities, which
will make immense windfall profits and regain complete control over the power
sector by pushing out independent power producers. It denies a fair opportunity
for public supply of RE at the local level, keeping it firmly in the hands of large
energy companies. In addition, this virtual market will make RE more expensive and
therefore less competitive in comparison with fossil and nuclear energy, delaying
the necessary transition to a 100 percent renewable energy system. It will have a
devastating effect on promising technologies (such as photovoltaic solar or thermo-
electric power, wave energy, etc.), condemning them to irrelevance instead of giving
them the opportunity to reach the leading role that they should and can play in our
energy supply.

Even more serious will be the immediate consequences of the EU’s fixation on
biofuels as the way to solve the myriad of problems that plague transport policy.
Due to the limits of our planet, it is simply impossible to produce 10 percent of
the increasing amounts of fuel that we consume from organic matter in a sustain-
able manner, even if more stringent criteria than the inadequate set proposed by the
European Commission would be adopted. Production of biofuels on such a scale
will have immensely destructive indirect consequences along the complex web of
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relations that interconnect the global food system, natural and plantation forests,
and biofuel-production networks. Our environment and social relations will suffer
immensely, since biofuels will link the price of oil with the price of all the basic com-
ponents of life-sustaining production (including food, land, and water). However, it
will also allow the established oil sector to maintain its power, and the car industry
to continue making profits from inefficient technologies. In the face of growing eco-
system destruction, scarcity of land, water, food, and fuel, and rising social tensions,
it is imperative to phase out fuels (both fossil fuels and biofuels) and to base our need
for mobility on electricity derived from renewable sources such as the sun, the wind,
and the waves.

Regarding the directive regulating the second phase of the Emissions Trading
Scheme (ETS), the Commission proposes to auction emission rights, instead of dis-
tributing them for free amongst the largest polluters as they did in the first phase.
This could be viewed as a positive move. The free distribution of emission rights to
the dirtiest industries during the first ETS phase was an outrageous example of nega-
tive redistribution, a clear contradiction of the “polluter pays principle” (turning it
into “polluter gets paid principle”), and generally an insult to intelligence. However,
the auctioning of polluting rights is certainly not the answer. This so-called “cap and
trade system” not only amounts to a privatization of the atmosphere: it also puts into
the hands of large corporations one more powerful instrument to manipulate pro-
duction costs; bring smaller competitors to bankruptcy; and concentrates economic,
political, and physical power. It cements an emerging market where enormous
speculative profit margins (the best basis for economic concentration) are only pos-
sible if a continuous demand for carbon credits is maintained. This produces a very
strong incentive to keep an active carbon economy alive and kicking, and therefore
contributes to the marginalization of RE.

However, public opinion makes it difficult to keep RE on the backburner in
order to sustain the carbon economy, without offering any alternative. Cosmetic
measures are required in order to save face, in a context where climate change and
other environmental concerns play an increasingly important political (and elec-
toral) role. This is the main reason for the scientifically- and economically-absurd
push for Carbon Capture and Storage (CCS). CCS offers the opportunity for the
power sector to claim that they are working on supposedly “clean” fossil energy—
further delaying the urgently needed (and perfectly feasible) quick transition to a
100 percent RE-based decentralized energy system. CCS also increases the amount
of energy required to produce energy, offering a perfect vehicle to increase profits
on behalf of the environment. This leads, in the case of several capture technologies,
to higher levels of other pollutants being emitted into the atmosphere. But the main
problem with CCS is that even if the capture technologies would work perfectly,
there is simply no space to store all the carbon emitted by fossil fuel-based power
plants, and no certainty that the carbon that can be stored will remain where we put
it—actually, for all we know, it is far more likely that it won’t. The only supposedly-
reliable and economically-viable “solution” is pumping liquefied carbon back into oil
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and gas fields (or into saline underground water). This makes it technically easier to
extract the last remaining reserves out of those fields. Therefore, public funds that
should be used to foster REs will instead bolster the already astronomical profits of
oil corporations.

In addition, the carbon market artificially created by the ETS (and, in the UK,
guaranteed by government intervention) provides the conditions on which the
nuclear industry can present credible business plans, thus overcoming the most im-
portant obstacle to its grand renaissance. This is a brilliantly concealed way to make
taxpayers foot the bill for the revival of the nuclear industry. Direct subsidies would
be a political liability, since public opinion would not accept transparent payments
to maintain a source of energy characterized by such economic, political, techni-
cal, environmental, and security problems. However, state intervention to maintain
the price of carbon can be sold to the public as environmental policy (despite the
complete absurdity of such a claim), since almost nobody understands the obscure
technicalities of this speculative market.

The policy package proposed by the European Commission keeps renewable en-
ergies in the corner, strengthens the artificial market for carbon, and presents CCS,
nuclear, and biofuels as the only viable alternatives to confront climate change. It
therefore contains all the ingredients necessary to increase the economic and politi-
cal power of the fossil and nuclear sectors and of the power utilities. But the package
has also been designed to foster power concentration at the national/geostrategic/
military level. The industries and politicians behind the package, and the bureaucrats
at their service, have no hesitation in sacrificing public interest in pursuit of their
interrelated and mutually-reinforcing interests.

This is the general picture, now some of the specific mechanisms of this policy
package will be explained in more detail.

CERTIFICATE TRADING:
MAKING RENEWABLE ENERGY IRRELEVANT AGAIN

Every single study about the promotion of renewable energy (RE) reaches the same
unambiguous conclusion: the only policy that has proven effective in Europe in
achieving large-scale, fast, and cheap RE deployment is the so-called “feed-in tariff”
In countries with feed-in laws, power utilities are forced by law to buy renewable en-
ergy from all producers who meet the required quality standards, and to pay prices
fixed by the law on a long-term basis. The prices are different for each technology
(for instance, for solar photovoltaic energy they are higher than for wind energy) and
sometimes they are also different depending on the local conditions (for instance, in
Germany wind energy producers in locations near the coast get less per kWh than
producers in the interior, where there is less wind). The objective is to make it pos-
sible for everyone to invest in renewable energy equipment, since the law guarantees
a modest but worthwhile profit on a long-term investment—and therefore provides
access to loans for such investments. The tariff is revised every few years, generally
getting reduced for new projects as the price of RE equipment goes down. The price
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of RE equipment goes down due to the experience and the economies of scale pro-
duced by the proliferation of independent power producers (IPPs). The combination
of all these positive effects has enabled the take-off of the RE sector in the countries
that apply well-designed feed-in laws on a consistent basis. All studies on this matter
(including those done by the European Commission) unanimously conclude that the
feed-in law has proven to be the only successful RE policy in Europe. More impor-
tantly, in countries with successful feed-in laws, small and medium-sized IPPs are
rapidly growing, taking some 1.5 percent of the incumbent industry’s market share
each year.

The feed-in tariff does not create a fixed market share for RE, instead it provides
the conditions in which investment in RE can happen successfully. All countries that
adopted effective feed-in tariffs (in particular, Denmark until 2001, Germany, and
Spain) have witnessed an exponential growth in the sector and the emergence of a
new and dynamic RE industry. They also produce the cheapest renewable electric-
ity and have the largest share of IPPs. The extra price paid by the power utilities
is diluted in the electricity bill of all electricity users, making no impact on state
finances, and is hardly noticeable for the consumers. For instance, the feed-in tariff
in Germany has added an average of EUR 1.5 to the monthly electricity bill of house-
holds, and in exchange it has avoided the emission of 97 million tons of CO, in 2006,
produced a €21.6 billion turnover (also in 2006), and created around 320,000 jobs
(out of a total of around 600,000 RE jobs in the whole world). The German industry
has certainly not suffered a loss of competitivity due to the feed-in tarift—in contrast,
it has developed a very promising (and rapidly growing) new area of activity, export,
and expertise.

The other major policy used for the promotion of RE, only used by the UK and
four other countries (Belgium, Italy, Poland, and Sweden), fixes a minimum target
of renewable energy to be achieved by energy utilities and creates a market for RE
certificates to be traded towards the fulfillment of this target. Sometimes there are
specific targets for specific technologies (in order to avoid that, all investment goes
to the cheapest technologies). This system normally fosters the creation of “green
electricity” markets at the consumer level too: consumers are offered the option to
pay more for renewable energy (although in fact they receive the same electricity as
everyone else, since they are connected to the same network), and that extra money
is devoted to RE projects. The price paid for renewable electricity is normally higher
in certificate-based RE schemes than in countries with feed-in laws, which makes
RE unnecessarily expensive and uncompetitive. However, IPPs cannot participate in
this market, since they cannot get loans for the initial investments. The reason is that
the price of the electricity that they generate is uncertain, hindering the long-term
planning required to finance RE projects. Therefore, this system has an extremely
poor record: the targets are hardly ever reached, the renewable electricity is more ex-
pensive, and most RE projects remain in the hands of power utilities and other large
corporations. Obviously, power utilities prefer this system, since they have almost
complete control and make large profits from the few renewable energy projects that
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come into being, while in a feed-in system they simply pass on the cost to the con-
sumers but do not (or should not) make any profit.

The results of both systems are clearly illustrated by the situation in Germany and
the UK. In Germany, on-shore wind energy receives 8.36¢ per kWh, and the country
installed more than 20 GW of capacity between 1999 and 2006. In the UK, the same
electricity receives between 13 and 14¢ per kWh, but less than 2 GW of capacity were
installed between 1999 and 2006. In Germany, with one of the worst RE potentials
in the world (not much wind, not much sun, nothing much of any other RE source),
the share of RE in electricity production is 12.5 percent, up from 4.7 percent in 1998.
Germany reached its indicative RE target for the year 2010 already in 2007, and the
sector continues growing vigorously, three and a half times faster than in the UK as
far as wind energy is concerned. In contrast, only 2 percent of electricity produc-
tion and 1.3 percent of the final consumption of energy in the UK is renewable (the
lowest percentage of any major European country), although the UK has one of the
best renewable energy potentials in Europe (including the best wind, wave, and tidal
potential), and could therefore produce the cheapest RE electricity. The UK policy
choices make it impossible to reach the indicative target for 2010, and much less the
mandatory 2020 target: the UK Governments 2007 Energy white paper admitted
that present policies will only deliver a 5 percent contribution from renewables to the
UK’s energy by 2020. However, the Cabinet refuses to change its policy.

Despite (or due to?) the appalling record of certificate trade, last summer the
UK government pushed its way through in the European Commission in order to
extend its certificate-based system to the complete European Union. It proposed cre-
ating, through this Directive, a EU-wide market for tradable “Guarantees of Origin”
(GO or GoO, another name for certificates) for renewable energy. This responded to
the demands made by large electricity corporations. The UK government has posi-
tioned British bureaucrats in key positions in the process of drafting energy policy;
therefore, last summer’s operation (taking place while most people’s attention was
elsewhere) was successful: the first draft of the new RE Directive presented certificate
trade as a fait accompli.

The justification for introducing this measure is that member countries need
a flexibility mechanism for the fulfillment of their share in the 20 percent target
on renewable energy, since the Council decision of March 2007 made this target
mandatory. This means that all countries will need to contribute to its fulfillment—
the countries that have a larger share of RE will increase their share more than the
countries with little RE, but all will have to do something. And since some coun-
tries have more RE resources (such as wind, sun, etc.) than others, the Commission
considers that they should be allowed “to support renewable energy produced and
consumed in another member state instead of deploying more expensive domestic
resource.”?

The problem with this argument is that certificate trading is incompatible with

2 Letter sent by Commissioner Piebalgs to the European Renewable Energy Federation (EREF),
dated 14th December 2007.
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feed-in laws. Their coexistence is politically and economically unfeasible: you cannot
ask energy consumers in one country to collectively pay the marginal extra costs of
energy that will “count” towards the RE target of another country. Certificate trad-
ing undermines the basic tenants on which the feed-in tariff is based, and leads to
its disappearance. This in turn has a large number of negative consequences, which
ultimately render RE irrelevant.

In order to understand why this is so, one has to grasp the difference between
markets characterized by scarcity and speculation, compared with markets based
on plenty and security. Certificate trading is of the first kind, while feed-in laws es-
tablish the second kind of markets. This point is well explained in the following text
from Tomas Kédberger, of the International Institute for Industrial Environmental
Economics, Lund University, Sweden:

The artificial market of certificates is small. The demand is non-elastic, there is strong
demand to reach the compulsory quota, but then no more—not at all. As a result large
suppliers can control the certificate price depending on their supply of certificates to
the market. Thus the large producers can create price changes. At the same time the
large companies have no problems surviving such price fluctuation on a minor part
of their total market.

They will be able to hold back their investments and supply of certificates, and
let the certificate price rise so as to make investors build windmills, etc. Then the large
power industries would start investing and sell off certificates to lower the price, wait
a few months and then start buying the capacity from other investors who face cash-
flow problems. That is what I would like to do if I was director of Vattenfall. With
competition in the Swedish market, overcapacity led to low prices. Large, often state-
backed, companies bought almost all smaller competitors. Then prices increased.

Later, again, with emission trading. Power companies got a surplus of emission
rights for free. They held back their emission rights from the market to increase the
price. Then increased the price of electricity as if they had to buy certificates on the
margin, making billions of euros. And then there was a chicken-race until someone
started selling off the surplus emission rights and the market collapsed. They are not
stupid—and they get rich.

These concerns do not exist in a country with feed-in laws. The prices are guar-
anteed, everyone is free to invest on the basis of a decent and secured return, and
there is no space for speculation. In contrast, an EU-wide certificate market would
lead to a downward competition between countries towards lower support for REs,
since no country wants to pay for a good support scheme if foreign companies can
benefit from it and speculate with prices at their will.

Another consequence of certificate trading will be that only the currently cheap-
est RE technologies will be developed, which is particularly bad for photovoltaic solar
power (PV) and emerging technologies (such as solar thermo-electric, geothermal,
wave, tidal, and even off-shore wind). Due to a fundamentally-flawed accountancy
that disregards externalities and long-term impacts, PV is valued by the market to
be about four times more expensive than conventional energy sources. However,
increasing production of PV panels in the last years has brought down the price at an
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amazing pace, on the basis of good feed-in tariffs introduced by a handful of coun-
tries. The price in 2005 was half of that in 1995, and at the current cost-reduction
speed, it is likely to take less than twenty years for PV electricity to be cheaper than
that produced from fossil fuels (including coal) or nuclear reactors, even in countries
with meager solar resources. From a total figure of 1.246 new MW installed in the
EU in 2006, Germany installed 1.153 MW, despite not being the sunniest country
in Europe. But if feed-in tariffs are replaced by certificates, the development of the
sector will be brought to a standstill.

This is not only a problem for specific technologies: it represents a grave hin-
drance to the transition to an energy system that is 100 percent based on REs. This
transition requires all RE sources and technologies (not only the presumably cheap-
est), since otherwise it is not possible to secure a balanced and stable energy system.
For this reason, all emerging technologies (including a range of energy storage tech-
nologies) must be promoted to mature technically and reach economies of scale. The
trade in RE certificates undermines this process.

Certificate trading also creates new transaction costs to producers of renew-
able energy. The RE sector is forced to cover the costs of a mandatory system that
demands the annual production and tracing of RE certificates (the so-called “Guar-
antees of Origin”), while the producers of nuclear and fossil-fuel-fired power plants
don’t cover this expense. According to Dr. Dérte Fouquet, Director of the European
Renewable Energy Federation (EREF), “the German Government estimates addi-
tional costs of such a scheme would be €100 billion until 2020 for the consumers in
the EU-27. For Germany alone, it is estimated, that the costs for renewable electricity
compared to the present feed-in costs will almost double”

Managing such a system, and making the best use of opportunities for specula-
tion, is a comparatively smaller burden for large corporations than for independent
power producers (IPPs). This contributes even more to market concentration in the
hands of oligopolies.

In addition, RE certificate trade concentrates all RE investments in the regions
with the best potential. A high density of RE projects owned by distant corporations
provides powerful nourishment for local opposition. It is only logical for local com-
munities to reject projects that endow them primarily with the impact of wind tur-
bines and solar panels, while the profits go elsewhere. The impact goes well beyond
the landscape, affecting also social relations. For instance, wind turbine proliferation
often affects negatively the price of nearby property with less wind resources, while
the places with good resources get good rents from project developers. This leads to
tensions and divisions in communities. In contrast, policies oriented towards local
collective ownership and a fair distribution of benefits, combined with feed-in tariffs,
have resulted in strong local support for RE projects, and have the best track record
in terms of speed and positive engagement in RE deployment.

