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PROLOGUE



THE FORBIDDING GEOGRAPHY SURROUNDING THE CASPIAN region of Central Asia and the Caucasus has long isolated it from the rest of the world. Situated between the Black Sea to the west and the Tien Shen mountains to the east, this is a vast land of sprawling deserts and jagged, nine-thousand-foot peaks, a bit more than half the size of the continental United States. In the center is the Caspian Sea, five times the size of the next largest inland body of water, Lake Superior.

Over the centuries, Russian novelists and British adventurers romanticized the region, with its camel fights, cacophony of languages, and magisterial kingdoms, known as khanates. But Russian soldiers seeking conquest sometimes became lost and desperate in its daunting wilderness, terrified of the Turkmen, Bukharan, or Chechen raiders whose knives and slave markets might await them. Because the region was so secluded, its exposure to the outside world was limited mostly to the march of conquering armies, starting with those of Alexander the Great more than 2,300 years ago. By the late-middle nineteenth century, its Armenian, Georgian, Persian, and Turkic-speaking Muslim peoples were under the rule of imperial Russia.

Always, there was oil. Marco Polo, the thirteenth-century Venetian trader, reported camel drivers exporting crude from Baku, the capital of Azerbaijan, to points as distant as Baghdad. It was valued both as an illuminant and a balm, he wrote, because “in all the neighborhood no other oil is burnt.” Petroleum deposits were so vast that oil and gas issued un-coaxed from the earth.

In 1872, czarist Russia loosened private land ownership rules in Baku, triggering a feverish oil boom there. At the turn of the century, Baku was providing more than half the world’s oil supply, outproducing even Rockefeller’s Standard Oil. Great fortunes were accumulated by the city’s oil barons, who built imposing mansions and remade Baku into a European-style metropolis, resplendent at night under the glow of electric lights.

The 1917 Bolshevik Revolution claimed thousands of lives in Baku, destroyed its tycoons, and brought its golden age to an end. Oil production plummeted, wiping out Russia’s chief source of export dollars. Baku’s decline mirrored the industrial paralysis that gripped all of Russia, a nation chronically unable to produce and innovate. Ever since Peter the Great, the Russians had attempted to compensate for this deficiency by importing foreign expertise. Now, his scorn for the West notwithstanding, Vladimir Lenin did the same.

American industrialists like Averell Harriman and Henry Ford answered the call, as did a scrappy New Yorker named Henry Mason Day, who revitalized the Baku oil industry with his state-of-the-art drilling technology. German, British, and other American companies followed Day into Baku, building new pipelines and refineries. The oil fields boomed. By 1928, production had recovered to its turn-of-the-century peak and Stalin was committing more money to spur further growth. So it went for decades, until Baku’s oil production and the city itself once again slid into a deep decline. The grand old mansions decayed, and the city became a seedy backwater that stank of oil fumes and garbage.
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On December 26, 1991, the Soviet Union collapsed, and the Cold War came to an abrupt end. Fifteen new nations emerged from the wreckage, among them a cluster of states in the Caspian region with names so unfamiliar that few outsiders could spell or pronounce them. (Some foreigners dubbed them the “Stans,” since many of their names ended with that syllable.) Although these states were economic failures, together they were said to possess the world’s third-largest reserves of oil and natural gas, behind only the Persian Gulf and Siberia.

Thus began a new Caspian oil boom, one that would dwarf its nineteenth-century predecessor. Oilmen from America, Britain, Italy, France, Japan, China, and elsewhere scrambled to cut billion-dollar deals with the region’s emerging strongmen. For a time, the Caspian was at the center of “the greatest sale in the history of the world,” as writers Daniel Yergin and Joseph Stanislaw described the period. It echoed the era immediately preceding the First World War, when American and European industrial titans struggled for power and raw economic dominance. The excitement that the Caspian triggered in the global halls of commerce called to mind the openings of the Suez and Panama canals. Western nations relished the prospect of becoming less dependent on Persian Gulf energy suppliers, whom Washington and London increasingly mistrusted. The Central Intelligence Agency fielded Caspian agents, and the U.S. Army trained local soldiers to keep pipelines safe from attack. (Even Hollywood got in on the act. Caspian pipeline intrigue provided the backdrop for the 1999 James Bond film The World Is Not Enough, and the CIA, Kazakhstan oil fields, and oil industry corruption drove the 2005 political thriller Syriana.)

Oil riches remade the two most important cities of the region—Baku, the Azeri port on the west side of the Caspian, and Almaty, the Kazakh business capital on the east side. New European restaurants and Turkish cafés flourished. Along Baku’s faded promenade, Charlie’s Bar served American-style hamburgers, and well-dressed couples strolled at night past brightly lit cosmetics and clothing shops. Gamblers risked their oil fortunes in Baku’s casinos, and onetime Soviet apparatchiks, flush with bribes, built luxurious homes and imported new Mercedeses. Kazakhstan’s president, Nursultan Nazarbayev, built an entirely new capital that resembled an upscale theme park.

But the sudden display of cosmopolitan wealth masked some ugly realities. The larger population remained mired in poverty; in time, the presidents of Azerbaijan and Kazakhstan would be named in U.S. money-laundering and corruption cases.

