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1. Introduction

There can be no doubt thale interests of foreignpowér Ay L NI} yQa @I aid 2
playedacentralandoftenruinousNB £ S Ay (1 KS 02 dzyRéddghifiva of ié RS Ny K
role of oil isconsideredde igueurwhen considering Iranian modern history before @79
Revolution. However, sice theRevolution the role of oil inL NJ cgnfeantation with the U.S
and other major powerss not so clearly understoodn the present paper, | argue that
specift materialinterestshaving to do with petroleununderlie defineand constrairthe U.S.

Iran confict andthat similar interestaunderlaythe U.SBritish confrontation and occupation

of Irag? Thefundamental basior the ongoirg U.Siran crisis isiot, perseL. NI y Q& 2340 Sy a

! The New School for8ial ReseargtiNew York Cityand Universidad Central de Venezuela, Centro de Estudios

del Desarrollo (UGZENDES), Caracksnail: twod@umich.edu URLhttp://TomOD.com

L NI lpdpondadfmasR S & G Nz (RA yf A y1a G2 1f vIiSRI¢ sEidkd IASSy | a
invasion of Iraq. After much searching within occupied Irag, they were admitted to bexistent by both the

Bush Administration and &F Government. Understandably, much effort had been expended by criticaled
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Gy dzOf SFNJ GKNBF ¢ AdGa adzLJLl2 NI T2 NR&NDSNRR RS
number ofother contentious issues over which the dispaigtuallyplaysout day-to-day.

Howeverthed 2 A £ A yhdeByi#thisicéisitake a very different form in thpresent

globalized era thathey didin the past.

Late-Colonial vs. GlobalizedO/ E1 ) 1T OAOAOOO6

Too often,whend 2 A f A afdisSiiNtB undedi®. S relations with Iran or for that
matter Irag, China, Venezudaand other states,these interests areepresentdin an
antiquated mannerasthey existedduringthe late-colonial omeo-colonial era In thatera,
internationaloil comparnes (I0Cheldfields asconcessionsasprivate property the Great
Powersdefended I0OC interestagainst the local states and peoplesdengagedn rivalries
for these resourced The mi-colonialstatesreceivedonly a minority shareof rents, andhad
no input intoproduction orpricingdedasions And, while each 10supplied a nmber of
countries with oilthe system retained a certain mercantilist character in that each 10C was
I f&42 SELISOGSR (G2 3Jdzk NI yiSS LISGINRf Sdzy LINR RdzO
Indeed, Great Britaiexgdoited Iranian oil fields iprecisly this manner, setting upthe
Anglalranian Oil Company (AIQ@gartially owned by the British state, to ganteea steady
source of thi;mew fuel superior to coal for itsaval forcedeforeWW L In theinter-war
years AlIOGsupplied the Britishhomeand andother marketswith petroleumwithtK S f A 2 Yy Q&
share ofrentsgoinginto the coffers of the British sta andprivate investors.After WWI|,
with the British state bankrupincome from! L h lrafi@n concessiontsecameindispensible
to the Exchequer Ths wasa major factor for the intransignce of the British governmeioff

Winston Churchilin 1951againstthe nationalizationof AIOQ @ncessiondy the government

persons to contest thesmtionales however, unfortunately, much less effort was expended in discerning the
particular material interests motivating U.S. and British denisiakerstd &G LINSSYLIG A @S€ da ol NJ 2 F
whatever their publicgationales. A more independentminded critique would seek to determine the actual
motivations, lurking in material interests of the belligerent powers. From such an analysis, one could most
fruitfully critique the rationalesoffered by the politicaimilitary actors, understanidg that they themselveamay

not be fully consciousf the material interests that impéhgtheir actions. &Just as our opinion of an individual is
not based on what he thinks of himself, we canot judge of such a period of transformation by its own
consciousness; on the contrary, this consciousness must be explained rathigrefimmtradictions of material
life...€ Preface to 'A Contribution to the Cqtie of Political Economy', 1859.Marx. Access:
http://en.wikiguote.org/wiki/Karl_Marx

% See reference 50, below,stiussing work of Harvey, Klare et al.
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of Prime MinisteDr. Mohammad Mossadeghnd for Britay” Qdle in the infamougoup

agairst Mossadegh organizesith Washingtorin 1953*

Thishistoryis well known.The point isin those days, ibne said thata confliagh & & I €
I 6 2 dzii 2 A thisgarticuldr, late-cofonialngo-colonial way thait would beunderstood
G2 0SS al.g This wasé tAddadis f@ té bulk of British and U.S. politicsaviss Iran in
the late-colonial era eventhough Washingtoreniedits motives were ultimately as

pecuniant & . NR G Ay Q&

But, we areno longe living inthe late-colonial/neo-colonialera ofcapital; this ists
globalizedera. The dominance of the 1&0n particularof the Seven Sisters and the French
national companyn the oil systembegan to fade in the early 1960s when indepeniden
compariesentered Middle Easterrupsream petroleum productiotf But, their dominant
positionwasfatally undermined byationalizationsafter the Arab @EC oil embargaf 1973.
This OPEC Revolutidastroyed the lasmajor vestige oEuropearand U.Scolonid property
relationsin Asia, Africa antlatinAmerica After the second oil shoclollowing the 1979
Iranian RevolutionlOGthat were stilloperatingin nationalizedoil fieldswere largelyexpelled
and the variouOPEC national oil companies (NO@e@to their own as major players in
the international oil systemOver the next decade newinternational system for the
exploitation of petroleum resarces consistent with the new postationalization property

relations and thenew level of developmerof productive forcef the postindustrial

* One outcome of the coup was that U.S. companies, due to insistent U.S. State Department pressures on the

British state and BP management, were given a significant share of AIOC concessions by the shah after his retur

G2 GKS GKNRBYSTY dzyRSNX¥YAYAYy3 . NARUGAAK R2YAYylFyOS 2F (KS L
AViSNBadasd Ay (KSas 8o8yiao

® A censoredCIA official history of th&953 U.S. and Britistoupagainst Mossadegipublishedfor the first time,

in the New York Timesome 50 years latén 2000,goes to some length, as the Eisenhower administration did

publicaly at the time, to attribute the U.Sole in the coup taoncerrs over possible communist subversion and

Soviet expansiomto Iran,and to downplay the role of the Britisinan oil crisis. The misrepresentation by the

U.S.of its motivations at thatime, and in this CIA document, aleistratedby E. Abrahemian ihis essay
FyFfteTAy3a GKS R20dzySy Y a anarSianpStignoe &/Sécidty,JVdl. $5, NoNa; SGmrber 9 NIJ |
2001, 182215. Accessed dittp://www.geocities.com/thelasian/1953oup-lran-CIA.html

® Most notably, beginning with Armand Hammafrthe independent U.S. company, Occidental Petroleum, who

signed contracts with the new government of M. Kaddafi to develop Libyan fields shortly after the revolution that
overthrew the royal family.
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Information Erd, came into being. Thisas oil systemcharacteristic of he GlobalEra If the
U.S-Iranian confrontatiortodayA & A Y RS SR £itisredessarilgh 2 aladut € nfa
new and diferent mannerthan werethe U.S. ad British conflicts with Iran dhe late-colonial

era, a mannethat we mustcarefullyexplain Thisis the question | pursue here.

Beforebeginning I give abrief résumé @ the mainargumens, and othe method

employed.

Résumé U.S:Iran crisis in the globalized oil security system

The U.Smotivation in confrontingran pertains, most fundamentallyg the
international al-market security system. Its aim isriot permitirant given its prodigious oil
and gas producing potentimlto assume its natural role as a powesuseenergy producer
without providingirreversible guarantes that it would not use this position and the wealth
that will come with it to undermine the international atharketsecurity system, especially the

presentbalance of power in the Gulf Regi@mforced by the U.S.

Today 95% of all nsportation in the worlds fuelled by petroleum derivative’ For
all countriesandbusiness activitiessecurity of petroleum supply is a fundamental conaern
in fact, an existenéil concern The majority of global conventional oil resources are located
I NBdzy R (KS t S Niitérratonalodzysteth imarkeRcBriteBe@ith institutions
and practiceshat differ greatly fromthose of theprevious neecolonial systen, whichdid not

have an open market. ZTR | gldRalizedsystemhasfive major components: (i) The market

I A0 YyRENR 0NBlF1R26Yy gebolutionsdiitieydpilistera diginglishds yhreeziagesh | ¢

the First Industrial Revolution of the laf&™ to mid-19" centuries (this period followed the Commercial Era and

the original rise of European empires in theviNé/orld, Africa, and Asia); ¢hSecond Industrial Revolution from

the late19" to earlymid-20"OSy i dzNA Sa 6F ®1 ®F @ GKS dYlFaa LINRRdAOGAZ2YE 2
development of largescale production, vertical integration and mass bureaucraciéaaddent with a

transformation from mercantilist forms of colonial domination to reolonial forms exhibiting massive export of

capital in foreign investments and nominal independence of formerly colonial states, referred to as the stage of

Gyz2y 2132t e Ol LA G IFHHIAARANEE | AYYRKI2ZNT (0 ARALISONAdZNE SO T-A YR AZDEKNI I & ¢ (
era which, fully evolved, become the Information Revolution/Age. | often refer herein to both the present stage

of technicalscientifieproductive development (i.e., the Informati Age, actually the Third Industrial Revolution)

and the international system of relationshipsmong the dominant, m@&-economically developed statesd the

former-colonial state¢ & G 3t 2 0 [uhfar@nNaeIgi K S Ay SNI f Odzad2Yd  &SS | dzi K:
materials athttp://www.umich.edu/~twod/syllabiSy G A G f SR a{ GSFtY 9y 3IAYySa | yR /[ 2YLJ
t N2t SOFNAFYya G2 LYF2NXYFGAZ2Y 2 2N] SN& ¢

® EIA/IEA data.
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itself, whichF 2 Nya | aAy 3t ST Qichafor2NINS fl & oGAYia AZa NAA £ 2 -
futures markets through which all exported oitculates traded inU.S.dollars. Thismarket

hascontrol institutionsthat suppat its secure functioningincluding (ii) Saudi surplus

production capacity(iii) the Strategic Petroleum Reser{@PR3$ystem of the International

Energy AgencflEA)f the OECDBtates, and, in recent yea(s)the Internaticnal Energy

Forum(IEF) which incorporateshe major consumingt G I G S & Q 2thNeHER, yhe mndjoli A 2y 0
producingd I G4 S & Q 20RB{ pltdoler 8Doth2rystatésin total, along with

representatives bthe g 2 NImRj@ petroleumcompanies.And, lastly(v) U.S. Persian Gulf

regional hegemonplusitsR2 YA Y I yOS 2F GKS 62NI RQa 20SIya

Each of hesecomponentsacts to insuraday-to-dayconfidence in the market being
sufficierii t @ &G of S andtRanspaxdBtiafidén tihes bighgrkeemergencies, to
insuresecurity of supply to consuming stateéd/hat| refer to ashea 2 y S 3 f 2 6ilk £ 0 I NNJ
marketisthe key element oénergy security in thpost-nationalization world. fAelEA, OPEC,
IEFandother institutionseachplay specificoles. However, petroleum resources are very
unevenly dstributed in the natural world, with 686% of conventional oil reservésundin
five statesaround the Persian Gulin the view ofthe U.S. and most Firstakd actors as well
asli K OPED 2 Nsfatés® one of the most severthreatsto this market, ando energy
supplysecuritygenerallywould be ifany2 y S 2 F G KS pethBulmpyodicng Y I 2 2 NJ
states were able to significantigfluence the productia of another. Hence, geostrategic
imperativethe U.S. has set for itselftis preventany Gulf oitproducing statefrom being able
to project sufficient power to significantly influence the productioraobther statein the
Region It has donehis by maintairing itself asthe predominant egioral power, and
maintaining the OPEC core statdsSaudi Arabia, Kuwait, the UAE and Qatar
protectorates:® The U.S. has long considered the remaining two Gulf oil producing states,
Iranand Iraq, thechief threats to this order.ThisU.Sregionalrole hasspecific marketontrol
andmarketprotection logic underlying itpolitical, diplomatic and military aspectslowever,

for the U.S., thisole is not merely about preserving theternational oil orderm the interests

% Saudi Arabia, Kuwait, the U.A.E., and @ate shall define this concept anon.
% This also excludes other outside powers from attaining substantial influence in the Region and, with this,
influence over the globalized oil market. This is the Carter Doctrine.
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of theU.SandinA ( & . ltd pbsiti@izentralitvithin the oil system also providee
U.S. withenormous prestige and leverageyond the oil system itselasa key lever of its
globalhyperpower status. It iswithin the context of this politicateconomy and geatrategy

of the globalizedpetroleum system that théJ.S:lran confrontation must be analyzed.

