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AbSTRACT

OIL AS A STRATEGIC WEAPON , by Captain ~a~ies L. M.cAuliffa , USAR , E3 pages.

In October 1973, the Organization of A;-ar~ ~ctrc1eum Exporting Countries
(GAPEC) curtailed oiri production and embarhoed oil shipments to chose
countries they perceived as ay~npathetjc to Israel——the United States,
Western Europe and Japan . In order to regair the. needed oil , the OAPEC

• demanded a cessation of aid and support to Israel and a more active
o~~t ing of cht A~ab cuu~e~ By the time the po1it~ca1 crisis had subsidei ,
.he majority of the iIAdustria1~ zed countries had not only censured Israel ,

ct~~t were active.y courting the Arab countries to insure security of their
futare oil supplies.

This was not tl~ first ti~a~ oil proth~cers tiad attempted to use oil as a
political or strategic weapon. Since the end of World War 11, there r.~ve
been at least t~ree previous, a heit unsuccessful, efforts to influence
other countries or inulti—uaticnai companie.; using either the threat or
the actual withholding of oil. This thesi-: examines the oil crises
situations of Iran in 1951, the Suez Canal in 1956, and the embargo of
1 C~~~7 , in addit~on to the more rc~cant oil crisis of 1973.

Tne primary diI~ erenu.t~ disco\c~~ad between the 1973 situation and previous

~.ri~ea were; 1. In 1973 , the Aran producers were able to act in concert
to reduce oil production and to embargo. -~~. They had a recognizable

• and mutually agreed upon objective. 3. The OAPEC had achieved a position
of economic strength by 1973 and could afford to reduce their Income from
oil without dat age to tneir economies . 4. The other oil producers not
participating ~n the 1973 curtailment and •~aba rgo could not make up the
oil shortfalls caused by the OAPEC ae .had • ccurred in past oil crises.

One of the major ;oio..s to come out of thi.; s tudy was that there were :wo
separate events occurring concurrently during the fall of 1973 and the
spring of 1974. The first was discussed c~ ove——the political actions by
the ‘me’~abers of the OAPEC. The second was economic——the great increase
j fl the price oi oil by the Organization of Petroleum Exporting Countries
(OPEC) . The OPEC had been trying since 1~ 5O to increase the price of oil
wl ’-h only moaei~ate success, until 1973. The OPEC representatives were
negotiating a ~~ic~ increase with the major oil companies in Vienna
without much success when the fourth Arab-Israeli war broke Out in October
1973. Shortly after the OAPEC annou~ced tT~e curtailments and embargo , the
OPEC aano u:~t~ d a c~tü~~ 1ir~; of tLe po~,ted prtce per barrel of o~~ and by
the ciac the pt 11ti~a1 Ct1sj~ baa ended , t~’Ie price of oil on the unrid
market was four times the Sep~.ember ]973 price.

The ~tud) c , a ~~-~des th~.t oil as a s~ r~ Legic weapcn is ef fec :~ ve ~~~i cc-erc i~~;
ot~~ r cou-ic~ ii: to do c~,~• ’ s ‘.i l~~. It wi1~ cont inue to be C ec~~~~vc so

~ong as ch~ ~~~I t i~~ i~~cd ~~~~~~~~ depend or~ oi l  imported frer ~ i r rep la cable
sources like th~ OAP~C memoers.
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In ~~~~~~ ~~~~~~~~~~ the A~ a~ o±1 p .~od.~cing countries stunned the

• • 1. -
~c~ic ~~ll; 1- i’ c~~~t ~~ iir~~ their oil j --oduction, quickly followed by t

~~~~~~~~~~~~ ~: ‘~ i~e~ , ~~~~ th~m by ~~~~~~~~~ petroleum from those countries

~~~-c 
~~~~i:t ~-a~~~ c~e ~cate sf Israel ~~ did not support the Arabs in

1
~~~~~~~ agais~~t Israel .

s at~~a:~ t was largel y a~n~d at the United States, Western

..~~~; ~~~~~~ .~~, t~~~ ~ c ~~~~~~~~~~~~~~ countries in the world , also

~~~~~~~~~~~ ~~~~~~~~ ~~~~~~~~~~ ~f • :: r~~~~~, These countries had been used

~~~~~~~~~~~~~~~~~~~~~~~~~~~ ~:i~ n:. :. •
~~~~ ~~~ ~~~~~~~~~~ t~ ey needed at relatively low

‘ C L ~~~? .~, ~ . 7 3  - ~~~~ . ~~~~~~~~~ ... ~~~ ~~~ of crude) and now were faced

• .: ~~~ s- -cr ~~~~~~
- 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
-
~~~~~~ of  ~~~ from the Arab oil producing countries.

~~~ ~~~~~~~~~~~~~~~ ~ar ~~~~~~~~ the price by January 1974 had

ri -~~,~ t~ •~~ ~~~~~ . - - ~~~ • • ~~~~~~~ be ~ween $11.50 and $16 per

of ~~~~~~~~~~ Th. - .~~~~~~ ; - i ~~ ~~~ of :he reduced production , price 

.~~.., d .~~~ ;:c j
~~’.. ~r , : :~~ t~mba rho ~as ansett ling to the economies of

~~e ~~~~. ~~~~~~~~ i~~~~~~~~~~~~~~s- . ~a the  Ur,~ t ± d  States , for example , “ the

- - , -~~~ . t~ c~~ ~ ~~ ~~~~~~ .~~~~~ - L  .t  t. ~L L;.~~~. p ~tro 1euin consumption . I ts

~~~~ .pd~~ & ~as $~~(~~
_
~ ~~~~~~ • , t i ~t~ GNT (Cross Nat~ on~ l

3
•i~~~~~~~, •~‘~~~ ‘~~ ~•f~~ ~~~~~~~~~ ~~~~ie ~~~~~~~~ .me mp loyed at i ts  peai~. ”

c~.- •;,~~~ w.~~ . . - t : ;-
~~~ ; rst time t~ e oil p roducers , ~ing 1y ov

rDt ~t -:, ,.j ..
~~~~> ,  ~~~~~~~~~~~~~~~~~~~~~ 

,.. .j - f .  c,,- , -~~ . - ~~~~ hast oil from ~~~
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I ~
I

~~~~~~~~~ 1~. a.. ~~~~~~~~~~~~~ ta ~~~ ... . .  ~~~~~~~~~ co~~~ r :es.  T~~ i~ rst

at t ’pt , ~~~~~~~~~~~~~ ~~~~ Wa: ~~~, ~~~~~ .. :: ,:. .~~~~~~ -
- t etr fa rt by Iran a f te r  she

r.acio;i~~ j zed t~
- . - ~~~~~~~~~~~~~~~ ~~~~~ - .‘-a ~~ (~ loC). Iranian oil ~as not

~~utd o~i tL ~~:i~i ~~~~~~~~ f.~ - ~~~~~ :~~.i~~~~~~~ ’ months in an attemp t to force

• c~~~:~ ~~~~~~~ ot • .~~~~~ ~~~~~~ ~-~:~~l I t a : ..t  CII L .  •~~ :.y. This failed . ~t~~ r

~~~~~~~~~~~ :adc ~~ ~~~~ by I~~ - -
~~ ’s ~~~~~~~~~~~~~~~~~~ t~.e Suez Canal and the destruc —

t~~ c. of ,.i~ ~~~~~~~~~~~~~~~~ in ~‘-,:a~~. Th.. ::.,.~ , the acti ons were more or less

~~~~~~~~~~~~~~~~~~ ~~~~~ ..: ~~~~~~~~~~~ - •  ~~~~~~ ~~ the 1948 borders and punish

::an,~e c~~~r~~ ~~~~~~~~~ fa . .  ~~~~~ .~~ rçt :d z~ cervention . This also

th~ l~ d. l~~ : ;u-~cz of l~~ ? ~at ~~~~~ concerted e f fo r t  by the Arab

I :~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~ ~~~ ~~~~~~~~~~~~~~~~~~~~ . .~~~~~~ it~~ieS perc eived as sympathetic

~ .i ~~~ ~~~~~~~~~~ c•~ f~~~. ~~~.:tt of f i c i a l ly  lasted about

~~~~~~~~~~~ ~~~~~~~~~~~~~ - ~~~~~~ 
,;~~o ~~~~~~ or~f’7 about a week in duration .

£~ ~~~~ - , ::~~i.~~ -e thes.~ ti- ~ee crises in more detail.

- 
- 

- ~~. .-~ ~~~~~~~~~~~ 
-..~~ ~~~ ,-

~~~~~ ~r depth in Chapter Three because

0: ~ :s 
~~~~

‘?-
~~~ ~~~~~~~~~~~~~~~~~~~~~~ ~~~~t .~~~~~ •~~~~~~~.., :r.~ :ri~ wor~~ . Chapte r f our

~~~ l~~~,: y  5: ~~~~~~~~~~~~ ~o -: :a-~ conclusions frol :  all four o the

f i  crI.~~s .  

~~~~~~~ ~i , ~t .  e lf t ive weapo n 10 forc . i o - ~~ r.c

~~~~~~~~ to • ~~~~~~~~~~~~~~~~~~~~ ~~-~~ ; ~~~ L ~~ f~ eet~~ve weapon in the ~~~~~
S

~ . e t L L . ~~~~~ ~~~~~~~~~~~~~~~ in t~~ 1 j / ~.s .  ~~~ s~~: c ~j a i of ~~~

0 ....., i.. .. . . . . . ..~~. I .~~~ i,~ t....t. ~ . L I  :eo,~1e ::~:~ire , :.rc~~~~ :~e~ ~~~s

L ~~ - 
~~~~~~ :~i~ 

~ .~~~~suf c~.ent c ) 1t~~i
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-~~-~~-~~-“~~~~ I.SaI I~ C ~~~~~~ .~:.-, : : :l,

Ta~ a:~~r~;i~~h I ~~~~~~ ~o I - . ~~~~ 5~:u dy was to su rvey l~~ erat~~ .~

etibarge-. ana b ’ c s , :~~l c:~ ise~ :.ca Incc-rnat ional pol::ics ,

~~~~~~~ ~~~~~~~~~ ~~~~~~ ~~~ . ~~ . . .  ~~~~~~~~~~~~ 
- ~~~~~~ ~~~~irent study projects under--

~.c th~ v .:.~~~ ~~j !~~~~~s~~.’ ~~~~~~~~~~~~~~~~~ ~,e. ,  the ZJ .S .  Army War College ’s

.~ i~~~i :ate fc~t S~ ra~ eg~c S::~ -. , a ~~, ~
- :.: .~~~vers~ ty ,  and the Army ’s

~~~~~~~~~~~ - I d  and Ge.~eral taff C~~~~~~~. A :~~~~~~ I I ~~ of the bibliographies of

~ :is l:ci -:~~t~ r~ revealed oi -;:y othar ~~~ ~~~ ~ of information , particularly in

Lila L J S . i I 1C . ~~1~~ c~~:::,;t. du::~~i~ those c:ise ; studied . I referred to the
F 

— _______ / s ~‘u t  ~t ~arcn phase for the 1951, 1956 ,

~~ di  rii.’.~ .~~ ‘~~~~~~:i . ~~~~ ~~~~~~~ events bearing on the crisis

f~~ ~~~~~~~~~~~~~ ~ ~.: eaat1at~ I ,~.f~-~~ at ic n . I found that I did

.~~~I t  ~~~~~ alIL.~~. ~~ ~~~~~~~~ L~~~~~~ O ~e?C~.~ s a~ a t~~ a5c-,1 that some of the authors

c.~~Q o:r1a 5 .. ~~ d ~~ I i a L -~1y af ~ er ~- i :~~ ~vert~ s studied ; however , in those

:r.~ ~~~~~ a ~~~~~~~~~~~ :s~~i .~a . t  ~ereiy icaitional substantia—

~& ‘ , i~ ~~~c - -~ ~~~~ ~~~~~~~~~~~~~~ ~~~~~~~~~ ~~~~~~ .e ,~~rts ir~ otc,e; sources that I

.~ -o :  ~~~~ t~~~c ~~~~~~~ ai~~ ~~~~ ~~~~~~~~~ ci -. :~-Ie 197~ er~oar~~ , surveyed

- ~~~~ ~~~~~~ ~- 1 c~~ c :~~~ ~~~~~~~~~ ~~. . : o~~ ~~
-. ~-i : :r ~~, lr u st r I r~ i i : eo cat~~or,~ as

:c~-~;~ ;.. c  ~~~~~ ~~ :~~a .~~~~..; :t . ~~~~ ~~~~~~ tr . .~ Arab c , ~ cic~ pr ior to , ~~~~~~

-.~~~~~.... ~: ~~~~~~ S ~ ~~~~~~~~ or ~~~

~~‘ 1 . - _ L . , ~~~~ I i . . ,  - ‘-- Y -“ ~~ 
. 