Fortune hunters and adventurers of all stripes flocked to the Caspian from throughout the West. Some were outright hustlers, like Viktor Kozeny, a smooth-talking Czech American with a Harvard economics degree who lured to his investment scheme former Senate majority leader George Mitchell and some of Wall Street’s most seasoned financiers. Other pitchmen claimed that they could obtain the rights to the region’s gold mines; before being unmasked, they managed to float stock issues in Toronto and London totaling $150 million. In both the Kozeny and gold mine deals, all the money was lost.

But the most intriguing players were the middlemen—shrewd American and European dealmakers without whose blessings few foreign companies could gain access to an oil field. Some had flocked to the Soviet Union in the Gorbachev era, eager to participate in the profits they thought could be made from the newly legalized joint ventures between foreign companies and Soviet partners. But before the deals could get off the ground, the Soviet Union began to collapse all around them. Hungry for new opportunities, the boldest of these western entrepreneurs moved on to the former Soviet republics surrounding the Caspian, now independent nations. There they gained the confidence of the region’s autocratic rulers, who asked them to protect the interests of the newly independent republics.

John Deuss, a Dutch oil trader with keen and ruthless instincts, was one such operator. He hobnobbed with Arab sheikhs and flew in a Gulfstream jet, often with beauteous models at his side, to visit his offices around the world. Frequently, he dispatched his jet to pick up employees or friends for a weekend at his Bermuda estate. In 1990, he had sent a team to the Soviet Union to look for promising ventures. That led to friendships with the leaders of Russia and Kazakhstan, relationships that he hoped to parlay into billions. In an especially nervy play, Deuss obtained exclusive rights to build a pipeline that would export oil from Kazakhstan’s biggest field, leaving its operator, Chevron Corporation, apoplectic and at his mercy.

But no middleman was more influential or had a more spectacular run than James Henry Giffen, a garrulous and worldly-wise New York lawyer who had become a millionaire by the time he was thirty. Giffen had a long history in the region, starting in the Soviet Union in the late 1960s. In the 1980s, Mikhail Gorbachev lent his personal support to a Giffen consortium of blue-chip American companies anxious to do business in the Soviet Union. The Soviet collapse stripped Giffen of his influence in the Kremlin, but he reemerged in Kazakhstan as the president’s chief oil adviser. It wasn’t long before he helped expel John Deuss. Suddenly, Giffen was the last middleman standing, both envied and feared by other power brokers. For a time, he controlled every major oil deal in the northeastern Caspian. He earned millions from every transaction.
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The headlong rush into the region by the world’s biggest oil companies was easy to explain. The industry had fallen on tough times—one U.S. oil chairman said that conditions were the worst he had seen in four decades. British Petroleum, Chevron, and the others were hungry to remake themselves after almost two decades of boom, bust, and contraction, and they saw a golden opportunity in the Caspian. They jostled for advantage, led by such outsize personalities as Chevron’s energetic Dick Matzke, who made friends and enemies with equivalent ease; Mobil’s Lou Noto, who enjoyed the spotlight perhaps even more than the deal; and British Petroleum’s prickly John Browne, so powerful that his decisions forged British foreign policy.

But in the Wild West atmosphere of Baku and Almaty, there were few rules and no guarantees. Oil executives spent weeks simply trying to determine who in the government was in charge. One local “agent” after another whispered that he, and he alone, could procure the desired deal. The oilmen spied on one another, and local KGB agents spied on all of them, using bugs that were quickly detected but just as quickly replaced, ever more cleverly.

The Caspian’s autocratic rulers, at first dismissed by the oil executives as rubes, turned out to be tough negotiators with few illusions. They had honed their skills in the Soviet era, when the Kremlin shamelessly flattered western businessmen, all the while squeezing them relentlessly for the most advantageous terms. Signed contracts were unilaterally declared open for renegotiation whenever oil companies seemed vulnerable to new demands. Virtually no license or permit—almost every step in a deal demanded one or the other—was awarded without a bribe, politely called a “present.” As the competition for oil rights grew more feverish, the cost of graft soared.

Even when these obstacles could be overcome, daunting physical challenges remained. The Caspian’s largest fields, in the north, were among the deepest in the world, encased under layers of salt four miles thick or more and suffused with poisonous hydrogen sulfide. Rare mud volcanoes that spewed cold grime dotted the seabed offshore from Baku. Oil company engineers found ingenious ways to cope.

But the biggest obstacle of all was Russia, determined to maintain its hold on the petroleum riches of its former colonies. The Kremlin simply muscled its way into some of the early deals, at one point even threatening that any unauthorized oil platform near Baku would be subject to military attack. But Moscow’s most persuasive weapon was its ownership of the Soviet-era pipelines through which all Caspian oil was exported. The oil companies faced the unhappy prospect of forever having to bow to Russia’s terms in order to get their oil to market. In a provocative demonstration of the pain it could impose, Moscow intermittently and without warning blocked Kazakhstan crude from entering its pipelines, causing particular anguish at Chevron.

Western oilmen increasingly worried that their crude might literally end up stranded, and stranded it would be worth nothing. By the late 1990s, the U.S. government and the oil multinationals were moving in lockstep to develop an export pipeline route from Baku to the Mediterranean that would touch not an inch of Russian soil. If they succeeded, Caspian oil and natural gas would flow unhindered to the West.