Method

In order to examine the role of oil in the Ulgan conflict, we cannot start with Iran
itself orwith this conflct per se.One must first elaborate, in general terms, how the present
globalizedpetroleum system functions, and how it differs from the previous-atéonial
system. After this unavoidable detoyt then examine theoles and interests of the U.S.&n
of Iran within thissystem. From this, we shall bea position tonake sense of the ongoing
U.S-Iran crisis.l then assess the success of the U.S. program of sanctions angotlssures
on Iran, andijn turn, Iranian pressure® compelthree things fromWashington removal ofoll
and ga sanctions, acceahce ofL NJ Y Q do piej&cipbwein the Rgion and to provide
security guarantees fdhe present Islamics I 41 SQa f S RSNBKALI] 0 A dSdT |
regime change)These are thgparameterswithin which the new ®ama administrationand

anylranian leadershimvill bargain and contend.

2. The Political E conomy of Globalized vs. Neo-Colonial QOil

¢2 FaasSaa aidKS -Ndtofflicohe rduat first unileystaidkinBain | & { ©
characteristics of thenternational oil system.The Globalized Oil System (G@&%grged
graduallyin reaction to theoil shocls 0f1973 and1979, andin the resolution ofthe so-called
Saudi Netback @sis 0f1986:87 1 It wasa product of theintenseNorth-South conflict
betweenthe newly empoweredOPEC statesnd the U.Sled OECH states A history of the

Y4bSiolk O]l tNAOAYWAt t YRASKSThibpy ¢t NAOB20SNI al oNRBSE hET2N]
WPM10, January 1987. Accelsiip://www.oxfordenergy.org/pdfs/WPM10.pdfFor a view of the impact on Iran,

& S Revdldionandd 02y 2 YA O ¢ NI yahidA 2y Moosh&§ Anlirdhmafiil. ICicagd Pred§,NA Sy OS 3 ¢
1993, pp. 7880. Accesdttp://www.journals.uchicago.edu/doi/abs/10.1086/452077

2 OECD: Organittan of Economic Cooperation and Development. Historically, this has been the organization of

the First World states in the pe8W/WII period, with the U.S.A. as its dominant member. It currently has 27

member states. The International Energy Agenci)(I&an organization of OECD states.
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complex twists and turnef this confrontation ideyond the scope of the present paper
However, thecharacteristics othe new systenare most clearlyillustratedin contrast to

thoseof the previous neo-colonialsystem.

The old, nec-colonial oil system

Figures 1 and 2are schematic canoniceg¢presenations ofthe old and new petroleum
systemgespectively. @ the lefthandsideof Figurel, ovals represent oiproducing
countries, and on the righband-side the consumingountries. In between arthe
international oil omparnes (I0Q) the Seva Sisters plus the Frenclational company The
lines represent the flow of offom producers 6 consumerswith the I0Cacting as
intermediarytransmission beltsln those dgs, the |IOQvere vertically integrated entities,
consisting ofupstream production facilities, pglines and tankersand downstream refineries,
truck fleets, andetail outlets includingbranded gasoline stations makidgect contact with
custamers. In this system,here existed blateral connectionbetweenspecificproducng
states and consuming statesediated bythe IOC. To ask from which country or countries a
givenconsuming state received its oil wasensible question I the supples of an IO@om a
given producing statetoppedfor some reasonthere couldbe a signiftant crisis in its
consuming statefor the sudden lack of oilTo resolve this,rther IOCwould have to
increaseproduction from one ofts foreignconcessiosand provideoil to the I0Gemporarily
without oil. AnlOC that found itselfvithout sufficientoil supplies could nasimplygoto the
marketplace to purchase the shortfalNowherein Figure listhere an openmarket. h those
daysthere was nad A 3y A T A @arketandda futirds sarket whatsoevef hisnear
elimination of amarket from the international petroleum systemasactually a desirable

achievement for the 10C at thime.

The oilsector, from its inception, had beerotorious for itsmarketvolatility™®. It was

when dhn D. Rockefeller estéibhed his Standard Oil Companythe 19" centuryand came

Br 88y 6¢KB2y2Ya (2aDI6KS Df26FfAT SR hAf hNRSNY 126 Who:
from Confrontation to Collusion and a MarketSy 4t SNBER {eadSy wSadAiay3a 2y ! { Ddz T
O'Donndl, International Studies Conference, NYC, 15 February 2009.

“The political economics of this are beyond the present discussion. Suffice it to note that, especially in any

sector based on rents, including agriculture, without a well developed metarmaystenarket controls on entry

T.W. @onnell| twod@umich.edy http:// TomOD.com Page7 of 45
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to exerciseeffective control ovemostof the production and maeting of oil productsn
North Americahat petroleumbecane asufficiently reliable fuel source to displace others
andaregularly profitable commodity® With the breakup of Standard Oil by the U.S.
government, the Seven Sistergalesced andame to @minate the world oil systemHow
effectivethey wereat dampeningnarket volatility can be seein Figure 4 showing that he
price of ol remained remarkably flat for decadesitil the crisis 0f1973 Yergn specifically
links vertical integration witldampening of volatility

hait 2F O2dzZNAS KIR Ffgléda 0SSy || O2YY2RA(E
Western PennsylvanidBut one result of the constant thrust toward integration was to
internalize the volatilities of price within the workingfsa company tied together from the
gSttKSIFR G2 GRS 3L aztAyS LidzyLIpé

However, there remainetivo other locations whereainruly competitioncould easily
disruptprofitability andsecurity of supply These wereocatedat the two extremeends of
verticallyintegrated IOG (i NJHzO i dzNFB & @ h weg compeditionbetaeldni NB | Y é
companies took plactr control of new concessions and to decidew much oil each
company would pumpln a world where there was consistently a huge excess of proven
reserves boil, agreementsvere negotiatecbetween the 10Qo limit how mucheach
company wuld pumpfrom its concessiongest prices collapse. Tlher waslocatedat the
SEGNBYS a&R2 4§y aaf th&oll s6étor, i nedipsfitizibetween networks of
brandedgasolinestationscould be fierce Agreemensto limit competitionwere

implementedat thesetwo extremesthe IOC ptered into cartel arrangement® set quotas

of new enterprises into the sector, and to control the output levels of enterprises in the sector (sometimes

provided by state regulation, other times by collusive business associations, or some combination of these), there

will quite generally be ruinous sectgpecific swings of over and under supply, and of associated price collapse

and price inflation. The history of the early U.S. oil sector, in Pennsylvargtamdard Oil, and of the 20

century independent oil produon in Texas regulated by the Texas Railway Commission, are classic examples of

this.

Pow201STSEESNI & LIRRAASR (21 t6boldiectiiihtd oil prodéction. WolBsk than & G NI § -
his colleagues, he had great antipathy for oil proelts. Yes, they were speculators, they were unreliable, they

0SKIFI @SR tA1S 3INBSRE YAYSNAR Ay | 3JF2fR NMzaK® , Si KSNB X
materials on a very large scale, to apply its rational management to the productah wf balance supplies and

inventories against its market needs. In short, Standardld be able to insulate itself to a considerable degree

against the fluctuations and volatility of the oil market y R F 3+ Ay ad GKS RAZRANRSINRT
0KIFId ¢6Fa GKS RANBOGAZ2Y Ay 6KAOK w2O0$B8HKK 4 5a0) OBRRERRSF®
Prize: The Epic Quest for Oil, Money, and Power, Daniel Y8ngion & Schuster, 199@p. 5253.

®Yergin,bid., p. 721
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limiting production,especiallyin the Middle Eastand to divvy udinal markets. These
arrangements were constantly upset in thece ofthe ultimateirrepressilility of capitalist
competition; neverthelessfor significanfperiods of timethey kept mattersunder control,

limiting competition and volatility.

However, nationalizationeliminatedconcessionsand with them the neo-colonial oil
system including the dominant role of the I0Cs, that had rested on concessiowas
replaced, eventuallyby a newsystem consistent with the neproperty relatiors. In Iran,
nationalizationinitially occurred earlier than the OPEC Revolution 951, underPrime
Minister Dr. Mohammad MossadeghHoweve, thisearlyattempt wasundoneuntil the
Revolution of 1979 bthe U.S:British coup Forcompleteness, we witiow brieflyreview the
roleoiltookinL NJ y Q& 3 S 2 énawitt tiie & 35 BMainkids bthetiféreign powerns
the historically specific forms it tookat that time of the latecolonial oil systerbefore
proceeding to describe the new globalizeitisystemandthe very different formghat the

roe2 ¥ 2Aft GF 1Sa A geodiraNdgiy @ldtion®@ityf iheSUyI J2 NI NEB

British and U.S. neo-colonial -era oil interests in Iran

In 1951, Iran became the first state to make a serious attempt to take control of its
national oil resourcefrom the nternational oil companiesince Mexicohad done so in
1938"" This waver two decades before othévliddle-Eastern and Latidmerican states
that would form OPEC nationalized their.oih that year,Prime MinisteMossadeglordered
the enforcement of nationalization laws previously adoptég the Iranian parliament, the
Majlis. The immediate outcome of this national movement is well known. The U.S.
Eisenhower administration and theiésh government ofthurchill organized th&é953coup

that removed Mossadegland placedhe shahback on his Peacock Tme. h June 2009,

" With the additian of Article 27 to its constitution, Bkicocreated PEMEX and madil the property of the
{GFrdSo { SSY & . »BNR NENGaoglé BoSKks @ elniadeNSsIlishing Group, 2006 62.
Accesshttp://books.google.com/books?id=_ZrZ9Xq VCcC
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some 58 years lateg U.S presidentfinally openlyadmitted Washington haaverthrown the

democratically elected Mossadegh governméht.

Technicallyhationalizationcontinuedin forceafter the coup as the shah realized it
would bepoliticallyunwise to openly reverse these lawgeverthelessbygranting
concessions and bringing back the IOC as operatdrshaf Y Q &s, hede factoF A St R
denationalized the fields’ The cerirality of oil inprecipitatingthis U.S. and British
intervention, as a reaction to nationalization, is obvious. Howeves,diplomatic
confrontation betveen the U.S. and Britafollowing the coup is alseevealing in this regard.
Althoughthe shah braight backBritish enginees and managersxpelled by Mossadegh
Britain was left with a much reducgzrcentage of the Iranian domestic oil sectdhe British
government had beepressed by Washington to turn ewva significant portio ¥ ! Lh/ Qa
holdingsto American 10€that, in the end, got a 40% sharéhe U.S. thubecame a major
power A Y L NI y @ &ongsterit with ®dpast3Madglobalbalance of power. The
Americans also settled mattevgith the Saudisin whose countryJ.S. oil interests had been

heretofore centereddo @ 3 S G (i A y agreémrito WS plans t@gnificantlyexpand the

rival Iranian oil sector. €S { | dzZRA NER & I  ahed béeNd dRpose ard yhtrdaseA Y LJdzt

in Iranian oil production olranianregional influence. Buthe Americans used the threat of
the Soviet Union gaining inflaee in Iran andfrom there within the Gulfproper, to rationalize
their new oilproductionactivitiesin Iran to the Saudisinthe assessment of thisistorianof

modern Iran ErvandAbrahamian,the U.S., ihyping the Soviet threat

'® president Barack Obamin his speech to the Islamic world, in Cairo, Eggait:“In the middle of the cold war,

the United States played a role in the overthrow of a democratically eleeteidhrgovernment.New York

Times¢ SEGY hol YI Q3Jufeld200.K Ay /| ANR

19 gaftermath: The coup inaugurated the denationalization of the oil industry. The new government gave a
concession to a consortium of major companies. In theory, the Natraméhh Oil Company remained in charge,

but in reality this consortium gained full control over management, refining, production, and distribution of oil. In
this consortium, 40% of controlling shares went to the Ashginian Oil Company, renamed BritiBatroleum;