~~~~ 
_ ,  Li ,:. :, I : . 0 :~~~~ ci~, n t r ~ es , ar,c ~rF~! 

,— ‘ - ~~- • i~
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effectiveness of the oil weapon. By examining the amount of oil Imported

by the United States prior to October 1973 and then subsequent increase

• or decrease in import quantities, I can ma ;e a reasonable determination

concerning the vulnerability of the United States to a renewal of the oil

embargo. In ac dition, by reviewing the Un ited States government’s pro—

jections of the United States becoming self—sufficient in petroleum, I

can then estimate the general time when tFa oil embargo ceases to be

effective, at least as far as the United S tates is concerned. The ques—

tion of Western Europe and Japan will be c overed In a later chapter.
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CHAPTER 2

• THRE E CRISES

The Iranian Oil Disp~ite — 1951

In 1949, the Iranian government ant the Anglo—Iranian Oil Company

(Ab C) of which the government of the Uni t ~c Kingdom was the majority

stockholder, began negotiations to modify the 1933 oil agreement which

was the basis for Iran’s oil industry.’ Modifications of this agreement

F were necessary to correct some of the imba ances perceived by the Iranian

government due to the change in the world )olitical and economic situa-

tion after World War II. The major proposed changes were: increased

royalties, increased taxes paid by A b C  tc Iran, a guaranteed payment of

~~4 million in. dividends, and additional mc ales to be used at governmental

discretion in the amount of~~
’45 million.2

( The p1~n was for the Iranian govezonent to submit the new agree—
3

ment to the Ma lis for ratification, but .,efore it was submitted , the

national eiect:ons resulted in a new Maj ila  and the proposed agreement

was expected tc. meet with considerable opr sition from the nationalistic

members. Therefore, in January 1950, the government suggested the proposed

• new agreement he examined by a committee çrior to being considered by the

Majl is. Doctol Muhammed Moasadegh was aplointed chairman of the oil

committee. After studying the agreement ~or most of the year , the committee

reported to the Majlis ia .TJ000.,Lt. r that t i  agreement did not safeguare

the interests f Iran and , at the ei’~d of I nc  year,the iranian government

ThiS ?A(~rI IS BEST QUALITY FF.ACII AB~~
GO~~ P ~1~HgD TO 
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,
~~~~~~~~
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withdrew from tae agreement. The Majlis c.-~arged the oil committee ~~~~

the responsibility of recommending a course of action in regard to the

AXOC oil situation.

While tIe oil committee was develo4ng its strategy the AIOC of fe rec .

the Iranian government a compact simIla r t .~ that which Saudi Arabia had

just received f torn the Arabian American 0i~. Company (ARANCO) —— which
called for a 50—50 sharing of the profits, and an immediate cash payment

to Iran to help in her current financial difficulties.4 However , the

offer was considered by the government as . eing too little too late, for

In February 1951, Dr. Mossadegh proposed t -~’ the committee that it reconi—

moot to the Maj iis that Iran nat ionalize h~r oil industry. The committee

then queried Premier Razmara if such a soi Ltion were feasible. On 3

March, the Prem ier told the committee that if Iran nationalized the oil

industry, she stood to lose “heavily in fo?e~.gn exchange income and

foreign prestig.~.
”5 Four days later, he was assassinated by a religious

extremist of the Fadayan sian (those who -sacrifice themselves for Islam).

The following c~ y, 8-~March , the nationallz ttion resolution was approved

cha cli conm.~ ttee and referred to zh~ ~~j1is. Within two weeks, both

tr .e a~ lis and che Senate had approved :h~ bill of nationalization, which

read: “For thc happiness and prosperity ci che Iranian nation and for

tn~e purpose of securing world peace, s.c i.~ hereby resolved that the oil

industry throughout all parts of the count:y, without exception, be

nationalized, tn.at is to say, all o~eratioas of exploration, extraction

and exp1oitat:cr~ sr~ai1 be carricd out by ra e Government. ”6

The Br. :ish government rc-acteo by sending a formal note to the

Iranian govern~.’ent prot~~.tin~ o n - f a~~~crnp t at nationalization.. It reminded

ri~is PAGE IS BES T QUALITY FRA-C1’ICABL~
~~ OIM C~IPY FIJR~NISk1E,D TO DD,Q _.—
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the Iranians that “the AIOC had a f i rm agreement with the government

of Iran (1933) valid until 1993, arid any ur.ilateral termination of such

an agreement was Illegal per se.”7 The Br~tish note went on to cite four

specific reasons against expropriation or flationalization of AIOC and its

property: “(1) Iran did not have enough aoney to compensate the British

company for expropriating its assets, (2) Iran did not have enough money

to run the operations, (3) Iran did not have enough trained personnel to

work in the operations, and , (4) Iran did not have the world—wide sales

organizations and tanker fleets needed for the distribution of oil and

oil products.”~

The Sha’s of Iran appointed two suc:eeding men as Prime Minister in

March 1951 before aubm ...ttthg to pressure from the Majlis to appoint

Dr. Mossadegh. Soon a± t e  Mossadegh took .ffice, he began the process of

nationalization mandated by the Parliament. The British retaliated by

• severing dip1om~itic ties with Iran and req..esting in June 1951, a hearing

— 
on the issue by the International Court of Justice. Prime Minister

Moasadegh took the Iranian case to the Secor ;.ty Council of the United

Nations in Octooer 1951. The Security Cou.,cil ruled that it would post—

pone the hearing until after the Internatior.al Court had rendered en

opinion.

• MeanwhLe, the AIOC employees w~r~ being pressured by the oil coni—

mittee to remai~. on the job and coot~.Oue ~~. ir~ in~, for  the newly—formed

Iranian National Oil Company. At tn~e sanc time , the A b C  itself was trying

to convince th~ a to resign en masse to pro ~est the nationalization. The

Premier wrote to United States President ~.‘.unar~ that “any stoppage in the

flow of oil wot.ld be as a result of the Co~ pany ’s (AIOC) taccics, and he

TRIS PAGE I-S BEST QUALITY PBACILCAI14
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warned: ‘In such an eventuality responsibIlity for the grave and undes~ rahI

consequences which might follow will natur~ liy lie upon the shoulders of

the former oil company authorities.”9

The Alec informed the Iranian government in. July 1951 that since it

(the government) refused to accept modified endorsements from the captains of

the tanker ships for receipt of the oil, toe company was withdrawing the

snips, shutting down the refinery at Abada~i (the largest oil refinery in

the world) and evacuating its personnel. The conclusion would be loss of

revenue to Iran and widespread unemploymes.: resulting “solely from the

present attitude of the Iranian government .”0

At the time of nationalization, the Iranian oilfields produced

about 700,000 barrels a day which was about seven per cent of the Free

World ’s petroleum output.11 It constituted more than one—third of the

Middle East production and more than twentj — five percent of the refined

products outside of the Western Hem1sphere .~
2 After withdrawal of the

foreign. personnel of the AIOC, the cru~c ç cocuction fell to less than

four per cent f the previous year’s love:., or about 30 ,000 barrels a day ,

and production at the refinery dropped to about five per cent of the output

of 1~5O.
13 Tbs.s decrease in Iranian proth :tion did not have as adverse

an impact on world-- oil levels aS had been ?reviously thought mal-aly

because Middle East production outside Ir: rose steadily by about forty—

three per cent ~n. 1951 ana by more than fifty per cent by 1953.
14 The

Lr iIt~ ci States, in addition to xncre~s1n~ tne output of refined products

(forty—seven p~.r cent o tr.e ~~~~~~ .iutho : ized in June 1951, eighteen U .S.

~ii companies z.o “pool c~.e~ c t ~~urc~~ tn ~.ic friendly foreign nations who

may ~e cut off iron ran~~~ O i A. ~~~~~~~
” Thest measures, coupled with the
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~~~~~~~~~~~ -~~~ --- h--— ~~~~~~~~~~~~~ —- --- ~~~~~~~~~~

•. 
~~~~~ . ~~~~~~~~~~~~~~~~~~~~ —



- —• - -—-•- 
~~~~~~~~~~~~~~~~ 

-: ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ - - - 
- - ...-—.~ -•• —~ -- •-- •-~~~--

9

expanded refining capacity in Western Europe , served to eliminate any

long term hardsnip caused by the Iranian o .1 crisis. In fact, Shoshana

Kiebanoff reports in his book , Middle East Oil and U.S.  Foreign ?olicy,

“The ,ffect [su plementing the oil shortag.:s to Europe) was so successfully

carried out that imports of refined produc.s (in Europe) were actually

reduced and exports increased.”16

In 1953 , after a coup d’etat again.st the government of Prime

Minister Mossadcgh, the new regime reopened negotiations on the problems

with the A b C , chiefly that of agreeing on compensation due the AIOC resulting

from the nation. lization of the company ant. expropriation of its assets

by the National Iranian Oil Company. tran~ not having sold petroleum on

the world market for over two years, had i.ttle capital. The negotiations

were finally resolved by the formation of .~n international consortium of

all the major o:l companies operating in the Persian Gulf area to replace

the A b C  as Iran ’s producer. Each of the :‘articipants paid fixed amounts

for their respe~tive shares, totalling abo~ t $500 million, the figure

AIOC had claimed as compensation.17 A1tho~ gh the dispute had ended and

tota Iran and Great Britain resumed ~~~iora. ~~c relations, it was not

ur .tii 30 October 1954 that Iranian oil was agdin f loving.18

Even though many countries’ were mn. onvenienced by the dispute and

resulting oil s~.oppage, Iran suffered grea.1y. Deputy Prtmier Hessamodine

Dowlatabadi rep rted in late September 191 that the dispute had, in a

littlo over thirty months, already cost •~-c’. at least $200 million in oil

revenues and i~~ t AIOC in debt of almost ~i9 million. (increasing at $1.25

million monthly). He further s.ated m a r  .~~C—40 million in spare parts

THIS PAGE IS BEST QUALITY PRACT CA.~LE
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and at least 600 technicians would be required to restore the Abadan oil

refinery to full operational capacity.~
9

The Suez Crisis — 1956

The Suez Canal links the Mediterra~tean Sea with the Red Sea and

— the oil—rich regions of the I~ersian. Gulf. It was built by the Suez

Canal Company , a private enterprise backed with capital investments from

France , Egyp t and other European sources. Construction was begun in 1859

ano completed in 1869 . The Egyptians held for ty—four per cent of the stock ,

Ferdinand de Lesseps , founder of the Canal Company, held ten per cent, and

the rest was the hands of the other bac ers. In 1875 , the British govern—

-oent purchased Egypt ’s shares, and in 1882 , occupied Egypt and took control

of ~~e Canal w~ich Britain retained in one form or another until after

~or id War II.~~ In October 1954, after several years of negotiation,

Great Britain finally agreed to remove all British troops from Egypt

~~~~~ 
twenty nonths .