Oil and profit were the irresistible lure, but the struggle in the Caspian was also about geopolitical power and national pride. Now that it had won the Cold War, Washington was determined to establish an American preserve in the region and dismantle the expansionist Russian empire for good. After the breakup of the Soviet Union, Russia was desperate to retain its old imperial influence. The Caspian nations relished the prospect of genuine sovereignty after more than a century of Russian rule. To say the least, these aims were incompatible.

And so “pipeline politics” became a modern-day version of the nineteenth century’s Great Game, in which Britain and Russia had employed cunning and bluff to gain supremacy over the lands of the Caucasus and Central Asia. This book is the story of how, at the dawn of the twenty-first century, the game was played once again across the harsh environs of the Caspian Sea.
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CHAPTER 1



The
Barons

[image: image] IN THE EARLY NINETEENTH CENTURY, Baku was a frontier settlement with the air of a medieval duchy. Within its seven-hundred-year-old walls, narrow cobblestone streets snaked past bustling outdoor markets, small mud-sided homes, and a minaret from which a princess had jumped to her death to escape her incestuous father. Rainbow-colored wooden carts called arbas, their wide carriages mounted on irregular seven-foot-tall wheels, transported people and goods across the surrounding desert. The crescent-shaped bay—seven miles from tip to tip and fifteen miles in circumference—teemed with fishing boats from the Russian city of Astrakhan up the coast and black merchantmen from downcoast Persia.

Baku was not regarded as a benign place. Alexandre Dumas père witnessed a frightening menagerie in 1858—“Tigers, panthers, jackals that roam through the whole province; the plants; the insects—locusts, scorpions and poisonous spiders.” And then there were the relentless dust storms. A British petroleum engineer named A. Beeby Thompson wrote of winds that deposited as much as five feet of sand on roadways, halting all traffic. “There is no complete escape from these sandstorms,” Thompson observed. “The fine dust penetrates everywhere; it accumulates in the pockets; it finds an entrance into the watch case, and causes the works to get clogged; it defies double windows and shutters, and the silicious particles accumulate in the house to such an extent that shovelfuls of sand may be removed from a Baku drawing room after a storm.” Still, the wonders of Baku astonished those daring enough to visit. At night, when the winds quieted down, it became a magical place. Fire danced from the land and sea; in November and December, it lit the western horizon an eerie blue. A British professor visiting in 1845 described “a fairy castle” in which “multi-colored tongues of fire dance weirdly in the winds.” In 1876, a journalist declared the spectacle “as wonderful as the Solfaterra at Naples, or the Geysers of Iceland, and to me infinitely more curious.” Other visitors spoke of huge bubbles that suddenly appeared on the surface of the Caspian, capsized ships, and, if a torch were tossed overboard, produced a wall of flame. Visitors also reported a trick of physics in which the fires did not burn hot—Ludvig Nobel emerged unscorched after steering a steamboat straight through the blazing sea.

The source of these phantasmagoric displays was Baku’s tremendous store of hydrocarbons. Experts speculated that the region was on top of a seventy-million-year-old residue of dead microorganisms. Another possibility was that detaching from the Black and Mediterranean seas had turned the Caspian into a saline death trap that entombed thousands of fish and other animals every day. Fumes from these ancient petroleum deposits continuously leaked to the surface, where they ignited at the slightest provocation.

Baku’s oil earned an early, almost mythic reputation. Marco Polo’s was perhaps the first written account. He reported a gusher that in a single hour produced “a quantity of oil sufficient to load up one hundred vessels.” Later reports were strikingly similar. Eighteenth-century British trader Jonas Hanway described Russians sipping cordials of Baku’s “white oil,” a spontaneously occurring mixture of natural gas and petroleum that they thought chic and a certain cure for venereal and heart disease. While nearly all the world cooked by wood fire, a visitor to the district of Surakhani found that fumes escaping from the ground enabled the preparation of heated meals. Villagers simply dug into the soil and, applying a live coal, ignited a blaze. The natural gas that produced this phenomenon could be dangerous. In 1754, a traveler spoke of eight stabled horses being burned alive when the earth beneath them accidentally caught fire.

One peculiarity especially absorbed visitors—the theology attached to Baku. Zoroastrianism, the monotheistic Persian faith that originated the notion of angels, paradise, and the underworld, taught that fire purified the soul. Hearing of Baku and believing that the fires had burned since the Flood, Zoroastrians flocked there. They built temples where flames fed by natural gas jetted through porous limestone—the same jets that created the city’s nightly fusing of Lewis Carroll fantasy and Dantean nightmare. The Zoroastrians fled in the middle of the seventh century, after Christian invaders sacked their temples and Arab conquerors insisted that Baku convert to Islam. Some brave followers made pilgrimages to Baku for centuries afterward, but by the 1860s xenophobic Orthodox Russia had all but halted even those short visits.
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The first oilmen of Baku simply took out their shovels and dug or used their bare hands—the oil was that close to the surface. Obtaining the rights to do so was simple; you could buy or lease. Written evidence of one such agreement dating back to the Muslim year 1003—about 1595 by the western calendar—was found on a stone unearthed in a Baku oil pit. An Arabic inscription recorded the name of a landowner, Allah Jaz, the son of one Mohammed Nurs. The stone indicated that Mr. Jaz did not himself dig for oil but rather leased his property to an unnamed tenant. The tenant would have collected the oil in a pond lined with stone, then poured the unrefined crude into boordukes, goat-or ram-skin bags holding about twelve gallons. If Mr. Jaz’s tenant were export-minded, he would have loaded the boordukes onto camels, two bags per beast, and shipped them in caravans across the desert. An arba could carry ten times as much oil but was not sufficiently sturdy to survive the arduous trek to distant markets.

