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A B B R E V I AT I O N S

The following abbreviations recur throughout the text. Abbreviations that 
appear infrequently are defined as they appear. Abbreviations that appear only 
in the endnotes are defined in a separate list of abbreviations that appears in 
“Notes.”

AFL-CIO	 American Federation of Labor and Congress of Industrial 
Organizations

CIA	 Central Intelligence Agency
CSCE	 Conference on Security and Cooperation in Europe
EEC	 European Economic Community
G-7	 Group of Seven (industrialized countries)
G-77	 Group of Seventy-Seven (developing countries)
ICBM	 intercontinental ballistic missile
IMF	 International Monetary Fund
NATO	 North Atlantic Treaty Organization
NGO	 nongovernmental organization
NIEO	 New International Economic Order
NSC	 National Security Council
OECD	 Organization for Economic Cooperation and Development
OPEC	 Organization of Petroleum Exporting Countries
SALT	 Strategic Arms Limitation Talks
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two superpowers, in response, signed the Treaty on the Non-Proliferation of 
Nuclear Weapons (NPT), committing them both (along with Great Britain) 
to an agreement not to transfer nuclear technologies to non-nuclear countries 
and to seek the “cessation of the nuclear arms race.” France and China, the other 
nuclear-weapons states, did not sign the NPT. Their reticence showcased rising 
resistance to superpower leadership among the world’s second-tier powers.35

European reactions to the NPT evoked a strained alliance. West German 
leaders muttered about superpower “complicity” and worried that their own 
“interests” would be “sacrificed” on the altar of the “Soviet-American partner-
ship.” The concern was not irrational. Since the late 1940s, Washington’s allies 
had depended on US nuclear forces to contain the Soviet Union, but in a MAD 
world, it could not be presumed that an American president would risk nuclear 
retaliation against the United States in order to defend Western Europe. Creating 
independent deterrents was one solution, but the NPT prohibited the transfer of 
nuclear weapons technologies to non-nuclear countries, which limited nuclear 
sharing within NATO. Instead, the NPT affirmed a Soviet-American military 
stalemate that eroded one of the Pax Americana’s core assumptions—that the 
United States was responsible for the security of its allies. This brought NATO’s 
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Figure 1.1  The strategic arms race, 1945–1990
Source: National Resources Defense Council, Archive of Nuclear Data. http://www.nrdc.org/
nuclear/nudb/datainx.asp.
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Triffin favored a radical solution: create an artificial currency to buttress the 
dollar’s role in the international monetary order. Systemic reform was, however, 
harder to achieve than ad hoc solutions, which US policymakers instead pur-
sued in the 1960s. From the Eisenhower administration onward, US officials 
struggled to shore up the dollar and Bretton Woods. Washington worked to bol-
ster US trade surpluses, which offset the balance of payments consequences of 
dollar outflows, and constructed ad hoc defenses against attacks on the dollar. 
Washington’s allies were helpful, to a point. German officials agreed to make “off-
set payments” to mitigate the costs of US troop deployments, and they promised 
not to seek conversion of the Bundesbank’s dollar reserves to gold. De Gaulle 
was less cooperative. In 1965 he denounced the dollar as a source of exorbi-
tant privilege and demanded that the US Treasury convert some of France’s 
dollar reserves into gold. While he advocated a return to the gold standard, de 
Gaulle said little about the gold standard’s defects, which the experience of the 
1930s had made clear. There were, in short, no easy fixes to the Bretton Woods 
dilemmas.45

De Gaulle apart, international monetary relations in the 1960s evinced coop-
eration as well as conflict. Public officials collaborated to protect Bretton Woods 
against a resurgence in transnational finance. Central bankers worked to offset 
short-term financial movements by intervening in the foreign exchange markets, 
an effort the Federal Reserve Bank of New York took a lead role in facilitating. 
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Figure 1.2  The US balance of payments, 1946–1973
Sources: IMF, International Financial Statistics; and White House, Economic Report of the President 
(1974).
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analogy—no longer fits the facts.” If Americans were wearying of international 
burdens, non-Americans, Nixon believed, shared the responsibility for their 
fatigue. The president worried that European discrimination against American 
exporters was alienating domestic support for NATO, and he feared that the 
spectacle of anti-Americanism overseas—“the temptation to kick the Yankee”—
was lifting the isolationist “tide.” The perception that Americans were turning 
away from an ungrateful world informed Nixon’s efforts to reinvigorate US lead-
ership, making the pursuit of the Nixon Doctrine’s goals of retrenchment and 
international burden sharing imperative.30

