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 Please Note the following:

1. This is just an outline of my lecture. It is not a formal research paper at all.

2. The percentage numbers are designed to motivate discussion. They are meant to reflect the weights and facts of this lecture that I put together, however. 
In summary:

A. Oil and the nature of the Middle Eastern Economy = 65%
B. Terrorism, Election politics and Angry America wants to retaliate (20%)

C. Saddam Hussein Possessed Weapons of Mass Destruction (WMD) = (10%)

D. Religious and Cultural differences (5%)

E. Changes in American Foreign policy: bring democracy and prosperity to the region = 0%
1.
Oil and the nature of the Middle Eastern Economy (65%)
This is my major theme and I will divide this issue into 2 major ideas: oil as a curse (poison)
a) For the countries themselves and 
b) For us  
I.
Oil as a curse for the people in oil producing countries:

i. Oil invites rent-seeking activity 
Highly limited but highly concentrated resources (such as oil and gold and diamonds) invite rent-seeking behaviors because they provide huge rents (huge rewards in excess of effort- See Birdsall and Subramanian, in Foreign Policy, July/August, 2004, for example). This is because of the opportunity cost involved. Those who tend to have access to these highly valued and limited resources understand that it means a lot to them and they will do everything in their power to possess it. It allows them to “buy” influence and the government itself. This opportunity cot, therefore, very high especially for resources that are non-renewable and those who tend to be greedy understand this and the cost of not controlling these resources become too high for them.

ii. If they cannot take control of these resources by themselves, they will invite foreigners to accomplish their purposes. One explanation for the past and present strong association between foreign powers and some leaders in the Middle East this shared and very tempting benefit for both.  So, if you are looking for one of many reasons why some people in Middle East hate foreign powers in general, and the U.S. in particular, here is one explanation. That is, strong powers from the west tend to associate themselves with autocratic regimes and despots in the Middle East and elsewhere.    
iii. Empirical evidence suggests a strong correlation between rent-seeking activities and corruption.  In fact, Empirical evidence also suggests that, because these resources raise rent-seeking activities, they   impede market based economy, democracy, and political freedom.

You will see this phenomenon in all countries having limited and highly valued resources (about 34-36 of them). The two exceptions may be Norway and Botswana (as Birdsall and Subramanian have noted.)  

iv. These kinds of resources are also associated not only with internal conflicts, but also with conflicts neighboring countries.  
Examples: 

a. Internal conflicts: Nigeria, Angola, Russia, Venezuela, Indonesia, and host other countries;

b. External conflicts: The Iraq-Iran conflict in the early 1980s, Chad and Libya in the 1980s, and some minor conflicts between African and Latin American countries
v. (crowding-out of development in other industries) Oil and a few others highly valued and highly concentrated resources also undermine societies and economies because they tend to crowd-out the development of other activities such as manufacturing. This crowding-out tends to be very important especially for those who depend on a few natural resources such as oil and precious metals. These countries need to develop other industries more than others!
vi. (False hope) They tend to give false hope to both the people of those countries and the government. For example, in the 1970s, many of these countries, including our neighbor Mexico, thought that those high oil prices were going to make them very wealthy and the government’s main task was to design mechanism on how to distribute that wealth among the general public. This false hope is also behind the population explosion in the Middle East! These countries will face dire consequences when they run out of these resources. 
vii. (Volatility and economic fluctuations) The volatility of these resources has been documented especially in the oil resource countries and the result has been very devastating. Why? 
a. When demand and prices for these resources are high, governments tend to increase their spending, adding more schools, increasing government subsidies, and all that. When prices fall, schools are left without enough teachers, subsidies are cut. These tend to create internal conflicts between governments and the society who depended on them.
b. They also create economic fluctuations and these cycles could be very dangerous since they create a lot of uncertainties. It becomes very hard for anyone, the layman as well as the educated, to predict accurately. These inaccuracies of expectations not only mislead people and force them to mis-forecast. These mis-forecasts could be self-fulfilling.
II.
 Oil as curse for us and misunderstanding
A. Oil is too cheap to extract in the Middle East (even though it is abundant and can be found everywhere). And this is problem at least for two reasons! Let me illustrate.