So it went for the next two centuries. During that time, Mr. Jaz’s property, in a district called Balakhani, was absorbed into the Persian Empire, then in 1813 into Russia. On the other side of the world, America had yet to develop a commercially exploitable oil industry. But that was about to change, sending shock waves all the way to Russia and, finally, to Baku. In 1859, a tenacious entrepreneur named Edwin Drake struck a gusher after twenty months of toil in the poor western Pennsylvania town of Titusville. With it, he triggered the world’s first oil rush. In the wake of that discovery, a stern and lanky Clevelander named John D. Rockefeller cornered both the U.S. and European markets, earning him history’s first great oil fortune.

By the late 1860s, Rockefeller-led advances were revolutionizing the oil business, but production methods at Mr. Jaz’s property were substantially unchanged. The latest tenant on this land lacked almost any justification to invest in the new steam-driven wells because unlike his Pennsylvania counterparts, he couldn’t be sure he would be the one to profit. Russia, milking the state-owned fields for bribes as Persia had in the past, rotated tenants every four years to obtain fresh payoffs. Hence, Balakhani tenants had every reason to continue to dig and scoop, without bothering to refine, and sell as much oil as they could as fast as they could. The result was that Russia’s product was inferior in every way to Rockefeller’s, including price.

Three years after Drake’s discovery, a few tin containers of kerosene arrived in St. Petersburg. Their appearance might have gone unnoticed except that, improbably, they had traveled all the way from America.

Why would anyone finance an eight-thousand-mile shipment of kerosene when petroleum-rich Baku was so close at hand? The reason was simple. Nights were long for half the year in the Russian capital, and its people had to rely on malodorous tallow to relieve the darkness. The American kerosene was clean-burning by comparison, and tradition-bound Baku was producing only a relative trickle of kerosene. By 1870, gratified Russians were buying 250,000 gallons of U.S.-produced fuel a year, much of it from Rockefeller.

Russian scholars wondered how the United States, which had discovered its oil just a few years earlier, could so brazenly challenge the Empire in its own backyard. The answer, of course, could be found in the self-defeating and corrupt management of the Empire’s petroleum riches. Court ministers and the press urged Alexander II to act. The czar was no visionary, nor even very resolute, but after some dithering, he buckled. In December 1872, he ordered the auction of 1,240 desseatines—3,348 acres—of oil land. In that one act, Alexander wiped out much of the state’s suffocating hold on the industry and triggered a delirium that would itself spread all the way to upstart America. At first, there was panic in Baku. Somehow the mistaken impression had taken hold that all the region’s oil lay within these tracts. Thus, bidders feverish to obtain some of the supposedly limited supply drove up the collective price of the lands at auction by a factor of six.

Not surprisingly, authorities by and large rigged the process. Most of the successful “bidders” were senior officials favored by Alexander, and the remainder were Baku’s richest merchants. But there was one unlikely winner. The son of an illiterate shoemaker, he would learn to write his name only later, and even then the resultant signature more closely resembled a chicken scratch.
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Zeynalabdin Tagiyev had neither great wealth nor influence. He had made his way in life as a master stonemason after a harsh boyhood in which he was apprenticed as a bricklayer at the age of ten. But by the late 1860s, as he reached middle age, he had achieved a modicum of success. He had a thriving business as a building contractor and owned two retail fabric shops besides.

Baku was not big, but as the main regional trading hub connecting the Persian, Ottoman, and Russian worlds, it did offer considerable opportunity to the observant. Tagiyev noticed some small yet fascinating changes in Baku’s rudimentary oil industry. One well-off oil field tenant had built a primitive refinery. Other, smaller operators were erecting more modest kerosene-making plants—each little more than a roof over a couple of stills, but for Baku, real progress. Tagiyev himself soon procured a simple, two-cauldron refinery.

The announcement in 1872 that the state would auction some of Alexander’s oil lands excited Tagiyev, and he and an equally exhilarated Armenian friend named Sarkissov agreed to enter into the bidding. But how could they hope to compete with Baku’s wealthiest and most influential figures? In particular, they were vexed by a contractor named I. M. Mirzoyev, who more than anyone had contributed to the auction hysteria. It was not that Mirzoyev was reckless—it was he who had had the foresight to open Baku’s first refinery—but he was a bit overenthusiastic. He paid an astounding £254,000 for a 270-acre parcel—85 percent of all monies raised during the auction to buy 8 percent of the land. His tract was among the most highly prized, and no one begrudged Mirzoyev his right to disgorge his fortune this way. But in doing so, he disheartened the few ordinary bidders, such as Tagiyev and his partner, who could not afford to be so profligate.

