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Oil Wars

By Mamdouh G. Salameh*

The 20th century was truly the century of oil whilst the 21st century could be that of peak oil and the re-
sulting oil wars. No other commodity has been so intimately intertwined with national strategies and global
politics and power as oil. The close connection between oil and conflict derives from its vital importance to
the economy and military power of nations, its irregular geographical distribution and peak oil.

In the Cold War years, the battle for the control of oil resources between international oil companies
and developing countries was a major incentive and inspiration behind the great drama of de-coloniza-
tion and emergent nationalism.

Yet oil has also proved that it can be a blessing for some and a curse for others. Since its discovery, it
has bedevilled the Middle East and the world at large with conflicts and wars.!

However, with dwindling global oil reserves and fast-rising oil demand, the economics and geopoli-
tics of oil suggest that there could be more oil wars in coming years.

QOil Is a Leading Cause of War

There is no doubt that oil is a leading cause of war. Oil fuels international conflict through four
distinct mechanisms: (1) resource wars, in which states try to acquire oil reserves by force; (2) the ex-
ternalization of civil wars in oil-producing states (Libya, for an example); (3) conflicts triggered by the
prospect of oil-market domination, such as the United States' war with Iraq over Kuwait in 1991; and
(4) clashes over control of oil transit routes such as shipping lanes and pipelines (closure of the Strait
of Hormuz, for example). These mechanisms can contribute to conflict individually or in combination.’

Geopolitics in a World of Dwindling Energy Supplies

Resource wars have been fought since the dawn of history, but today the competition is entering a new
phase.’ Nations need increasing amounts of energy and materials to produce economic growth, but—as
we have seen, the costs of supplying new increments of energy and materials are increasing. In many
cases all that remains are lower-quality resources that have high extraction costs. Meanwhile the struggle
for the control of resources is re-aligning political power balances throughout the world.

The United States maintains a globe-spanning network of over 800 military bases that formerly repre-
sented tokens of security to regimes throughout the world but that now increasingly only provoke resent-
ment among the locals. This enormous military machine is becoming too expensive for the United States
to maintain. Indeed, the nation’s budget deficit largely stems from its trillion-dollar-per-year.*

The European Union, traditionally allied with the U.S., is increasingly mapping its priorities inde-
pendently—partly because of increased energy dependence on Russia, and partly because of economic
rivalries and currency conflicts with America.

China is the rising power of the 21st century with a surging military and lots of cash with which to buy
access to resources (oil, coal, minerals, and farmland) around the planet. Its emergence as an economic
superpower and competition with the United States over dwindling oil reserves could potentially lead to
conflict in coming years.

Japan, with the world’s third-largest economy, is wary of China and increasingly uncertain of its pro-
tector, the U.S. The country is tentatively rebuilding its military so as to be able to defend its interests
independently. Disputes with China over oil and gas deposits in the South China Sea are likely to worsen,
as Japan has almost no domestic fossil fuel resources and needs secure access to supplies.

Russia is a resource powerhouse. It vies with China and the U.S. for control of Caspian and Central
Asian energy and mineral wealth through alliances with former Soviet states. It tends to strike tentative
deals with China to counter American interests, but ultimately Beijing may be as much of a rival as
Washington. Moscow uses its gas exports as a bargaining chip for influence in Europe.

The Middle East maintains a vast oil wealth, but is characterized by extreme economic inequality,

high population growth rates, political instability, and the need for importation
of non-energy resources (including food and water). The revolutions and protests
in Tunisia, Egypt, Libya, Bahrain, and Yemen in early 2011 were interpreted by
many observers as a refusal by common people to tolerate sharply rising food,
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Oil Wars in Recent History

Prior to the 1990 Gulf War, the American energy company Halliburton’s president and later U.S. vice
president, Dick Cheney revealed, “We're there because that part of the world controls the world supply
of oil, and whoever controls the supply of oil would have a stranglehold on the world economy.”

Between 1941 and 2014, at least ten wars have been fought over oil with many potential ones that
could happen during the next three decades of the 21st century.

1-Nazi Germany’s Invasion of the Soviet Union (June 1941)

One of Hitler’s most important strategic objectives in the invasion of the Soviet Union on June 22,
1941 was the capture of the oilfields in the Caucasus.’

