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William R. Clark’s Petrodoliar Warfare is an oracle of our times, exposing
the hidden geopolitical strategies of the power elite and the interlocking
agendas of big oil and the neoconservatives in power today. Clark is a
winner of two Project Censored awards for publishing important news
stories ignored by the corporate media in the US.

— DPeter Phillips, Professor of Sociology, Sonoma State University,
and Director of Project Censored

Petrodollar Warfare by William R. Clark is an important contribution
to the question of what the Iraq war was and is all about. Clark links the
emerging Euro currency to Iraq’s pricing of its oil as one significant factor
leading to Washington’s decision to topple Saddam Hussein. It might be
open for argument whether a “petroeuro” as a replacement for the
“petrodollar” is likely or not, given the many divisions within the
European Union. But Clark’s thorough documentation of the
discussion, notably plans for an Iranian Oil Bourse to counter NYMEX
and the London IPE, provides a useful basis for further thinking about
one of the vital strategic issues of today. Clark also extensively treats the
issue of Peak Oil, or global depletion, as a major unspoken factor

in the US oil agenda. This book is definitely worth careful reading.

— F. William Engdahl, author of
A Century of War: Anglo-American Oil Politics and the New World Order’

If you think you understand the headlines, think again: current events can
only be understood when we follow the money. In Petrodollar Warfare,
William Clark guides us through the hidden history of the petrodollar era
and deftly uncovers the basis of current US strategy in the Middle East.
This sobering book not only elucidates our past and present, but shows
the way toward global monetary reform. As Clark makes clear, America’s
founding ideals can only be fulfilled if the people of the US are willing
to confront the twin demons of proto-fascism and kleptocracy.

— Richard Heinberg, author of
The Party’s Over: Oil, War and the Fate of Industrial Societies,
and Powerdown: Options and Actions for a Post-Carbon World



Not only does Petrodollar Warfare give you the big picture of the intertwined
world of war, oil, and money, but William Clark also provides ideas for change.
This book helps to fuel the grassroots engine for progress in America.

— Jim Hightower, author of Let’s Stop Beating Around the Bush
and Thieves in High Places: They’ve Stolen
Our Country and it’s Time to Tnke it Back

Back in 1997, when I wrote about M. King Hubbert and Peak Oil in the
first edition of The Last Hours of Ancient Sunlight, not many people were
aware that we were fast approaching a worldwide energy crisis. Now we’re
in the middle of two wars over it, as William Clark so brilliantly documents
in Petrodollar Warfare. Oil in euros, deceptions from the White House,
wars for profits and political power; it reads like a Ludlum novel.
Unfortunately, it may well be altogether too true.

— Thom Hartmann, author of The Last Hours of Ancient Sunlight

With Petrodollar Warfare, William Clark provides a badly needed,
carefully researched explanation of the deep and dark mechanisms
underlying international movements of money and military forces.
Clark tells the fascinating and distressing story of how America achieved
world dominance and looks with tough honesty and realism at what the
future might hold. If Petrodollar Warfare’s bold analysis can help more
Americans to understand the current pathology of their own extraodinary
country, then it will assist both the world and America to find a
better path into a less violent and energy-addicted future.

— Julian Darley, author of High Noon for Natural Gas: The New Energy
Crisis and coauthor of Relocalize Now! Getting Ready for Climate Change
and the End of Cheap Oil, and cofounder of the Post Carbon Institute

I first became aware of William Clark’s writings in the latter part of 2004.
I was amazed by his clarity and almost intuitive grasp of economic issues
as well as his ability to relate those to everyday life across several disciplines.
Watch what this man says. In Petrodollar Warfare, he may be telling us
things that we will need to hear for our own survival.

— Michael C. Ruppert, author of Crossing the Rubicon: The Decline of the
American Empire at the End of the Age of Oil
and publisher of From the Wilderness
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Foreword

BY JEFF WRIGHT

The Lost American Century?

he world changed forever on September 11, 2001. It could have
changed for America in ways that would have assured she remained in the
ranks of the truly enlightened, liberated nations of Western civilization.
Instead, it seems, that promise has largely been squandered with a vengeance.

The world changed again on March 19, 2003, with the US-led invasion
of Iraq. It is almost assured, unless quick action is taken, that this century will
become one of fear, oppression, and economic decline for our nation. Our
leaders, of both the Republican and Democratic parties, have continued the
pattern of self-destructive behavior practiced with increasing disregard of our
original purpose and promise as a nation.

The 20" century has often been called “The American Century.” To be
sure, America has much to be proud of from the last century. Our efforts to
stabilize and advance the world in two world wars have no equal. Our develop-
ment of the majority of modern technology and infrastructure driving the
world to increasing wealth realization has no equal. And, until recently, our
system of distributing the wealth provided by that infrastructure has been the
most advanced model ever provided. We are about to throw it all away.

Our increasing tendency to push our model rigidly into other societies of
the world is in fact the sign of an authoritarian state. That is coupled with a
foreign policy that seeks to protect that state’s corporate interests through
manipulation and intimidation of other governments, directly or through surro-
gates, backed with both overt and covert projections of military power and
intelligence capability. This face of the American presence in the world is too
little talked about or analyzed by the citizens of the United States and espe-
cially the general media. Most of it is shielded from view through the system
of government security classification measures.

From the late 1940s to the 1980s, for good or ill, many of these force projec-
tions were driven by Cold War politics. Our ongoing shoving match with the
Soviet Union protected some countries but trampled many smaller countries
underfoot. In addition, the adventurism and empires of some of our closest
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allies have contributed, part and parcel, to our involvement in attempts to
control other parts of the globe where our interests are not vital. These are
facts, not judgments.

Even a cursory examination of the current situation is helpful as an example.
The boundaries of the current state of Iraq, and by definition the surround-
ing nations, were arbitrarily drawn by the British and the US at the end of
WW 1. Further, throughout the region, many nations have been controlled
and manipulated by western and eastern European interests after WW II and
in the subsequent Cold War.

Why is Iran today run by Ayatollahs? Because the US and UK covertly
overthrew Iran’s fledgling democracy in 1953 and installed Mohammed Reza
Shah Pahlavi in power. The CIA also created and supported Osama bin Laden
and his organization in Afghanistan throughout the 1980s as “freedom fight-
ers.” The US is also currently supporting the overthrow of the democratically
elected government of Venezuela. We control and manipulate governments
throughout Central and South America directly against our supposed “values”
and in a way that is leading to their people’s ever-increasing hatred of our
country through our meddling in their internal affairs — including Argentina,
Colombia, Chile, Ecuador, Haiti, Nicaragua, Panama, Peru and Venezuela.

We have created these despots and dictators all over the world, thereby
creating today’s “anti-American” attitudes. In fact, any lengthy research will
reveal that our covert and overt operations over the decades have created most
of our current enemies. The CIA has coined a term for this outcome: “blow-
back.” Blowback is now coming at us from all directions. At some point the
American public must realize that we are not hated simply because we exist. I
would suggest that the reader do an Internet Google search on almost any coun-
try using such search criteria as Country X + CIA + weapons + military. You
will be shocked by the results.

The war coverage of Operation Iraqi Freedom was overwhelming. US
military planners termed the assault “shock and awe.” What the rest of the
world saw on their TVs was reported and perceived as nothing less than “sick
and awful.” We have destroyed a nation of 24 million people in what was pos-
sibly the most expensive “hit” in history. The US has now notified our allies,
enemies, and sometime adversaries that unilaterally, when we choose, we can
pick anyone apart that we deem necessary, and we can do it in a pre-emptive
fashion.

We are currently embroiled in the occupation of Iraq in an attempt to
clean up one of the many messes largely of our own making. We will fail. We
will fail by the evidence of our own eyes on 24-hour news channels. We have
entered into the Never-ending War. Look at what is happening in Iraq
through the billions of other eyes in the world. We have forfeited the “moral
high ground.”
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In addition, on March 19, 2003, we finally and completely discarded the US
Constitution and adherence to the rule of international law. What mere “law”
can withstand the awesome power the government must adopt as “necessary”
to enforce internal and worldwide order as our government now views it?

We have entered into the endless degradation of our own rights and lib-
erties as a free people. Each escalating terrorist attack against us will engender
a new level of “security” to protect the hapless masses. Yet we will become less
secure. The early part of the 21* century will likely be recorded in history as
the closing stages of personal rights and liberties, the decline of US interna-
tional stature, and the end of the once-noble “American experiment.”

As a direct result of our government’s actions, our economy has been
placed in serious jeopardy — our apparent power is illusory. Since the late
1980s, we have been the world’s largest debtor nation. We fund our balance
of payments deficit, our governmental fiscal deficit, and our public debt
through more than $3 trillion of foreign purchase of that debt. That has been
enabled in the past only because the dollar has been the World Reserve
Currency, principally maintained by petrodollar recycling. The government,
corporations, and individuals now live off their credit cards.

The fact that governments around the world are briskly adding euros to
their central bank reserve funds is indicative of the lost faith — both in the
US dollar and in our fiscal policies regarding debt. Since 2002 the euro has
become a more stable currency than the dollar. Undeniably, before the Iraq
War the euro had begun making serious inroads in the dollar’s ability to
remain the World Reserve Currency, directly affecting our ability to continue
to fund our deficits and debt.

It is logical to suggest that one of the reasons Germany and France
opposed the war in Iraq was that they knew Saddam Hussein’s switch to the
euro as Iraq’s oil transaction currency enhanced the movement worldwide to
the euro as a major reserve currency. Although never effectively reported or
discussed in the US media, the Iraq War was waged in part to thwart this
momentum within OPEC, which portends dire consequences for the US
economy. This is particularly so later this decade as we enter a period of enor-
mous deficits and unfunded liabilities in public programs.

The Iraq War has also adversely affected our trading relations with other
nations, especially the European Union. This, coupled with a euro that con-
tinues to increase in strength and the conscious movement of economic
interests away from the US, will directly impact our domestic economy. Much
of our infrastructure is already in dire straits without the Never-ending War.
Manufacturing is declining and moving overseas at an incredible rate, and
there are significant signs that the consumer economy is “over bought” evi-
denced by the enormous $2 trillion of consumer debt. Americans can only
buy ahead or refinance so much before even the credit cards run out.
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All in all, the American people have let themselves be lead down the garden
path too far, too often by successive administrations. This, combined with
increasing levels of the subtle indoctrination that allows many in our society
to remain “fat, dumb, and happy,” contributes to the sheep syndrome we are
experiencing and is in fact exploited by our increasingly clever politicians.

Unfortunately much of the “anti-war” crowd is often misguided and
uninformed. Some of them incorrectly place blame on members of the US
military. The far left has often failed to understand the difference between a
tool and how it is used, whether the issue is gun ownership or the military.
That makes it very easy for the authoritarians and those opposed to the true
republican form of government to counter and misdirect the issues to their
advantage. This will only end when informed republicans enter the debate
and stop the rhetoric of the authoritarians.

Only severe “shock and awe” to the citizens of the United States will shake
the complacency and misguided support seen across the land for continuing
the policies of George W. Bush and previous administrations. From many indi-
cators it is about to happen. However, the only thing we may have left to fear
at this point is the reaction of our government to Americans’ desire to return
to the path laid out by the founders of this nation. Our leaders seem to have
decided they like the power more than a two-century-old model for freedom.

Many will argue that the view contained in this paper is cynically opposed
to the view that ultimately the government is good. A long list of quotes from
the founders that directly dispute that claim will probably be viewed as irrel-
evant. Even against the noted trend of the last 30 years or the documented
evidence of our government’s behavior on the dark side would fail to convince
as well. It is natural for the citizens of any dominant empire to believe that they
are doing what they are doing for all the “right” reasons, whether true or not.

The best proof is simply in more closely analyzing current and coming
events. Listen and watch closely for the signposts as indicated in this book.
Draw your own conclusions from actual evidence. But then, once the trend
is clear, do not fail to act. Or don’t act. However, if the reader comes to agree
with the viewpoint in this book, at minimum do not continue to give aid and
support to policies and decisions that are realized to be heavily flawed and
detrimental to our true national security interests. The “conventional wis-
dom” is hard to buck, and the truth hardest of all to swallow if realized later
rather than sooner.

We may have few opportunities to correct events in a way that’s much
more satisfactory to the real long-term survival and security of the United
States and the world. Even talking with your friends and neighbors about the
obvious nature of what is happening is extremely important.

Most Americans seem to live in a complacent paradise, ignorant of geog-
raphy, geopolitics, and the dangers that are brewing all around them. This will
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prove to be highly injurious to our civilization. We are allowing our leadership
to make decisions affecting our grandchildren without true and open debate,
without following our fundamental laws, and without telling us what is really
known. Under these conditions it cannot reasonably be expected that
America will remain a free and prosperous nation for much longer.

America needs your support in whatever form it can be brought to bear,
for we have likely entered the most dangerous decade of our history. The
challenges analyzed in this text are not conservative/liberal or Republican/
Democrat issues, but rather American issues. This text offers what many people
think are better solutions to the problems we face, and what is in our best
long-term national security interest.

Some readers will disagree with this book. However, I hope it will not be
said that something contained in this text is anti-American. The author and
contributors to this book do not believe that the current or any past US
administration that contributed to these problems was anti-American. They
may be un-American in certain behaviors and policies, but they are certainly
not anti-American.

In Petrodollar Warfare, William Clark makes clear that our most important
task is to face these challenges, working together with the global community
to create a more sustainable and peaceful world in the new century.

Jeff Wright is a former Naval Security Group (NSG) Cryptologic Tech,
NAVSEEACT Technical Linison/System Analyst, Arvea of Operations: Pacific
Rim and Far East (1976-1980) He currently is & Network and Software
Development Entreprenenr focused on Model Driven Architecture.






Introduction

Hegemony, \He*gem'o*ny\, noun \Greek hegemonin, fr. Hegemonin
leader, fr. Hegeisthai to lead] — preponderant influence or authority
especially of one nation over others

— Webster’s Ninth New Collegiate Dictionary, 1990

If a nation expects to be ignorant and free, in a state of civiliza-
tion, it expects what never was and never will be...The People
cannot be safe without information. When the press is free, and
every man is able to read, all is safe.

— Thomas Jefferson, US President 1801-1809

homas Jefferson’s words foreshadowed the unfortunate state of affairs

facing the United States today. As a proud American whose family ances-
try traces back to the American Revolutionary period, I found this book
difficult to write. I have little doubt that Petrodollar Warfare will prove to be
controversial, perhaps unpopular within certain groups, and that some will
attempt to dismiss out of hand the facts presented and seek to relegate this
analysis to conspiracy theory rather than evaluate this research from an objec-
tive perspective. It is this head-in-the-sand position that maintains the status
quo and places the United States in great jeopardy.

Some readers will conclude that challenges surrounding US economic and
energy problems provided a legitimate rationale for applying unilateral mili-
tary force against Iraq. Indeed, many will also advocate similar US military
operations in the near future. Ultimately such beliefs reflect individual value
judgments, and as such, I doubt this book will sway readers who ascribe to
that particular moral framework. Of course other readers will subscribe to a
different ethical perspective regarding these issues.

Perhaps most critical to the survival of any functional democracy is that
the citizenry be sufficiently informed of real challenges facing their nation, so
they might rationally discuss and publicly debate such issues. Furthermore,
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the framers of the Constitution were acutely aware that the absence of an
informed citizenry will ultimately jeopardize the liberty of all citizens and
facilitate the dangerous concentration of centralized government power.
History has shown that society is prone to manipulation, oppression, and
tyranny without an open press.

Above all else, the founders were most concerned with building checks
and balances into our system of government and sought to contain the ten-
dency of political power to flow unheeded to the executive branch during
times of war. The almost complete lack of critical debate within the US media
and society in general regarding the recent Iraq War motivated this book.
After my original online essay was voted in 2003 as one of the most impor-
tant but censored news stories by Project Censored,' I became fully cognizant
of how extensive the information flow is filtered by the US mass media.
Although regrettable, it is not surprising that in the past 15 years these
sources of broadcast news — TV, radio, and print — have been reduced to
only five major corporate conglomerates.

As Thomas Jefferson eloquently warned, liberty depends on the freedom of
the press, and that cannot be limited without being lost. It was the eternal inspi-
ration of Jefferson with which this book was written. My own sense of
patriotic duty compelled me to express dissent and inform others that our
current military-centric geostrategy will ultimately result in massive US eco-
nomic failure. Such an event will be compounded if our national energy
policies are not overhauled and restructured to both reduce consumption and
rapidly implement alternative energy technologies.

It is imperative that the US citizenry become cognizant that monetary
maneuvers away from the dollar by the international community indicate a
manifest intolerance of a unilateralist United States employing militant impe-
rialism that seeks to gain control over the world’s energy supply and denies
the self-determination of sovereign nations regarding their chosen oil export
currency. The 2003 Iraq War and its subsequent occupation has pushed the
US further along the precarious path of imperial overstretch and economic
decline.

Despite the toppling of Saddam Hussein’s regime and chaotic US occu-
pation, the original rationales voiced in favor of disarming Saddam Hussein’s Iraq
with its supposed reconstituted weapons of mass destruction (WMD) program
have disappeared. Despite the swift military victory and toppling of the oppres-
sive regime, it is irrefutable that this conflict’s stated objectives were at best
deceptive and at worst outright fraudulent. Many questions remain unanswered.

For example, the earlier 1990-1991 war against Iraq involved a broad
coalition of nations backed by a UN mandate, but why did the vast majority of
the previous coalition fail to join the US and UK during this recent conflict? If
Iraq’s old WMD program truly possessed the threat level repeatedly purported
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by the Bush and Blair administrations throughout 2002 and into 2003, surely
our historic allies would have lined up militarily to disarm Saddam Hussein if
he posed any semblance of this alleged threat level?

Why did the UN Security Council fail to provide a second resolution in
2003 authorizing the use of force? Clearly this lack of authorization reflected
the UN’s deep misgivings and resulted in a markedly unilateral war in which
America fielded an army of 255,000 in Iraq and surrounding nations, while
the British contributed 45,000, and the Australians committed a paltry 2,000
troops.? The lack of UN authorization, lack of NATO support, and the global
community’s protests against the war were all unprecedented events.

Moreover, despite over 400 unfettered prewar UN inspections, no substantive
evidence was ever reported to the Security Council that Iraq was reconstituting
its WMD program. In fact, the Bush administration’s claims citing Iraq’s
WMD capability were highly improbable considering the severity of the
ongoing UN sanctions against Iraq. Lastly, and despite the Bush administration’s
repeated implications to the contrary, neither the CIA, DIA or the UK’s MI6
ever produced any viable links between Saddam Hussein and the Al Qaeda
terrorist network, nor has any evidence ever materialized suggesting Saddam
Hussein was involved in the September 11" attacks.

On the contrary, suggesting a relationship between Saddam Hussein, a
secular despot who oppressed the religious Shi’ite majority in Iraq, and Al
Qaeda terrorists who endorse a fanatical form of fundamentalist Islamic
Whabbism defies both logic and that region’s history. Numerous WMD and
counterterrorism experts warned that the publicly stated prewar justifications
were highly implausible. They were right.

What motivated the Bush administration to invade Iraq? The simplistic
answer is an effort to preserve US global dominance. Moreover, a little-
known fact belies the deeper reasons for the invasion: in order to prop up the
US’ declining economic status as the sole superpower, its military force was
required to gain strategic control of Iraq’s oil supply and oil currency for both
macroeconomic and geostrategic considerations.

More specifically, this was a war to gain control over Iraq’s hydrocarbon
reserves and, in doing so, maintain the US dollar as the monopoly currency
for the critical international oil market. It was, and is, about retaining the dol-
lar as the world’s reserve currency, and it is also about securing its continued
use as a mechanism for effortless US credit expansion and global supremacy.
It is also about the installation of numerous US military bases in Iraq to gain
strategic dominance of the region with the largest remaining hydrocarbon
reserves on the planet. As the reader will witness, these assertions are based
on a rigorous analysis of the facts, backed with stated US strategic goals.

Although completely unreported by our government and the US corpo-
rate media, one of the answers to the enigma surrounding the Iraq War was
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the simple yet shocking realization that it was partly an oil currency war
waged by the US against the euro, currency of the European Union (EU).
The calculated goal of regime change in Baghdad was designed to prevent
further momentum within the Organization of the Petroleum Exporting
Countries (OPEC) toward the euro as an alternative oil transaction currency.
In order to preempt OPEC, the US government needed to gain control of
Iraq along with its oil reserves. Iraq was really no different than any other
imperial war; it was a war over power.

The purpose of this book is to stimulate much needed debate in our society,
our government, and hopefully in the international policy-making arena. Only
informed and motivated citizens compel changes within the decision-making
apparatus of their governments. I hope that US citizens and the world commu-
nity will begin an open dialogue regarding the complex issues discussed in
this book.