The cr~ sis began on 26 July 1956 ~~en President Nasser nationalized

the Canal in retaliation for  the wIthdrawa .~. by the United States , Great

~r~ -rai-a , and W~tid Bank of their promises 1 financial support to Egypt ’s

Oj~~~a~~t Anwan. Dam project.
2
~ (The Soviet Union also withdrew its offer

at ~iout the same time, although she ia:e: provided assistance.) He

promised complete compensation to all of t ~e former owners if all assets

~,f the Sue z Car ai Company were surrenderec to Egypt.  France and Great

d : c~ in responced hy not only reezing th~ Canal Company ’s assets, but

tho~ e of Egypt as well.

- . •— - - .~~~~~ • - - - - —  •~~~~~~~-~~ -- ~~~- - - - • -~~
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The issue was brought to the Unite Nations for resolution and ~~~~~~

warned that any intervention would bring OuOUt rho closing of the Canal.”2~

Closure of the Canal was the action that h d  concerned the Western European

countries since nationalization took place , Europe , particularly Great

Britain and France, depended heavily on’~oi. from the Middle East producers

which passed thr ~ough the Canal , as well as for free access for their ships

of commerce. E ;ypt had already violated the Constantinople Convention of

1888, which guarantees free and open passage to all vessels, cotmuercial or

warship, in peace or war, regardless of nationality, by denying passage

to ships flying the Israeli flag or travel .ng to or from the State of

Israel.25 Nego.~.ations concerning couipens tion to the former owners, the

safeguarding of international interests in the Canal, and the composition

of the Canal ’s l oard of managers, had fai1~id in late su~~er and discussions

in toe Unitee ~ac~ons Security Council wer..~ of no avail.
24 The issues

were deaclockec .

On 29 C :tober , laroel broke the 7o.i tical  impasse by invading the

Sinai Peninsula for the stated purpose of :liminating “the Egyptian

fedayeen (co-~~~~~do squada) based in the S~~ ai Peninsula. ”25 Twenty—four

hours after th~ l~ raeii paratroopers larAe ir. the Mitla Pass , about

toirty milea i~ao :~-~o eL a-~ a , .:. -
~~~ ~~-i~

- .s: and French issued a joint

Lltim4cum ~~~~~~~~~~~ oa c.i Israel anc ~~y~:.: to cease fire and “to with—

a~aw t~~ n11e~ :on cha east anc west ~~~~~~ respectively, of the Suez

-~~ ..a .~r.c ~~~~~ a:1t~~~;~ ~~ -a i~~~:~c~ oo~~ to ~~taal~ sh themselves along

° I~ :~~ l C~~.y~~i :~i , r o~ go ~~ forces had not yet reached

~~~ Lur~~. dfy~~. re~~~~tLo ~.e ~~~~~~~~~~~ ~~~~~~~ ~~~~~ About twelve tr~

t~~~ t terminat~ o -.~ at t~.o ~~~~~~~~~~~~~~~~~~~~~~~~~ ~rono.~ .s~c 3ritisn aircr.~.ft begac
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bombing airfields in lL~ yp t ’s Delta and ir~ the Canal Zone . President

Nasser , in retaliation , “ordered the c l~~ c .o~. of the canal : this was
27

achieved by sinking 47 ships tilled wit~ rncrete. ”

On 3 November, the Syrians blew u; the Iraqi and Saudi Arabian

pumping station of the pipeline passing t~-.rough Syria in reprisal for the

attack on Egypt by Israel, Great Britain, and Prance. French and British

troops began arriving in Egypt on 5 Noveoher, but United Nations inter-

vention as well as strong protests from both the United States and the

~c~viet Union forced britain and Prance to start planning the withdrawal

of their forces.

c.ibat c~d the closure of the Suez ~anal and the destruction of the

pipelines in Syria mean to the United States and to Western Europe’s oil

supply?

In 1956 , the United States imported very little petroleum from the

Maccu e East countries. Not only was the Uflited States virtually self—

sufficient in oil, it had a reserve produc :ion capacity estimated at about

2.2 -oillic-n barrels per day .28 Thus, the Suez Crisis would not directly

alfect the United ~rates. However, the U.S. government postulated that

the cacuricy o~ the Western World cependec on minimizing the reduction

i-a the amoun t of oIl shipped to Western Europe. “In the United States,

shortly after ~~e ~a~ser action nat n~ 1-~z~ng the Canal, the Foreign

Petroleum Supp ly Committee O f f l t e  of Def c ise Mobilization , Department

of the InterIor~ was requested by the Sect atary of the Interior to prepare

a ~ul~.n of actit -~ fo r su~~ l yin~; ~este rn ~ui. pc in the event of ‘the loss

or ~c -
~~~-t c’~ ccc r~~cu~~ East ~~~~~~~~~~~~~~~~~~ the stoppage of the Suez Canal ,

or ~~~~~~~~ G:~ ~tu~usc 10, the cot~~u t r ~~ approved a plan which estahlis~ec

- ~~~~~- -~~~~~~~~~-- -  - - - - - . . - - -  --— -~~~ -- - ~~-- — -- - -  - -
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the Middle East Emergency Committee O’~ EC) composed of government officials

and representatives of fifteen U.S. o~l cot~panies engaged in foreign

petroleum operations.30 The purpose of ch~- MEEC was to execute the

Foreign Petroleum Supply Committee’s plan ~f action; initially, by

gathering data concerning petroleum reserves and available transporters,

and subsequenti; in conjunction with Europ.-- ‘S Petroleum Industry Emergency

Group , by “preparing schedules of actions :0 be taken to prevent shortages

resulting from aisturbances in the Mic.dle ~ast.”
3
~

Two—thirds of the petroleum needed by Europe normally passed through

the Suez Canal and the Middle East pipelin s. This amounted to about 2.2

million barrels per day and of that, 1.5 r.. Ilion barrels vent through the

Canal ana about 700,000 went through the p ?elines.32 The realities of the

situation called for insuring supplies to ~urope to meet their entire

daily requirement of 3.25 million barrels —— the Middle East’s portion in

ac.dition to the normal flow from other areas, notably, the Western Remis—

phere. With th-~ closure of the Canal, the of 1. tankers had to travel to

:uropean ports around Africa by way of t~~ Cap e nf Good Rope which added about

.~ ..xty per cent to rb.~ a~~~~pir~ costs.~
3 A :~dicionally, with barely enough

t.~.okc r capac~ zy to oce: pre—Suoz clo~ ure d.~mands, the added 7,000 mile

~ourr c’J (rounc r -
~.?) .~~~~~ . tr.~. L.~.t ra two we~ .:o involved seriously taxed the

ability to aa-~: ly duro~~~’~ uail~ needs wi~~ Middle East petroleum.
34

Al t e r  ;~ .e ~~~~~~ ~~~~~~~ o~l Lh~ ~~~ c~~~~ire , the amount of oil

arr~vir.g in Eu ;ope w~~ ~~~~~ ~o~- cv-~ L:.~~-~~- teat of tha t normally coming

through the Ca al . Most of the oil ~rort ~ t~- Middle East enroute to

ccc a-ce~~ Jn~ ted ~~~~~~~~~~ iei -c~~~. t o ~uropean ports to help with - the

~ 

~~~
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shortfall.35 Production ic the \~e~ tern hemisphere was increased by

seven to ten per cent; f i rs t , to make up ;or internal consumption that

amount of oil from the Middle East d fv er tcz ~ to Eu rope , and secondly,  to

add both crude oil and refined products to meet Europe ’s needs.36 The

average shipment from the United States was about 475 ,000 barrels a day

throughout the crisis .37

In January 1957, Egypt ’s Suez Canal Authority began to clear the

Canal of the sunken vessels as a prelude to reopening the Canal. It

finally required loans from ten countries , amounting to about $85 million

and about four aonths to effectively clear the Canal for traffic. On

~ April , normal operations were resumed , c..heit with a three per cent

surcharge on the toll to help repay the iO~~~n S.
38 By April 1958, the

negotiations bc:ween Egypt and the former -~tockho1ders in the Suez Canal

Company were finally settled and compensat .on was made for the losses

sustained in nationalizing the Suez Canal.

Syria a~loved representatives of tL~~C pipeline company to begin

repairs of the damaged pumping station in larch 1957. The estimated

reconstruction time was ten months to a year to be fully operational, with

less than capacity being transported cc:. interim. However, expanded

P1?(~1ice construction previously under con -~ideration by the Iraq Petroleum

Compa.-.y was rerouted due to the po~ i :ucci •ituation in Syria.4~

The ove:ail effects of ~cc Suez ~ ~ckage on Europe were less than

ori~iO.~~iy leau~~ due to zce r~~-ul ~.-. u L  t~ alternative sources of

petroleum, the ~-elativ .~ly nile wic~~~- ot .~ 5~—57 , and European conserva—

t~on a.asure~ . Total ~~~~~~~~~ cl ~ce cul and petroleum products to

fell by caly c~~ t~c ~‘L.r ~~-c~ ~
- - ‘.-

~~~~ tdc e.-.tire five month crisis 

—-- -~~~---~~~~~~~~~~~~ --~~~ - -~~~~~~
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period , November 1956 to March 1957; ic N ove -~~~r , the flow was t~~~:
-
~t ~er

cent below normal, and in March I- was foi:~ per cent below normal. 4
~ The

latter figure was well within the European countries’ capacity to absorb

due to the elimination of non—essential ex~enaiture of oil and government—

backed conservation measures.42

The effects of the Suez crisis on the Middle East countries was more

pronounced. Iraç ’s northern o~ifields of Kirkuk were effectively cut off

from the transloading port in Lebanon, c~u.~.ing Iraq to lose about thirty—

seven per cent of her oil revenues in l~5ó—57, amounting to over $700,000

a day. Syria and Lebanon lost income from the same transloading problem

affecting Iraq, Syria lost about $5C , 30C ~ - r day, and Lebanon almost

$6,000 day.43 Saudi Arabia’s production cropped from 1.05 million

o~rrc..s co abo~.. 733,OC.O barrels a Ga:,. J~-rdar~, by siding with the other

Ar~b countries , lost ccr ~cr.u~il suhsi~.:, c~ ~3o , 3C3 from Great britain.”44

The ~‘.~s:~ rc ~‘orlo ~~ .~ ccc :~~it Lr 6ency it could work together

a.
~
t ~~t icu -ce to r ~id~ le ~aat  sources ol Therefore , the Arab oil

?:ccut~e:~ G~~~ C c.~: possess the power tc~ t ‘.~s previously feared by the

..1- C t ~~~~ 1~~ O~

After :~e ~-~.ez cri.~is, :~ e ~est~:-. -~~r~ o realized the weakest link

in the petroleum cha ir~ wa~ tror.:~portet_ cc.~~ To overcome this problem,

of the countries , ~~~:ic~~lur l y -t .:Gst ~f ~estern Europe . bega n to

:erger ac~ ~~~~cr  oi~ tat.~~~t~~. The ~za naard sized tai~ker (t~~~) prior

cc 1~~) 5 ( -  W~~:6 ~~ ~~ l6 ,~~OC~ G G  C1 L t. ~~~:G:~~ S ~-~ :h a capacity oi about ioo ,~o~:

c~.rrel~ o .  oil , act ~~e ~ui ~~~ me s1zo and ~~~aci~~ ol a

,
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At the end of 19à6 , there were severel 3CI ,C~~O deadweight ton tankers

with capacities of about 2 million barr~ 1c each , on the seas . ~y 19 7 4 ,

the largest tanker afloat  had a capacity 01 almost 3.5 million barrels .~~
8

This trend toward larger carrier ccpacity was largely one of

economics. The larger ships required about the same number of crew

members , were generally faster , and used less fuel per barrel in transit

and resulted in less cost per barrel .49 If the 1956 crisis was largely

a transport crisis, the next crisis was not going to be. “There were

62.7 xujlJ,.ion de~dweight tons of tankers in service last year (19661 as

against 28.6 mi~lion in 1956..