Their chance finally arrived in the auction’s final hours, when the more dubious properties came on the block. The next-to-last parcel was especially suspect. It was a stretch of flatland called Bibi-Heybat, one thought so unlikely to contain hydrocarbons that the state had appraised it at a mere £57. But the participants’ zeal after Mirzoyev’s example was still intense, and they bid up the price, driving it to fifteen times its assessed value. Sensing that this might be his final opportunity, Tagiyev would not be denied. He bid £906. No one countered. Dubious Bibi-Heybat was theirs.

The oil field was next to a mosque, and “dubious” soon seemed a generous way to describe it. Tortuous months of extracting just a dozen barrels from time to time stretched into years. Finally Sarkissov lost patience and sold out to his partner.

Not until fourteen years after the auction did Tagiyev’s payoff come. But when it did, it arrived in a very big way.

On September 27, 1886, there was a rumble at Bibi-Heybat, and a gusher burst 224 feet into the air. It resembled “a colossal pillar of smoke, from the crest of which clouds of oil sand detached themselves and floated away a great distance without touching the ground,” the Baku News reported. The magnitude of Tagiyev’s strike was flabbergasting. Before it was contained, it spewed, and lost, more oil each day than was being extracted at the time by all other major petroleum-producing centers in the world combined—including America’s twenty-five thousand wells and those in Galicia, Romania, and Burma.

The mosque next door and nearby homes were drenched by the 3,500-barrel-an-hour shower of oil and rock. Even neighbors a mile and a half away were treated to the downpour. On the sixth day, a sudden thrust of crude saturated the square in front of the Baku Town Hall two miles from the well. Two days later, the flow was measured at 81,400 barrels every twenty-four hours. Authorities demanded that the well be capped, and on the fifteenth day Tagiyev’s engineers managed some semblance of control—they reduced the daily outflow to 7,000 barrels. “Altogether,” the Baku News reported, “close on 12 million puds [1.4 million barrels] are estimated to have come to the surface, and most of this was lost for want of storage accommodation. The oil simply poured into the Caspian Sea, and was lost forever to mankind.”

Before long, Tagiyev’s strike was making him among Baku’s wealthiest citizens. His oil, notable for its high quality, fetched twice the price of that extracted in Balakhani, where land cost up to five times as much. Tagiyev proved not only determined but clever and ambitious as well. He built a refinery to process his crude and a dock on the Caspian from which his own private tanker fleet could steam north to the mouth of the Volga River. Waiting there were Tagiyev-owned barges to ship his oil to customers courted by his own Moscow sales office.

Tagiyev became Baku’s most influential citizen, a dignified and deceptively quiet man with a bearded, open face and white hair who was astonishingly lean and fit. Peasants, workmen, robbers, and the crustiest oilmen all treated him with deference. When he appeared in public, he extended his hand, and people jostled to kiss it and addressed him as “Haji.” He was elected chairman of the city council and was decorated by the Emir of Bukhara and the Shah of Iran. Czar Nicholas II named him an honorary state councilor. Even after he left the city council, few people of consequence would pass through town without dropping by for tea with the oilman who after years of struggle had overtaken all the power brokers and generals to become Baku’s elder statesman.
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Foreign visitors raved about the oil. Lewis Emery, an oilman from Bradford, Pennsylvania, found that Baku’s lamp oil, unlike that at home, produced no smoke when it was burned. British journalist Charles Marvin reported that Baku oil was less dangerous as well, its flash point at 88 degrees, some 20 degrees higher than the American varieties. Other American visitors found the fountains of oil roaring skyward most thrilling. Some recalled that, in the Titusville boom, a few hundred barrels a day was a bonanza. But in Baku, a well called Vermishev spewed oil for four solid months, its stalk forty feet tall and nine feet in diameter.

Even after the introduction of safety measures—storage tanks, caps with specially designed sliding valves—Baku’s monsters were not easily controlled. In August 1883, the most famous of all, a well called Friendship, erupted with a gusher that tore its safety cap to shreds, then ripped through twenty-five feet of concrete casing as well as the roof and sides of a seventy-foot-tall derrick. Visible eight miles away and audible at a distance of three miles, the fountain thundered two hundred feet in the air for more than four months.

Outsiders mobbed Baku, causing the city’s population to surge from 14,500 to 80,000 in a mere decade (by 1905 it would be 207,000). Most of the newcomers sought work in the fields. But others came with ready cash to invest in the hope of becoming rich, among them Europeans and Americans who paid £35 for the ten-day, 2,500-mile journey from London requiring both rail and sea travel.

The oil fields were transformed; hand digging was abandoned. Seventeen steam-drilled wells quickly materialized, and by 1878 there were 301 of them. The government auctioned off more land, and one new field named Zabrat was so prolific that it was dubbed the “Golden Bazaar.” Wild speculation erupted. The oil lands were subdivided, then divided again. Ordinary people began digging in their yards, and some discovered that they, too, were wealthy. Everywhere workers were raising cone-shaped wooden derricks twenty feet square at the base, sixty to eighty feet tall, and three feet square at the top. The greasy structures barely fit onto the slivers of land on which anyone with a bit of means was working.

It seemed that everyone had become a refiner, too. People converted their homes into distilleries, and Baku became a fog of black smoke. Appalled city officials banned refineries, forcing the erection of a new suburb to accommodate them. Aptly, it was called Black Town. By 1880, Black Town was a nightmare picture of gangs of shirtless men toiling in 195 oil-saturated refineries.