Desperate for fuel, Germany entered North Africa and Russia in 1941 to reach the Middle East oil-
fields and Baku oilfields in the Caspian. German War Production Minister, Albert Speer, conceded in his
post war interrogation that oil “was a prime motive” for these invasions.

2-The Attack on Pearl Harbor & U.S. Entry into World War 11 (1941)

Oil was central to Japan’s decision to attack Pearl Harbor thus bringing the United States into World War II.

History might conclude that the Japanese attack on Pearl Harbor might have been provoked by the oil
embargo imposed by the United States on Japan on July 25, 1941 as a result of Japanese military aggres-
sion in Asia. Increasingly worried about a cut-off of oil supplies from the United States, Tokyo instituted
a policy to try to eliminate dependence on U.S. oil supplies. In 1940-1941, it was energy security that
led Japan to occupy the Dutch East Indies and take control of its oilfields. Indeed, the U.S. oil embargo
was the pivotal factor leading Japan to attack Pearl Harbor, bringing the United States into World War I1.¢

3-The Biafra — Nigeria Oil War (1967)

Oil was a major issue in the Nigerian civil war that lasted for 24 months and led to the death of 2 mil-
lion innocent Nigerians. Biafra sits on huge oilfields. Approximately 30% of these fields lie in Nigeria
with the remaining 70% in Biafra.

4-Thel973 Arab-Israeli War

While oil was not directly the cause of the 1973 Arab-Israeli War, using the oil weapon was a central
part of the planning for the war.

On October 17, 1973, eleven days into the Arab Israeli War of the 6th of October, the Arab oil-
producing countries wielded the oil weapon and imposed an oil embargo against the United States and
other countries friendly to Israel. The embargo led to a quadrupling of crude oil prices and precipitated a
severe recession, which adversely affected the economies of the industrialized nations.’

5-The Iran-Iraq War (1980-1988)

The real factor behind the Iran-Iraq war was a simmering rivalry between these two oil-producing na-
tions underpinned by each one’s aspiration for strategic primacy in the gulf region and supremacy inside
OPEC. The war was a precursor for the invasion in Kuwait and the first Gulf War.

6-The Iraq-Kuwait War (1990)

The invasion of Kuwait in 1990 was triggered by a dispute with Iraq over the Rumaila oilfield, which
straddles the border between the two countries.

There were several reasons for the Iraqi move, including Iraq's inability to pay more than $80 bn that
had been borrowed to finance the Iran-Iraq war and Kuwaiti overproduction of oil which kept revenues
down for Iraq.

7-The War on Iraq (2003)

The U.S. invasion of Iraq in 2003 was undoubtedly about oil. This was the 21st century’s first oil war.
The prize was Iraq’s spectacular oil wealth estimated at 330 billion barrels of proven, semi-proven and
probable oil reserves.® Even Alan Greenspan, the former chairman of the U.S. Federal Reserve System
for seventeen years, agrees that the Iraq war was largely about oil.’

The war cost the U.S. economy an estimated $6.65 trillion in running costs and also in oil price differ-
ences. It also cost the global economy (including the U.S.) some $14.13 trillion and was instrumental in
precipitating the 2008 global financial and economic crisis.!® It is estimated that the Iraq war may have
increased energy costs worldwide by a staggering $6 trillion."!
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8-The Sudan Oil War

When Sudan was divided in 2011, most of the oilfields wound up in the south, while the only pipeline
capable of transporting the South’s oil to international markets (and thus generating revenue) remained
in the hands of the northerners. They had been demanding exceptionally high “transit fees” -- $32-$36
per barrel compared to the common rate of $1 per barrel -- for the privilege of bringing the South’s oil
to market. When the southerners refused to accept such rates, the northerners confiscated money they
had already collected from the South’s oil exports, its only significant source of funds. In response, the
southerners stopped producing oil altogether and launched their military action against the north. The
situation remains explosive.

9- Syria’s Civil War

Some would say the civil war and the massacres of civilians in Syria since 2011 are being exploited
for narrow geopolitical competition to control Mideast oil and gas pipelines.'?

Whatever the case, few recall that U.S. agitation against Syria began long before the civil war with the
main objective of weakening Iranian influence across the Middle East.