On 4 an~ 5 June 1967, eleven of thL Arab oil countries
51 

met. in

Saghdad to discuss the withholding of oil “for any country backing ag-

gression against an Arab state.”52 The participants, on 5 June , “...
unanimously dec ided to ‘suspend the flow ~f Arab oil, to prevent it from

reaching directly or indirectly, any state which committed or supported an

aggression a6ai- ..t the sovereignty . territ ry, or territorial waters of

- , fl53any ~~~~~~~~~ state

I~rael 1aunched a preemptive attac . on Egyptian forces moving to

c~~ ~~y?ti~~~/I~~.
-- celi border on 5 lua~ 1967 . anc for the third time in

twenty years , t..e Middle East was the site of another Arab—Israeli conflict.

A: about 6:30 the morning of 6 June, Radio Cairo relayed a state—

meat fro m the U-IA High Coumiand w h ic . SG~~~ Q “ccc US and Britain are taking

part in the lsm~ li ab re~~~ion ic~~~;c: ta - oporccior .s are concerned.

L ‘ C C : .  t u l y provt..  th .-tt .me ~citish ccc U.S. aircraft carriers

are carrying out wide ~c~ le activitios Sm - . lying Israel.”
54 The report

wLt t  or. to _~~~ acme ~~~~~~~~~ ac~ s U:, tce ~~sc and Ur.~~tc~. States 

~~~~~~~~~~~~~~~ - -.-~~~~~~ -



act ~~ c~~r i~. me .~ :rcic~~, tb~ TAR h~ a In formed the other Ar ab -

~~~~~~~~~~ cI t~
-
~ ‘

~~~1lmry ~~tcc~rcr.L1cc ’. Az l :OO ~.m., the TAR ~~~~~

‘tr~~ cd ~ a cier:et2 ci ~he c1 - :~~ ng of the Suez ( anal because of the interven-

t: -n of chc ~c~ ted Statm cad ar i t ish ~;c’.r e r m er : c s.  The I~rab oil producers

t~~fd1e East ms:~m-fad to the allegeh intervention by ceasing

)c acc t1Jn~ t~ tmin~ ~-c luac ships, and s c z ~ -~~ down pipelines. Algeria

f : e ze th~ as~ c-~~:- of Ai:eric.m and British ccmpanies. Saudi Arabia an—

-.~~ rm to ~upporters of Israel would be cut off, without

t~~~-’ing which countries would be pr iv~~~; but later, after riots

~~~~~~~ ::ct-ian -
~m~ 

1
~al c-~mpan5- (AA ~k1) employees, Saudi Arabia

- .c~~ :ced the ce cur. of all expor.s.

~y 13 Jm~ , Saec~. Arab~ a a l o wed A - T ’~C~ to resume operations but

z~~ ~let~ - f~ c-c. the ~~~~~~~ p - : reccsers , tar:ker captains , and A~~ MCO

~~~~~~~~~~~~~~~ :C~~~ I - ~.
-.:~ c~~i not rea~ n the ho~’c -tte~ countries, specifically,

- ~~~~ Sta t~ s ccc f~:~c.: ~~~~~~~~ Xuw~ t resumed production operations 

-
~~~ ~~~~ to bo-~-cctt cc~ -t~ b-~und ~~r Tri t eci  States

- - p o r t . - . c 11 June , ~a; resunc- -~ n~ ing oil but nscnccined the

~~tO . c t t~~~~t~ ~~~~~~~~~~~~ C:. D J,~~y, 
- 

:es ~~ed ot~ ?:oducticn ,

sc~ ~~~~~~~~~~~~ r L- c.~tc:. ny cr~ uz~-? tact act acm on 011 ex;OrtS to 

~nas  hah no effect at all, .~~oac ~~~~~ SC C t f l  ~ U t C T C  has been

to ~~~~~~~~~ It oil rr  u~ renent~ ::cm ot n -r Arab

Ic the oited $~tntes on 13 June , a wi-~:k aft er the opcnir :~ of

it ~c~; ~ ~ne Sic:i~~, the ~-~i~.d1e Tast -n ~~a~~ecc Co nn~it:~ e ~~ T-~C) me t

cc ti~~’:~~~:. a at - - a [lar to a pIca put into etfect : r ~~’.~

the Sue z cr~ ’-~~ :~~
-
~ 195 .. B~ t hy 16 Au~~ 5t , the wor ld o~ I sit uation was

: r - . - .c~ c. ~. ~~~~~~~~ ~~s~ cct Sc crct.r v ‘ r ae  ~~: a i : i -: L  . - . Io r c~c ~c ’ r c
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said that since the Free W~r~ d supply of oil was equal to the demand ,

there would be no reason for the United States to make emergency oil

shipments to Western Europe .56

At the Khartoum Summi t Conference of 1 September, the Arab Foreign

frfi~isters decided officially to terminate the oil boycott of 
the West in

spite of opposition from Iraq, who wanted to extend the boycott for three

more months, then cut back on production. The summit conferees came to

the conclusion that Arab oil had more effec tive power as a positive force

for the Arabs, that is, a resource to be used in strengthening their

economi es , rather than to damage them by withholding oii.~~

Why did the attempted boycott not succeed? Fuad Itayim , in

writing for the International Institute for Strategic Studies, discusses

several reasons for the failure. Among the reasons he cites are: the

lack of sufficient capital reserves on the part of the Arab states to

weather the embargo ; economic and ideological differences between the various

Arab states precluded them from working together as a coalitiot.; one of

the chief targets of the boycott was virtually self—sufficient in terms

of the Western Hemispheric oil; the oil companies made up the shortfall

cf all to the embargoed countries; the lack of a common interpretation

of the coverage of the boycott; and , lastly, with no quota ceilings

imposed on production, no actual shortage was created.58 In fac t, ac-

cording to a report in Newsweek magazine, 26 June 1967, production in

Algeria and Iran during the abortive boycott amounted to nearly 8.6

million barrels a day, supplying about seventy—five per cent of the normal

12 million barrels produced daily prior to the boycott. This amount of

~ 
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oil together with the two months of stocks on hand in Europe made up the

difference and “the crisis stage remained far in the distance.”59

Although the Iranian oil crisis of 1951—3 was not solely a problem

of the producer country withholding oil from the world market (some of the

oil companies apparently refused to trade in Iranian oil under threat

by the AIOC of law suits stemming from the legal question of ownership),

I included it for several reasons: first, it serves to illustrate that

although Iran then supplied about 7 per cent of the Free World ’s crude

oil and a large portion of the refined products, the amount of Iran’s

supplies to the world petroleum market were substitutable——by this, I

mean that the other producers were able to build up production and refining

to cover the shortfall. Second, and most notably, Iran was included

because it was the first country to nationalize its oil industry and

form its own company, the National Iranian Oil Company (Nb C) . As Edith

Penrose said, trie NIOC was “thervery first of the national oil companies

in the major crude—oil exporting countries , and anticipating by nearly

10 years any other such company in the Middle East.”6° Further, the NIOC

provided a model for other oil exporting countries and led the way in

negotiating new oil agreements with the tm..itinational oil companies.

Again, in the words of Ms. Penrose, “... Iran ’s lead has had an important
influence on the evOlution of policies el~ ewhere in the Middle East, and

in a variety of ways has set the pace of development.”6’
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CHAPTER 3

OIL EMBARGO 1973

Prologue

“... Nationa l interest in energy issues is not of recent vintage.

f a t  at least the last 75 years , four basic objectives have vied for

pr i o r i ty  in the formulation of [United States] energy policy .”1 The four

~~~ a. acquisition of sufficient energy ~upplies to fuel the economy ;

b. insurance of the uninterrupted flow of these supplies; c. equitable

~ctribution of energy costs and benefits between producers and consumers:

cud a. reduction ot the detrimental environ.mental impact of the production,

rr.~r,s~iortation , and use of these supplies.

Prior to 1950, the United States e,~ported oil to Western Europe.

iur~~.~ the l95O~- , low cost oil from the Middle East forced most of the

~i~-f~et priced Uflited States oil out of the ~uropean market. In addition ,

fniL States also imported small  quantities of oil, although mostly

f:~a. -3acáciian and Carrfbbean sources which were closer and therefore ,

rc1~~:i’-/ai y more secure than the Midcle East oilfields. In order to

tao ca~~-::ic oil ~chu stry as well s trying to keep the Uni ted

~~~~ dependence ar~ in r c ed oil to a min .mum , the governmenc adopted

Tra ~ e Agreer~ents Act of 1958 , which in : tituted a mandatory system of

- . 2
•3ot .. r - - oil .

Thc p-r .~c .ction of domestic all  i n ~he United States reached a peak

in 1970 of 9.6 ~~~~~c.c ba ruc i s  pet ~.j and began to steadily decline.

(f;. ll75, crc: all - . rica ~~~~ to ~.2 million barrels per day.)
3

_
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At th~ same ti-ue , a—~
- L r , internal Ai~erican demand for oil aru oil

a~.:ducts continued to increase at about st i&~n per cent per year . 4 The

s~ 1 u ~ oc~ to the reduced produ ction and i~ creasing demand problem was to

~apc-rt oil to i~take up tri e differ , . :cc , whi:a is wha t the United States did .
t ;- ad l l  1968 , the United Sc~~ e~. pt o du:t.~ 80 percent of its own [oil] con—

~~~~- . ion; thereafter , w~ tl~ c~ ..~~~~~tion began to Increase... Additional

;.d  demand -~ tz ;  cceated ~ dec lining United States production , ... and
:.~c.~~r~al American d emand , waich continued to grow at about seven per

:eaL per yaar .’5  Between 1970 and 1973 , United States consumption of

r~~~~i~ n oil increased at an annual raae of 30 percent, from 3.4 million

~:.tu~~.s a day to 6.2 million barrels per day .
6 This increased demand

f~~ external oil by the United States served to strengthen the oil

~~ug countries’ position vis—a—vis the international oil market.

(2E~.

lr~: oi l producing countries in the late l95Os reaLized that in order

ic’ I - c effattive in ~eali~~ with the oi l cc~spanies, they had to organize and

a~ a cohesive urai t rather than as individual producer countries.

La ~):3temr):r 95~ , t~a~ Organization of Petrole~ n. i xpo rt~ ng Countr ies  (OPEC)

was estJ~oii~hL. to att~m~t to reinstate t~ a price of 011 tha t had just

:~~~J:Lou .~ly been reduced by the oil compani es by ten to fifteen percent.

~~is action ~~: t~~k~ n by ~he companies unilaterally in an attelzp t to

c.ff: ,ct tho sur , 1w of oil on the world market.