According to Dr. Dérte Fouquet, the UK government’s decision to push for the
introduction of an EU-wide certificate market was based on a paper prepared by its
Industry Department, which claimed that the electricity prices for industry would
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triple if they had to fulfill the EU 20 percent binding target on RE. This report is
based on bizarre and baseless arguments, but it shaped UK policy since it fit very well
the long-term strategic interests of the Government and the nuclear and fossil lobby.
On 23 October 2007, The Guardian published internal documents which described
the British government’s plans to undermine REs and to press for the inclusion of
nuclear power in the 20 percent target:

Leaked documents seen by The Guardian show that Gordon Brown will be advised
today that the target Tony Blair signed up to this year for 20 percent of all European
energy to come from renewable sources by 2020 is expensive and faces “severe
practical difficulties” John Hutton, the secretary of state for business, will tell Mr.
Brown that Britain should work with Poland and other governments skeptical about
climate change to “help persuade” German chancellor Angela Merkel and others to
set lower renewable targets, before binding commitments are framed. Ministers are
planning a U-turn on Britains pledges to combat climate change that “effectively
abolishes” its targets to rapidly expand the use of renewable energy sources such as
wind and solar power.

However, the British proposal to establish a EU-wide market for RE certificates
was rejected by countries that had already developed a sizable RE industry such as
Germany and Spain, but also Slovenia, Latvia, and other countries that are part of
the European Feed-In Alliance. The proposal was also received as a war declara-
tion by the small and medium Independent Power Producers (IPPs), organized in
the European Renewable Energy Federation (EREF); by the RE industry, organized
in the European Renewable Energy Council (EREC); and by a diversity of NGOs.
The Commission insisted, but saw itself eventually forced to water down its plans
to create a mandatory EU certificate trade market. They brought in a provision that
would have allowed countries to request permission to withdraw a part (and only a
part) of their RE production from the EU certificate market. Such requests would be
decided upon by the Commission on an annual basis, and would be valid for only
one year; new permissions would have to be requested each year, not less than six
months in advance. The British bureaucrats at the commission thus came up with an
outlandish method to invest themselves with the power to decide about European
renewable energy policy. They were extraordinarily obstinate: they were reportedly
acting even against the will of their own Commissioner, who seemed not to feel able
to do anything about it. However, they saw themselves forced to water down their
proposal even more when the Legal Service of the European Commission declared in
unambiguous terms the illegality of this regulatory framework for certificate trade.

The draft directive presented on 23rd January 2008, therefore, changed the terms
of the certificate trade. The draft foresees that only the countries that are up-to-date in
the annual evolution of their RE target can “export” certificates, and that all countries
can create “a system of prior authorization” for certificate trade in order to protect
their RE policy. However, all countries are still forced to create certification agencies,
and to issue certificates for each MWh of renewable energy produced. Therefore, the
added costs are imposed also on countries that have no interest in certificate trade.
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In addition, the Directive foresees that the Commission will evaluate the situation
with regards to certificate trade and may submit further proposals to the European
Parliament and to the Council.?

The press release of the European Commission clearly indicates their inten-
tion to continue pushing for an EU-wide RE certificate market: “As long as the EU’s
overall target is met, Member States will be allowed to make their contribution by
supporting Europe’s overall renewables effort, and not necessarily inside their own
borders™ Despite the good progress achieved by the organizations and governments
that defend the feed-in tariff, the Commission will keep up the pressure in favor of
a mandatory EU certificate market. The current draft Directive already forces all
countries to put into place the costly bureaucratic structure necessary for an EU-
wide mandatory market. They might have to wait some time, but a mechanism to
introduce mandatory trade at a later point has already been built into the draft Direc-
tive: before the end of 2014, the Commission “shall assess the implementation of the
provisions of this Directive for the transfer of guarantees of origin between Member
States and the costs and benefits of this

The Commission’s press release already hinted at the direction of their future
assessment. It claims that certificate trading “would shift investment to where re-
newables can be produced most efficiently, which could cut EUR 1.8 billion from
the price tag for meeting the target,” even though all serious studies on the matter
(including the Commission’s) contradict this view. The British neoliberal fundamen-
talists that produced this claim use a simplistic method to reach these conclusions:
they calculate how much investment would be needed to meet the target if it was
concentrated in optimal locations and using the currently cheapest technologies,
and compare it with the investment needed to meet the target if it is spread all over
Europe using a technology mix. They consciously leave everything else out of the
picture. They know that certificates will wipe out independent power producers and
concentrate the whole market in the hands of utilities, who will only do a minimum
investment on RE in order to keep certificate prices as high as possible (making RE
much more expensive). But their oversimplistic calculation allows them to present
certificates as cost-saving policy.

It would not be surprising if in the next few years, the corporations and govern-
ments that support a EU-wide mandatory market would arrange a small amount of
certificate trading in such a way that it does result in lower prices than if it had not
taken place. This would provide a solid argument to the Commission to push for
mandatory trade, at least for the percentage of RE produced beyond the minimum
target (which is supposed to increase from year to year until it reaches an average 20
percent). If feed-in countries refuse, then countries such as the UK are most likely to
refuse to fulfill their share of the target.

The current draft Directive suggests that the next step that the Commission is

3 European Commission press release “Boosting growth and jobs by meeting our climate change
commitments,” 23 January 2008, reference IP/08/80.
4 Ibid.
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likely to take (possibly long before 2015), is making certificate trade mandatory for
“excessive” RE. This is a serious (though obscure and technical) issue with important
repercussions for our future energy mix, so it is worth exploring in detail.

The 20 percent EU target has been divided into different country-specific tar-
gets. Countries that already have a large share of RE have to contribute more than
countries with less RE (according to a bizarre rule that rewards anti-RE countries
such as the UK), and richer countries have to contribute more than poorer countries.
The target for each country also differs from year to year: it increases until it reaches
that country’s target in 2020. If all countries reach their country-specific targets in
time, their combination produces a 20 percent share of RE in the EU as a whole.

According to the current draft, there is a limit to the protection that member
countries can offer their RE producers from the EU-wide RE certificate market cre-
ated by the Directive. That limit is each country’s minimum share of the target for a
given year. This is what is implied in Article 9(2) of the current draft:

Member States may provide for a system of prior authorisation for the transfer
of guarantees of origin to persons [including juridical persons, i.e. companies] in
other Member States if in the absence of such a system, the transfer of guarantees
of origin is likely to impair their ability to comply with Article 3(1) [i.e. to fulfill
their contribution to the 20 percent target in 2020] or to ensure that the share of
energy from renewable sources equals or exceeds the indicative trajectory in Part B
of Annex I [i.e. to ensure that their contribution to the target progresses according to
the calendar set by the Directive].

The system of prior authorization shall not constitute a means of arbitrary
discrimination.

This innocent-looking piece of bureaucratic jargon has wide-ranging conse-
quences. The Commission (and the UK government) will make good use of it, and of
other provisions that make the judgment about certificate trade a matter of economic
performance. On the basis of a few initial and well-managed “successful” examples
of cost-cutting due to certificate trade, they are likely to push for mandatory trade
for RE produced beyond the minimum targets. They will get the active support of
countries that are not interested in RE and would prefer to buy certificates of RE
generated in other countries.

The introduction of mandatory certificate trading beyond the minimum targets
will provide a very strong incentive to downgrade RE promotion policies. From a
government’s perspective, there is no point in promoting RE that will count toward
other countries’ target requirements. The policy downward spiral will take place, in
a less dramatic form than if certificate trade was mandatory for all RE, but it will
take place nonetheless. No country will see the sort of robust and healthy growth of
RE, beyond official targets, that was witnessed in Denmark (before 2001), Germany,
or Spain.

Another likely consequence of this is the disappearance of the feed-in tariff
entirely. In feed-in countries renewable electricity prices are lower than average,
and certainly lower than the prices for certificates. Producers in those countries
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(especially the large utilities) will challenge in court a policy that only gives access
to the higher certificate price to RE produced in “excess” of the annual target. They
will argue that this limitation is a silent appropriation of the profits that they would
be able to make if all the RE produced would have access to the EU-wide certificate
market. This would be, de facto, a legal challenge to the feed-in system in place,
which will be used by the utilities in order to create insecurity and discourage in-
vestment by independent producers, regardless of the final outcome reached (many
years later) by the court.

The price of RE certificates (and therefore of RE as such) will be in the hands of
large energy corporations, which will manipulate them to get oligopoly-based wind-
fall profits. They will drop the price to bankrupt independent producers from time to
time, in order to minimize investment in RE. The rest of the time they will keep the
price of certificates high enough to ensure that RE remains a set of niche technology
in a niche market controlled by them, and therefore providing them with exorbitant
profits. Renewable energies will once more be confined to marginality in the midst
of a nuclear revival, but the few existing wind farms and solar installations will surely
be displayed in every single advertisement of energy corporations.

It is to be hoped that several governments will oppose this move, but they might
sell out. The UK government has two powerful cards under its sleeve that might
result in the inclusion of nuclear power in the RE target and a slow but sure in-
troduction of a mandatory EU-wide certificate market. The two cards, which can
be particularly effective at weakening the position of the German government, are
transport emission reduction policy and carbon quota allocation. Both are described
in the following sections.

GERMAN CARS: THE WEIGHT OF TRADITION

The current draft directive gives a privileged and exclusive treatment to biofuels. It is
the only RE source for which a binding minimum target is set for all EU countries.
The 20 percent RE target refers to all forms of energy (electricity, heat, and trans-
port), and each country is in principle free to choose where to concentrate their
efforts. But that freedom is relative: all of them have to use at least 10 percent of bio-
fuels in transport.

This privileged treatment is not accidental: it reflects the power of oil corpora-
tions and car manufacturers. The very existence of oil corporations would be threat-
ened if we move towards a fuel-free economy. The car industry also has a lot to lose
if the highly ineflicient combustion engine is replaced by electricity-driven engines,
since they would lose most of the post-sale business that they make by selling unreli-
able nineteenth century technology that requires regular check-ups and recurrent
replacement of components. Car manufacturers, the oil industry, agribusiness, and
biotechnology companies are working together to ensure that agrofuels represent the
backbone of transport emission reduction policies.

In contrast, the current draft directive on RE has a mandatory 10 percent target
for agrofuels, which implies sanctions against the countries that do not reach it. The
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most important specific reason for this discrimination in favor of agrofuels is directly
linked with the support of the German government to its car industry.

In early 2007, the Commission wanted to impose a mandatory efficiency stan-
dard for cars in order to reduce CO, emissions to an average of 120 gr. of CO, per
km. In response, car manufacturers launched a heavy campaign, which was most
articulate and aggressive in Germany. Many “prestige” car manufacturers claim that
they won’t be able to survive in the market unless they sell large and heavy vehicles
that can reach very high speeds in a very short time, and therefore refuse limitations
on the amount of fuel to be wasted in their engines. The German car industry was
particularly aggressive, publishing full-page ads with direct threats to close down
their factories in Germany and lay off their (still substantial) workforce if mandatory
efficiency standards would be imposed. As a result, Angela Merkel’s administration
(with her own personal involvement) became the governmental speaker of “prestige”
car manufacturers, and bargained efficiency down to an average of 130 gr/km. The
deal was signed on the understanding that the 10 gr/km difference would be made
up for with the mandatory use of agrofuels. For this reason, the European Council
chaired by Angela Merkel in Spring 2007 included a specific mandatory 10 percent
minimum target for agrofuels as part of the guidelines for the EU energy and climate
policy package.

Therefore, the childish obsession with size and speed felt by affluent (mainly
male) car buyers is one of the key reasons (although not the only one) behind the
strengthening of one of the most disastrous policies ever devised.

CARBON EMISSIONS TRADE: COMPETITION ON UNEQUAL BASIS

There have always been many good reasons to oppose the trade in emission “rights”
of carbon and other greenhouse gases. Now there are two more reasons. First, this
market will be used to subsidize the nuclear revival (at least in the UK, and probably
in many other countries too). Second, the UK is most likely to use the negotiations
around the EU Emission Trading Scheme (EU ETS) to get nuclear power accepted
as contributor to the RE targets, as well as to dismantle the only effective policies for
the promotion of RE.

EU ETS has so far completely failed to deliver greenhouse gas reductions. Last
year, European governments agreed that avoiding dangerous climate change means
keeping the eventual temperature rise below 2°C. Since we have already seen a rise of
just over 0.7°C and cannot now prevent another 0.7°C rise, there is not much room
to manoeuver: drastic reductions need to happen within the next decade. However,
the main instrument to achieve a reduction of emissions in the EU is a lousy system
that only produces profit for large polluters.

Under the EU ETS, large emitters of greenhouse gases must annually report
their CO, emissions, and they are obliged every year to give an amount of emission
allowances to the government that is equivalent to their CO, emissions in that year.
The first phase of EU ET'S (2005-2007) involved about 12,000 polluters, representing
approximately 40 percent of EU CO, emissions. These large industries got emission
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allowances free from their governments, who were supposed to give them less than
they would emit under a business-as-usual (BAU) projection, in order to force them
to innovate to reduce their emissions, or to buy allowances from others.

According to the Climate Action Network, during the first phase of EU ETS only
two of the twenty-five EU states (UK and Germany) asked the participating industry
sectors to reduce emissions compared to historic levels. In the fifteen old EU member
states as a whole, allocations were 4.3 percent higher than the base year, and more
than 90 percent of the polluters emitted less than their quota of free credits. In May
2006, when it was clear that too many allowances had been given away, trading prices
crashed from about EUR 30/ton to EUR 10/ton. After an initial slight recovery, the
price declined further to EUR 4 in January 2007 and below EUR 1 in February 2007,
reaching an all time low of EUR 0.03 at the beginning of December 2007. There-
fore, the system did not result in any reduction of emissions whatsoever. Instead, it
produced amazing profits for the polluters, particularly the energy utilities, many of
whom added the cost of the allowances in the energy price, even though they got the
allowances for free. Several high-profile court cases have found them guilty of fraud,
and imposed heavy fines on them for making profits based on their oligopolist posi-
tion. Interestingly, there seems to have been a well-coordinated EU-wide strategy to
withdraw allowances from the market in order to maximize the price of allowances,
and therefore the illegitimate price rose, before the race to sell began.

The prospects for the second phase of EU ETS look just as grim as for the first
phase. The National Allocation Plans include a reduction of 7 percent of greenhouse
gases (now all GHGs are included, not only CO,) under the official business-as-
usual (BAU) projections. But according to independent estimations, in fact all the
National Allocation Plans except for Portugal, Spain, and UK result in higher emis-
sions than the independently estimated BAU. Therefore, the second phase will also
create further speculation and nothing else. In addition, it has been suggested that
it will be possible to buy credits for emission reductions outside of the EU. The EU
ETS is therefore likely to result in a major overall increase in EU emissions. Partly
in response to this, the Commission cut eleven of the first twelve Phase II plans it
reviewed, accepting only the UK plan without revision.

The second phase of EU ETS also introduces the auctioning off of a great part of
the allowances, although heavy polluters have obtained opt-outs and a delay in the
date of entry of auctions until 2012. The exact terms of the opt-outs and delays are
still under negotiation.

EU countries have highly asymmetrical positions in this negotiation. The UK,
which produced the idea of EU ETS and pushed for its imposition, is the strongest
player. It hardly manufactures anything and it plans to build up its nuclear industry
thanks to the competitive advantage that nuclear power will obtain from high car-
bon prices. The UK also has the strongest and most dynamic financial markets and
hosts almost the entire European carbon market, thanks to the experience gained by
the UK Emissions Trading Scheme in advance of the introduction of EU ETS. Car-
bon markets operate on the basis of the same speculative tools (such as futures and
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options) as financial markets. Therefore, the more money that goes through carbon
markets, the more revenue for UK-based speculators. As a result, the UK is interested
in reducing the distribution of allowances as much as possible: high carbon prices do
not affect negatively its competitive position (in fact they are beneficial, since they
affect negatively countries with a large manufacturing base), and they bring high
dividends to city-based carbon brokers.

This is in stark contrast to countries like Germany, where many energy-intensive
industries are located. These industries claim that their ability to compete with im-
ports from non-EU countries will be affected by high carbon prices, due to the extra
costs added with buying emission allowances. This argument is highly questionable,
since there is a large potential to innovate and save energy or reduce emissions.
But the fact remains that these industries already warned of a risk of relocation
outside of the EU, and several governments (including Germany’s) take this threat
very seriously.

The decision to publish and negotiate the draft directives on renewable energies
and the EU as a package makes it much easier for the UK to use EU ETS as a strong
bargaining tool. Being the only country whose EU ETS National Allocation Plan has
been accepted by the Commission without comments, it does not need to negotiate
its own share of excessive allocation. It can therefore demand other political conces-
sions in exchange for accepting other countries’ excessive allocations.

This explains very well why the UK energy bill announced on the 10th of Janu-
ary 2008, and currently pending approval by the Parliament, includes a commitment
to develop “national” and publicly-funded mechanisms to keep the price of carbon
high if the EU ETS price is too low. It gives the nuclear industry reassurance that they
will continue being competitive with regards to fossil energy in the UK, regardless
of whether other EU countries over-allocate emission “rights” to their polluters. It
therefore provides the UK Cabinet freedom to use the carbon emission bargaining
tool in the negotiation of the energy and climate package, and therefore obtain the
acceptance of nuclear power as contributor to the RE target and/or the destruction
of feed-in tariffs across the continent. And at the same time, it allows the government
to project an image of environmental concern. One must admit that it is a brilliant
example of political manipulation.

