American independence stops global energy wars.
Zakaria ’19 — Amro Zakaria, Managing Director, Market Trader Academy, United States of America, Expert in Financial Services, 16 yr. experience; 2019; “U.S. Energy Dominance: from Whale Oil to Shale; How the New U.S. Energy Doctrine will Change the World”; IAEE Energy Forum, Second Quarter 2019, Vol. 2, pp. 17-19, IAEE.
As it pertains to energy production, it also meant that there should be no barriers to exploiting America’s natural resources, aggressively securing market share to America’s hydrocarbons overseas, and becoming an energy exporter for the first time since 1953. This paradigm shift marked a change in the status of oil, from a strategic commodity grounded in national security interest to further becoming a significant component of the country’s exports and GDP.
The new direction has yielded quick results. For the first time, U.S. crude has found its way to China and India, traditional markets for producers that consider the U.S. the vital ally. The significance of those two markets lies in the fact that they are projected to have the most substantial increases in energy demand in years to come. In India alone, the growth in demand is expected to increase by 333% by 2040. The question becomes, how will the relationship between the U.S. and its oil-producing allies change when competition for global market share of oil exports turns the U.S. from an indispensable partner to a heavyweight contender and a possible existential threat?
Recent technological advancements in renewable energy are rapidly making them commercially viable competitors in fulfilling the new growth in energy demand, which would have traditionally gone to fossil fuels. Japan is leading the pack with hydrogen cell and molten salt battery technology. In the U.S., Tesla is making electric vehicles competitive and affordable with its Colorado-based Gigafactory and the introduction of the Model 3, which had five hundred thousand pre orders at launch. Not to be outdone, China has adopted policies to open up the automotive industry to electric vehicles encouraging investors and producers with generous subsidies. Additionally, China is diligently trying to shift its energy mix away from fossil fuels primarily for national security and environmental reasons. Recently the world’s largest floating solar power plant was inaugurated in Huainan in May. India is not too far behind with the country planning to install 225 GW of renewables by 2022 which will comprise 57% of its electricity generation capacity.
Other forms of energy are increasingly and successfully becoming part of the energy mix such as geothermal energy which is projected to cost only 4.78 cents per kWh in 2020 according to the EIA, and that is lower than a natural gas combined cycle plant.
With a perfect storm of fossil fuel demand destruction and increasingly cheaper alternatives, producers will become ever more aggressive in gaining and keeping market share. The United States will have a technological advantage that will allow it to increase production and export capacity faster and cheaper compared to many producers who will struggle just to maintain current levels of production as their domestic consumption keeps growing.
Astutely, the vanguards of solar energy are some of the major oil producers such as the Kingdom of Saudi Arabia and the United Arab Emirates, with the Emirate of Abu Dhabi holding the current record for the lowest solar electric production cost, at 2.42 cents/kWh in 2016.
Such pragmatic thinking is necessary as their oil consumption keeps increasing to fuel their growing economies. Saudi Arabia today consumes 3.895 million barrels per day, an increase of 4.36% from a year ago as per BP Statistical Review of World Energy Report.
Energy dominance now more than ever, is strategically indispensable for the U.S. as it deals with multiple geopolitical threats such as the adversarial relationship with China and a resurgent Russia that is getting ready create the largest military buildup at the edge of NATO territory when it conducts military drills with 100,000 troops in Belarus this summer. China, on the other hand, is rapidly modernizing its defense industry and projecting its power beyond its immediate vicinity having set up and opened its first ever overseas military base in Djibouti in September of this year
Oil and gas comprise over 60% of Russia exports, and make up over 30% of its GDP so naturally the Rubble is highly correlated to the price of oil. As such, the United States no doubt gains leverage from any acquired influence over the global price of oil and gas.
On the other hand, geopolitical tensions around vital maritime choke points, such as the Strait of Hormuz and Bab el-Mandeb, implores the U.S. national security policymakers to push for maximum energy self-sufficiency. That will help free up America’s military capacity to focus more on emerging threats with higher priority like the new quest for Africa, North Korea, and the South China Sea.
Another geopolitical dynamic that energy dominance will create is that it will turn market share into a diplomatic token of friendship that can strategically be given-up by some exporters, or offered by importers such as India, in return for closer diplomatic and military ties with the U.S., regardless of the economics of such propositions. Internationally, Lines will be redrawn in the global oil and gas trade. Strategic alliances will need to find new common bonds to remain viable. Military doctrines, strategies and by extension equipment will change accordingly.
Domestically, the U.S. economy will be extremely competitive as it will have access to cheap energy which will have a positive spillover effect on jobs, housing, the stock market, and in turn improve the wealth-effect of households.
One thing is for sure, American energy dominance bears massive implications and potentially drastic consequence for friends and foes alike. Presenting the challenging question that behooves political and business leaders to ask and contemplate; ‘’What are the risks and how can they be mitigated, and what are the opportunities and how can they be capitalized on?’’
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