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It sounded incomprehensible at the time, but the numbers didn’t lie. In 1980 Exxon reported sales of $79.1 billion. That’s $9 million an hour. For the year, Exxon cleared $4.3 billion for a healthy profit of  $136 a second. Yet today, those numbers sound paltry compared to the first three months of 2001, for example, when ExxonMobil reported record profits of $5 billion. Chevron cleared $1.6 billion and Texaco $833 million (Mokhiber, 1988).

In some ways, it’s hard to fathom how one segment of the economy could come to dominate all others so decisively. A review of some of the federal policies that set the oil rush in motion, and later protected it from extinction, however, and it’s not hard to see how oil became king. It’s also not hard to see, based on this history and more recent actions taken by the federal government, how another singular source will eventually replace oil as the dominant energy source for cars and to a lesser extend, home energy needs.

It is my contention that although multiple energy sources will be used in the future, just as they are today despite making up only a fraction of the overall energy pie, one will emerge as the leader and eventually squeeze out most others just like oil. I base this prediction on America’s penchant for “locking in” on one product (VHS over the technologically superior Betamax) or company (Wal-Mart), exemplified in a theory known as path dependence lock-in, which will be discussed later in the paper.

The Ascension of Oil

Franklin Delano Roosevelt revealed his frustration with the increasing power of the oil industry in the 1940s when he said, “the trouble with this country is that you can’t win an election without the oil block and you can’t govern with it.” Ironically, when Roosevelt made this statement, executives from Standard Oil, General Motors and Mack Truck were ensuring the future of motorized vehicles and the oil companies that would fuel them by conspiring to destroy the nation’s electric rail systems. Underhanded actions like these that went essentially unpunished (GM was fined $5,000 with executives sentenced to no jail time and $1 fines) (Mokhiber, 1988), allowed GM, the world’s largest automaker, to bankroll future ventures like the one it announced in June of 2004 to spend more than $3 billion in China over the next three years to challenge Volkswagon for supremacy in the world’s fastest growing auto market. In cases like these, governmental policy is never mentioned because it’s assumed that the judicial branch of the government acts independently and is uninfluenced by the legislative and executive branches. I would argue otherwise.

By 1949, GM had been involved in the replacement of more than 100 electric systems with GM buses in more than 45 cities including New York, Philadelphia, Baltimore, St. Louis, Oakland, Salt Lake City, and Los Angeles where 15 years earlier, 3000 noiseless, pollution-free electric trains transported 80 million people every year (Mokhiber, 1988). Make no mistake – these meager fines assessed for a crime that radically altered the future of American transportation and contributed to the emission of incalculable amounts of green house gases, resulting in death in some cases, was undoubtedly government policy in action.

But such actions should come as no surprise given the history of government’s relationship with the oil industry. The role of the federal government in the oil market has changed over the years from a more passive role during Roosevelt’s reign when the feds basically oversaw the Interstate Oil Compact Commission under the authority of the Interstate Hot Oil Act of 1935 (Stagliano, 2001), to the current administration’s penchant for pro-oil policy evidenced by its $31 billion Republican energy bill that includes some choice carrots for the oil industry and a provision that would provide protection from lawsuits for firms that make and distribute MTBE, a gasoline additive that has been found to contaminate groundwater. Some opponents of the Bush administration say the president makes no apologies for presenting such outwardly pro-oil policies and in some cases almost mocks the renewables crowd. A recent photo of Bush sitting in an emissions-free electric car at the G8 Summit in Sea Island, Georgia, is a case in point, and at the very least, a bit hard for anyone concerned with global warming to digest.

The Same Old Song and Dance?
Yet, as much as federal policy has changed over the years, in many ways, it has remained the same. The rehashing of the same policies over the past 60 years with little progress is blatantly evident in Vito Stagliano’s  book, “A Policy of Discontent,” a detailed history of America’s national energy policy. Even presidencies that held much promise in the area of emissions reduction, including Bill Clinton and his supposedly environmental-friendly running make Al Gore,  had little to no impact on the reduction of carbon monoxide. 

The key question facing Americans as they head to the polls this fall is whether or not the policies of future administrations will be any different.

The results of a second Bush term are obvious,  and although a John Kerry presidency would likely be more pro-environment, it’s hard to imagine him making good on his promise to have America independent of Middle East oil in 10 years by creating alternative fuels like ethanol and by making cars more efficient. Why should we expect him to be the first president to take such action? It’s equally as difficult to believe he will come through with his vow to have the U.S. producing 20 percent of its energy from renewable fuels by 2020. Kerry’s plan to invest in the development of renewable energy to reduce U.S. dependence on oil by more than 2 million barrels a day – about the same amount currently imported from the Persian Gulf – is another promise that will need to be seen to be believed. “When sixty-five percent of the world’s oil reserves lie beneath the Persian Gulf states and only 3 percent lie beneath America, we cannot drill our way to independence,” Kerry says (http://www.johnkerry.com/). Not exactly a revelation, but nonetheless optimistic, assuming it’s not just rhetoric.

‘Locking in’ to the Next Energy Source
Regardless of the actions of the next few administrations, new sources of energy such as solar, electric, and wind are going to continue to develop. And with remaining oil reserves rapidly dwindling (recent estimates have oil peaking in 2010), the stage is being set for another energy source to take over as the new king of fuel. The questions is: how will this happen? What sequence of events will have to occur for, say,  electric or solar to become the new choice of energy to power vehicles and take over a major portion of America’s home energy needs.  If the past is any indication, a combination of slanted government policy spurred by powerful industry lobbyists and some questionable tactics by specific corporations, will determine which source of energy takes over the energy mantle. Many analysts believe that multiple energy sources will emerge, assuming we still have a planet after all the oil is used up. I agree that more than one energy source will develop, but in the end, there will be one renewable source ruling the automotive industry and another handling the bulk of the nation’s home energy needs.  This brings us back to the theory of path dependence lock in.

The claim for path dependence is that a minor or fleeting advantage or a seemingly inconsequential lead for some technology, product or standard can have important and irreversible influences on the ultimate market allocation of resources, even in a world characterized by voluntary decisions and individually maximizing behavior (http://www.utdallas.edu/~liebowit/paths.html). The GM case mentioned earlier in the paper is a prime example of an industry getting an advantage and capitalizing on it. A more commonly used example is the choice of consumers to make VHS dominant over Betamax, despite Beta arguably being a superior technology.

 It’s is impossible to predict how this application would apply to the future of the energy industry. The ‘edge’ that will be created is unknown, but will undoubtedly be created by the bedfellows of government and the private sector. Without going into detail about why certain technologies will rise to the top , I’m predicting that solar power will emerge as the major player in the home energy market and that a combination of electric and one energy source will rule transportation.

 Regardless of which power source creates the next generation of billionaires, America’s love affair with crowning winners, its tendency to ‘lock in’ to certain products,  and the consolidation of industries such as media and retail will ensure that eventually only a handful of sources control America’s energy needs.      
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