Economic as well as political realities conditioned the Nixon Doctrine. Under 
Lyndon Johnson, the United States expanded welfare protections for the elderly 
and indigent, transforming the federal budget. In 1971, the United States, for 
the first time since 1949, spent more on human resources than on military pur-
poses, as figure  2.1 indicates. Facing a Democratic majority in the Congress, 
Nixon was in no position to eviscerate the welfare state to sustain the warfare 
state. Instead, military spending found itself on the cutting block. International 
monetary instability provided another reason to reduce overseas military spend-
ing, as it had in 1968, when LBJ rejected General Westmoreland’s request for 
another 250,000 troops in Vietnam in the context of a major dollar crisis. Since 
then, the balance of payments had deteriorated further. With government 

0%

2%

4%

6%

8%

10%

12%

14%

16%

19
50

19
52

19
54

19
56

19
58

19
60

19
62

19
64

19
66

19
68

19
70

19
72

19
74

19
76

19
78

19
80

Fe
de

ra
l s

pe
nd

in
g 

as
 p

er
ce

nt
ag

e o
f G

D
P

National defense Human resources

Figure 2.1  The welfare state and the warfare state: federal spending 1950–1980
Source: Office of Management and the Budget, Budget of the US Government: Historical Tables, 
Washington DC, U.S. GPO, 1995.
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The Federal Military Government could not control the war’s international 
reverberations. As 1968 progressed, missionaries, journalists, and aid workers 
sent news of Biafra’s catastrophe out to the world. Religious groups played a cru-
cial role. At the war’s outset, there were about six hundred Catholic missionaries 
in Biafra; most stayed, and they became brokers of information as well as provid-
ers of aid. Missionaries mobilized church leaders, prompting the Vatican and the 
World Council of Churches to issue, in March 1968, a joint statement urging the 
cession of hostilities and a negotiated peace. Journalists continued to chronicle 
the war’s barbarities. In July 1968, Life magazine plastered images of suffering 
Igbo children over newsstands. Later that month, television crews entered Biafra, 
and footage of starving infants began to appear on the evening news shows. 
Biafra’s plight began to be debated in the British House of Commons. Prime 
Minister Harold Wilson, who favored Lagos, grumbled that “the purveyors of 
Biafran propaganda” had established “moral control over Western broadcasting 
systems.” Indeed, the Nigerian Civil War captivated public opinion throughout 
the West. French citizens, according to one poll, ranked the Biafra War as the 
most urgent world issue in the summer of 1968. For foreign audiences, what 
mattered were not the political stakes—whether Biafra would win its indepen-
dence or not—but the war’s humanitarian consequences.8
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Figure 3.1  The Nigerian Civil War, 1967–1970
Source: GIS data is from www.naturalearthdata.​com. Map design by Christopher Casey.
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cultural bonds of Bengali language, history, and literature, which spanned the 
international border with India, meanwhile, led West Pakistanis to suspect that 
their Bengali compatriots were disposed to pro-Indian intrigue.30

