High prices spark miscalc, arms racing, and war. 
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Does the relationship between oil prices and Russian behavior to which Bush alluded hold true? The higher the price of oil, the more aggressive Russia becomes? And what about other petrostates? Might it be true for those as well?
We may soon have more evidence for the proposition. Oil prices are brushing off 2016 lows and hitting three-year highs. Brent crude has been hovering above $70 a barrel since April, up from lows of around $30 in early 2016, fueled by OPEC production cuts and rising geopolitical tensions (over issues like the Iran deal). Though nuances, complications, and exceptions abound, the academic and historical evidence on balance tells us that, as we transition from a lower to a higher oil price regime, we can generally expect a darker geopolitical outlook. As rising oil revenues gives Russia, Saudi, Iran, and other oil-exporters an added sense of confidence, it may at least selectively inflame interstate tensions and lead to more aggressive behavior. That possibility, alongside an increasingly hawkish U.S. national security team and a President who appears to feel rather “unchained” of late, points to a potentially combustible mix just ahead.
It is generally taken for granted that aspects of geopolitics can function as a key input into oil prices. Trump’s mere threat of a U.S. strike in Syria, for example, caused oil to spike by 2 percent on April 11. In addition to short-term effects, geopolitical competition can influence prices in other ways. To give just one general example, as Soviet power spread into parts of the Third World after the independence era, some states felt safer nationalizing their oil industries to escape Western company control (Iraq in 1961, for example), and prices rose as a consequence.
But the relationship may also work the other way around: Oil prices can also be a key input into geopolitics. Many studies have demonstrated that oil prices have a direct effect on the domestic stability of petrostates. This makes ample intuitive sense: Higher prices fill public coffers, allowing governments to palliate needy populations and potential elite opposition groups by dispensing more largesse. Some regime elites may reason that a firmer grip on power may free them to carry out more assertive foreign policies without fear of being undermined at home.
There are, however, several complications to this general intuition. Some states already have sufficiently buoyant revenues relative to their small populations to satisfy their publics and feed clientelistic networks. Providing largesse can also backfire if prices drop; taking away something valuable that people have grown used to is a dangerous game, especially when elites aren’t ready to play it. And then of course there is the famed “oil curse”: For all sorts of reasons, from “Dutch disease” economic distortions to the derangement of normal citizen-state relationships, oil riches can in time undermine regimes, weakening and even destroying them.
That said, a more recent body of research has empirically demonstrated the intuitive twin of this conclusion: Higher prices cause greater interstate aggression by oil-producing countries. Why would this be the case? Greater oil revenue flushes petrostates with confidence and also cash that they can put toward military spending or foreign adventures. To take one obvious example, we need only look to Iran’s using its oil revenue to fund proxy groups such as Hamas and Hezbollah. Furthermore, military spending by one regional oil producer can beget spending by others, fueling regional arms races that can make aggression and conflict by miscalculation more likely. The onset of the Iran-Iraq War in September 1980 may be a prime example of that dynamic.
Most prominent among the empirical studies is Cullen S. Hendrix’s 2014 paper, which shows a statistically significant relationship between higher oil prices and “dispute behavior” (military actions short of actual war) by oil-exporters. (Hendrix also summed it up nicely in this Washington Post piece.) He found that “all things being equal, a one standard deviation ($18.60) increase in the price per barrel of oil from the sample mean ($33.81) is associated with a 13 percent increase in the frequency of [dispute behavior]” in oil-exporting states. He also found that, above $77 a barrel, oil-exporters are significantly more dispute prone than non-oil exporters.
Hendrix also explores the potential complication of reverse causality: Could dispute behavior by oil-exporting countries be driving prices higher, rather than the other way around? A key analytical consideration here is timing. We can all agree that geopolitical activity affects prices in the short-term (such as the Syria example mentioned above), but is this reverse causality true on a sustained basis? Parsing out long-term signal from short-term noise, Hendrix examines whether elevated aggregate dispute behavior affects oil prices at the yearly—rather than daily or weekly—level, and finds that this relationship does not hold. His explanation here is that other players typically step in to redress markets: “While dispute behavior may drive prices changes in the short term . . . the strategic significance of oil prices and oil-exporting states encourages major powers to act in ways that stabilize markets, either through market intervention . . . or direct, armed intervention.”
Jeff Colgan of Brown University has also touched on this topic, finding through his research that oil has fueled—in some way—one quarter to one half of interstate wars since 1973. He also notes that oil-producers are 50 percent more likely to engage in conflict than non-oil producers. Colgan identifies eight, non-mutually exclusive causal mechanisms for how oil fuels international conflict, most of which are implicitly exacerbated by higher prices. They are: “(1) resource wars, in which states try to acquire oil reserves by force; (2) petro-aggression, whereby oil insulates aggressive leaders such as Saddam Hussein or Ayatollah Ruhollah Khomeini from domestic opposition and therefore makes them more willing to engage in risky foreign policy adventurism; (3) the externalization of civil wars in oil-producing states (“petrostates”); (4) financing for insurgencies—for instance, Iran funneling oil money to Hezbollah; (5) conflicts triggered by the prospect of oil-market domination, such as the U.S. war with Iraq over Kuwait in 1991; (6) clashes over control of oil transit routes, such as shipping lanes and pipelines; (7) oil-related grievances, whereby the presence of foreign workers in petrostates helps extremist groups such as al-Qaeda recruit locals; and (8) oil-related obstacles to multilateral cooperation, such as when an importer’s attempt to curry favor with a petrostate prevents multilateral cooperation on security issues.”
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