Chapter 1 of Petrodolinr Warfare illustrates that in the post-WWII era,
hegemonic power was, and is, derived principally via channeling oil wealth
and the issuance of World Reserve Currency. Attempting to maintain these
two essential aspects of US hegemony provided motivation for the Iraq War

Chapter 2 outlines how the 2003 Iraq War was also an attempt to fulfill
the long-term US geostrategic objective of securing US bases in the center of
the Persian Gulf before the onset of global Peak Oil. Chapter 3 discusses the
implications of the geological phenomenon referred to as global Peak Oil,
which ASPO projected will occur around 2008.° US and UK domestic energy
supplies are in permanent decline, whereas Iraq and Saudi Arabia are pre-
dicted to be the last to reach peak oil production.*

Chapter 4 outlines the macroeconomics of petrodollar recycling and the
unpublicized, but real, challenge to US economic hegemony from the euro
as an alternative oil transaction currency. Chapter 5 discusses the apparent
broad global movement away from the dollar. This development is due not
only to macroeconomic factors, which most likely were inevitable, but also to
recent geopolitical tensions following the invasion of Iraq. Unfortunately, it is
hard to argue that this movement would have been more containable if current
US foreign and defense policies were not seen as unilateral strategies designed
to obtain monopoly control over the world’s primary energy supply. Our trad-
ing partners and other affected nations would have been much more inclined
to help convert the dollar hegemony system into a new global monetary and
financial system in enlightened ways.

Chapters 6 and 7 end with a reflection and critique of past and present US
fiscal and foreign policies regarding oil and energy issues and propose various
policy alternatives utilizing a multilateral framework. These comprehensive
reforms are predicated on domestic reform of the US media conglomerates,
political campaign finance systems, and associated corporate sponsorship.
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General readers should find the petrodollar recycling process and effects
relatively straightforward once the basics are understood. Academic readers
seeking a technical analysis of this phenomenon from a purely economic per-
spective should read David E. Spiro’s book, The Hidden Hand of American
Hegemony: Petrodollar Recycling and International Markets.

A comprehensive analysis of Peak Oil and various alternative energy tech-
nologies is regretfully beyond the scope of this book. For readers interested
in a thorough review of those issues, two references by Richard Heinberg
provide an in-depth exploration of these subjects, The Party’s Over: Oil, War
and the Fate of Industrial Societies and his profound follow-up book Powerdown:
Options and Actions for A Post-Carbon World. Despite these two caveats relat-
ing to Petrodollnr Warfare, the reader does not need a PhD in economics or
geology in order to recognize that the status quo of petrodollar recycling and
energy consumption is untenable considering the unsustainable structural
imbalances in the global economy and the vast implications of the impending
global Peak Oil phenomenon.

I advocate immediate reform of the global monetary system to include a
dollar/euro currency trading band with reserve status parity, a dual-OPEC oil
transaction standard, and a UN-sponsored multilateral project regarding
broad-based energy reform in alignment with the Upsalla Protocol. These
could potentially restore the damaged international stature of the US, while
providing new mechanisms to create a more balanced global monetary sys-
tem. Most importantly, given the imminent peaking of global oil production,
monetary and energy reforms are required if we are to avoid the devastating
outcome of global warfare over oil currency and oil depletion.

An analysis of current US geostrategic, monetary, and energy policies sug-
gests that the 21 century will be much different from the previous era, with
one possible exception. The first half of the 20" century was filled with
unprecedented levels of violence and warfare on a global scale (15 million
killed in WW I, 55 million in WW II). The first two decades of the 21* cen-
tury present challenges that could also result in the unleashing of another
period of catastrophic human suffering and destruction. In the post-nuclear
age, this must zot be allowed to transpire. In order to avoid such a terrible
fate in this new century, American citizens, more than any others, must accept
and undertake sacrifices for the betterment of humanity; we must once again
begin living within our means relative to both fiscal and energy policies.

The United States’ founding fathers declared that the most fundamental
and patriotic duty was to be an informed citizenry. As such, this book was
written from my sense of patriotic duty in an effort to inform readers in the
US and abroad. While some may find the analysis presented in Petrodolinr
Warfare controversial or perhaps disconcerting, it is presented in the hope
that the beginning of the 21* century may be crafted by the international
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community into a more economically stable, energy sustainable, and less vio-
lent period than the opening decades of the previous century. Humanity and
morality demand nothing less.

Whenever the people are well-informed, they can be trusted with

their own government. Whenever things get so far wrong as to
attract their notice, they may be relied on to set them to rights.

— Thomas Jefferson, Author of the Declaration of
Independence, US President, 1801-1809
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The American Century:
Post-World War II Period
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We, I hope, shall adhere to our republican government and keep
it to its original principles by narrowly watching it.
The price of freedom is eternal vigilance.

— Thomas Jefferson, US President 1801-1809
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At the dawning of the 21* century, the United States is generally acknowl-
edged as the most powerful economic and military nation since the
Roman Empire. It is in fact the most absolute global power ever seen for its
reach, influence, and control. The US is rightly regarded as the unchallenged
superpower. Europe describes the US as the world’s “hyperpower,” while
academics describe the US as the global hegemonic power. Indeed, the US
economy is the world’s largest, with a Gross Domestic Product (GDP) of
approximately $10.5 trillion compared to an annual world GDP of $32 trillion.
Since the 1980s the US GDP per capita has grown much faster than that of
Japan and Europe. US economic growth is boosted by a high capital investment
rate from both domestic and foreign sources, and rising labor productivity
associated with its flexible labor markets. New York remains the premier
financial center of global banking and commerce, and the US is generally
regarded as the leader in globalization.

Since 2001 the general consensus is that tax cuts, cheap credit, and fiscal
priming on an unprecedented scale provided a tremendous stimulus to consumer
spending in the US economy. For the bullish consensus, this policy stance has
been most successful, as measured by recent GDP growth rates of four per-
cent and higher. However, this is a simplistic view that is based on unfounded
assertions. Most commentators have not sufficiently discussed the long-term
costs of this “recovery” as manifested in the ever-mounting structural imbal-
ances in both the domestic and global economy. Specifically, each of these
years has resulted in record US trade gaps, record levels of financial leveraging,
record levels of personal indebtedness, record levels of bankruptcies, record
levels of budget deficits, and abysmal national savings rates.

The budget deficit for fiscal year 2004 was a record $413 billion, which is
$38 billion more than in 2003 and over $70 billion more than originally esti-
mated by the Bush administration. Projected deficits of $5.9 trillion or more
over the next ten years will almost certainly drag down economic growth,
reduce job and wage opportunities." The US trade deficit also continues to
set new records. The trade gap for 2004 soared to a staggering $665.9 billion,
nearly six percent of GDP, and in far excess of the previous record set in 2003
of $496.5 billion. The cumulative US trade deficit since 1990 now totals well
over $3.5 trillion. To finance these deficits, the US must borrow an equivalent
amount, meaning everyday the American government is spending billions
borrowed from central banks in China, Japan, Taiwan, and from other foreign
entities and individuals, who now own 40 percent of the total current US
debt of $7.6 trillion.

Given these imbalances, the US trade deficits suggest our economy is cur-
rently not effectively able to compete with the Japanese and European economies
in our “post-industrial” society, but instead we are addicted to borrowing
prodigious amounts of money without providing goods and services in
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return. The reasons are simple; most US investment in sustainable markets
such as manufacturing has become foreign rather than domestic, while most
of our domestic investment is now in non-sustainable markets, commonly
referred to as the service-based industry. This pattern of US investment in
foreign manufacturing with a growing domestic service sector has produced
unprecedented imbalances in the US trade position that is not sustainable.

An analysis of the domestic economy indicates a deteriorating situation,
albeit more gradual than the external account position. Foremost is the very
mixed picture of job creation that is unlike any previous “recovery period.”
For example, the US has lost approximately 1.1 million jobs since 2001,
according to Labor Department statistics. On the other hand, the economy’s
growth in the second half of 2003 was reported to be a very healthy 6.1 percent,
the fastest six-month growth period in 20 years. In contrast, in 2003 the aver-
age duration of unemployment between jobs had risen to 20 weeks, again the
longest period since 1984.> These disparities between “economic growth”
and lack of job creation are unique to the historical post-recovery pattern of
the US economy and reflect intrinsic contradictions in our so-called post-
industrial economy.

In a controversial admission, one of the top economic advisors in the Bush
administration publicly stated that these trends will somehow be helpful to
the US economy over the long term. In early 2004 President Bush’s chief
economic adviser, Greg Mankiw, implied that outsourcing white-collar ser-
vice jobs abroad where labor is cheaper is a benefit to the US economy, or
“just a new way of doing international trade .... It’s something that we
should realize is probably a plus for the economy in the long run.”® This
seems contradictory given that the reduction in the net US tax base is now at
its lowest level since the 1950s. In fact, many of these recently displaced
workers were formerly earning sustainable manufacturing incomes, but are
now faced with lower-paying service-related jobs and, in some cases, personal
bankruptcy due to increasing debt levels. The recent data reflects the discon-
certing realization that the so-called service-based economy does not appear
to be a feasible long-term model for US economic viability or job growth,
even for those with first-rate technical skills.

In fact, the US employment figures have become exceptionally misleading.
At the time of writing, unemployment is listed at 5.5 percent, but these
highly politicized statistics are fundamentally flawed, as they do not include
individuals who are eligible to work but have simply given up finding a job
due to the lack of domestic job creation. Under the current methodology, the
US could continue to lose hundreds of thousands of workers each month,
but the unemployment rate could remain the same or fall even lower.

For example, the Labor Department stated in July 2004 that the economy
added a paltry 32,000 jobs, compared to the estimated 150,000 new jobs per
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month that are required to keep up with population growth. Despite the fact
that only one fifth of the required job growth was created for those entering
the workforce, the unemployment figure dropped by 0.1 percent to 5.5 per-
cent.* This “low” unemployment statistic is spun and proclaimed by politicians
as a sign of an “improving economy” that is “adding jobs,” when in fact since
2001 US population growth has far exceeded job creation.

In reality the US economy lost a net of at least 1.1 million jobs between
2001 and 2004, and over double that amount in lost manufacturing jobs dur-
ing the same period. This job market is in its longest slump since the Labor
Department began recording statistics in 1939. To illustrate the misleading
statistics, the real unemployment data for the first quarter of 2004, including
part-time employees who were seeking full-time work, was estimated to be
7.4 percent, rather than the reported 5.6 percent.’

Moreover, when underemployment is included — as defined by involuntary
part-time work, discouraged workers, and other marginally attached workers
(i.e., those who have looked for work in the last year but are not counted as
unemployed) — the job picture is much different. According to Job Watch
at the Economic Policy Institute, the total underemployment rate in June
2004 was 9.6 percent, which is far higher than the 7.3 percent in March 2001
when the recession officially began.® Despite optimistic claims of the economy
entering into a “recovery stage” as of November 2001, the real unemploy-
ment rate reveals that jobs are being lost and are simply not being replaced
— at least not in the United States. This is one of many contradictions in sta-
tistical reporting of the US economy. In general, the ability to produce jobs
in the US is deteriorating.

Unfortunately these trends are not likely to dissipate in the near future,
partly due to overseas outsourcing of manufacturing and skilled information
technology-related positions, and partly due to generalized downsizing of
US-based employers. White-collar service jobs, such as engineering and even
US tax return preparation, have been suggested as new opportunities for out-
sourcing. Skilled information technology-enabled jobs are rapidly moving to
cheaper English-speaking labor markets such as India. The obvious deduction
is that the current US job market is contracting under the pressures that Morgan
Stanley economist Stephen Roach termed the “global labor arbitrage.”” There
are no indicators that outsourcing of US jobs will abate in the near future.

The domestic imbalances are significant given the unprecedented chasm
that has grown between income levels of workers in the US. Kevin Phillips,
author of Wealth and Democracy: A Political History of the American Rich,
vividly illustrated the disparity in production worker versus corporate CEO
compensation.® In 1988 the ratio of CEO wages to the hourly wages of pro-
duction workers was 93 times that of workers but increased to a massive 419
times by 1999. While the incomes of workers barely kept up with inflation,
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the incomes of top executives went up 481 percent, despite corporate profits
rising by only 108 percent during the same period.’ Clearly, these changes are
not due simply to market forces.

Phillips deftly argued that perhaps the most important cause of today’s
wealth inequality in the US is a circular relationship between wealth and
political influence. The ultrarich, he explains, use their money to buy politi-
cal influence and then employ their resulting influence to accumulate more
money. Regardless of that assertion, Phillips is quite correct; the current
upward retribution of wealth does not bode well for our societal structure
and political system.

The present reality is a disconcerting picture of the middle class shrinking
as it goes further into debt, while the top one percent of income earners con-
tinue to consolidate more of the nation’s wealth. Despite statistics of four
percent economic growth, the main factor sustaining the economy is increased
personal debt through mortgage refinancing — courtesy of ultracheap credit.
What is currently unknown is the impact of higher interest rates as the Federal
Reserve begins to earnestly increase the overnight lending rate, given the
absence of any real growth in personal incomes. Obtaining middle-class sta-
tus in America is becoming increasingly difficult due to negligible growth in
wages and increasing debt levels. This pattern has contributed to personal
bankruptcies reaching historic highs in 2002, 2003, and 2004.*>"

Some economists, such as Stephen Roach and former World Bank analyst
Richard Duncan, see the US economy as fundamentally unbalanced. The reasons
specified relate to the widening disparities in the world’s external accounts,
with the US as the main culprit. As Stephen Roach stated, “The United States
squanders its already depleted national saving [while the] rest of the world
remains on a subpar consumption path.”’? Duncan argued that the global
economy is in a “state of extreme disequilibrium,” and an evitable “unwinding”
of the global disequilibrium will soon occur, in which he predicted the cur-
rent US-centric economy will experience major dislocations as the global
economy rebalances.”®

Both of these economic commentators claim that the situation in the US
economy can only get worse. In November 2004, during a private lecture on
the economy, Roach suggested the US would eventually experience an
“Economic Armageddon.”™ Such alarming predictions have been wrong
before, but it is quite clear the trade and budget deficits have made the US
economy much more vulnerable to external shocks that could be triggered by
an interruption of the oil supply, a large stock market/currency decline, or
perhaps a terrorist attack.

In summary, the US economy, as it is currently structured, has no mecha-
nism to reverse the massive trade imbalances, which are causing our nation to
sink deeper into debt and into an unfavorable power relationship of dependency



12 PETRODOLLAR WARFARE

with other nations, especially China and Japan. In 2003,

The US economy, as itis  the prestigious Bank of International Settlements (BIS)
currently structured, has no ~ Warned, “The global economy faces a fundamental
dilemma, which is becoming more acute with time. How
can imbalances in growth and external accounts across
the major economic regions be resolved while maintain-
ing robust global growth overall?”** The BIS suggested
that the rest of the world has been far too dependent on
the US economy and that deflationary pressures would
build unless “expansionary demand management poli-
cies” were implemented in both Europe and Asia.

mechanism to reverse the
massive trade imbalances,
which are causing our nation
to sink deeper into debt and
into an unfavorable power
relationship of dependency
with other nations.

In other words, the world’s most prestigious bank
publicly stated its concerns about the declining dollar due to US structural
imbalances, and that the real test for the rest of the world was to become less
dependent on the US economy by creating additional engines for global growth.
Without a doubt, further increases in US trade deficits, budget deficits, con-
sumer and corporate debt creation, along with a corresponding disparity
between domestic savings is clearly unsustainable. Compounding these prob-
lems are the ideologically driven tax cuts in 2001 and 2003. Current levels of
US consumption instead of production are not a sustainable model for wealth
creation in any nation, including the United States.

Despite these significant economic imbalances and subsequent concerns,
US military power is regarded as essentially omnipotent, with unrivaled ability
to project military power to almost anywhere on the globe. While Russia had
the second-largest annual military expenditures of approximately $91 billion
in 2003,the US defense spending of $417 billion that year not only dwarfed
that of Russia, but exceeded the next 20 nations’ defense spending combined.'®
To put this into perspective regarding the latest armed conflict, Iraq’s esti-
mated annual military expenditures in 2002 were only $1.4 billion, equivalent
to less than two days’ expenditures in annual US military spending. That year
Iraq held the 38" position in total annual military expenditures worldwide,
tied with the Philippines, and just below the Czech Republic with $1.6 bil-
lion.”” Although stateside commentary sometimes claims that China is a
potential challenger to US military power, with 2003 expenditures of only
$33 billion, this is unsubstantiated. In 2003 Japan ($47B), France ($37B),
and the UK ($35B) cach had higher military expenses than did China.**

Technologically the US defense establishment is also the most broadly
advanced. A few nations have highly specific military capabilities that exceed
it, but none come anywhere close to the size, breadth, and depth of the US
defense superstructure. This is to be expected as we spend more on national
defense per capita than any nation, and by a very large masygin. For example,
per capita military expenditures in the US and Israel are the highest in the
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world, $1419 and $1551 respectfully.” Third-highest is Saudi Arabia at $789,
while Japan and various European countries spend between $362 and $627
per capita; China spends $25. In 2003 US military expenditures represented
47 percent of the entive world’s shave*® This defies any meaningful comparison.

Additionally, no nation or alliance possesses basing that approaches the
global network of US military bases that have been continually constructed
over the past five decades. Using the terminology coined by Chalmers
Johnson, the US truly is “The American Empire of Bases.”*' The Department
of Defense currently lists 725 military installations in 120 countries, operating
or training in 130 of the 189 nations in the United Nations, from Iceland to
Australia, from Greenland to New Zealand. Johnson made the somewhat
startling observation that the US has 38 separate bases on the Japanese island
of Okinawa alone, covering the “choicest 20% of the island.”?* US naval
power, with its ability to project force from its fleet of aircraft carriers, has a
unique military capability. Even at its height, the Soviet Union had no com-
parable navy or military basing structure.

This vast empire of bases gives the US an unrivaled ability to roam the
world, virtually unchallenged, to do as it pleases seemingly unconstrained by
international convention. With the implosion of the old Soviet Union, now
over a decade ago, the semblance of a military competitor has disappeared.
Unknown to most Americans, CIA briefings given to Congress after the
breakup of the Soviet Union made it clear that the Soviets never had, or ever
funded, anything but a small fraction of what the US consistently spent
throughout the Cold War period.

Paradoxically, Americans find themselves in an unusual dilemma. Despite
its omnipotent military power and current position as the largest economy in
the world, the US has become an increasingly fearful and isolated nation. We
have been instilled with a belief that America is so vulnerable to a small rogue
group of terrorists that it must engage in a worldwide

“war on terror” that according to Vice President Cheney
may last “beyond our lifetimes.” According to former
National Security Advisor Zbigniew Brzezinski, the US
has acquired a somewhat “paranoiac” view of the world.*

The question is, how could we as Americans think
that our country would be anything more than mini-
mally vulnerable to isolated but specific terrorist-type
threats? The most recent evidence of a “paranoiac”
worldview at the highest levels of US government was

relayed in retired General Wesley Clark’s book, — 9roup of terrorists that it must
Winning Modern War. According to Clark, during a ~ engage in a worldwide “war

visit to the Pentagon two months after the September ~ on terror”.

Despite its omnipotent military
power and current position as
the largest economy in the
world, the US has become an
increasingly fearful and
isolated nation. ... instilled
with a belief that America is so

vulnerable to a small rogue

11, 2001, attack, he became alarmed when informed of
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US military planners working on a five-year, seven-war campaign against
nations that were deemed to be “state-sponsors” of terrorists groups.”* At the
time, Clark considered such a military strategy to be unfathomable, and
regretfully dismissed the plausibility that US leaders would actually advocate
such policies.

With the exception of the Taliban regime in Afghanistan, what other govern-
ments were actively supporting Al Qaeda? Much evidence suggests that Saudi
Arabia and Pakistan were sympathetic to the Taliban, and likely supporting
Osama bin Laden. Neither of these two countries were included as part of the
“axis of evil.”

Perhaps the ultimate illustration of this irrational paranoia in America’s
national sentiments was the amount of public support for the March 2003
invasion against Iraq — a nation that had over the previous 12 years become
reduced to a nearly de-industrialized country with a feeble military unable to
protect its borders or even its capital. Never before has the US openly defied
the international community and discarded international law in order to wage
an unprovoked “preventative war” against another country. That historical
event should be instructive of some underlying forces.

