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Résumeé

Petrodollars - the dollars accumulated by oil-producing countries as revenues for oil exports — are usually considered key to
our understanding of the renewal and transformation of US power during the 1970s. Yet, in the context of a large and expanding
literature, in which the essence of such power is described by terms as diverse as dominance, hegemony, empire or pax
americana, scholars hold different views as to the precise nature of the link established between petrodollars and US power at
the time. After reviewing the state of the literature, this essay discusses the issue based on declassified documents from US
and British national archives by focusing on the way Saudi Arabian authorities allocated their vast oil earnings. While
conclusive evidence is still lacking, it appears likely that Saudi choices were shaped by US diplomatic démarches and economic
inducements, as well as by US offers of an ambivalent military “protection”.

Back to top

Introduction

1 There is basic agreement among scholars on three main points concerning the link between petrodollars - the dollars
accumulated by oil-producing countries as revenues for oil exports — and the renewal and transformation of US power in the
1970s. The first concerns the fact that, with oil priced and sold maostly in dollars, and oil prices abruptly quadrupling in the last
two months of 1973, during the 1970s the United States kept benefiting from the central position of the dollar in international
monetary affairs, despite the end of its convertibility into gold in 1971.7 The notion that an oil-dollar standard replaced the gold-
dollar one is debatable, but the link with oil - then the major commodity in world trade - did ensure that the dollar keep a major
role in world monetary reserves and trade transactions.2 With that came what political scientist David Spiro has aptly described
as a “double loan" enjoyed by the United States: the US could print dollars both to import oil from OPEC and to import goods
and services “from all other economies that had to pay dollars for oil but could not print currency”.3 Thus, in historian Charles
Maier's parallel between the US and British “empires”, it was “especially because OPEC countries continued to price oil in
dollars” that the United States could continue to “enjoy the monetary privileges of its imperial predecessor”.4 While putting
greater emphasis on the new challenges that the abuse of such position would soon put before the US government, historical
sociologist Giovanni Arrighi concluded that

[flrom 1973 to 1978, the abandonment of the gold-dollar exchange standard appeared to have resulted in the
establishment of a de facto pure dollar standard that enabled the United States to tap the resources of the rest of the
world virtually without restriction, simply by issuing its own currency.>
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The second point of agreement is that a significant portion of the petrodollars accruing to oil-exporting states — around 1708
billion in 1973-77, according to the IMF5 - were not “absorbed” through increased imports, but deposited in dollar-denominated
accounts, particularly - though not exclusively — with US banks operating both in the US and in the London Eurodollar market.
Of course, in many ways selling oil in dollars and depositing petrodollar revenues in dollar-denominated accounts reinforced
each other. Thus, in his history of the dollar’s “exorbitant privilege”, economic historian Barry Eichengreen observed that

there was no shift away from the dollar [after the end of Bretton Woods]. Volatility there was in the share of dollars in
foreign exchange reserves in the 1970s, but no secular decline. The dollar's share of total identified international
reserves remained close to 80 percent in 1977, as the United States pumped out dollars and the members of the
Organization of Petroleum Exporting Countries (OPEC), having jacked up oil prices, parked their earnings in New York.”

The third point of agreement concerns the transformation induced by petrodollar flows in US power itself. On the one hand, the
aforementioned “double loan” facilitated the transition toward a new configuration of the international economy in which the
United States, long the world's industrial powerhouse, now exerted its influence (also) by accumulating external debts. On the
other, petrodollar flows contributed to feed the transnational business of Western commercial banks, with US-based banks in a
leading position. In Maier's formulation, this was the beginning of the “striking” transformation of the United States from an
“empire of production” to an “empire of consumption”.8 In historian Peter Gowan's more radical view, it was the beginning of a
“Dollar-Wall Street Regime” and of “Washington’s Faustian bid for world dominance”.?