i. The cost of extracting a barrel of oil from Saudi Arabia is between $0.50 and $1.00, while it is between $10.00 and $15.00 in North America (see, a commentary by Huber and Mills, Wall Street Journal, January 27, 2005, for example). What this means is that, demand and supply of oil is controlled by countries like Saudi Arabia. Just like the magic wand that my daughter likes to imagine at times, the monarchs of Saudi Arabia can change the price of oil in a dramatic fashion! These countries control not only the prices that OPEC charges but also they tend to make oil prices totally unpredictable (devoid of the mechanics of supply and demand).
ii. (inability to develop oil resources in North America and frustration by the trap) Our domestic (powerful) firms and individuals also tend to fall in a trap: A) On the one hand, they observe how cheaply oil can be extracted in these countries and they want to have access to these resources. They see other countries, including our own European allies benefiting from befriending despots like Saddam Hussein and they did not like it! They did not like it especially when those countries which do not possess a comparative advantage in military power benefiting more than us who enjoy the power advantage!  B) On the other hand, they also see, every day, that their business (benefit) is at the whims of these countries. For example, they have seen their endeavors to develop some oil drilling activities in North America being derailed by some of these countries and especially the OPEC group.  This adds one more frustration on our domestic leaders and especially on those who are involved in the oil business.

Most importantly,

B.
(strong correlation between Oil shortages and economic recessions) – So far, we haven’t found an alternative to oil to move machines, to heat and cool our houses, to drive our cars, etc. In fact, the demand for gas guzzling cars in the U.S. has risen dramatically in the last few years. As a result, there is a strong correlation between higher oil prices and decreased economic wellbeing – even a recession. And policymakers know that. The policymakers also know that the American public like to drive their gas guzzling cars (this is one of the factors for the increased prices of oil – rise in demand) and they know that gas-guzzling car drivers like you may be mad at them if oil prices rise too high.  Because of this, they know that they have to secure a free flow of oil by any means. There was a potential disruption for the free flow of oil, even though it could be a short-term disruption (see next). They said they want to stop it before it happens. 
Having mentioned all of those reasons why Middle Eastern oil could be considered curse for us, I strongly argue that it was a mistake or Misunderstanding for us to invade Iraq for oil reasons. 
C.
Misunderstanding the issue about the potential disruption of oil supply (See the CIA Country Fact Book, for example);

Iraq: economy dominated by oil revenue - 95% of foreign exchange is based on oil; Saudi Arabia: 90% of fx is from petroleum exports (75% government revenues); Kuwait: 95% fx and 80% of government income is from petroleum exports; Libya: Imports 75% of its food consumption and finances almost all of it using oil revenues;  UAE:  nearly 40% of revenue is from oil; Qatar: 55% of its GDP and 85 of its foreign exchange earnings is from oil. Most Middle Eastern countries import a substantial portion of their food from abroad.
2.
  Terrorism, Election politics and Angry America wants to retaliate (20%): 
I divide this into two major themes: a) A push from the general public to do something (retaliate), and b) election politics
A.
A push from the general public: 
i. The American people are tired of being attacked by a small group without them paying any price. Examples: The bombing of the World trade center, the bombing of one our war ship (USS Cole) in Yemen (1998?), killing of American soldiers in Lebanon.  Most importantly, Americans now know that the enemy can strike at home – not just on our interests located overseas!
ii. Osama bin Laden has already declared war on us, and, understandably, we just did not want to wait until they attack us again.
B.
Election Politics and the 9/11 terrorist acts created a windfall for politicians. Let me give you some rationale here:
i. The acts opened a good opportunity for President Bush because he had declared early on (and understandably) that Iraq was his #1 priority. It is reported that he had made this clear to former President Clinton during the transfer of power. He also had mentioned, during the 2000 presidential campaign that Saddam had tried to kill his father.
ii. Political leaders in general have the tendency to create war against another country when they see that it will be advantageous to them. Examples include: Saddam Hussein of Iraq, Ziad Barre of Somalia, Prime Minister of Ethiopia, Milosevic of Serbia,   etc. This parallel between our actions and the actions of despots is quite interesting (and it is also somewhat disappointing as well.)
iii. The president has campaigned on this issue and even has suggested that mission was accomplished after Saddam Hussein was captured.

iv. No established connection between Osama Bin Laden and Saddam Hussein before the invasion - Even president Bush has stated in September 2003 that the U.S. “had no evidence that Saddam Hussein was involved with September 11th.”
v. (double-standard) If it were terrorism, why dine and wine with Pakistan and Saudi Arabia?