Although the majority of governments worldwide and the UN did not
agree with President Bush and Prime Minister Blair’s justifications for the
Iraq War, many Americans became convinced that Saddam Hussein posed an
imminent threat to the US, and as such, an immediate invasion of Iraq was
warranted. However, subsequent to the invasion, none of the originally stated
threats against the US have been proven to be true. During 2004 notable evi-
dence was provided by former members of the Bush administration stating
that the Iraq War was a predetermined decision when Bush was sworn in as
president in January 2001.

These assertions were verified in The Price of Loyalty, a book that detailed
the recollections of former US Treasury Secretary O’Neill. He was surprised
to learn during the very first National Security Council meeting in January 2001
that Bush sought to “find a way” to topple Saddam Hussein.* A subsequent
book by former terrorism czar Richard Clarke, Against All Enemies, further
confirmed the Bush administration’s desire to invade Iraq after the
September 11* attacks. According to Clarke, when he informed President
Bush the next day, that Saddam Hussein had no ties to Al Qaeda, Bush “testily”
ordered him to “Look into Saddam, Iraq,” while Donald Rumsfeld stated his
desire, “getting Iraq.”

Paradoxically, at the beginning of the Bush administration, former Secretary
of State Powell declared that the UN sanctions were effective and that Iraq
did not pose any threat to its neighbors or to the US. On February 24, 2001,
Powell stated: “[Saddam Hussein] has not developed any significant capabil-
ity with respect to weapons of mass destruction. He is unable to project
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conventional power against his neighbors. So in effect, our policies have
strengthened the security of the neighbors of Iraq.”” In 2005 the final report
from the chief US weapons inspector Charles Duelfer concluded that Iraq
had not produced any WMD since 1991 and that the “former regime had no
formal written strategy or plan for the revival of WMD.”?

Additionally, neither the Central Intelligence Agency (CIA) nor the Defense
Intelligence Agency (DIA) was able to find any credible links between
Saddam Hussein and the Al Qaeda 9/11 terrorist attacks despite an intensive
analysis.” Considering that Saddam Hussein’s debilitated military force was
unable to challenge its immediate neighbors or the US, he was unable to
rebuild his WMD program, and there was no evidence of Iragi involvement
in the 9/11 attack, or even tacit support of Al Qaeda, what was driving the
Bush administration to preemptively invade Iraqg?

This book attempts to explain from an analytical perspective the non-publicly
disclosed, but major, economic and strategic forces that drove President
Bush’s desire to topple Saddam Hussein from the very beginning of his admin-
istration, well before 9/11. The actual threat to the US was not based on
violence or terrorism, but something different, yet not altogether surprising
— declining economic power and depleting hydrocarbons.

Throughout history, the rationales provided by various political leaders to
undertake wars usually turned out to be quite different from the real under-
lying reasons. Typically, in retrospective analysis the “simple reasons” stated
in public often obfuscate the much broader and complex issues that were
never publicly stated. Of course different constituents may draw different
conclusions from the historical analysis of contemporary warfare, but in either
case the objectives as publicly stated at the time are usually confounded with
underlying strategic issues.

Military historians have often observed that the vast majority of modern
warfare has usually been based upon underlying issues regarding access to
resources and related economic issues. Michael Klare, international energy
expert and author of Resource Wars: The New Landscape of Global Conflict,
noted that even so-called religious wars are often driven by underlying strate-
gies to gain control over natural resources.” Throughout history, political
leaders have often exploited race or religion as mechanisms to create general-
ized hatred and draw popular support for campaigns of warfare.

This book presents facts that will refute the publicly stated reasons for the
2003 Iraq War, and offers an alternative hypothesis based primarily on well-
established US strategy regarding control of oil, and a unique analysis regarding
the macroeconomics of the US dollar.

While some Americans may not accept the conclusion offered in this text,
the majority of objective US readers and international observers will find this
analysis informative, convincing, and perhaps disconcerting. It is intended to
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stimulate some level of debate within US and EU societies and at the policy-
making level regarding these crucial, yet essentially unreported, issues.
Although the US invasion of Iraq was a quick military success, for which
we are grateful, the US dollar has not regained its traditional safe-harbor status
following the war, but has continued its downward trajectory relative to most
other major currencies. Currency traders had expected the dollar to strengthen
following a successful US military campaign, as was witnessed after the 1991
Operation Desert Storm. Despite the appearances of a stock market rally in
2003-2004, the dollar’s continued deterioration suggests that the US econ-
omy is not exactly healthy. The dollar is the symbol of US economic power,
the center of the world’s financial markets, and the foundation upon which
the American Century was built.
However, since early 2002 the international capital

Since early 2002 the markets have developed a notable preference for the euro.
Washington appears to have abandoned a strong dollar
policy and allowed the dollar to fall without intervention,
other than that of the Japanese. The public comments from
Washington are that the markets should decide the value
of the dollar.

A careful analysis of the nuances of international finance
reveals that what is actually taking place is a high-stakes
game for geopolitical influence. We are witnessing a

international capital markets
have developed a notable
preference for the euro.
Washington appears to have
abandoned a strong dollar
policy and allowed the dollar

to fall without intervention.

struggle between two competing global currencies: the
euro and the dollar. The emergence of the euro has provided the first viable
challenger to US dollar’s supremacy since the end of World War II.

The Bush administration’s drive toward a war in Iraq was represented not
only by the highly visible neoconservative hawks — such as Donald Rumsfeld,
Paul Wolfowitz, and Richard Perle — but also by the more powerful, veiled
interests whose global role depends upon the dollar’s status as the World
Reserve Currency. These influential groups are well represented by the cabinet
members of the Bush administration and include large transnational energy
companies, such as Halliburton, Exxon Mobil, and ChevronTexaco. The other
half of these influential interests are the Big Five American defense conglomer-
ates of Boeing, Lockheed-Martin, Raytheon, Northrop-Grumman, and TRW,
as well as numerous other military-industrial contractors.

These giant energy and military firms wield enormous political clout in
Washington, often hiring former Washington insiders to enhance their polit-
ical power. Cheney’s tenure as CEO of Halliburton between the two Bush
administrations is the most well-known example of the powerful government-
energy nexus. This is the same corporate-military-industrial-petroleum network
of conglomerates that preferred a puppet government in Iraq, for reasons that
will become apparent later in this chapter.
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In the high-stakes power game of geostrategy, maintaining the dollar as
the World Reserve Currency was a major component in the Bush administra-
tion’s push for the Iraq War. Once this fundamental concept is known, the
strategic and political divisions between the US and the EU /Franco-German
alliance in both the prewar and postwar periods become understandable.

America’s dominant position as the sole superpower ultimately rests upon
two pillars: its overwhelming military superiority and its control of the
global economic system by the unique role of the dollar as the World
Reserve Currency. An analysis of the facts before, during, and especially after
the Iraq War strongly suggests it was designed to preserve the second pillar
of US domination — the dollar and its unique role regarding international
oil sales.

The American Century: Three Phases

A historical review of the American Century can be traced back through dis-
tinct economic periods in the post-World War II period. F. William Engdahl
offered an exemplary model in which he divides this postwar period of US
supremacy into three separate phases. The following constructs including the
three phases of US dominance is liberally borrowed from Engdahl’s online
essay, “The American Century? Iraq and the Hidden Euro-dollar Wars,”*!
also chronicled in his updated book, The Century of War: Anglo-American
Oil Politics and the New World Order.®

Even before WW II and America’s emergence as a superpower, the US
had the largest economy, but at the time it was not a leading factor in global
management. In 1929, before the Great Depression, the US produced a prodi-
gious 44.5 percent of global industrial production, compared to Germany’s
11.6 percent, Great Britain’s 9.3 percent, France’s 7 percent, the Soviet
Union’s 4.6 percent, and Japan’s 2.4 percent.”

However, the aftermath of WW II dramatically reinforced this dynamic,
and the US emerged as a superpower. During the war its economy was trans-
formed into a semi-command economy in which industrial production almost
quadrupled. Women entered the workforce in vast numbers, while the
American citizens made significant sacrifices in lifestyle and consumption for
the war effort. By the end of the war the US had not only gained economic
dominance, but also enjoyed greatly enhanced security in the northern and
southern hemispheres.

Following the successful D-Day invasion of June 1944, the Allies realized
the war would probably end within a few years, and it was obvious the world
would be in dire need of economic and diplomatic stabilization. This led to
the famous Bretton Woods Monetary Conferences of 1944-1945 that estab-
lished a new international monetary system based on the US dollar. A plaque
erected at the original conference site in Carroll, New Hampshire, states:
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In 1944 the United States government chose the Mount
Washington Hotel as the site for a gathering of representatives of
44 countries. This was to be the famed Bretton Woods Monetary
Conference. The Conference established the World Bank, set the
gold standard at $35 an ounce, and chose the American dollar as
the backbone of international exchange. The meeting provided
the world with badly needed post war currency stability.

For a time the US performed its new hegemonic role rather admirably.
The economies of Europe and Asia were literally bombed-out and desperately
needed to be reconstructed in the postwar period. Hence, it was the Bretton
Woods Conferences that created the World Bank and the International Monetary
Fund (IMF) to facilitate this noble goal. These two organizations were later
instrumental in rebuilding both the European and Japanese infrastructures.
The first phase of the American Century began in the immediate postwar
period from 1945 and 1948 when the Cold War officially began. Engdahl
and many other contemporary commentators refer to this period as the
“Bretton Woods Gold Exchange system.”**

Under the Bretton Woods system in the immediate aftermath of the war,
the international order was relatively tranquil. The United States emerged as
the sole superpower, with a strong industrial base and the largest gold
reserves of any nation. The initial task was to rebuild Western Europe, and in
1949 it was decided to create the NATO (North Atlantic Treaty
Organization) alliance against possible Soviet Union military incursions into
Western Europe. The role of the US dollar was directly tied to that of gold.
So long as America enjoyed the largest gold reserves, and the US economy
was in large measure the most productive and efficient producer, the entire
Bretton Woods currency structure from French franc to British pound sterling
and German mark was stable. Dollar credits were extended along with the
Marshall Plan to financially assist the rebuilding of wartorn Europe and Asia.

American companies, including oil multinationals, gained nicely from
their dominant positions in European trade at the onset of the 1950s.
Washington even encouraged the creation of the Treaty of Rome in 1958 in
order to boost European economic stability and generate larger US export
markets in the bargain. For the most part, this initial phase of what TIME
magazine publisher Henry Luce termed “the American Century” was a
period of enlightened US leadership. To be sure, in terms of economic gains
this immediate postwar period was relatively benign for both the US and
Europe.® The US enjoyed healthy trade and fiscal positions, which allowed
subsequent economic flexibility.

Likewise, this was the era of American liberal foreign policy, such as the
Marshall Plan and the Berlin Airlift. The United States was welcomed as the
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dominant power in the Western community of nations. As it commanded
overwhelming gold and economic resources compared with Western Europe,
Japan, and South Korea, the US could well afford to be open to European
and Japanese trade and exports. The tradeoff was European and Japanese
support for the role of the US during the Cold War. American leadership was
based during the 1950s and early 1960s less on direct coercion and more on
arriving at consensus, whether in trade rounds regarding the General
Agreement on Tariffs and Trade (GATT) or other issues. Elites, such as the
Bilderberg group, were organized to share the evolving consensus between
Europe and the United States.®

The first most benign and prosperous phase of the American Century
came to an end by the early 1970s. This, due in part to the escalating
expenses of the Vietnam War and the growing economic strength of Europe
and Japan, was greatly exacerbated by the unexpected arrival of domestic peak
oil production in the lower 48 US states in 1970. By the mid-1960s, the
Bretton Woods Gold Exchange began to break down, as Europe had rebuilt
its manufacturing base and had become a strong exporter. One visible example
of renewed economic power was Volkswagen automobile sales in the US.

This growing economic strength in Western Europe coincided with soaring
US public deficits as President Johnson escalated the tragic war in Vietnam.
Given the huge debt being created by the military operations in Southeast
Asia, several European countries became concerned about the dollar’s value
and began redeeming their dollars for gold. The most notable was Charles de
Gaulle of France, the first of the major European countries to take its dollar
export earnings and claim gold from the US Federal Reserve, which was legal
under the Bretton Woods Conference.

However, by November 1967 withdrawals of gold bullion from the US
Treasury had become extensive. The weak link in the Bretton Woods Gold
Exchange arrangement was Britain, often referred to as the “sick man of
Europe.” It broke the first link in the Bretton Woods monetary system in
1967, when the pound sterling was devalued. As Engdahl noted,

[This] accelerated the pressure on the US dollar, as French and
other central banks increased their call for US gold in exchange
for their dollar reserves. They calculated with the soaring war
deficits from Vietnam, it was only a matter of months before the
United States itself would be forced to devalue against gold, so
better to get their gold out at a high price.*

By the summer of 1971 the drain on the Federal Reserve’s gold stocks had
become critical, and even the Bank of England joined the French in demanding
US gold bullion for their dollars. In August 1971 the British ambassador
showed up at the Treasury Department to redeem $3 billion for its fixed
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exchange value in gold of $35 per ounce (approximately 5.3 million ounces,
or 2600 tons of gold).* At this time the Nixon administration opted to aban-
don the dollar-gold link entirely, thereby going to a system of floating
currencies on August 11, 1971. Otherwise Nixon would have risked the collapse
of the gold reserves of the US. Rather than risk damaging US credit, he
changed the rules, or more accurately, he abandoned the rules.

The break with gold effectively ended the Bretton Woods Agreement and
opened the door to an entirely new phase of the American Century. In this
phase, large international banks, such as Citibank, Chase Manhattan, or Barclays
Bank, in effect privatized control over monetary policy. These institutions
assumed the role that central banks held under the Bretton Woods gold system,
but of course without any ability to redeem dollars for gold. In this phase,
market forces determined the dollar’s value, which resulted in substantial
inflation during the early 1970s. In an effort to stem this inflation, the Nixon
administration adopted wage-price freezes in late 1971, but inflation continued
to increase significantly during the 1970s.

The combined forces of a free-floating dollar, a growing US trade deficit,
and massive debt associated with the ongoing Vietnam War contributed to
both the volatility and devaluation of the dollar in the 1970s. According to
research outlined in David Spiro’s book, The Hidden Hand of American
Hegemony, it was during this time that OPEC began discussing the viability
of pricing oil trades in several currencies. This unpublished proposal involved
a basket of currencies from the Group of Ten nations, or G-10.* These mem-
bers of the Bank of International Settlements (BIS), plus Austria and
Switzerland, included the major European countries and their currencies,
such as Germany (mark), France (franc), and the UK (pound sterling), as well
other industrialized nations, such as Japan (yen), Canada (Canadian dollar),
and of course the US (US dollar). It should be noted the powerful G-10,/BIS
also has one unoftficial member, the governor of the Saudi Arabian Monetary
Authority (SAMA).

In order to prevent this monetary transition to a basket of currencies, the
Nixon administration began high-level talks with Saudi Arabia to unilaterally
price international oil sales in dollars only — despite US assurances to its
European and Japanese allies that such a unique monetary/geopolitical
arrangement would #oz transpire. In 1974 an agreement was reached with
New York and London banking interests that established what became
known as “petrodollar recycling.” That year the Saudi government secretly
purchased $2.5 billion in US Treasury bills with their oil surplus funds, and
a few years later Treasury Secretary Blumenthal cut a secret deal with the
Saudis to ensure that OPEC would continue to price oil in dollars only.*

In typical understatement Spiro noted that, “clearly something more than
the laws of supply and demand ... resulted in 70 percent of all Saudi assets in
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the United States being held in a New York Fed account.”* Naturally, this
arrangement with the Saudi government prevented a market-based adjust-
ment and was the basis for the second phase of the American Century, the
petrodollar phase. What follows is the extraordinary history in which
petrodollar recycling was vigorously implemented during the 1970s.

Recycling Petrodollars

In May 1973, with the dramatic fall of the dollar still vivid, a
group of 84 of the world’s top financial and political insiders met
at Saltsjobaden, Sweden, the secluded island resort of the Swedish
Wallenberg banking family. This gathering of [the] Bilderberg
group heard an American participant, Walter Levy, outline a ‘sce-
nario’ for an imminent 400 percent increase in OPEC petroleum
revenues. The purpose of the secret Saltsjobaden meeting was not
to prevent the expected oil price shock, but rather to plan how to manage
the about-to-be-created flood of oil dollars, a process US Secretary
of State Kissinger later called ‘recycling the petrodollar flows.’
[emphasis added]

— F. William Engdahl, A Century of War*®

Beginning in the mid-1970s the American Century system of global eco-
nomic dominance underwent a dramatic change. The oil price shocks of
1973-1974 and 1979 suddenly created enormous demand for the floating
dollar. Oil-importing countries from Germany to Argentina to Japan all were
faced with how to acquire export-based dollars to pay their expensive new oil-
import bills. The rise in the price of oil flooded OPEC members with dollars
that far exceeded domestic investment needs and were therefore categorized
as “surplus petrodollars.” A major share of these came to London and New York
banks where the new process of monetary petrodollar recycling was initiated.

Engdahl’s remarkable book, A Century of War, chronicled how certain
geopolitical events mirrored a “scenario” discussed during a May 1973 Bilderberg
meeting. Apparently powerful banking interests sought to “manage” the
monetary dollar flows that were premised upon what the group envisioned as
“huge increases” in the price of oil from the Middle East. The minutes of this
Bilderberg meeting included projections of OPEC oil prices increasing by
400 percent.*

In 1974 US Assistant Treasury Secretary Bennett and David Mulford of
the London-based Eurobond firm of White Weld & Co. set about the mech-
anism to handle the surplus OPEC petrodollars.* Kissinger, Bennett, and
Mulford helped orchestrate the secret financial arrangement with SAMA that
creatively transformed the high oil prices of 1973-1974 to the direct benefit
of the US Federal Reserve Banks and the Bank of England.
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Despite the financial windfall enjoyed by the US/UK banking and
petroleum conglomerates who “managed the recycling of petrodollar flows,”
most Americans regard the 1973-1974 oil shocks as a particularly painful
time of high inflation and long lines at every gas station. In the developing
countries these high oil prices created huge loans from the International
Monetary Fund — debts to be repaid entirely in dollars.

Saudi Arabia and the other OPEC producers deposited their surplus dollars
in US and UK banks, which then took these OPEC petrodollars and re-lent
them as Eurodollar bonds or loans, to goverments of developing countries
desperate to borrow dollars to finance their oil imports. While beneficial to
the US- and UK-based financial centers, the buildup of these petrodollar debts
by the late 1970s facilitated the basis for the developing world’s debt crisis of
the early 1980s. Hundreds of billions of dollars were recycled between
OPEC, the London and New York banks, and back to developing countries.

Also, following the collapse of the Bretton Woods Agreement, a massive
shift from gold to dollar reserve assets quickly took place. In 1971 gold rep-
resented approximately 50 percent of the International Reserve assets, but
after 1971 gold was rapidly replaced by foreign exchange currencies, which now
represent about 95 percent of Central Bank Reserve assets. Dollars became
the major reserve currency for most nations. Since then the net effect of
petrodollar recycling has provided the Federal Reserve with an unparalleled
ability to create credit and expand the money supply in such a manner that
was impossible under the previous Bretton Woods Agreement.

In The Dollar Crisis, Richard Duncan attributed the 1974 petrodollar
recycling mechanism to the “first boom-and-bust crisis of the post-Bretton
Woods era.” In fact this transitional period created an unbalanced system
replete with unforeseen and undesirable artifacts, mainly a massive developing
world debt as a result of the high oil prices. In August 1982 Mexico announced
it would likely default on repaying Eurodollar loans, breaking another chain
in the global monetary system. The developing world debt crisis was set in
motion when Paul Volcker and the US Federal Reserve had to unilaterally
increase US interest rates in 1979 in an effort to save the failing dollar.

After three years of record high US interest rates, the dollar was “saved”
by 1981, but most of the developing nations were drowning in what they
perceived as rather usurious US interest rates on their petrodollar loans. The
IMF enforced debt repayment to the London and New York banks by act-
ing as debt policeman in implementing the dreaded “austerity” programs.*
As a result, public spending for health, education, and welfare decreased as
the IMF required banks to provide timely debt service on their petrodollar
loans. These austerity programs were often perceived as draconian measures
by the local populations and may have contributed to the contemporary anti-
globalization movement.
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The petrodollar supremacy phase was a successful attempt by the US’ ruling
establishment to slow down its geopolitical decline as the hegemonic power
of the postwar system. The IMF Washington Consensus enforced draconian
debt collection on developing countries, forcing them to repay dollar debts
despite the social upheavals and lack of funds for domestic growth.*
Moreover, this system prevented economic independence from developing
nations in our hemisphere, and kept the US banks and the dollar afloat.