Carbon Capture and Storage is the third element of the energy and climate pack-
age. It is a concession to the oil and coal industries, in order to compensate for the
losses that it will suffer due to EU ETS and to ensure that the fossil-nuclear mix
remains the backbone of the energy supply.

The energy package also plans another mechanism to compensate power utilities
for the auctioning of emission rights: certificate trading. The German Association of
Industrial Energy Users and Self-Generators calculates that auctioning of allowances
from 2012 onwards means that the utilities will lose roughly €5 billion per year in
unjustified windfall profits. A recent study by Fraunhofer Institute (“Increased auc-
tioning in the EU ETS and trade in guarantees of origin for renewables: A compari-
son of the impact on power sector producer rents”) concludes that they will basically
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gain the exact amount of new windfall profits through introduction of RES certificate
trading. It is a strange coincidence that both amounts are roughly equivalent.’

MOVING FORWARD—RENEWABLE ENERGY FOR THE COMMON GOOD

The debate about this policy package offers a unique opportunity to collectively
shape a good set of policies that will accelerate the transition to a 100 percent renew-
able energy system. A future-oriented Directive must also be socially-oriented and
give communities a leading role in this transition, allowing them to utilize decentral-
ized RE resources in order to generate local collective prosperity, in order to avoid
opposition to new projects and speed up the adoption of renewable energies as a
public service. But in order to generate the social and political energy required to
win this battle, we must be able to provide convincing positive alternatives, and to
organize alliances around them. It is important to create awareness about the con-
nection between all aspects of energy policy and their deep interconnection with
the evolution of our societies, and to produce an inspiring political platform that
encompasses all these aspects.

5  http://www.isi.thg.de/e/working percent20papers/WP_ETS-auctioning.pdf
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ENERGY SECURITY IN AFRICA WITH
RENEWABLE ENERGY"

Preben Maegaard

ore than any other continent, Africa needs an energy revolution and indepen-

dence from the international fossil fuel economy; a change to renewable energy
and energy autonomy is paramount for survival. Africa depends largely on the im-
port of fossil fuels to meet a significant and growing part of its modern energy needs,
which has had perverse effects on the economy and lives of Africans. Renewable
energy is the only viable alternative with the potential, when properly managed, to
improve quality of life on a national and continental scale.

The current sky-high oil prices are disastrous for the fragile economies in most
African countries. With the much lower oil prices of the past, several African coun-
tries were already spending half of their foreign trade expenditure for the import of
oil. With oil prices doubling and $200US per barrel in the foreseeable future, the mis-
ery we already see in Darfur and other regions will spread, and people will suffer and
continue to bleed.

ENERGY RICH AFRICA

The end of the fossil oil era has the potential to foster energy innovation based on
Africa’s tremendous renewable energy resources. The continent has an abundance
of wind resources, biomass, and not least, solar energy, all in sufficient quantities
for satisfying future energy needs. Africa has all of the renewable resources. What it
needs is access to know-how and practical technological solutions.

Within this context I ask why the Africa Energy Forum, gathering July 2 to 4,
2008 in Nice, France, will focus almost entirely on the conventional energy system,
rather than on renewable energy. The Africa Energy Forum brings together senior
government officials and private-sector executives to discuss opportunities to expand-
ing public and private power. I received an invitation but was unable to attend. I asked
for a better representation of the renewable energies as most of the presentations of
the Forum focus on conventional energy options that will not be affordable for the
masses of the African continent.

NO RENEWABLE ENERGY AT AFRICA ENERGY FORUM!

The prompt answer from the director of the conference revealed that the

1 Originally the chapter on regional perspectives in Africa was meant to be written by Ibrahim
Togola, Director of the Mali Nyetta Folkecenter for Renewable Energy. However, due to last minute time
constraints it was not possible. Ibrahim suggested this chapter, written by his close collaborator and col-
league, as an alternative. This text has been previously published online at http://www.folkecenter.net/gb/
news/fc/re_africa/. Reproduced here with the permission of the author.
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priorities of the conference were already decided and did not intend to include re-
newable energy. The conference manager, Rod Cargill, e-mailed to me:

One thing is certain, conventional power is pivotal to Africa’s economic growth. To
claim that Africa’s problems of poverty would be alleviated by relying on renewable
energy is folly. The number of failed renewable energy projects in Africa over the
last 20 years is unacceptable, and verging on the irresponsible. These failed projects
have setback development by raising aspirations and then failing to deliver, thus
curtailing self-help in Africans.... The aim of the Africa Energy Forum is ultimately
poverty alleviation in Africa. We are well aware of the difficulty of bringing power
to rural communities and the consequences of untrammelled power expansion
on climate change. But we believe that cooperation between all power providers
is the only way to achieve our objective. We find a strong reaction in Africa to the
moralizing of western countries, particularly when they are the ones selling the
renewable technology.

Well-known suppliers of renewable energy solutions like Sharp, Kyocera, Ves-
tas, Solar World, Enercon, and many other world brands within wind and solar
power are not the sponsors, yet the conventional fossil fuel energy sector will be well
represented.

One might get the impression that the solar and wind industries, despite a large
annual turnover of €60 billion, are still not considered a professional sector. Some
might say the sector should be considered, as a whole, responsible for a
of failed renewable energy projects in Africa over the last 20 years as they failed to
deliver ... ” and thus prevented energy change in Africa.

... number

DISASTROUS SOLAR PROJECT BY ESKOM AND SHELL

Even though renewable energy has seen tremendous technological achievements,
there will of course be failures, as happens in any other innovative sector. In Africa
the renewables sector undoubtedly suffered their most severe setback ever when oil
giant Shell tried to pave the way for solar power but failed with their widely adver-
tised solar initiative in rural South Africa.

In 1998, Shell Renewables and Eskom, South Africa’s national electricity supplier,
embarked on a joint venture to supply homes in the remote and rural communities
of South Africa with a unique solar home system. This project was the largest com-
mercial, rural solar electrification venture ever undertaken. The aim was to bring
illumination to 50,000 rural homes in South Africa.

After some years, their token payment system failed, and systems were either
not functioning or panels were stolen. As the project did not succeed organization-
ally, technically, and commercially, Shell was forced to withdraw. What was planned
as a model for the 2 billion people globally that have no grid electricity, ended up as
a disaster for the reputation of solar power.

But fortunately we find in Africa numerous successful renewable energy solu-
tions that obviously did not get the same negative response as the disastrous Shell
top-down project. In Namibia, small solar shops charge mobile phones, and many
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towns and villages get their electricity from PV. In Kenya, thousands of solar systems
give light to homes after sunset. Egypt and Morocco already have wind farms and are
planning many large-scale uses of wind and solar energy. They have better resources
than most industrialized nations and have begun to mobilize their own industrial
capacity to collect in full the fruits of their natural resources.

DECENTRALIZED SOLAR TECHNOLOGY CAN IMPROVE THE CONDITIONS OF LIFE

I have personal experience from solar projects in Uganda and Mali, which are in no
way comparable with the Shell experience. At the 2004 project inauguration, every
solar panel installed was serving the rural population with electricity for schools,
clinics, and other basic institutions. Some of the installations had been producing
electricity for years. With extremely modest financial resources, dozens of villages
are now demonstrating that modern technology can improve the conditions of life
among the poorest in rural areas—93 percent of the population does not have access
to electricity.

The nearest power line may be 100 km away and will never find its way out
to the thousands of villages where you find the majority of the population.
In the last ten years, solar cells fortunately have become more efficient and reliable
and can deliver electricity to schools and clinics, improve the supply of water, all for
the common good. Meanwhile, the residents with sufficient income have started to
buy their own solar installations. This energy revolution, admittedly still at its very
beginning, has been made possible by a small dedicated team at the Mali Folkecenter
(www.malifolkecenter.org) that has implemented other pioneering projects in some
of the poorest countries of the world.

ENERGY SUPPLY AND REVITALIZATION OF LOCAL ECOSYSTEMS

In 2006, the rural commune of Garalo, in the south of Mali, celebrated the imple-
mentation of a biofuel project based on jatropha oil. The facility will help bring bio-
fuel-generated electricity (245 KW) to approximately 8,000 residents of the Garalo
commune and possibly later to the rest of the people in the surrounding villages. For
the 70 percent of Malians who live in rural communities, this project shows that liv-
ing rurally does not have to mean a cash-crop dependent economy with no running
water, or that the only alternative for electricity is petroleum generators.

The Sahel environment is fragile and arid, yet jatropha is resilient and can grow
under these harsh conditions. Jatropha can thrive in the region’s difficult land and
restore eroded areas, effectively generating environmentally-friendly energy, help-
ing reduce CO, emissions, and helping to revitalize local ecosystems. Such projects
will also stimulate the economy and create disposable income, which, in turn, can
be used to develop healthcare, education, small-business needs, living conditions,
and much more. The project will be closely monitored and documented, so others
interested in similar initiatives can learn from this experience. Jatropha is expected
to transform Garalo, offering residents greater opportunities, stable energy prices
and a chance for sustainability.
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n most Southern countries, the energy model has been articulated on the basis
Iof the rules established by western governments and international financial in-
stitutions. This is no surprise given that, since the 1980s, with the development of
neoliberal policies, these countries have been left with little choice but to globalize
economically, including the globalization of their energy industries.

In Latin America, Africa, and Asia, energy consumption rates are rising
dramatically,” but these values refer to rates within urban centers and in industrial
zones. When it comes to hydrocarbons, the fact that they are considered to be an
exploitable resource has provoked a whole host of tensions and armed conflicts in
Southern countries.” Moreover, in spite of being energy-exporting countries, many of
these countries are obliged to import refined oil products for their local consumption.
As a consequence, they are strongly dependent on international crude oil prices.*

The global demand for electricity has increased substantially in the last decades
and it has been forecasted to double by 2030. A quarter of the world’s population
does not have access to electricity, and most of these 1.6 billion people are located in
South Asia and Sub-Saharan Africa.’ As such, energy resources are still being denied
to these impoverished populations, who do not benefit from the quality of life that
access to those resources would bring them.

Southern regions are very attractive for foreign corporations given that they
are rich in terms of natural resources and biodiversity, and because the widespread
poverty among their populations ensures an inexpensive workforce. They are also at-
tractive for the energy sector due to their development of several policies: on a global
scale, these Southern countries supply energy resources to those countries that have
a higher demand for energy. At a local scale, they provide Transnational Companies

1 This chapter was originally written, for the purposes of this book, in Spanish. It was translated
into English by Diana Labajos, Craig Daniels, and Ben Pakuts.

2 According to the International Energy Agency, between the years 2004 and 2030 the global
demand for primary energy will increase a 60 percent and Southern countries will experience the highest
increase. Hydrocarbons will constitute 85 percent of the energy to be consumed.

3 Twenty-four countries out of the world’s forty-nine main oil producers are plagued by ten-
sion and armed conflicts (sixteen out of those twenty-four are Southern countries that do not belong
to OPEC). In thirty-eight of the forty-nine, or three-quarters of them, there are substantial violations of
human rights and fundamental liberties.

4 Ramon Fernandez Durdn, El crepiisculo de la era trdgica del petroleo: Pico del oro negro y co-
lapso financiero (y ecoldgico) mundial, Virus and Ecologistas en Accion, 2008.

5  International Energy Agency, World Energy Outlook 2004, Paris, OECD, 2005.
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(TNCs) unrestricted access to their energy sector. As a result, far from fostering eco-
nomic and social strength, this take over of the Southern countries’ markets by TNCs
has led to harmful impacts on both their populations and their environments.

In this context, Latin America becomes a model case of the possible conse-
quences of having foreign countries’ governments and TNCs struggling for control
of the regions’ resources, in order to exploit their potential as a new market. In Latin
America, as in other Southern countries, natural resources play a strategic role,’
which means that TNCs and foreign countries use their political, judicial, legal, and
economic power to control them, thereby dragging these rich but impoverished
countries into major conflicts.

TRANSNATIONAL COMPANIES AND THE CONTROL OF ENERGY IN LATIN AMERICA

Latin America has 9.7 percent of the world’s oil reserves and 4 percent of the world’s
gas reserves; 13.5 percent of the annual world crude oil production is supplied by the
region.” Although Latin America is not one of the largest hydrocarbon producing
areas on the planet, it plays a key role in international geopolitics, given that foreign
oil companies have easy market access and because of their role as energy suppliers
for the US—the largest consumer of hydrocarbons in the world.

The description of the energy situation in Latin America is completed with a
mention of the abundant renewable energy resources that exist there. The region’s
water, air, agrofuels, and, to a lesser extent, sun are all attracting foreign direct invest-
ment. Of the primary energy consumed in the region, 18 percent originates from
biomass and renewables.® The multi-nationals see the large hydroelectric, wind, and
agrofuels projects that are currently being developed in Chile, Mexico, and Brazil,
among other countries, as an abundant source profits.

Venezuela has the largest hydrocarbon reserves in Latin America, with 69 per-
cent of all oil reserves and 60 percent of all gas reserves. Brazil, if the new untapped
offshore reserves are confirmed, has the second largest crude oil reserve in the area,
while Bolivia has the second largest gas reserves. It is no surprise then to know that
Venezuela and Bolivia have become priority targets for energy TNCs—69 percent
of the foreign investment in Bolivia in 2005 went to the extractive industry.’ Nor is
it surprising that the governmental reaction to this has been to assure and protect
public management of the oil in order to assert control over one of the country’s key
axes of development.

Although national oil companies are still players in the Latin American hydro-
carbon sector—as is the case with PDVSA in Venezuela, PEMEX in Mexico, Petro-
bras in Brazil, and ECOPETROL in Colombia—privately-owned multi-national

6  Erika Gonzalez, Kristina Sdez and Jorge Lago, Atlas de la energia en América Latina y Car-
ibe. Las inversiones de las multinacionales espaiiolas y sus impactos econémicos, sociales y ambientales,
OMAL—Paz con Dignidad, 2008.

7 BP, BP Statistical Review of World Energy 2006, London, 2007.

8  International Energy Agency,. Energy Balances for Latin America, Washington, 2005.

9  UNCTAD, World Investment Report 2007. Transnational corporations, extractive industries and
development, New York and Geneva, United Nations, 2007.
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companies are pushing to increase their control over these resources (see table 1).
Repsol YPE, with headquarters in Spain, has been the leading multi-national hydro-
carbon company in Latin America since 1999, the year the company acquired the
Argentinean state-owned firm, Yacimientos Petroliferos Fiscales (YPF). Repsol YPF
owns 95 percent of the Latin American hydrocarbons reserves, and it has obtained
85 percent of its exploitation results. Although Repsol YPF has the second highest in-
come of all Spanish TNC:s, its activities have negative impacts on human rights, labor
relations, indigenous peoples, and the environment. For instance, Repsol has been
publicly sued for having its operations located in seventeen indigenous reserves in
Bolivia. They also have been sued for polluting the Mapuche territory in Argentina.

Company Sales (in millions) Country of Origin

Repsol YPF 16.900 Spain

Royal Dutch Shell 9.757 United Kingdom /
Netherlands

Exxon Mobil 8.208 United States

Chevron Texaco 7.532 United States

Petrobras 4.437 Brazil

BP 2.782 United Kingdom

Table 1. List of major oil companies in Latin America and the Caribbean by sales. Source: CEPAL, La
inversion extranjera en América Latina y el Caribe. Santiago de Chile, United Nations, 2007.

In the last few years, some Latin American governments have increased state
control over hydrocarbons. For example, in Venezuela, the constitution in force
prevents the state-owned firm PDVSA from being privatized. The price the govern-
ment had to pay was a coup détat in April 2002. In Bolivia, massive popular protest
against the energy corporations, owing to the fact that the companies had looted the
national energy resources, led to the gas war in October 2003, which was the starting
point for the later hydrocarbon nationalization process.

In the electricity sector, the main energy sources used for generating electricity
are water (68 percent) and natural gas (12 percent).'® At a global level, the state of
affairs is somewhat different, as coal accounts for 40 percent of global electricity
generation. Access rates to electricity mirror the inequality conditions present in the
region: industrial consumption and well-off citizens are supplied by huge electrical
power stations, while around 46 million people have no access to this service."

The interest multi-nationals have in the electricity sector lies not only in the
control of generation, but in managing the whole chain of supply (from electricity
production to marketing). This way they can secure the profits derived from the
continuous growth in electricity consumption. Also of great importance are the en-
ergy integration projects—such as the Central American Electrical Interconnection

10  Energy Information Administration (EIA), International Energy Annual 2006, Washington,
DC, US Government, 2008.
11  International Energy Agency, World Energy Outlook 2004, Paris, OECD, 2005.
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System, or the Initiative for the Integration of the Regional Infrastructure of South
America—because they contribute to the expansion of giant electric infrastructures,
which facilitate the connection between the areas where electricity generation takes
place and the end-point consumers.

