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US Hunts 0il Abroad, Diesel Burns Home

5/

Midterm test

The November midterms pro-
vide the first major political test
of this calculation. The conflict
is already shaping the campaign
environment. Time magazine re-
ported that approval of Trump’s
handling of the Iran war among
Republican voters had fallen
sharply as the conflict dragged
on and began affecting house-
hold finances.

The Washington Post has like-
wise documented Republi-
can candidates breaking with
Trump as the election ap-
proaches. The political signif-
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icance is not simply that some
Republicans disagree with the
president. It is that the issue
is beginning to divide the par-
ty along the most politically
sensitive line of all: economic
self-interest.

A senator can defend a distant
strategic objective. It is much
harder to explain to a farm-
er why diesel costs hundreds
or thousands of dollars more
during a critical production
season. This is how foreign pol-
icy becomes domestic politics.
The war enters the household
through the fuel bill.

A gamble with an

uncertain return

Judging Trump’s policy towards
Iran requires more than mea-
suring military operations. It
requires asking whether the
defined objectives have been
achieved at a cost proportionate
to the benefits. By that measure,
the warning signs are becoming
difficult to ignore. Record diesel
prices are squeezing transpor-
tation and agriculture. Republi-
cans are demanding emergency
measures. Candidates in com-
petitive races are distancing
themselves from the president’s

The coming petrostate reckoning

war policy. And the conflict is in-
creasingly becoming associated
with the very affordability pres-
sures that Trump built his polit-
ical identity around addressing.
That does not establish an elec-
toral outcome. Nor does it prove
that the war will ultimately fail
on every strategic objective. But
it does establish something po-
litically important: the adminis-
tration has not been able to keep
the costs of its Iran policy sepa-
rate from the economic concerns
of American voters.

That may become the defining
weakness of the strategy. A war

that was supposed to demon-
strate American strength is now
being measured, in part, by the
price of diesel. A foreign policy
decision designed to increase US
leverage is producing pressure
on the domestic economy. And a
president who promised to put
American workers first is asking
many of those same workers to
absorb a growing share of the
conflict’'s economic cost.

The $6.45 diesel price is there-
fore more than a market statis-
tic. Itis a political receipt. And as
long as the war continues with-
out a clear strategic resolution,

that receipt will keep arriving
at the most politically sensitive
address in America: “the house-
hold budget”. For Trump, the
central question is no longer
whether his Iran gamble carries
costs. It plainly does. The harder
question is whether the United
States is receiving enough stra-
tegic benefit to justify them.
Until the administration can an-
swer that convincingly, the argu-
ment that Trump’s Iran gamble
has failed (not necessarily militarily,
but strategically, economically and politi-
cally) will only become harder to
dismiss.
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As the Ansarullah (Houthis) seize
the Red Sea coast of Yemen, the
price of oil briefly spiked again
to over $100 a barrel. Diesel fuel
remains at record highs due to
a lack of refinery capacity. This
was in addition to a series of
drone attacks, coming from
Iraq, on the East-West Pipeline
that has been increasingly used
since the war began to take the
pressure off the blocked Strait
of Hormuz. Saudi Aramco was
able to restart the pipeline after
roughly 10 days but getting the
pipeline back to normal capaci-
ty could take a couple of months.

HdVYDAT4L AHL

About half of the
fieldslistedinthe
US-Venezuela

roughly 80 percent of oil re-
serves (Saudi Aramco is the largest and
most profitable). Flowing oil reve-
nue tends to make governments
less dependent on taxes and
thereby unaccountable to citi-
zens. The economies of petro-
states outside the oil sector tend
to stagnate. As Emma Ashford
explains in her book, “0Oil, The
State, and War,” petrostates are
also more likely to start wars.
0il wealth props up the global
arms trade and provides petro-
states with diplomatic leverage
to start wars.

Of course, geology isn’t com-
pletely destiny. Places like Cana-
da and Norway exist. However, a
list of the 17 countries where oil
makes up at least 40 percent of
state revenue shows many of the
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the details of the Trump admin-
istration’s oil deal with Venezu-
ela remain murky. Something
about “100-year concessions
for 17 oil fields with proven re-
serves of approximately 65 bil-
lion barrels” that the Venezuelan
government (supposedly an interim
government) Will grant a company
called North American Blue En-

“greenfields,” meaning not devel-
oped at all. According to recent
analysis by Global Energy Moni-
tor, it is now taking more than 15
years to get a field from discovery
to production. Oil won’t be flow-
ing to the US strategic petroleum
reserve any time soon. It is not at
all clear that future US administra-
tions or Venezuelan governments

US Energy Department is put-
ting more effort into saving re-
tiring coal plants than building
out growing sources. Last year,
the department cancelled nearly
$8 billion in clean energy grants
(in court filings from July, the administra-
tion conceded that the cancellations are tar-
geted in states represented by Democrats).

Coal’s share of the US electricity

2030). An interesting recent re-
port by the climate change think
tank E3G, titled “Playing the Oil
Endgame,” examines the effect of
declining oil revenues on petro-
states.

Hearing the words “decline”
and “petrostate” together could
definitely be music to the ears.
Petrostates, defined as countries
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people abroad. Add to a loss of
revenue the local effects of cli-
mate change and debt payments
— Angola already spends almost
30 percent of government reve-
nue on servicing public debt,
and it’s a potentially combusti-
ble mix.

Transitions can be tricky, to say
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it doesn’t take equity stakes in
companies (a Pentagon-written brief
leaked to The Guardian refers to a work-
around using “warrants” in NABEP: rights
to purchase shares, rather than the shares
themselves). The Venezuelan side
lists a 25-year contract, noth-
ing about concessions, and the
Venezuelan constitution bars
the government from signing
over ownership of oil resources.
The chief executive of NABEP
is Alejandro Betancourt, who
is under investigation by Swiss
authorities for laundering mon-
ey allegedly stolen from Vene-
zuela’s state oil company (notlong
ago the US government was investigating).
NABEP will supposedly invest
$100 billion in Venezuela but
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from proclaimingthe
“biggestoildealin
world history”.

However, poverty in Nigeria has
increased, not decreased.

Managing these risks is symbi-
otic with accelerating the spread
of cleaner energy and mitigating
the effects of global warming. In-
ternational cooperation will be
critical for both the energy tran-
sition and developmental aid to
blunt any downsides. The 2015
refugee crisis and its awful lin-
gering political aftershocks (like
Trump, Le Pen, the AfD) show what
a lack of such cooperation can
bring. With greater global chal-
lenges coming fast, a greater
global response will be needed.

The full article first appeared on
Common Dreams.