In the 1970s Japan became the US’ largest trade partner, but with no
indigenous oil supply and yet a major industrial nation, it was, and still is, a
significant importer of oil. Japanese trade surpluses have been facilitated by
the export of cars, electronics, and other goods that are then used to buy oil
in dollars. The remaining surpluses are invested in US Treasury bonds to earn
interest. It has been suggested that the G-7 was founded in an effort to keep
Japan and Western Europe inside the orbit of the US dollar system. However,
from time to time into the 1980s and again after the 1997 monetary crisis,
various voices in Japan would call for three major currencies — dollar,
German mark, and yen — to share the World Reserve role. These reforms
aimed at balancing the global monetary system never transpired, while the
dollar continued its role as the official World Reserve Currency.

From a narrow standpoint, the petrodollar phase of US domination seemed
to work as it provided a level of stability regarding global oil prices. However,
as Engdahl noted, this situation has created unsustainable debt levels in many
developing nations, and some have suggested an ever-worsening economic
decline in living standards.* The IMF “austerity” policies often damaged
national economic growth, while transferring the wealth out of the host
country and into areas for reinvestment that did not benefit the nation that
sold off its natural resources.

Despite the economic power gained from this artificial alliance with Saudi
Arabia, even in the petrodollar phase US geostrategists were basically of the
realist tradition and were able to construct a liberal consensus for American
foreign policy and military policy. To use a term coined by Joseph Nye,
American’s “soft power” was still used to negotiate periodic new trade arrange-
ments or other issues with its allies in Europe, Japan, and East Asia.*

Neoconservatives and the “Petroeuro” Challenge

The end of the Cold War in the early 1990s allowed the natural emergence
of a newly unified Europe and the European Monetary Union. As far back
as 1997 it was recognized that a unified Europe could begin to present an
entirely new challenge to the American Century. It took one decade after
the 1991 Gulf War for this new dynamic to emerge into a full-blown chal-
lenge, resulting in one of the underlying economic reasons for the 2003
Iraq War. The present conflict stemming from the 2003 invasion of Iraq is
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the first major proxy battle in the new, third phase of securing American
dominance.

Several slogans have been offered to justify the Iraq War, but certainly one
of the most peculiar is the idea proffered by Stanley Kurtz, Max Boot, and
other neoconservative commentators who advocate military action and regime
change as part of their bold plan for “democratic imperialism.”*" However,
this neoconservative proclivity for Orwellian-like sophistry does not resemble
any useful model for geostrategic planning. The ongoing guerilla war in Iraq
suggests that “democratic imperialism” is likely viewed by vast swaths of Iraqi
society as militant imperialism. A more direct appraisal of the situation requires
a review of statements made by George Kennan, head of policy planning in
the US State Department. Kennan is often regarded as one of the key architects
of US global strategy in the postwar period. In 1948 he advocated the follow-
ing candid advice to US leadership:

We have about 50 percent of the world’s wealth, but only 6.3 per-
cent of its population. In this situation, we cannot fail to be the
object of envy and resentment. Our real task in the coming period
is to devise a pattern of relationships which will permit us to main-
tain this position of disparity. To do so, we will have to dispense
with all sentimentality and day-dreaming; and our attention will
have to be concentrated everywhere on our immediate national
objectives. We should cease to talk about vague and unreal objectives
such as human rights, the raising of the living standards, and
democratization. The day is not far off when we are going to have
to deal in straight power concepts. The less we are then hampered
by idealistic slogans, the better.*

The “idealistic slogans” that Kennan recommended US policy makers dis-
card are the very ideas that our government is supposed to represent, such as:
“human rights,” “raising living standards,” and “democratization.” While the
US has largely been able to avoid “straight power concepts” for five decades,
it has now become the only vehicle for which it can maintain its dominance.
Indeed, Kennan’s term “straight power” is the appropriate description of cur-
rent US geopolitical unilateralism. Unfortunately, the basis for the broad
proliferation of global anti-American sentiments is a tragic result of the Bush
administration’s insistence on hard power diplomacy.

The foundations for aggressive, overt US foreign polices are evident from
various interviews and policy papers provided by neoconservative thinkers,
such as Dick Cheney, Donald Rumsfeld, Paul Wolfowitz, Richard Perle,
David Frum, and William Kristol. The origin of these polices can be traced to
a controversial defense policy paper written by Wolfowitz in February 1992
for then Secretary of Defense Cheney. In this paper Wolfowitz advocated that
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the US seek to dominate the world community in the aftermath of the Cold
War.

These policy documents specifically stated that no nation or group of
nations should be allowed to compete or even “play a larger role” in the world.
The potential challengers to US dominance as referenced in this document
included US allies such as Europe, Japan, and India.”® In March 1992 when
this paper was leaked, it created much controversy and thus was subsequently
toned down in a later version. Nonetheless, the idealistic goal of a US global
power enforcing its role of domination remained alive throughout the 1990s.

In September 2000, during the presidential election between Al Gore and
George W. Bush, a small Washington think-tank, the Project for a New American
Century (PNAC), released a major policy study, “Rebuilding America’s
Defenses: Strategies, Forces and Resources for a New Century.”** This 90-
page report gives a better understanding of the Bush administration’s foreign
policies. This manifesto revolved around a geostrategy of US dominance —
stating that no other nations will be allowed to “challenge” US hegemony.

On Iraq, it stated, “The United States has sought for decades to play a
more permanent role in Gulf regional security. While the unresolved conflict
with Iraq provides the immediate justification, the need for a substantial
American force presence in the Gulf transcends the issue of the regime of
Saddam Hussein.”™ [emphasis added] The PNAC authors acknowledged
that for decades US geostrategists have sought to introduce permanent military
basing in Iraq, regardless of whether Saddam Hussein remained in power.
With the neoconservatives firmly in power, components of both the 1992
and 2000 policy papers were incorporated into formal US policy, the 2002
US National Security Strategy (NSS).

For decades the US has been successful in employing a combination of
both economic and military power to pursue neoliberal globalization, while
retaining its global military superstructure even after the demise of the Soviet
Union. However, these historical trends that facilitated

multilateral policies were largely abandoned under the neo-
conservative doctrine that advocates overt projection of US
military force to pursue global domination. Not surpris-
ingly, this radical US unilateralism has altered geopolitical
alignments and created tension around the world. Rather
than work out areas of agreement with European partners,
Washington increasingly sees a united European Union as
the major strategic threat to American hegemony, especially
the “Old Europe” of Germany and France.

This strategy is unfortunately the historical pattern wit-
nessed from a declining economic power. The British Empire
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the Soviet Union.

began its decline around 1870, at which time the British
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government often resorted to increasingly desperate imperial wars in South
Africa and elsewhere. So too is the US using its military might in an effort to
advance what it can no longer achieve by economic means.* While no nation
or group of nations seeks to challenge its military superiority, the broad momen-
tum toward the euro presents a real, but unspoken, economic challenge to
US hegemony. At present, the US dollar has become its Achilles heel.

The successtul introduction of the euro in January 1999 added an entirely
new clement to the global monetary system and ushered in what may be
called the third phase of the American Century, in which the latest Iraq War
plays a major role. This phase, according to Engdahl, threatens to bring a new
“malignant or imperial phase” to replace the earlier phases of American hege-
mony.” Certainly, the neoconservatives are quite open about their imperial
agenda, while more traditional US policy-makers attempt to either deny these
policies or obfuscate their motives by promoting ideals such as “spreading
democracy” through force of arms. Regardless, the economic imbalances in
the current US economy and the reality of a challenger to the dollar’s role in
the global economy define this new phase of the American Century.

Third Stage of the American Century: Petrodollar Warfare

This new emerging phase appears to be unfolding with a manifest difference
from the two initial phases of the American Century — 1945 to 1971, and
1971 to 1999.% This new phase of unbridled unilateralism and hard power is
an attempt to continue US domination in the aftermath of 9/11 and the Iraq
War. American power from 1945 to 1999 can be described as predominately
that of an accepted global hegemon, based on its vast economic and military
capabilities. While a global hegemon dominates power in an unequal distri-
bution of international power, its influence is based more on consent among
its allies, and not generated solely by coercion.

During the first five decades after WW II, American dominance was largely
based on an understanding that the US would provide certain services to its
allies, such as military security or regulating world markets, that would benefit
both the larger group and itself. This period was marked with a sufficient
degree of American multilateralism within the UN framework and international
cooperation between the US and Europe regarding NATO military operations.

However, unlike a dominant power that enjoys some level of acquiescence
from other nation states, an imperial power has no obligations to allies, nor
does it have the freedom for such policies, as the only raw dictate becomes
how to hold on to its declining power, often referred to as “imperial over-
stretch.” This is the worldview that neoconservatives such as Cheney and
Rumsfeld advocate, nothing less than US domination of the international
order. This requires the doctrine of “preventative warfare,” military control
over the world’s primary energy supply, along with military enforcement of
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the dollar — and only the dollar — as the international currency standard for
oil transactions. Unlike the previous periods of US domination, forward-leaning
military unilateralism is the underlying posture.

An unspoken war between the dollar and the euro for global supremacy is
at the heart of this new phase of the American Century, referred to in this text
as the petrodollar warfare stage. It will be vastly unlike the earlier period from
1945 to 1999. In this new era, the US freedom to grant economic concessions
to the G-7 industrialized nations is rather diminished.” (This also applies to
Russia, the eighth member of the G-8).

The prewar diplomatic conflicts and ongoing reluctance of the world
community to broadly internationalize the postwar Iraq situation were the
opening acts in this new conflict. The ultimate prize in this game of strategy
is the currency that OPEC uses as their international standard for oil transac-
tions. It has traditionally been the dollar, but the euro is now challenging this
arrangement. In other words, we are witnessing an unspoken oil-currency
war between the US and EU.

The petrodollar warfare stage was ushered in on March 19, 2003, with the
unprovoked military invasion of Iraq by the US, UK, and a small contingent
of Australian soldiers. This stage will be based on two primary factors: using
the US military to secure physical control over the planet’s remaining hydro-
carbon deposits, and using the US military and its various intelligence agencies
to enforce the petrodollar arrangement. Iraq was the first overt conflict in this
third stage.

Bluntly stated, the petrodollar warfare stage unfortunately represents the
application of violence by the US intelligence agencies or military in an effort
to enforce the dollar standard as the monopoly currency for international oil
transactions. Iran, Venezuela, Russia, and potentially even Saudi Arabia may
move away from the petrodollar arrangement in the near to immediate term,
thereby becoming the targets of US antagonism. While the Russian political
apparatus is fairly immune to direct US interventions, the plausibility of regime
change in various less-powerful oil-producing states in the Middle East,
Caspian Sea region, West Africa, and Latin America remains ever present.

To understand the importance of this unspoken battle for currency
supremacy, we should review the events that facilitated the emergence of the
US as the dominant global superpower after 1945. It is obvious that US
hegemony has traditionally rested on two formidable pillars. Foremost is its
overwhelming military superiority over all other global rivals. In 2003 the
US’ defense spending was more than three times the total of the twelve-state
EU, approximately $417 billion versus $120 billion, with the US spending
more than the 20 next-largest nations combined. If this disparity were not
enough, Washington plans additional defense spending of $2.1 trillion over
the next five years (through 2009).
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The US figure does not include the annual expenditures of its vast intelli-
gence network, totaling at least $30 billion. No nation or group of nations
comes close in defense or intelligence-related spending. China is most inter-
ested in economic development and is at least two decades away from
becoming a military power that could potentially challenge the US. Certainly
no other nations have any interest in challenging the formidable pillar of US
military dominance in the near term.

The second pillar of American dominance in the world is the role played
by the US dollar as the international World Reserve Currency. Until the
advent of the euro in 1999, there was simply no potential challenge to dollar
supremacy in world trade. Maintaining this is a strategic imperative if America
seeks global dominance. It should be noted that dollar hegemony is in many
respects more important than US military superiority. Indeed, removing the
dollar pillar will naturally result in the diminishment of the military pillar.
On September 24, 2000, Saddam Hussein emerged

from a meeting of his government and proclaimed
that Iraq would soon transition its oil export transac-
tions to the euro currency.® Why would Saddam
Hussein’s currency switch be such a strategic threat to
the bankers in London and New York? Why would the
US president risk 50 years of carefully crafted global
alliances with various European allies and advocate a
military attack that could not be justified to the world
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euro currency.

community?

The answer is simple: the dollar’s unique role as a petrodollar has been the
foundation of its supremacy since the mid 1970s. The process of petrodollar
recycling underpins the US’ economic domination that funds its military
supremacy. Dollar/petrodollar supremacy allows the US a unique ability to
sustain yearly current account deficits, pass huge tax cuts, build a massive mili-
tary empire of bases worldwide, and still have others accept its currency as
medium of exchange for their imported good and services. The origins of this
history are not found in textbooks on international economics, but rather in
the minutes of meetings held by various banking and petroleum elites who
have quietly sought unhindered power.

US Dollar: Fiat Currency or Oil-Backed Currency?

What the powerful men grouped around the Bilderberg had evi-
dently decided that May [1973] was to launch a colossal assault
against industrial growth in the world, in order to tilt the balance
of power back to the advantage of Anglo-American financial inter-
ests and the dollar. In order to do this, they determined to use
their most prized weapon — control of the world’s oil flows.
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Bilderberg policy was to trigger a global oil embargo in order to
force a dramatic increase in world oil prices. Since 1945, world oil
had by international custom been priced in dollars .... A sudden
sharp increase in the world price of oil, therefore, meant an
equally dramatic increase in world demand for US dollars to pay
for that necessary oil.

Never in history had such a small circle of interests, centered
in London and New York, controlled so much of the entire
world’s economic destiny. The Anglo-American financial estab-
lishment had resolved to use their oil power in a manner no one
could have imagined possible. The very outrageousness of their
scheme was to their advantage, they clearly reckoned.

— F. William Engdahl, A Century of War, 2004

At this point he makes an extraordinary claim: ‘I am 100 percent
sure that the Americans were bebind the increase in the price of oil.
The oil companies were in veal trouble at that time, they had bor-
rowed a lot of money and they needed o high oil price to save them.

‘He says he was convinced of this by the attitude of the Shah
of Iran, who in one crucial day in 1974 moved from the Saudi
view’ ... ‘to advocating higher prices.’

‘King Faisal sent me to the Shah of Iran, who said: “Why are you
against the increase in the price of 0il? That is what they want? Ask
Henry Kissinger — he is the one who wants a higher price.””
[emphasis added ]

Yamani contends that proof of his long-held belief has recently
emerged in the minutes of a secret meeting on a Swedish island,
where UK and US officials determined to orchestrate a 400 per
cent increase in the oil price.

— Observer (UK) interview with Sheikh Yaki Yamani (Saudi
Arabian Oil Minister from 1962-1986) at the Royal Institute of
International Affairs, January 14, 2001

As previously noted, the crucial shift to an oil-backed currency took place in
the early 1970s when President Nixon closed the so-called gold window at
the Federal Treasury. This removed the dollar’s redemption value from a
fixed amount of gold to a fiat currency that floated against other currencies.
This was done so the federal government would have no restraints on printing
new dollars, thereby able to pursue undisciplined fiscal policies to maintain
the US’ superpower status. The only limit was how many dollars the rest of
the world would be willing to accept on the full faith and credit of the US
government. The result was rapid inflation and a falling dollar.
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Although rarely debated outside arcane discussions of the global political
economy, it is easy to grasp that if oil can be purchased on the international
markets only with US dollars, the demand and liguidity value will be solidified,
given that oil is the essential natural resource for every industrialized nation.
Oil trades are the basic enablers of a manufacturing infrastructure, the basis
of global transportation, and the primary energy source for 40 percent of the
industrial economy.

During the 1970s a two-pronged strategy was pursued by the US and UK
banking elites to exploit the unique role of oil in an effort to maintain dollar
hegemony. One component was the requirement that OPEC agree to price
and conduct all of its oil transactions in the dollar only, and the second was
to use these surplus petrodollars as the instrument to dramatically reverse the
dollar’s falling international value via high oil prices. The net effect solidified
industrialized and developing nations under the sphere of the dollar. No
longer backed by gold, the dollar became backed by &lack gold.

Throughout this time President Nixon was increasingly embroiled in what
became known as the Watergate Scandal. Consequently he named Henry
Kissinger both Secretary of State and head of the White House’s National
Security Council. In these highly empowered roles, Kissinger promptly pursued
the monetary strategy as outlined in the Bilderberg plan. During 1973-1974
US Treasury Secretary William Simon began secret negotiations with the
government of Saudi Arabia in an attempt to buttress global oil sales in dollars
only, and thereby thwart discussions at that time of transitioning oil trades to
a basket of currencies. Saudi Arabia, as the largest OPEC oil producer, was
the natural choice. Neither Congress nor the CIA was informed of these
agreements until Saudi Arabia had completed their purchases of $2.5 billion
in US Treasury bills. By the time Congress was informed of this “add-on
arrangement,” it was a fait accompli.®

Engdahl contended that Kissinger, acting as Nixon’s intelligence czar, was
able to “misrepresent to each party [Israelis, Syrians and Egyptians] the critical
elements of the other, ensuring the [October 1973 Yom Kippur] war and its
subsequent Arab oil embargo.” He reasoned that once the oil embargo began,
“the Arab oil-producing nations were to be the scapegoat for the coming rage
of the world, while the Anglo-American interests responsible stood quietly in
the background.”**

Regardless of whether subsequent events unfolded as envisioned by the
Bilderberg group, it is obvious their prophetic “scenario” of oil prices esca-
lating by 400 percent, along with dramatic increases in dollar liquidity, did in
fact occur seven months later. By January 1974 the price of OPEC’s bench-
mark oil stood at $11.65 per barrel (up from $3.01 in early 1973).
Furthermore, it is also a matter of historical record that, during this time, the
US had engaged in secret negotiations with the Saudi Arabia Monetary
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Authority to establish a petrodollar recycling system via New York and
London banks.

This brilliant, if somewhat nefarious, act of monetary jujitsu enormously
benefited not only the US/UK banking interests, but also the Seven Sisters
of the US/UK petroleum conglomerate (Exxon, Texaco, Mobil, Chevron,
Gulf, British Petroleum, and Royal Dutch/Shell). These major oil interests
had incurred tremendous debts from the capital requirements in their large,
new oil platforms in the inhospitable areas of the North Sea and Prudhoe Bay,
Alaska. However, following the 1974 oil price shocks, their profitability was
secure. Engdahl candidly noted that “while Kissinger’s 1973 oil shock had a
devastating impact on world industrial growth, it had an enormous benefit
for certain established interests — the major New York and London banks,
and the Seven Sisters oil multinational of the United States and Britain.”*

The unique monetary arrangement was formalized in June 1974 by
Secretary of State Kissinger, establishing the US-Saudi Arabian Joint
Commission on Economic Cooperation. The US Treasury and the New York
Federal Reserve would “allow” the Saudi central bank to buy US Treasury
bonds with Saudi petrodollars.*

Likewise, London banks would handle eurozone-based international oil
transactions, loaning these revenues via Eurobonds to oil-importing coun-
tries. The debt and interest from these loans would then flow to the
dollar-denominated payments to the IMF, thereby completing the recycling
of surplus petrodollars to the Federal Reserve.

Until November 2000, no OPEC country violated
the petrodollar oil price arrangement. As long as the  Until November 2000, no OPEC
dollar was the strongest international currency, there  country violated the petrodollar
was little reason to consider other options. However,  oil price arrangement. As long
in the autumn of 2000, Saddam Hussein emerged  as the dollar was the strongest
from a meeting of his government and announced that  international currency, there
Iraq would soon transition its oil-export transactions  was little reason to consider
to the euro. Saddam Hussein referred to the US dol-  other options.
lar as currency of the “enemy state.” It is not clear

if Saddam Hussein initiated the idea of transitioning

to a petroeuro or if the EU approached him with this idea. Regardless, Iraq
opened up a euro-based bank account with the leading French bank, BNP
Paribas. Shortly thereafter, Iraqi oil proceeds went into a special UN account
for the Oil for Food program and were then deposited in BNP Paribas.*

At the time of the transition, Iraq’s UN Oil for Food account held $10
billion. A short news story detailing this development appeared on November
1, 2000, on the Radio Liberty website of the US State Department.” CNN ran
a very short article on its website on October 30, 2000, but after this one-day
news cycle, the issue of Iraq’s switch to a petroeuro essentially disappeared
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from all five of the corporate-owned US media outlets.”” (Note: These five
conglomerates collectively control 90 percent of the information flow within
the United States.)