In November 1970, a colossal cyclone ripped into the deltas and barrier 
islands of East Pakistan, claiming a half million lives. A  lackluster relief effort 
led many Bengalis to question anew their government’s commitment to their 
welfare. After the flood came the landslide. In elections held in December 1970, 
the Bengali nationalist Awami League led by Sheikh Mujibur Rahman (Sheikh 
Mujib) took 167 of 169 seats in East Bengal, earning itself a slim majority in 
Pakistan’s National Assembly. The elections marked Pakistan’s return to democ-
racy after a decade of military dictatorship. General Yahya Khan, Pakistan’s mili-
tary leader, had conceded this ballot ten months earlier amid pro-democracy 
protests, and he intended the elections to establish a new constitutional order. 
But Sheikh Mujib, now poised to form a government, was not committed to 
Pakistan. His Awami League maintained a quasi-secessionist agenda; its Six 
Points emphasized self-determination and envisaged only the flimsiest of con-
nections between East Pakistan and the national government. Meanwhile, 
Zulfiqar Ali Bhutto, leader of the Pakistan People’s Party, which dominated the 
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Figure 3.2  The South Asian crisis, 1971
Source: GIS data is from www.​naturalearthdata.com. Map design by Christopher Casey.
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payments, as are inflows of foreign capital (the balance of payments does not 
include future obligations to repay borrowed funds). Outflows, which include 
trade deficits and financial outflows (including the repayment of past debts), 
are recorded as debits. Figure  4.1 divides the balance of payments into four 
categories:  the military balance, including US military expenditures overseas 
and revenues from foreign military sales; the current account, including trade in 
goods and services and income on US overseas investments; flows of long-term 
or investment capital, usually investments with maturities of more than one year; 
and flows of short-term, or liquid, capital, also known as “hot money.”

In the Pax Americana’s heyday, which endured into the early 1960s, annual 
current-account surpluses nearly balanced US military spending overseas and 
outflows of investment; regular emissions of monetary gold offset the small defi-
cits that resulted. In the mid-1960s, this near-equilibrium started to unravel. The 
current-account surplus deteriorated beginning in 1964–65 (so precipitously, 
in fact, that the United States in 1971 ran its first trade deficit since 1893). US 
military spending overseas, meanwhile, remained a consistent drain on the 
payments balance. International flows of short-term capital became in the late 
1960s the most dynamic element in the overall balance of payments. These 
flows masked—but did not resolve—the long-term deterioration in the US 
balance-of-payments position—the root cause of the monetary instability with 
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Figure 4.1  The US balance of payments, 1960–1973
Source: White House, Economic Report of the President (1974).
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Bretton Woods through enhanced multilateral cooperation, ensuring that the 
dollar crisis of 1971–73 would be not a hiccup but a decisive rupture.

Still, the rise of transnational finance did not follow upon the collapse of the 
old fixed-exchange-rate regime. Instead, financial globalization antedated the 
end of Bretton Woods and contributed to its downfall—after a two-year phase 
in which transnational financial flows sustained the dollar and, with it, the falter-
ing international monetary order. In March 1968, LBJ accepted the need for fis-
cal restraint and monetary tightening to calm an overheated economy and tame 
inflationary pressures. These decisions had important consequences for the dol-
lar’s international position. As US interest rates inched above those available to 
money holders in Western Europe, dollar-denominated securities became more 
attractive to investors. A  westward movement of short-term funds across the 
Atlantic ensued, as figure 4.2 indicates, buttressing the US balance of payments 
and offsetting the outflows of long-term investment capital as well as the costs of 
American military spending overseas, especially in Vietnam.

Throughout 1969–70, high interest rates at home sustained an influx of 
short-term capital to the United States, subverting the logic of an international 
monetary system that had been designed to limit the destabilizing impact of 
transnational financial flows. But with London-based banks taking in billions 
of dollars in deposits and creating many billions more in credit, the US govern-
ment no longer exercised full control over the dollar. Still, the influx was for now 

−10,000

−8,000

−6,000

−4,000

−2,000

0

2,000

4,000

6,000

8,000

10,000

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

10%

19
60

19
61

19
62

19
63

19
64

19
65

19
66

19
67

19
68

19
69

19
70

19
71

Li
qu

id
 p

riv
at

e c
ap

ita
l �

ow
s, 

m
ill

io
ns

 o
f d

ol
la

rs

Fe
de

ra
l f

un
ds

 ra
te

Liquid private capital �ows Federal funds rate

Figure 4.2  Interest rates and short-term financial flows, 1960–1972
Sources: IMF, International Financial Statistics; and White House, Economic Report of the President 
(1974).
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Italian government had moved “to check its persistently large capital outflow” 
by introducing a floating financial lira alongside the fixed-rate lira that would still 
to be used for current account transactions. The move triggered an immediate 
deluge of funds into the Swiss franc. Fearing inflation, Switzerland floated the 
franc. Speculators moved next against the dollar. “Once again,” observed one 
journalist, “the monetary storm clouds have gathered.”55