3.
Saddam Hussein Possessed Weapons of Mass Destruction (WMD) (10%)

– If Saddam indeed had WMD, I believe the administration might have good reason for invading Iraq. However, one may refute this justification at least for the following reasons:
i. Some people have indicated that the U.S. would not have invaded Iraq if Saddam indeed had WMDs. We can deduce this logic from our practical experience and policy regarding North Korea, India and Pakistan.

ii. Saddam Hussein, probably to his own demise, had sent signals that he did not own any WMDs and he has let the U.S. know just right before the invasion. When this was revealed in the media, the U.S. policymakers responded to that allegation that he had failed to clearly state this via the proper channels and in due time (before we sent our troops to neighboring countries).
4.
Religious and Cultural differences (5%)
If you are asking me why I gave a low probability for cultural and religious differences, here are some of my reasons:
No major differences between Islam and Christianity (in their traditional sense) that really should lead us to conflicts on a sustained basis. For example: Just like Christianity, Islamic principles include: 
i. Believing in one God;

ii. being pro-free enterprise and the respect of private property;

iii. honoring and respecting parents;
iv. not committing adultery;
v. Respect neighbors particular, and fellow human beings in general;

vi. Being humble and honest (and not pretentious). Muslims even give high regard for Jesus, considering him as one of their prophets (but not their God); 
As a person who attended many church and mosque services, I can attest that these are all true. 

If you are asking me why I still gave religion and cultural differences a positive #, here are some of my reasons:

i. There are some groups, most of them disaffected, such as Osama bin Laden group who use religion as a tool to advance their agenda or use it to galvanize their troops to wage war against foreign powers and their own governments. In fact, religion is the only vehicle for them to get together and communicate with each other since there are no other civil and political avenues. 

ii. There have been a conscious effort by the Saudi government to spread Wahabism (a religious thinking that began in the 18th century) and this religious philosophy is somewhat different from the rest of Islam. According many religious experts, it tends to be radical in nature.

iii. (Domestic) There are also some groups here in the U.S. who tries to use religion to advance their own interests. This may include some religious groups, radio talk-show hosts (Bob Dornon? of California, for example) and they tend to emphasize the differences rather than the similarities. Some politicians have tried to use religious believes as well. Example: President Bush uttering the word “Crusade” during his political campaigns. 
Having said that, and even though these differences minor and should not lead us to conflicts, and they are not the major cause of the American invasion of Iraq, religious differences, if mishandled, can lead to major escalations and lead us to serious and long-term conflicts if allow them to happen. Human history is full of these religious conflicts and they are behind most of the major conflicts that had taken place in the past. A lot of devastation has been brought to mankind because of God! History of is also full of evidence on how it has been used to dominate others. Example: the Middle East. It is something to worry about!

5.
Changes in American Foreign policy: bring democracy and prosperity to these troubled nations (0%): 

If this was true and I was to believe it, I would be one of those people who would have marched along with our troops! I have a very hard time believing this being one of the reasons why we invaded Iraq, howeever! 

Why? Let me give you some of my reasons:
a. Why invade Iraq but not other countries such as Saudi Arabia, Pakistan, Egypt, Iran, Ethiopia, and a host of other countries world-wide?  We should not forget that not a single of those of 9/11 terrorists came from Iraq! They came from Saudi Arabia and a few other countries!
b. Vice President Cheney has stated on Meet the Press that one of the mistakes that the U.S. has made included not allowing the CIA to recruit spies even though they may be thugs, thieves, right-wing killers, etc. he has argued for the need of going back to the tactics of the CIA had adopted in the 1950s, 1960, 19970s. It seems that the current administration may be willing to go this kind of idea and practice.   In other words, the U.S. foreign policy geared towards serving our short-term interests. We still deal with quite of despots and dictators in many parts of the world as long as they serve our short-term interests! E.g. Pakistan, Saudi Arabia, Kazakhstan. I don’t see any change in our policy.
c. Former CIA director, George Tenet, boasting that he told the Saudi heir apparent that the bin Laden group were about to kill him!  The CIA cares about the dictators and save them from being toppled!
d. The U.S. has no credibility in this area at all! The U.S. failed to rescue those who were arrested when they criticized their governments (Egypt). We have preferred the stability of autocratic regimes to peoples’ democratic rights.
e. Our policy towards Palestinians. Double standard.
f. My observation about our foreign policy tells me that we always stand with those who oppress their citizens and the quite a few counrties that I know, including those in the Middle East, were unable (will still be unable) to achieve their democratic and representative aspirations because we stood with those who oppressed them. I am afraid we will continue to stand in their way in the future.   We cannot have it both ways, ladies and gentlemen: either we have to stand with the people or continue business as usual – dine and wine with ruthless dictators and deal with the consequences that we have experienced in the past. It is quite interesting to listen to President Bush (on the State of the Union last night, September 2, 2005, talking about spreading democracy, on the one hand, and, taking about the Great State of Egypt marching on the democratic path…! As far as I am concerned, the Egyptian people have been under ruthless dictators since the 1950s and they continue to be so. 
Conclusion 
So,  

