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MEMORANDUM 
 

 
FROM: Ranking Member Ileana Ros-Lehtinen 
 
RE:  American dependence on foreign oil 
 
I. Overview 
 
The United States is the world's largest energy producer, consumer, and net importer. It also ranks 
eleventh worldwide in reserves of oil, sixth in natural gas, and first in coal. Beginning in the decade 
following World War II, U.S. domestic oil production as a percentage of total consumption began a 

slow decline. More recently, Hurricanes 
Katrina and Rita further slashed oil 
output from the Gulf of Mexico. As seen 
from the chart, American crude oil 
production has fallen quite dramatically 
since 1980.1 As a result of these factors, 
American dependence on imports of 
foreign crude oil has been rising steadily, 
accounting for an estimated 60 percent of 
the nearly 21 million barrels of crude oil 
consumed daily.2  In March 2008, the 
latest month for which data is available, 
9.618 million barrels per day were 
imported into the U.S.3   

II. Implications for Foreign Policy 

The decline in domestic crude oil production and commensurate rise in imports will enrich and 
empower many regimes unfriendly or hostile to U.S. interests worldwide. 

A. Venezuela 

Venezuela is the fourth major supplier of foreign oil to the United States.  As Chavez has asserted 
increasing control over the country's oil reserves, rising world prices have helped to support his 
populist agenda and bolster his anti-American rhetoric.  In 2006, Chavez oversaw the conversion of 32 
operating agreements with foreign oil companies in marginal or low-yielding oilfields into joint 
ventures with PdVSA (Venezuela’s state oil company) majority ownership.  In 2007, Chavez 
continued his purge of foreign oil investment in the country through the expropriation of 6 major 
foreign oil companies - U.S.-based ConocoPhillips, Chevron, and ExxonMobil, Norway's Statoil-
Hydro, Britain's BP, and France's Total.  Since then, ExxonMobil has been in a high-profile dispute 
with the Venezuelan regime over compensation to be paid by Venezuela for its oil investments in the 
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country.  In response to a January 2008 court order in the UK that froze as much as $12 billion in 
Venezuelan oil sector assets in favor of ExxonMobil, Chavez threatened to cut off all oil sales to the 
United States. 
 
Though this victory for the oil company was ultimately overturned by a UK High Court order, the 
ExxonMobil case effectively demonstrates the nature of the Venezuela – U.S. oil relationship.  During 
the last 3 years, Chavez’s rhetoric has consistently included threats to stop selling oil to the United 
States. With an estimated 65 percent of Venezuela’s oil exports coming to the United States, it is 
unlikely Chavez could ever afford to carry through on such threats, but the unpredictability of his 
actions continues to undermine U.S. security and stability in the Western Hemisphere.  
 
Furthermore, Chavez brazenly uses his petrodollars and oil resources as a tool against U.S. interests.  
He consistently uses Venezuela’s membership in international organizations to disparage the United 
States and further his own political ambitions.  In a 2007 speech to OPEC members, Chavez went so 
far as to say, “We should continue to strengthen OPEC, but beyond that, OPEC should set itself up as 
an active political agent."   
 
Within the Western Hemisphere, Chavez continues to increase his influence via preferential oil 
arrangements with several countries in the Caribbean, Central America, and South America.  Most 
recently, Argentina’s current energy crisis compelled President Cristina Fernandez de Kirchner to seek 
stronger ties with Chavez following failed negotiations with Bolivia. In addition, his significant 
provision of large amounts of free oil to Cuba has helped to sustain the longest reigning totalitarian 
regime in the Hemisphere.    
 
Chavez’s burgeoning relationship with Iran’s leader Mahmoud Ahmadinejad has also hit close to 
home. Earlier this year, a group of GOP members questioned several officials in the Administration 
regarding the reported venture between Iran and Venezuela to create the Venezuelan-Iranian Oil & Gas 
Co., a $1 billion enterprise to concentrate on oil and gas developments in countries with tough business 
conditions for international investors. Many remained concerned that through this project, American 
dollars might be used to support a state sponsor of terrorism.  

Chavez’s eagerness to foster Iran’s presence in the region also warrants concern as Iran continues to 
negotiate significant, albeit seemingly unbalanced, energy investments with various countries in the 
Western Hemisphere.  For example, it has been reported that “Tehran has agreed to provide Nicaragua 
funds for a $350 million ocean port and a $120 million hydroelectric project. In return, Nicaragua will 
export to Iran items like coffee, meat, and bananas.”1 As a state sponsor of terrorism, it is especially 
disconcerting that these sham energy deals may in fact be paving the way for the increased presence 
and power of Iran in the region. 
 
B. Iran 
 
Though the U.S. does not import Iranian oil, the mullahs continue to have a significant impact on oil 
prices. The Iranian regime covets higher oil prices, as they are essential for Iran's economic survival. 
According to reports, oil accounts for roughly 85 percent of Iran's exports, comprising upwards of 65 
percent of government income. Iran uses a good chunk of that money to raise public-sector wages and 
to subsidize its own gasoline prices, keeping domestic discontent in check when unemployment and 
underemployment are high.  Finally, the Iranian regime utilizes that revenue to finance its nuclear 
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program, unconventional weapons and ballistic missile development programs, and militant proxies 
throughout the region.     
 