There is more controversy, however, on what determined such outcomes. According to a well-established version of the story,
“free markets” stepped in autonomously as the multilaterally-managed Bretton Woods system showed repeated symptoms of
stress and crisis in the early 1970s, particularly after the second devaluation of the dollar and suspension of fixed exchange
rates in March 1973. In this view the financialization of the world economy would be somewhat self-explanatory, the fact that
the US dollar was the established currency for international transactions would explain its use in oil transactions, and the
superiority of US banks in managing dollar-denominated assets would explain why US banks took the lion's share of petrodollar
deposits. Thus, the renewal and transformation of US power described above would have been only an indirect result of the
work of “unfettered private markets” in the “recycling of petrodollars” from oil exporters with limited import capacity -
particularly the Arab states of the Gulf - to oil importers with great financing needs - particularly in the developing world. In the
words of the former chairman of the Federal Reserve, Paul Volcker,

the mechanism was simplicity itself. The major oil exporters found it convenient to place large parts of their dollar
accumulations in the big, well-known international banks, particularly in the form of short-dated Eurodollars. [..] The
banks, now awash with liquidity, found willing borrowers for these huge sums in Latin America and elsewhere.10

Dear to “neoliberal” thinkers and policymakers since the 1970s, such interpretation has more to do with conventional wisdom
than with factual analysis. As noted by various critics, it suffers from at least two main flaws. First, private banks in London and
in the US were indeed the destination of a relatively large portion of OPEC’s investments, but by no means the only one:
according to statistical data from the Bank of England, private banks collected roughly 40% of OPEC’s financial surplus (35.5%
with Eurodollar banks including US banks in the Eurodollar market, and 4.5% with US banks in the US), while the rest ended in
direct bilateral and multilateral aid and loans to developing countries (around 18%), US government securities (11%), portfolio
investments in the US (7%), IMF and World Bank facilities (6%), and direct and equity investments in other industrialized
countries (15%).17 Secondly, a large portion of the loans issued by private banks actually went to the oil producers themselves,
both OPEC members or non-members such as Mexico.12 To the extent that they did “recycle” petrodollars to oil-importing
countries, private banks made loans only to a very small group of rapidly industrializing countries (led by Brazil, Argentina and
South Korea), while the financing of oil-related deficits for most other developing countries came from official bilateral and
multilateral channels.13
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If private banking was not the sole recipient of petrodollar flows, and if petrodollar flows had governments and international
institutions involved at all ends (depositors, intermediaries, and final recipients), the allocation of petrodollars by just “free
market” logic appears rather shaky (at least if a “free market” is considered to be incompatible with state activism).'# In
particular, the reason why the oil-producing countries invested predominantly in dollar-denominated assets, including around
one-tenth of their total earning in US Treasury securities, becomes open to alternative interpretations. According to one, the
explanation lies in a well-orchestrated plan by US President Richard Nixon, who allegedly manipulated OPEC into raising oil
prices from the beginning, with the ultimate goal of empowering the US Treasury and Wall Street over the ruins of the embedded
liberalism of Bretton Woods.? In reality, there is little hard evidence to prove the existence of such a grand plan. It is indeed
possible to claim that in the early 1970s various US officials expressed, both privately and publicly, a relatively relaxed attitude
toward somewhat higher oil prices: according to some Treasury officials these could facilitate domestic oil development in
high-cost Alaskan fields;1® according to Secretary of State Henry Kissinger, higher oil revenues to Iran would support the Shah's
military build-up on the southern flank of the Soviet Union;!7 and for some officials with good Wall Street connections, under
appropriate palicies, higher oil prices might also lead to growing returns of dollars to the US banking community.'8 But from
here to the claim that the US government orchestrated the actual “oil shock” - not vaguely “higher prices”, but a fourfold price
increase in only two months -, the step seems frankly quite a big one.1?