Although this little-noted Iraqi move to defy the dollar in favor of the
euro, in itself, did not have a huge impact, the ramifications regarding further
OPEC momentum toward a petroeuro were quite profound. If invoicing oil
in euros were to spread, especially against an already weak dollar, it could create
a panic sell-off of dollars by foreign central banks and OPEC oil producers.
In the months before the latest Iraq War, hints in this direction were heard
from Russia, Iran, Indonesia, and even Venezuela. There are indicators that the
Iraq War was a forceful way to deliver a message to OPEC and other oil pro-
ducers: Do not transition from the petrodollar to a petroeuro system. Engdahl’s
conversation with a forthright London-based banker is rather enlightening:

Informed banking circles in the City of London and elsewhere in
Europe privately confirm the significance of that little-noted Iraq
move from petrodollar to petroeuro. “The Iraq move was a decla-
ration of war against the dollar,” one senior London banker told
me recently. ‘As soon as it was clear that Britain and the US had
taken Iraq, a great sigh of relief was heard in London City banks.
They said privately, “now we don’t have to worry about that
damn euro threat.”””

Petrodollar recycling works quite simply because oil is an essential com-
modity for every nation, and the petrodollar system demands the buildup of
huge trade surpluses in order to accumulate dollar surpluses. This is the case for
every country but the US, which controls the dollar and prints it at will or
fiat. Because the majority of all international trade today is conducted in dollars,
other countries must engage in active trade relations with the US to get the
means of payment they cannot themselves issue. The entire global trade struc-
ture today has formed around this dynamic, from Russia to China, from Brazil
to South Korea and Japan. Every nation aims to maximize dollar surpluses
from their export trade because almost every nation needs to import oil.

This insures the dollar’s liquidity value and helps explain why almost 70
percent of world trade is conducted in dollars, even though US exports are
about one third of that total. The dollar is the currency that central banks
accumulate as reserves, but whether it is China, Japan, Brazil, or Russia, they
simply do not stack all these dollars in their vaults. Currencies have one
advantage over gold. A central bank can use it to buy the state bonds of the
issuer, the United States. Most countries around the world are forced to control
trade deficits or face currency collapse.”

Such is not the case in the United States, whose number one export prod-
uct is the dollar itself. This unique arrangement is largely due to the dollar’s
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World Reserve Currency role, which is underpinned by its petrodollar role.
Every nation needs to obtain dollars to purchase oil, some more than others.
This means their trade targets are countries that use the dollar, with the US
consumer as the main target for export products of the nation seeking to
build dollar reserves.

To keep this process going, the United States has agreed to be importer/
consumer of last resort because its entire monetary supremacy depends on
dollar recycling. The central banks of Japan, China, South Korea, and numer-
ous others all buy US Treasury securities with their dollars. That in turn
allows the US to have a stable dollar, far lower interest rates, and a $500-
$600 billion annual balance of payments deficit with the rest of the world.
The Federal Reserve controls the dollar printing presses, and the world needs
its dollars.

Another benefit in this process for the US is that when oil is priced in a
monopoly currency, the nation that prints that currency greatly minimizes its
exposure to “currency risk” for their oil /energy prices. In other words, as
long as OPEC prices a barrel of oil in the $22-$28 range, US consumers have
very steady oil prices regardless of whether the dollar is highly valued or
highly devalued against other major currencies. Until the dollar’s devaluation
relative to the euro in 2002, OPEC’s pricing band generally reflected the
price of international oil trades, and the US enjoyed a stable “oil bill.” Under
the OPEC pricing band established in 2000, a US petrodollar would be
worth between 1.5 and 1.9 gallons of sweet crude, when the price of the barrel
of oil was between $22 and $28 respectively (42-gallon production barrel).

No other hard currency in the world guarantees access to the most valuable
“commodity” on earth — oil and gas. (Note: I do not consider oil to be a mere
commodity. As writer/commentator/veteran Stan Goft noted: “Oil is not a
normal commodity. No other commodity has five US navy battle groups
patrolling the sea lanes to secure it.””*) Furthermore, no other hard currency
possesses this unique “storage of wealth” that is realized as the monopoly
currency for international oil purchases.

After August 1971 when the dollar lost its “gold backing” and became a
floating currency, the following three years were periods of volatile dollar
devaluation with escalating inflationary pressures. Subsequently, elite US and
UK banking interests, in conjunction with Saudi Arabia, created an oil-
backed dollar. By 1975 all of OPEC adopted a petrodollar recycling system
in which the dollar transitioned from being — “as good as gold” — to being
“as good as black gold.” For better or worse, this also meant that the printing
on US Federal Reserve notes could have been changed from “In God We
Trust” to the more accurate descriptor “In OPEC We Trust,” or most specif-
ically, “In Saudi Arabia We Trust.” Despite the lack of discussion in
mainstream economic commentary regarding this unique geopolitical
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arrangement, in essence US dollar hegemony is strongly underpinned by
petrodollar recycling.

The old rules for valuation of the US dollar and economic power were
based on its flexible market, free flow of trade goods, high per-worker pro-
ductivity, manufacturing output, trade surpluses, government oversight of
accounting methodologies by the Securities and Exchange Commission
(SEC), developed infrastructure, education system, and, of course, total cash
flow and profitability. Superior US military power afforded some additional
confidence in the dollar. While many of these factors remain present, over the
last two decades the US has diluted many of the safe-harbor economic fun-
damentals. Since the mid-1970s the petrodollar created new rules for the
dollar and essentially eliminated US currency risk for oil consumption.

The lack of currency risk is one of the reasons that

The lack of currency risk is  taxes on oil and gas are much lower in the United States.
one of the reasons that taxes  Lhe average world price for a gallon of gasoline in 2004
on oil and gas are much  Was about $5, nearly 60 percent higher than typical US
prices.”* Higher petrol taxes in the EU and elsewhere
provide a cushion for other countries’ currency risks for
imported oil and energy purchases. Without this, a par-
ticular country could experience wild swings in daily
prices at the gas pump due to fluctuations in its domestic
currency’s valuation relative to the dollar on the interna-

lower in the United States.
The average world price for a
gallon of gasoline in 2004 was
about $5, nearly 60 percent
higher than typical US prices.

tional currency market.

The US has traditionally been immune to oil price risk and has enjoyed
relatively stable gasoline prices for this same reason. However, chapters 4 and
5 present evidence that the US dollar’s immunity to currency risk regarding
international oil pricing is diminishing. A stable oil bill is likely one of the rea-
sons why the EU would prefer a euro-based oil transaction option. One
interesting development in the US presidential campaign in the autumn of
2000 was a small spike in global oil prices. In order to ease prices, the Clinton/
Gore administration released 30 million barrels of oil from the US Strategic
Petroleum Reserve, for which candidate Bush criticized candidate Gore.™

What most Americans failed to realize were the dramatic effects of higher
gas (or petrol, as it is commonly known) prices in Europe. These high fuel
prices in the autumn of 2000 occurred when the euro was at its historic low
point compared to the US dollar, valued at about 82 cents, or 18 percent less
than the dollar. The French, Germans, Spanish, Greeks, and related eurozone
nations not only experienced an increase in fuel prices due to a dip in oil pro-
duction, but also felt the brutal effects of currency risk due to the euro’s
relative low valuation.

The situation in Western Europe during September 2000 in many ways
appeared reminiscent of the fuel crisis in the US of 1973-1974 and 1979.
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Indeed, that autumn the entire European economy basically ground to a halt
with near-violent protests due to high petrol prices. Considering the euro’s
susceptibility to currency risk regarding energy prices and its low relative valua-
tion in 2000, an unwelcome crisis unfolded with soaring petrol prices within
the EU.

The crisis lasted only a few days but was so acute that French fishermen
blockaded the Channel ports because their fuel costs had doubled, even
though their fuel was already tax-free. Schools were closed, hospitals were put
on red alert, and supermarkets started rationing bread. Transportation came
to a near standstill in much of Western Europe. The EU’s currency risk for
their imported oil was dramatic.

Thousands of truckers from across Germany clogged the streets
around the capital’s center Tuesday demanding relief from higher
gas prices. And they got some when the government offered low-
interest loans to some trucking companies.

The protest is the biggest so far in Germany, on the heels of
demonstrations that halted traftic in France, Britain and Spain before
easing in recent days. Elsewhere Tuesday, minor blockages contin-
ued in Spain, where markets ran out of fish, and Greek motorists
fearing for shortages due to trucker strikes lined up for gas.”®

At the time, the euro was beginning its widespread use, but its lower val-
uation relative to the US dollar that autumn appears to have not only
adversely impacted oil prices in Western Europe, but also facilitated societal
discord. Protests erupted in France where thousands of farmers drove their
tractors into Paris as a sign of their displeasure at the rapid increase in fuel
prices. This resulted in the deployment of French riot police. News reports of
the economic fallout also included disruptions in the UK, Spain, and Greece.”

European governments likely sought strategies to mitigate further crises
stemming from oil currency risk. In June 2001, both France and Russia pro-
posed in the UN Security Council that the 1991 UN sanctions against Iraq
be lifted, thereby allowing foreign investment to flow into Iraq in an effort to
repair its deteriorating oil infrastructure. However, this proposal was pre-
dictably killed by the US and UK. In a situation similar to in present-day Iran,
American companies were barred from investing in Iraq’s vital oil industry. If
Iraq had been determined to be disarmed, the UN sanctions would had been
lifted, and oil-lease contracts awarded to France, Russia, China, and Italy
would have been initiated.”

Of course, two years later a US military invasion toppled Saddam Hussein, and
postwar oil contracts were strictly limited to the war’s coalition partners, which
in this case included several US oil companies, British Petroleum (BP), and
the Worley Group, an Australian oil-engineering firm. Subsequent chapters
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elaborate on the significance of what Vice President Cheney’s Energy Task
Force termed “foreign suitors of Iraqi oil.””

US Structural Imbalances: Twin Deficits

The position of the dollar today is similar to that of sterling in the

1920s and 1930s, when sterling ceased to be the automatic global

reserve currency and started to face competition from other cur-
rencies, notably the dollar.

— Paul Donovan, economist at the

global investment bank UBS, 2003*

The dollar has been the leading international currency for as long
as most people can remember. But its dominant role can no
longer be taken for granted. If America keeps on spending and
borrowing at the present pace, the dollar will eventually lose its
mighty status in international finance. And that would hurt: the
privilege of being able to print the World Reserve Currency, a
privilege which is now at risk, allows America to borrow cheaply,
and thus spend much more than it earns, on far better terms than
are available to others.

— “The Disappearing Dollar,” the Economist, December 2004™

The US ruling establishment has to date been rather successful in diverting the
country’s attention from its growing economic crisis. We have heard that an
economic recovery has finally arrived and that real job creation will ultimately
occur. In late 2004 the Federal Reserve finally began increasing the overnight
lending rate in an effort to stem inflationary pressures supposedly created by
a “growing economy.” Only time will tell if the Federal Reserve will be able
to restore the overnight lending rates between banks to normal levels with-
out creating economic stagnation as the era of cheap credit in the US returns
to a more sustainable level.

Regardless, without a significant increase in the number of jobs and increased
wayges, individual debt cannot be serviced by personal income. As the Federal
Reserve increases the lending rate, the increase in asset prices will diminish,
but the high debt levels will remain. Indeed, not only will the debt remain,
but the cost of servicing it will go up noticeably. As interest rates rise in 2005,
wages and salaries must increase or massive debt defaults will follow.

The structural problems are beginning to expose themselves, most notably
in the dollar’s multi-year decline, along with significantly unbalanced domes-
tic fiscal policies. In this highly unstable system US trade deficits and net
debt/ liabilities to foreign accounts are now well over 25 percent of GDP and
climbing rapidly. Since the 2000 stock market decline and the re-emergence
of budget deficits in Washington, the net debt position almost doubled.** The
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net foreign indebtedness of the US has become an
ominous sign of an unbalanced global economy.

In 1999, the peak of the dot.com bubble mania,
US net debt to foreigners was some $1.4 trillion. By the
end of 2004, it was projected to exceed $3.7 tril-
lion.* Before 1985 the United States had been a net
creditor, gaining more from its foreign investments than
it paid to them in interest on Treasury bonds or other
US assets. However, since the end of the Cold War,

Before 1985 the United States
had been a net creditor, gaining
more from its foreign investments
than it paid to them in interest on
Treasury bonds or other US assets.
However, since the end of the
Cold War, the US has become the
world’s largest debtor nation.

the US has become the world’s largest debtor nation.

In comparison, the EU traditionally has a small but positive net trade sur-
plus, with an aggregate current account of one percent. As a percent of its
GDP, during 2002 the US exported 9.3 percent, while the EU exported 19.7
percent. While the economic growth of the US economy far outpaced that of
the EU since 1999, when the euro was launched, this was partly due to the
dollar’s reserve role and the unique privileges derived from that designation.
Most notably, the dollar’s role has allowed the Federal Reserve and the US
government to inject an unprecedented amount of liquidity into the US
economy. During the 1960s France’s Charles de Gaulle complained about
the exorbitant privilege that accrued to the United States by virtue of the dol-
lar’s role in the post-WW II international monetary system.

Following the collapse of the Bretton Woods Agreement in 1971, all restraints
of proper fiscal discipline were lifted, resulting in excessive credit and debt
creation. Some have argued that this process, when combined with the dollar-
denominated debts from the IMF and World Bank, amounted to “super
hegemony.” Economist Michael Hudson famously titled his groundbreaking
1972 book Super Imperialism: The Origin and Fundamentals of US World
Dominance.™

It does not require much foresight to see the strategic threat of these
deficits to the role of the United States. With a stunning trade deficit of $665
billion, the US must import or attract, at a minimum, $1.8 billion every day,
to avoid a dollar collapse and keep its interest rates low enough to support
the debt-burdened corporate economy.

Euro Challenges US Dollar Hegemony

The monetary integration of Europe could alter ‘the political char-
acter of Europe in ways that could lead to confrontation with the
United States’ .... and could lead to a world that was ‘very different
and not necessarily a safer place.’

— Martin Feldstein, former head of the President’s Council
of Economic Advisors, 1997%
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Americans do not yet understand the significance of the euro, but
when they do it could set up a monumental conflict, it will change
the whole world situation so that the United States can no longer
call all the shots.

— Helmut Schmidt, former German Chancellor, 1997%

The introduction of the euro heralded not only a new stage in European eco-
nomic integration, but also an important potential challenge to the dominance
of the US dollar as the international reserve currency. Indeed, it presaged the
only real macroeconomic challenge to US global primacy. When the euro was
launched in 1999, leading EU government figures, bankers from Deutsche
Bank, and French President Chirac went to major holders of dollar reserves
— China, Japan, Russia — and tried to convince them to shift some of their
reserves from dollars into euros.” However, that proposal was perhaps pre-
mature at the time and clashed with the need to devalue the highly appreciated
euro so German exports could stabilize growth within the newly integrated
eurozone. A falling euro was the case until 2002.

With the debacle of the US dot-com bubble bursting, the Enron and
Worldcom finance scandals, and the recession in the US, the dollar began to
lose its attraction for foreign investors. The euro gained steadily until the end
of 2002. Then, as France and Germany prepared their diplomatic strategy to
block war in the UN Security Council, the central banks of Russia and China
quietly began to unload dollars and buy euros. The result was severe dollar
devaluation in the few months just before the war. Perhaps central banks were
hedging their investment risks due to war. Iraq is just one pawn in this high-
stakes strategic game of chess.

However, in Washington and New York, the upper echelons of the US
political and banking establishment knew what was at stake. The Iraq War was
not about Saddam Hussein’s old WMD program or the “war on terrorism.”
It was the threat that other members of OPEC would follow Iraq and shift to
a petroeuro system, thereby eroding the dollar’s dominant role in the global
economy. Engdahl forewarned that if France, Germany, Russia, or OPEC oil
exporting countries were to shift “even a small portion of their dollar reserves
into curo to buy bonds of Germany or France or the like, the United States
would face a strategic crisis beyond any of the postwar period.”*

As one economist termed it, an end to the dollar’s World Reserve role
would be a catastrophe for the United States. To stem a sudden divestiture of
dollar assets, US interest rates from the Federal Reserve would have to be
pushed higher than in 1979 when Paul Volcker raised rates above 17 percent
to stop the collapse of the dollar’s valuation.*

The global community is currently witnessing a clash between Wall Street
and competing Franco-German financial interests, with London and the
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pound sterling caught in the middle. In 2002 Canadian economist Michel
Chossudovsky eloquently described the significance of these economic and
strategic developments in his book War and Globalization. Well before the
Iraq War, he noted the unfolding global monetary movements regarding the
dollar and the euro.

The European common currency system has a direct bearing on
strategic and political divisions. London’s decision not to adopt
the common currency is consistent with the integration of British
financial and banking interests with those of Wall Street, not to
mention the Anglo-American alliance in the oil industry (BP, Exxon-
Mobil, Texaco Chevron, Shell) and weapons production (by the “Big
Five” US weapons producers plus British Aerospace Systems).
This shaky relationship between the British pound and the US
dollar is an integral part of the Anglo-American military axis.

What is at stake is the rivalry between two competing global
currencies: the euro and the US dollar, with Britain’s pound being
torn between the European and the US-dominated currency sys-
tems. In other words, two rival financial and monetary systems are
competing worldwide for the control over money creation and
credit .... What we are dealing with is an ‘imperial’ scramble for
control over national economies and currency systems.”

Eurasia versus the Anglo-American Alliance

Oil and gas are not the ultimate aims of the US [in Iraq]. It’s
about control. If the US controls the sources of energy of its rivals
— Europe, Japan, China, and other nations aspiring to be more
independent — they win.

— DPepe Escobar, Asia Times, January 2002°

The current clash of petrodollars versus petroeuros, which began in Iraq, is
by no means over. Despite the initial US military victory in Iraq, the after-
math of the war has not effectively thwarted other oil producers from stating
their interest in converting their export currency to the euro. During 2003
and 2004, numerous public statements by the Iranian and Russian govern-
ments illustrated momentum toward a petroeuro system.”” Naturally, these
developments appeared in the foreign media but not in the US media.

To be sure, the euro was created by European geopolitical strategists to
establish a multipolar world after the collapse of the Soviet Union. The aim
was to balance the overwhelming economic dominance of the US in world
affairs. If the euro succeeds in becoming an established international oil
transaction currency, this will indeed facilitate the creation of a bipolar world,
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with the US and EU serving as two powerful engines for global economic
growth.

Regarding the Iraq invasion, it should be noted that neither the American
nor the French and German governments was primarily concerned with the
deplorable humanitarian condition and fate of Iraq’s people. The German
and French opposition to the US drive to war was recognition that America’s
rush to create absolute global domination posed a serious threat to the political,
economic, and strategic interests of the German and French ruling classes;
the goal of the opposition was to forestall the US” ability to enhance its global
projection of power. In essence, the Iraq War was about dollars, euros, oil,
and geostrategic power in the 21* century.

In February 2003, a French intelligence-connected newsletter, Intelligence
Online, presented an interesting analysis, “The Strategy Behind Paris-Berlin-
Moscow Tie.”” This article referred to the emergence of a France-Germany-
Russia bloc that prevented the US and UK from gaining UN Security
Council authorization for the Iraq War. This Paris-based intelligence report
noted the recent geostrategic shift of European and Russian political alliances
in an effort to create a counter power to the United States. Referring to these
new ties between France and Germany, and more recently with Russia, it
observed, “a new logic, and even dynamic seems to have emerged. An alliance
between Paris, Moscow, and Berlin running from the Atlantic to Asia could
foreshadow a limit to US power.”**

In his classic 1998 book, The Grand Chessboard, former US National
Security Adviser Zbigniew Brzezinski recognized that control over Eurasia
was a geostrategic imperative in order to maintain US hegemony. His candid
comments about a US empire may prove prophetic, as current events suggest
“collusion” between the “vassals” is forming in opposition to the neoconser-
vative doctrine of global domination:

Eurasian geostrategy involves the purposeful management of
geostrategically dynamic states and the careful handling of geopo-
litically catalytic states, in keeping with the twin interests of
America in the short-term preservation of its unique global power
and in the long-run transformation of it into increasingly institu-
tionalized cooperation. To put it in a terminology that hearkens
back to the more brutal age of ancient empires, the three grand
imperatives of imperial geostrategy are to prevent collusion and
maintain security dependence among the vassals, to keep tributaries
pliant and protected, and to keep the barbarians from coming
together.”

As reiterated by Engdahl, this basic “strategic approach of creating a
Eurasian heartland is the historical origin of many clashes between
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Continental powers and maritime powers over the past century.”” During the
1990s this emerging strategic challenge from a French-German-EU policy
regarding Iraq and other countries likely fostered some members in the US
policy establishment to begin contemplating preemptive strategies to enforce
the petrodollar system before Bush became president. Leading neoconservatives
were developing a bold strategy to preserve the faltering US economic system.
This strategy was detailed in policy papers written by members of PNAC.”
Major proponents of this consensus included Cold War veterans, such as
Donald Rumsfeld and Dick Cheney.