The ct ~~~~~ ~LC :at -al:er~~ were : Iran , Iraq , Kuwait, Saudi

a~: V~ ~~~~~~~~~~~~~~~~~~ 
p~~, a l y  ~a1rt~- by Qatar (1961) LIbya and

L.~ c~- -~rc ~~~~r - ~ j ,  ~.ba : r~~c.~ (~~~ 2), ~~i~~ez : .~ and Nigeria (1972), and

(l~~~~) .  i, ~~~~~~~~~~ ~~~ ~~~~~~ in ~~~
, 3 as a non—voting ai~sociate 

~~~~~- .~~~~~ ----~~~~~~- - -~~~~ 
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ .~~~~~~~~~ -~~~~ - -
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~~~~~~~~~~~ Tht b~ countries represent the most significant oil bloc in the

c. ;i .ld. ~1n ~~~~~ by 1973 , Oi~hC cour&ttles were producing more than 55.4

pt~ c-t ~ t of the world ’ s oil; 66 ,3  petcent of international (oil) reserves

-~ia.~ (sic ) located in their te r ri it - rIes ;  ai- -~ they supplied more than 87

c ~ar -~f the oil marketed in the ~r r l d  du ring that year .”7 Th~ OPEC

was ~aly partially sue~.e~~-t a ~~. ‘For tea years , the price of Arab o~ l 

~~~~~ stat ~ cna ry.~ ong~~~Iir~ ~eaaons for this lack of raising prices

was t.-~ threat of surplus oil on the world market. Each country was

t~~ ;a~ to increase production to gain additional revenues while the oil

co-~nç- a;ieS were trying to hold down production to prevent a glut of oil

L-a~ :tivi:~ pi ce5 down ,

~nc~ OPEC tha .~, was instituted for economic reasons, primarily

h~ restoration and maintenance of the posted price and increasing

~ac ~~a3zatIon of A c~~a P~ tro eum ~xpor t ing Coun tries (OAPEC)

~~~~~~~~~~~ .a~r p~ 1iLll l goals. Af t e r  the Six Day Arab— Israeli war

:‘f it t7 ~r~c the acc ampaayir~g : h- c t i v e  oil embargo , the largest Arab oil

~) o ~c~ :i~ couc~~ :~ :s , Saudi  Ar ahia , Kuwait , and Libya (who remained out

c~f~ ch~ -~ ~ctl founded the ~AU~ C , “with the declared objective of

pr~ ’”~-i t - :  Yas~ e; ~roa~ a~ a~~-~ using :h ir oi,l for the attainment of Egyptian

~-o iit-Ic.a l aia~- , ~~ h~ tried to do d u r i n g  the S~x Day War.
”9 The original

~ .er -r:strjctec rnemberr~hi~- t~ Atah c’~u r a r i e s  whose r.~aim source of

Lu c~tc ~
‘
~~~ -; oil ~ra w~.c ~, t t ,e  ;~~~b :r~ of (iPEa , specifically eliminating

~~~ pt ar,J Syria from considerati- -- . “d:~ e’-~ -v , at the time of the

~ff ic t: ‘9 (sic) c c p  in L~ b~’~: the re ~~ - .  a I ar—reaching

_ _ _ _ _
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change in the ori.~n~~ tion of the OA,L~EC and , one a f t e r  the other , m i l i t an t

Arab countries such as Ir~~ and Algeria (and ultimately also Egypt’) ~olned

• the ri.~atjon. ’~~ By 1973, the OAPEC grew to include Abu Dhabi, Bahrain ,

fub ai~ Qatar , .ir d Syria. In 1972 , ih~ ~ea~~’rs of the organization con—

t~r u i I : d  over 50 per cent of the oil reberves , 27 per cent of oil produc—

:a~ and 60 pc: c~ ac of the oil co~~ erce in the world.”11

At~ ua~ cri~ pr e:r~ - uadec cak~ z-~ by the OAPEC are the creation of a

~-~:ke: fleet and the consti-uction of ary dock facilities in the Persian

-~u . r .  ft~e~e will enable the Arab producing countries to become more

independen t of outside influeuce . In the past , the threat was always

:k ~~~ enz for tr ie companies tu withho ld tran iportation of the oil to the

-~e:u~. Wita their u~~. transportation facilities, the OAPEC will

:li,niaated virtually tl~~ last  physical hold on them by the mult i—

~~~~~~~~ companies.

Through the l960s , the screr .~~ch of the oil companies and the

-a ~~~~~~~ w~akaess of the :~ :ivll-~a1 OPEC members could be at tr ibuted

.h~ee iu te r r  ~l~~ ed fac tors;  the existance of a buyer ’s market, the

~ -~~f ~ull icieac~ of t rte Ln i r ~ d ~ r~~t c s  as a producer and consumer of oil ,

doia~ r~:r. : positlan of the nia~or oil companies. ”12 All three

~~~~~ had been reversed ~-y the early i97~ s.

In ~u~ y 1970, the Revolutiar.ar~’ Regime of Colonel Mu~ nar Qaddhaf i

~,nfranted the twenty—on e oil  companies operating in Libya. He told

t~au~ra rh .~ . u~ lc. tie; ~~i~~~c to r.e~ ot i a u e  or h ighe r prices , he would take

~~~~~~~~~~~~ act~ 
- a to r•~i~~c the pcs -L- ~a 1 -rI . ~~~. The companies s t al l e~. and

l t t L . ) t~~~~~. to -~~~ up with a ~o~.ut  ‘ 1ar, of ;.~ t ion with which they could

~-~~
_u
~,ue ~~~~~~~~~ A~. r~ r~~aJ~c au. .~~~ ..a~~’t io n , Qaddha f i  cut the amount

-~~~ - -



2.,

- t ~,il the cc J ai~~-~ tOui~ 7rc~L ..~Le by ~ncu~ 400,000 barrels per d~~i .

~~~ iLa-~ ta ~ch~~ vc a ~i~ 1..tion uc;ea~ - aemseives , in September the

~~~~~~~~~~~~~~~ ~~~~~~~~~~~~ e~ u ~g~~~ed to the price Increase.~~
3

The dac~ ad~ for hi~ hcr pt iccs a-p r~~ d rapidly to the other produ cing

~~~~~~ Cit c . ~~
-. 9 , 1973 , cL.. uPE C ~r ac in Caracas , Venezuela in a

r~iaca c f -c.~w niiitancy . “The more radical members saw the Libyan tactics

-~1i I. ~~~~~~ t~~:r a i ç . e of c~~e (c i i ]  cu tof f  as preparing the way to new vic—

totias. ”~~ Between S~ pceamer i~ 70 and January 1972 , the posted price of

~~- ian light crude oil (generally accepted as the basis for determining

the price for the rest of the crude) rose from $1.80 to $2.48 per barrel.15

c~•~• ~c
-
~rci~~tio~ a-ay tactics of Libya were apparent ly able to accomplish in a

.~~~ :~3n .~ -~;;at ~~~~~~~~ of OPEC had not been abl e to do in ten

.~~ Oil

On 2 October , P-~~~ih~ct Aa~:ar Sadat convened a meeting of Egypt ’s

i-~a.il ~cu~~:y -~ueit , composed of the highest military and political

au.. e~xp 1aiaed to them that it m i t  be necessary to break the

- - - - : ~~~e wi th ~~~~~ ic m e  near fu tu re . He said that he expected a

~~~~~~~ autt..- a~.c wou h ran elaha~~~r e ca ~iu acaning of limited . When

;~~~ 
-.c t i  • .,h t  ~~ 1 ~ hc cor~~ •c wc~~ cr~ ir-~ this battle , ~~ at

~~~~~~~ “he dLd not ci•- c  ‘rc could make ~ny cemuacs on the oY~ produc ing

.-d’ ancc , hut  that  once the righting started -c v  Egyptian

•;t~. to th wc,.ld ~i :-~ a re~~ ’;

- 3ed ~r .ic~ nt Sad~ t to - . , v c tha r the DAItC or some of

I c.; .~~~a. c~ ou— ~~d s~ -
~- - -- -:: ~~ ;‘ ~. witi ~ i 1 or that  it would be u s e f u l ?
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~~~~~~~ Heika l, ~or~ner .~- gyp :1cn ‘i~n i s t er  of Tnformation, relates two icey

~t t in ~is b~~ ~ “rt Ro~e ta ~a.a. usr  he says tha t in tt -~e spri~~ cf

he asked 3 o c c a -c Muscafa KE alil  to cor•duct “a stud y of the energy

cr 1s~~ ~u the ha lc ;t d  States and iL s  imp l i ca tio r s  fo r  the Arab States.”1’

~~~~~~~ ~~~~~~~ :a.-.d gi.-el. ta Hcikal cc 1 October. The report

~~~~ chat ‘ oil ~u- ~l : be regarded as a strategic and economic co~~ ou i ty

~~
•
~~~~~~~~~

•
-
• ~~ i ~~ oil b - ~tselr car . never ‘*‘ir a ~‘ar. It

..i; a so~ t of pulinical lever , and of course oil has always

- r j ~~o a dnaia&at part in ~. te ~oliti.~ acd •~ipicriacy~cf consut ing countries,

sc t:cre is nnc~~ing r,cw in the Avabs’ makir.g political use of it.”18 The

~ - - i ~~r u  .~iso saL - “ tha t we should take note of the a t t i tude of other

aad ~.e our ccnddct  accordingly . if  they were opposed to our

. -_td ~~~~~~~ which we ~,uc c ui as a lawful  act to liberate Arab

~~~~~~~~~~~:;‘ , we ~ uuuld  t~ e r t~~t i ed  to take a stanc against them .”19

ac-crna ~~~ de:~t occu~ re-~ the las t t ime President Sadat saw

~~~~ I . ~~~c- l •, d •u. .~ i ~~ • .ict to the Octob er  War . a~ Fa~~~al ~~~

°l’~~~ to csil 4 oil as a wca7 -c . ~-•vuc as late as July 1973 ,

:~ ~.as -i rcca r~ as saytag tu~~t. •~~~ was no~ m1l .~’:arv ~~ src-.,. However ,

sc re t~;:. -
, a;~~~; -~r t y  ~d -  ~~~ change h is  m a n , ur ~n August i~~7~ , he to1~

Sadat -at if ne (Sadat) ‘~~nted to use the 
—
~~~~~

. ~cr zhi~; t i - c  cc

‘ dut ’ , Feisal c - id , ~gj v~ uc t i m e . We don ’ t want  to use our a u  cs a

~~ ~~~~~~ i hat - ~e ~‘i
-
~cb an] y goes on for awo or three ~~~~ ann tben

~c w .r~t to .-~;~c- a h a r t i t ~ ~i - i  goes en ~ocg eac~~. -.• for wo~~ld

h 1: ;
~:.

c op ;~~~~; .  t O  ti(: nab •,.Cd~~. 
‘ 

-
•

(Th 6 -
~~ cc~ e t r o  - ~t t l e  in the ~idd e ! ast had hc:uc . The •~~~~~s

~ a:,~- 5 ~~~~~~~~~~~~~~~ ~t~~.~ec~~. L - - .,tcau~ e -  ~~r;c~~, ta~ ;~~~- i c  itiacin ~ the 

--i-- ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
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T~ .ti :,~p ir  or ~-u: ,ao~ a ~~.r . ~n cbn Nor th , a f t e r some initial se t huek s  ir .

the Gc~~ n h c t ~ i-~~. against Syr ia , who was later joined by Iraqi and

aa t i L t :  f . -tcc~~ the Israeli army suc :essfully  repelled the a t tackers ,

aLe tt w it h  licgo equipmen t 1oss~s. The organized f ight ing  termined by the

hitinas siaaQa~ ci ceaaci-i -:e oaa~~lj ne  of 22 October .

Ia ~~ 
-
~~~ fi~ ht i r~ tetweer ’ !~‘gypt and Israel resulted in

~~~~~~~~ d~~.i~y o~ a~’s ~.r b o h  au d  ;a t ~~n i e i .  The Israeli government reçuested

~r~iced Sca tas s~~DsLait1al amo unts of weapons and mil i tary equipment

La :L:? l aae  inc .. r severe losses . A :ter some internal debate , the United

~~~~~ i t €~~~ ccclc a~ to C~~~~i~ wi th the ~~ue:;c and ship about $ 2 .2  billion in

2
~
.

i n  ~4 0 -caa. :, tt~e ta~ State Department announced a massive

t -n uLl~.Lt of _:i - t u  l.;~ aeL~ Kuwait called a meeting of t he

22 t:c-~ ii.g~~~1s ~-~~1d on 1’ ~ctc aer . At the meeting , OAPEC decided

-~a
-;lc•~ its ~-ii as a :,eacs of applying pressure on Israel indirectly,

thu -:.-~~ f:~~1zed consuner cou;•:ries. The OAPEC decided it

~ua~ ac 7 ;i~~ n exports ~
y or leasr :~~ve per cent monthly  u n ti l

:~~~~~i w i i r , i r e~ t~~-~ r. toe ~ cd terrLory h€- C  r m a e  19f’’.