Nowadays, the electricity sector in Latin America and the Caribbean is strongly
controlled by the leading multi-national electricity companies, mainly European.
Among others are the French EDF; the French-Belgian Suez-Tractebel; the Italian
Enel; and the Spanish Endesa, Iberdrola, and Unién Fenosa. All of these companies
have been fortified through successive mergers, and have benefited from the privatiza-
tion processes that resulted from the neoliberal reforms. Therefore, in practice, there
is a clear conflict between the peoples needs and rights to access electricity and the
financial windfall that electricity generation and distribution represents for the firms.

Endesa is the leading private electricity company operating in Latin America. Its
purchase of Chilean energy giant Enersis led the way for its expansion throughout
Latin America. The company is already well known worldwide due to the effects re-
sulting from its megaproject at Ralco’s hydroelectric dam, located in Mapuche terri-
tory, Chile. The construction of this dam affected the territory at the environmental,
social, and cultural levels.

As far as Iberdrola is concerned, the company has received strong opposition
to its activities at the wind farm, La Venta, located in Oaxaca State, Mexico. There,
lands have been expropriated and rural communities pushed to the wayside. Spanish
transnational Union Fenosa has been called into question because of its deplorable
management of the electricity services in Colombia, Nicaragua, and Guatemala.'?

In just a decade and a half, Spanish TNCs have become established leaders in the
banking sector, in the telecommunications sector, and also in the energy sector. As
these corporations’ profits have increased year by year, their activities have impacted
the environmental, social, and cultural health of the region; all of which greatly affect
the lives of people living there.

In this sense, the Latin American population is highly critical of the impact that
the energy multi-nationals have had as they came into the region. According to the
Latinobarometro 2007, 77 percent of the population believe that oil should be man-
aged by the state and 76 percent think that electricity should be in public hands."

THE UNFULFILLED PROMISES OF NEOLIBERAL REFORMS

The dominance of TNCs over Latin America’s energy sector is the result of the dras-
tic reform packages promoted in the Washington Consensus for southern econo-
mies. These reform packages, which began in the 80s and peaked in the 90s, were
aimed at reducing the states’ intervention in the economy, privatizing state-owned
enterprises and liberalizing the markets. These measures promoted the opening of
regional markets to foreign companies. Upon entering southern markets, TNCs

12 Pedro Ramiro, Erika Gonzélez, and Alejandro Pulido, La energia que apaga Colombia. Los
impactos de las inversiones de Repsol y Union Fenosa, Barcelona, Icaria—Paz con Dignidad, 2007.
13 Corporacién Latinobarémetro, Informe Latinobarémetro 2007, Santiago de Chile, 2007.
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have heavily invested in the energy sector, with the aim of gaining control of natu-
ral resources, including oil, coal, and gas. These companies have taken renewable
resources, like water and land, for the construction of large hydroelectric dams,
the erection of wind turbines, as well as the exploitation of wide swathes of land
for the production of agrofuels. Although, in principle, these are renewable energy
projects, their enormous scale is resulting in the privatization of large territories
and the displacement of the population who live there. Yet, with a different process,
these are the very people who could be central to a sustainable management of the
energy system.

As a consequence, all the countries holding substantial hydrocarbon reserves in
Latin America and the Caribbean, except for Mexico and Cuba, undertook strong
sectoral reforms during the 90s. Consequently, many states sold part of their oil firms
to TNCs, either by granting concessions for the exploitation of oil fields, or by the
selling off of entire public corporations. In Argentina, YPF was sold under Menem’s
government and the same happened in Bolivia under President Sanchez de Lozada’s
rule, when Yacimientos Petroliferos Fiscales Bolivianos (YPFB) started being man-
aged by private hands." In Brazil, foreign entry in Petrobras was negotiated during
Cardoso’s government. As for Venezuela, Caldera’s administration boosted the so-
called apertura petrolera process, which consisted of making exploitive contracts with
multi-national corporations. In Colombia, the privatization process started relatively
recently when, in 2006, the state-owned company, Ecopetrol, was privatized.

The appropriation of hydrocarbons by the multi-national enterprises has af-
fected all of these countries in a similar manner. In relation to oil, operations such as
free disposition and export/import have often been done without paying any tariffs.
For instance, taxes have only risen to 18 percent in Bolivia. In addition, by directing
oil production towards the export market, TNCs have created an energy shortage
in these countries; there are a variety of reasons for the scarcity of energy in coun-
tries such as Bolivia, Argentina, and Ecuador. On the one hand, the governments
only earmark a small proportion of the resources (e.g. petrol and gas) for domestic
consumption, despite the fact that the new governments are attempting to increase
domestic supply. An example of this is the tense negotiation process between Bolivia,
an exporter of gas, and Brazil and Argentina, both of which are importers. On the
other hand, the cost of refined products consumed by the population has risen. This
has meant that supply has become inaccessible, especially for the most impoverished
rural population that still suffers today. Rather than being due to lack of resources,
the scarcity of energy affecting these countries is due to neoliberal policies.

So what energy situation awaits these countries once their sources begin to run
out? The outlook is very pessimistic. The consuming regions will apply pressure
to maintain their quota of energy, while, in turn, the inhabitants of the producer
countries will assert their right to the resources in their territory. Historically, such a
situation has resulted in conflicts in which the military arm of the state has attempted

14  Marco Gandarillas, Marwan Tahbub, and Gustavo Rodriguez, Nacionalizacién de los hidrocarbu-
ros en Bolivia. La lucha de un pueblo por sus recursos naturales, Barcelona, Icaria—Paz con Dignidad, 2008.
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to repress the protests of the majorities in order to serve the needs of the economic
and political elites.

Simultaneously, TNC delegates have accessed State-owned company boards of
directors, thus taking control over decision-making in the energy sector away from
the state. This is not to mention the results of the multi-nationals’ strategy of petrol
and gas exploration and extraction on other levels. In terms of labor, it has given rise
to enormous cuts in staff and the deterioration of working conditions. In relation to
the environment, a loss of biodiversity, the contamination of rivers and soils, and
the deforestation of national parks and biosphere reserves are all becoming a reality,
among the many other problems. Petrol countries, such as Bolivia and Ecuador,' have
responded to the reality of serious environmental impacts by enshrining the right to
a healthy environment in their new constitutions. On many occasions, the activity of
the petrol transnationals has forced the indigenous population to be displaced from
their ancestral territories, has meant the loss of their means of production, of natural
resources, culture, worldview, etc.—effects that are felt even more severely by women.
This also results in the infringement of human rights, especially those of social move-
ment and trade union leaders who are critical of the activity of the multi-nationals.

The reform of the electrical system has taken place simultaneously with the
privatization of the oil sector. Historically, states monopolized the management of
electricity. However, this model was harshly criticized by neoliberals, and specifically
targeted by the structural reforms boosted by international financial institutions such
as the IME. Measures taken in those reforms were to split the electrical system into
the processes involved—generation, transportation, distribution, and commercial-
ization—then to create companies for the exploitation of the different processes, fol-
lowed by their sale to foreign partners. The reforms were justified as being required
in order to solve the electricity supply crisis and to improve the electrical supply in-
frastructure for the Latin American population. In the 1970s, states held a monopoly
control over electricity, and electrical services were financed from the public coffers
and from multilateral organizations. The latter played an especially important role
throughout the 80s, as a result of the explosion of the debt crisis. In the case of the
electrical sector, this economic crisis manifested itself in a scarcity of investment in
electricity generation and distribution projects, as these projects were generally very
costly. The lack of an adequate infrastructure, coupled with an increase in demand
and the deterioration of the transportation networks, meant that episodes of supply
cuts were frequent in the 90s. This resulted in a lack of energy, affecting the majority
of Latin America’s population, especially in rural zones. According to their promot-
ers, reforms would bring the spread of the electrical supply to other consuming areas,
the end of corruption in state companies, and more financial resources.'

However, after twenty years of private electricity management, the reality is
considerably different: there has been little investment in infrastructure because the

15  Political Constitution of Ecuador 2008, Chapter 5 on Collective Rights. Articles 86-91. Politi-
cal Constitution of Bolivia 2009, Title III. Environment, Natural Resources, Land and Territory.

16  M-? José Paz, Soraya Gonzalez and Antonio Sanabria, Centroamérica encendida, Barcelona,
Icaria—Paz con Dignidad, 2005.
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companies have given preference to short-term benefits. As a consequence, electri-
cal quality and supply have not really improved. To give an example, in Nicaragua,
where Unién Fenosa holds the monopoly for electrical distribution, electrical cover-
age in the rural area has only marginally increased in this period, rising from 40
percent to 43 percent.”” Companies have also reduced running-costs so as to maxi-
mize profitability. Accordingly, power cuts have continued and the power grid has
not reached areas that are “cost-ineffective” for the companies. In addition, foreign
investments have been focused on buying privatized companies rather than in build-
ing up local production capacity. Private electricity management, far from benefiting
governments, has resulted in a double-edged sword: governments do not take in
any profits from the electricity sector’s exploitation—as it is in private hands—and
because electricity is a basic service, governments have to subsidize the sector when
there are financial difficulties.

TENSION AROUND THE CONTROL OF ENERGY

The rivalries for control of energy between foreign TNCs, states, communities, col-
lectives, and workers, etc. have caused strong social conflict, political tension, and
lawsuits in international courts of justice. The competition between states and TNCs
is not based on equal terms; on the contrary, the population fights to keep the sover-
eignty of their energy resources while having to face the corporations’ influence over
the mass media, the economy, politics, and legislation. Furthermore, there is not only
tension between the populace and the TNCs, but also political and social conflicts
that arise from the network of energy dependence between countries.

A large fraction of Latin American hydrocarbon reserves are located in the An-
dean community. In order to intensify the exploitation of these reserves, the TNCs
operating there have used all the power at their disposal, including military force and
the police. In Ecuador, oil corporations have had an agreement with the army, since
2001, to secure their facilities. In Peru, the case is very similar: the armed forces have
political and military control over certain strategic areas.'® Military presence has
been denounced in both countries, as social actions have been violently repressed
and indigenous peoples have been stopped from passing into their territories. Ac-
cordingly, indigenous communities have been the most affected by oil extraction
activities, and are the ones who have put up a resistance most directly orientated
towards the defense of their territorial wealth and natural resources. Their struggles,
which seek to put an end to the intrusion of TNCs into their territories, have taken
the form of demonstrations, legal denunciations, and political pressure, etc. Other
indigenous peoples that have been affected include the Waoranis in Ecuador; the
Machiguengas, Yine, and Ashaninka in Peru; and the U'was and Guahibos in Colom-
bia. In this country, the armed conflict that has continued for the last forty years has
made the militarization of oil extraction areas even graver than in Peru. In Colombia

17 CEPAL, 2009. Anuario estadistico de América Latina y el Caribe, 2008.
18  Alfredo Seguel, “La invasion de las empresas petroleras en la selva amazonica de Peru,” Blog de
la Red de Comunicacion Ucayali, October 2008.
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the corporations’ control over the natural resources has also worsened the viola-
tion of human rights. In fact, some oil corporations are co-responsible for inhumane
crimes, as they have financed mercenary intelligence companies, supported the US
army, and funded military units with proven human rights violations.*

If we look at the energy scenario of the Southern Cone, Bolivia stands clearly as
the main gas exporting country. The main recipient countries of Bolivia’s gas are its
neighbors, Argentina and Brazil, though it plans to expand its markets by export-
ing gas to Uruguay and Paraguay. According to Bolivia’s Minister of Planning and
Development, Carlos Villegas, the country exported 42 million cubic meters of gas in
2008, 24 million cubic meters of which went to Brazil. For its part, Argentina receives
7 million cubic meters every day. Hydrocarbon reserves of this country are decreas-
ing because of the entry of the TNCs and the lack of investment in the country.

In Bolivia, two TNCs control the hydrocarbon sector: the Spanish Repsol YPF
and the Brazilian Petrobras. The latter exploits the biggest gas fields and the export
pipelines going to Brazil. Therefore, they have great influence and can exert pressure
over the Bolivian government. This enterprise’s pressure on the government reached
its peak in 2006, when the government, headed by Evo Morales, enacted the decree
to nationalize hydrocarbons. What happened was that the Brazilian government
and the Petrobras executives put a lot of pressure on the Bolivian government so as
to protect their interests. They threatened to take them to the International Centre
for Settlement of Investment Disputes (ICSID)—an arbitration court of the World
Bank—stop investing, or even leave the country. The Spanish government also used
diplomacy, the mass media, and their political power to defend Repsol YPF’s busi-
ness in Bolivia.

According to Bolivian law,? it is the state company, Yacimientos Petroliferos
Fiscales Bolivianos (YPFB), that defines policies related to petrol.?! In practice, how-
ever, the refounded YPFB finds itself subject to multiple constraints when it comes
to exercising control over the hydrocarbons. These include barriers such as external
and internal political interference, the conditions of the global market, and the in-
ternational price of gas, etc. Nonetheless, Bolivia is making advances. The state take-
over of the country’s most important refineries, which were previously controlled by
Petrobras, is an example of this.

As part of this analysis, it is also important to mention the process of energy
integration that is occurring within the framework of the Bolivarian Alternative
for the Americas (ALBA, for its initials in Spanish), a process driven by Venezu-
ela, and the Peoples’ Trade Treaty (TCP), which is being promoted by Bolivia. The
objective of ALBA and the TCP is to put an end to the economic dependence that
the exportation of raw materials gives rise to. These integration programs seek to
stimulate endogenous development and sovereignty in the realm of production, as

19  Pedro Ramiro, Erika Gonzélez, and Alejandro Pulido, La energia que apaga Colombia. Los
impactos de las inversiones de Repsol y Union Fenosa, Barcelona, Icaria—Paz con Dignidad, 2007.

20  Supreme Decree DS 28701

21 In theory, it defines the conditions, volume, and prices, both for the internal market, as well as
for export and the country’s own industrialization processes.
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well as introduce lower energy prices so that the poorest sector of the population
can have access.

Chile depends on Argentinean gas imports, while Argentinean gas comes from
Bolivia. This fact is important when looking at the regional conflicts related to gas.
In 2003, the gas Argentina imported from Bolivia was used for producing more than
half the energy consumed in Chile.

In Central America, tensions around energy come from the fact that these
countries strongly depend on the hydrocarbons they import, which means that their
disposition is subject to the international energy market prices. Moreover, one of
the biggest electrical infrastructures, the Central American Electrical Interconnec-
tion System, is being built in the region, with the intention of connecting electrical
energy-producing areas, coming mainly from large hydroelectric dams, with the
consumers. In order to do so, the power grids from the different countries will be
connected, from Mexico to Colombia. This mega-system will obviously have numer-
ous impacts on the region’s environment and society.

Lastly, crude oil production in Mexico has been managed by the state-owned
company Pemex. However, lobbying by TNCs has been successful, and in October
2008, the Mexican senate approved an energy reform by which private capital can
enter into Pemex.?? Foreign company stake-holding in Pemex is currently being con-
tested through civil resistance.

THE ROLE OF NATION STATES IN THE ENERGY CRISIS

For the nation states, keeping or regaining control over the hydrocarbon and elec-
tricity sector management is an asset, especially because they can increase private
company taxes. In Bolivia, for instance, the most productive oil fields taxes can reach
82 percent of the value of oil production. As such, the state’s increased income leads
to less dependence on international and multilateral funding, allowing it to imple-
ment wider social reforms with the oil revenues. Another positive outcome of the
states’ control over the sectors is the control of private companies’ activities in rela-
tion to corruption and other offenses. As for the population, it is a step forward in
regaining their energy sovereignty, as they can push governments to hear them when
making decisions in regard to hydrocarbons or electricity.

The global market energy production has strong negative effects. Large hydro-
electric plants and oil or gas extraction lead to deforestation, alteration of waterways,
pollution, and displacement of indigenous and rural populations. Nonetheless, so-
cial pressure on governments may force them to create regulations more effective in
guarding people’s and environmental rights. We should take into account that state
and regional administrations are often to blame for the unclear management of the
profits made from energy production. The partnership between the state administra-
tions and foreign corporations hardly ever leads to investment in the population’s
needs but rather to the benefit of the corporations.

22 Erika Gonzalez and Kristina Saez, “La maldicion de los recursos energéticos en América
Latina,” Pueblos, no. 32, June 2008.
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Allin all, it is important to have a state-owned company administering the whole
hydrocarbon production chain. This would be the first step towards establishing
limitations to private activities, with the aim of regaining peoples’ sovereignty over
their territories, their natural resources, and their economic future. State manage-
ment allows for energy production and demand to be coordinated throughout the
whole country, and also offers an accompaniment and means to defend those com-
munities who wish to undertake local alternative energy projects under the manage-
ment of the collective itself. For that purpose, while hydrocarbon nationalization is
not really enough, it is nonetheless still the sine qua non of conditions for achieving
peoples’” sovereignty. The ability of the population to decide on its energy resources
is premised on the possibility of realizing effective political and legal control over
those who manage these resources. It thus follows that the managing body must
open channels of popular participation in order to allow debate about a plan for
managing these resources in a way that prioritizes a socially and environmentally
sustainable use of energy.