14% to its ally Royal Shell (thus giving majority vote to the British); 40% to a group of American firms; and the
remaining 6% went to the French state company. The consortium was to give 50% of profits to Iran. In the words

ofthe new BritshKI NAS 5Q! FFFANBaxz al F2NNdzZ ¢ gl a F2dzy R GKI G
O2yaARSNBR SaaSydAalrtéeé oCh oTmkt SNAAIFI MppnkmMmnynpo® ¢2

$40 million in aid on top of $28 million rushed in Septempand $5 million secretly dekred the day after the
O 2 dZ[te £953 Coup in Iran, Ervand Abrahamian, Science & Society, Vol. 65, No. 2, Summer 2204, 182
Accesshttp://www.ge ocities.com/thelasian/195®oup-lran-CIA.html
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& Xplaces the coup in the contestthe Cold War rather than that of the Angli@nian
oilcrisis I Of I aaA0 OFLasS 2F yliazyltray &t akaya o
Iran uncer the reinstallied shahsoonbecame a bastion dfi.S. regional influencen ko
far as hidJ.S-armed regime wabuilt upto block expansion of Soviet influence, it was, of
coursg Sovieth Y Tt dzSy OS Ay (i KS olpoddciRyR@don tha wiad beikgy LJ2 NIi |y
0f 201 SR . dzil . GKS AKIF KQa reNier3tatey®nstartlyadriieny Ay O NJ
to increase revenue stems neededo maintain a corruptunpopular and repressive
regime?' Iy (A Y S I cankdi prickibekt@sustain his regime and its hangens,
become problematic fothe U.S Shortly before the RevolutioRresident Jimmgarter
successfully pressureddtshah to moderate higressure on world oil prices. But the shah
was in much more trouble domesticalihan the U.S. and its allies had realized, and this loss of
revenuesonly further hastened the development ofravolutionary crisi$? With the
Revolution of 1979, th&anian national movement finalle-expelledthe I0@ andthe oil and
gas sectorsvere renationalized The National Iraian Oil Company (NIO@©pk over full
2LISNY A2y 2 Telddl KSs taR dxygeattdtbtieée edphlsisogether with strikes
and strugdes amondactionsof Iranian workers and managers workimghe oil fidds,
dzy RS NJY A y S Ructive\chp@dyéfor 4 IMi. RThesidden loss of Iranian oil from the
marketduring the Revolutios I &2 Ay FlF O0X (GKS ol aAradnady GKS ¢
casethat U.S.and British interests in Irawere oilcentered, & least up to the Revolution, is
clear. As we shall sedn the globalized era oil remains the bagighese interestsbut the

forms of the interests have changed considerably.

The New Globalized OilOrder

Figure 2is a schemat representation of theewinternationalsystem thatemerged

in the decadeafter the OPEC Revolutiods shown in Figurg abouty p:2 2 F (0 KS §2 NI R

2% Abrahamianibid.

* The Paradox of Plenty: Oil Booms and P&tates (Studies imternational Political EconomiNo 26) (Oct 10,

1997) by Terry Lynn Kapp. 201207.

2 Nikki R. KeddéModern Iran: Rootsand Results of Revolutignyale University Press, 2003. See especially

Chapter 9,pp. 21 o = Sy GAGf SR a¢KS wS@OXt dzif A RFENYbFAR) GKF §RAA
on oil prices, the United states guaranteed continued arms sppliplomatic support and a downplaying of the

humanNRA 3 KGa AaadzsSo Ly 5S0S Y-pri€eiftderepdligy, while AnelcRn offitiatzRom ! NI 0 A
GKSYy 2y LXIFI@8SR R2g¢y KdzYl y pREk7IK{Ga Ay LNry Y2NB (GKIFy o068
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proven oil reserves are now nationalized, with 77% belontpr@QPEC states. | refer to Figure
2asa U B¢ S 3Tt 20 &m. orhidaERIf véhichsi ¢t dours@tual, isthe market
AGAaStTFs t20F0SR LINAYOALItfte Ay bSég ,2N)] |FYyR
and retraded, in dollarspon the spot and futuremarkets. Here, poducing and consuming
statesare no longejoinedin bi-lateral connections mediatd byspecificlOG, but are joined
onlyindirectly, via the marketwithout the direct dependencies of the former systerind,

without concessionghere areno longer the sameationales oradvantage for the 10C to be
vertically integrated. Aftetheir concessions were taken from thethe IOG eventuallyspun

off the bulk oftheir pipelinesrefineries andorandedgasoline stations antbdayengage

mainlyin upstreamexploration and production ofgtroleum (E & P).This isprecisely thesort

of systemthe OPEC states had hoped to attaiith nationalization, one where they
themselvesselltheir oil productiondirectly to the marketwithout secretiveforeignlOG

running the show.However as we lave seensincemuch of the rason the 10Cs had

previously built upvertically integrated companiesasto regularize/guarantee)profits by
escapinghe vicisstudes and volatility of @etroleum market how wouldvolatility be limited

and security of suply guaranteednow, after nationalizationin amarketcentered systerA

And, how, in very specific terms, does Iran (and, previously Irag and Libya in particular, and to
some extent Venezuela) come into such sharp conflict with the@E&D vision for the

marketcentered oil system?

Security of Supply
¢CKS YIAYy SftSY@ywhba 3z RodtZRI0E NSt ¢ 2Af &aSOdaN

1. Theopen markefitselfthat forms a single, comman | f 6 SA G QOANIdzZ € a3I€
consisting of the spot and future martsg throudh which essentially adlil exportsare
circulated toconsumers. This market operates in U.S. dollars.
2. Theemergency oitapacitief:
a. Saudi Arabigdandoccasionallyther OPEC statgswhichcan be rapidly brought
to market when there is aupply shortfall
b. The Strategic Petroleum Reserves (SPR) system ofdah#er states of the

International Energy Agency (IEA)tleé Organization of Economic Cooperation
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andDevelopment (OECDglong with any commercial reserves held within
thesestates at agiven time, all of which cabe brought to market during a
severesupply crisis.
3.¢CKS LYGSNYyFrdAz2ylrf 9ySNH@& C2NMHzYy 6L9CO | yR
consisting, respectively, of representatives of major commercial oil companies and
state erergy ministriesinvolving over 80 states
4. U.S. Persiafsulf regional hegemonywith the aim of insuringione of the locamajor
producingstatescan projectsufficient powerthere to dominate the production oany

other(s), thereby undermininthe global oil market.

Cdzy RI YSy (i I f fageh this systemashdulN$agctibas bedifted, over which it and
the U.S. clashEach point here requires some explanation before we look at the implications

for U.S:Iran relations.

The I0&are no longein acontrollingrole; but they are majomarket players
alongsidethe national oil companies (NOG) OPEGtates RussiaChina,and others Today,
everything center®n this market. In elaborating the characteristics of thisystem, will
emphasizehe perspectives oftiree of the most authoritative and influential mainstream
analysts of internationaloil markets Daniel Yergin, Beard L Morse, andAmy MyersJaffe?*
According toYergin writing in Foreign Affairs

Gal N] Sia ySSR (i 8ourcedf sttty i ThgmisesS Fhe énargyl
security system was created when energy prices were regulated in the United States, energy

trading was only just beginning, and futures markets were several years pwayduringand
after the firstoil crisisof 1973¢ ¢ ® h (XéddéyBlarge, flexible, and wlinctioning energy

BaeKS LydSNa/E O2NMzY OyoSaNd Ad (KS g2Nf RQa fFNBSad NBOdzN
that participants include not only IEA and OPEC countries, but also key players like Brazil, China, India, Mexico,

Russia and South Africa. The IEF countries accounidre than 90% of global oil and gas supply and demand.

Through the Forum and its associated events, Ministers and Energy Industry Executives participate in a dialogue

which is of increasing importance to global energy security. The IEF and the gletzgl dialogue [also called

0KS aO0aINPREENNICRIIQBEDBdzENS LINPY2GSR o6& | LISNXYIFYySyid { S
vdzZk NISNJ 2F wA@lt RKZ { I dzRA "hthpd/ @viwp.i@fs.ord s8/Ragels/maéSasiix IS | 00S a
51 yASt |, SNHAYY Ibidziard 2otudde? & Cambriddd Enengh AssBdiakes, one of the two

preeminent energy sector consulting firms; Ed Morse: a leading specialist on the commercial aspects of the
international oil and gas sector; and Amy Myers Jaffsociate director of the Rice University Energy Prognam

Houston, and author of numerous scholarly and professional papers on the energy sector.
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markets provide security by absorbing shocks and allowing supply and demand to respond

Y2NB ljdzaOlfé FYyR 6AGK INBFISNIAy3aSydaaide GKIy
All producers suply the one global barrel, and all consumers draw fronifibne

supplier, even a majarne, drops out for some reasonwhether due toa revolution, natural

disaster, war, U.S. sanctions, et¢he entire barel dropsits levelby a bit, andall consuming

countries equallyshare the burden imigher prices.No state(s) become seletively paralyzed

or a burden forother gates This is a new, collective type ioternationalenergy security.

According taMorseand Jaffe

G!'y 2Af &K2 NI T brid will progfugasal &ghdbpride yise i &vBry abuntry,
irrespective of the level of national import dependence, as long as markets are allowed to clear
without government interference.

G¢KS ! YAGSR {GFrGSa Ydzaid FIF0S dz2Xig2l8KAEKSS
F2NBaSSIFoftS Tdzii dz2NB X (i K S-loddldzipfiier antl kedst epBnsiveA y (1 K S
source of oil to meet growing demand. The global nature of oil trade and pricing means that it
matters little if Gulf oil flows to Asia or to the Unit8thtes. Middle East Gulf pricing and
ddzLJLX & (GNByRa gAfft FFFSOG SySNBe 0O2aia | Nedzy

Unlike the old systemas long as producing states continue to deliver their oil to the
global barrelwith no political or otherstrings attachedand all consming states have equal
rights topurchasethere what oil they reaiire, there is nosignificantmotivationfor any
consuning state(e.g, for any Great Powetd enter into conflict with anotheas in the nee
colonid era, especially as was seleefore and duringNVorld Wars | & Ilwhether it wasto

acquire coression®r some preferentiabi-lateraldelivery contract There is no aspect of-bi

® SNEHAYQa 02y lAydi didr yYihdadrddidasecafity SR gréwing LNG market and

thereby boost the confidence of the countries that import it. [LNG: liquid natural gas. Note: if most

commercialized gas were to be liquefied and transported by sid truckdike oil, rather than a now, by

pipelines, it toovould becomeompletely fungible, and the elements of a markenhtered security system like

that for petroleum could come into being ®h Q5 ® 6 ¢Kdzas 3I20SNYYSyila Ydzad NBaa
political pressure and micramnage markets. Intervention and controls, however well meaning, can backfire,

slowing and even preventing the movement of supplies to respond to disruptions. At least in the United States,

any price spike or disruption evokes the memory of the infamasidiges of the 1970%. Yet those lines were to

a considerable degree séfifflicted-- the consequence of price controls and a helaayded allocation system

GKFG aSyd 3IraztAays sKSNB Al 6Fa y2DanebrdmEmurhg/ R RSY A SR
Energy SecurifC 2 NBA Iy | FFFANRI al NOKk! LINAf HAnnc® hyS- Y& y2i
regulatory abilities of markets; but, the point here is to illustrate the central role of the marketradimhale for

its role n the present energy security system.