While Iranian production has lagged in recent years due to its aging infrastructure, higher oil prices 
allow the regime to sell less oil without the resulting loss in revenue.  Yet, Iran does not need a 
consensus among OPEC member states to drive up the price of oil; they can do it through their words 
and actions.  When Ahmadinejad declares that Israel will be “wiped off the face of the map,” or when 
the regime openly and belligerently defies the United States and responsible nations everywhere, they 
impact the price that Americans pay at the pump. 
 
Iran can also hinder other countries’ efforts to export oil or interfere with U.S. warships and those of its allies 
trying to protect such commerce, whether by direct military action at sea or by sabotage on land. Such 
disruptions would have similarly adverse effects on world markets because of the limited capacity of 
alternative export routes.  
 
C. Saudi Arabia and OPEC 
 
Last month, during a visit to Saudi Arabia, President Bush called on OPEC to raise production as a 
means to lower oil prices. Saudi Arabia, the world’s top oil exporter, vowed to boost output when the 
market needed more, but did not do so at an OPEC ministerial meeting later in the month.  Earlier this 
week, OPEC announced that it would convene a meeting on June 22nd to discuss record-high crude 
prices.   
 
Saudi Arabia not only is the world’s largest exporter of oil, but also has the biggest share of unused oil 
production capacity, which is crucial for cushioning oil markets from supply disruptions elsewhere.  
Yet, Saudi Arabia’s utilization of this capability, both in its bilateral foreign policies and within OPEC, 
is particularly troubling.  
 
Although the Saudis and other OPEC members argue that other market forces are to blame for the 
surge in oil prices, responsibility rests with OPEC. OPEC controls the output of its members through a 
production quota system designed to influence the price of oil, which is set at regular meetings. 
Through this mechanism, OPEC also aggravates price volatility. It cannot manipulate its rate of output 
to match changing market conditions precisely, and thus causes or magnifies swings in the supply and 
the price of oil.  
 
OPEC conspires to fix prices and restrict the supply of crude oil to the world market in order to 
maximize profits. Continued dependence on Middle East oil constrains U.S. foreign and national 
security policy. Such constraints are evident in the challenges we face in shutting down dangerous 
state-sponsored extremism, terrorist financing, and proliferation of weapons of mass destruction. Many 
leading U.S. analysts argue that oil sales proceeds can be directed by authoritarian regimes to fund 
extremist organizations or to aid regional powers that harbor them. 
 
Willful neglect by Saudi Arabia of the nefarious activities of members of the royal family are 
manifesting themselves in attacks by domestic extremist organizations on critical energy infrastructure 
and pose an immediate threat to U.S. national security interests. According to reports, two-thirds of 
Saudi Arabia's entire oil production (16 percent of total world oil production) flows through a single oil 
 
 
 
 



 
refinery and terminal. The terminal, Abqaiq, was attacked in February, 2006. While this attack was 
part of a wider low-intensity conflict between the oil-rich Saudi monarchy and the radical Islamists 
that their policies spawned, a successful strike on Abqaiq could have disastrous consequences for the 
global economy.  
 
III. Implications for Domestic Policy 

Due to the central role that energy plays in the global economy, changes in price are more important 
than changes in the price of most other goods. Energy "shocks" can have significant consequences, in 
terms of higher inflation, higher unemployment, and lower output. Transportation accounts for the 
majority of oil consumption in the 
United States, but it is also used for 
heating and industrial uses, such as 
plastics. The magnitude of an oil shock's 
effect on the economy depends on how 
much oil that economy uses. As the ratio 
of energy use to GDP in the United 
States has declined over time, one would 
expect the economic effects of an oil 
shock to lessen. This may help explain 
why the recent oil shock has had a 
smaller economic effect than in the past.1 

Crude Oil Imports (Top 15 Countries) 
(Thousand Barrels per Day) 

Country 
Mar-
08 

Feb-
08 

YTD 
2008 

Mar-
07 

YTD 
2007 

CANADA 1,795 1,920 1,886 1,780 1,825 

SAUDI ARABIA 1,535 1,614 1,541 1,216 1,325 

MEXICO 1,232 1,231 1,220 1,621 1,475 

NIGERIA 1,154 982 1,102 1,290 1,156 

VENEZUELA 858 945 980 1,036 1,033 

IRAQ 773 780 697 523 464 

ANGOLA 384 341 433 696 570 

ALGERIA 247 191 269 501 484 

ECUADOR 231 169 217 191 214 

KUWAIT 199 261 232 288 208 

BRAZIL 188 169 175 209 174 

COLOMBIA 135 220 174 108 107 

RUSSIA 108 80 68 193 92 

CONGO 
(BRAZZAVILLE) 105 97 98 79 58 

CHAD 101 89 103 66 74 
 
Daily consumption of crude oil in the U.S. is estimated at 21 million barrels, 
nearly 60% of which is imported. Percentage of total U.S. imports in March 
2008 by country of origin: Canada: 19%; Saudi Arabia: 16%; Mexico: 13%; 
Nigeria: 12%; Venezuela: 9%; Iraq: 8%; Angola: 4%; Algeria: 3%; Ecuador: 
2%; Kuwait: 2%; Brazil: 2%; Colombia: 1%; Russia: 1%; Congo: 1%; Chad: 
1%. 
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