Undoubtedly, in the future, measures such as those mentioned above should go
hand in hand with others aimed at facing the end of fossil fuels and climate change—
including solutions that favor the transition towards the use of renewable energy
sources. An example of this is the type of energy policies that Venezuela is initiating
through programs such as the Operative Plan in Renewable Energies and the Ener-
getic Revolution Mission, both of which seek to use renewable resources to supply
isolated communities with energy. Nevertheless, the very first and fundamental step
towards favoring people power over TNCs is to let the social majorities of the planet
manage their natural resources.

A debate around the most suitable economic models for social justice and envi-
ronmental care is needed. Until now countries rich in energy resources such as Ven-
ezuela and Bolivia have followed an exploitation model that only benefits a privileged
minority. In this sense, social necessity has defined the model, as the need of states
to supply the population’s basic needs has oriented state management towards the
exportation of energy resources. By regaining sovereignty over their resources and
deciding what to do with them, while remaining producers, these countries place
themselves in a fairer place within the global energy system. However, unfortunately,
this does not secure their energy autonomy, as Brazil imports gas from Bolivia, and
Mexico imports Peruvian gas, for example.

Environmental sustainability of oil production, hydroelectric dam construc-
tion, and biofuel production sets the limits for the current energy model in Latin
America and other southern regions. It also brings to light the need to change the
paradigm: the energy matrix will need to be adjusted toward an economic system
where consumption is equitably distributed among the people, not dependent on
foreign resources, and where energy resource exploitation meets social and environ-
mental sustainability.
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STRUGGLES AGAINST PRIVATIZATION OF
ELECTRICITY WORLDWIDE

David Hall on behalf of Public Services International Research Unit

his chapter looks at campaigns against electricity privatization: their extent, what
were the issues, who was involved, their use of court cases and electoral cam-
paigns, and the development of alternative policies.'

1.1SCALE OF CAMPAIGNS

There has been widespread opposition, throughout the world, to all forms of electric-
ity privatization—the sale or privatization of distribution networks; the sale or priva-
tization of existing power plants; the creation of new, private power stations through
IPPs (Independent Power Producers); and management contracts or leases to oper-
ate networks or power stations. This opposition has come from a wide range of civil
society groups, including trade unions, environmentalists, consumer organizations,
community organizations, peasant and indigenous groups, and political parties. In
some cases governments have also adopted a position of passive resistance to World
Bank proposals.

The table lists campaigns that could be described as at least partly successful in
terms of their own objectives.
CAMPAIGNS AGAINST ELECTRICITY PRIVATIZATION

Key to active groups: U=unions; C=consumers; B=(local) business; N=other NGOs; E=environmentalists;
P=political parties

Source: PSIRU database

Country | Location Year Result Decision mecha-| Active
nism groups
Australia NSW 1999, 2008 | State utility corporatized, not Election (re- U,P
privatized gional)
Brazil All Ongoing | Limited privatization of utilities, | Elections (na- UPN,C
generators tional and state)
Canada Ontario 2002 Halted privatization of utility Court ruling UC,E,N
Ontario Hydro
Colombia Cali, all 1997-date [Opposed privatization of munici- - UN,E
pal utility Emcali
Dominican all 2003 Renationalized electricity dis- Government C,U
Republic tributors decision

1 This chapter is based on a number of PSIRU reports published over the last ten years, all of
which are accessible at www.psiru.org.
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Ecuador National 2004 Rejected privatization of state [Parliament, court
company ruling
France National Ongoing | Delayed privatization of state - Up
company EdF
Germany Leipzig, Ongoing | Campaigns against privatization|  Referenda U,C,P
Dusseldorf of stadtwerke
etc
Hungary National Ongoing Oppose privatization of state U,p

electricity co MVM
India Maharashtra 2004 Nationalization of Dabhol IPP Government N,E,U

(Enron) decision
India Karnataka 2000 Rejection of Cogentrix IPP plan | Court ruling E,N
Indonesia | National Ongoing Rejection of privatization of Court case UN
electricity utility PLN
Kenya National Ongoing Opposition to privatization of
distribution and generation
companies
Mexico National Ongoing | Defer privatization of electrical [Parliament, court U,PN
utilities ruling
Nigeria National Ongoing |Delay unbundling and privatiza- U, C
tion of state company
Pakistan National Ongoing | Opposition to privatization of U,
WAPDA
Philippines | National Ongoing | Opposition to privatization of UN
state electricity co NAPOCOR
S. Korea National Ongoing | Opposition to privatization of UN
state electricity co KEPCO
Senegal National 2002 Collapse of privatization plans | Government C
decision
South Africa| National Ongoing Eskom remains public utility - UCN
South Korea| National 2004 Withdrawal of plans to privatize | Government UN
and liberalize Kepco decision
Taiwan National Ongoing | Opposition to privatization of UN
state electricity co
Tanzania | National Ongoing | Opposition to privatization of UN
distribution and generation
companies
Thailand National 2004 Withdrawal of planned sale of |Government de- U E,
shares in state electricity co. cision/uprising
Uganda National Ongoing [Delay of privatization of distribu- U,C
tion company and creation of
IPP.
Zambia National Ongoing Partial success in preventing U,CP

privatization of distribution and
generation companies

It is a striking feature of the table that these campaigns of resistance have hap-
pened in all regions of the world, and in the high income OECD as well as in devel-
oping countries. This resistance to electricity privatization has been part of a more
general public resistance to all forms of privatization in public services. Despite initial
public support for the idea in the 1990s, experience of privatized utilities, in par-
ticular, rapidly generated opposition. Opinion surveys in Latin America, for example,
showed a dramatic change by 2000, and hostility continued to grow. By 2003, a speak-
er from management consultant, Deloitte, told a World Bank meeting that there was
hardly a country left where politicians dared to support privatization of electricity:
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“Growing political opposition to privatization in emerging markets due to widespread
perception that it does not serve the interests of the population at large;,” which they
attributed to a number of features of privatization: “Pressures to increase tariffs and
cut off non-payers; loss of jobs of vocal union members that will be hard to retrain for
the new economy; the perception that only special interests are served—privatization
is seen as serving oligarchic domestic and foreign interests that profit at the expense of
the country ...”* From then on, the pressures have been reduced, at least in developing
countries, because most multi-national companies have taken strategic decisions to
withdraw. But continuing pressures for privatization in Europe, and general ideologi-
cal motives, continue to produce privatization initiatives.

The campaigns have thus tended to be long continuous struggles, because the
proposals for privatization have been continuous. A typical example is the case of
Ecuador, where government attempts to privatize electricity assets have repeatedly
encountered organized resistance including unions, provincial and local govern-
ments, indigenous organizations, and others. In 2002, these campaigns forced the
abandonment of proposals to sell electricity distributors, after Ecuador’s Congress
passed a resolution rejecting the privatization, and a Constitutional Court ruling that
the sales were unconstitutional. A further attempt at privatization was abandoned in
February 2004 when there was not a single tender for any of the companies.’
OPPOSITION TO PRIVATIZATION IN LATIN AMERICA

percent who disagree or disagree strongly that

[ ization has been b

B 1988
2000 |

Source: Hall et al (2005)*

The greatest issue has been the level of prices, but campaigns have also focused
on job losses, failure to invest, unreliability, inefficiency, environmental impact,
policy, loss of public accountability and/or national control, and corruption. The
campaigns have been reinforced by a growing body of empirical research critical of
experiences with privatized electricity.

1.2 ISSUES

In some cases these concerned a single power station or local facility—e.g. the Co-
gentrix campaign in southern India—or a single city’s utility, such as the Emcali

2 “The Declining Role of Foreign Private Investment,” Matthew Buresch, Deloitte Emerging
Markets World Bank Energy Forum 2003. http://www.worldbank.org/energy/week2003/Presentations/
EnergyForum1/BureschWBForumpresentation.pdf

3 World-markets Analysis April 13, 2004: “Energy Minister Replaced in Ecuador”

4 David Hall, Emanuele Lobina, and Robin de la Motte, 2005. “Public resistance to privatisation
in water and energy” Development in Practice, Volume 15, Numbers 3 & 4, June 2005.
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campaign in Colombia; in other cases they covered a whole country, such as the
campaigns in Mexico, Thailand, and South Korea. They include cases where exist-
ing systems have been successfully defended so far, while developing or maintaining
services, such as in South Africa and USA (California). And they include cases where
privatizations have failed to take place or been rolled back, such as Senegal and the
Dominican Republic. There are other cases, not listed, where privatization has been
terminated as a result of an exit decision by the company concerned, such as Orissa,
in India, where AES abandoned a generation and a distribution company.

Resistance to large price increases was central in a number of campaigns that
succeeded in rejecting privatizations. In Senegal, for example, the government
refused to meet the demands for price rises of three successive multi-nationals—
Hydro-Quebec, Vivendi, and AES—as a result of which even the World Bank aban-
doned the plan for privatization of the electricity utility.

Other campaigns have been based on defending community interests, as well
as resistance to implied price rises, such as the campaign against Enron’s private
power plant at Dabhol (in Maharashtra, India), which was based on a long-term
power purchase agreement. The campaign was supported by energy NGOs opposed
to the project on social, economic, and environmental grounds, and by the local
communities around the plant whose livelihoods were seriously damaged by it.
Demonstrations by the local communities were brutally suppressed (leading to the
unique case of an Amnesty International report on Enron). The power station was
finally nationalized by the Indian government. The long-running campaign against
the proposed private power station at Bujagali falls, in Uganda, was also based on the
impact on the environment and on local communities. The project was abandoned
by the company originally involved, AES, but has since been revived.

Resistance to, and conflicts over, electricity privatization have often formed part
of greater political processes and struggles. In Thailand, for example, a series of dem-
onstrations and strikes were organised by the Thai electricity workers union from
2004 onwards, highlighting the dangers of privatization in terms of higher prices, the
risk of corrupt allocation of shares to cronies, and the risk of foreign control develop-
ing through buying of shares. In March 2004, the government backed down and an-
nounced the cancellation of the EGAT privatization plans. Following an election, the
government revived the plans; further strikes and demonstrations then formed part
of a movement that culminated in the overthrow of the government, and its replace-
ment by military rule, followed by new elections, new privatization proposals, and
further action in 2008. In Pakistan, the introduction of IPPs in the 1990s with exces-
sively generous power purchase agreements resulted in the distribution company,
WAPDA, becoming unviable, as a result of having to buy power at prices higher
than it could charge consumers. The privatization proposals were strongly resisted
by the union, and attempts were made to prosecute the companies involved in IPPs
for corruption, but these prosecutions were dropped at the insistence of the World
Bank, and instead WAPDA was taken over by the military—a precursor of the sub-
sequent military takeover of the country—and the union was banned. In Venezuela,
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the distribution company was privatized to the US multi-national AES before Hugo
Chavez became president. AES, supported by the US government, strongly resisted
Chavez’s proposal to renationalize the company—this wish to defend AES’ invest-
ment was one factor in the failed coup attempt against Chavez in 2002. By 2007,
however, AES itself wanted to withdraw, and was content when the company was
finally renationalized in 2007.

1.3 UNIONS, COMMUNITIES, ENVIRONMENTALISTS AND POLITICAL PARTIES

Most of the campaigns have been led by trade unions. This is based on the clear eco-
nomic interest of workers whose jobs and working conditions are threatened, but
the unions have generally campaigned on wider issues of public interest, including
prices and accountability. Environmentalists have been involved in many campaigns,
and, in some cases, have taken a leading role. Community groups, especially where
a private power plant threatens the local environment, and consumer groups, who
became increasingly wary of the price rises associated with privatization, have also
been widely involved.

The electricity campaigns show a variety of relations to political parties. In Aus-
tralia, unions have used their specific relations with the Labour Party to obtain a
policy position from Labour against privatization, and then campaign in elections
for the Labour Party on this issue. For example, a union-led campaign succeeded in
influencing the results of elections in New South Wales, so that the electors rejected
the Conservative party, which was proposing privatization of electricity, in favor of
a Labour party policy of public sector, corporatized Electricity Companies. This fol-
lowed similar election results in Tasmania, where the Labour party defeated Conser-
vatives proposing electricity privatization; and electricity privatization has also been
rejected in South Australia and Queensland, leaving Victoria as the only state that
has privatized power.

South Korean unions, by contrast, have waged a long campaign against priva-
tization of electricity, gas, and other utilities, without relying on any one party for
support. Their campaign included parliamentary pressures, general strikes, and re-
search, and, more recently, collaboration with environmental groups and others. The
privatization of the electricity utility Kepco has still (early 2004) not taken place.

1.4 COURTS AND REFERENDA

In some cases, campaigns have succeeded after winning court cases. Examples of
such successful court actions can be seen in India (ruling against the legality of a
proposed power station on environmental grounds), Canada (reversal of proposed
Ontario electricity privatization), and Indonesia (ruling that proposed privatization
of power system contravened the constitution).

In Canada, the government of the province of Ontario proposed to privatize
the transmission grid in 2001. A campaign against this privatization was led by the
union, CUPE, but included broad support from environmental and community or-
ganizations. A court case was brought, arguing that the government had no explicit
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power to sell the shares, and therefore the privatization could not take place: the
court ruled in favor of the union, and the privatization was abandoned after a change
of government following the next election.” The court also explicitly ruled that the
union did have status to bring a public interest case:

It has long since been recognized that unions have an interest in matters which
transcend the “realm of contract negotiation and administration”.... To borrow [from
a case of the Supreme Court of Canada] “the interests of labor do not end at some
artificial boundary between the economic and political” Inherent in this proposition
is the notion that interests of labor are expansive and are meant to include more than
“mere economic gain for workers”®

The background in Indonesia was similar to Pakistan: a series of IPPs were estab-
lished in the 1990s through corrupt agreements with the Suharto dictatorship, with
power purchase agreements setting prices so high that the national distribution com-
pany, PLN, became commercially unviable, because it was forced to buy electricity at
prices higher than it was charging its customers. Attempts to prosecute the IPP com-
panies for corruption were again resisted by donor companies, and the government
subsequently proposed the break-up and privatization of PLN itself. The electricity
workers union and others opposed this strongly, and brought a case to the constitu-
tional court, winning a ruling that the privatization was in breach of the constitution.

In Europe, a number of campaigns in Germany and other central European
countries have made use of laws that enable campaigners to force referenda if they
can acquire sufficient signatures. In Leipzig, for example, a referendum was trig-
gered in 2008 by a campaign against proposals to sell the municipal works company
(Stadtwerke) responsible for electricity distribution, as well as water supply and
other services. In a 40 percent turnout, an overwhelmingly majority voted to halt the
privatization. Similar campaigns have won referenda against privatization of mu-
nicipal electricity and other services in Hamburg, Leipzig, Dusseldorf (although the
privatization went ahead despite a majority vote against), and in Switzerland.

2. DEFENSIVE DEMANDS AND PUBLIC SECTOR ALTERNATIVES

Some of the campaigns have adopted limited defensive positions, protecting the sta-
tus quo against a proposed privatization, without advocating or supporting policies
for reforming an existing public sector system without privatization. Campaigns
against the development of specific IPPs, for example, may not advance any alter-
native method for increasing generating capacity. Some union-led campaigns have
been solely concerned with preventing the loss of jobs that usually accompanies
privatization, without acknowledging problems with the existing system that might
require some alternative reforms for the sake of the public interest.

5  Jamie Swift and Keith Stewart, 2005. “Union Power: The Charged Politics Of Electricity in
Ontario.” Just Labour vol. 5 (Winter 2005). http://www.justlabour.yorku.ca/Swift_Stewart.pdf.

6 Payne v. Ontario (Ministry of Energy, Science and Technology). http://www.sgmlaw.com/en/
about/Paynev.OntarioMinistryofEnergyScienceandTechnology.cfm
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An outstanding example of this is the union campaign in Thailand, which has
successfully prevented the privatization of the state electricity company, EGAT, by
direct action in the form of strikes, demonstrations, and political action against the
governments that have proposed privatization. Their opposition to privatization was
supported by other organizations, including a number of environmental groups that
developed quite detailed proposals for alternative reforms. The unions, however,
neither advanced any alternatives of their own, nor offered support for the environ-
mentalist alternative proposals.

These features are not surprising nor are they necessarily limitations of the cam-
paigns. Defending the interests of an existing community, or an existing workforce,
against a threat from far more powerful forces is a central and legitimate function of
action to control the impact of powerful political and economic forces. Most cam-
paigns depend on organizational power and mass mobilization for success, especially
when confronted with initiatives from governmental or international institutions
that show no interest in consulting or acknowledging the legitimacy of the interests
of people concerned. The interests of different groups can sometimes be effectively
pursued through separate campaigns.

However, campaigns provide an organizational base and create a political op-
portunity to develop policy proposals for the sector. A key element of this is identify-
ing reforms that are in the public interest, rather than principles derived from market
ideologies. The World Resources Institute offered a general approach to structuring
alternative reforms around clearly-identified and agreed-upon public interest objec-
tives. In a report that examines the varying experiences with electricity reform in
the 1990s in six countries—Argentina, Bulgaria, Ghana, India, Indonesia, and South
Africa, major problems with the goals and processes of electricity reform in nearly
all the countries studied are identified.