9- The War on Libya in 2011

And while the war on Libya was portrayed as a humanitarian effort by the U.S. and NATO to protect
civilians, it might be viewed it as an effort to get better terms for their oil companies.

After the lifting of sanctions in 2003, Western oil companies flocked to Libya with high expectations;
they have been disappointed by the results. The Libyan government granted operating licenses to for-
eign companies that left the Libyan state-run National Oil Corporation of Libya (NOC) with 90% of the
extracted oil."

10- The Annexation of the Crimea

The annexation of the Crimea signals to the world that oil and natural gas are once again being used
as a weapon of war.

Russia’s intrusion into the Ukraine in February 2014 has been prompted by energy and geopolitical
factors. The energy factor is that 50% of Russia’s gas and oil supplies to the European Union (EU),
amounting to 30% of its needs, are piped through the Ukraine. Moreover, revenues from these supplies
are extremely important for the Russian economy. The geopolitical factor is to prevent the Ukraine from
joining the EU and eventually NATO."

Potential Future Oil Wars

At present, there are at least five conflicts that could potentially flare up over oil and gas resources in
the next three decades of the twenty-first century.

1-Conflict over Iran’s Nuclear Programme

Oil is at the heart of Iran’s nuclear programme. Iran needs nuclear energy to replace the crude oil and
natural gas currently being used to generate electricity, thus allowing more oil and gas to be exported.
Without nuclear power, Iran could be relegated to the ranks of small exporters as early as 2015 with
catastrophic implications for its economy and also the price of oil."

Neither sanctions nor threat of war against Iran will force it to relinquish its nuclear programme. If at-
tacked, Iran could plunge the world in the biggest oil crisis in its history by blocking or mining the Strait
of Hormuz through which 17 mbd (20% of oil traded worldwide) pass every day. This could push the
price of oil to $150-$200 a barrel thus sending the global economy back into recession.

2-0il War between the United States & China?

Though a terrifying possibility, a potential war between China and the U.S. could be triggered by a
race to secure a share of dwindling oil reserves or over Taiwan or the disputed Islands in the South China
Sea claimed by both China and Japan with the U.S. coming to the aid of Japan.

In such a conflict, the United States would try to starve China of oil by blocking any supplies from the
Middle East passing through the Strait of Hormuz or Malacca.

3-Contflict between Iraq and Kurdistan

Oil is raising the stakes and the tensions between Iraq and the Kurdistan Regional Government (KRG)
in Iraqi Kurdistan.
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Long before the toppling of Saddam Hussein’s regime, the Kurds had been angling for independence.
Baghdad currently disputes KRG control over Iraq’s northern oilfields. Iraq considers a Kurdish declara-
tion of independence as part of a plot to dismember Iraq.

4-War between the UK & Argentina over Falkland Islands Oil Reserves

Any future war between the UK and Argentina could be over the Falklands Islands’ potential oil &
gas reserves. In 2010, the two countries fell out when the British began drilling for oil off the coast of
the Islands.

5-Tensions over the Disputed South China Sea’s Islands

The ongoing territorial disputes in the South China Sea are really about oil. China has been involved
in territorial disputes with Japan and Taiwan over the Senkaku islands, and with Vietnam over the Sprat-
ly islands off the coast of Vietnam.

Growing tensions between Japan and China over the Senkaku islands could escalate into armed con-
flict and could potentially bring the United States into it.

Conclusions

There is no doubt that oil is a leading cause of war. Between1941 and 2014, at least ten wars have
been fought over oil. At present, there are at least five major conflicts that could potentially flare up over
oil and gas resources in the next three decades. The most dangerous among them are a war over Iran’s
nuclear programme and a conflict between China and the United States that has the potential to escalate
to war over dwindling oil resources or over Taiwan or even over the disputed Islands in the South China
Sea claimed by both China and Japan with the U.S. coming to the defence of Japan.

As the two largest consumers of oil worldwide, the United States and China share common interests
in avoiding disruption to global energy supplies and ensuring political stability in key oil-producing
regions. Cooperation between the two oil titans on these issues could reduce the possibility of conflict.

However, as long as oil continues to hold central place in the global economy, oil wars will not be
far behind. This is the price humanity pays for their quest for the riches and power that oil represents.
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