1. Are there any benefits from invading Iraq? You bet! Who are they?
ii. They Iraq people (at least in the long term). They ought to be happy for someone else getting rid of one of the heinous and tyrannical criminals of the world. Some of them already showed how happy they were when they voted on January 30, 2005!

iii. Some Arab citizens may have learned that those dictators can fall down and they may be encouraged to go ahead topple them (in the long-term). 
iv. Some domestic businesses and individuals engaged in the oil drilling business.

v. Potential to reduce the possible WMD and Nuclear weapon proliferation

a. Are there costs for invading Iraq? You bet! Some of these costs include:

. But, to be fair, let me first talk about the potential benefits or gains from invading Iraq:
1. The potential loss of the Containment strategy that has been used in the past to defeat communism with or without preemption. According to some experts, the fact that Saddam Hussein did not possess WMDs should a proof that containment was effective.  

2. The alienation of our allies may be counterproductive. It possible that other powers may emerge (in an economic sense) while the U.S. is focusing using its military muscle. Economic penetration is more effective than military means.  This may allow nations and group of nations such as EU, China, India, and even Russia to quietly forge ahead in their global influence while we are bogged down with the conflicts created. And as our influence in the world dwindles, there is a possibility that we may be even angrier than we are now.  There a potential for conflicts to emerge as we get irritated by those who see our weaknesses.

3. The wave anti Americanism is finding unlikely allies, such as in Europe, and a few other countries that I have visited and observed quite big changes in attitudes about us. If this continues, our effort to defeat terrorism could end up being a worthless exercise at best and very dangerous at worst.

4. The tactical blunders we committed in Iraq, such the potential civil war, Iraq being the fertile ground for recruiting future terrorists, increasing hatred for the U.S. all over the world, and the contradictory nature of our policies may damage our long-term interests.

5. The costs of rebuilding Iraq (war-torn) – we seem to be in vicious circle here: The Iraqis are destroying while we are trying to rebuild their own country.

6. Future costs in terms of fighting terrorism – a war that needs more than an overwhelming military power and probably does not require huge military power to defeat it!
C.
is invading Iraq a fool’s Errand? My answer is “yes” for those reasons I mentioned above and especially considering that:

1.
If you are convinced that we invaded Iraq mainly to have access to cheap oil. And since this is a misunderstanding and a false issue for us, it is fool’s errand!
2.
It is also a fool’s errand considering the costs associated with this error (including the costs I mentioned above).

3.
Other avenues to topple Saddam were not explored. The unexplored tactics could have been much cheaper. You never know!
4.
All the tactical Errors we have made: the lack of adequate plan to execute the occupation, the prisoner abuses, the too broad Baathification process, our lack of anticipation being considered as occupiers instead of liberators, the use of one ethnic group against the other and the creation of potential and explosive long-term ethnic conflicts,  etc.
The U.S. long term economic, political and global interests are at higher risk than usual.
Are you confused enough now?

If you are, I fully understand it even though I tried to impute some rationales behind our invasion of Iraq. If you are indeed confused, it is not because of my lecture, it is just because of our foreign policy prescriptions: 
The rational we were given started with the Saddam defying UN Security Council resolutions, his usage of WMDs against his own people and possibilities for him using them against us. The possibilities if Iraq producing nuclear weapons and Saddam being an ally to terrorists. All of those have now mutated to spreading democracy, and having access to oil supplies. On the other hand, we dine and wine with those despots and dictators who created the problems.  I don’t have the luxury of time to show you how our foreign policy is full of contradictions! One might speculate these contradictions are intentionally designed and he/she may just try to show you by quoting Defense Secretary Rumsfeld: 
“There are known knowns; there are things that we know we know. We also know there are known unknowns; that is to say we know there are some things we do not know. But there are also unknown unknowns- the ones we don’t know.” 

Why would someone drag a great nation like ours to such unknowns? 

Sources:

1. Many economics books I have read over many years;

2. Many issues of Foreign Affairs;

3. Many issues of Foreign Policy;

4. The New York Times;

5. The Wall Street Journal.