By focusing on financial health, reforms in the electricity sector have excluded
a range of broader concerns also relevant to the public interest. In this study, we
have examined the social and environmental concerns at stake in these reforms.
We have found that not only are they inadequately addressed, but that socially and
environmentally undesirable trajectories can be locked-in through technological,
institutional, and financial decisions that constrain future choices.

The report put forward four clear recommendations for what it calls “a progres-
sive politics of electricity sector reform,” including:

. Frame reforms around the goals to be achieved in the sector. A nar-
row focus on institutional restructuring driven by financial concerns is too
restrictive to accommodate a public benefits agenda....

. Structure finance around reform goals, rather than reform goals
around finance....
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. Support reform processes with a system of sound governance. An
open-ended framing of reforms will reflect public concerns only if it is sup-
ported by a robust process of debate and discussion.

. Build political strategies to support attention to a public benefits

agenda.”

Examples of alternatives can be categorized according to three major issues: the
need to extend systems to ensure universal connections, the need for transparency,
and the need for efficiency.

The first example concerns the most successful extension of electricity services
in sub-Saharan Africa, in South Africa. The ending of apartheid, following a massive
liberation struggle, created an almost revolutionary situation open to political initia-
tives, including a program for electrification of cities and the countryside through
the state electrical utility, ESKOM: “a period of political change and policy disruption
were essential to the program’s initiation, and the critical role played by organizations
and individuals outside of national government in helping shape new electrification
policies and strategies.”® There was no formal role at all for international institutions
such as the World Bank. Instead—unlike nearly all other programs in Africa—a cen-
tral role was played by organizations representing citizens. A key body on the whole
process was a public multi-stakeholder planning institution, the National Electrifica-
tion Forum (NELF), “a broad-based stakeholder body with participants from Eskom,
municipalities, the DMEA, unions and others [supported by] ... university-based
electricity researchers ... and the energy policy analysts/activists in the ANC” NELF
formed an arena where stakeholders could negotiate the shape of an electrification
program, which would be both politically legitimate and practically implementable,
based on a political acknowledgement of the social function of electrification and
its funding from [public finance]: the end result was the “transition of electrifica-
tion from a socially desirable (but economically limited) activity to an imperative,
brought about broadly by a powerful democratic drive and commitment to service
delivery (including the electoral significance of achieving targets).”

Secondly, improving transparency and public accountability is a significant
issue because in almost all countries, the pre-existing public sector organizations
have become unpopular because of a lack of responsiveness to public concerns both
on an individual and a collective basis. Improving transparency also creates a more
favorable political environment for campaigns. The outstanding example of devel-
opment of this kind of alternative is the work of the Indian energy group, Prayas
(www.prayaspune.org). Prayas recognizes the achievements of the existing Indian
electricity model, based on state ownership, self-sufficiency, and cross-subsidy to ag-
riculture and households. In fifty years, capacity has increased fifty-five fold, with 78

7 Dubash N. (ed.) 2002. “Power politics: Equity and environment in electricity reform” World
Resources Institute. August 2002. http://www.wri.org/governance/pubs_description.cfm?pid=3159

8  Bekker B., Eberhard A., Gaunt T., and Marquard A. (2008) “South Africa’s rapid electrifica-
tion programme: Policy, institutional, planning, financing and technical innovations” doi:10.1016/j.
enpol.2008.04.014
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million customers, and half a million villages connected. There are, however, limits
to these achievements, and real problems in the sector: half the population is still
unconnected, and there are power shortages, weak accounting and metering, and
huge financial losses. Prayas advocates the application of three principles of trans-
parency, accountability, and participation (TAP): “all the governance functions and
governance agencies are made amenable, on mandatory basis, to full transparency
to the public, direct accountability to the public, and meaningful participation of
the public.... The three major governance agencies—the state, the utilities, and the
regulatory commissions—could be TAPed in a variety of ways. However, the space
and capabilities of civil society institutions will be the important determinants of
successful TAPing of these agencies” (Prayas 2001). Prayas showed the potential of
these principles by demanding public consultation on price-setting by the distribu-
tion authority in Maharashtra, India, and then successfully advocating operational
changes which enabled significantly lower tariffs. It has published a series of booklets
on this kind of approach.’

Thirdly, diagnosis of the problems may identify efficiency as a key issue for
popular reform. In 2008, the National Union of Electricity Employees (NUEE) in
Nigeria, where 70 percent still lack electricity connections, argues that privatization
will lead to the continuing denial of electricity connections to those who currently
do not have access to electricity. The union argues instead that: “the crisis has more to
do with corruption and problems relating to the management of the sector.... Some
of the alternatives proffered by NUEE include the efficient use of Thermal stations
and gas, accurate billing and payment for electricity consumption” '* Echoing the
success of the South African multi-stakeholder organization, the NUEE has called
for a summit, “targeted at all stakeholders in the Sector ... to assist governments
and the various stakeholders in developing joint strategies and actions to extend and
improve the efficiency of the electricity services and also develop alternative sources

of generating power.” !

3. CONCLUSION

The scale of these campaigns shows a far stronger public aversion to privatization
than was expected in the 1990s. Their political impact is remarkable, and sufficient
in itself to explain their successes. The range of groups and interest involved also
show that these have rarely been narrow, single interest group issues, but based on
broadly shared concerns about privatization. An economic analysis of why electricity
privatization is generally dysfunctional still needs to be developed. The campaigns
have also generated some interesting approaches to alternatives, addressing issues
of transparency, accountability, and efficiency, but only rarely issues of renewable
energy sources.

9 See http://prayaspune.org/peg/energy_home.php.
10 NUEE, 2008. “Electricity in Nigeria: Challenges And Way Forward.”
11 NUEE, 2008. “Electricity in Nigeria: Challenges And Way Forward?”



Chapter 15 || Part 4

COMMUNITY RESISTANCE TO ENERGY
PRIVATIZATION IN SOUTH AFRICA’

Patrick Bond and Trevor Ngwane

n spite of South Africa’s alleged “economic boom,’* the harsh socio-economic re-
Ialities of daily life actually worsened for most when racial apartheid was replaced
by class apartheid in 1994. That process occurred in the context of a general shift to
global neoliberal power, instead of prior Keynesian eras in which middle-income
countries like South Africa were permitted to build an industrial base and balance
their economies through inward oriented strategies.

South Africa suffered enormously from neoliberal policies that increased income
inequality (with the Gini coeflicient soaring from below 0.6 in 1994 to 0.72 by 2006)°
and doubled the official unemployment rate (from 16 percent in 1994 to around 32
percent by the early 2000s), as ecological problems became far worse, according to the
government’s 2006 “Environmental Outlook” research report, which noted “a general
decline in the state of the environment”* Social unrest and the rise of social move-
ments reflect the discontent: there were 5,813 protests in 2004-05, and subsequently,
an average of 8,000 per annum.® Until China overtook in early 2009, this was probably
the highest per capita rate of social protest in the world during the late 2000s.

Matters will not improve, in part because of macroeconomic trends. The most
severe problem is the vulnerability that South Africa faces in hostile global finan-
cial markets, given the 2008 current account deficit of 9 percent of GDP, one of the
world’s worst. It is also highly likely that investment and economic activity will be
deterred by ongoing electricity shortages, given that it will take a generation for suf-
ficient capacity to be added, and that the government confirmed its desire in early
2008 to continue offering a few large smelters and mines the cheapest electricity in
the world, instead of redistributing to low-income people.

The electricity generation shortfalls of January-March 2008, which led to con-
sistent surprise “load shedding”—entire metropolitan areas taken off the electricity
grid—were due partly to a lack of new capacity built by national power generator

1 The authors—based at the University of KwaZulu-Natal Centre for Civil Society (http://www.
ukzn.ac.za/ccs)—presented this paper to the Gyeongsang University Institute for Social Studies (support-
ed by the Korea Research Foundation’s grant KRF-2007-411-J04602). Thanks are also due to numerous
collaborators in other institutions and justice movements.

2 Russell, A. (2007), “Post-apartheid phase two: Zuma’s leadership of the ANC needs to prove
skeptics wrong,” Financial Times 19 December; MacNamara, W., A. Russell and W. Wallis (2007), “Post-
apartheid phase two,” Financial Times, 20 December.

3 Joffe, H. (2008), “Growth has helped richest and poorest,” Business Day, 5 March.

4 http://www.info.gov.za/speeches/2007/07062911151001.htm

5  Ngakula, C. (2007), “Reply to Question 1834, National Assembly, 36/1/4/1/200700232,” Cape
Town, 22 November.
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Eskom since the early 1990s (when excess capacity had risen to more than 30 per-
cent), the running down of coal supplies, and rain damage to incoming coal. But the
main reason was the increased electricity consumption of metals smelters due to the
2002-08 speculative uptick in commodity prices. Indeed, even earlier, the economy’s
five-fold increase in CO, emissions since 1950, and 20 percent increase during the
1990s, can largely be blamed upon supply of the world’s cheapest electricity by Es-
kom to mining houses and metals smelters.

Emitting twenty times the carbon tonnage per unit of economic output per per-
son than even the United States, the SA energy sector’s reliance upon fossil fuels is
scandalous. Not only are vast carbon-based profits fleeing to the mining houses’ off-
shore financial headquarters but, despite consuming huge amounts of electricity, the
smelters create very few jobs. Instead of cutting back on these sorts of projects, and
turning the subsidies to renewables, the government decided to augment coal-fired
generation with dangerous, outmoded Pebble Bed technology (rejected by German
nuclear producers some years ago). Renewable sources like wind, solar, wave, tidal,
and biomass are the suggested way forward for this century’s energy system, but still
get only a tiny pittance of government support.

Behind this gluttonous and reckless consumption of electricity in South Africa
is a long history of cheap energy for big capital that was made possible by the avail-
ability of large amounts of poor quality coal and an incestuous relationship between
the coal mines and Eskom, the government-owned electricity company. A history of
state intervention in securing the energy needs of the mines, agriculture, and indus-
try established the principle of keeping electricity as cheap as possible for the benefit
of big capital.® The ANC government has not changed this arrangement. But grass-
roots organizations have challenged these policies through policy advocacy, public
conscientisation, international alliance-building, and the court system.

POWER TO THE PEOPLE

The ordinary Sowetan working-class electricity consumer is a good case study, be-
cause of extraordinary political mobilizations that have occurred in the Johannesburg
“South Western Townships” (Soweto), including the student uprising of 1976. In the
same spirit, using the same rhetoric and songs, a new movement against extreme
electricity price increases arose in 2000, the Soweto Electricity Crisis Committee.
Sowetans experienced high price increases due to a huge reduction in central-local
state subsidies. As a result, an estimated 10 million people were victims of electricity
disconnections. According to the government, 60 percent of the disconnections were
not resolved within six weeks. This confirmed that the blame lay with genuine poverty,
not the oft-alleged “culture of non-payment” as a hangover of anti-apartheid activism.
Likewise, of 13 million given access to a fixed telephone line for the first time, 10
million were disconnected due to unaffordability. The bulk of suffering caused by the
rescinding of vital state services was felt most by women, the elderly, and children.

6  Fine, B. and Z.Rustomjee (1996), The Political Economy of South Africa: From Minerals-Energy
Complex to Industrialisation, London, Christopher Hirst and Johannesburg, Wits Press.
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Ultimately these problems are the outcome of neoliberal capitalism. The state’s
post-apartheid urban policies tended to amplify rather than counteract the under-
lying dynamics of accumulation and class division, despite electricity having been
central in the anti-apartheid struggle. The first acts of sabotage by a then recently-
banned ANC in the early 1960s were to bomb electricity pylons. The choice of target
was symbolic given the economic importance of electricity and the fact that black
working class areas were deliberately not electrified by the apartheid regime at the
time. In the 1980s, when townships like Soweto were granted electricity, the residents
launched a municipal services payment boycott that included electricity as part of
their struggle against apartheid. This campaign was later adopted by the ANC, and
its aim was to underline the illegitimacy of apartheid (local) government authorities
and to make South Africa “ungovernable”

The slogan “electricity for all!” resonated with and moved the masses during
apartheid days, in part because black households were denied electricity until the
early 1980s as a matter of public policy (World Bank loans to Eskom during the
1950s-60s accepted this as a matter of course, though surplus value raised from
black SA workers repaid those very loans). Hence one of the most popular African
National Congress military tactics was the limpet mining of electricity pylons.

But the late apartheid regime and the capitalist class established their own agenda
and kick-started the process of electricity commodification in a 1986 white paper on
Energy Policy which called for the “highest measure of freedom for the operation of
market forces,” the involvement of the private sector; a shift to a market-oriented sys-
tem with a minimum of state control and involvement; and deregulation of pricing,
marketing, and production. After apartheid was replaced in 1994, similar language
was found in the Urban Development Strategy (1995), the Municipal Infrastructure
Investment Framework (1997 and 2001), and the Energy white paper (1998). The
latter called for “cost-reflective” electricity tariffs so as to limit any potential subsidy
from industry to consumers.

Asked why cross-subsidization of electricity prices to benefit the poor was not
being considered, the state’s leading infrastructure-services official explained, “If
we increase the price of electricity to users like Alusaf [a major aluminum exporter
owned by BHP Billiton], their products will become uncompetitive and that will
affect our balance of payments.”” (Alusaf pays approximately one tenth the price that
retail consumers do, without factoring in the ecological price of cheap power at the
site of production and in the coal-gathering and burning process.)

Rising electricity prices across South African townships had a negative impact
during the late 1990s, evident in declining use of electricity despite an increase in the
number of connections.® Most poor South Africans still rely for a large part of their
lighting, cooking, and heating energy needs upon paraffin (with its burn-related health
risks), coal (with high levels of domestic household and township-wide air pollution),

7 Mail and Guardian, 22 November 1996.
8  Statistics South Africa (2001), South Africa in Transition: Selected Findings from the October
Household Survey of 1999 and Changes that have Occurred between 1995 and 1999, Pretoria, pp.78-90.
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and wood (with dire consequences for deforestation). The use of dirty sources of en-
ergy has negative consequences, especially for women’s health, leading to respiratory
diseases and eye problems. Women are traditionally responsible for managing the
home. They are more affected by the high cost of electricity, and spend greater time
and resources searching for alternative energy. Ecologically-sensitive energy sources,
such as solar, wind, and tidal, have barely begun to be explored, notwithstanding the
enormous damage done by SA’s addiction to fossil-fuel consumption.

The 1994 Reconstruction and Development Programme (RDP) mandated
higher subsidies, but far stronger continuities from apartheid to post-apartheid
emerged thanks to neoliberal pricing principles and the consequent policy of mass
disconnections, preventing the widespread redistribution required to make Eskom’s
mass electrification feasible. As protests began in earnest from 1997, and the African
National Congress witnessed rising apathy before the 2000 municipal elections, the
ruling party introduced a “Free Basic Services” monthly package of 50 kWh of elec-
tricity per household, but it proved far too little.

Eskom continued to be a target of criticism, especially from environmentalists
who complain that coal-burning plants lack sufficient sulfur-scrubbing equipment
and that alternative renewable energy investments have been negligible. Moreover,
labor opposition mounted. Having fired more than 40,000 of its 85,000 employees
during the early 1990s, thanks to mechanization and overcapacity, the utility tried
to outsource and corporatize several key operations, resulting in periodic national
anti-privatization strikes by the trade union federation.

But it was in Soweto that the resistance became world famous and internationally
networked. In 2001, domestic consumers paid an average price to Eskom of US 3¢ per
kWh, while the manufacturing and mining sectors paid only half that amount. Two
years earlier, in 1999, Soweto residents had experienced three increases—amounting
to 47 percent—in a short period, as Eskom brought tariffs in line with other areas.’ This
reflected the move towards “cost reflectivity” and away from regulated price increases,
in order to reduce and eventually eliminate subsidies, so as to achieve “market-related
returns sufficient to attract new investors into the industry;” said Eskom.'

When prices became unaffordable and payment arrears began to mount, Eskom’s
first strategy was disconnection and repression. Eskom decided in 2001 to discon-
nect households whose arrears were more than $800, with payment more than 120
days overdue. An anticipated 131,000 households in Soweto were to be cut off due
to non-payment, according to Eskom—even though the company had only 126,000
recorded consumers in the township." Johannesburg Metro authorities decided, in
an act of solidarity, to cut off water, and began evictions, selling off residents’ houses
in order to recoup the debts owed, in an attempt to pressure people to pay Eskom
arrears.'? A survey of Soweto residents found that 61 percent of households had ex-
perienced electricity disconnections, of whom 45 percent had been cut off for more

9 Star, 15 July 1999.

10 Eskom (2001), Annual Report 2001, Megawatt Park, Johannesburg.

11 Eskom (2001), “Eskom Targets Defaulters,” Press statement, Megawatt Park, 27 February.
12 Saturday Star, 10 March 2001; Star, 17 May 2001.