The area ultimately under production wasn’t large—twelve square miles, but it spawned new millionaires by the day. A fabulously wealthy core of two hundred emerged, and people began calling Tagiyev and his fellow operatives “the barons.”

Unabashedly ostentatious, the barons used their money to raise a European-style city outside Baku’s old walls. They outdid one another with their construction of inns—the Hotel d’Europe and the Dominique were the most elegant—plus casinos and rows of exclusive shops. Their taste was eclectic, to put it kindly, favoring Moorish, Gothic, Byzantine, and rococo—sometimes all in the same structure. They copied Venetian palaces from postcards. A baron named Isa Bey Hajinski built a three-story mansion that vaguely resembled playing cards. A neighbor saw a photograph of a dragon in a magazine and fashioned his palace into a facsimile; guests entered through the open jaws.

The barons’ families lived in old-fashioned Eastern splendor. A middle-ranking baron named Timurbek Ashurbekov employed a cook discharged by the Emir of Bukhara, whose kingdom lay across the Caspian. Some of the barons’ homes were served by eunuchs, who escorted their veiled wives on the street and, late at night, read their children bedtime stories. The barons themselves seldom went home. They gathered after hours at a private seaside club called the Oil Producer’s Association or in their villas in the northside resort of Mardakhan, developed by Tagiyev.

The reverberation of gunshots was commonplace. Until the government finally outlawed the practice, celebrants at Baku parties fired from their homes at passersby. Even boys of ten carried small revolvers. The violence was not just for fun. Many of the oilmen despised one another, and those tensions, when added to the highway banditry between Baku and the oil fields, made people understandably anxious for their safety. Before long, bands of hired gunmen, called kotchis, from the Persian for “daredevil,” appeared on the streets. They displayed a kind of fraternal loyalty but used the bullying tactics of racketeers. Kotchis went to work when especially quarrelsome oilmen encountered one another on the street. The opposing kotchi forces would fire solemnly at one another—not at the actual oilmen, which under kotchi rules was normally prohibited.

It was against this rowdy backdrop that Tagiyev’s image grew larger than ever. At the age of seventy-three, he married Sona Arablinskaya, the seventeen-year-old daughter of a retired czarist general. An ethnic Circassian, Sona was an exotic beauty. The marriage angered Ismail, Tagiyev’s eldest son from his first marriage. For one thing, Ismail himself was twice the girl’s age. More irritating still, he was now technically also his own father’s brother-in-law, for Tagiyev had married the younger sister of Ismail’s own wife. Unmoved by his son’s protests, Tagiyev became devoted to Sona—and dangerously possessive.

A few years after the wedding, Tagiyev heard talk of a scandal in his downtown mansion. At the center of the affair was Prince Bebutov, who had once been in Tagiyev’s care as a sort of foster child. It was whispered that the prince, now of age, had became a little too friendly with Sona.

Lev Naussimbaum, the son of a Baku oilman, wrote an account of what happened next, embellished somewhat but in general agreement with family oral history. Tagiyev summoned Bebutov to his private chambers and confronted him with his suspicions. Dissatisfied with the prince’s response, Tagiyev—whom Naussimbaum called “the general”—clapped three times. Servants entered, and the patriarch commanded: “Deprive him of his sex!”


The Prince roared, the general cursed, the armed servants proceeded to obey their employer. The general’s son hurried to his foster brother’s assistance, but was beaten and driven away. By a miracle the prince succeeded in tearing away and running down the steps. There he was attacked again, but was able to attract the attention of his servants, who stood in the street. Now it came to a regular battle between the prince’s servants and the general’s. Passers-by on the street, who did not want to lose the opportunity to take part in a battle, interfered so that the prince could be dragged away from the field of manly honor. The fight, which had now lost its objective, was continued for several hours for purely esthetic reasons.


According to Naussimbaum, the prince fled to Paris. As for Tagiyev, he became, in the view of the adoring Russian media, “The Azerbaijani Eunuch-Maker.”



CHAPTER 2



A
Visitor
from
Sweden

[image: image] A FEW MONTHS INTO THE BOOM, A visiting Swede stepped off a Caspian Sea steamboat and onto the docks at Baku. At forty-three, Robert Nobel was the eldest of three talented brothers whose family name would ultimately ascend to a nineteenth-century pantheon alongside the entrepreneurial giants Carnegie, Morgan, and Rockefeller. On this day in 1873, his immediate task was to find and purchase a supply of hardwood to be shaped into rifle stocks for imperial Russia’s army.

But from the moment he boarded the steamer, on the last leg of a long journey from St. Petersburg, his interest in hardwood had begun to fade. The boat’s Dutch captain had regaled the impressionable Robert with colorful stories of Baku. When he disembarked, he was fascinated by what he saw and heard. The oilmen he met were full of swagger and greed and stories about huge gushers sending skyward black columns of crude.

Robert was carrying twenty-five thousand rubles, entrusted to him by his brother Ludvig to buy the hardwood. But all the talk of fortunes to be made in the nearby oil fields was too alluring to resist. Within a matter of days, he had spent the entire twenty-five thousand rubles on the purchase of a Black Town refinery and an oil field property owned by the steamboat captain. The Nobel Brothers Petroleum Company was born.

