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The Project Statement
I. Objectives of Proposed Research

I am writing a book on “The Political Economy of a Globalized Oil Order.”  My research and analysis concerning the political-economic and geo-strategic system-as-a-whole has been completed, and substantial writing has been done on these chapters.  The next phase will be a comparative study of Venezuela and Algeria within this new globalized system.  (I also hope to do some research in Saudi Arabia.)

With respect to Venezuela, there has been, of course, a sharp ideological and political clash over control of the national oil company, PdVSA, and over whether PdVSA should be directly involved in social-welfare and economic-development projects.  Is this an effective development strategy conducted within the national interests, or is it something else?
  There are important related issues to consider, having to do with class interests, democratic institutions, the development of the larger region, relations with the U.S., and etc.  

But, the oil sector is at the center of all these issues.  From the political-economic perspective, the question arises: Does Venezuela have the ability to provide, directly through PdVSA, or otherwise, for the enormous economic, social, educational and health needs of the population out of its national hydrocarbon revenues, yet reinvest sufficiently in the hydrocarbon sector so as to sustain the required revenue?
While the political and class character, and the consciousness of the leadership of the state is not a matter of small importance, it is useful to start by assessing the underlying (and relatively more objective) political-economic situation of the oil sector, before analyzing the ideological-political trajectory of the state.  If nothing else, the material-economic situation provides the constraints, the landscape, upon which the latter are acted out.  

In this regard, there are two issues confronting the Venezuelan oil sector if it is to continue to provide the social welfare and economic-development funding mandated by the Bolivarian principles of the state: (i) expansion of capacity, and (ii) improvements in efficiency and productivity.  More specifically:

1. There is considerable interest from abroad, especially from the U.S., the main consumer of Venezuelan oil, that Venezuela should greatly expand its oil-pumping capacity.  (This is the often-stated policy of the OECD towards all major oil-producing states).  Before the presidency of Chavez, there was a certain consensus between PdVSA and the U.S.-led OECD on rapidly increasing Venezuelan production.  It seems that Venezuela is again interested in significantly expanding its output.  However, the state-controlled portion of Venezuela’s oil sector has not recovered its former production levels from before the strikes of 2002-2003; both the absolute and relative shares of oil produced by international oil companies (IOCs) in Venezuela have increased in the same period. 

One means to accomplish increased output is by bringing online new fields of conventional, liquid oil.  This has not yet been significantly accomplished.  The other is to develop unconventional-oil fields.  The most promising new source here are the Orinoco tar sands, which have only become economical to exploit since 2003, with the rise in global petroleum prices.  Besides PdVSA, several foreign companies are working or beginning projects in this region, including U.S., Chinese and other firms.  Successfully bringing this region online could increase Venezuela’s proven oil reserves to second or third behind Saudi Arabia’s.  However, this development will require not only very substantial capital investments, it also requires the development of new technology and methods, appropriate for extracting and refining this tar-like crude.

2. The other requirement is to increase the productivity of existing fields.  International standards in technology and engineering practices, especially for exploiting aging conventional-oil fields, are much advanced from what they were only ten-to-fifteen years ago.  This is a pressing concern for Venezuela, as its producing wells are indeed aging, and their output appears to have been declining.

A critical assessment of these technical-scientific issues cannot be done by only considering the country in-and-of-itself; but, rather, it requires knowledge of the global political-economic and geo-strategic constraints in which Venezuela finds itself.  In this regard, my previous work on understanding the global-oil context is a pre-requisite.  

It is important to also make an assessment of the state of affairs in those portions of the hydrocarbon sector which are run by either international oil companies (IOCs) or where there are contracts with foreign oil-service companies, especially as IOCs have expanded their absolute output and their percentage of the country’s total output while PdVSA’s has apparently fallen.  Requirements for capital-intensive new technology and human expertise raise important issues of Venezuela’s evolving relations with these foreign companies.  These firms possess not only crucial technology they are also sources of capital for foreign direct investment (FDI).  Compared to the way nationalization of oil was viewed at the time of the OPEC Revolution of the mid-1970s, and for many years thereafter, current Venezuelan policies are “not your grandfather’s nationalization.”  For that matter, neither are Bolivia’s, or even Cuba’s.
  All these states very actively court the investment and production of oil by the IOCs.  How is one to interpret this development?  What is the end point of its trajectory?  More particularly, what does it mean to be “left” and/or “anti-imperialist’ within this new milieu?  Certainly, it is not a merely matter of the level of rents (taxes, fees, production-sharing requirements, and etc.) which Venezuela imposes on the IOCs, or the maximum percentages of projects IOCs are allowed to own as some other major oil-producing states, such as Russia under V. Putin, may impose stricter restrictions on foreign participation.