•- c : a ~~:~~le , on 17 ( c t o h e r ,  Omar Secc~af , ti~e Sauci Arah~ ac Foreign

t~i i~~tti , ~~~ .p a c i i .  d by three other tciristers c-I ~iA,’dC countries , cal led

cc L’~ oau~~~-ct hixon an Sucrecar; of Stati- -
~~~~~~~ , ia~~er in ~ asbin~~;o a .  Saqqaf

- - 
:~~~ .. a c e d  a l e t t e r  to ~‘resident N i x o n  f r o m  -:~ cg E~ti~ al , s ta t ing “ that if

the ~racted ;c~~tes dia r u t  stop supp lying israel  ~‘u t b c r~~o oat- s , there

an - a c - c . L~~t N~~~on ex Ia ned that he was commit ted  to ~u — r ’ c r t  id

S : . c c  .rot,~~.t c : -  rc~ a 
~~~

- - ~~ ent cutback ;c t r c bc t lon on

Uct  :-er ~..o rea~.1t I chr lKi;.. lt ti ~~~~ ~ng of  the ~~2hI oi l  riacicters 

- 
_ _ _ _  _ _
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Lt . O  p . uV i O u., daj. The r.~j a c t i o c  of King Faisal ’ s ultima tum fo rced ~~ udi

to f l-a~.- t nr c~~~r ~~cra  t i~a e~abargo of her oil to the United States.

/ - h a  h li~ hi cana L ted on U~ t a  18 tfat it was also “ s topping all exports of

c-il to th~ l - 1 t e c  Stat~ s cad said it w~ -j i d  take similar action T h t e r  aga ins t  

- t - e . n t : y  that ~~~~~~~~~~~ ~cd ~~~~~~~~~~~ by November , the cu rtailment and

- - 
~~~~~~~~ 

w.~s a&,a, .nat~. ‘ d ~ fc~ hi , Abu Dhab i, Kuwait, Qatar , Bahrair ,

on. ~~~~~~~~ ( i c a q ,  favar~~ng more radical action than the

rest •,E t - .e - 
~~~~~~~ . cncbc ~o design its o~~ oil policy . She followed the

‘Az ~ C’s mfoarr;c:c list , o~~t au ;p l i~ d other states wit:~ her maximum produc—

t~an i;~aaicy as she saw fit.j
26

At tha 35ta OPEC ~edt a. dee in September 1973, the Gulf Six (Abu

:c~~, iOi~~, ~~~~~~~ ,c t a r , an~ Saud i /.rir;ta) were designated to

- ot i at e  ccil ’ -: c t v c~ y w i t h  the c i i  companies to raise the price of their

~il. dna ~ectu - -n~ was set for 8—10 Oatober In Vienna . In the tntcrtm , the

.-:. - - i ~~oali war a.r c~~ ~oat and this was to ada fervor and unity to the

27
a ;~~.-. .ai:~ o~ -~3•

Ta o.~. : - ; -.na~it1ves w~ r~ led by cacti  Arabian oil minister ,

SL~~~~ ZaK.~ .~-nan i anc 
- j ar oil c-cn i s :~ c- c. -~~uc Arn cu z ej ;ar .  They were

s. ~ tc.~, a cc ~- e  I~ cr e a o ?  L~C L O S C  in f l c t t h o c  l ii i. r -udere c  the ;r c v f c us ly

~ ~:eec upo.’. increase of 2 1/2 per cen t a vc~~r i~~~o c c - ~ re. 7urther , the

- - c .L  ~ciods tht-~~ . e.. I y t-hc C) 7TT T- cemDei s ~ ace far exceedic~ tIe price

o~ ;il. Sh~ i~ . Tac-ar.i o,~cned the -
- a -, - , ay ~i- ai r c. f o r  a doubling of

a-o hr~ ce , ~o $6 per :-ct -~ i. The companies cou rci c—oderec a It per cent

~acr au , lut - - i -cc kc ~~~~~~ d thu fL. I 7rk e a~ f ar below $~ per barrel

cc eh’v cc. , . The rie~ ot ~a a a eon ~c~~~a~ c ceadiocked ac~ the

r~~~~uny - ,:r cc - 1r~ t ’~- . . had t o  .~~: - c z~~ejr r -csae~ ttv~ catn~-cra~ boa rds for  
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a a i i c i o n a l  instructions . The replies were similar ; because of the large

cncr ~ a~ e ac:aandea , fu r t h a r  negotiations would have to be postponed until

th~ consumer governments could be contacted and this might take as long

a~ two weeks. After being informed of this, the OPEC delegation left

c - c  ca : f0 renc~ and on 16 Oetcd cr , un~ laterally raised the price of oil

70 cuer cent, f t  I: $3.Oll to $5.119 per barrel.LO On the following day,

i~ C~cc o b e t , euc -~AP~~C ,i- emhcc~, am:,;anced the production cutbacks and the

-
~ .h.~cgo ~~~~~~~~~~~ countries au~~io r t i n~ Isiaei. In The Seven Sisters,

t~nia:.ccy Sumpsca addresses the two separate events (the OPEC ’s price

~. ncro asc and the T political embargo and curtailments) by stating,

nO coiucj c1en~ c of the two acts provided the catastrophe: the embargo led

‘c r. - .uerca ~;c. a..~. e n - ut to tt~e further doubling of prices. And the 

.,1aauc~; .- , l:i cr ’ c J :-- .f on t. - iplessly , while OPEC (and CAPECI

,u 29
~~ : . L ]  ua,.r -

~ t ccclr  o ...u role.

ca~~ of u 9?3 , rth United St - tea had becom e very dependent

run .. - - :  rei cii 1.;r tha eamostia market, “-Impor ting 1.2 million barrels

r,~ ~ r , .h c-I l day .~~~ Thi s was about 28 per cent of United States imporit s

of . :e by addin : to  il l’ , the reduc~ ion of the anticipated incre~aes

for t :~~ i)S mar a~ r from rI~rcpean refineries (500 ,000 barrels a day) ,

• - .. 
-. - - i t,g  the overseas supplies to the U.S. military (300,000 barrels a

and r L s t c i a c . u a n s  an the i np o-t r at i on  of Canadian oil (about 100 ,000)

r c a ’.t. ug ~n a i4 cc cc-nt cthficit in ‘dnlted States oil supplies during the

r~ e~ iO~~. 
‘ ay e~ .u-:r~’ , ta (the c i i  ro~ the OAPE C) was do~~

. 0  , hOO barr. ls a dat’ 

-~~~--- *— . ~~~~~~~~~~~~~ —~~~ -.- _ _
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James W . McKie, in an article for une Daedalus journal , said

that the United States “official policy (in the Middle East) seems to

have leaned toward the view that  a ~~~~~~~~~ of power ’ was necessary in

the Middle East , tha t Israel (along with Ican , perhaps) could be a

military ‘b ulwark’ of anti—Communist ‘bastion ’ for United States policy

there , and that some neighboring Arab nations had become tools of the

.i.,V].et Union.”33 -

At the same time , the United States realized that she needed the

oil that the OAPEC members produced, at least until she could again

become petroleum self—sufficient . In sum, the United States was more or

IC:3S neutral, with emotional ties to the state of Israel and economic

cc the Arab states. However, both the Arabs and Israelis clearly

-i calved the United States was the main supporter of Israel. And

~cho~ t U.S. support, Israel would not be a viable force.

Throughout early 1973, Washington was receiving warnings from

toe Arac~ and ice multinational oil companies alike; specifically, if

- -  a.:’-chcr Middle cast war were to break out and the United States supported

~~~~~ again, the flow of OAPEC oil would probably beccut of f . 34 The

~.eneIai attitude of the U.S. government st..li seemed to be that the Arabs

need to sell their  nit , more than we neecec to buy i t .  Further , the

.Iu.~.cc of the l 167 boycott was stil l  1mn~e:~a-~ ——the idea that the OAPEC

members could form a cohesive f ront  seemed unlikely.

However , the ~~ eci~~it c t ion  of the October Middle East war and the

~ .~p~~~ccble  ra-w~~a~, blu the ~I c c c  milic..:y forces resulted in an ~~ ~ r> co~

nesion ~-tevi~ u . i y u:h-ao wn ~in r cccr •t  years) . 011 suddenly became a
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viable comn~odity with which the owners could reward or punish as they saw

fit. Additionally, the price increases ~nce the Tripoli and Tehran

conferences of l970-71 had brought more funds to the OAPEC than they could

spend , resulting in a capital surplus of about $5 billion.35

The United States, although an importer of Middle East oil, stood

to be only mildly affected by the embargo . Europe and Japan, on the

u~~Liar hand , were heavily dependent on the Middle East for petroleum.

A)ar1a~ erze crises surveyed in a previous chapter, the United States had

always had a reserve production capacity which had been used to assist

iL~n opi- in emergency situations. This was no longer the case. Europe,

iJ aware of tne necessity to appease the Arab producers in return for

-ic , refused to take joint actions to counter the oil threat and sought

b,.-laceral agreements with the producer governments.

The United States’ domestic response to the embargo was a con—

:0r-ce~ attempt at conservation——lower heateng levels in buildings, lowering

speed linit~ on the highways, and appeals co the business co unity for 
- 

-

:- -r~s-~e:vaeicc. n~..sures. (Private enterprise in the United States used

~ - aac 7C pe~ cu ~~. a of the n.~z1on ’s energy.)~~

t~hilc’ l.-a ope and Ja~;an çuic~ciy ad;nszcd their Middle East policies

ia . S - .  .?ort ~~~.. .,ce Arab cause, Tnt dnitec.  Seutes was also interested in a

of the Arab—laraLcIl co n t l ~~~t on terms acceptable to both sides.

let , as a treat ~owe:, tnc .ruice G States ‘.c- uiu nave been loath to yield to 

.-inai0 -p r ean..:e ~~ O •c~ c:s ;~c~ h~~ I ~co -~.cy . To sc~hnit to .t would have

coo ~~~~~~~~~~~ - -~~~~~ . . , cer. - ..~ nee uricoerced at Jce - t ime ,

u- ut  1. receive~. a a L.,tui’ui O~~
-
, . . erenc e cc the fk.CCr~ tIc..

ne u.~croun to i~~ ore. ”~~ 

- -~~~~~~~~~~~~~~~~~ - - - - - .~~~~~~~~~~~~~~~ - - -~~ - —. —- - - - -— --- - - - - - -
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Secretary of State Kissinger spoke about the United States’ posi-

tion on the oil situation in responBe to a question at a news conference

on 27 December 1973. Re said, “the U.S. position with respect to the oil

embargo has been that we cannot discuss specific peace terms in relation

to the lifting of the oil embargo, that we can express our cossnitment to

bring about a just and durable peace—or help to bring it about——based

on Security Council Resolution 242. But as I have explained many times

before, we cannot bargain individually with oil—producing countries and

then enter into a peace conference in which the parties have to negotiate

,,38
this process all over again.

The embargo and curtailment against the United States ended on

18 March 1974, due to the “goodwill in using its (the United Statesi in-

fluence to get Israel to carry out military disengagement with Egypt and to

agree to contacts with Syria to negotiate a similar pullback. . .

What effect did the embargo have on the United States’ domestic

scene? In addition to occasionally irritating the .American public and

making them more aware of the events in the Middle East, Lester Sobel

said in the Energy Crisis Volume 2 1974—75 , that 150 ,000 to 225 ,000

people were unemployed as a direct result of the oil boycott and an

additional 310,000 unemployed could be traced indirectly to the fuel

shortages caused by the boycott. The United States economy declined by

$lO—$20 billion during the first quarter of 1974. The reduction in gasoline

consumption caused the individual states to lose about $700 million in

tax revenues.40
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Europe

The October Middle East war had a profound impact on the Western

Alliance in two ways. Although both were known , the effect was not

realized until the fall of 1973. First, the United States had a different

level of vulnerability with regard to oil than did Western Europe. And ,

second, “The United States as a super—power, while able to deliver

politico—military security, was not and is not able to deliver economic

security in case of external boycotts. ”41 The nuclear umbrella reaches

Europe, but the oil umbrella no longer reaches.

On the eve of the October war, Western Europe was dependent of oil for

67 percent of her total energy needs. Over 75 percent of this required oil

was imported from the Middle East.
42 

The northern countries of Europe have

a slightly lower reliance of oil: Belgium—57 percent of her energy is

derived from oil; Federal Republic of Gerinany—55 percent; Great Britain—

47 percent; and, the Netherlands—44 percent . This lower dependency is

primarily due to the coal and gas production in those countries. France

and Italy, with little or no coal deposits rely on imported oil for over

43
70 percent of their energy needs. The 1~ October OAIPEC curtailment in

oil production shoved Western Europe just how much their industr&alized

economies rely on the Middle East for petroleum.

The pri—~e target of the embargo wa~ the United States, but Europe

and Japan were the most vulnerable. Therefore, to facilitate Israeli

withdrawal to her pre—1967 borders, the cu ,tailment of production was

necessary in order to prevent circuxcventiouc of the embargo. Faced with

little enough p~tro1eum for domestic needs, the non—embargoed countries
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like those of Western Europe, would probabiy not re—export or trans-

ship petroleum to those countries who were being embargoed .44

Great Britain

Quoting an unidentified British diplomat during the October war,

the Insight Team of the London Sunday Times in The Yom Kippus War wrote ,

“Producing a peace has always meant persuading Israel by logic or force

to accept the rest of the world ’s interpretation of Resolution 242.

... We have told the United States that as well. Only they have any

power over Iah-ael+—which I agree is not much. But we in Europe have even

less. What can we do? It’s America’s problem .”45 In keeping with

this policy of maintaining a low profile, hritain banned arms shipments

to the Middle East. Both the Arabs and the Israelis were affected . This

was especially detrimental to Israel who h4d already bought and payed for

sorely needed ammunition and spare parts for the British—made Centurion tanks.

“The Heath Government did further harm wheo it forbade the passage to

Israel via Cyprus of American war supplies and ferried fighter bombers.”46

C~e.~riy, the ~cctish ~-~ad submitted to the 3APEC In return for a listing

as a friendly country.47

France

France was outspo~en1y pro—Arab. Tareg Y. Ismael quotes the

French position from the French Foreign PcI icy paper Issued by their

Embarry Inforir~tion Service;

First , the c O . u~~ ~o~~~d oceuç~aticn by Israel of S1ZCOIIC
territcrits be1~ z-

~~iab to sovereigr Arab 
States constitutes a

violation of the pririeiple ~x inatmissibility of the acquisition
of tc:;- itu ry b~ force.

Second , ‘the two essential elements in Resolution 242 (1967) 