% Morse and Jaffe, Council on Foreign Relations, 26@i,

T.W. @onnell| twod@umich.edy http:// TomOD.com Pagel4 of 45




Dratt ¢ Do not cte without author@ permission

lateralor mercantilist dependence hereQil is now completely fungiblep matter where

Middle East  is delivered, its price and supmffects all consumeris like manner’

If one or more suppliers fail to makkeliveries to the global barreind this leads t@
real dearthof oil available on the market, there are two options at presfor emergeng
inputs to the global arrel {iz.points 2a and 2In our list above)these are showas
additionsat the top, inFigure 3 One is the excess capacity of Saudi Arabganyother
OPEC statthat may have such capacitghould this Sadi spare prodution fail to end the
crisisthe Strategic Petroleum Reserves (SPR) of the International Energy Agerny
released onto tle market in a coordinated mannefThe origins of the SPR go back to the
Arab-OPEC Oil Embargo of 1973 when U.S. Secretary oft&atg Kissinger proposed
forming an organization of glob&lorth states to confront the new economic and political
power of OPEE. This is the origin of thEEA which can be characterized assort of
écounter-cartek of the OECD oitonsuming states ith whichto confronti KS & O NII St ¢ 2
producing states. To become a memberlof tEAan OECD state was required to accumulate
an SPR equal to 90 days worthitsftotal imports. This is a volume of oil much greater than
that which wascutoff during the first Arab Oil Embargo. Thecumulationof oil in OECD
adl (S aedtralzadivir 9 / Qa S Y0 I, andird OBES Istatls yiaxer again
attempted to @rry out an embargo. Andhé SPRs were very successfully used when a
coordinated release wasrdered to address loss of oil production and refinery capability
caused by the Katrina hurricane. This disaster had temporarily destroyed about 2 mb/d of U.S.
oil production from the Gulf of Mexico and Louisiana regiénstanding committee ahe IEA
automaticallytakes control of these reserves and orders their distribution as necessary in any
oil-shortfall energency that involves the loss of a certainssLJIS NOSy G 38 2F (KS

normal volume.In the days before th&PR system, due to the céftof supplies during the

72§ aKzdzA R FRR G2 + FANBG RSIANBS FLILINREAYLGAZY ®E Ly
delivered to the Far East. Sétnald Soligand Amy MyersJaffe a! b20S 2y { I dzZRA t NAOS 5,
Journal, Vol. 2No. 1, Jan. 2006t 5 S&ALIAGS (KS RS@St2LIYSyd 2F Ly AYyUSNylF Ga
the resulting opportunities for arbitrage, Saudi oil continues to be shifipedhrkets in the U.S. and Europe when

closer markets are available. Furthermore, these Western sales take place at fob (Saudi Arabia) prices that are
f26SN) GKFY F2NJ SELI2NI& (G2 OdzAdG2YSNBR Ay GKS CIFNJ 9l &adoé
BwAOKENR {02005 &l A& igg Agency2 7airkdth YL yhiNSINBA YA 2 BaRE  { AyNSHzO 0 dzN
Accesshttp://www.iea.org/Textbase/nppdf/free/1990/lieahistory.pdf
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Arab oil embargolong gas lines formed in the U.S. and there was much confusion as to what

the state of oil supplies actually wa¥ergin writes:

Contrast that to what happened immediately after Hurricane Katridanajor

disryption to the U.S. oil supply was compounded by reports of price gouging and of stations
running out of gasoline, which together could have created new gas lines along the East Coast.
Yet the markets were back in balance sooner and prices came down mukly tjun almost
anyone had expected. Emergency supplies from the U.S. Strategic Petroleum Reserve and other
IEA reserves were released, sending a "do not panic" message to the filarket.

These SPR die IEAnow contain about 4.5 billion barreleld by menber states
whenone includes commercial stoc&S But, before calling ofEAstrategic reserveghe
Saudi royals have historically guaranteed they would rapidly bring their surplus production
(theirsoO f f SRyGaKdzd 0 (2 YI NJDhiing theybeginor@Qsof dotyf U.S.y & 4 |
warsinvok Y3 L NI |j = ( K@bply feadzBRyAmaking their piargé &Gpacity rapidly
available to the world market. Similarlgluring the later years of th&.W. Bush
Administration,would Iran have been attackd by the U.Sas was often threatenedcausing
LN} yQa SELRNI 2F NRdzAKfE &tobesuddynly feidvedyrondtheNINS f &
YEN] Sz GKS {ldZRA&a KIFIR 3IABSY FANY | 4adzN» yOSa
capacity would be on the maek within about two days? Quite likely, the EIA would not

have to activate the SPR system, just as Saudi emergepgly assurances beforedlirst

Gulf War convinced th#zA general secretarit was unnecessary to do so.

Whendemandfor oil reachedan historic high aroundwe of 2008(along with prices)
Saudi egesscapacitywas by then aan historic low of about 1.9nillion barrelsper day On
the one hand, his change was due to tHaigeincrease irglobaldemand ovethe past
several yearfrom China, India and North Ameri¢all of which has beemitigated,for the
time being by the global economic cridisat began in 2008 On the other handthis low

level of surplus production capaciyalsodue towhat many see amsufficient additios to

# Daniel YerginEnsuring Energy SecuriBoreignAffairs, March/April 2006.

% As ofMarch 2009, IEA states have2l®F 8 & 2F | ff YSYoSNBRQ (20Ff AYLRNIA 2\
industry stocks and 63 in public stocks. S$e#n://www.iea.org/netimports.asp For U.S. SPR levels, see:

Strategic Petroleum ReservQuick Facts and Frequently Asked Questions, US DoE. Access:
http://www.fossil.energy.gov/programs/resenggspr/sprfacts.html

L E|A statistis, 2007, accessed June 2009

% private communication, U.S. official in contact with the Saudi leadership.
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supply capacity in recent years I8audi Arabia andther OPEC statess well as by I0Cs

However, much of thikack of added capacity in OPEC states has cleaely due to longerm

U.S. sanctions on Irafibyaandlran. The sanctions regimkastedfor about13 years in the

case of Iragq and about ten years in the case of Libya, lwitil- y @haingid foscesince 1995

Precisely a intendedthey significantly redicedthe ability of these state® maintainor

expand their oil production cagities In additionVenezuel® & LINP RdzOG A2y Kl a O

drop in the aftermath of thenti-government oifstrike there in 2003°

Saudi commitmento deliver their excess oil in times of market emergencies is only
one aspect oftie closerelationshipbetweenSaudi Arabiand the U.S. that haspanned
several administrationsssentially unchanged-ollowingthe U.S. invasion of Iradaffe,

Morseet alwrote:

G¢KS . dzAaK ! RYAYAAUNI GA2Y KIFa O2yGAydz$SR (2
tsform- £ Sy SNH& adNIdS3e o0GKS a2z OFftSR b/ KSySe
international arena could have been written under the Clinton Administration, or indeed under
Bush |, Reagan or Carter.

G¢KS OSYUSNLIASOS 27F (laiSnshiptlivithi Simddi Ajatizza A a b K
strategic quid pro quo under which the United States would guarantee the security of Saudi
Arabia in return for Riyadh's cooperation in keeping a reliable flow of moderately priced oil to
international petroleum marketsThe first pillar of the special relationship is the decisive role
that Saudi Arabia plays in international oil markets. Riyadh is not only the world's largest
exporter of oil, but possesses a quarter of global petroleum reserves and, significantly, excess
capacity for use in an emergencyhe second pillar is the ability and willingness of the United
States to intervene militarily should Saudi Arabia be threatened. Washington did so, most
notably when it rushed troops to Saudi Arabia when Iraq invaded Kdwgit mdpdpn @ X GKS
U.S. relationship with Saudi Arabia has not changed. Saudi Arabia has ditigab#yt more
quietly-- continued to raise its oil production in times of war and/or market emerge&ewyior
officials in both Riyadh and Washingtos@lcontinue to downplay differenceldeed, Energy
Secretary Spencer Abraham has cultivated Saudi Arabia, even going so far as to suggest tacit
U.S. approval of OPEC price bands and financially supporting the establishment of a secretariat
for a new intenational energy forum in Riyadfi.

* The chavista government has been uleaio recover technological and managerial abilities lost due to the

strike, and this is exacerbated by a policy of excesgnttaking that has not lefthe state oilcompany, PDVSA,

with the funds requiredo repair or expand production.

¥49¢KS bSp DS2LREAGAOA 2F hAif ¢ ViRedNationalMgfeStawintet Y& WI FF§
2003/2004. Accesstittp://www.saudi-us-relations.org/articles/2004/i0i/04010&eopoliticsoil.html.
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The International Energy Forum (IEF) referredece,andwhich waspoint number
threein ourlist of theelements of the present oil security systemas founded ir2000based
onalINR LJ2 a I £ Bnérgy/SécretdrBifRickbédsonandthis wasfollowed up by the
establishment of the IEF standing SecretafiBESh 2003 in Riyadh,a8di Arabia It was for
this IEFS thaB2 @ . dza K Qatret&wABrhlAM cordtributed funds. The IEREFSSs the
embodiment ofthe much vauntedt LINR ROd2G/SaNdkY S NJ b&wekerf GPEQIa8Ethe IEA
That isjt ingtitutionalizesthe process oNorth-Southmarketandenergysecuritycollusion
that began atier the Saudi Netback crisis of 198G, a date that markthe beginning othe
globalized oil era This came at thend of aperiod of intense NortiSouth confrontation
during the decade following natiotiaations,a transitional periodbetween the old nee
colonialoil systam and the new globalized onelhe IEF/IEFfaS projets to insureavailability
of accurateglobalproduction information and market transparencguch as JODI (Joint Oil
Data Initiative) it provides logistical support (such as to China, in construd@sngvn new
SPR)andisa venue for regular, faem-face meetings and coordination between important
market participans. In asense, it substitutes for any of the production and distribution
coordination features that the old vertidglintegrated 10€ achieved usingartel agreements

amongstthemselves

The willingnessf the U.Sto go to war on behalf of the security of the Saudi state and
its oil reservess citedabovel & (1 KS da{ SO2y R [tdzRAf IONELI2GRA Init K Sw § f gt
fact, the U.Smaintainsthis sort ofspecial relationshipot only with Saudi Arabia, but witthe
other OPE corestatesas well, includinguwait, the UAE, and Qatafrhe content of this
special relationshifs that these stateare U.S. protectoratesWhat is extremely striking in
this regard is thathe U.Shashad a very di#rent sort of relatioship withother OPEGtates
such adran, Iraq, Libya, and latelyo some extentwith Venezuela What, if anydifferences
in the material interests or conditionsf these twoOPE@roupsimpelthem into such
different political relationships with the U.8ndinto conflicts within OPELCThs bifurcation
among OPEC statesthe otherimportantelement ofdhe NB f S 2 FinUiSgeo | T FS O

strategy in the Gulf Region, and in Ji@n relations that we must examia
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Basis of two OPEC factionsand two U.S. policies

There are two aspects oil within the Gulf Region itself that crucially affddtS.geo

strategy there:

1. Sixstatesthere have aboutt0% of dlconventional oil reservesvhilethe Middle East and
North Africa(MENAYogetherhaveabout66% The region will greatly increase itsarket
sharein coming yearsAny ideaf the Gulf,or MENAstates generallypecoming less
influentialin the oil sector in coming decadase mistakert>

2. However,beyond this gneral importance of the regiqthe U.S. has obviously had a
marked and persistent difference in its attitude towards different states ofMHeNA

Region.

Regarding the first poinkigure 6and Figure 7showthe reserves of edtcontinent or
major ge@raphical area, with a breakdown of the matatses of the Persian Gulf withihe
Middle Eat region® /[ £ SINX & (cendentibriadiliesodrées gre/Vergufievenly
distributed, with a high concentratiomithe Gulf RegionFigure 8 showing theranking ofall
oil statesby theirproduction leve$, showing Iran to ba digant fourth in this groupbehind
Sauli Arabia, Rssig and the U.S.A However, for the size of its reserviesnand other OPEC
states of the Gulf Region are not producing oil at anywhere near the rate, as a fraction of
proven reserves, as are most global north producef$ie present powerhouse producers of
the GlobalNortht Russia, the U.8which does not exporf)Chha amé, México(which
although a developing statbaslongbeenconsideredo be a WafeQGlobatNorth producerby
that blog and actually belong® the OECD)China, Canadand the BritishNorwegian North
Sea(Britainis not among the tp 15, howevetheir productionshouldbe addedo that of
Norway toacairatelyreflect the size of the Nrth Sea projegt are pumpingheir reserves
out at a much higher rate than the Giiegion statesThat is to sayte GulfO 2 dzy i NA S & Q
reservesto-LINE RdzOG A2y NI GA2T 2NJ awt NI GA2Z¢é A& YdzOl

% Global Oil to 2030: A Quantitative Asseent in the Context of International Affairs ¢ K2 Y+ & 2 ® h Q52 vy
International Relations and Security Network (ISN), Zurich, Switzerland 2 May 2007. The paper concludes that
because oil demand has become highly inelastic to price pressures and lypvprogressive depletion of the

aging oil fields in the Northern Hemisphere, global dependence will increasingly concentrate on Persian Gulf oil.
Accesshttp:/ /www.isn.ethz.ch/isn/DigitaLibrary/Publications/Detail/?id=30696&Ing=en http://TomOD.com
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North. TheR/Prath 2 F (KS ¢ 2 pbdBeora arghawnlin Figussdf& ¢003,
before the U.S. invgon of Iraq cut its production even more than it had beefs the North
exhausstheir reservesthe Gulf regiorwill inevitablysupply amuch larger percentage of
world production. In this sense, the hypearoncentration of U.S. foreign and militaryfafs on

the region is not illogical or arbitrary.