Alternatively, according to the two authors of a recently published official history of the Saudi Arabian Monetary Agency (SAMA,
that is the Saudi Central Bank), there was an active role of the US government in facilitating Saudi investments in the US - and
US Treasury securities in particular -, but it was limited to working out the “most practical solution” for a notoriously risk-averse
investor as the Saudi state.20 Indeed, the representation of the US as a rather passive beneficiary of the consequences of
international processes has been recently canonized in Daniel Sargent's claim that “the United States has been [..]
exceptionally lucky. Fortune - in the form of outlandish endowments - are [sic] what enabled the formulation of a Pax
Americana”.Z1 In the absence of much evidence from the investors’ side, this version of the story cannot be ruled out. After all,
ever since Machiavelli, “fortune” (fortuna in Italian) is one of the foundational concepts in Western political science, even
though the Florentine thinker was much more pessimistic about its effects on human affairs.

However, the choice for interpretation is not limited to that between a virtually all-controlling United States and an almost
completely passive one.22 Thus, in keeping with a Machiavellian language, the sections that follow attempt to show that, even
without the need to resort to Borgia-style conspiracies, the American “prince” did deploy some “virtue” — well beyond that
required by working out “practical solutions” - in order to ensure that a large share of petrodollars end up in dollar-denominated
assets in general, and in US-banks and the US Treasury in particular.

The challenge of petrodollars

The hike in international oil prices in the early 1970s constituted a challenge to world political and economic equilibria,
particularly after the “oil shock” of 1973.23 As the balance of payments of oil-importing countries fell into trade deficit in 1974,
governments were called to decide whether to reduce imports, promote exports or borrow their way out of the “oil crisis”. Each
of these solutions carried potential problems: reducing imports of oil could lead to shortages of fuel and bring economic
activity to a halt; promoting exports could lead to beggar-thy-neighbor policies; borrowing required availability of lenders. In
practice, the seven largest industrial economies as a whole quickly turned their trade deficit into a surplus by 1975, shifting the
burden of adjustment onto the oil importers in the developing world.24 While some oil exporters, most notably Iran, “absorbed”
a large portion of their oil revenues by increasing imports apace, other countries with large oil sales and small populations -
particularly Saudi Arabia, the United Arab Emirates, and Kuwait — were “low absorbers”, that is they were unable to increase
their imports significantly: this is where liquid petrodollars originated.25

Capitalist logic wants that private banks take deposits, on which they pay interest, only if they can make profitable loans. During
and after 1973, private bankers increasingly voiced their fears for the incapacity of the banking system to absorb the increasing
amount of short-term deposits by Arab petro-states.26 Thus, in international forums, the “recycling” of petrodollars - from the
oil producers in surplus to the oil consumers in deficit - came to be seen as a way to avoid several alternative dangers: that of
a steep contraction of oil imports by the developing world, that of the contraction of OPEC's oil exports, and that of the oil
exporters’ use of their newly acquired wealth for “political purposes”.2”
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Under the Bretton Woods system, then in deep crisis but technically still the norm of international monetary affairs, the
financing of abrupt deficits in balance of payments was the task of the IMF.28 In reality, as seen above, during 1974 and 1975
the IMF's role as a lender was rather marginal: it contributed to giving implicit guarantees to private bankers, but in quantitative
terms it was limited to the two “oil facilities” established at the initiative of managing director Johannes Witteveen.2? There is
substantial agreement that from 1973 to 1975 an insurmountable opposition to a larger role for the IMF came from the US
government, increasingly intent in promoting “a new financial liberalism”.30

But US opposition was not limited to vetoing theoretical IMF-led recycling schemes. Taking into consideration Saudi Arabia,
soon to emerge as the single largest holder of petrodollars, Ahmed Banafe and Rory McLeod explain that

[iln early 1974, [SAMA governor] Anwar Ali had been in a difficult position. He had historically placed the bulk of the oil
income with commercial banks, mainly in the Eurodollar market. This was unsatisfactory now because it meant placing
and then rolling over short-term deposits in huge amounts, stretching SAMA's investment team and its telex operators
to the limit. It also meant that SAMA was exposed to Western banking risk. [..] Meanwhile, he pursued two other routes
- setting up a development bank and lending money to the International Monetary Fund (IMF). [..] For Ali, the former
IMF official, using the IMF was an obvious route but it foundered on two obstacles. The Fund would not pay him a
commercial rate of interest for buying assets, known as Special Drawing Rights (SDRs). If Saudi Arabia could have been
given an executive directorship, there might have been a compromise on the rate of interest. But the Americans were
concerned about losing their veto over the Fund as their share of the quota declined, and they stalled consideration of
this idea, so SAMA made no big SDR purchase.3]