The Bank for International Settlements (BIS) described the currency crisis 
of 1973 as “unfinished business left over from the upheaval of 1971.” As the 
balance-of-payments data reveal (see figure 4.3) the Smithsonian recalibration 
had not reversed the underlying American trade deficit. Although intervention 
in the currency markets in June and domestic economic expansion had sustained 
confidence in the dollar throughout the second half of 1972, that confidence 
collapsed in early 1973, encouraging capital flight. As in the summer of 1971, 
transnational finance played a central role in the dollar crisis. One Treasury 
official explained that a net outflow of almost $6 billion in private transactions 
“was a major contributor to the official deficit” in the first quarter of 1973. It did 
not help that offshore money markets had grown since December 1971. The 
value of dollar deposits in the Euromarkets had increased by 37  percent dur-
ing 1972, bringing total Eurodollar deposits to a staggering $98 billion—about 
seven-and-a-half times the total value of US reserve assets. When the dollar cri-
sis struck, there was little that federal regulators could do to plug the levees. “We 
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and embargo quadrupled oil prices in a matter of months. The shock reverber-
ated around the world, plunging the industrialized countries into the severest 
recession of the postwar era. As Washington’s allies questioned US leadership, 
American decision-makers began to devise new strategic agendas. Lowering 
oil prices became an explicit priority for US foreign policy, as Henry Kissinger, 
now the dominant shaper of US foreign policy, worked to broker both a political 
settlement for the Middle East and economic solutions for the industrialized 
world. Kissinger remained committed to the preservation of the Pax Americana, 
but the oil crisis of 1973–74 prompted him to grapple, in a novel departure, with 
strategic challenges that interdependence made unavoidable.

The Rise of Oil Power

For oil exporters in the Third World, the 1950s and the 1960s were not golden 
years but decades of lost opportunity. The problem was that the supply of oil 
to the world market grew faster than did demand, which pushed prices down-
ward. At the end of 1950, a barrel of Saudi light crude cost $14.70; by 1970, 
its price, in real terms, had fallen to $10.10 (see figure 5.1). This prompts two 
questions: where did the increases in production originate, and why did oil pro-
ducers accept a production regime that depressed the value of their major asset? 
It was not the oil-producing nations of the West that were responsible for the 
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Figure 5.1  The world oil economy, 1945–2010
Source: DeGolyer and MacNaughton, Twentieth Century Petroleum Statistics (2009).
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the United States would account for less than 15  percent of global oil output 
(see figure 5.2). This cession of dominance had significant consequences for the 
world economy.9

The relative detachment of the United States from the global oil market prior 
to the 1970s was the result of policy choices as well as nature’s munificence. 
During the 1950s, a global supply glut produced a groundswell of oil protec-
tionism in the United States, as domestic producers tried to bolster prices in 
the face of foreign competition. Leading the charge were the independents or 
minors—the firms that extracted, refined, and marketed oil within the United 
States. The majors, for their part, did much of their business outside the country 
and opposed trade protection. The minors outgunned the majors in Congress, 
and protectionist controls came during the 1950s in the form of oil import 
quotas. One result was that US consumers paid more for oil products than did 
non-Americans. Still, the separation of the domestic and world markets was 
never absolute; the quota system was riddled with loopholes, and it was lib-
eralized somewhat in the 1960s. By 1971, imports were a quarter of domestic 
consumption—twice what they had been in 1950. Despite a policy regime that 
aimed to insulate the domestic market from external competition, Americans 
became dependent on foreign oil. As they did so, protectionism made less and 
less sense, which raised the question of whether the old quota system should be 
abandoned.10
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Figure 5.2  The US and the world oil economy, 1945–2010
Source: DeGolyer and MacNaughton, Twentieth-Century Petroleum Statistics (2009).