However addressing the second poirs discusseeéarlier, theU.S.and other First
World states (i.e., IE®ECD states) generally see DBEC core states of Saudi Arabia, Kiiwa
GKS 19 WwRYWSIATENMK RSP B AYSHRSG LI 8SNAR GKFG L
NBfFGA2YyaKALE a ! ®{d LINRPGISOG2NI GSaod aSlysK
very different category with respect to the U.S. ahd First World. Isthere some faabr to
be fourd within material interestssome undelying economic conditionthat can explairthe
persistentand stark differencesbetweenthese two sets ofOPEC statas their relationships
with the U.S.?

Lookingat Figurel0, among theaverage expdrvolumes per day of the top 15
producers, Saudi Arabia stands out above all OPEC states, and, dloRyssiaboth tower
above theoutput of any othemproducerworldwide. But,no differentiation betweenthe two
groups ofOPEC statestands outbasedsimply on oil productionlevels. Similarlythe amount
of total revenues garnered by ea€PPEGtate isroughlyproportional to the number of
barrels eactexportsin a given yeat’ Howeverthe amount of rents avéableper capita
should indicate the relate ability of eaclstate to attaina given levebf development
internally,that is,to divvyup rents betweensociatleconamic developmentthe military,
enriching upper classes, middlememdetc. Addressing the pressures from the persistence
of largeimpoverished lower classasight havesystematic effects on the policy of a given
state within the marketdnd within OPEC), ariencemight affect its relations with the U.S.
Data on export incom@er capitais shownn Figurell, 12 and 13, for the major GulfRegion

and NorthAfricanOPEGtatesplusVenezueldrom 1960 t02008 usingdata fromOPECWe

®ed2 ® hQ52yipidSt f £ %dzNA OK X

37 All states do not get the same average price per barrel. The difference between the jicen state receives

for an average barrel fdts crude as compared to the price as quoted for, say, Brent or WTI crudes on the

London or NY markets respectively, depends on the difference in the quality of the average market basket of the
crudesthests S LINBRdzOS& 62F (GKS olFaisSiQa I@gSNr3IsS 1tLo d2 GKI
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now see a cleadifferentiation betweenthe two OPE&tate groupingsof interest iz, point 2

above) NotaBene the vertical axis o the first of these three graphsn Figure 11showing

Saudi Arabia, Kuwait and the UABS a scale tetimes that on the vertical axesf the other

twot its maximum is ,000 per capitavhile Figure 13showing Iran iad Iraq, and Figuré&2,
showing Algria and Venezuelaave maxima obnly $4600 per capita In other words, the

OPEC core stated Saudi Arabiat alhave roughlyan order of magnitude greater income per
capita from oilexportsasdo Iran, Iraqg, Algeria, Veneela and in fact,all other OPEC states.

We can see this clearly even in the last year of the internationglrizié surge, in Figure 14,
showing the average income per capita for all OPEC states and the states which are above and

below this level. The disparity intodbe twogroups is quite stark.

Thisdistinctionin export income per capithetween these two groups it due to a
great difference in the absolute sizes of theil production rather, it is guite generallgiue to
differencesin the size of theipopulations. Tht is, the lowexportincome per capita group
has much larger populations than the other groupithin the high-import-income per captia
group,Saudi Arala, however, does hawauch greateproduction capacity than any of the
othersand, althougtrapid pgulation gowth over the last couple decades caustxiper
capita income to béelow that of the others in its OPEC core grptiplearly remainsvell

within the high-exportincomeper-capita group.

This bifurcation into two distinct pecapitaincomegroupsleadsto categorizing the
lower-incomeper-OF LIAGF ht 9/ aidlFdSa Fa (KGPEG®Eostatés | 6a2 N
with highrincomesper-capitaasthe OPEG f 2064 2 ND S NE e Bakifor thesg @ ¢ K
appellationsis thatti KS & KA 3 K téswith theidia§eNand geriedally quet
impoverished populationy $ SR {2 & | 0raiz Kebtg possikléSo méaiteEwhathe
situation in the market. For exampldey have serioudifficultiesloweringoil prices even iit
may be in their longerm business interest®, say,preserve market share by discouraging
new exploration in the global North and/or the developni@i more efficient automobiles,
etc. They aresimply toodesperate for funds tanaintain their impoverished populations,
meetlargeforeign debt obligations, etcOn the other hand, thélow absorbe¢ 3 Ma&sdzLJ

such high income per capithat they havebeen able to establiskelativelywealthy
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populatiors, and, so¢cantake a longerm, more businesslike appach to pricing, modexting

prices when it is in their long term interests.

This economic bifurcationas beerrobust over the entire life of OPE€date.®® Even
a50% increasenioil production by any of the relatively impoverishéiighabsorberstates,
or, for that matterafull doubling of their outputwould not put themnear thecategoryof the
low-absorberstates.This difference in econoim circumstancesespeciallyntense when
prices fall tdow levelseadson averageo significant differences in thpoliciesof low
absorbers as vs. high absorbersha oil market. These differences can gihseto sharp
policy clashebetween these twofactions inside OPEARd in dealing with the U.S in
particular. So too,on average one firglsimilaritieswithin each of thesemups, as far as in
theirstate) AY Ui SNY It RSPSt 2LIVSyild LRftAOASEA®

In short, te political distinctiongraditionally made by theU.S. between the two
groups arenot merely theresult ofhappenstance ithe sociatculturalpolitical trajectories of
these sates Thelow absorberdiave beerconsideredby the U.S.since at least the 1980as
GK2ySalés aodza A ywoddofl matké candlallliesto SeNaEotectegl militakiys
This is not to sathat there are not sharp differences times baween the U.Sandthese
states;but, these differencesake place within theontext oftheir being US. allies On the
other hand, within thehigh-absorber faction ofran, Iraq, Algea, Libya and Venezuela one

findsstates that the U.S. has often conside@dNBSHdz > & Styasaspossars of

% A more detailed treatment shows that over time, while the two factional foci within OPEC remain well defined,

some states tend to move from affinity betwe®@ne focus and the other, constituting what one knowledgeable
20aSNIBSN) GSNYa | GKANR 3INRdzLJd {SSY daht 9/ 3 tl M tNBa$s
in the collectionThe New Global Oil &ket Understanding Energy Issues in thedtf EEonomy,Siamack Shojai

Editor, Greenwood Publishing Group, 1995 Access:
http://books.google.com/books?id=UleZJ0I150j4C&printsec=frontcover#PPA95 M1

PThissai y20KAYy3d +Fo2dzi GKS2NRASa 2F aNBydGASNE adlFrdSas o2
theories that are generally presented in a manner that is not falsifiabte claim that petroleum dependence

breeds especially undemocratic stat@gquality, underdevelopmenffails in gatistical comparisons (regression)

of so-called oil rentier states usingpntrol groups énon-oil-producing states. A comprehensive study, allowing

for a null hypothesis, shosd no positive correlations save folideria (S. Haber, Stanford; presented Aug. 8,

2008, IESA, Caracas; and

http://www.stanford.edu/~haber/papers/HaberandMenaldo_Does Oil_Fuel Authoritésianl.pdf). This is not

to say petroleum moneconomies do not have highly negative consequences. Rather, these consequences are

within a context of, for example, Venezudistorically being consistentlyetter off in mostsocio-economic and
democraticindicators vs. a regional bort of other northern South Americastates.
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0 S NNZER d¥ikai ityaéchises oflevelopngéw S LI2ya 2 F Y a4 AWHESHRe(d NJzO G A 2
two group<Hifferencesin their relationships to the U.&re stark, hisis not to say that

economic factorgletermine politics as some an law. In fact, especially over the last 20 years
sincethe 1990 Iraqi ocquation of Kuwaitthe U.S. hasvorked very hardo change the

policies/politics of higkabsorber stateso resemblethose of lowabsorber statesndhashad

somemarkedsuccess in this.

Consider thatran,Iraql YR [ A6&l ¢6SNB f2y3 i (kB KSI R
whichthe U.S. had imposed sdians. However today,Iraq and Libyare consideredd | € £ A S & €
of the U.S.andaccepted as respectable players within tjiebalized oil system. Algeria, for
its ownreasons, has been much lessonflict with the U.S. vision of the international oil
systemsince it embarked on strongneo-liberal policy for its oil company in theid-1990s
andforcefully extended this iits hydrocarbon laveof 2005. Furthermorenithe wake of its
fierce civil struggle against tiendamentdist insurgencyAlgeriahasnow, since 9/11 in

particular,movedmuchcloser to the U.S

The exceptionn thistransformation of formerlyéradicak states in the high absorber
group towardsobusiness liképlayers and evet).S dallies is Venezuelawhich was long
rather closely aligned to the U.@.itsinternational oil-market policyand political positions
Figure 1Zhows that, irthe 1960s especiallyts per capita export ineme was significantly
higher,rivaling Saudi Arab@& atthat time, atime whenboth Venezuel& populationwas
muchlower, and its productiorhigher. In those yearshe idea (and associated politics)
developedthat it might evolve intca 6Sauditauela  &tiadnaihSr Saudi ArabiAKA dow
absorber). Thisundoubtedly had much to do with its nationalizationthe 1970s having been
the mostconservative of any OPEC stadad itsnational companyemaining thereafter quite
close to the érmer cancessiorholdinglOCs However its population kept risingsignifi@antly,
with production unable to keeppy putting its percapitaoil income at a levalemarkably
similar tothat of Iran, Iraq, Libya and AlgeliseeFigures 12 and 13neanwhile, Saudi
productionand percapitaexportincometook off). In sync with thisconomic trend
begnningwith the late 1990sYenezueldinally went over topoliciesconsistentwith its high

absorbersituation. However,Venezuela has no major gtoducingneighborit candominate,
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thereby severelyhreateningthe integrity of the global oil market Fa this reasongven with
thischange in policies since the Bolivar@avista revolution, it does not come into conflict
with U.S. petroleum gestrategy withanywhere near tahe sameintensity asdo/have

Persian Gulf oNorth Africanhigh-absober states

This leaves IranAlong wth Iragq and Libya, it is the othenigh-absorber that the U.S.
haslong openlychallenged. NJ yo@ Evel ofper-capita income from oil hasfluenced its
positionswithin OPEQ & Y I NJ Saitd iritierdlakicDs\w@hitie U.S Nevertheless, this
alone camot fully explain the extreme vitriol the confrontation has entailed both sides To
understandmore satisfactorilywhat it isthe U.S, as the Regional hegemon, seedaywhen
it looks at Iram or, perhaps more accately, what it fears in the future when it I&sat Irarnt
we first look at thehistoricalexampleof the reaction of the U.Sowardslragwhen it

occupiedKuwait.