Thus, it is correct to point out that the IMF had limited resources to deal with recycling.32 But if the long citation above is a
reliable interpretation of SAMA's predicament, it seems it had few resources also because - as another famous Florentine
would have put it - “it was so willed, there where the power was”.

Back to top

New evidence on US-Saudi agreements

On the basis of abundant evidence, political scientist Eric Helleiner has illustrated how Washington's (neo-)liberal shift was
based also on the expectation that a more liberal system would allow the dollar to exploit the attractiveness of the US financial
market and Furodollar market.33 Thus, besides containing the role of the IMF, in January 1974 the US administration facilitated
the emergence of private finance by unilateral action when it removed all remaining restrictions on the flow of funds to and from
the US and allowed US banks - beyond those already active on the London market - to participate in the management of
petrodollars.34

As the year progressed, despite widespread skepticism among private bankers about their own capacity to meet the great
challenges posed by OPEC's funds, the notion that private markets should play a significant role in “recycling” conquered
greater acceptance among international policymakers.35 In September a communique by the central bankers of the Group of
Ten openly stated that “means are available for that purpose and will be used if and when necessary”, de facto assuring private
banks that they would be rescued with public money, should their petrodollar loans go wrong.3¢ Yet, the US government's
activism was not only aimed at “creating markets”, as Karl Polanyi would have it. As shown by Spiro, in the second half of 1974,
while Gerald Ford replaced Nixon in the White House, US officials also moved at the highest levels in order to ensure that most
of the oil revenues of Saudi Arabia would flow to various US destinations, including directly into the US Treasury.37
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At the Washington energy conference of February 1974, Western industrialized countries - except France - had pledged not to
compete for preferential agreements with oil exporters.38 In order to avoid preferential financial agreements, discussions were
also held throughout 1974 for the creation of a “financial safety net” within the OECD.39 But neither the empowerment of private
commercial banks nor the discussions about the OECD safety net served to prevent Western governments from competing in
what a specialized magazine called “the battle for the petrodollar”.40

The US government played its cards skillfully: on 8 June, at a ceremony in Washington DC, Secretary of State Henry Kissinger
and Crown Prince Fahd signed before cameras a framework agreement for the creation of two joint US-Saudi commissions (an
economic one, and a military one), aimed at the promotion of Saudi investments in the US in exchange for US cooperation in
technology and in the modemnization of Saudi Arabia’s armed forces.#1 In the following months, the meetings aimed at setting
up the Joint Economic Commission provided the context in which US Treasury officials negotiated with SAMA a more specific
agreement, allowing Saudi authorities to purchase US Treasury bonds outside regular auctions and at preferential rates.42 This
last agreement, evidence of which was first uncovered by David Spiro's research in the 1990s, has achieved semi-mythical
status over the years for the aurora of mystery that surrounded it (until 2016 the US Treasury grouped Saudi Arabia’s holdings
with those of other nations under the generic heading “oil exporters”).43 As declassified US sources now show, US
Undersecretary of the Treasury Jack Bennett and the new SAMA Governor, Abd Al Aziz Qurayshi, finalized the so-called “add-on
arrangement” at the end of a lengthy negotiating session in Jidda on 11 and 12 December 1974, and Ambassador James Akins
immediately notified Kissinger:

The Saudi governor accepted the proposal to have a new confidential relationship through the Federal Reserve with the
treasury borrowing operation. When announcement of an issue is made, SAMA will be queried as to its interest in
purchasing additional amounts of the same issue at the average price of the auction. Certificates for these additional
amounts will be issued and probably deposited in one of the banks on deposit for SAMA. In the event that SAMA
wishes to dispose of these issues ahead of their date of maturity for any reason, notification will be given Treasury at
least two days ahead so that market forces can be evaluated and an offer made to SAMA if judged necessary to
prevent disruption of the ordinary market in such issues.44

In light of such information, it is easier to understand both the overall context for Saudi investments in dollar-denominated
assets, and the more specific rationale for Saudi investments in US Treasury bonds. During the negotiations that led to the
arrangement, Saudi negotiators had consistently asked that the US guarantee “confidentiality” on Saudi investments, while
adjusting the tempo of the negotiations with that of the evolution of other openly “political” issues in US-Saudi relations: for
example, it is easy to connect the telegram that the US embassy in Jidda had sent to the State Department on 28 august,
stressing that SAMA's governor Ali Anwar was “"somewhat negative on Treasury issues”, with the one the embassy sent one
week later, stressing that the “Saudis fear[ed] their oil money might end in Israel”.45 In general, the US ambassador to the
kingdom expressed no doubt that the “decision to pick up special issue at any meaningful level [was] dependent on political
factors”.46 After the conclusion of the negotiation, the “add-on arrangement” duly began to work in early 1975, with a first
SAMA purchase of some 2.5$ billion of Treasury issues through the Federal Reserve Bank of New York.47

Detour: why “petrodollars”, by the way?

Before returning to the political context of US-Saudi financial relations a short detour is required. As mentioned above, with oil
prices increasing by 70% between 1970 and 1973, ideas and proposals for “recycling” had been circulating in banking and
government circles well before the actual “oil shock”.48 The neologism “petrodollars” materialized quickly: the New York Times
used it for the first time in September 1973 in a quote from a congressional testimony by the chairman of Lehman Brothers
bank.49 Le Monde used its French translation for the first time in November 1974, quoting from an interview with the Algerian
Minister of Industry and Energy.0 But it took some time for “petrodollars” to make their way next to other expressions as “oil
earnings”, “oil wealth” or “OPEC funds”: beyond form and style, a good reason for this was that until 1974 the dollar did cover a
large portion of international oil transactions (around 75%), but still left a good 20% to the British pound.51 The latter lost
ground as a petro-currency only in the two following years, falling to 11.8% of total transactions in 1975, and to a 6% in 19786,

after ARAMCO - the Saudi-American Oil Company - at the end of 1974 decided not to accept it any longer as payment for its
0il.52

In practice, what is usually considered as the starting point of most accounts of the dollar's post-Bretton Woods centrality -
that oil was inertially priced and sold only in dollars - should be seen instead as one of the results of the complex international
processes at work in the early 1970s.

In the days following the announcement, the American refining companies that kept pound sterlings in reserve quickly
discharged them, plunging the pound to deep lows.53 From a longer-term perspective, that was the moment at which the
equation between “petrodollars” and “oil earnings” came to be a more precise one and when the oil-dollar link consolidated as a
quasi-exclusive one.



22 Based on the available sources, the dynamics that led to this important Saudi decision are not entirely clear. What is known is
that Saudi Arabian authorities enjoined ARAMCO not to sell its oil in any other currency than the US dollar on the same days
during which SAMA was finalizing the add-on arrangement with the US Treasury.5# Of course, such striking coincidence of
dates might be accidental: in the same period, the Saudi government was also discussing oil price indexation within OPEC,
negotiating with US majors the complete takeover of ARAMCO, and hosting the British Chancellor of the Exchequer on an
official visit to the kingdom.[55 US sources indicate two alternative scenarios. On the one hand, in his telegram to Kissinger
announcing the “add-on arrangement”, US ambassador Akins wrote laconically that

[rlegarding yesterday’s (dec 11) surprise decision to require sales of oil only in dollars, the governor [Al Qurayshi] said
only that it had been unfortunate that the decision had become known while Chancellor of Exchequer was on visit to
kingdom [..]. No further explanation given of Saudi decision to leave sterling.50