~~~~~~~~~~~~~~~~~~
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are inseparable ; no withdrawal wit ’-out commitmen~s for peace,
but no commi tments for peace without withdrava]. •48

The rest of the paper deals with the right of self—determination by the

Palestinian people and a request to Israel to accept Egypt’s interpreta-

tion of United Nations Security Council Resolution 242.

When the embargo was dec1ar~d, France was singled out for her

pro—Arab policy and placed on the favored country list, entitling her to

pre—October amounts of oil from the OAPEC.

Federal Republic of Germany

Since 1969, West Germany has tried to remain neutral with ref er—

eace to the Middle East situation. In June 1972, Egypt and the other

Arab states intimated that they were “pleased by Herr Brandt’s attempt

to conduct an impartial policy in the Middle East.”49 A year later , in

June 1973, the West German Chancellor went to Israel and was received

by Prime Minister Golda Meir. This was probably one of the reasons for

Germany ’s exclusion from the most favored nation list of the OAPEC.

Another reason surely was her allowing the United States to fly war materiel

to Israel from bases within Germany. Three days following the initiation

of th~ airlift, Germany was under pressure from the Arabs to disallow the

United States continued use of German terr~ tory for the resupply opera-

tions. Bonn was able to hold off official reaction until 23 October when

she was informed by the U.S. Embassy that the operation was complete.

Germany passed the information to Cairo that the United States had

ceased use of German territory, but two days later , two Israeli ships

were i~ ai i ng cargo at ~remerhaven under security provided by U.S. 

- -~~~~--~~~~~-- _ _ _
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military police. This forced Bonn to issue a statement “that the United

SO
States had been requested to stop all shipments to Israel at once.”

For most of the European countries, the American airlift to Israel

was embarrassing. They feared that they would be asked by the United

States for stop—over rights or at least for permission to overfly their

-: territory. The dilemma was difficult——do they allow the United States

access to their territory enroute to Israel and offend the Arab oil—

producers, or refuse and offend the UnLted States? Of those countries asked ,

all but one refused. Portugal allowed the United States planes to land

at La;es in the Azores. In retaliation for this permission, Portugal

became one of the few countries on the embargoed list.

The other major country to be embargoed was the Netherlands. On

30 October , “the Arab governments had reportedly been angered by Dutch

offers to aid in the transit of Soviet Jewish immigrants to Israel and by

the outspoken Dutch view that Israel did not have to withdraw its forces

from all lands occupied in 1967.u151 In addition, the Dutch leaders allowed
recruiting on tr~eir territory of volunteers to serve in Israel, as well

as allowing the Dutch airline, KLM, to conduct chartered flights to

Israel to support the war effort.52

Rottercam, at the mouth of the Rhine River, is one of Europe ’s

main oil termindis. Of tne 139 million tons of crude oil imported by

the Netherlands in 1972, they exported 116 million tons to the rest of
53

~.urope .

The embargo of tr~e ~.etrierlands together with the 25 percent Cut

in production announced on 5 November by the OAPEC now threatened even
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the friend3~y European countries with the oil crisis. In addition to the

United States, Portugal, and the Netherlands, the OAPEC’s embargoed list

now included those third parties who refined oil for either United States

or Dutch consumption. Included on this list were Canada, the Bahamas ,

Singapore , and Puerto Rico. “Similarly, certain European ref ineries—-

in Italy, Greece, and France—which supplied the American markets or navy

were also subjected to full or partial embargo.”54

On 6 November, the nine members of the European Economic Community

(EEC), under threat of boycott, jointly called for both Israel and Egypt

to return to the lines they held on 22 October and called on Israel to

end the territorial occupation which she has maintained since the conflict

of 1967 . They declared “that a peace agreement should be based primarily

on the ‘ittadmissability of the acquisition of territory by force.”55

This position was viewed by the Israelis as being anti—Israel and applauded

by the Arab countries. As a result, the OAPEC decided at their 18 November

meeting to cancel the 5 percent cut back scheduled for December.

During the EEC meeting held on 6 November, the Dutch requested a

pooling of the petroleum stocks on hand by all the members. This request

was not acted on, chiefly because France and C~reat Britain feared that

such a policy might jeopardize their privileged position vie—a—via the

OAPEC.56

“Despite their wealth, the nine nations were forecasting record

deficits and recession resulting from the increased costs of importing

reduced quantities of oil, and ~nd1v~dLal m embers of the Community,

particularly Britain ana France, were showing their worry by rushing to 

~~ -~~-~~~~~~ - ~L4
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sign private agreements with whatever oil producer they could , usually

in exchange for arms.”57

As Eric A. Kevitz states, “The United States viewed triis complete

lack of cooperation as a virtual breakdown of the Alliance. Yet few in

Europe saw any threat to the Alliance. Since no real military threat was

- - 
perceived in Europe, each nation acted according to its own view of its

best interests.”58

Japan

“On .J~nuary 24 , 1975, Prime Minister Miki of Japan told the

Japanese Diet that he regarded the question of Arab oil as being indivisi-

ble from the Arab—Israeli conflict.”59 Thus, he tacitly confirmed the

diplomatic 8chiam that had developed between Tokyo and Washington since

1973 and the disputes over Arab oil. This decision brought Japan closer

to France and western Europe than to the United States , who was seeking

to separate oil fi~om Middle East politics.

The New York Times reported on 19 October 1973 that Japan was

stunned for the second time in two days when the Arab exporting countries

announced the 5 percent cutback in production ; the first surprise was

the OPEC 21 p~ieeet pticC increase ifl Oil.

Japan was the hardest hit of all tr~e industrialized countries because

she “is the second biggest oil consumer, after the United States... Of

the E,2 billion ~al1ons Japan imported durl~ C the fiscal year e~~ ing last

March 31 (1973], almost 40 percent came from Iran , one of the price raisers ,

and 4.., percent came fro~u :m -.e Arab states t~.at announced the production

cu~~ack.
t t 61 ) ur~ n~ 1972, oil ~c~count~d ~‘cr 74.9 percent of Japan ’s

_ _ _  
- -— --~~~~~--- ~~~~~- - — -  ~~- - - -~~~~~~~~~~ —---~~~~~~~~~ -- -- 
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energy supply, and she had to import 99.7 percent of her oil require-

ments.62

Since World War II , the United States and Japan have had a unique

alliance. Mokoto Moinoi , in a study for the International Institute for

Strategic Studies, calls it unique for two reasons: “First, it is the

only alliance the United States has under the treaty of mutual coopera-

tion and security; second, the treaty has a unique sentence in the second

paragraph of Article II: ‘They (the parties) will seek to eliminate

conflict in their international economic policies and will encourage

economic collaboration between them’.”63 No other U.S. treaty contains

this wording. Therefore, in October, when the Arab oil producers

classified Japan as unfriendly to the Arab cause as a result of her

neutrality, she sought guidance from the United States. Secretary of

State Kissinger advised the Japanese Foreign Ministry representatives

not to capitulate to the OAPEC demands. The Japanese soon realized “that

the United States was concerned not so muc i with ‘economic collaboration ’

as with a global strategic balance.”64 Ja;anese óptiöna were limited to~

following the United States (who was in a far better position with

respect to petroleum) and tolerate the amb~.rgo with no assurances of being

supplied by the United States or the major oil companies,65 or, Japan,

with “59 days oil stockpiled including ~~~~ aboard tankers enroute”,
66

could defy the United States and declare her support of the Arab cause

and be considered in thc friendly category , elig ible for OAPEC oi~ again.

After th~i OA~~~ exempted t~
-
~e :urc~~-~~ Economic Community r-emD er s

from the restr-~~ti~ns cr~ oil for ~~~~~~~ ;~u~iic statements supporting ~~ 



Arab position, on 22 November, the Japanese Foreign Minister, Masayoshi

Ohira announced “The government of Japan will continue to observe the

situation in the Middle East with grave concern and, depending on future ,

developments, may have to reconsider its policy toward Israel.”67 Ad—

ditionally, Japan backed the Arab interpretation of Security Council

Resolution 242.