Although many Americans are not familiar with the imperial goals out-
lined by PNAC, foreign media reports suggest that traditional US allies are
alarmed at the implications of its global domination. In September 2000
PNAC’s major policy document, “Rebuilding America’s Defense: Strategy,
Forces and Resources for the New Century,” “The challenge of this coming
century is to preserve and enbance this ‘American peace,”” and in order to pre-
serve this “peace,” the US must be able to “fight and decisively win multiple,
simultaneous major-theater wars.”” [emphasis added ]

One of the most severe public critiques of neoconservative policies before
the Iraq War was offered by Tam Dalvell, a British Labour MP. In 2002 he
delivered the following polemical remarks regarding PNAC’s policy docu-
ment that called for large increases in defense spending in an effort to gain
control over numerous areas of “US strategic interest.”

This is a blueprint for US world domination — a new world order
of their making. These are the thought processes of fantasist
Americans who want to control the world. I am appalled that a
British Labour Prime Minister should have got into bed with a
crew which has this moral standing.”

In the week following the invasion of Iraq, Pat Rabbitte, leader of the
Labour Party in Northern Ireland, wrote in an opinion piece for the Irish
Times, “These men are intent on world domination or, as they put it them-
selves, ‘American global leadership.” They have an imperial agenda, which
they have been pursuing for more than five years.” As Rabbitte candidly
noted, “In the eyes of international law, this is an illegitimate war. But that
does not concern these policy-makers.”'®

Unfortunately, the majority of nations that have traditionally been our
allies share unfavorable views such as those expressed by Dalvell and Rabbitte.
According to international polls conducted one year after the Iraq War, the
majority of people in allied nations, such as Canada, Mexico, Britain, France,
Italy, Germany, and Spain, had an unfavorable view of President Bush’s role
in world affairs.”” In addition, according to a poll conducted by the Pew
Global Attitudes Project, the majority of people living in Jordan, Morocco,
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Pakistan, Turkey, France, Germany, and Russia also held negative views
toward the US. The majority of respondents — including countries that have
historically been allied with the US — believed “the US is conducting its
campaign against terror to control Mid East oil and to dominate the world.”'”
[emphasis added ]

Only in the United States and Britain did the majority of

Only in the United  People indicate that the campaign against terror was a sincere
States and Britain did _ cffort to reduce international terrorism. It is clear much of the
global community has lost confidence in US leadership and is
suspicious of its intentions regarding the war on terror. In
addition, astute observers and writers have become cognizant
of the fact that the 2003 Iraq War was initiated from a defensive
posture — in an effort to preserve a faltering system of
American economic hegemony. Unfortunately, without a major
change in US strategy, the Iraq War will not be the last impe-

the majority of people
indicate that the
campaign against terror
was a sincere effort to
reduce international

terrorism.

rial war over the oil reserves in the Persian Gulf and elsewhere.

The global community has reached a critical moment in history, with two
foreseeable outcomes: an attempt at multilateralism and the preservation of
peace, economic prosperity, and security; or a unilateralist world plagued with
increasing geopolitical tensions that could lead to global warfare over depleting
oil and competing oil transaction currencies. What is not yet clear, and must
be openly debated within societies and governments, is how to adjust the
global economy to the formidable challenges presented by Peak Oil, and how
to piece together a compromise between the US, EU, and Asia in regard to
a more balanced global monetary system.

The success or failure to create multilateral accords toward these two
colossal undertakings will define the human condition in the 21* century.
This book examines the history of these events and offers numerous policy
recommendations within a multilateral framework.

The liberty of speaking and writing guards our other liberties.

Dissent is the highest form of patriotism.
— Thomas Jefferson
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US Geostrategy and the Persian Gulf:
1945-2005

I hereby find that the defense of Saudi Arabia is vital to the
defense of the United States.

— Franklin D. Roosevelt, US President 1933-1945, 1943!

We could solve all our economic and political problems by taking

over the Arab oil fields [and] bringing in Texans and Oklahomans
to operate them.

— Former US Saudi Ambassador, Chris Akins, commenting

on an article by Miles Ignotus (pseudonym), “Seizing Arab Oil,”

Harper’s Magazine, 19752

The process of transformation, even if it brings revolutionary
change, is likely to be a long one, absent some catastrophic and
catalyzing event — like a new Pearl Harbor.

From an American perspective, the value of such bases [in
Iraq] would endure even should Saddam Hussein pass from the
scene. Over the long term, Iran may well prove as large a threat
to US interests in the Gulf as Iraq has. And even should US-
Iranian relations improve, retaining forward-based forces in the
region would still be an essential element in US security strategy
given the longstanding American interests in the region.

— Project for a New American Century (PNAC),
“Rebuilding America’s Defenses: Strategies, Forces and
Resoaurces for a New Century,” 2000°

43
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First, for more than seven years the United States is occupying the
lands of Islam in the holiest of'its territories, Arabia, plundering its
riches, overwhelming its rulers, humiliating its people, threatening
its neighbors, and using its [military] bases in the peninsula as a
spearhead to fight against neighboring Islamic peoples.

There is no better proof of all this than their eagerness to
destroy Iraq, the strongest of the neighboring Arab states, and
their attempt to dismember all of the states of the region, such as
Iraq and Saudi Arabia and Egypt and Sudan into petty states,
whose division and weakness would ensure the survival of Israel
and the continuation of the calamitous Crusader [ US] occupation
of the lands of Arabia.

— Osama bin Laden, “Declaration of the World Islamic
Front for Jihad Against the Jews and the Crusaders,” 1998*
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Covert Hegemony to Neoconservative Domination

n February 1945, as allied victory in World War II was becoming assured,

President Franklin D. Roosevelt held a meeting on a US Navy warship
with Abdul-Aziz ibn Saud, known as Ibn Saud, the founder of the modern
Saudi dynasty. Although the official record is somewhat silent about the issue
of oil, it is generally agreed that after Roosevelt and King Saud met, the US
tacitly agreed to protect the royal family against its external and internal ene-
mies, and in return the US was assured privileged US access to the vast oil
reserves of Saudi Arabia.® The Saudi dynasty has relied on US military agree-
ments to arm and protect the Saudi monarchy as a quid pro quo, with Saudi
Arabia traditionally ranking as one of the largest buyers of US arms.
(Approximately 25 percent of total US armament exports from 1950 to 2000
were purchased by Saudi Arabia.)

Almost 60 years later another US president, George W. Bush, held meetings
in the summer of 2001 at his private home in Crawford, Texas, with Saudi
ambassador Prince Bandar. On September 13, 2001, just two days after the
terrorist attacks in New York and Washington, President Bush dined with the
Saudi ambassador at the White House.® This meeting occurred despite the
fact that US intelligence agencies reported that Osama bin Laden, an exiled
Saudi terrorist, had just attacked the US, murdering thousands. For many
years he had received the majority of his funding from wealthy Saudis.

Even after the 9/11 tragedy, Saudi purchases of US armaments in 2002
were a very robust $5.2 billion.” These seemingly incongruous events are not
surprising given an objective analysis of longstanding US foreign policies in
the region. Over the past 60 years, a common trajectory of US foreign policy
has been a continuous preoccupation with the fossil fuels of the Middle East,
with particular focus on Saudi Arabia.

Following the oil embargos during the 1970s,
American citizens were forced to become painfully aware  The oil price shocks of
of the importance of oil from the Persian Gulf region.  1973-1974 and again in 1979
The oil price shocks of 1973-1974 and again in 1979 | ouited in the formulation of
resulted in the formulation of aggressive geostrategic
planning that included a US military invasion to gain
control over the oil reserves in the Persian Gulf. The ori-
gins of these policies became public in 1975, when
Henry Kissinger stated the US was prepared to wage
war over oil.

In 1980 President Jimmy Carter initiated the Carter
Doctrine when he stated the US would use any force
necessary, including military power, to repel foreign
influence (i.e., Soviet) from the Persian Gulf oil supply.*®
In view of the Iran Revolution and Soviet invasion of

aggressive geostrategic plan-
ning that included a US
military invasion to gain con-
trol over the oil reserves in the
Persian Gulf. The origins of
these policies became public in
1975, when Henry Kissinger
stated the US was prepared to

wage war over oil.
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Afghanistan in 1979, along with the “Cold War politics” during that time,
the Carter Doctrine was an understandable policy statement. It was a clear
announcement that the US military would intervene if the global oil spigot
in the Middle East were threatened by our formal arch rival, the Soviet Union.

Subsequent to the demise of the Soviet Union in 1989, it would seem that
planning for a US military invasion of the Persian Gulf would have diminished.
However, in August 1990 Iraq invaded Kuwait, thereby affording Washington
a new impetus and opportunity to position US military force in the region.
In 1991 former president George H.W. Bush brought together a large UN
coalition to forcibly drive Saddam Hussein’s army out of Kuwait during
Operation Desert Storm.

Following the 1991 Persian Gulf War, the US was “invited” by the Saudi
monarchy to maintain US military forces near Riyadh. At the same time, the
Department of Defense stored vast quantities of munitions and military material
in Kuwait and Qatar in order to facilitate future combat operations without
having to wait for the delivery of heavy equipment.” Moreover, during the
1990s Iraq’s military force was systematically diminished through UN sanctions
and continued aerial bombing strikes by US and UK aircraft. Operations
using overt US military force in the Persian Gulf region were primarily limited
to Iraq’s air-defense installations, with the exception of the 1998 Operation
Desert Fox bombing campaign of locations suspected of WMD production
facilities.

Interestingly, just as the Iraq War was initiated in March 2003, an article
by Robert Dreyfus in Mother Jones Magazine chronicled the resurrection of
US geostrategy from the 1970s that advocated an invasion of the Persian
Gulf. His award-winning article, “The Thirty-Year Itch,” included an interview
with James Akins, a former US diplomat, who confirmed the long-standing
military plans to invade and control the oil in the Persian Gulf region." Akins
lucidly recalled his personal experiences when the original invasion plan sur-
faced almost 30 years ago. He stated: “It’s the Kissinger plan. I thought it had
been killed, but it’s back.”"! The following excerpt from Dreyfus’s article illus-
trated the historical context of the original Kissinger plan:

In 1975, while Akins was ambassador in Saudi Arabia, an article
headlined “Seizing Arab Oil” appeared in Harper’s | Magazine].
The author, who used the pseudonym Miles Ignotus, was identified
as ‘a Washington-based professor and defense consultant with
intimate links to high-level US policymakers.” The article outlined,
as Akins puts it, how we could solve all our economic and political
problems by taking over the Arab oil fields [and] bringing in
Texans and Oklahomans to operate them.” Simultaneously, a rash
of similar stories appeared in other magazines and newspapers. ‘1
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knew that it had to have been the result of a deep background
briefing,” Akins says. ‘You don’t have eight people coming up
with the same screwy idea at the same time, independently.’

“Then I made a fatal mistake,” Akins continues. ‘I said on tele-
vision that anyone who would propose that is either a madman, a
criminal, or an agent of the Soviet Union.” Soon afterward, he
says, he learned that the background briefing had been conducted
by his boss, then Secretary of State Henry Kissinger. Akins was
fired later that year."

An overview of current global oil consumption illustrates the pervasiveness
of the increasing oil demand in the global economy. Global oil use in 2004
was estimated at 82 million barrels a day (mb/d). In 20 years world oil con-
sumption is projected to increase dramatically to 120 mb/d. By 2020 it is
anticipated that the Asian economies, lead by China, will consume 25 percent
of the world’s energy; the US, 25 percent; Western Europe, 18 percent;
Eastern Europe and the former Soviet Union, 13 percent; and Latin America,
5 percent.”® In 2004 the US consumes approximately 20 mb/d, or nearly one
out of every four barrels of global oil production. The US has an estimated 2
percent of the world’s oil reserves but uses 25 percent of the world’s oil.
Twenty-four percent of US oil imports are from the Middle East. These
trends are expected to rise sharply as other sources disappear.

The Middle East holds an estimated 65 percent of global oil reserves, with
Saudi Arabia reported to hold the world’s largest reserves (25 percent of the
total). Recognizing that the Saudi monarchy has become increasingly alienated
from Washington, has come under attack from probable Al Qaeda elements,
along with the fact that most of the 9,/11 hijackers were reported to be Saudi
citizens, it is obvious that US policy-makers may be concerned about losing
access to the eastern oil fields of Saudi Arabia should the monarchy fall. Iran
and Syria have often been mentioned as potential targets under the “war on
terror,” but the neoconservatives have repeatedly suggested that Iraq is the
first stage in a much larger project of regional regime change.

Cold War Geostrategy: Domestic Peak Oil in the
Former Soviet Union

‘In November 1985, oil was $30 a barrel,” recalled the noted oil
economist Philip Verleger. By July of 1986, oil had fallen to $10
a barrel, and it did not climb back to $20 until April 1989. ‘Everyone
thinks Ronald Reagan brought down the Soviets,” said Verleger.
“That is wrong. It was the collapse of their oil rents.” It’s no accident
that the 1990s was the decade of falling oil prices and falling walls.

— Thomas Friedman, “A New Mission for America,” 2004
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As illustrated throughout Daniel Yergin’s classic book, The Prize: The Epic
Quest for Oil, the pursuit of petroleum was a key strategic factor during both
world wars and the Cold War.” Knowledgeable observers have suggested that
the decline of domestic Russian oil production likely played a much larger role
in ending the Cold War than what is typically acknowledged. History suggests
that Saudi-induced low oil prices during the mid-1980s, in conjunction with
a natural decline in Russian oil production, contributed to the economic decline
in the downfall of the Soviet Union. Strategically, the Soviet invasion of
Afghanistan accelerated their economic decline.

Recently declassified CIA documents suggested such topics were carefully
analyzed with regard to the anticipated peak in Russian oil production. In
March 1977 a CIA intelligence memorandum, “The Impending Soviet Oil
Crisis,” was issued by the Office of Economic Research and classified Secret.'
It was made publicly available in January 2001 in response to a Freedom of
Information Act (FOIA) request. This memorandum predicted an impending
peak in Soviet oil production “not later than the early 1980s.”"” The authors
noted this phenomenon would have important consequences regarding the
Cold War standoff. Oil production charts within this document estimated the
goal for Russian oil production in 1980 would be 12.9 mb/d, but the CIA
predicted that peak oil would likely occur at 11.8 mb/d.

The CIA analysts were fairly close in their estimates; actual oil production
in Russia showed a preliminary peak in 1983 with 12.5 mb/d, followed by
the actual peak in 1987 at 12.6 mb/d. Russian oil production in 2004 is
approximately 9 mb/d, approximately 25 percent less than its peak out-
put.

The unnamed authors of the CIA document proffered: “During the next
decade, the USSR may well find itself not only unable to supply oil to Eastern
Europe and the West on the present scale, but also having to compete for
OPEC oil for its own use.” Additionally, this document forecast that peak oil
within the Soviet Union would create adverse economic influences upon the
Soviet Union’s fiscal solvency. It stated, “When oil production stops growing,
and perhaps even before, profound repercussions will be felt on the domestic
economy of the USSR and on its international economic relations.”* [emphasis
added] Indeed, ten years after this memo was written, Russia reached peak oil
production. Two years later, the Berlin Wall came crashing down, and the
Cold War was finally over.

In 1977 the CIA was undoubtedly interested in this subject as the US had
reached domestic peak oil production in 1970-1971, an event that marked
the end of an era, and a difficult period of economic decline for the US econ-
omy. Although difficult to imagine today, until that time America was the
world’s foremost oil producer, and its oil reserves were crucial in helping the
Allies prevail in both the world wars of the 20" century. During much of the
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Cold War, the former Soviet Union was the second-largest oil-producing
nation (today Russia is the second-largest oil exporter in the world).

Evidently the CIA analysts who prepared this document clearly under-
stood the importance of domestic oil production peaking in the US and
predicted that the peaking of oil production in the USSR would have similar
consequences for the Soviet Union.

Richard Heinberg, author and energy expert, postulated a compelling theory
based on this CIA document — did a joint US/Saudi strategy facilitate eco-
nomic decline of the USSR — which was at that time trapped in an expensive
occupation and futile quagmire in Afghanistan? Heinberg suggested that for-
mer CIA Director William Casey may have advised the Reagan administration
to persuade Saudi Arabia to dramatically increase oil production during the
1980s, knowing that Soviet oil production would reach its peak even sooner
under such exacerbating economic pressure. Heinberg summarized:

Throughout the last decade of its existence, the USSR pumped
and sold its oil at the maximum possible rate in order to earn for-
eign exchange income with which to keep up in the arms race and
prosecute its war in Afghanistan. Yet with markets awash with
cheap Saudi oil, the Soviets were earning less even as they pumped
more. Two years after their oil production peaked, the economy
of the USSR crumbled and its government collapsed."

Regardless of this hypothesis, it is a matter of historical record that Saudi
Arabia increased its oil production significantly after 1985, which quickly
reduced global oil prices by over 60 percent. This certainly had an adverse
effect on the Soviet Union’s main export income and, consequently, their
ability to maintain foreign currency reserves when it was engaged in its own
“Vietnam experience” against the Mujahideen of Afghanistan. Although still
speculative at this point in history, it seems plausible that Washington might
have utilized an innovative form of oil /economic warfare to cripple the Soviet
Union’s economy and thereby facilitate its ultimate collapse.

World Oil Consumption 2000 to 2020

I cannot think of a time when we have had a region emerge as
suddenly to become as strategically significant as the Caspian.

—Former CEO of Halliburton, Dick Cheney, 1998

On our present course, America 20 years from now will import
nearly two out of every three barrels of oil — a condition of
increased dependency on foreign powers that do not always have
America’s interests at heart.

— Vice President Cheney’s Energy Task Force paper, 2001*
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The Cheney report is very guarded about the amount of foreign
oil that will be required. The only clue provided by the [public]
report is a chart of net US oil consumption and production over
time. According to this illustration, domestic oil field production
will decline from about 8.5 million barrels per day (mb/d) in
2002 to 7.0 mb/d in 2020, while consumption will jump from
19.5 mb/d to 25.5 mb/d. That suggests imports or other sources
of petroleum ... will have to rise from 11 mb/d to 18.5 mb/d.
Most of the recommendations of the NEP [National Energy
Policy] are aimed at procuring this 7.5 mb/d increment, equiva-
lent to the total oil consumed by China and India.

— Michael Klare, international energy expert, “Bush-Cheney
Energy Strategy: Procuring the Rest of the World’s Oil,” Foreign
Policy in Focus, 2004

In a speech to the International Petroleum Institute in London in late
1999, Dick Cheney, then CEO of the world’s largest oil services company,
Halliburton, presented a disconcerting forecast to his audience of oil industry
insiders: “By some estimates there will be an average of two percent annual
growth in global oil demand over the years ahead, along with, conservatively,
a three percent natural decline in production from existing reserves.”*
Cheney ended his presentation on a profound note: “That means by 2010 we
will need on the order of an additional fifty million barrels a day.” That under-
stated reference to an “additional fifty million barrels” per day is equivalent
to more than five times the oil production of Saudi Arabia (current output of
approx. 9 mb/d).

On January 20, 2001, President George W. Bush was sworn into office as
the 43" president. Nine days later he announced that Vice President Cheney
would chair a cabinet-level group of advisors in the newly created National
Energy Policy Development Group (NEPDG), commonly referred to as
Cheney’s Energy Task Force. This group began its meetings immediately, and
on May 17,2001, released their report, formally titled National Energy Policy
(NEP).*

Perhaps it was no coincidence that Cheney, as Vice President, was chosen
to head a Presidential Task Force on Energy as his first major assignment. As
Engdahl noted, Cheney “knew the dimension of the energy problem facing
not only the United States, but the rest of the world.”* Although the full con-
tents of meetings held by the NEPDG remain secret based on a ruling of the
US Supreme Court, the original report illustrated the energy challenges that
are facing the United States.

The Middle East is reported to contain approximately 65 percent of the
world’s “proven” oil reserves. Although such estimates are rightly viewed with
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considerable skepticism by many oil geologists,
it is typically accepted as factual that Iraq alone ~ The Middle East is reported to

has a reported 11 percent of the world’s proven  contain approximately 65 percent of
reserves, an estimated 112 billion barrels. The US  the world’s “proven” oil reserves. ...
Energy Department further stated that some it is typically accepted as factual that
analysts (the Baker Institute, Center for Global  |raq alone has a reported 11 percent
Energy Studies, and the Federation of American  of the world’s proven reserves, an
Scientists) believed that the vast western desert  qgimated 112 billion barrels.
region of Iraq might hold up to an additional
100 billion barrels of oil, but this area has not
been explored. The Department of Energy’s website also lists a caveat,
“Other analysts, such as the US Geological Survey, are not as optimistic, with
median estimates for additional oil reserves closer to 45 billion barvels.”*
[emphasis added ]

Michael Klare, an international expert on natural resource conflict and
author of Resource Wars ¥ and Blood for Oil,*® provided the following analysis
of the NEPDG report. The report made three key points about US energy
challenges between 2000 and 2020:

The United States must satisfy an ever-increasing share of its oil
demand with imported supplies. ( Note: By 2020, daily US imports
will total nearly 17 million barrels, or 65 percent of consumption, up
Sfrom 10 m/bl, or 53 percent in 2000.)