__10.4.1.57_Data_Acad_Med_HE_Acad_Ossining_Sargent090414OUS_MANUSCRIPT_23_Final_files_Production_Appln_Book.indb   136 9/18/2014   2:46:02 PM



144	 R e a c h i n g  B a c k w a r d

In foreign policy, Pahlavi sought to avoid domination by the great powers 
while dominating the neighborhood. Great Britain’s retreat from empire gave 
him the opportunity to press his ambitious agenda. In 1971, he established mili-
tary bases on Abu Musa and the Greater and Lesser Tunbs, islands in the Strait of 
Hormuz. Pahlavi stockpiled vast quantities of military hardware—laser-guided 
bombs, F-4E Phantom and F-14 Tomcat Jets, Chinook helicopters, and the 
world’s largest fleet of military hovercraft. As stunning as the shah’s military 
buildup was, it aligned with regional patterns. Iran, Libya, and Syria were the 
world’s top arms importers in the 1970s. The militarization of the Middle East 
was to some extent a consequence of Cold War dynamics. Soviet arms deliver-
ies to Syria and Egypt encouraged the United States to increase American arms 
shipments to Israel, and vice versa, but the regional arms race was also a function 
of oil power, as Iran’s experience indicates (see figure 5.3).28

Oil fueled Iran’s transformation into a regional superpower. The problem 
was selling enough of it to finance the shah’s military buildup. Here, Iran ran 
up against OPEC quotas that limited the amount of oil that cartel members 
could produce. These limits prompted Iranian rancor. It was unfair, Pahlavi com-
plained, that Gulf sheikhdoms that maintained no significant military forces 
were rolling in cash, while Iran carried the burdens of regional defense. To cir-
cumvent the OPEC quotas, Pahlavi in 1969 proposed a secret barter with the 
United States whereby Iran would provide oil in exchange for military hardware. 
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Source: Stockholm International Peace Research Institute, Arms Transfers Database.

__10.4.1.57_Data_Acad_Med_HE_Acad_Ossining_Sargent090414OUS_MANUSCRIPT_23_Final_files_Production_Appln_Book.indb   144 9/18/2014   2:46:04 PM



154	 R e a c h i n g  B a c k w a r d

damage to us, our Allies, and our Alliances.” Unwilling to see Israel defeated, 
Kissinger decided to resupply the Israeli Defense Forces. He did not expect an 
embargo, but Kissinger’s expectation that anti-Communism would keep Saudi 
Arabia in line proved too hopeful. No longer so fearful of Arab radicalism as 
they had once been, Saudi Arabia’s leaders declined to play the role of America’s 
“good little boy” in the Middle East (as Kissinger put it). They instead decided to 
use oil power as an instrument of coercion. For the United States, the spectacle 
was humiliating.52

A century earlier, Kissinger observed, dealing with the embargo would have 
been a straightforward matter. The Western powers “would have landed, they 
would have divided up the oil fields, and they would have solved the problem.” 
In a postcolonial age, however, military solutions were improbable. Washington’s 
European allies opposed military intervention; British officials feared “total 
alienation of the Arabs and the risks of a third world war.” Military intervention 
would, moreover, have invited a Soviet reaction, thwarting Kissinger’s efforts to 
exclude the Soviet Union from the Middle East. The United States, in any case, 
lacked bases from which military action might be launched. This is not to say 
that contingency plans were nonexistent. Nixon apparently told Shah Pahlavi 
that he would support an Iranian invasion of Saudi Arabia should radicals over-
throw the conservative House of Al Saud. Kissinger proposed devising at least 
“a plan for grabbing some Middle East oil” and speculated that the United States 
might have to intervene in the future “to protect access to raw materials.” Still, 
the reality, for now, was that the United States would not act to bring the oil crisis 
to a violent resolution.53
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had done. This overstated the case. US officials were nonchalant about the dol-
lar’s slide throughout most of 1977, but they were taking it seriously by the year’s 
end. In early 1978, Carter asked his advisers to keep him personally “informed 
and involved” with the “dollar problem.”44