COMMUNITY RESISTANCE TO ENERGY PRIVATIZATION IN SOUTH AFRICA 201

than one month. A random, stratified national survey conducted by the Municipal
Services Project and Human Sciences Research Council found that 10 million people
across South Africa had experienced electricity cutofts.”

The impact of disconnections can be fatal. One indication of the health implica-
tions of electricity denial and of supply cuts was the upsurge in TB rates, as respira-
tory illnesses are carried by particulates associated with smoke from wood, coal,
and paraffin. Because of climate and congestion, respiratory diseases are particularly
common in Soweto. In a 1998 survey, two in five Sowetans reportedly suffered from
respiratory problems."

Survey respondents reported many fires in the neighborhood, often caused by
paraffin stoves, many of which were harmful to children. Eskom’s disconnection
procedures often resulted in electricity cables lying loose in the streets.”” Residents
were unhappy not only about the high reconnection fees charged, but the fact that
Eskom used outsourced companies that earn $10 per household disconnection. No
notification was given that supply would be cut off, and residents were not given
time to rectify payments problems. Eskom can disconnect entire blocks at a time by
removing circuit breakers, penalizing those who do pay their bills along with those
who don’t. All these grievances provided the raw material from which the Soweto
Electricity Crisis Committee (SECC) and its Operation Khanyisa emerged.

SOCIAL RESISTANCE TO COMMODIFIED ELECTRICITY

The SECC was formed in June 2000, through a series of workshops on the energy
crisis, followed by mass meetings in the township. Operation Khanyisa (“light up”)
allowed for mass reconnections by trained informal electricians. Within six months,
over 3,000 households had been put back on the grid. The SECC turned what was a
criminal deed from the point of view of Eskom into an act of defiance, and also went
to city councilors’ houses to cut off their electricity, to give them a taste of their own
medicine, and to the mayor’s office in Soweto. SECC were soon targeted for arrest,
but 500 Sowetans marched to Moroka Police Station to present themselves for mass
arrest; the police were overwhelmed. By October 2001 Eskom retreated, announc-
ing a moratorium on cut-offs, and the SECC announced “a temporary victory over
Eskom, but our other demands remain outstanding.”

. commitment to halting and reversing privatization and
commercialization;
. the scrapping of arrears;

13 McDonald, D. (2002), “The Bell Tolls for Thee: Cost Recovery, Cutoffs and the Affordability
of Municipal Services in South Africa,” Municipal Services Project Special Report, http://gsilver.queensu.
ca/~mspadmin/pages/Project_Publications/Reports/bell.htm.

14 Morris, A.; B. Bozzoli; J. Cock; O. Crankshaw; L. Gilbert; L. Lehutso-Phooko; D. Posel; Z.
Tshandu; and E. van Huysteen (1999), “Change and Continuity: A Survey of Soweto in the late 1990s,”
Department of Sociology, University of the Witwatersrand, pp. 34-35, 41.

15 In a shack settlement outside Cato Manor in Durban, this problem caused the death of eleven
children in 2001 (Mail & Guardian, 16-22 March 2001).
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. the implementation of free electricity promised to us in municipal
elections a year ago;

. ending the skewed rates that do not sufficiently subsidize low-income
black people;

. additional special provisions for vulnerable groups—disabled people,
pensioners, people who are HIV-positive; and

. expansion of electrification to all, especially impoverished people in
urban slums and rural villages, the vast majority of whom do not have the
power that we in Soweto celebrate (SECC 2001).

The Washington Post took up the story in a front-page article in November
2001:

SOWETO, South Africa—When she could no longer bear the darkness or the cold that
settles into her arthritic knees or the thought of sacrificing another piece of furniture
for firewood, Agnes Mohapi cursed the powers that had cut off her electricity. Then
she summoned a neighborhood service to illegally reconnect it.

Soon, bootleg technicians from the Soweto Electricity Crisis Committee (SECC)
arrived in pairs at the intersection of Maseka and Moema streets. Asking for nothing
in return, they used pliers, a penknife and a snip here and a splice there to return light
to the dusty, treeless corner.

““We shouldn’t have to resort to this,” Mohapi, 58, said as she stood cross-armed
and remorseless in front of her home as the repairmen hot-wired her electricity.
Nothing, she said, could compare to life under apartheid, the system of racial
separation that herded blacks into poor townships such as Soweto. But for all its
wretchedness, apartheid never did this: It did not lay her off from her job, jack up her
utility bill, then disconnect her service when she inevitably could not pay.

“Privatization did that,” she said, her cadence quickening in disgust. “And all of
this globalization garbage our new black government has forced upon us has done
nothing but make things worse ... But we will unite and we will fight this government
with the same fury that we fought the whites in their day”” '¢

A few weeks later, ANC Public Enterprises Minister Jeff Radebe visited Soweto
to offer a partial amnesty on arrears, which the SECC declined as inadequate. The
focus then moved to fighting prepayment meters. From the SECC and similar cam-
paigns emerged an umbrella group, the Anti-Privatization Forum.

How serious a threat was the SECC at this stage? The ruling party’s main intel-
lectual journal, Umrabulo, carried a 2003 article by Tankiso Fafuli (later to become
ANC councilor for Pimville), that gives a flavor of the challenge:

On the 24th September 2001 the Soweto Electricity Crisis Committee [SECC]
convened a rally at Tswelopele hall in Pimville zone 7. A wave of agitation permeated
through the gathering, which influenced the attendants to march to councillor George
Ndlovu’s house in ward 22. Councillor Ndlovu with his family was held at ransom and
the electricity box of his house was ransacked.... The incident prompted the branches

16  Jeter, J. (2001), “For South Africa’s poor, a new power struggle,” Washington Post, 6 November.
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of the ANC in both wards to convene a special joint forum in the evening wherein
a vigorous debate ensued on the political challenges posed by SECC ... [which] has
successfully earned the respect from the community and thus the ANC could no
longer tread willy-nilly in every territory....

In the initial stages of community mobilization, the key message from these
forces was that the ANC in power has not only abandoned its historical constituency
(i.e. the working class and poor), but has begun to unleash terror against it. This
terror—they argue—is in the form of electricity and water cuts conducted against
the weak and poor. Electricity cuts that intensified during the winter of 2002 were
presented as naked savagery unleashed by a liberation movement against its people
who are largely destitute ... these struggles have resulted into an open confrontation
like the shooting between employees of Eskom and residents of Dlamini in Soweto
in the year 2001. Such readiness and agitation for extreme action is encapsulated in
Duduzile Mphenyeke’s (SECC secretary) statement when proclaiming that “In every
struggle there are casualties” In explaining Operation Khanyisa the SECC has stated
in some of its public forums that people must chase away Eskom “agents” tasked to
cut electricity cables with whatever means necessary and that “councillors must be
made to taste their own medicines”...

The Pimville rally mandated the SECC to expand its scope of demands beyond
electricity cuts and to begin to include a demand for houses, a stop to eviction/
relocation, and access to free basic water among other issues. This is essentially a call
to develop a broad united front that goes beyond SECC and the electricity issue....
[The Anti-Privatization] Forum also creates the imperative link between the shop
floor struggles against right-sizing (retrenchments), casualization of labour, and
the struggles waged against water and electricity cuts in the townships. As a result,
the APF synchronizes the struggles waged by SECC, Dobsonville Civic Association
(DCA) against electricity and water cuts in Soweto with those fought by among
others SAMWU [South African Municipal Workers’ Union] on the shop-floor
against retrenchments, as a result of privatization ... trade unionists have played key
roles in some of the APF campaigns and marches. It is this ability to link these cuts
of services and electricity to privatization that creates a strong and broader appeal—
not only to ordinary residents but trade unionists, intellectuals, and development
activists—and the capacity to make inroads within the frontiers of the Tripartite
Alliance."”

This is an extraordinary admission of the SECC’s community popularity as
well as the sophisticated way the new movement expanded its organizing reach and
agenda. Subsequent years were spent in issue linkage. The APF and SECC adopted
socialism as their “official” vision. The World Summit on Sustainable Development
(WSSD) in August 2002 also helped raise the SECC’s profile. A memorable Mail &
Guardian front page on 16 August framed elderly SECC stalwart Florence Nkwashu
in front of riot police with the headline “W¢’ll take Sandton!” Two weeks later, the
SECC was central to the memorable 30,0000-strong march from Alexandra to Sand-
ton, the largest post-1994 protest in South Africa aside from trade union mobiliza-
tions. The “Big March” was roughly ten times larger than one aimed at supporting
the WSSD (by the ANC, trade unions and churches) held along the same route later
that day.

17  Fafuli, T. (2003), “Beyond dreadlocks and demagogy,” Umrabulo, 18 June.
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To the outside observer, that 2002 demonstration was the peak for many of the
“New Social Movements” that emerged since the late 1990s. For the SECC, there
were several years ahead in which attention shifted to water rights, culminating in
the victories against prepayment meters and inadequate free supplies in 2008. In its
journey it has faced many challenges including organizational crises due to internal
political differences. It has set itself new challenges including running candidates in
the 2006 local government elections where it won one seat in the Johannesburg City
Council, which it uses to amplify its campaigns to a broader audience. Recently it
helped form an electoral front of community and left organizations to run candidates
in the national elections on a red-green platform, but lacked the finances required to
formally register.'

CLIMATE PRIVATIZATION

Meanwhile, the SA governments own stumbling attempts to address electricity
shortages and the worsening climate crisis provided further opportunities for com-
munities to link energy access and CO, emissions campaigning. The government ap-
peared co-opted by the Minerals Energy Complex—the phrase that captures the fu-
sion of state, mining houses, and heavy industry—especially in beneficiating metallic
and mineral products through smelting. As Ben Fine and Zav Rustomjee showed,
throughout the twentieth century, mining, petro-chemicals, metals, and related ac-
tivities that have historically accounted for around a quarter of the GDP typically
consumed 40 percent of all electricity, at the world’s cheapest rates. David McDonald
updates and regionalizes the concept a decade later in his edited book, Electric Capi-
talism, finding an “MEC-plus™ “South Africa’s appetite for electricity has created
something of a ‘scramble’ for the continent’s electricity resources, with the transmis-
sion lines of today comparable to the colonial railway lines of the late 1800s and early
1900s, physically and symbolically.”"

Eskom fostered a debilitating dependence on the (declining) mining industry,
causing a “Dutch disease,” in memory of the damage done to Holland’s economic
balance by its cheap North Sea oil, which, in South Africa’s case, is cheap but very
dirty coal. As one study found, South Africa is “the most vulnerable fossil fuel ex-
porting country in the world” if the Kyoto Protocol is fully extended (because of the
need to make deep cuts).?

Eskom is amongst the worst emitters of CO, in the world when corrected for in-
come and population size, putting South Africa’s emissions far higher than even the
energy sector of the United States—by a factor of twenty.?! To deal with this legacy,
the government adopted a Long-Term Mitigation Scenario in mid-2008, to great fan-

18  The Socialist Green Coalition’s platform is available at http://www.sgc.org.za/

19  McDonald, D. (Ed) (2008), Electric Capitalism, Cape Town, Human Sciences Research Council
Press.

20  Spalding-Fecher, A. (2000), “The Sustainable Energy Watch Indicators 2001,” Energy for De-
velopment Research Centre, University of Cape Town, Cape Town.

21 International Energy Agency (2000)a, “CO, Emissions from Fuel Combustion, 1971-1998,
Paris; International Energy Agency (2000b), “Key World Energy Statistics from the IEA,” Paris.
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fare, calling for cuts in CO,, but beginning in 2050. Meanwhile, the rollout of at least
a $100 billion worth of new coal-fired plants ensued. Moreover, the 2004 National
Climate Change Response Strategy endorsed carbon trading, specifically the Kyoto
Protocol’s Clean Development Mechanism (CDM), declaring “up-front that CDM
primarily presents a range of commercial opportunities, both big and small” The
carbon trading gimmick allows Northern firms to buy World Bank Prototype Car-
bon Fund investment allowances in CDM projects so they can continue emitting at
species-threatening rates, instead of cutting emissions.

The October 2004 “Durban Declaration on Carbon Trading” rejected the claim
that this strategy will halt the climate crisis, insisting that the crisis is caused by the
mining of fossil fuels and the release of their carbon to the oceans, air, soil, and living
things, and must be stopped at source. By August 2005, inspiring citizen activism in
Durban’s Clare Estate community forced the municipality to withdraw an application
to the World Bank for carbon trading finance to include methane extraction from
the vast Bisasar Road landfill, which community activists insisted should instead be
closed. The leading advocate, long-time resident Sajida Khan, died two years later,
but her struggle to halt the “privatization of the air,” as carbon trading is known, lives
on. The only way forward on genuine climate change mitigation is to leave fossil fuels
in the earth.

Hence “Keep the oil in the soil” and “Leave the coal in the hole” are regular
slogans of African energy activists ranging from the South Durban critics of deadly
petrol refining in residential communities to the Niger Delta critics of deadly petrol
extraction from residential communities. The hard work of winning more civil soci-
ety organizations to this position, especially organized labor, continues. A Nigerian
journalist explains:

Human rights activists from across the African continent that converged in Durban,
South Africa recently for a conference which was convened by Oilwatch Africa
and GroundWork South Africa have warned that Africa is facing another round of
colonisation that threatens livelihoods and ecology. The thrust of the conference was
the renewed focus on Africa as one of the fastest growing sources of oil and gas for
the global markets amidst tightening oil supplies, spike in oil prices, low sulphur
content of the oil found in Africa and an equally growing appetite for fuel by emerging
global economic powers like China, India and Korea.... Nnimmo Bassey, executive
director Environmental Rights Action and Friends of the Earth Nigeria included
in his presentation entitled “The Future of Crude Oil is Already History” a profile
of the environmental degradation in the Niger Delta in the last 50 years, stressing
that fallouts of oil exploration include socio-economic displacement of the locals,
pollution-induced sicknesses and violent conflicts in the region.... Ivonne Yanez, co-
ordinator of Oilwatch South America, explained that an initiative on keeping the oil
underground, was taking placing in Yasuni Forest Reserve ... in Ecuador. Calling
on Oilwatch Africa member countries to emulate the Yasuni struggle since the
human and environmental costs of fossil fuel extraction far outweighs any gain that

22 The Durban Declaration on Carbon Trading was adopted by civil society organizations that
met in Durban in October 2004, with the specific aim of halting the carbon trade as a “false solution” to
the climate crisis.
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accrues from it. Activists from countries such as Ghana, Eritrea, Ethiopia, Mauritius,
among others also took time to share their ugly experiences. All were unanimous
that oil extraction activities as shown in the cases of the Niger Delta or Angola,
South America and several other places have been a curse rather than blessing to the
indigenous people under whose soil oil is being tapped.”

In addition to campaigning against fossil fuel extraction, South African environ-
mental activists insist on higher renewable energy subsidies to kick start the solar,
tidal, and other methods of harnessing the country’s vast potential resources. How-
ever, less than 10 percent of state R&D spending on energy went to renewables since
1994 (compared to 90 percent for nuclear).

CONCLUSION

Reviewing this complex terrain of energy and social activism leaves us with several
conclusions about the prospects for decommodifying electricity for poor people and
shifting the generation to renewable production in a red-green synthesis:
. South Africa became more unequal during the late 1990s, as a million
jobs were lost due largely to the stagnant economy, the flood of imports and
capital/energy-intensive investment that displaced workers (especially in the
strike-rich manufacturing sector)—and these trends had enormously nega-
tive implications for the ability of low-income citizens to afford electricity;

. billions of Rands in state subsidies are spent on capital-intensive
energy-guzzling smelters, where profit and dividend outflows continue to
adversely affect the currency;

. the price of electricity charged to mining and smelter operations is
the lowest in the world;

. little is being spent on renewable energy research and development,
especially compared to a dubious nuclear program;

. greenhouse gas emissions per person, corrected for income, are
amongst the most damaging anywhere, and have grown worse since
liberation;

. electricity coverage is uneven, and, despite expansion of coverage,
millions of people have had their electricity supplies cut due to commer-
cialization and privatization.

All of these problems are being countered by critiques from civil society. How-
ever, most challenging is the paucity of constructive collective work carried out be-
tween the three major activist networks that have challenged government policy and
corporate practices: environmentalists, community groups, and trade unions. This
is partly due to serious political setbacks suffered by progressive forces, including

23 Chimeziri, U. (2008), “Activists demand end to oil exploration in Africa,” Financial Standard
News, 5 October.
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internecine divisions and material differences in class interests.

Overcoming these will require a highly-enhanced politics that must be able to
reconcile differences of interest between the various sectors of civil society. What
unites is the certainty that if the capitalist destruction of the environment is allowed
to continue all are sunk. There is a need to challenge the power of capital because,
while the rule of profit dominates the world, all solutions tend to fall flat. Human-
ity needs to stop digging out the coal and re-employ coal miners in socially-useful
activities. The truth is that this will be next to impossible to implement unless power
shifts to the hands of ordinary people and away from the monied elite.