3. The U.S-lran confrontatio n

The Iraq-Kuwait paradigm in U.SIran policy

Whenlrag,acoy G NB G KSYy KIF@gAy3d GKS g2NI RQa aSO2yR
I O2dzy GNBE SAGK (GKS F2dz2NIGK fFNBSaid NBaSNpSax
came to control as muctonventional/lightoil as could be found elsewhere only in the
reserves of two entire continents (this is ewidefor example, from Figurecrecall that most
of the new N. American oil shown there is tar sands, a very heavy oil in Alberta, Canada, not
f AIKGZ WO 2 yirzh8dffianAgivehlthe Sirenggth dfeHraqi military in August 1990, in
principle Hussein could have pushed on to occupy or destroy most of the oil production
capacity of Saudi Arabia, a state with oil reserves larger than any two continents elsewhere.
The U.S. quickly moved troops into Sefichbia. In the logic of the globalized oil system |
have traced out here, clearly there would be no real oil market if, for example, Hussein
demanded a premium for IragalusKuwaiti oil, took it off the market, or etc. Anas far as
political economyand geaostrategyare concernedit was for this reason thahe U.S. coalition
drove Iragi troops from Kuwait in late February 1991. In assessing the Gulf War, Daniel Yergin

writes:
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¢Saddam Hussein's bid to dominate the Persian Gulf had been foiled, and it appeared
that the world oil market would remain a mark@tather than becoming Saddam's instrument
2F LREAGAON YIFEYyALMzZ  GA2Y 0 XE
¢CKS &aSOdNAGE 2F5 EALISOATAOIffesE aldKS @g2NIR 2A

Morse and Jaffe, writing for a commission of the Council on Foreign Relations:

G ¢ K Sust! 1998 Iraqi invasion of Kuwait withessed a major test of global energy
security. That test was readily met, creating a deeper sense of complacency among oil
O2yadzyAy3a ylI GA asypplysecity whsia KgoaliSske cenferiting the coalition, it
could be assigned a back seat to issues of international order because of three critical factors:
M P {]MdzNJ_Jt dza / I LI OA (i B, and 3. Market MechildsuzS Joi Y LikSI A3SANGD Shay
original

These are the three elemertsalong with U.S. predominance the Region | have
stressed as being at the center of the globalized petroleum security system. Here Morris,

Jaffeeet alsay these three aspects of the system actually worked so well in reaction to the
LNJ ] 200dzLdr G A2y 27F Y dzésénaeldf conipladerty addlig-oili S | & 2 N

O2yadzYAy3d yI{iA2yaodé
I FGSNILNIIjQa (NIl yaaNBaairzyszr (KS !'o{od t2ai
f SF RSNEKALI 2 NBaLISOG GKS aeé adcBovigihatkeptdrdya Ay

“* Daniel YerginEnsuring Energy SecuriBoreign Affairs, March/April 2006.
** Morse and Jaffe elaborate on these three factors as follows:
1. Surplus CapacityThe U.S. embargo on Iragi and Kuwaiti oil was naassible by the existence of
SEGSY&aA DS adzNLX dzd LINR RdzOGA2Yy OF LI OAié St aS6KSNBod >
AYONBLIasSa FNRBY {ldzRA ! N} oAlX +*SySTdzStl X ! 6dz 5KF 643
coalition against Iraq. Preuis surpluses also had cushioned the market with unusually high commercial
stocks of crude oil and products.
2. StrategicReservesThe more than 1 billion barrels of strategic petroleum reserves in International
Energy Agency (IEA)ember countries loomed ovthe market, depriving OPEC or other oil producers of
market power. It also restrained speculators, who would lose financially if those reserves were released.
In the case of the Gulf War, the IEA system fulfilled its original mission to serve agentiétemarket
manipulation by adversaries during a crisis. Its very existence served to damp prices under the new
market conditions.
3. Market MechanismsThe deregulation of petroleum and refined product markets in the 1980s and the
growth of futures anddrward markets provided rapid and effective adjustment mechanisms. These
RSPSt2LIySyia FILrOAfAGFGISR NBFAYSNAQ 2NRSNI & GNIyaal
from Saudi Arabia, Venezuela, and Abu Dhabi, whether those refiners wasst ivsia, Europe, or the
2S5S3aGSNY | SYAALKSNBd¢
G{GNI GS3IAO0 9ySNHe t2fA0éY /KIftSy3asSa F2N dKS wmald /Sy
James A. Baker Il Institute for Public Policy of Rice University and the Council on ForéignRefad ¢ T 9 Rg | NR
Morse, Chair, Amy Myers Jaffe, Project Director; Council on Foreign Relations, 2001.
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outside the ranks of major players in the oil system for some 13 years. Throughout that time,
023SGKSN) gAGK . NRGIAYS (GKS | ®o{® FT2NOAOGE& fAY
import sanctions, inspections, Hty zones, etc. until an opportugit FA Yyl f t & | NRraS ¥
OKIl yaSd¢ ¢CKS FTAY 2F GKS 200dzLJ A2y gl a G2 N
2 aKAY3AG2y G2 YI ylF3S L NFIhthedpostboepatibnyaRahgmmen? A LI
that the U.Sleaves behid, Iraq will not easily use proceeds from its setombe-greatly

expanded oil revenues to again project power in the Persian Gulf Region, thereby undermining

the world oil market to its advantad®. Today, after almost seven years of occupation and a
bloodywar, IF [j A& ljdZA{GS RAFFSNBYG FNRBY dzy RSNJ G KS . |
| NYSR C2NDSa gAff YIFIAYyGrAy 2NRSNI gAGKAY GKS
be able to project power only as an appendage of U.S. forces in the Regiomwa$ e

bottom-line aim of the U.SBritish invasion, and it is roughly the final outcome of the conflict.

jab]
-

¢CKS FAY 2F gKIG KFa 02YS G2%washeveryisvsy |
colonial protection of concessions or of U.S. and British IOCsvas ih the U.SBritish
reaction to the nationalization of Iranian oil some 40 years ago. It was enforcement of the
one-globatbarrel, marketcentered oisystent still carried out by regime change and armed

force as deemed necessary, but with differentiegoals.

Note that Libya, in the face of continued sanctions, and under increasing pressure
about support for terrorism and against its nuclear program, did not wait to be invaded as Iraq

had, but instead opted for a negotiated transformation to becomingg®. NRA G A a K &G f f & ¢

leaves Iran the sole holdout among the BuBheneyRumsfeldet-l £ I NP dzLJQ& 4! EA &

*21n fact, it was this limited vision of the Bu§heneyRumsfeldRiceWolfowitz/neo-con group for the

occupation that led to its being so underpreparied the complexity and intensity of the resistance to the
occupation. In particular, it proved much more difficult to create a semblance of a consensus between the
leaderships of the three religiethnic groups on sharing future Iraqgi oil revenues thaasiington had ever
imagined. Each group could rather easily sabotage any deal it found unfair; in the midst of which, Al Qaida and
other extreme jihadist groups initially flourished in the unstable situation. Thecoaogroup, in particular,

exhibited aventurist notions of using Iraq to transform the international oil system rapidly towards a privatized
systent an idea that the IOCs generally vigorously opposed as out of step with market anttdgcatalities.

Bed hQs52yyStts b! jAR-Nearan DK FPefoletin\oridconifdt Latin America Sunday
Feature, 17 February 2008 and, updated: Z Magazine Online April 2@08ss:
http://www.petroleumworld.com/sf08021701.htnmiThe® onagain, offagain talks involve partial deals about

the mutual pacification of Irag, not a ‘Grand Bargain' that would finally end the very damaging U.S. sanctions on
Iran's oil sectar Without such an agreement, the danger of a military conflict remagnrg real”

* David HarveyThe New Impealism, Oxford University Press, January 2005
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inside the OPEC higibsorber group. And, the logic of the U.S. confrontation with Iran is no
different than it has been over the last twy years with Iraq or Liby&. (Venezuela, as

indicated earlier, has no possibility of dominating another major oil producing state in its
vicinity and has therefore never been so urgent a matter for the U.S. In any case, the inability,
since 2003, of civismo, with its sectarianism in scientific, technical and business matters, to
re-organize the production of the national company, PDVSA, amounts to nearly the same

effect that externally applied U.S. sanctions would have had since them.)

| have arguedhat the U.S. and its allies drove Iragi troops from Kuwait to defend the
marketcentered oitsecurity system and that the 2003 regirakange was a continuation of

the same goal. Inane®l Y2dza F NIAOfS SydAdt SR ahdéadSNI 27

®Tobeclear, thelrag | NJ Ol y OSNIi I Ay NS & & Wa@nidiS pirteliaf miliakypdlidsal

objectives, itwas starkly different fronimperial projects found in the neflate-colonial era. To see what one

might have found in that bygone era, one needs only turn to the analyses offered by the vast majority of
left/progressive critics of the invasion. In practically every case, theBRditiSh invasion of Iraq was

misunderstoodas a return to the imperial violenad the neac/late-colonial era. The U.S. was supposedly out to

GO02f 2y AT S&€ L NI ljgX Fi2aNJ ATING 6a 2A0i% ( 202 HYISINGVOR &y €S yRy O aA 2y
ofl Y A YYRA Y- Sngdiialistrivafi>S NO KS ay S¢g 3 NS US. addlitsrafiés wauki SoNffont (i K S

/| KAYlF FYRk2N 20KSNJ DNBIG t2¢6SNR (2 RAGARS dzZLJ LN Ilj Q& 2
the other hand, the other great errpat least in the first few years of the occupatievgs to portrgy the Iraqi
responsd- & f F NBSte& | daél NJ 27T sBlitishXorcgsl The fack af theNdatieri®tyagthel I A y &

U.S. aim was to transform Iraq into a relialdeusinesdike¢ market player that would be guaranteed to never
againbeabletR2 YAY F S I y2{KSNJ t SNA A fpythingizif tRe giolialoil iBagkét. Thet £ | Yy R
many hundreds of thousands of Iraqis who died in the ensuing war did not die victims of a U.S. plan to revert to
neo-/late-colonial control of Iraq, to estaklhing some sort of mercantilist relation to the UB3itish home

markets; rather, they died as victims of the UBSitish violent reshaping ofdq as a reliablelayer in the

globalized, marketentered oil system. Thus, the U.S. and British, haviognaglished tke goals of the new,
market-centered imperialism, arleaving IraqthoughU.S. troops and bases will in some fashion remain inside
and/or nearby Iraq in perpetuityand Irag will remain dependenin the hands of the leaders of its three

dominant religio-ethnic factions. Rese factions areow accepting contracts and FDI from a plethora of foreign
IOCs that will work in conjunction with the Iragi national compéhg first major service contracts are being bid

on by 32 foreign IOCs on 29 JW@99) These contracts Wienrich all three leaderships, and the 10syarying
degrees. But, there is no particularly egregious granting of contracts to U.S. and British firms at the expense of,
say, Chinese, Russian or French firms, allhmfim arealso bidding ortontracts there along with U.S. and Bfit

IOCs. Thd.S.gains a certain necessary legitimacy among other powers and market playersaotaet

hegemon and protector of the globalized internata oil system bwcting to preserve a ore or less level

playing field for all sections of international capital, among which, of course, its own firms find ampleunifyo

to compete for a significarit K I NB ® ¢ KSSt 382 0spsted, hNKIeBdveindicated earlier, is
suchthat it eliminates the immediate necessity of various consuming states, various Great Powers in particular,
from directly clashing for proprietary/mercantilist possession of oil fields in producing states. For the U.S. (or
Britain) to egregiously use itpecial position as the occupying powers of Iraqg to praeritst own IOCs holdings in
Iragwould undermine the very logic of the system they invaded Iraq taffiem. Clearly, these distinctions are

of no use to the hundredsf-thousands of Iragis who dikin this criminally instigated wahowever, one hopes,

at least, that these distinctionmay be of use in more effectively criticizingdgoreventing the initiation of any

future war driven by the logicofthisy S¢ A XYIENR BE Ay ad i-piddutingstdte. | y2 § KSNJ 2
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Bob Woodward, the Washington Post reporter, describes an interview with Alan Greenspan in
2007, after he retired as the Federal Reserve chairman. What is recalled about this interview

is that Greenspan admitted that oil was the motivation for both @wlfs. However, he was

Y2NB &aLISOATAOI SYLXKIAATAY3I LINRGESOGAZ2Y 2F ailK
Greenspan told Woodward that he had:

oX emphasized to the White House in private conversations before the 2003 invasion of
LN Ij ¢ SIKNBiY20lk 2F { I RRIFIY 1 dzaaSAyYy KIR 0SSy WS

df Saddam Hussein had been head of Iraq and there was no oil under thosk aatkitls
response to him would not have been as strong as it was in the first gulfAmdrthe scond
gulf war is an extension of the firshy view is that Saddam, looking over hisy&ar history,
very clearly was giving evidence of moving towards controlling the Straits of Hormuz, where
there are 17, 18, 19 millioh I NNBf a I RI X LA & @ 3Iyh Fayikgrakilyd2B K ® Q
Saddam out was essenti@l*®

Woodward goes on to say that GreenspanX | RRSR G KI 4 KS gl a yz2i
g1 N gl & I*ybytRelUnitecdBShatesinéresponse to the suggestion that the Iraq war

gl a |y éa2khS NBNBfoA SR SYLIKIF GAOIT (e
"QOb 23 Gethgriddf®@Z aSAY | OKA S @®dkinglcétiin thadihel J2 4 S 2 T

existing system [of oil markets] continues to work, frankly, until we find other [energy
supplies], which ultimately we wii*® (Bracketed prases by Woodward in original)

'3 AYZ GKS LI NOGAOdzZ F NRdGe 2F Sy®nHS wasS OdzNR
Y20 Ay LNIIlj F2NI Iy a2Af 3INIoe F2NIAda 26y> K
U.S:British coup aginst Mossadegh in 1958hen Washington forced Britain to concede a
large share of their concessions in Iran to U.S. national {DRather, today it acts as

protector of world oil markets, of the one global barrel, and, by doing this not only provides olil

4 Greenspan: Ouster of Hussein Crucial For Oil Security, Bob Woodward, Washington Post Staff Writer, Monday,
September 17, 2007; AO3.