For US officials, the risks of a declining dollar included another OPEC 
price hike, the discrediting of US economic leadership, and even “a major 
international financial crisis.” Saudi Arabia clarified the risks when it warned 
the United States in early 1978 that it might begin denominating its oil exports 
against a basket of foreign currencies, a move that would dethrone the dol-
lar from its dominant role in the oil trade. For treasury secretary Michael 
Blumenthal, whom critics had accused of “talking down the dollar” in the 
summer of 1977, it was now clear that “the dollar problem involves serious 
risks to our national security.” This recognition sparked action. In the new year, 
the Carter administration heeded calls from Europe and initiated a program 
of joint intervention with the Bundesbank to support the dollar on the for-
eign exchange markets. It nonetheless rejected James Callaghan’s proposal for 
a concerted effort to restore international currency stability. The British prime 
minister’s approach, Blumenthal warned, would set the world on “a road back 
toward fixed exchange rates.” Unwilling to impose such a “strait jacket on US 
domestic economic policy,” the Carter administration preferred to recom-
mit to macroeconomic coordination, arguing that faster economic growth in 
Europe and Japan would correct the disequilibria responsible for the dollar’s 
slide.45
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Inflation still dominates Americans’ memories of the 1970s, with good 
reason. Prices increased by an average 7.1  percent per year in the seventies, 
having risen by an average of about 2 percent per year during the 1950s and 
1960s. Still, the rate of inflation waxed and waned in the 1970s. Carter became 
president at a moment when inflation, running at 5.2  percent, was not the 
overriding preoccupation that it had been in 1974–75, when inflation reached 
double-digit rates. The waning of inflation in 1976 seemed to allow for eco-
nomic expansion, and Carter duly prioritized growth over price stability. The 
Federal Reserve obliged, keeping money cheap, and the economy grew fast in 
1977–78. Inflation soon resurged, however, reaching an annualized 8 percent 
in fall 1978.

The White House blamed labor unions and businesses for the rise in price 
inflation, but waning productivity and increases in food costs contributed 
to the problem, while monetarist economists indicted the Federal Reserve’s 
loose monetary policies. The causes of inflation remain debatable, but for the 
Carter administration, its consequences were unavoidable. “The corrosive 
effects of inflation,” Carter worried, “eat away at the ties that bind us together 
as a people.” Carter, in response, unveiled a new anti-inflation package in 
October 1978. Prioritizing fiscal tools over monetary policy, it combined 
curbs on federal spending with a commitment to pursue deregulation. Carter 
also urged business and labor leaders to accept informal wage-price guide-
lines. The president’s announcement was dramatic, but the response to it was 
disappointing.34
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the price crunch, but it corroborated the belief of US officials that Saudi Arabia 
was America’s indispensable partner in the Persian Gulf.42

Henry Owen called Saudi Arabia’s decision to raise production “a result” of 
Jimmy Carter’s “success” at the Tokyo summit that convened in late June. The 
commitment by the G-7 countries at Tokyo to curb oil imports and expand oil 
production was, Owen argued, what prompted Riyadh’s concession. Owen’s ver-
dict on the accomplishments at Tokyo was generous; Carter’s was less sanguine. 
“The first day of the economic summit,” he wrote, “was one of the worst days of 
my diplomatic life.” Oil dominated the Tokyo dialogue, transforming the sum-
mit into a circus of recrimination. Carter’s pursuit of an Egyptian-Israeli peace, 
Helmut Schmidt declared, “had caused problems with oil all over the world.” 
Energy was the summit’s focus; its communiqué declared that reducing oil con-
sumption and hastening “the development of other fuel sources” were the G-7’s 
“most urgent tasks.”43

The dilemmas of reducing oil consumption revealed widening ideologi-
cal divisions within the G-7. Having taken steps to curb US imports through 
price decontrol, Carter proposed that the summit countries establish quantita-
tive national ceilings on oil imports. Doing so, he argued, would translate the 
International Energy Agency’s goal of a 5 percent reduction in overall demand 
for oil into “understandable and credible” commitments. His approach aligned 
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1980, higher interest rates returned, and Volcker’s experiment proceeded. The 
sustenance of high interest rates into the early 1980s would restrain the growth 
of consumer prices, slaying the great inflation of the 1970s. The victory nonethe-
less came at considerable cost; the US economy rebounded in late 1980, but it 
entered a protracted recession in 1981 that saw unemployment rise to its highest 
levels since the 1930s. The Keynesian ascendancy that Bretton Woods had cor-
roborated was over.56

