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the U.S. market for light crude, according to the EIA.'? 'The lifting of the
crude oil export ban would, in theory, free suppliers of WTT to ship more
globally and bring the WTT and Brent benchmarks closer, meaning produc-
ers in the U.S. would no longer be forced to sell their crude at a discount to

the global market price.

The Geopolitical Oilfield

The decision to put the oil export ban in place was originally a geopolitical
one, aimed at curbing the influence and power of Persian Gulf producers.
Today, the decision to remove the ban could also be seen in a geopoliti-
cal context. Due to recent excursions in Ukraine and the annexation of the
Crimean region, the United States has sought to punish Russia with eco-
nomic sanctions. European allies have had difficulty getting on board as
businesses have lobbied against the sanctions. One can hardly blame them:
Russia supplies Western Europe with much of its energy resources—includ-
ing oil and natural gas—and is a major trading partner for most European
countries. From this perspective, U.S. exports could in part replace Russian
oil, putting pressure on the Russian economy without directly expanding

sanctions or further enflaming tensions.

Furthermore, the recent diplomatic agreement with Iran has raised
questions as to whether that state will have undue influence in the oil market
if sanctions are lifted. Iran’s potential contribution to the world oil market is
estimated to increase with the removal of sanctions.”® Again, U.S. oil in the
global market would serve to reduce the leverage and market power of other
producers, even Iran. In this too, it seems, lifting the oil export ban would

serve U.S. interests.

It's the Economy!

When it comes down to it, however, the strength of the American econo-
my is often the dominating factor in decision-making regarding oil export
policy. As previously mentioned, fears of scarcity and price hikes at the
pump had previously stayed lawmakers’ hands from allowing crude to flow
abroad. Recent research, however, may show that lifting the ban could be a

boon to the domestic economy.

A 2014 study by the non-partisan Aspen Institute predicted numerous eco-
nomic gains from lifting ban. Among them were a near 1% rise in GDP,
630,000 added jobs by 2019, and an average rise in household income of

up to $3,000 by 2025. With gas prices low, it certainly seems the costs of a
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minor price increase may be more than offset by the strong growth in the

U.S. economy.

Furthermore, fears of a gas price hike appear unfounded: a study by the EIA
predicted unrestricted free export of crude oil would result in no increase—
and potentially a decrease—in domestic gas prices. The study explained that
with U.S. crude on the global market global price benchmarks such as Brent
Crude would fall, bringing domestic gas prices down with them.* The Aspen

Institute study concluded similar results.

Aside from the potential hit to crude refiners’ margins and the aforemen-
tioned environmental concerns related to expanded domestic production,
there seems to be little reason to maintain the crude oil export restrictions.
The ban is costly to the domestic industry, potentially gives more power to
the United States’ geopolitical foes, and could even be artificially holding up
the price of domestic gasoline. While the prospect of a second oil embargo
was real and frightening in the aftermath of the 1973 crisis, the integration
and globalization of the world economy make exporting excess U.S. produc-

tion an easy choice for lawmakers.
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