As for assessing Venezuela’s avowed policy of diversifying its markets away from its heavy dependence on the U.S., this must be assessed, first, in light of the relatively much greater cost of transporting oil, for example, by sea through the Straits of Magellan (or via the Drake Passage), and across the Pacific, to reach China, as opposed to across the Caribbean to the U.S. (though there are ways this cost might be mitigated); and, secondly, in light of the fact that oil is today a highly fungible commodity.
  In this light, how significant are these policies for U.S. security of supply?  And, what effect might they have on Venezuelan security of demand, especially considering the present U.S. demand for value-added gasoline supplied by Venezuelan-owned refineries (in Venezuela, the Caribbean, and inside the U.S.)?  This special role of Venezuela as a major refiner of U.S. gasoline requires further consideration.

In my oil sector research, I have until now examined the characteristics of the global oil-system-as-a-whole and especially that of the Middle East region and U.S. policies, and done so in a very interdisciplinary manner.  At this point, I would like to do more in-depth, local examinations of Venezuela and Algeria – two states similarly deeply dependent on hydrocarbon rents, similarly adjacent to and deeply troubled by their continued economic, political and social entanglements with those states which had oppressive, colonial-era legacies with them (viz., by the U.S. and France respectively).  Yet, at the same time, the forms of colonial-era domination exercised by the U.S. over Venezuela, as compared to that of France over Algeria, differed greatly in both type and intensity, and they have quite different political, religious, ideological and anti-colonial legacies.
In Venezuela, pressing questions I hope to make more informed assessments about, after studying the oil sector, are: What are the consequences for the oil sector of the mandate for direct-PdVSA responsibility in organizing and financing social, educational, housing and infrastructure-development projects?  What are the advantages and disadvantages, not only for the Venezuelan oil sector, but from the viewpoint of insuring that these rents are, in fact, applied effectively for the benefit of the Venezuelan people?  Is there an advantage to this particular method of applying national oil rents to these projects, rather than doing so indirectly, as in most other oil states?  

A crucial question here is: What are the probable political-economic consequences of an inevitable future drop in the price of oil, not only for the health of the Venezuelan hydrocarbon sector itself, but for sustainability of the present, ambitious programs for economic and social development of Venezuelan society?  This sustainability, in the face of a drop in oil prices, is especially dependent on two factors: 
1. Successful economic diversification of the Venezuelan economy, increasing both the non-hydrocarbon and the value-added hydrocarbon segments of the economy now, while the present advantageous period of high prices continues.
2. As discussed above, improving the efficiency, technical level and absolute extent of both conventional and non-conventional petroleum production, especially within the state-controlled portion of the sector now, while the present advantageous period continues.  
Without great strides in both these areas now, the ability to maintain state-provided social, educational, economic and infrastructural benefits for the people – a large component of the state’s present legitimacy – would be severely undermined.  This has happened again and again in other oil-producing states in the past, whether the ideological framing of these policies has been done from the political “left” or “right”.

II. Methodology for this research 
As with my earlier research on aspects of the oil system, this must be a combination of data-driven and qualitative research, as the particular case demands.  Aside from examining data I hope to acquire from government, business and academic sources in Venezuela – with the aim of determining particular trends or factual matters crucial to my work – I will spend, quite likely, greater amounts of time speaking with (interviewing) contacts.  I will also spend considerable time reading assessments produced by academic, government and business-press sources which are much more readily available in Venezuela.