*"Woodward, ibid.

*® Woodward,ibid

Pe2 AGFAY o FdzZ £ LIAOGdzZNB 2 BnlylhdsSto IdoK & the raleyof JBeNRSE iff thed Y= ¢ 2
oil sector, as we are here, but in other sectors, including especially technology, finance, fmdiastrial,

culture, etc., and understand the historically specific structure of each sector and, frosuthef these studies

one would get a concrete view of the role of the hyperpoweravi8A & 2 G KSNJ L2 6SNBR Ay (2RI &Q
oftherelatioy a KAL) 2F LN}y FyYyR 20KSNJ t SNEAlIY DdzZA F adladSa G2
international oil order, consideration of this one aspect gives us a very good idea of the essence of the

relationship; but, it is, of course, an incomplete picture.
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security to itself ad its allies, but, it achieves power and influence (predominance, hegemony)
well beyond the oil order hand-of-itself by virtue of its position at the center of the oil
a2aisSyYyo /2y ONBGSt e s P inkhadil sektdr suppradtingngoS 6 A Y LIS NA

colonialist forms.

| F R AG 0SSy YAfAOGFNREE AYLRRaaAiroftS F2NJ G4KS
0KS 02NRSNBE>Z¢ YR (G2 aArazftliadSé LNYIj FNRY

[a=tN

warring factions to fight it out until such time a@sanas possible to return and setup a pthS.
NEIAYS GKIFG GKS ! ofdSidiaryzinfs conflitzaith Irah, Ainthé ladt NI || Q &
years of the G.W. Bush administration, when it seemed the U.S. might lose control of the

situation in lragand Iran would gain the upper hand in the Region, the U.S. threatened to

02Y0 LNIYys>X Ay (GKAa AyadlyOS y2i F2N 0KS LI NI

sufficient damage to destroy its ability to capitalize on the Regional situation. Héwece,

VeKS SELINBaarAzy GOKS ySo AYLSNREEAAYE 3T An/280R. 12 Lidzt | NAK
seems to have been coined by David Harvey of CUNY Graduate Center, NYC inlhisgtoassayThe New

Imperialism, (David Harveg, EF 2 NR | YA BSNEAGE t NBA&Z WIydzZd NE HAaapOL® I
grander perspective from ich to understand the oil question. It can be captured in the following proposition:

whoever controls the Middle East controls the global oil spigot and whoever controls the global oil spigot can

O2y iNRt (GKS 3Jt20lt SO2Yy 2(MavEyjbid{iChdp®rla i t ¥ 2 Nbpal1&z Haldyt NI F dzii
did a service in lefintellectual circles by bringing the question of oil in Middle East affairs and in the invasion of

Iraq in particular into respectability after years of pasbdernist andcriticattheory negation and prejudice

F3rAyad WYFGSNAFE AyiSNBadaQ o60SAy3a aSSy d dzyRSNI e&Ay3
OKILIWGSNE OFrfftSR a!ft ! 02dzi Résbukce WassiThekNew LahdSagipBIbialy OS (0 2
ConflictobSg |, 2NJ X I SyNE |1 2fRGX wnnmo &l&@Ay3a YiINBQa 0221
2Af d¢ 'Yy F2NIldzy 6Stesx |1 FNBSeQa 62N)] R2Sa y2iG 02y iAydzss
Gy Sé A YLIStNAIdvédl éf political ecainomy of the oil system and offers, therefore, no particular

explanation of the material interests that might drive the U.S. to invade and change the Iraqi leadership. He
AYyaiSIR RS@St21Ja I GKS2NEA2Y ¢ Odzy RENHzZOE LA LINE XAYABE | 9O
AYLISNRIfA&AYE SEKAOAGSR o0& (GKS ! o{d Ay fldzyOKAy3a A& y
Klare, of Hampshire College, Mass., who coined the nowlz#tS R LIK NI & S & NJB, &ig foighNdDtrees | NE £ )
books on this subject, presents a considerable amount of potticahomic and historical research on the global

oil system. However, his analysis provides the dygical example of confusion of the old, neolonial system

with the new globalized international oil system. As a result, he represents conflicts over oil in the Persian Gulf

and Middle East as a prelude to a new world war between China, the U.S. and other Great Powers; he believes

1KSaS aNBaz2dz2NOSF g Na& dzZt NERENNIWDEy28e2Af NBaz2dzZNDOSa 6KS |
hAfé0T FYR KS &a4SSa DNBIG t26SNJ adiN¥zZZ3tSa 6SAy3a azz2y 7
respective home markets, as if this were a mercantilist system, nar&entO Sy 4§ SNBER a2y S 3At 20+ f 6
aeaidsSvyo CKA&E A&X a L KIS SYyRSI@2NBR (G2 SELX LAY KSN
GKS LRETAGAOFE 2NJ YATAGINER NBfFGA2yaKALA GKISINAKIfAS YES S
KIa Ay@2t OSR | aNBa2dNDS 61 NE Ay LNIIL 205N GKS LI ad a

would thenbeimpossible to understand how that war has come out as it has, or to understand the course of the
ongoing U.Slran crisis

Thas2yyStfs t SGNRE S2008id2NI R 9 % al 31 AySs
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calculus was, if the U.S., at least for the time being, lost the ability to dominate the region, it
would insure no other power, Iran in particular, would be able to in its steatlype of
Ga02NOKSR B NIKéE LRtAOED

Sanctions, nukes and U.SGulf oil policy

Ly ™ ddhen-PreskényRafganjani attempted to open the country to foreign direct
investment (FDIand a U.S. compangZonocePhillips,was to receive the first contract to
develop offshore oil As can be seen in kig 17 Iranian productia suffered n the
Revolutionand especially during the Irdraq war. Sincéhe war, the Iranian national
company (NIOC) haeécoverda portion ofthe lost production capabilityput, this increase
looked to be reaching an asymptond NIOGwvasnot capable of launching new projects
CKAAa ¢l a GKS o6FO13aNRdzyR (2 wlFalyalyiaQa |

RS

Normally,ap 'y G2 LI NLAFffte 2Ly lye ht9/ aidl isSQa

particular to a U.S. 10C, woulik warmlywelcomed inWashington and Houston as a
liberalization2 Ndeddiberalizatiorg of the sector. However, both U.S. Democratic President
Bill Clinton, and th&epublicarcontrolled Congressby an ovewhelming bipartisan

majorityt scuttled the deal, and begaan oiland-gasfocusedsanctions regira against Iran,

andLibya as welladding thesé¢o the severe sanctions already in placelolNJ lj Q& Sy SNH&

sector. Amazingly, his meant that twacountries onewith the secondargest and the other
with third largest reserves in the world, aralthird country with the largest reserves in Africa,
were simultaneously having their ability ppoduce oilsubject tosanctionsby the U.S. And,
these sanctions wergather effective L NJ pyoduation today ionly a bit abovewo-thirds
what it was at its high point under the shah before the Retron (Figure 1Y. This

suppression ofNJ- yr@diction potential has paralleled significant increase in its population
andin domesticconsumpton of petroleum. In Figure 1the lower of the twoihes

represents Iranian domestmonsumption, whi¢ the upper line representsroduction. The
difference between the two is the amount of &iéin has to export, which hagealy suffered
under sanctionsin fact,the calculation irfFigure 17 shows thdtan no longer exports

significantoiltoha8 'y G2EXENB @Il Y2 ¢ SELRZNI A 2yfé& HDoO

2k Q Br2l., Petroleum World & Z Magazir2008.ibid.
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SPRs, including commercial stocks, total about 4.5 billion barrels. This means that there is

enough oil in the SPRs teplace Iranian exports for over 4.5 years.

Even during the recent fivgear period of extraordinary high oil priceghenlIran
managed to build up its financial reservéaseverthelessstill suffered chronidifficulties.
The U.S. EIA has assetthat, at least up till 2006the NIOC had not launched a single new oll
field project on its own since the Revolutiand could notafford to repair @mestic refinery
leaks given theconomic burden of purchasing gasoline outside the country to meet the
domestic demand for subsidized gasolfieThis situation was somewhat mitigated bigh
international oil priceap till summer 2008, anlly recenty introduced donestic gasoline
rationing The 20032008 price surgeausedper capita export incom# risesignificantlyin
spite of volume rising only slightlfthe beginnings of this can be seen in FiglBelranian per
capita real income from oil exports passed $1000 per capita ib &f(the first time since
1985 andFigure 14 showthis was maintained into 2008 However, the rapidall in price
due to the global economic crisisduone 2008hreatensa return tosevereoil-income

hardshigsfor Iranif it cannot increase productiosignificantly

So too, Iran has not been able to develop large scale gas projects um##osa, even
G0K2dzZaK AdG Aa (KS ¢ 2 Ndoke gas ieserdez (FigurgjlBanidh §as i K2 f R
had shortages in the winter for cooking and heas, and Ahmadinejadeportedlydistributed
heavily subsidizedas especiallyo rural areas Naturalgas isalsoil KS Y| Ay &2 dzZNOS 2
electrical production, which has also suffd shortages in recent years; blitan alsoneeds
gas to inject intanany olderoil wellsto maintaindecliningproduction levels.Complicating
matters, gasdeposts unassociated with oil depositgelargely located far acrogke country
from where thebulk of thepopulationislocated, andoipelines would be a burdensome
expense.In general there are manynperativesfor Iran to develop thismmense natural gas
capability,but it has so far not proveable, andJ.S. and U.Nestrictions on foreign technical

and financial involvemerdre themajor, though, againas with oil,not the onlyfactor.

*3 previous DoE/EIA online Country Analysis Brief on Hilran Outlook, updated in January 2006;
http://www.eia.doe.gov/emeu/cabs/Iran/Badgound.htm| Access: April 2006.
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In this circumstance, it appears that thereaiseasonable cast be made for Iraro
develop nuclear energyAt the same time, one certainly cannot underestimate the-self
inflicted economic difficulties caused by the econ@mi LJ12 f A OA Sa 2F ,@mdS adl 4 &
the many economidistortions caused bygiotorious Evels ofcorruption, populist clientelism,

and cronyism.

Some have predicted that the sanctioAieduceddecrease in production levelsoupled
with the trend of population increasecould lead to a point where Iranill eventually
consume all its oil mduction domestically, inside the countrnyith zero barrels of oil to
export. This was the predictioof an importantempiricalstudy by Stermvho set this date at
201415.>* Whilelatter studies challenge the timeline predicted 8tern,it is importantto
realize thatthis zero-export dat, while a dramatic nodal poirshould it be reached, is not
where asharpcrisis wouldirst come for the clerical state Thecritical nodal point would
actuallycomesooner,after a period whereil-export incomenado SSy a2 t2¢ GKIF G
foreignmonetaryreservesecane depleted. flthe absolute number of barrels available for
export as a function of time intthe future wereknown, thisdata wouldthen haveto be
integrated witha projected oitprice history to se when acombination of price and
production histories woulddlad to a state bankruptcyrhis would obviously a&e well before
the zeraexportvolume point. However, even without reachg such arisis,U.S. and U.N.
sanctionsinduced longterm reductian in income signifiantly weakens the state and presses

it to oppose thigyeostrategiqressure by théJ.Sand its allies.