23 On the other hand, Fred C. Bergsten, then serving as Assistant Secretary of the Treasury for International Affairs in the Carter
administration, drew a different picture some years later - in late 1978 —, when he wrote to the Secretary of the Treasury
Michael Blumenthal that

in response to US requests the Saudis have held the line on il prices and assured the US that they will not denominate
oil sales in a currency other than the dollar and will not try to diversify dollar holdings into other currencies.57

24 Neither document allows a definitive interpretation: ambassador Akins might have been expressing his own surprise (and not
necessarily that of the US negotiating team), while Bergsten had not been present in Jidda in 1974 and might have been writing
with little knowledge of the facts.58 But while the timing of the two Saudi decisions - on oil sales and petrodollar investments
- could be merely coincidental, it is frankly hard to believe that either decision could be made without an appreciation of the
general developments at work in US-Saudi relations.

Back to top

Saudi decisions in the context of US-Saudi relations

25 In 1974 the accumulation of dollars was not a self-evident blessing: the US currency had been devalued twice in the previous
three years, and the future of the international monetary system was a hotly contested issue, particularly after the passing of
the two resolutions of the United Nations General Assembly on the Establishment of a New International Economic Order and
the unsuccessful conclusion of the works of the IMF's “Committee of Twenty”, in May and June 1974 respectively.5? Of course,
in the aftermath of the Arab-Israeli war of 1973, the Arab “oil embargo” and OPEC's price hike, it is also hard to believe that the
relations between Washington and Riyadh were business as usual .60 In short, in that connection, Saudi investment and oil-sales
decisions should not be taken as foregone conclusions.
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In order to show that Saudi Arabia’s choices were at least in part politically motivated, David Spiro presented as a
counterfactual the more diversified investments by Kuwait's Future Generation Fund, created in 1954 and endowed with a
certain degree of independence from the Kuwaiti central bank and Finance ministry.61 Banafe and McLeod have written that
Spiro's work “is useful when he stops seeing American exploitation of its dominant position behind what was simply the most
practical way of resolving the problem” of managing SAMA's abruptly increased wealth.2 But if we are to trust their account of
SAMA's original preferences quoted above — an IMF-led recycling scheme with an executive directorship in the organization,
had they not run against US opposition -, the two authors seem to fall in a quite patent contradiction.63

Indeed, Saudi choices seemed rather “political” to qualified US observers: in June 1977, Alan Greenspan, who had just stepped
down from his role as chairman of the Council of Economic Advisers in the Ford administration, told Carter’s Treasury Secretary
that he “would not worry” about the possibility that OPEC divest from a weak dollar, since “the Iranians and the Saudis are non-
market decision-makers”.64 In that connection, it is often noted that by the mid-1970s Saudi Arabia became a major importer of
US military equipment, for amounts that jumped from 305$ million in 1972 to 5$ billion in 1975.65 It also appears likely that the
launching of the Joint Military Commission by Kissinger and Fahd in 1974 was the symbol of an implicit US extension of
“protection” to the kingdom.66

Yet, if US-Saudi relations in the mid-1970s eventually ended up in a quid pro quo agreeable both to Washington and to Riyadh,
the road to reach it was not a linear one. As historian Charles Tilly would have it, US “protection” came with “two contrasting
tones”.67 In the same months when Washington and Riyadh enhanced their military cooperation, the US government also
addressed two discernible kinds of threats against Saudi Arabia and the other oil-exporting countries on the western shore of
the Gulf. The first came through the public comments of high-ranking officials which more or less openly threatened the use of
force against the oil exporters. In particular, during a television interview in the months of the “embargo”’, Defense Secretary
James Schlesinger declared that

the independent powers of sovereign states should not be used in such a way as would cripple the larger mass of the
industrialized world. That is running too high a risk, and it is a source of danger, | think, not only from our standpoint but
from the standpoint of the oil-producing nations.58