The unique and necessary aspect here, of actually being in Venezuela, is the availability of personal contacts with experts within the Venezuelan oil sector (both Venezuelan contacts and, to some extent, foreign hydrocarbon-sector contacts working in Venezuela), as well as contacts in government, academia and political-social organizations.  There is nothing intrinsic to this proposed research dictating that one or the other type of research (qualitative or quantitative) is excluded.  The questions asked determine the methods, and this will vary as the project progresses.  In particular, I have found it important to continually have qualitative opinions and assessments confronted by data until a consistent understanding emerges.

As to contacts in Venezuela: I have had students who have done independent research projects in Venezuela (on the oil sector), and have academic and journalistic contacts from North America who have worked (or are working) in Venezuela, as well as oil-sector contacts from various backgrounds (academic, from industry, and professional societies).  In particular, it seems I have actual and potential contacts on both ideological sides of these questions.
How your teaching and professional experience is relevant,
I have had very much of a multi-disciplinary (or, cross-disciplinary) career.  On the one hand, I have a Ph.D. in physics (in particular, nuclear physics, which is especially relevant to the energy sector), and worked for many years in skilled-trades, engineering and scientific capacities in energy-and-transportation related industries (automotive, railways, motive power) and in theoretical and practical thermodynamics (from low-temperature physics research, to industrial-sized power, heating and refrigeration work).  I should stress that my work in the petroleum and transportation sector has, in recent times, become more recognized by professionals and academics very central to the U.S. and international sector.  As an illustration, I see as very significant in this respect, my invitation by the U.S. Association for Energy Economics (USAEE)— the North American section of the IAEE— to be  overall  program co-chair of its upcoming 26th North American Conference, to be held in Ann Arbor, MI, September 24-27, 2006.  In parallel, as my CV shows, I have been lately invited to speak widely on the political economy of oil, and related geo-strategic issues at universities, conferences and in the public realm, with some of these talks and panels, especially on the present U.S.-Iran crisis, having been replayed on radio and elsewhere.  The USAEE and similar professional relationship I have developed will be extremely valuable for lending credibility to, and giving me contacts for, my research within Venezuela in the petroleum sector, among members of both the present and past staff of the national oil company, and of government ministries.  
I am very at home in large factories, industrial facilities, and national scientific labs, having had hands-on engineering and scientific experience, as well as having been self employed as a consultant.  In academia, I teach, both natural science courses on “Energy and Environment” and seminars at the undergrad and grad levels on the political-economy of hydrocarbons, and especially oil.  Most of these later courses, over the past five-to-six years, have actually been social-science courses.  I have also taught a seminar five times at the advanced undergraduate level, on the social-economic consequences of technological-productive revolutions from the European Middle Ages through Information Revolution.  

An important aspect of the type of social investigation I am proposing involves speaking with engineers, managers and workers in another culture.  I spent almost a decade specifically doing social investigation and organizing among immigrants, as well as native workers and engineers, in the automotive and railway industries and numerous urban communities.  I generally have a good sense of the perspective and concerns of persons whom I am interviewing, organizing, and/or socializing with in these settings, often situations where it is important to establish an atmosphere of sincerity, mutual respect and personal trust.

What significance the project has for your field.
Briefly, the political economy (and, hence, the geo-strategic implications) of the oil industry is very poorly understood, in my estimation, in most U.S. academic circles, including area studies.  There is a new interest in academia, particularly as a result of the Iraq War, the Iran crisis, and events in Venezuela.  However, in moving between contacts in industry and consultants, on the one hand, and academia, on the other, I find a very low level of communication, and that the latter very often have too general, or mistaken, ideas about the political economy of oil today.  Meanwhile, the former, especially when one speaks of engineers, often have a very ‘technocratic’ understanding of the sector and associated politics.  I feel I am able to bridge the gap between social sciences vs. natural sciences and engineering and, in addition, between industry and academia relatively well, in a way few others have.

For my own development, my experience to date is from the perspective of working within a developed, oil-consuming country.  Although I spent a brief time in Algeria last year, and I have spent considerable time, over the years, discussing these matters with natives of oil-producing countries, I need to spend a significant amount of time in Venezuela (and some other oil-producing states) to better appreciate the points of view of the citizens of oil-producing states.  Spending time abroad in Venezuela, and other producing states, is an important issue of my academic and analytical credibility, as well it should be.  And, if I can make acquaintances in Venezuela in the oil sector and perform some useful first-hand, primary research, to assist understanding the trajectory of the oil sector and Venezuelan-U.S. relations, this would, I hope, be of some usefulness to the people of Venezuela.

