
 

 

 

 

 

 

Research Paper 

 

  The Impact of Peak Oil 

on the Australian 

Manufacturing & 

Construction Industry 

(Executive Summary only – full report available on our 

website www.ctcconsultinggroup.com) 

 

 

 

 

 

 



 
 

 

CTC Consulting Group Pty Ltd | www.ctcconsultinggroup.com| Research Paper - The Impact of Peak Oil on the 

Australian Manufacturing & Construction Industry | 11/8/2007 

 

 2 

 

Contents 

 

Section 

Page number 

 

1.  Background         3 

 

2.  Executive Summary        4 

 

3.  A Brief History of Oil         6 

 

4.  What is Peak Oil         10

         

5.  The Future Price of Oil        16

         

6.  Web Site Review of Industry & Government Policy on Peak Oil   20

           

7.  The Likely Impact on Australian Industry       23 

 

8.  Conclusion          27 

 

9.  References          28 

 

 

 

 

 

 

 

 



 
 

 

CTC Consulting Group Pty Ltd | www.ctcconsultinggroup.com| Research Paper - The Impact of Peak Oil on the 

Australian Manufacturing & Construction Industry | 11/8/2007 

 

 3 

 

1.  BACKGROUND  

 

CTC Consulting Group (CTCG) provides a range of consulting services to the 

Australian manufacturing and construction industry.  CTCG’s clients consist of a 

number of leading Australian and international companies in these markets. 

 

CTCG researches a number of topics and prepares papers and articles for distribution 

to clients, industry associations and publications.  This enables CTCG to stay abreast 

of various issues that are of significance to our clients and industry at large.   

 

Our last research paper published in 2006, dealt with the boom in commodities and 

particularly the impact of rising zinc prices.  This paper deals with perhaps the most 

fundamental commodity of all, oil.  Readily available cheap energy has driven the 

industrial revolution and oil has been the primary fuel source.  Oil has been the 

lubricant that has enabled the global economy to expand and support the growth in 

world trade.  The price of oil like other commodities is increasing as world demand 

grows.  However, just when the economies of India and China have begun their 

massive modernisation, oil production is about to peak if it hasn’t already. 

 

If oil production has or is about to peak what does this mean to prices in both the 

medium to longer term?  What does this mean to the input costs for Australian 

manufacturing and construction, and what does this mean to global competition?  

Further, what alternatives are there to oil to fuel Australian industry and what will the 

oil price do to both the cost and supply of alternatives? 

 

Some experts believe that Peak Oil is a more immediate threat to the prosperity of the 

world than Climate Change, but receives nowhere near the same amount of 

attention.  Does this mean that governments are ignoring the problem, or is Climate 

Change providing a more palatable umbrella under which, to address the issue of 

energy sustainability.  
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2.  EXECUTIVE SUMMARY 

 

⇒ The world is consuming some 86 million barrels of oil per day 

⇒ Demand is growing at around 2% p.a. 

⇒ By the calculation of some industry experts oil production is expected to peak 

at 94 million barrels per day 

⇒ Based on current demand this puts worldwide oil production peaking in the 

year 2010 

⇒ The accuracy of the basis of this prediction has been tested before by Marion 

King Hubbert, a Shell Oil employee who predicted in the 1950s that US oil 

production would peak in 1970 which it did 

⇒ The alternate view provided by the International Energy Agency’s “Energy 

Outlook” report estimates the timing of Peak Oil to be around 2030, which is in 

line with the public position of the US Government 

⇒ For oil not to peak we need to bring on more capacity from new fields yet we 

are discovering only 1 barrel of oil for every 9 barrels we are using 

⇒ On the up side from 1980 through to today pumping technology has 

improved so that the amount of oil that can be extracted from a well has 

increased from 22% to 35% 

⇒ Increasing demand, depleting reserves, international conflicts and major 

weather events are all helping to drive the oil price 

⇒ WTI price for oil has hit US$96 a barrel at the time of publishing this report, with 

predictions of a high of US$168 a barrel in 2008, and a high of US$297 a barrel 

in 2010 

⇒ At the time of publishing this report the US Government announced its forward 

view on oil prices which they see as going higher as result of OPEC’s failure to 

increase production output to enable in market reserves to be replenished 

⇒ Supporters of the Peak Oil theory argue that depletion of reserves is the 

primary reason for escalating prices whereas organisations such as the 

Cambridge Energy Research Associates, argue that reserves are plentiful with 

the real risk on price being the location of the largest reserves in regions where 

there is an ongoing likelihood of political instability 

⇒ Only dampening in demand will see a relief in a continuing upward spiral in 

the price of oil, but with continued rampant growth in India and China this is 

unlikely in the short to medium term 
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⇒ Realistic cost effective alternatives will be difficult to develop to replace the 

current demand for oil 

⇒ The combined cost impacts of escalating oil and other energy costs driven by 

Climate Change concerns and oil supply issues will impact global trade 

⇒ Imports will become more expensive with freight costs potentially outweighing 

the benefits of cheap capital and labour 

⇒ Escalating freight costs will see customers looking for suppliers closer to the 

ultimate point of consumption 

⇒ This will drive suppliers to seek more efficient transport alternatives that will 

further drive an already resurgent rail freight sector in Australia 

⇒ Product distribution will require more efficient channels to market which will 

see manufacturers and suppliers who are better at shipping a low percentage 

of waste via efficient transport methods, with minimal handling being the 

winners 

⇒ Forecasting and planning increased capacity needed to service customers 

moving demand closer to the point of consumption will be critical in an 

environment that has been more about declining domestic supply capacity 

⇒ Access to skilled labour in close proximity to the work place will be critical to 

mitigate the escalating cost of transport 

⇒ Reworking the numbers on consolidated manufacturing facilities versus a 

move to smaller in market processing plants will see a reversal of trends over 

the last decade  

⇒ Those that can identify and quickly implement perhaps radical solutions to 

product distribution will reap the cost benefits short term and will position 

themselves for an attack on ill prepared competitors who have ignored the 

signs of escalating oil prices   

 

The complete copy of this comprehensive research paper including associated 

articles and reports can be accessed on our website www.ctcconsultinggroup.com  