The United States cannot depend exclusively on traditional
sources of supply like Saudi Arabia, Venezuela and Canada. It will
also have to obtain substantial imports from new sources, such as
the Caspian states, Russia, and West Africa.

The United States cannot vely on market forces alone to gain
access to these added supplies, but will also vequive a significant effort
on the part of government officials to overcome foreign resistance to the
outward veach of American energy companies.” [emphasis added |

Instead of advocating various policies to reduce America’s consumption of
oil, either through conservation, improvements in efficiency, or the develop-
ment of large-scale alterative energy sources, the 2001 Bush/Cheney energy
policy implicitly assumed the US will continue to consume what is almost
universally regarded as excessive oil consumption. According to Klare this was
a “fateful decision.” It means the US must find a way to increase oil imports
from 11 mb/d to 18.5 mb/d by 2020. Klare noted, “Securing that increment
of imported oil — the equivalent of total curvent oil consumption by China and
Indin combined — has dviven an integrated US oil-military strategy ever
since.”® [emphasis added] The 2001 NEPDG energy plan obliquely inferred
that the primary role of the US military in the beginning decades of the 21+
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century will be to “secure” physical control of the world’s largest hydrocarbon
reserves.

Klare and others have noted that the Bush administration has pursued a vis-
ible convergence of the US military with regard to energy issues. The influential
Council on Foreign Relations (CFR) advocated that the Defense Department
be included in Cheney’s energy task force meetings. Secondly, a joint publi-
cation by the Council on Foreign Relations and the James A. Baker III
Institute for Public Policy unequivocally, if obliquely, recommended “military
interventions [to] secure” energy supplies.™

Geostrategic policies advocating an overt US military invasion of the
Persian Gulf went below the surface during the 1980s and 1990s, but the
group of strategists who later became known as “neoconservatives” main-
tained this viewpoint throughout this period. Most of these individuals served
with the Reagan Defense Department, and some such as Cheney served in
the former George H.W. Bush administration.

For many years successive US administrations have sought to control OPEC,
which was largely accomplished by convincing the Saudis to invest heavily in
the US financial instruments and armament procurements. However, with
the possible exception of Russia, oil production in non-OPEC countries is
now in permanent decline, giving the OPEC countries a dominant position
in the global oil market into the foreseeable future.

Project for a New American Century (PNAC) Neoconservative
Policies: 1992-2002

Our first objective is to prevent the re-emergence of a new rival,
either on the territory of the former Soviet Union or elsewhere,
that poses a threat on the order of that posed formerly by the
Soviet Union.

There are three additional aspects to this objective: First, the
US must show the leadership necessary to establish and protect a
new order that holds the promise of convincing potential competi-
tors that they need not aspive to a greater vole or pursue a more
aggressive posture to protect their legitimate interests. Second, in the
non-defense areas, we must account sufficiently for the interests
of the advanced industrial nations to discourage them from chal-
lenging our leadership or seeking to overturn the established
political and economic order. Finally, we must maintain the mech-
anisms for deterving potentinl competitors from even aspiving to a
larger vegional or global role. [emphasis added]

— February 18, 1992, draft of the Defense Planning
Guidance for the Fiscal Years 1994-1999, prepared by then
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Undersecretary of Defense for Policy Paul Wolfowitz, for then
Secretary of Defense Cheney.™

The United States has for decades sought to play a more perma-
nent role in Gulf regional security. While the unresolved conflict
with Iraq provides the immediate justification, the need for a sub-
stantial American force presence in the Gulf transcends the issue
of the regime of Saddam Hussein.

New methods of attack — electronic, ‘non-lethal,” biological
— will be more widely available .... combat likely will take place
in new dimensions, in space, cyberspace, and perhaps the world of
microbes .... advanced forms of biological warfare that can target
specific genotypes may transform biological warfare from the
realm of terror to a politically useful tool.

— Project for a New American Century,
“Rebuilding America’s Defenses: Strategies, Forces and
Resources for a New Century,” 2000%

Despite the initial shock of the terrorist attacks in New York and Washington,
many aspects of current US geostrategy following 9/11 were apparently
planned in the late 1990s. A cursory analysis of various policy documents
published by PNAC relay sufficient details of the Bush administration’s global
strategy. Interestingly, the American media and general population failed to
appreciate the implications of these radical policy papers published over a ten-
year period, beginning in 1992* and continuing into 1998% and 2000.%

In 1992, the final year of George H.W. Bush’s presidency, Paul Wolfowitz
took the lead in drafting an internal set of military guidelines that is typically
referred to as the Defense Planning Guidance. Wolfowitz was then undersec-
retary of defense for policy (the Pentagon’s third-highest-ranking civilian)
and originally authored this document for then Secretary of Defense Cheney.
This draft document advocated that, with the fall of the Soviet Union, a window
of opportunity was available for the US to exert an aggressive unilateral doctrine
with a stated goal of preventing any nation or any group of nations from
“aspiring to a larger regional or global role or pursue a more aggressive posture
to protect their legitimate interests.”” The Washington Post summarized this
1992 draft with the following description:

The central strategy of the Pentagon’s framework is to ‘establish
and protect o new world order’ that accounts ‘sufficiently for the
interests of the advanced industrinl nations to discourage them from
challenging our leadership,” while at the same time maintaining a
military dominance capable of ‘deterring potentinl competitors from
even aspiving to a larger vegional or global role.”* [emphasis added]
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This strategy for US global dominance requires a hybrid economic/military/
intelligence nexus in order to enforce American supremacy in the immediate
post-Cold War period. Forebodingly, in this Defense document Wolfowitz
defined “access to vital raw material, primarily Persian Gulf 0il” as a key objective
of US policy and advocated military intervention — preemptive, if necessary
— to gain such access.” However, this document did not escape the public’s
attention once it was leaked to the press, instantly creating controversy in
Washington DC and likely within the capitals of other nations. In 2003 PBS’s
Frontline interviewed Washington Post reporter Barton Gellman, who offered
insight into the reactions of this story in 1992:

You have to take yourself back to 1992. This is the first time that the
Defense Department gathers itself to say, ‘What is our new strate-
gic mission in the world now that there is no more Soviet Union?’

[And] they said, ‘Our number one mission in the world, now that
we are the sole superpower is to make sure we stay that way.” They
wanted to pocket that gain. And what was so politically insensitive
in this internal document, which wasn’t meant for distribution, is
it talked about not only Russia, but Germany, Japan, India, all as
potential regional hegemons that could rise up to challenge the
United States as at least a regional and, potentially, a global super-
power. They said their number one mission is to quash that.

PBS reporter: What was the reaction?

Well, most of the countries I just named were on some kind of
friendly terms, or central allies of the United States. They were
none too pleased to be named as potential rivals. The public reac-
tion was, ‘Good God, we’re supposed to have a peace dividend
now. The Cold War is over. Let’s get on with our lives. Of course,
stay strong enough to protect ourselves. But what in the world are
you doing, going out there and looking for trouble?’

It was very controversial in Congress. There was an enormous
amount of commentary by the opinion leaders saying, “This is way
over the top.” And, it was an election year. And they caved.”

Based on the largest worldwide protests in history during February 14-16,
2003, (estimated to have included 12 million people in 700 cities, represent-
ing 60 countries) the overall reaction of the global community protesting US
ambitions for an Iraq War was assuredly unprecedented. Based on the political
fall out in both the UN and NATO, the majority of governments sympathized
with their citizens by expressing manifest intolerance of a US geostrategy
based upon unilateral warfare and global domination.

Indeed, the world community seems increasingly intolerant and fearful of
a hegemonic US superpower in the opening years of this new century. The
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failure of the Bush administration to gain UN authorization for the 2003 Iraq
War, in conjunction with the largest anti-war protests in recorded history,
showed that a great number of nations and their citizens still opposed the
neoconservative agenda as “way over the top.”

The supporters of PNAC openly seek to create a global empire, which in
their terms is a blueprint for maintaining global US preeminence, precluding
the rise of a great power rival, and shaping the international security order in
line with American principles and interests. These policy-makers see little or
no value in using America’s “soft power.” Contrarily, they advocate “hard
power” policies, such as an aggressive militarization of US foreign policies,
and provide an excellent contrast to the concept coined by Joseph Nye as
America’s traditional reliance on multilateral approaches when possible, or in
his terms, “soft power.”*!

Instead of using America’s soft power, the neoconservatives advocated
grandiose unilateral policies designed to “discourage advanced industrial
nations from challenging our leadership o7 even aspiring to a larger vegional
or global role.”* [emphasis added] What’s more, this document stated that
the doctrine of US global dominance must be pursued “as far into the future
as possible.”* Numerous governments have indicated their revulsion to such
a contemptuous geostrategy, which is not in the least surprising.*

This small group of ideologues provided the basis for a new overt US foreign
policy agenda. To appreciate the significance of 9/11 and how it has been
used to pursue previously documented policies requires careful analysis.
Individuals, such as Paul Wolfowitz, were considered fringe members of the
Republican Party’s far-right wing. After the 1992 elections, this group was
out of power but began the process of preparing for the next opportunity
when Republicans would win back the White House.

In 1997 like-minded members of this group had founded the Project for
a New American Century (PNAC).* This organization included an impressive
array of politicians and theorists: Donald Rumsfeld, Dick Cheney, Lynne
Cheney, James Woolsey, Paul Wolfowitz, Richard Perle, James Bolton, Jeb
Bush, Zalmay M. Khalilzad, William Bennett, and Dan Quayle. The views of
PNAC members, despite their reputations and authority, were often regarded
as perhaps too extreme by the mainstream conservatives who controlled the
Republican Party.*

However, following the 2000 election of George W. Bush, these former
political “outsiders” became powerful “insiders” within the White House,
and were placed in positions where they could exert maximum influence on
US policy: Dick Cheney as Vice President, Rumsfeld as Defense Secretary,
Wolfowitz as Deputy Defense Secretary, I. Lewis “Scooter” Libby as
Cheney’s Chief of Staft, Elliot Abrams as the official in charge of Middle East
policy at the National Security Council (NSC), Dov Zakheim as comptroller
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for the Defense Department, John Bolton as Undersecretary of State,
Richard Perle as chair of the Defense Policy advisory board at the Pentagon,
and Paula Dobriansky as the Undersecretary of State for Global Affairs in the
Bush administration.*” Additional members of the PNAC included Jeb Bush,
younger brother of George W. Bush and Governor of Florida, and William
“Bill” Kristol, editor of the Weekly Standard magazine.

The military-industrial-petroleum-intelligence nexus was also represented
in PNAC by former Lockheed-Martin vice president Bruce Jackson, ex-CIA
director James Woolsey, and senior fellow at the Hudson Institute, Norman
Podhoretz, all of whom were signatories to the PNAC policy document,
“Rebuilding America’s Defenses: Strategies, Forces and Resources for a New
Century.”® In effect, PNAC members were able to construct incoming
President George W. Bush’s foreign policies. In his first eight months in
power, some of these policies were openly pursued, such as insistence on a
National Missile Defense (NMD) system and the cancellation of the Anti-
Ballistic Missile (ABM) treaty.

However, these advisors were not able to pursue the more ambitious aspects
of their global strategy. PNAC’s famous strategy document from September
2000 lamented that the desired “transformation” of the US military would
be a long and difficult process without a massive external threat to provide a
catalyst for their larger goals. This document noted that perhaps only a “new
Pearl Harbor” could facilitate their goals of military “transformation.”*
Historians will undoubtedly record that it was the
Tragically, the American media has ~ Bush administration’s response to the historical

still failed to offer much-needed ~ OPportunity presented in the aftermath of the 9,/11
terrorist attacks that allowed the government to
overtly pursue previously unpalatable foreign policies.
Tragically, the American media has still failed to offer
much-needed analysis to inform the people of the
imperial policies espoused by PNAC and the resulting
international blowback stemming directly from the
doctrine of US global domination.

In contrast to the subservient media, information
about this group and careful analysis of their policy documents can be found
on numerous websites. Perhaps most significant is the widespread analysis by
European policy-makers, many of whom have openly expressed significant
concerns about the transformation of the US from a largely multilateralist
nation to one that openly espouses an eagerness for global dominance and
endless warfare. PNAC’s policies are seen as an open US declaration to seek
global domination — at any costs.

PNAC’s strategy papers provided the theoretical basis for the controver-
sial US defense document released in September 2002, “The National

analysis to inform the people of
the imperial policies espoused

by PNAC and the resulting
international blowback stemming
directly from the doctrine of

US global domination.
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Security Strategy of the United States of America” (NSS).* The Iraq War was
the test case of the new “Bush doctrine” of “preventative warfare.” One of
the many US websites that analyze and critique neoconservative geostrategy
is Bernard Weiner’s informative “Crisis Papers.”” Weiner, who has taught
American politics and international relations at Western Washington University
and San Diego State University, offered the following analysis of the under-
lying doctrine behind the NSS strategy, otherwise known as the Bush doctrine:

The [National Security Strategy of the United States of America]
document asserts as the guiding policy of the United States the
right to use military force anywhere in the world, at any time it
chooses, against any country it believes to be, or it believes may at
some point become, a threat to American interests. No country
has ever asserted such a sweeping claim to global domination as is
now being made by the United States.

Furthermore, it declares that ‘The US national security strategy
will be based on a distinctly American internationalism that veflects
the union of our values and our national interests” This bold sort
of internationalism may appear presumptuous to other countries,
governments and religious groups when it proclaims that what-
ever is good for America is good for the world. As President Bush
asserts in the introduction of the document, America’s values ‘are
right and true for every person, in every society.” [emphasis added ]

While many people from around the world naturally tend to harbor nos-
talgic notions of their own country, it is often problematic for a nation state
to boldly proclaim that its national interests and values are true for every
nation on Earth. The NSS did not address what constitutes national interests
and, as such, represented another Orwellian phrase similar to the oft-repeated,
but never actually defined, “American way of life.” According to the Declaration
of Independence, the unalienable universal rights of mankind are to “Life,
Liberty and the pursuit of Happiness.” Clearly preventative warfare is not one
of the self-evident truths, but rather appears to be an aggressive strategy for
enforcing our national interests upon other states.

The essential claim in the 2002 NSS document is the right of the US to
take unilateral military action against another country without having to offer
verifiable evidence that it is acting to prevent a clear and verifiable threat of
attack. This assertion was used to justify the 2003 Iraq War and basically
stated that the US has all-encompassing power to resort to violence whenever
it decides to, while using very vague language that cannot withstand the
scrutiny of critical analysis or international law: “We must be prepared to stop
rogue states and their terrorist clients before they are able to threaten or use
weapons of Mass Destruction.”*
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This philosophy represents a radical departure from the post-WW II period,
as it does not apply to a nation’s right to self-defense from imminent attack,
but proclaims that any potential, ambiguous threats at some point in the future
will be used to justify US military action. From a forthright geostrategic per-
spective, this policy appears to advocate the use of military force to overrule
economic realities. As US policy-makers lose confidence in the economic
strength and competitiveness of the American economic structure vis-a-vis its
major international rivals, policy-makers may increasingly be fearful of dislo-
cations within the domestic social structure. The ruling elites may view the
application of US military power as the mechanism by which it can counteract
some of the troubling economic reality.

Rarely mentioned in our censored press, but widely disseminated in the
foreign media, is the disheartening realization that the majority of interna-
tional legal opinion has interpreted the concept of “preventative war” as illegal
under international law. The International Commission of Jurists denounced
the invasion of Iraq, claiming the attack represented a “war of aggression.”**
In September 2004 UN Secretary General Kofi Annan unequivocally stated
the UN’s position on the war, “I’ve indicated that it was not in conformity
with the UN Charter from our point of view, and from the Charter point of
view it was illegal.”** (Note: The US helped write the original UN charter and
ratified it in 1948.)

The New Great Game: Geopolitical Tensions over
Diminishing Hydrocarbon Reserves

The United States will find the world of liquefied natural gas
potentially much more troubling than that of oil. To the extent
that the so-called war on terror is a cover for increasingly desper-
ate moves to control the world’s dwindling oil supply, expansion
into LNG, which is liquid natural gas, with its main production
sources in politically anti-American states, threatens an even greater
likelihood of endless war, covert disruption and forced regime
change.
— Julian Darley, author of High Noon for Natural Gas: The
New Energy Crisis, 2004

Anxious to diversify its suppliers, Beijing has directed its state-

controlled companies to buy into oilfields around the world ....

‘It reflects the generally uneasy feeling in the government,’ said Joe

Zhang, head of China research at UBS in Hong Kong. ‘Strategically,
politically, militarily, somehow they don’t feel comfortable.’

— “China Unable to Quench Thirst for Oil,”

Financial Times, 2004
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In 2003 China became the second-largest oil consumer of energy behind the
US. This has far-reaching implications and provides further impetus to develop
alternative energy sources in an effort to reduce geopolitical tensions. Gal Luft,
Executive Director of the Institute for the Analysis of Global Security (IAGS)
in Washington DC, and Anne Korin, Director of Policy and Strategic Planning
at IAGS, noted that China may come into conflict over oil in the Middle East.

[1t] is worth bearing in mind that the US, which has been trying
for three decades to break its addiction to Middle Eastern oil, has
only become more dependent with each passing year. Whether the
Chinese can do better remains at best an open question. For the
time being, the trend lines are what they are: oil reserves elsewhere
are being depleted faster than in the Middle East, and before too
long that region will contain the last remaining reservoir of cheaply
extractable crude. If each barrel the US needs is also sought after
by China, a superpower conflict in the world’s most unstable
region can once again become an omnipresent danger. At that
point, as Napoleon foresaw, the world will surely tremble.*®

This warning provided yet another reason for the US government to
undertake a sustained and concerted eftort to reduce our excessive oil consump-
tion. Although China’s population is over four times that of the US (1.2 billion
versus 300 million) and has accounted for the majority of economic growth
in the opening years of the 21* century, its energy consumption is much less
than that of the US. For example, in 2002 daily US oil consumption was a
prodigious 7,191 mb/d, whereas China consumed a miserly 1,935 mb/d.* To
place this imbalance in perspective at the individual level, the average American
consumes 25 barrels of oil a year; in China, the average is 1.3 barrels.®

Notably, from the mid-1990s until early 2002 there were optimistic claims
that the Caspian Sea region could have up to 200 billion barrels(b/bl) of
untapped oil, making it the “oil find of the century.”® Cheney’s energy plan
may have been written based on these optimistic estimates. The highly rep-
utable Jane’s Intelligence Review reported in March 2001 that the US was
working with Russia to “tactically and logistically counter the Taliban” well
before the September 11* attacks and the “war on terrorism” was declared.®

Furthermore, according to the French book, The Forbidden Truth, the
Bush administration ignored the UN sanctions that had been imposed upon
the Taliban and entered into secret negotiations with the supposedly “rogue
regime” from February 2, 2001, to August 6, 2001.* According to this
book, the Taliban were not cooperative, based on the statements of Mr. Naik,
Pakistan’s former ambassador. He reported that the US threatened a military
option if the Taliban did not acquiesce to Washington’s demands.** Fortuitous
for Cheney’s energy plan, as outlined in the May 2001 NEPDG report, a few
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months later Osama bin Laden delivered upon US soil the unprecedented
9 /11terrorist attacks.

The pre-positioned US military, along with the CIA providing millions in
cash for the Northern Alliance leaders, led the invasion of Afghanistan, and
the Taliban were routed. The pro-Western Karzai government was ushered
in. The $3.2 billion pipeline project was reinvigorated shortly thereafter, with an
agreement signed between Turkmenistan, Afghanistan, and Pakistan in 2002.%
According to Dale Allen Pfeiffer, an oil industry researcher for Michael
Ruppert’s website (www.fromthewilderness.com), after three exploratory
wells were built and analyzed, it was reported that the Caspian region con-
tained much smaller oil reserves than originally reported, although it does
appear to have a lot of natural gas.® In fact, it was discovered that the Caspian
oil is also of poor quality, with up to 20 percent sulfur content, expensive to
refine, and creates huge volumes of environmentally damaging waste product.