Why residence in the host country is necessary.
As discussed above, it is important, especially, to do interviews and to visit upstream and downstream sites of the hydrocarbon sector, and have access to data available within the country.  Other than traveling about, interviewing and talking to persons in this sector, it would be extremely helpful to have an invitation to the Central University in Caracas.  Their facilities seem to be the most amenable to research (libraries and internet access, etc.), and the faculty there have a high academic level, significant prestige within the nation and would be particularly helpful to in making contacts elsewhere.

What arrangements you have made for affiliation or collaboration.
I am in the process of obtaining an invitation from contacts, preferably at the Central University in Caracas.  I need, at a minimum several months (say six).  From much experience with research projects by doctoral students and colleagues (and my own experiences), this sort of research can easily be ‘never done.’  But, I am sure I will learn a considerable amount in that time, and will be able to write on a number of questions by then.  At that point, I will have to assess whether it is most fruitful to look more deeply into some issues concerning Venezuela, or shift more emphasis to others aspects of the oil order.  
How competent you are in the language(s): Already discussed this in online questions.
How you will disseminate the results of your research both in the United States and abroad.
As mentioned earlier, I am writing a book on the Global Oil Sector, of which the work in Venezuela will be a significant portion; in addition I will write both academic and more popular articles on these questions; I will incorporate this research into my present teaching (I’ve taught courses at the junior, senior and graduate level on my research on the Global Oil Order – often, till now, with Middle East regional emphasis) and, I suspect, I will continue giving numerous conference talks and public lectures on these issues.  Lately some of these have been replayed on radio shows in NYC, and, this past academic year, I have given talks for secondary-school teacher outreach programs sponsored by Title VI Middle East centers at Yale, UCLA, U. Michigan, and soon at Ohio State.  I expect my work in/on Venezuela will find similarly broad academic and public interest and dissemination.
What topics you might lecture on in the host country.
I am happy to give lectures, and to also give an actual course, if it does not interfere greatly with my ability to travel about to interview people, collect data, and to visit oil-sector and related sites throughout the country, as I will need to.  However, since Fulbright Research grants are paid much less than teaching awardees, I have some trepidation about the low level of pay for research-only awards, as I have dependents to provide for. 

What has prepared you to work in this country- I have addressed these issues already, above.
� Strictly speaking, providing such social-welfare and developmental funds for the people of the country, out of the rents of a national oil company (NOC), is not unique to governments which self-identify as being leftist.  Conservative oil states, such as Saudi Arabia, Kuwait and the UAE, too have long provided comprehensive benefits for their native populations.  For that matter, citizens of the State of Alaska receive oil benefits.


� Such has been the case with recent efforts to develop similar deposits in Alberta, Canada.  Venezuela is starting later than Canada, and Canada has had difficulty finding engineering expertise and skilled labor, and has found that tar-sands extraction is energy and water intensive, in addition, it produces a much higher atmospheric carbon load than does the exploitation of conventional liquid oil.  As yet, Canada’s tar-sands efforts have not added significantly to its oil production.


� There are significant domestic political forces intent on changing Mexico’s constitution to allow foreign direct investment in oil; Algeria recently adopted a new hydrocarbon law addressing this, and many other Middle-East and North African states have taken similar steps.


� After the OPEC Nationalization of the IOC “concessions”, the IOCs could no longer exist as highly vertically integrated enterprises which were quite effective at containing the volatility of the market within themselves, there was only a small open market for oil, and no oil futures market at all.  The oil they extracted was largely distributed by each firm via its network of branded gas (petrol) stations.  But, now, the OPEC states’ and other national oil companies control about 80% of all oil resources; and, so, this oil largely goes to consumers via open markets, and it is not generally a matter of bi-lateral agreements between consuming countries for oil from specific producers; though, of course, everyone generally tries to minimize the distance over which any oil is transported by tankers.
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