The heads of state of the OAPEC members met in Algeria on 27

November, and , in addition to the decision to add other countries to the

embargoed list, “announced they had exempted Japan and the Philippines

from the 5 percent Cut in oil export forseen for December. This was in

appreciation of what the Arabs see as desirable bhanges in the positions

of the two nations.”68

Once Japan saw the necessity of developing closer ties to the

Arab producing countries to insure more secure supplies of oil, she

dispatched special envoys to the Middle East. Between December 1973

and the middle of 1974, Japan had pledged a total of about $563 million

in economic aid to many of the Middle East. countries. This aid encompassed

~~~~~~ projects as $140 million to Egypt for widening the Suez Canal and

$250 million in technical assistance to iran for developing her petro-

chemical industry.~
’

In sim~ ary , the embargo had limited outright effect on the United

States’ changir.g her policy toward the Middle East situation, although

she c.id more actively seek a solution to the Arab—Israeli conflict. it

aid , however, .lcariy affect toe m~-ie oil dependent nations of Western

Europe and Jap.~n, initially in their re1a~ions with both the Arabs and

Israelis, aPd later , witl. toe kited Stat~:s over how to solve the crisis.
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The effect  of the crisis on Israel was to isolate her from the

majority of the indu”trialized countries and from the developing world

as well——between 28 and 30 African nations had broken diplomatic relations

with the Israelis in response to Arab requests and threats. And for

this action “The Africans got no reward: to their chagrin the Arab oil

prices———hit Africa the same as everywhere- else.”7°

The effect on the Arabs was a new cohesion. “The Islamic community

of nations have declared their full support for the Arab cause, as has

the recently non—aligned bloc of nations. These are impressive diplomatic

gains which can be greatly consolidated in the new era of Arab affluence.”7’

A very good example of this support occurrad at the United Nations on

~~ October 1974, less than a year after the initiation of the oil crisis.

inc General Assembly voted 105 to 4 to allow the Palestine Liberation

Organization (PLO)~- aud its leader, Yasser Arafat to participate in the

discussion of the Palestinian question. Further, they voted to give the

21.0 a Permanent Observer status at the United Nations. This was in

.~f fe ct , de facto recognition of the PLO as the official representative

~f the Palestinian people. The four countries who voted against were the

United States , Israel , Bolivia , and the Dominican Republic .

Wha t had changed to make the oil weapon an effective force now

~-.-i~ — .i— vis 1967?

First, the internal Arab posItion ~iad changed——King Faisal of

S.i~ ul  Arabia had oppcscd NaSSCL’ and his policies for Egypt in 1967;

Prebldent Sadat formed a .~nui.;c ~,i~~r~n e  with the King and had obtained

his support before the w.~r .  S~~ cnn , th~ complete approval of all of the

I~Ai’cC was no longer f l L~~~~~~~~~ C~~ j~r::~r to instigating the curtailment and
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~iiharg. because the total production of SaI~d~ Arabia , Abu Dhabi, and Kuwait ,

the leaders of the production cutbacks amounted to over 60 percent of the

Arab production ; therefore, the rest of the OAPEC was not really required

i~.r the embargo to be effective . Third, the success of the Arab armies

.~n th~ field created the moral and political pressure desired to encourage

tho noIL- combat~rnts tc deploy the oil weapon. Fourth, by October 1973 ,

rnt~~t if not au the Arab oil producers had reached a position of economic

:re~~~~, allowing if necessary, a cutback in production without damaging

c~ cir economies . Fifth , tne ultimate target of the oil weapon was not

the reasonably unattaix,able tot~i destruction of Israel as it was in 1967,

-lit a mora feasible goal——the enforcement of United Nations Security

I ~~~~~~~~~ ~~ Reaolut~on 242. Sixth , the United States had become more

on Ar ib nil ir. 1973 than she was in 1967. Lastly, the OAPEC

r~~iiz~d that an embargo without production cutbacks to create shortages

- - - - 71cr~ virtu~~Jy uncn~orcahle.

The oil p:i~-e crisis of 1973—74, whIle occurring at the same time

ts  r,~. -n~ c~ i~ ~s, was different in two important aspects: “First , the

- a~ -j : - - for rai-~ir~R the prices were primarily economic , as opposed to the

- 
lit ,l reasoa~ for the boycott; second l -;, it was OPEC as a whole

i~icl ’~;n~ t~~it ~ OAPEC members acting as 0PFC~ rather than the Arab oil—

pr~~-Lc1ng ~~~ that initiated the price increases.”73

From ~r eco~o~ lc st~ rdpoint , t~-e ~- - c ~~uctIc.~ cutbacks dOd embargo

c~ ~ld ~‘c~ ;-
~~ vt-  - 

~~
-
~~

- at a r~ore o-~- j~ort t ~~~~~~~ . As ~a~- ~)r C V ~~OUS~~~ hc~ n

r~. -~ r~t i , ned , the  - -?~~
-
~~~ ~~~~ I th e n~~~ le c i  -.~~;c t iat i ng a price increase

wi ri ~~~ ~~~ tio-~ai c~ 
- - c par~ies -:. VI ~-~ na.

- _ _ _ _ _ _ _ _ _ _ _ _ _  _ _ _ _ _
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Throughout the crisis, the price of oil rose fr~~t $4.01 per

hurrel to over $11.65 per barrel , with spot prices occasionally exceeding

~17 a barrel at auction.
74 This phenomenal increase In price served to

.~- -cooplIsh what time i~~gazine called “the greatest and swiftest transfer

, i L  .~~ -y in history: the thirteen OPEC countries earned $112 billion

r~~~~~L the re~ . of the world...[in 1974]. Because they could not begin

~o -
~~~~~L. : - d  it cdi , they ran u~ a payments surplus of $60 billion.

”75

;~ -~rci~ r to fully appreciate the enormity of this sum , the Time writers

~~ve tc~ I ll~ -...iri~ 
j ilustrations of the vastness of petrodollars : “At

that rite of accumulation [$164 million a day], the Economist of London

t~~~ .. , O?EC could buy out all companies of the world ’s major stock

-~ . -~ :;c~ in 15.6 years (at present quotes), all the companies on the

s - ;W ‘f-~rk Stock ~xchange in 9.2 years, . . .Ail IBM stock in 143 days, all
~~~~ stock in 79 days. the Rockefeller family~s wealth in six days.. 

- - - ~~~~~~~~~~~~~ --
~~~~~~~~ -~~~~~~~~~~~ - ~~~~~~~~~~~~~~ - - - - - ~~~~~~~~-~~~~ ---~~~~~~~~~~ - -
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CHAPTER 4

CONCLUSIONS

What I have attempted to show in this paper is that oil can be an

effective strategic weapon provided certain conditions are present. As

i. showed in the oil crises of the 1950s and l960s, the attempts to —

manipulate other nations by various oil producing countries, singly or

severally, were doomed from the initiation. By shifting oil supplies and

increasing production in the non—participating producer countries, the

world oil market was able to avoid amy major or extended shortages.1 In

mc,st cases, only temporary and minor inconveniences were t~e result.

Further, as the 1967 crisis vividly pointed out, the producer countries

themselves were the hardest hit. They lacked sufficient reserve funds

to allow their pumps to remain idle for any length of time. Another

major factor was the lack of unity of the producers, particularly among

the Arab oil producers in the Persian Gulf area. Petty squabbles, Arab

infighting, and regional hegemony, all at one time or another, prevented a

solidifying of the various Middle Eastern oil producers.

In 1970, the situation started to change. The Tripoli ãhd Tebran

Conferenceshbrought more money to the oil producers than they could

adequately spend. Many of the old rivalries had faded and were replaced

by closer bonds of cooperation betweeii A~~’u countries . Probably th~ most

significant event in unifying the Arabs was the military successes during

the October War, allowing the Arab world to regain its pride after having

suffered ignoblc defeat on three previous occasions at the hands of the

Israelis.
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At the same time, the situatio~ in the consumer countries had begun

to change. Inflation was causing the industrialized countries to raise

the prites of their goods exported to the Middle East. The prices were

£teadily increasing while the relative price of oil increased more slowly.2

3t~ci nctly, the United States, the world’s leading oil consumer, was becoming

more dependent on imported Gil in general, and on Middle East oil in

1.~~ticuiar.
3 ithi~ combination of circumstances led to the successful ap-

plication of oil as an instrument of coercion in international politics.

The price increases leading to a quadrupling in the price of oil within

five months, were merely a result of the OPEC’s economic strategy taking

advantage of the OAPEC’s political maneuvering.

~-~~at ‘~~- u I d  occur if the OPEC embargoed or OAPEC reinitiated an

a O  or p o ~ -~c:ti on i;~ tback against the industrialized countries again

.-~~ th~n iu.ence th: ir  for e~~ n ~olicy?

In res~;anse to the ~974—4 oil cri~is, the United 8tates sponsored

~he formation of the Lr ~~L e~~ ~-~t ional Energy Agency (tEA) , an organization

~~~i counter such ru ~h.rts~ er as embargoea and production cutbacks of

~rc~alf of the -iuc:,. T~i all, 15 countries belong to the lEA “which

iUC lude all tti~ developcd nan—soc ial i s t  countr ies . ”5 The lEA membership6

accounted for 80 percent of all the oil imported in 1974. The concept is

to use oil reserves to aid meubers who experience shortfalls of 7 per

c~-~z-~t or more of their petroleum requirements. There are also provisions

reqairing all ldbcts to ~n~~re total production and oil imports during

petlods oi auç.~ ly shorcag~~ . ~ ~~~~~.
- ward-. of Edward N. Krapels , “the

~-ktr abencnc of aS oil crisis d~~i~ ad c3 ttl~~it. -tely on the degree of political

solidarity among the importers.”7

—-—--—-- —-—- - - -  - -
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Based upon the experiences of 1973—4 , I seriously question the

“degrue of political solidarity” among the members of the lEA , particularly

the European members, when faced with the option, as in 1973, of siding

vyith the oil producing countries and baing assured of sufficient oil sup—

plies or opposing the producers and rema ining together with tEA , knowing

reductions of oil would t~e unavoidable for an unknown period of time ,

~n~n~~y ri:-;~~.j~ .~~~. ilac~ tt -o loss of economic growth if not disaster , as

in -Japan ’s case . and possible alientation of their citizens. It would take

only one or two defectors to crack the unily of the lEA or any other

similar organization and a repeat of 1973-4 might well ensue.

A : ? t 1 - ~-; s J 1 y ,  with the United States currently the world ’s leading

- . ~ ;t .~~t :y , 8 ~-~~~ in~; an imports for more than 47 per cent of her

~~~~~~ (as o~ ~ ~~~~~ 1978),~ would the U.S. industry and the

:-~- ic3n ~uhljt :~~ j I  ~w tr.~ ~~~~~~~~~~ to create a more severe oil shor tage

— ~~~~~ an emba~~ o, ~~~~~~ more intense economic problems, by sharing any —

~I the ~~ -~~iuti -.g 53 r~-~ 
cent wi th  othe r members of the lEA ? Further ,

:.d ~~~~~~ othe r ~~~~~~~ C i  tt~e lEA risk an embargo themselves to share

-
~~ ~j1 .r~ Unit r Sta tes?  A def ini t ive answer is , of course , in—

~r-~~~1hle to p roj ect , but 1 submit that any Administration in Washington

~c: ai~~ ring such a move would have to seek Congressional approval prior to

re~~~~~i~~ any U.S. petroleum J~;r export , nod that might prove difficult to

10
~ b . aj ~~.

8iutro~ ~~~~~~~~~~~ i - -
~ C~~ Ii , P~ofesgo r c-f Political Scier.ce , Cairo

s~~; up t~ c ~~~~~~ ap~ i1cation of the oil weapon thusly: ‘ It

shnuid aiwayb r ~it~ cid t h r ~ tl~a real strength of the weapon lies in

It~. function - i - . -~ ~~~ ~~~~~~ ri~ t~~r t~-as~ ar. instrument of coercion .”~~

-— - -

-

-~~~~~~- - - - --~~~~-- ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
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ftLl ~~ i1 continue to be effective as a strategic weapor. in the

f o :~ 3t:-eat le fut -~re so long as those conditions outlined previousl y

.~o1idat1ty of the producers , su f f i c i ent monetary reserve8 under

t~ie~: :~-:~~;~-1 t~ aLLow cessat1~~ of pr~;d~C- -~~~n without  disastrous economic

.-~n ~~~~~~ producers , dnd uLi~~ te1), ~~ lang as the consuming

‘ : i ~~~ ie~ ~~~~
- -~~~

- ~~ f-:’:~s1Li~. ..Cnstitutes or 4i ternatives to imported oil.

_ _ _ _ _ _ _ _
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