In the face of the previouBushadministrationN} A 8 Ay 3 GKS &ALISOGSNI 2F !
serious policy option, Iran sougto pressure the U.S. iseveral waysncluding its nuclear
program, i influence in southern Iradgebanon and Pastine, and otherwise. d&lierin the

G.W. Bush administratig@after the U.S. invasion of Afghstan and then of Iraghe Iranian

**The Iranian petroleum crisis and United States national security, Roger Btecagdings of thé\ational
Academy ofiences, January 2, 2007, vol. 104, no. 1333382 Access:
http://www.pnas.org/content/104/1/377.full.pdf Stern concludedi 9 @ifSyelatively optimistic schedule of
future capacity addition is methe ratio of 2011 to 2006 exportgill be only 0.490.52. A morgrobable scenario
is that, absent sme change in Irani policy, thiatio will be 0.380.46 with exprts declining to zero by 2044
2015. Energy subsidies, hostility to foreigmestment, and inefficiencied its stateplanned economy underlie

L NJ yigeinwhiththas noreia A 2y (2 WWLISI ] 2Af ©oQQ
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leadershipz ¥ F SNBX R | & 3 NJ y Rn 2608 tdHornfalize relalichs it écanged { @
for a litany of Iranian concessions in the Persian Gulf and larger Middle East (these include
relations with $ria, Hezbollah, Israel and Palestine, Afghanistan, the Iranialear program,
etc.)>> However, the Bush administtion rejected tlis overture After this, the Iranian
leadershipre-invigorated itspressures on Washington related to its nuclear programot thus

far unsuccessfull{the author has characterized #hprogramas acgambi€ where any
weaponslike aspects aritended to be bargained away for lifting of U.S. sancti$hsand

this Iraniantactic hasonly led to the Security Countilnow joining inimposing sanctions
During2006-08, Iran traded awaynuch of the leverage it had in southern Iraq so as to see the
pacification of that country take place in a manner more consistent with its own strategic
interests. The present paper cannot trace this complex history in detaivever the author

examhesthis history elsewherg®)

Difficulties for Iranian national -democratic interests

This paper has focused on understanditige role of oi€ in the U.Slran conflict. The
nature of the question posed necessarily focuses on critique of the U.S. sidis of t
confrontatiort whose motivations in confronting Iraswe have seepare inseparable from
the generalmotivations forits pre-S Y LJG A @S & ¢ landJocupatiad kftad. O S £
Nevertheless, this is not to absolve the present Iranian leadershthe previous criminal
Iraqi leadershipof responsibilitiedor the course of thee ruinous confrontatios. The
analysigleveloped hee isthat, most fundamentallythe particular oljectives of U.S. geo
strategy inconfronting Iran have to do i#h guaranteeing thenarketcentered global oH
security syste, andleadto U.S.nsistence orGulf hegemonynd preventing Iran from
projectingsigniicant power in the Region Of coursethis U.S. insistenoeery likely would be
judged aobnoxious tdraniarson either sde of the great political dividehat exists now in

their country. However, there is reactionary nationalism ahdre isprogressive nationalism.

PhQs52yyStts ¢v2 dx ISINRE SdzYs2NI RE HAany ®

Phas52yyStfs ¢ daonomy ofithe §.9tar disisdikh&gerhol, $iot nukes, is the real issue, Z

Magazine, June 2006. P. 7 ttp://www -personal.umich.edu/~twod/writing/z_iran_28aprOéekq.pdf

 pbd { SOdNRGE / 2dzyOAt wSazfdziAzy mTtoT oOHnncO ® {88y
SYNROKYSyGz¢ | dbedembeSad@s. AcG&SsIIA OSZ Ho
http://www.un.org/apps/news/printnewsAr.asp?nid=21102

FPhas52yyStfs ¢ov2ds t SGNRibRIdZYS2NI R 3 % alt3IFLTAYSS Hany ®
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The present. &4 f | YA O leadeisbdgdof its gafd,Basoften not engaged in serious
negotiationsduring this confrontationand many representativess a tactichave engaged in

chauvinistic and provocative behavior whose details are well known.

Yet there is naguarantee that, if there were a change of leadership within the present
framework of the Islmic state or, for that matter, avholly new and democratic leadership,
more responsiblén framing a consistent and principlegtostrategic response to U.S.
demandshat the US. would easily settle this perpetual confrontattothough theObama
administrdion appeargo be more open than the previous adnistration to finding a
negotiated settlement.The central issuavould remairt that there are specifimaterial
interestswithin the global oil systerthat drivethis U.Sgeo-strategy, and thesewill not soon
be dissipated. The reality is, even if the Iranian national and democratic movemeres to
power, it mightstill face unacceptable demands to abandon legitimate Iranian national

interests in the Gulf Region.

The depth of the pressures afyture democratic leadership would possilihce are
indicated by the deferencef European Uniomand otherY | 2 2 NJ & ( I td $.GifderestS | R S NA
and demands JostikaFischer, while German Foreign ministee is now out of officehad
responsibilityfor a number of yearasnegotiaor for the E.U. with IranHis candid
perspectiveon this confrontationare of particular interest as thegre notthe predictable
realpolitikassertions of aEuropearreactionary but of a leftof-center Green Party poldian
with a personal history as@ogressive, antwar activist. In 2006, he delivered a speetth
students and instructoref the elite school of national security in Tehrawth various Iranian

officialspresent Among his comments were the following

G FRAS&a YR 3ISyatSYySyzr LG asSsSvya G2 YS (Kl
of whether your country will follow hegemonial aspirations or become a driving force for
peace, stability, and progress in the Middle E¥st

*ran: High Stads. Text of speecby Joschk&ischer, former German foreign minister (Green Party), in Tehran
on August 1, 2006, to the IramaCenter for Strategic Researttgnslation printed byDissent Magazine, Winter
2007. Accessttp://dissentmagazine.org/article/?article=726
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Fischerused somevergio 2 F (KS ¢2NR aKS3IASYy2yeé¢ aSoSy GAY
characterize not the U.S. role, but the strivings of the present Iranian leadership in the Gulf

Region. This reflects, as | hawkescribed here, the preoccupation of theS.with Iranian

ability to project power in the regiorand confrontthe U.S-enforced status quo. He

continued:

X L adNpy3ate o0StAS®S GKIFG F aDNIYR . I NAFA
regional security agreement in exchange for full economic, technolognchgaentific
cooperation; full political normalization; and security guaranties. But all depends now on the
decision of the Islamic Republic of Irakpolicy of nuclearization, of confrontation with the
UN, and of destabilization of the Middle East {e#ld us into a dark tunnel, in which | can see
no light on the other side.

This is consistent withe a DNJ Y R Z £ NIl Ly R SfisCphposef Rthd 6 2 S >
Iranian side in 2003, that focused three issues in return for extensive Iranian coopierain
regional security matters of concern to the U.S.: (i) ending oil and other sanctions (i.e. also
recognizing Iranian rights, within limits, to develop nuclear power, but not weapons), (ii)
FOOSLIiAY3 LNIYyQa NAIKG dienedoidrBigiG)iand@)e SNI Ay
security guarantees (i.e., against regime destabilization or regime change for the present

Islamic leading groups). Fischer concludes:

GC2NJ YIye &SFENHR 9dz2NPLS KIFa o06SSy Sy3alr3asSrR i

INF y® X . dzi Al &aKz2dAZ R y24Gd 0SS F2NB2GGSy GKIF G |
interests in the Middle East. Whether anyone likes it or not, the United States is and will be the
key player. It would be a dangerous misperception to think that theetdStates is weak
because of the present situation in Iraq and Afghanistan. In the Middle East the United States
is not only defending its interests and allies, but its role as the only global power. And it will
O2yliAydzS (G2 R2 GKAA IO lyeé LINRAROS®E

Thisis a remarkablyrank (i.e., undiplomaticstatement of thesituation facing Irapand,
again, it is quite consistent with the situation | have described above: the U.S. insists on
Regional hegemonywith the suppat of European and other Great Powdrscause of their
common interests in the role of the Guh the global oil system); howeven the case of the
U.S.not merely as an end in itself within theél system, but, as a majéever of its global
hyperpower status. This statemeist of course, at simply a reflection on these realitiby a

retired foreign ministerput, awarning, and, what is more,tareat pointedlydelivered on
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behalf ofmodernday U.S. imperial interestadits European alliesThis realityconfronts not

only the presentdlamic statewhich, under Ahmadinejaldas succeeth exacerbating

tensions without winning serigs concessions from the U.Suthranian civil society as well, in

Ada f2y3 adNUz23€tS G2 NBLFf AT Siswitfod unduddacfiicd y LIS 2
of their legitimatesovereign ational interess. The material basis for thesnflictwill remain

operative under the ObamAdministation, and undelanyleadershipthat comes to power in

Iran. Theunderlyingglobalized market-centered oilinterests must be combnted to achieve

any resolutiorof this crisis.

4. Figures

Neo-Colonial Oil System

Internatioal
Producers oil companies Consumers

| Each company vertically integrated |

| wells |—>| pipelines+>| ships Hwefiineries Hgas stations |

Concessions No market ( gpot marketd or futures market

twod@umich.edu | TomOD.com

Figurel. Schematic representation of the old, neolonial international oil system.

T.W. @onnell| twod@umich.edy http:// TomOD.com Page36 of 45




Dratt ¢ Do not cte without author@ permission

| Globalized Oil System

Producers The market as Consumers
firhe one
global barrelo

N.Y. WTI
London Brent

/TN

| wells || ships | | refineries || gas stations

I0Cs not vertically integrated
twod@umich.edu | TomOD.com

Figure2. Schematic representation ofi¢ "one global barrel'tontempoiary marketcentered,internationaloil

system.

Backups:
Saudi reserve production and SPR

4.5 billion barrels
=
—

Producers
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@ne Global
Barreld
marketplace

twod@umich.edu | TomOD.com

Figure3. Schematic representation of the emergency inputs amd to the "one global barrel": Saudi excess
capacity, and the Strategic Petroleum Reserves (SPR) of the IEA states.
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Figure4. Oil Price History,861-:2008. Source EIA. Graphic:
http://upload.wikimedia.org/wikipedia/commons/8/87/Oil_Prices 1861 2007.svg
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Figureb. Today 85 % of petroleum reserves are nationalized, 77% are hel@bg 6tate2006 EIA data.
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Top Proven World Oil Reserves, January 1, 2009
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expensive and difficult to produdban light oil as found in Iran and most of the Gulf Statesughthesetar sandsare now
economically feasible ® too, Venezuela has a high percentage of such eh¢vy oil, however, its warmer climate

somewhat aids extraction.
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Figure7. Petroleum Reserves in 2005, showing the great camaton in the Middle East, and in five Gulf Region
states in particularNote, the majority of N. Aerican reserves herare Canadian tar sandSource: Oil and Gas Journal, 1
January 2005.
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Top 15 World Oil Producers 2007
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Figure8. Crudeoil production of world@top 15 statesn 2007 (latest daa, July 2009. Iranis number fou. Note the
difference in rankings as compared to the relative size of their available reserves shown in Figure 6.
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R/P (years)

180
160 The potential of Iran and Iraq

140 X

120
100 }

Saudi  United Russia NorthSea Iran Mexico  UAE Canada Venezuela Kuwoit Iraq
Arablo  States

Figure9. R/P Ratiofreservesto-productionratios)for top 11 oilproducers, showing relative potential (in yeafw)
each to continue at its present production ratources: alculated from Oil and Gas Journal, 1 January 2007 and
international Energy Oldok, 2006, DoE/EIA Report #04@0€06) Canadian and Venezuelan tar sands/heavy oil will
significantly increastheir R/P ratios; however they are much costlier to produce than conventional oil.
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Top 15 Crude Oil Exporters 2007

SaudiA.
Russia
U.A. E.
Norway
Iran
Kuwait
Nigeria
Venezuela
Algeria
Angola
Libya
Iraq
Mexico
Kazak'n
Canada

0.0 10 2.0 3.0 4.0 5.0 6.0 7.0 8.0 9.0

Millon Barrels Per Day
Satireer FIA  Arcessed liine 20009

FigurelO. EIA data, Accessed: June 200%tht://tonto.eia.doe.gov/country/index.cfm
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Figure 11
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Figurel2.

Figure 13
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