In September 1974, with the “embargo” over but oil prices still high, President Ford and Secretary of State Henry Kissinger
delivered two speeches very critical of oil producers, and an unnamed “senior Administration official” was reported as saying
that “some form of military action could not be ruled out”: Schlesinger’s following reassurance that the US “was not
contemplating military action against the oil-producing countries in the Middle East” only made the military threat more present
to the readers (as students of George Lakoff's invitation “not to think about an elephant” know very well).69

A second form of threat remained in place well into 1975. As documented by Andrew Scott Cooper, Iran’s military buildup -
again with US weapons - assumed objectively ominous features from the Saudi perspective, also in consideration of the fact
that Kissinger did not dislike generating some uncertainty for the Saudis on the matter.”C At any rate, US records more than
once reported about the bitter complaints by Saudi diplomats, convinced that the US was using Iran to threaten Saudi territorial
integrity and security.”’

All of this should indeed be taken with caution. In the first place, US troops’ morale and will to fight in the wake of Vietnam was
not at its highest, nor did Congress look particularly enthusiastic about launching another major war in those days.”2 Secondly,
the possibility of an intervention, or even a US green light to an Iranian operation, had to be weighed against the possibility of a
reaction by Moscow, only months after the quasi-showdown of October 1973.73 Yet, even if it were only a bluff, it appears that
Saudi authorities took it seriously: in January 1974, the New York Times cited several sources reporting about Riyadh's
authorities having “wired their oilfields with explosives that would be detonated in case of an attack by American
forces”.”4 Even Banafe and McLeod have written that, in the wake of the price hike and “oil embargo”, “King Faysal ordered
Prince (later King) Abdullah to reinforce the National Guard's protection of the oilfields with orders to destroy the facilities if the

Americans attacked”.”> Most interestingly, according to the two authors,

[tlhe alternative to occupying the Saudi oilfields was for both sides to manage the consequences of the high oil price.
Saudi Arabia took the initiative in responding to the crisis and SAMA played a pivotal role in shaping that response. [._]
The foreign reserves would be recycled back to the West, and particularly to New York, for investment in US banks and
Treasury bonds to help finance the balance of payments deficits that the oil price hike had produced.”6

All in all, this appears to be another strong proviso to their claim that US-Saudi financial arrangements were only “the most
practical solution” to SAMA's accumulation of petrodollars.
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Conclusions

The analysis carried out above leads to a set of conclusions. First, “market logic” was more a discursive justification for, than
the actual driver of, the process of creation and allocation of petrodollars, at least if “market logic” is considered as inherently
opposed to “power logic”. Secondly, there does not appear to be sufficient evidence to support the claim that the entire process
followed from a machination of the Nixon-Kissinger duo. Third, the US government was extremely active throughout 1974 on
the petrodollar front. Of course, in the following months and years, all other actors — some easily, some grudgingly — adapted to
the realities that US unilateral moves and US-Saudi bilateral relations had helped to shape: in November 1975, at a summit in
the castle of Rambouillet, the heads of state and government of the six largest Western economies ratified the changes that
had occurred in the intemational monetary and financial system since 1971.77 And in April 1978 the second amendment to the
IMF’s charter marked the formal beginning of a pure dollar standard.’® But the eventual acceptance of the changes by other
actors does not automatically imply the “naturality” of the process itself.

In particular, as far as the Saudi role as a large investor of petrodollars in the US was concerned, the precise weight of US
actions on Riyadh's decisions would need to be investigated further through Saudi sources, which are currently unavailable.
What seems difficult to believe is that US actions did not weight at all, also in consideration of the fact that those who hold
such a view often fall in contradiction in their own terms. While conclusive evidence is still lacking, it appears likely that Saudi
choices were shaped by US diplomatic démarches and economic inducements, as well as by US offers of an ambivalent military
“protection”. Thus, if such indications are correct, the renewal and transformation of US power in the 1970s - to the extent that
it depended on petrodollars - should not be considered the result of mere “fortune”, but of the active deployment of US power
itself.
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