In South Africa, the ANC’s pro-capitalist policy means that wasteful white ele-
phant projects continue: the Coega industrial complex; the expansion of the Lesotho
Highlands Water Project mega-dams; huge new soccer stadiums for the 2010 World
Soccer Cup; the corruption-ridden R43 billion arms deal; and the R20 billion+ Gau-
train elite fast rail network. To these we can add the multi-billion rand nuclear and
coal power stations that Eskom plans to build.

In contrast, activists will have to intensify their work, to get any of the spending
the society requires redirected into providing a sufficient minimum free basic supply
of electricity, into rolling out the power grid to unserved rural areas as well as to
Southern African societies who have long contributed cheap labor to South African
mines, and to cutting back CO, emissions via major state investments in renew-
ables. But if the apparent impossibility of acquiring AIDS medicines from 2000-03
or reversing water privatization in 2006-08 are useful examples, these are the kinds
of challenges that compel South African activists to rise up and shout, “Amandla!”
(Power!)—“Awethu!” (To the People!)



Chapter 16 || Part 4
RECUPERATING THE GAS:

Bolivia in its Labyrinth’

Marc Gavalda

n the last decade, conflicts ignited by Bolivia’s takeover of its hydrocarbon resourc-
Ies has turned the country into an example for countries willing to defy global
capitalist power. In a see-saw-like motion, the Bolivian state handed over all its com-
panies and resources to global corporations, only to fight to recuperate them just
a few years later. From the depths of the neoliberal abyss, a profound rejection has
emerged, expressed in a popular yearning to recover that which had been lost. The
radical nature of the massive protests demanding that those in power should retake
control over the resources meant that several governments had to be toppled before
this goal could be achieved. Yet, despite having come a long way, the popular move-
ments still have a long fight ahead of them.

PETROL AND GAS—THE STORY OF BOLIVIA'S ILLUSORY WEALTH

Bolivia’s history as an extraction-based economy has meant that the country has al-
ways been enmeshed in conflict. Be it silver or tin, wood or rubber, disputes over
ownership and use of Bolivia’s resources have been a constant throughout the coun-
try’s history. Over the course of five centuries, the country’s natural resources have
been extracted for the enrichment of foreigners, leaving the majority of the popu-
lation with no other option than to perceive exportation as simply a source of il-
lusory wealth. And today the story revolves around hydrocarbons. Half of Boliv-
ia’s territory has hydrocarbon potential and concessions have been granted over
2,811,157 hectares. There are currently forty-four contracts in operation, spanning
six departments.

Furthermore, the petrol industry has an added ingredient. It is as polluting
as mining, but with an even wider territorial footprint. Owing to the fact that the
state has granted concessions to the petrol companies so that they can explore entire
blocks of territory, the petrol frontier is expanding. Exploration now spans millions
of hectares of forested areas, areas that, until now, had been subject to very little
intervention. However, the territorial invasion and the enormous environmental de-
struction is such that people are very unwilling to believe that they will ever even get
any of the illusory and derisory wealth resulting from petrol operations.

Proof exists that Bolivia’s indigenous peoples were aware of the advantages of us-
ing petrol centuries ago. The Chiriguanos, a subgroup of the Guarani people, called
it itami and used it for torches and flamed arrows. The priest Alvaro Alonso Barba,
from the parish of Tarabuco, made reference to Chiriguanos carrying bitumen in

1 This chapter was oringally written in Spanish, and was translated by Kolya Abramsky.
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jugs in his 1647 work, El Arte de los metales [The Art of Metals] (Royuela, 1996). The
ordinances of Aranjuez, dictated exclusively for the administration of the New World
Colonies, by Carlos III between 1780 and 1783, contain references to the Earth’s so-
called “bitumens and juices” (Mariaca, 1966).

Since then, and especially throughout the last century, the situation with regard
to ownership and use of the resource has changed. As such, the conflict surrounding
ownership and control of petrol and gas goes back as far as their exploitation.

THE HISTORY OF CONFLICTS OVER HYDROCARBONS

During the first period, which spanned close to a century, struggles emerged that
gave voice to the conflict over ownership and use of hydrocarbon resources, though
it was still premature for them to speak in terms of environmental conflicts. Howev-
er, the fact that communities were constantly being run roughshod over was enough
to prepare society for the desired reassertion of state control over natural resources.

As early as February 1867, before the world had woken up to the petrol age,
General Mariano Melgarejo awarded a ten year concession to the Germans Merkest
and Hansen (Mariaca, 1966). Over the course of the next century, the pendulum
swung away from the private control of these resources towards their nationaliza-
tion, in accordance with the political and military conjuncture of the period.

Between 1932 and 1936, Bolivia and Paraguay were pitted against one another
in the Chaco War. This war, which was cheered on by Standard Oil and Royal Dutch
Shell, the two business giants of the period, resulted in a painful loss of life and ter-
ritory. Consequently, by the time the war was over, a strong national sentiment over
ownership of hydrocarbon resources had developed. The condtions were ripe for
founding Bolivia’s state-owned petrol company, YPFB, in 1937. The new company
was founded on the seizure of the assets of the North American company, Standard,
which received $1.7 million in compensation.

The state company continued discovering and operating new sources, and by
1954, it had succeeded in meeting the country’s entire demand for petrol. The fol-
lowing year, however, President Victor Paz Estensoro opened the doors to foreign
investments, through the Davenport Code [C6digo Davenport], a piece of legisla-
tion that was drafted in the United States in order to benefit its private companies
(Orgaz, 2005). The new favourable conditions—such as the royalties falling to just 20
percent—attracted ten foreign companies, with the Gulf Oil Company being the one
that produced the most petrol reserves.

The gradual disinvestment in YPFB, combined with the wider policies of the
US-aligned dictator René Barrientos, favored Gulf Oil's dominance. This was the
company that had been given the responsibility for the nascent business of exporting
gas to Argentina. In 1968, reinvestment of its profits into new wells enabled Gulf Oil
to control 80 percent of Bolivia’s petrol and 90 percent of its gas (Royuela, 1996).

In September 1969, following the death of General Barrientos, the military
junta presided over by General Ovando Candia nullified the Davenport Code.
One month later, after declaring a “Day of National Dignity” [Dia de la Dignidad
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Nacional], Marcelo Quiroga Santa Cruz, minister of Hydrocarbons and Mines (who
later disappeared during the dictatorship of General Banzer), nationalized the Gulf
Oil Company’s assets (Quiroga, 1997). The North American pressure resulting from
the expulsion of Gulf Oil forced the state to become indebted to the tune of $78
million.

In 1972, under the dictatorship of Hugo Banzer, foreign companies once again
entered the country, this time under Shared Risk contracts based on a 50-50 share
of profits. In 1985, with the collapse of the price of tin, inflation, and massive un-
employment, YPFB was able to maintain its position as the main state company,
generating $3.57 billion in profits between 1985 and 1995.

THE CORRUPT 90S: SELLING OFF THE STATE FOR A SONG

In 1995, against the backdrop of the “New Political Economy” and IMF-imposed
Structural Adjustment Programmes, an annual tax of 65 percent on YPFB’s gross
earnings—including its profits—was decreed, and the company’s investment proj-
ects were liquidated. Thus began the dismantlement of the state, a process that cul-
minated in 1996 with the Capitalization Law (read as “privatization”). This was exp-
ressed in the Hydrocarbon Law 1689, a piece of legislation which granted conces-
sionaries the right to freely trade in hydrocarbons, both domestically and on the
world-market. Furthermore, the concessions also included granting property rights
over the hydrocarbons extracted at the well mouth, a crucial element since it contra-
vened Article 139 of the State’s Political Consitution, which stipulated that hydro-
carbons are national goods of the state, are inalienable, and may not be subjected to
external authority. Hydrocarbons were constitutionally defined as inviolable public
property.

The Capitalization Law paved the way for selling off the state petrol company
YPFB at a very low price. Before its privatization, YPFB had been in charge of the
entire production process, including both the upstream phases (exploration and
production) and downstream (refining, industrialization, transport, storage, and
export), but under the new legisalation, the process was divided up. Thus, the new
“capitalized” (semi-private) companies, Chaco (Amoco) and Andina (Repsol YPF),
took control of exploration and production, while Transredes (Enron and Shell)
took over pipeline transportation, and Petrobras took on the refining. The compa-
nies were faced with a genuine bargain. The petrol fields and the pipeline networks
were acquired solely on a promise to invest $834 million, while the refining complex
together with the trade networks were handed over for $122 million. Apparently, the
fact that the total value of the reserves was, at that moment, $13 billion was ignored.
Furthermore, the valuable geographical information, which YPFB had generated
throughout the course of its existence, was not taken into consideration when calcu-
lating the price, and was simply handed over for free to the petrol companies.

The “new legal framework” underlined the changes underway with regard to
control of hydrocarbons. It established some norms, including equal conditions for
foreign and national companies, with contracts guaranteed by the MIGA and ICSID
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(bodies in international investment law). Several decrees were enacted which pro-
hibited the publication of information concerning the privatization process as well
as about the operations of petrol companies in Bolivia (4th August 1997). Decree
26259 even went as far as proclaiming petrol companies’ right to have their voluntary
honorariums, per diems, transport, and their own consultancy teams, comprised of
public civil servants paid for by the Bolivian authorities (Cedib, 2006).

Arguments that demonstrate exactly how Bolivia benefits from the capitaliza-
tion and the Shared Risk Contracts established in partnership with the transnational
companies are hard to come by. Effectively, the new legislative framework established
one of the lowest taxation levels—just 18 percent—found anywhere in international
petroleum law. Worse still, it was decided that hydrocarbons “existing” before capital-
ization would be taxed at 50 percent while “new” ones would be taxed at 18 percent.
However, 65 percent of the fields that had already been discovered by YPFB were ac-
tually classified as “new” fields, including some of the most important reserves, like
San Alberto, which was discovered in 1992, and inexplicably categorized as “new” in
1998. Bolivia’s economic loss engendered by this reduction of state income in favour
of transnational companies is $3.15 billion, a figure not too dissimilar to Bolivia’s
external debt (more than $5 billion). Even the Bolivian Confederation of Private
Businesses went as far as declaring that privatization of the hydrocarbon sector has
been one of the major causes of Bolivia’s fiscal deficit (Mariaca, 2004).

Ironically, the exploitation of gas by the companies does not allow for energy
sovereignty. For example, only one city (Tarija) has a network with which to supply
houses with gas, and the large majority of Bolivia’s population is forced to use wood
or to pay world-market prices for Bolivian gas that has been processed in Brazil.

It also must be stressed that the new legisation did not establish any means
of control or supervision over field operations, leaving the companies to decide
whether or not to declare their committed investments and output levels. Sectoral
organizations, financed by the companies themselves, were given a supervisory role
in order for the companies to, effectively, regulate themselves. Thus, for example, in
the absence of any other verifing body, the companies have minimized their declared
losses or profits. This is in contrast to the situation prior to privatization when YPFB
used to obtain average annual profits of $220 million, while registering an average
profitability of 23 percent (Intermon-Oxfam, 2004).

With magnate Gonzalo Sanchez de Losada at its helm, the Bolivian state defend-
ed the capitalization process. Supposedly, the fact that the Administrators of Pension
Funds (AFPs) owned a 34 percent stake in the capitalization meant that every citizen
would benefit from it, acquiring a part of the shares in the new companies. However,
representatives of these administrators are appointed without any civic participa-
tion whatsoever, and instead are appointed in a process predominantly controlled
by the Spanish bank, BBVA. Furthermore, the state also promised the capitalized
companies would generate $134 million in profits per year—or $420 per citizen of
retirement age—though, in 1997, the profit was just $45 million.
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THE EMERGENCE OF A SOCIAL FORCE FOR REPOSSESSION

In the few years since the country’s resources were handed over for international fi-
nancial capital, the dazzling promises have lost their allure, and a sense of reality has
returned. The country was in a state of collapse and was being directed by corporate
sharks. It was beginning to suffer an unbearable hangover from the corrupt neolib-
eral partying that took place in the 90s.

Disilllusionment had set in. A number of reasons for this stand out, including the
construction of the mega-infrastructure necessary for exporting to the detriment of
domestic consumption, the weakness of a state that lacked income, and increasingly
visible environmental outrages. Above all, people began to see the transnational com-
panies as having usurped the country. Social discontent began to heat up, as debate
about the laws and the economic impacts of the capitalization became more wide-
spread and people began to understand what was going on. This was the driving force
behind the social mobilization that crystallized in the Gas War of October 2003.

Furthermore, it was during this period that socio-environmental and territo-
rial conflicts first became visible. This was due to the fact that populations were so
directly affected by the advance of the oil frontier towards the Amazon region, the
construction of gas pipelines and incidents of extreme pollution such as the fire at
the Madrejones well, and the spillage of petrol in the Desaguadero river.

It is widely agreed (Crespo and Fernandez, 2003; Crespo, 2006; Ceceila, 2004)
that the Water War in Cochabamba served as an example of transnational privatiza-
tion, and nurtured an awareness that mobilizing to take back stolen resources was
a possibility. The social organizations gained strength and assumed a leading role
in shaping the country’s history (Rivero, 2003; Linera, 2008). From that moment,
different episodes of intense social struggles achieved great successes thanks to the
massive popular support vested in these struggles. In the water wars in Cochabamba
and El Alto, the coca war, the confrontations of the Achacachi, and black February
(where protests against the Tarifazo scheme for taxation of salaries, designed by the
IME, resulted in dozens of deaths in February 2003), the social movements made the
state give way and they won gains in their respective mobilizations.

Because of this level of organization, the people were in a position to rise up with
great strength when they found out that Gonzalo Sdnchez de Losada was negotiating
the export of gas to the United States, without public knowledge, during his second
term in office. Once again, the country was swept with national aspirations to own
the resources, affecting the hearts of rural and urban populations alike. The abstract
hope for a rational use of gas generated the biggest movement in the country’s his-
tory. The popular desire to appropriate the gas resources was able to become such
a groundswell because of the existence of some widely disseminated publications
(CEDIB, 2003; Iriarte, 2003), fiery debates that took place in the city squares, and
also the connections that Bolivian social movements had recently made with global
resistance networks.

In February 2003, protests which sought to stop the Sanchez de Losada
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government from implementing a Tarifazo on the miserable salaries of workers re-
sulted in dozens of people being killed in the streets of La Paz. In the wake of this, in
mid-2003, leaders of the social and indigenous organizations came to know about the
plans to sell natural gas to the United States (via Chilean ports). Information about
the sale, together with the contents of the Supreme Decree 24.806, which awarded
contracting companies ownership of hydrocarbon extraction for the next forty years,
began to spread like wildfire. Similary, awareness of the destructive consequences
of YPFB’s capitalization and the new hydrocarbons law [Ley de Hidrocarburos] also
became widespread. Slowly but surely, this information led to a radicalization of a
confrontation between the government and broad social sectors.

The agreement to export gas was what lit the fuse for the Gas War. Behind the
backs of the Bolivian people, and under heavy pressure from the US ambassador,
a deal was struck to sell gas to Brazil at half of what it would otherwise have been
worth. The project involved the consortium Pacific LNG, which is comprised of Rep-
sol YPF, British Gas, BP, Total, and the US company Sempra. It sought to export 22
million cubic metres every day to the United States, using a gasline to Chile where
it would be liquified for transport, by sea, to Mexico and California. According to
one estimate, despite projections of corporate profits of almost $1.9 billion annually,
Bolivia will only receive $190 million (Gémez, 2004).

In September, fueled by a series of social and worker demands, social upheaval
spread to Altiplano and several other cities in Bolivia, and in the face of the block-
ades that spread through much of the country, the government responded heavy-
handedly. On the 20th September, in an attempt to clear a road where some tour-
ists were trapped, a military contingent did not hesitate to open fire on the Aymara
population of Warisata, killing five and wounding twenty-nine. The government’s
repression only made the protests grow in size and strength. A general strike was
declared in the city of El Alto and hundreds of miners began to march on the govern-
ment buildings. Within a few days, the country’s major roads had been blocked, and
La Paz was besieged and surrounded. Soon after, people found themselves unable to
satisfy their basic needs, as crucial supplies to the city were cut oft. However, the gov-
ernment, in its stubborn insistence on defending a contract that only benefitted the
transnationals, did not think twice about escalating the scale of military repression
in order to regain control of the streets. Without a doubt, this bloody conflict culmi-
nated when the military escorted some fuel trucks that were trapped in El Alto. The
rich neighborhoods of La Paz were already starting to feel the scarcity of gasoline,
and the president, whose own security was at stake, ordered the route to be opened,
despite the fact that the road was littered with corpses.

The events of the Gas War have been interpreted in a few different ways. Edgar
Ramos gives an extensive chronicle of each day of the conflict, analyzing in depth how
the socio-cultural practices from El Alto motivated the mobilization. He charts the
development of seven parallel battlegrounds: military, police, mediatic, psychological,
politico-trade union, economic-financial, and medical (Ramos, 2004). Juan Perelman
interprets the Gas War as a revolutionary insurrection, which, being a movement
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without leaders, was spurred forward and led 