Robert’s impulsive dealmaking went largely unnoticed in frenetic Baku, and he would ultimately become a figure lost to history. Yet his gamble that day would put this backwater city on the path to becoming the world’s first great oil capital, and it would set in motion the complete modernization of the global oil industry.

A commanding figure with his bushy eyebrows, beard, and determined gaze, Ludvig would emerge as the architect of this extraordinary transformation. He would revolutionize the way petroleum products were transported around the world by designing and building the first successful version of an oceangoing tanker. He would devise a refining process so advanced that it would still excite American oilmen when they finally embraced it a quarter century later. He would create the first environmentally regulated workmen’s village, an advance that over the next century would open the areas with the harshest climates in the world to oil exploration. For decades to come, his name would be synonymous with oil.
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For the Nobels, the era had begun in 1838, when their father—the chemist, engineer, and inventor Immanuel Nobel—moved to the Russian capital to try to sell his inventions to the czar’s court. The Russians were interested almost immediately in a weapon the Swede had perfected, the underwater exploding mine, and before long, Czar Nicholas I began giving Nobel grants for his work. The insolvent but confident Immanuel uprooted his family to the Russian Empire. For two decades, Immanuel obtained profitable commissions—he created the first central water-heating plant and a customized five-hundred-horsepower engine for Russia’s warships. But then Nicholas died, and Immanuel’s fortunes died with him. Wary of outsiders, Alexander II severed his predecessor’s contracts. Immanuel returned to Sweden, penniless.

All three sons inherited their father’s expertise in the laboratory. Alfred, the youngest, was the first to gain prominence. At age thirty-three, he appropriated Italian chemist Ascacio Sobrero’s invention of nitroglycerine and used sand to change it from a dangerously volatile liquid into a stable solid. His patented creation—Alfred called it “dynamite”—was instantly popular with builders and miners. He was soon managing a global dynamite monopoly from an apartment on the chic Avenue de Malakoff in Paris, proving so shrewd a businessman that Europe’s premier financiers considered him one of their own.

Ludvig, the middle son, remained in St. Petersburg to settle his family’s business affairs after his father’s return to Sweden in 1859. He was the logical choice, possessing as he did his brother Alfred’s initiative and good judgment but none of Robert’s often unappealing personality traits. Over time, Ludvig restored his family’s name in the Russian capital and won the favor of the unpredictable Alexander. Operating his own machine shop, Ludvig made himself Russia’s largest manufacturer of horse-drawn military supply carriages. When the czar commissioned him to manufacture thirty thousand automatic rifles to replace the Russian military’s old muzzleloaders, Ludvig’s success seemed assured.

It was in connection with this undertaking that he dispatched his older brother to the Caspian in search of hardwood. Handicapped by a short temper and a persecution complex that together undermined his every venture, Robert had suffered several business failures over the years. He had joined Ludvig in St. Petersburg as perhaps the only dignified opportunity left open to him.

When he returned from Baku with the news that he had spent the twenty-five thousand rubles on an oil field and a refinery, Ludvig had little choice but to make the best of his brother’s initiative. He agreed to advance the additional cash needed to cover the initial operating costs. (Brother Alfred would later invest some of his dynamite fortune in the Nobel Brothers Petroleum Company, entitling him to lecture the financially untutored Ludvig about improvident spending. The lectures would fall on deaf ears.)

Robert went back to Baku brimming with ideas. He began with what he knew best—chemistry. The kerosene manufactured in the Nobels’ refinery produced copious amounts of smoke and a repellent odor, shortcomings that all Baku refineries shared. Robert quickly identified the source of the problem, an outdated method of purification. He introduced an improved procedure that used caustic soda as the cleaning agent, and then he built an entirely new refinery.

His perfectionism became celebrated. Of all the Black Town refinery owners, only Robert insisted on strict cleanliness—leaks were to be instantly repaired and oil puddles swabbed. Because he didn’t trust local specialists, he imported Swedish talent: a production chief, a senior chemist, and a machine shop foreman.

But no one could dismiss the results: Within two years, Nobel Brothers Petroleum’s kerosene wasn’t just the finest in Baku, but also matched American quality. In October 1876, the first three hundred barrels of Nobel kerosene were shipped to St. Petersburg; their arrival signaled the beginning of the end of Rockefeller’s domination of the Russian market. The American oil wizard had conquered Europe, but by 1883 the Nobels would force him to retreat from the czarist empire.

Ludvig finally decided to have a look at the goings-on in Baku for himself. As he stepped off the Caspian steamer with his son Emanuel, the flavor of the city flooded his senses, immediate and pungent. Turbaned stevedores hurried about, and a swarm of Armenian merchants noisily pressed forward to bargain. Baku had seemed to be so much madness when viewed from faraway St. Petersburg. But now, seeing it up close, Ludvig quickly understood his brother’s enthusiasm about the city’s prospects. He toured the new refinery and saw that the Nobel Brothers Petroleum Company had distinguished itself.

He also saw that his brother’s erratic personality was exacting a toll on the company’s operations, so he abruptly elbowed Robert aside and put himself in charge. It could not have come as a total surprise to Robert; he knew that his tantrums had demoralized the employees. But he could not hide his disappointment, and in the autumn of 1879, he disappeared, telling no one of his destination.