In December 2001, just after US troops took over the capital of
Afghanistan, British Petroleum (BP) announced disappointing Caspian drilling
results. The consulting group PetroStrategies published a study estimating
that the Caspian Basin contained only 8 to 39.4 b/bl of oil.” Shortly after
this report was discussed in the petroleum news sources, BP and other
Western oil companies began reducing investment plans in the region.*®

Despite exaggerated claims of the “oil find of the century” and predictions
of a new Saudi Arabia outside the Middle East, the US State Department
announced in November 2002 that “Caspian oil represents 4% of world
reserves. It will never dominate the world’s markets.”” Subsequently, several
major companies dropped their plans for the pipeline, citing the massive pro-
ject was no longer profitable.

Unfortunately, this unexpected realization about the Caspian Sea region
has serious implications for the US, India, China, Asia, and Europe, as the
amount of available hydrocarbons for industrialized and developing nations
has been decreased. Although the contents of the Cheney’s energy task force
are still unpublished, Judicial Watch won a small victory in July 2002 with the
release of a few documents under a Freedom of Information Act (FOIA). The
following is a synopsis of the seven pages of disclosed documents from these
secretive energy meetings held during early 2001:

e Detailed map of all Iraqi oil fields (an estimated 11 percent of
world supply)
¢ Two-page specific list of all nations with development contracts

for Iraqi oil and gas projects and the companies involved,
“Foreign Suitors for Iraqi Oilfield Contracts,” dated March 2001

* Detailed map of all Saudi Arabian oil fields (an estimated 25
percent of world supply)
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¢ List of all major oil and gas development projects in Saudi Arabia

e Detailed map of all oil fields in the United Arab Emirates (an
estimated 8 percent of world supply)

e List of all oil and gas development projects in the UAE”

It is widely reported as factual that Iraq holds 11 percent of the world’s
total oil reserves (112 billion barrels). However, due to armed conflict with
Iran and then Kuwait, no geological surveys have been conducted in Iraq since
the 1970s. The Russians, French, and Chinese were cager to lease Iraq’s unex-
plored fields, which some organizations claimed may contain up to 200 billion
barrels.”" However, these appear to be markedly irresponsible claims, as tech-
nical reports suggest Iraq’s recoverable oil may be significantly lower than
expected, perhaps to only 15 to 25 percent of'its 112 b/bl reserve estimates.”

Furthermore, the convergence of overt military actions to pursue energy
policy requires the US president to obfuscate the underlying energy issues in an
effort to create public support for such war. It would have not been easy to
convince the masses that the Iraq War was based on the US’ need to somehow
acquire an additional 7.5 mb/d to meet projected energy consumption by 2020.

Obviously the UN would not sanction a war based on such a narrow self-
interest. Hence, the Straussian/neoconservative ideology to create an external
threat was actively pursued by our political leaders in order to deceive the
domestic population, in an effort to pursue otherwise unpalatable foreign
policies. Despite the success of the ruling elites to launch the Iraq War, two
flaws in neoconservative geostrategy remain. First, the observation that neither
the world community, nor the UN; is as easily propagandized as the domestic
US audience. In other words, the tactics involving the creation of an ominous
external threat to American security is ineffectual on the international stage.

Secondly, most of the countries targeted for increased oil supply to the US
are typically plagued with either internal conflict based on differing ethnic
groups or are anti-American based on perceptions or historical experience
with unsavory US foreign interference. The Iraq War was claimed to be a logi-
cal extension of the “war on terror.” However, the generalized failure of the
international community to support the US occupation in the aftermath of
the Iraq War exemplified the inherent weaknesses of neoconservative doctrine.
Although only obliquely addressed by the mainstream media, international
agreements and competition over oil exploration contracts in a post-sanction
Iraq were key factors.

One of the documents that Cheney reviewed during the spring of 2001
was entitled “Foreign Suitors for Iraqi Oilfield Contracts.”” These detailed
reports are representative of those prepared by the highly regarded Swiss firm
IHS Energy (formerly Petroconsultants). A careful analysis of these two pages
suggests that, around 1997 many nations, including China, Russia, and France,
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approached the Saddam Hussein regime to secure oil exploration contracts.
Apparently an international consensus was beginning to emerge that Iraq’s
WMD program had been effectively dismantled and the 1991 UN sanctions
against Iraq would soon be lifted. After the sanctions were lifted, those nations
awarded oil lease contracts by the Iraqi government stood to gain — but with
Saddam Hussein likely excluding the US and UK oil companies due to his
animosity over ongoing bombing campaigns in southern and northern Iraq.

These documents reveal that energy giants, such as Russia’s Lukoil and
France’s TotalFinaElf, had signed “production-sharing contracts”(PSCs)
going back to 1997. In total, over 30 nations were listed as foreign suitors for
Irag’s oil.”* The two conspicuous nations missing from this list were the
United States and United Kingdom (two small UK companies were listed,
but not British Petroleum/BP). Incidentally, the Clinton administration uni-
laterally pulled the UN weapons inspectors out of Iraq and launched a
bombing campaign in December 1998, Operation Desert Fox. This effec-
tively ended the UN inspection process within Iraq, but foreign oil companies
continued to pursue contractual agreements with Saddam Hussein until 2002,
believing the UN sanctions would ultimately be lifted. In the meantime the
US and UK continually blocked motions to lift the sanctions despite the
ongoing humanitarian crisis in Iraq.

Figure 2.1 below helps illustrate why neither Washington nor London was
unable to gain approval for the Iraq War at the UN Security Council. According
to the International Energy Agency’s “World Energy Outlook 2001,” these
contracts for Iragi oil were worth up to $1.1 trillion.”

According to an article in the Observer, both European and Russian offi-
cials voiced concerns about an “oil grab” by Washington in the event of a US

Company Country Iraq Reserves Area or Oil
(billion barrels)  Field

Elf Aquitaine, Total SA* France 9-20, 3.5-7 Majnoun,
(Now part of TotalFinaElf) Nahr Umr, etc.

Lukoil, Zarubezneft, Russia 7.5-15 Rafidain, West
Mashinoimport Qurnah, etc.

China National Petroleum China Under 2 North Rumaila

ENI/Agip Italy Under 2 Nasiriya

Japex Japan n/a Gharraf

Ranger, CanOxy, etc. Canada n/a Block 6, Ratawi

2.1: Iraqi oil contracts. Source: IEA "World Energy Outlook 2001"
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invasion of Iraq.” It is reasonable to assume that the governments of the US,
UK, France, Germany, Russia, or China were likely motivated more by
geostrategic interests than the deplorable human rights conditions in Iraq.

The Russian official said his government believed the US had bro-
kered a deal with the coalition of Iraqi opposition forces it backs
whereby support against Saddam Hussein is conditional on their
declaring — on taking power — all oil contracts conceded under
his rule to be null and void.

“The concern of my government,” said the official, “is that the
concessions agreed between Baghdad and numerous enterprises
will be reneged upon, and that US companies will enter to take
the greatest share of those existing contracts. Yes, you could say it
that way — an oil grab by Washington.”

— A government insider in Paris told the Observer that
France also feared suffering economically from
US oil ambitions at the end of a war.””

These concerns about a US il grab, as expressed by various foreign govern-
ments, were not unfounded accusations, considering the explicit comments of
former CIA director R. James Woolsey. In an interview with the Washington
Post before the war, he warned, “France and Russia have oil companies and
interests in Iraq. They should be told that if they are of assistance in moving
Iraq toward decent government, we’ll do the best we can to ensure that the
new government and American companies work closely with them.” But he
added, “If they throw in their lot with Saddam Hussein, st will be difficult to
the point of impossible to persuade the new Iragqi government to work with
them.””s [emphasis added] Woolsey’s unveiled message was quite clear about
future oil prospects in Iraq: Join the “coalition of the willing” — or your oil
contracts will be voided.

A review of Iraq’s oil production history shows a peak in December 1979
at 3.7 mb/d. In 1980, shortly after the Iran-Iraq War started, Iraq’s oil pro-
duction decreased. Likewise, one month before Saddam Hussein’s August
1990 invasion of Kuwait, Irag’s daily oil production was near the previous
peak, with July 1990 oil production reaching 3.5 mb/d. However, during
the decade of the 1990s, Iraq’s oil infrastructure deteriorated under the UN
sanctions. According to the Energy Information Administration, Iraq’s oil
production reached perhaps 2.0 mb/d, with “gross” production (including
re-injection, water cut, and unaccounted-for oil) of around 2.2 mb/d. For the
first ten months of 2004, Iraqi crude oil output was averaging 2.0 mb/d.”

Before the 2003 invasion it was widely speculated that a reconstituted
Iraqi oil production infrastructure would garner billions in new investment
that could potentially double oil production, reaching up to 6 mb/d. It was
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also presumed that such oil production exports would pay for the majority of
Iraq’s reconstruction costs.

However, in 2001 and in 2003 it was reported that, during the UN
embargo period throughout the 1990s, Iraqi oil engineers were injecting
400,000 barrels of oil back into the giant Kirkuk field in an effort to main-
tain reservoir pressure. Over time this poor engineering technique will degrade
the internal structure of the reservoir, thereby jeopardizing future production
output in order to maintain current production levels. As an oil field matures,
the internal oil pressure begins to drop. In order to maintain internal pres-
sure, large amounts of water or oil can be injected back into the reservoir, but
eventually the field will “water out,” often resulting in a drastic collapse in
output.

Similar concerns have arisen regarding the world’s largest oil find, Ghawar
in Saudi Arabia. This mature field produces over half of all Saudi oil, approxi-
mately 4.5 mb/d. However, in order to achieve this output, Saudi engineers
are injecting 7 million barrels of seawater per day into Ghawar, a sign that the
world’s largest oil field is nearing a collapse of output.®

Regarding Iraq, apparently the lack of spare parts and inability to conduct
engineering repairs in the reservoirs throughout the 13 years of comprehensive
UN sanctions (1991 to 2003) resulted in severe, and potentially permanent,
damage to Iraq’s two major oil fields, and likely other fields as well. If these
reports are even only partially accurate, Iraq’s oil production capability may
never reach oil production levels of 5-6 mb/d that was proclaimed prior to
the 2003 invasion.

In June 2001 the UN Given these disconcerting issues, some oil geologists
have downgraded Iraq’s oil reserve figures to approximately
half of what is typically reported as its reserves: 112.5 billion
barrels. In June 2001 the UN reported that, without imme-
diate and extensive repairs of Iraq’s two main oil reservoirs,
the fields may become permanently damaged, thereby signif-
icantly decreasing the amount of recoverable oil.

The January 2004 newsletter for the Association for the
Study of Peak Oil & Gas (ASPO) addressed the issue of
damaged oil reservoirs as reported by the UN and inferred

reported that, without
immediate and extensive
repairs of Irag’s two main
oil reservoirs, the fields
may become permanently
damaged, thereby signifi-
cantly decreasing the
amount of recoverable oil.

that a realistic downgrade of Iraq’s oil reserves was war-
ranted. Additionally, the ASPO omitted the “political oil” reserve revisions
typical of the late 1980s and concluded that Iraq’s recoverable oil reserves are
more likely in the 50-billion-barrel range.*

The report says that it may now be possible to recover only 15% to
25% of the oil in place. Meanwhile the occupying forces are con-
centrating on trying to repair the surface facilities being hesitant
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to address the subsurface for fear, as the New York Times no less
admits, the objective of the invasion should become self-evident.
It looks as if a serious downward revision of Iraq’s future produc-
tion potential is called for. The published reserve estimate of 112.5
Gb looks increasingly unreliable. Perhaps it makes more sense to
revert to something around 50 Gb, closer to what was reported
prior to the anomalous jump to 100 Gb in 1988, when the OPEC
countries were vying with each other for quota based on reported
reserves.®

This UN report likely presented a paradox for the Bush administration —
had the 1991 UN sanctions been lifted, the French, Russian, and Chinese oil-
leasing contracts could have been legally implemented. These nations would
then have been in the enviable position of pouring massive reinvestment into
Iraq’s oil sector in an effort to make the necessary upgrades and engineering
repairs.

On the other hand, lifting of the UN sanctions would have presumably
denied the major US and UK oil companies from oil exploration contracts
inside Iraq, while also allowing higher volumes of Iraqi oil production sales
denominated in the euro. Given the disconcerting reports of deterioration
within Iraq’s major oil reservoirs, a larger question should have been contem-
plated in 2001, What course of action in Iraq would be beneficial to the
global community? It was not in anyone’s interests, including the people of
Iraq or the international community, to allow Iraq’s oil reserves to be adversely,
and perhaps permanently, damaged due to the insistence of continued US /UK-
sponsored sanctions.

The evidence of Iraq’s effective disarmament was growing by 1997-1998,
but in an effort to keep “foreign suitors” from beginning oil exploration in
Iraq — at the exclusion of the major US and UK oil conglomerates — the
plan under the Bill Clinton, George W. Bush, and Tony Blair administrations
appears to have been an active attempt to block and postpone any attempts
to lift the UN sanctions until Saddam Hussein was replaced with a pliant regime.
The real costs of preserving Iraq’s oil profits for the US /UK corporate-military—
industrial-petroleum-banking conglomerate can be now measured in lost
human lives: American, British, and Iraqi — estimated in excess of 100,000
violent deaths.

There were alternatives to an invasion of Iraq, but sacrifice in the pursuit
of nonviolent approaches to our energy and economic challenges was not
what the Bush administration was able, or willing, to ask of the American
people. Nonetheless, previously “pro-war” commentators such as New York
Times columnist Thomas Friedman are now advocating that the US earnestly
seek alternative energy strategies:
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If Bush made energy independence his moon shot, he would dry
up revenue for terrorism; force Iran, Russia, Venezuela, and Saudi
Arabia to take the path of reform ... strengthen the dollar; and
improve his own standing in Europe, by doing something huge to
reduce global warming. He would also create a magnet to inspire
young people to contribute to the war on terrorism and America’s
future by becoming scientists, engineers and mathematicians.
“This is not just a win-win,’ said the Johns Hopkins foreign pol-
icy expert Michael Mandelbaum. ‘This is a win-win-win-win-win.’
Or, Bush can ignore this challenge and spend the next four years
in an utterly futile effort to persuade Russia to be restrained, Saudi
Arabia to be moderate, Iran to be cautious and Europe to be nice.

— Thomas L. Friedman, “A New Mission for America,”
International Herald Tribune, December, 2004

West Africa: Expanding the War on Terror, or War on Global
Oil Control?

I think Africa is a continent that is going to be of very, very sig-
nificant interest in the 21* century ... we’re going to have to engage
more in that theater ... [warning that West Africa’s ungoverned
regions] could become terrorist breeding grounds.

— General James Jones, head of the US European
Command, statement before a Senate Panel in May 2003, as
quoted in the Washington Times, September 2003%

The US is always looking for alternative sources of oil. We need
to find sources that we can depend on, and certainly the Gulf of
Guinea is one of those areas, but oil is not the driving force in this
region. Clearly, shoring up security in these regions helps us in
our global war on terrorism, which is a major linchpin of our cur-
rent foreign policy.

— State Department official, Washington Times, September 2003

The [West African] people are fed up and angry at the exploita-
tion of their resources.

— Mr. Ayittey of American University, Washington Times,
September 2003%

Why does America end up supporting dictators and autocrats
around the world?

Unfortunately, American oil and gas or mining companies are
very likely to support a dictatorship because it makes the natural
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resource extraction and sale that much easier and more profitable.
US oil companies are in Nigeria, its mineral companies are in Sierra
Leone. Under lobbying pressure, the American government ends
up supporting its largest natural resource companies and quickly
becomes an ally of the dictator’s regime and an enemy of his people.

— John Talbot, Where America Went Wrong and How to
Regain Her Democratic Ideas, 2004

According to a September 2003 article in the Washington Times, the US is on
a global “hunt for new oil,” with West Africa emerging as a key strategic area
of interest.* Negotiations are underway for multiple US military outposts in
this region. Currently the US receives about 14 to 15 percent of its oil
imports from Africa, with Nigeria and Angola serving as the two prime pro-
ducers there. Cheney’s 2001 National Energy Plan estimated the US could
receive up to 25 percent of its total energy from Africa. For comparison, cur-
rently the US receives approximately 30 percent of its imports from Canada
and Mexico, with 26 percent imported from the Persian Gulf.

While the oil reserves in West Africa are believed to be around 77 billion
barrels, this pales in significance to the estimated total reserves in the Middle
East of a reported 686 billion barrels. Nonetheless, at least six nations in West
Africa will likely become more important during this decade as global oil pro-
duction winds down in the US, UK, and elsewhere. According to Michael
Rodgers, senior director for PFC Energy in Washington,

Several other West African countries — like Chad, Congo-Brazzaville,
Equatorial Guinea, and Sao Tome and Principe — are emerging as
new and potentially strong oil producers. West African oil produc-
tion, currently at 3.5 million barrels per day, could top 6 million
barrels per day in the next decade.”

Despite the oil wealth in Nigeria and Angola, the Washington Times article
noted that human rights abuses and poverty levels rank very high in the two
most oil-rich nations of Africa. Likewise, these conditions of economic dis-
parity have created both ethnic and political conflicts that plague this region.
Furthermore, much of the societal strife in these nations appears to be directed
at Western oil companies that are seen as exploiting the natural resources of
the region without reinvesting in the native country. The indigenous antag-
onism toward US oil companies has created an expansion of the so-called war
on terror into West Africa. Timothy Burn of the Washington Times outlined
the growing risks associated with African oil exports:

Political and ethnic strife are rampant throughout West Africa. The
presence of huge amounts of oil has fueled the unrest, as billions
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of dollars in petroleum revenue pour into government coffers.
Little finds its way to impoverished local populations.

Militant protesters in West Africa often aim their wrath at
Western oil companies, accusing them of exploiting Africa’s oil
wealth while their nations struggle under poverty.”

The anger and frustration espoused by the impoverished populations in
West Africa sound eerily reminiscent of claims stated by Osama bin Laden
regarding the exploitation of oil wealth and corrupt Middle Eastern govern-
ments. Since the mid-1990s, the Saudi government has been perceived by bin
Laden and his followers to be a corrupt regime that has transferred vast
wealth into Western oil companies, presumably US oil companies. Regarding
Nigeria and Angola, if the indigenous populations become increasingly mili-
tant with feelings of exploitation, the US strategy of relying on West African
sources of oil may not be a viable long-term national security strategy.

To mitigate such conflicts, transparent policies should be pursued with
respect to oil export profits. For example, Prime Minister Blair has called for
more openness in the financial dealings between oil companies and oil-rich
nations. One organization advocating transparency is Publish What You Pay.
Their goal is to “help citizens of resource-rich countries hold their govern-
ments accountable for how revenue from oil is distributed, and thereby is
designed to improve the living standards of local populations, rather than lining
the pockets of corrupt government leaders.”" It would appear that increasing
the transparency behind these financial agreements could lessen social discord.
This effort is spearheaded by billionaire financier George Soros, but not surpris-
ingly, the Bush administration is opposed to such transparency.

Oil and War in the 20" Century: The Emerging Role of the US
Military in the 21* Century

The need for oil certainly was a prime motive [in Hitler’s decision
to invade Russia] ...

— Albert Speer’s testimony at Nuremburg War Trials,
German Minister for Armaments and War Production,
1941-1945*

The thrust is clear: Once it has seized the oil wells of west Asia,
the US will determine not only which firms would bag the deals,
not only the currency in which oil trade would be denominated,
not only the price of oil on the international market, but even the
destination of the oil.
— “Behind the Invasion of Iraq,”
Aspects of India’s Economy, 2002
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Iraq is hardly the only country where American troops are risking
their lives on a daily basis to protect the flow of petroleum. In
Colombia, Saudi Arabia, and the Republic of Georgia, US personnel
are also spending their days and nights protecting pipelines and
refineries, or supervising the local forces assigned to this mission.
American sailors are now on oil-protection patrol in the Persian
Gulf, the Arabian Sea, the South China Sea, and along other sea
routes that deliver oil to the United States and its allies. In fact,
the American military is increasingly being converted into a global
oil-protection service. [emphasis added]

— Michael Klare, “Transforming the American Military into a
Global Oil-Protection Service,” October 7, 2004

During the two great wars of the 20" century, oil often proved to be the
defining natural resource that was required to project military power on the
sea, air, and land. Indeed, oil factored in the victory or defeats in major mil-
itary campaigns throughout the 20" century. During both of the world wars,
the US had an abundance of oil. The transatlantic transport and supply of this
oil was critical to our success in helping our allies prevail during both world
wars. Conversely, while Germany had a large supply of domestically sourced
coal, she had little domestic oil. The geological history of Germany ultimately
impaired its goal of an empire.

It is estimat