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Threats: Pipelines and Piracy: John Flynn: Introduction 

1. Threats to energy supplies have been around a long time. 11 September introduced a new dimension, a step shift in vulnerability. 

2. Pipelines have been ruptured for all sorts of reasons: 
economic warfare as in Colombia; 
in Nigeria for community fuel theft, illegal trade on a gigantic scale, or for blackmail against the oil majors or the local government. 

3. Piracy goes back thousands of years. We thought it had been brought under control until fairly recently. It is now common where sea lanes pass through straits next to fragile states. Large companies now try to mitigate the threat from piracy in such areas by concealing their true name or cargo in open communications from other than government authorities. 

4. The increase in the vulnerability of oil and, increasingly, gas supplies in the vicinity of latent or overt hostile groups has pushed companies to look towards Atlantic resources. Governments were slower to pick this up. In the US it was not until early 2002 that Congress took an interest in an area that until then, for many, had been off the political map, West Africa. The offshore oil assets in one part of the region had earlier received no more than hostile political attention from rightwing politicians fired by the shocking image, partly mythical, of a US oil company’s production facility guarded by Cuban troops from attack by a US-supported and US-funded guerrilla movement. Even after Angola gave up its attempt to impose Marxism it was still considered unattractive due to its long-running civil war, and after that ended, to its supposedly notorious corruption. 

5. That same area is now looked upon as one of the most valuable energy assets of the United States. Its value lies in its relative security from threat. The sea lanes between Angola or the Niger Delta to the markets of North America and Western Europe do not pass through or near vulnerable straits. The producer countries themselves are still near fragile in their statehood but their fragility is so basic that the risk of threat from hostile organised militant movements is remote. Any serious attack on shipment or production would bring down massive retaliation from the local government supported by Western governments. Even in the Niger Delta the highly organised gangs take care not to provoke too much. 

6. One aspect of West African oil development injected into the discussion in Washington in early 2002 with US politicians and their advisers was that there was little question of these new assets competing with assets in the Arabian Gulf. Just ask the oil companies how much it costs them to drill in the ultra deep blocks off the Angolan coast. West African resources should be seen as complementing the resources in the Gulf. Indeed, in the context of the struggle against international terrorism the advantage of new development in West Africa, and in other non-Gulf areas is that it reduces the attraction for terrorists to attack production in the Gulf. The less the Gulf region figures as the single major source of energy the less point there is in threatening it. 

7. On the other side of the Atlantic the oil fields of Latin America share the West African advantage of routes straight up and down or across between production and the consumers. Piracy does exist. There was one incident off Venezuela in the past year. Nevertheless, the main threat to supply in Latin America is local and man-made. Even where there is no war, in the style of Colombia, political tension is never far below the surface in almost all the producing countries as rival groups, well disguised as political parties, vie for control of the energy wealth. In Venezuela, the biggest producer with vast reserves, the country is split down the middle. But even during the long and damaging general strike at the turn of last year the leftist government ensured that although their own state company was on strike, there was no interference in the operations of foreign companies which continued to produce from the so-called marginal fields. Need for revenue always overcomes politics. (I was interested yesterday in the brief mention of the issue of oil as a blessing or a curse. At the start of the oil era in Venezuela a common phrase was “sow, ie plant, the oil” to build up other sectors of the economy. This injunction was followed to some extent under the brief period of military rule but under civilian administration since then most of the revenue was wasted or used to buy real estate in Florida.)  

8. In the last resort, assurance of supply depends on adequate security which in turn depends on cost, which can be calculated. What companies hate is the incalculable, the imponderable major factors that keep CEOs awake at night thinking “What if……” These are, so far, absent from the West African and Latin American producing countries. It sounds unusual, no doubt, to say that about regions where, as we used to say about Africa, “one should always expect the unexpected”. 
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