The End of the 1970s

Already strained, Soviet-American relations descended into acrimony at the 
end of the 1970s, burying détente and Carter’s bid to devise a post–Cold War 
strategy. Like the second oil crisis, this geopolitical disjuncture hinged uon the 
Persian Gulf. “The economic health and well-being of the United States, Western 
Europe, and Japan,” Carter affirmed, “depend upon continued access to oil from 
the Persian Gulf.” Here, the ties of economic interdependence were so legible 
that the point was a truism. More intriguing was the question of how American 
policymakers would assure energy security. Carter, like Ford and Kissinger, 
sought at first to mitigate vulnerability through the development of long-range 
energy policies to reduce the West’s consumption of Middle East oil and 
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Carter’s strategic reevaluation entailed policy departures that would become 
identified with his successor, Ronald Reagan. The continuities between Carter 
and Reagan would be clear in economic policy, where the dollar-rescue package 
of 1978 and the Volcker shift of 1979 prefigured the dogged pursuit in the early 
1980s of price stability at the expense of other goals. Continuities would also be 
apparent in defense policy, where Carter initiated an increase in military spend-
ing that reversed Nixon’s efforts to tame the Cold War’s costs.

The White House in the winter of 1979–80 pushed Congress to increase 
defense appropriations, and it elaborated a five-year plan for modernizing 
America’s nuclear and conventional forces. Supplemental appropriations would 
increase military spending for 1981 beyond the levels that Carter proposed, but 
it was Carter who initiated the return to elevated levels of defense spending, 
marking the end of détente’s fiscal dividend (see figure 9.4). Besides increasing 
expenditures, the Carter administration elaborated military doctrines that antic-
ipated its successor’s new Cold War posture. In July 1980, Carter signed PD-59, 
directing the elaboration of specific plans for waging and winning a limited 
nuclear war. While the directive was less radical than its critics presumed, public 
disclosure of the PD-59 exercise confirmed the remilitarization of the Cold War, 
stirring fear and debate. Jimmy Carter’s early hopes that he and Brezhnev would 
negotiate unprecedented cuts in the size of their nuclear arsenals and roll back a 
thirty-year-old strategic arms race now seemed distant.74
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Similar changes proceeded in the energy arena. Thanks to buoyant US pro-
duction and a worldwide production glut, oil prices declined between the 1940s 
and late 1960s. Cheap oil sustained energy-intensive growth in the West, bol-
stering the Pax Americana. But the oil markets turned in the 1970s. The United 
States had produced 52 percent of the world’s oil in 1950, but its share slumped 
to 34 percent in 1960 and 21 percent in 1970. By 1980, the United States ranked 
third among world oil producers, behind the Soviet Union and Saudi Arabia. As 
US production declined, OPEC acquired the capacity to determine prices—and 
did so. The price of a barrel of Dubai light crude surged, in real terms, from $10 
to $101 over the decade. In the 1970s Americans nonetheless became depen-
dent on oil imports. Amid recurrent oil crises, governments in the industrial-
ized world collaborated to promote energy conservation and alternative fuels, 
but they could not reduce the West’s dependence on imported oil. In energy as 
in finance, a striking transformation occurred in the relationship of the United 
States to the global economy—a shift from abundance and autonomy to depen-
dence and vulnerability. The consequences afflicted the entire world and rever-
berated into the 1980s and beyond.5

Among the legacies of the seventies energy tumult was the reorientation of 
American foreign policy toward the Middle East. Despite prior US entangle-
ments in the region, it was not until the late 1970s that the United States assumed 
a permanent military role in the Persian Gulf. In the context of the Iranian 
Revolution, the Carter administration deployed forces to the Gulf. Beyond 
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and economic growth slowed. Globalization encouraged the offshoring of steel, 
textiles, and other old industries from the United States in the 1970s, but firms 
oriented to new technologies, such as the microprocessor chip that Intel debuted 
in 1971, were also being born. Bill Gates quit Harvard and launched Microsoft in 
1975; Steve Jobs founded Apple in 1976. The Soviet Union experienced no such 
creative destruction. Instead, natural endowments compensated for faltering 
growth. As oil prices surged in 1973–74, the USSR surpassed the United States 
to become the world’s largest oil producer. Revenues from oil exports enabled 
the USSR to import food, consumer durables, and high technology from the 
West. At home, the USSR’s hydrocarbon bounty thwarted reform. Flush with 
energy, which inefficient state-owned enterprises devoured, Soviet leaders in 
the 1970s had little incentive to undertake far-reaching reforms. Instead, the 
planned economy creaked on into the 1980s.7

