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00 O [2] Even as the world is reminded of the vulnerability of its oil supply, consumption is soaring. Americans
have fallen in love with gas guzzlers such as the Ford Expedition. In newly prosperous developing countries,
ordinary people can afford cars for the first time. A recent survey in the China Youth Daily found that 75% of
Beijing families planned to buy a car within the next five years.[1 [0 [3] Yikes. Are we in for another oil crisis? You
might think so. Fort Worth investor Richard E. Rainwater has 30% of his $1.5 billion net worth sunk in oil and gas
investments because he expects prices to rise 50% to 75% in the next 5 to 10 years. With free markets fueling
economic growth, says Rainwater, "We should see a tremendous amount of pressure on prices. "0 O [4] Perhaps.
But theres another, quite different scenario-namely, that oil prices, adjusted for inflation, wont rise at all over the
long term. They may even fall. Why? First, because producers in the Mideast and elsewhere need the cash from oil
too much to let their supply be interrupted for long, despite political and military skirmishing. Second, and more
important, because demand growth cant push prices upward as long as it is balanced by supply growth. And the
supply curve for oil-the amount offered at any given price-is being pushed steadily outward, thanks to technology.
[0 O PETRO-TREASUREO O [5] Technological advances are slashing the costs of finding, producing, and
refining oil, creating a new economic calculus for the oil industry. The new alchemy runs from three-dimensional
seismology to exotic wells that sit on the ocean floor, in some cases eliminating the need for billion-dollar offshore
production platforms. Says Shell Oil Chief Executive Philip J. Carroll; "Technology always drives down cost. | dont
think its effect in this industry will be any different. "I O [6] Never mind the latest discord in the Middle East.
Short of destroying another countrys oil wells, as Iraq did to Kuwait in 1991, no nation can curtail the world supply
of oil and force up its price for very long. Members of the Organization of Petroleum Exporting Countries still sit
on the worlds biggest and best oil reservoirs. But they cant raise prices - because if they do, non-OPEC sources will
grab market share by developing fields where technology has made production affordable.
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