During the 1980s, world oil markets took a dramatic turn. Supply outstripped 
demand as a consequence of conservation efforts, the expansion of non-OPEC 
production, and world-wide economic recession. As prices fell, in real terms, 
from $101 per barrel in 1980 to $51 in mid-1985, the members of OPEC bick-
ered. Saudi Arabia in late 1985 increased production in a bid to expand its mar-
ket share, but doing so exerted further downward pressure on prices. Oil reached 
$12 per barrel in 1988—cheaper, in real terms, than at any time since 1974. For 
the USSR, falling world prices combined with waning production to produce a 
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Abbreviations Used in Sources

AI USA	 Amnesty International USA Archives
APP	 American Presidency Project
ASM	 Anthony Solomon Materials
BIS	 Bank for International Settlements
CBP	 Carter-Brezhnev Project
CHRRD	 Center for Human Rights Research and Documentation (Columbia 

University)
CEA	 Council of Economic Advisors
CenF	 Central Files
CIA	 Central Intelligency Agency
CFR	 Council on Foreign Relations
ChronF	 Chronological File
ConF	 Confidential File
COS	 Chief of Staff
CouF	 Country Files
CVP	 Cyrus Vance Papers
DBPO	 Documents on British Policy Overseas
DC	 Declassification Computer
DDRS	 Declassified Documents Reference System
DNSA	 Digital National Security Archive
DOD	 US Department of Defense
DOS	 US Department of State
FOIA	 Freedom of Information Act
DPMP	 Daniel P. Moynihan Papers
EBB	 Electronic Briefing Book
ERP	 Economic Report of the President
FCO	 Foreign and Commonwealth Office
FO	 Foreign Affairs (in WHCF and WHSF)
FRASER	 Federal Reserve Archival System for Economic Research
FRUS	 Foreign Relations of the United States
GFD	 Global Financial Data
GFPL	 Gerald Ford Presidential Library
HHM	 Hendrik Hertzberg Materials
HIA	 Hoover Institution Archive
IMF	 International Monetary Fund
IMP	 Ivan Morris Papers
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IT	 International Organizations (in WHCF and WHSF)
JCPL	 Jimmy Carter Presidential Library
KSM	 Kissinger Staff Meetings
KTC	 Kissinger Telephone Conversations
LAT	 Los Angeles Times
LOC	 Library of Congress
MemCon	 Memorandum of Conversation
MLP	 Mudd Library, Princeton
MRDP	 Michael Raoul-Duval Papers
MRS	 Mandatory Review Series
MTA	 Margaret Thatcher Archive
NARA	 National Archives and Records Administration
NATO	 North Atlantic Treaty Organization
NBCHP	 Nigeria-Biafra Clearing House papers
NPMP	 Nixon Presidential Materials Project
NSA	 National Security Adviser
NSC	 National Security Council
NSC-IF	 National Security Council, Institutional Files
NSDM	 National Security Decision Memorandum (Nixon/Ford)
NYPL	 New York Public Library
NYT	 The New York Times
PFCC	 President Ford Campaign Committee
PHF	 President’s Handwriting File
POF	 President’s Office File
PPC	 Policy Planning Council (also known as Policy Planning Staff and S/P)
PPF	 President’s Personal File
RGS	 Records of George Shultz
SCPC	 Swarthmore College Peace Collection
SSF	 Staff Secretary’s File
SuF	 Subject Files
TCPS	 Twentieth Century Petroleum Statistics
TeleCon	 Telephone Conversation
UKNA	 United Kingdom National Archives
UNCTAD	 United Nations Conference on Trade and Development
WEHS	 The World Economy: Historical Statistics
WHCF	 White House Central Files
WHSF	 White House Special Files
WNSR	 Weekly National Security Report
WP	 Washington Post
YMA	 Yale Manuscripts and Archives
ZBM	 Zbigniew Brzezinski Materials
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