Robert left behind an important legacy. Baku had practically thirsted for someone with his combination of intellect, ingenuity, and boldness. Without him, its oil industry almost certainly would not have achieved greatness so soon—perhaps never at all. It is nearly as certain that Ludvig would not have scaled the heights he did. Robert’s daring brought Ludvig to Baku, and Baku unlocked Ludvig’s genius.
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When Ludvig settled in Baku in 1876, the city had a vexing problem: how to export its crude oil and other petroleum products to distant markets. Its oil fields and refineries, perched on the shore of the landlocked Caspian Sea, were disconnected from most of the world. Europe was best reached by the Baltic Sea, but that was some two thousand miles away and blocked by mountains.

The Russian Empire was the chief consumer of Baku oil, but even it was difficult to service with ease. Cargo vessels trying to make their way across the Caspian to the Russian shore were blocked by ice floes nearly half the year. The barge system that transported oil up the 2,300-mile Volga River into Russia’s interior was underdeveloped. Railroads were in decrepit condition.

Even when the waters were open, the economics of Caspian shipping were such that American kerosene actually retailed in St. Petersburg for less than the Baku product. The same was true for markets closer to home. The regional capital of Tbilisi, 341 miles northwest of Baku, bought its kerosene more cheaply from America—fully eight thousand miles to the west.

How to solve the transportation puzzle became an obsession for everyone whose livelihood depended on breaking Baku out of its landlocked straitjacket. “Grandiose schemes are constantly being discussed for conveying the oil to Europe,” British journalist Charles Marvin wrote in 1885. The Briton reported “a great deal of talk of running a pipeline from Baku to the Persian Gulf, with the idea of securing Baku the exclusive control of the markets of Asia.” For his part, Ludvig thought the problem was solvable. It simply required a deliberate, step-by-step approach, he decided, starting with the basics: how oil was sent from oil field to refinery within Baku.

A mere eight miles separated the Nobel wells at Balakhani from their refinery in Black Town. Yet there were chronic bottlenecks. The drivers of the two-wheeled carts that hauled the crude in barrels were the cause. There were an estimated ten thousand of them working Baku’s fields, and each was supposed to make the trip from wells to refineries twice a day. But they were a cantankerous lot. The arba drivers regularly demanded higher pay, often striking till they got it. They took off for Muslim holidays, bad weather, or simply because they felt like it. This was the very problem that Rockefeller had confronted a decade earlier with his teamsters and their horse-drawn wagons, conveying the oil with maddening casualness along the muddy lanes from western Pennsylvania’s oil fields to railroad stops. The American had done away with the teamsters. Now Ludvig would send his arba drivers packing and replace them with the town’s first oil pipeline.

The Crown’s representatives had never heard of an oil pipeline. In fact, the idea sounded a tad eccentric. They refused to grant Ludvig the necessary rights of way, relenting only after he brought political pressure to bear and deposited bribes in the right pockets.

America was the world’s acknowledged leader in pipeline technology, and Ludvig turned there for inspiration. After examining the size of pipe used in western Pennsylvania and studying American pumps and cisterns, he settled on a design. His pipeline would be manufactured in Glasgow of five-inch-diameter steel; the crude would be pushed through it, from oil field to refinery, by a Nobel-designed, twenty-seven-horsepower steam pump.

In 1877, his workers began putting down the line. The arba drivers were livid—along with the coopers who fashioned the barrels—and they organized gangs to disrupt the project. When the police did nothing, Ludvig built eight watchtowers and hired Cossacks to man them. Within a year, the pipeline was complete. The total cost, including pay for the Cossacks, was $50,000. Based on the money saved by firing the arba drivers, the pipeline paid for itself within a year.

Ludvig’s competitors were astounded. He had offered them partnerships in the pipeline when it was first proposed, but they had rebuffed him, forcing him to finance the entire project himself. Now, those who could swallow their pride began paying him to transport their oil. Those who couldn’t tried to duplicate his creation, and the resulting tangle of pipes soon leaked oil everywhere. Ludvig expanded on his success, and by the turn of the century, there would be a network of 326 Nobel pipelines covering nearly seventy miles of territory.

But perhaps his greatest achievement was the development of the oil tanker. Russia’s foremost authority at the time declared it “the most important fact in the entire history of the petroleum industry.” Nobel biographer Robert Tolf called it “a discovery to rank with brother Alfred’s invention of dynamite.” The vessels that Nobel designed and built were forerunners of the block-long supertankers that would sate the modern world’s enormous appetite for energy. By enabling the uninterrupted movement of oil on a global scale, they would spur one of history’s great economic expansions.

Until Ludvig’s invention, oil was shipped in wood barrels aboard the steamships that crossed the Caspian to the mouth of the Volga River. This was an improvement over camels hauling boordukes, but still primitive. The steamships could carry just a few hundred barrels at a time, and the empties were dead weight on return trips. The barrels themselves were expensive because the wood had to be imported, sometimes from as far away as America. If rising oil production drove down the price of crude, as Ludvig suspected it might, the cost of each barrel could ultimately exceed the value of its contents.

Others had already proposed a ship whose outer skin would serve as one giant container. But the Caspian’s turbulence made that impractical. In experiments, ships modified to test the theory were tossed about in the waves as the weight of the oil inside shifted from side to side.

Ludvig rejected the single-container concept that had proved so unstable, instead designing a ship with multiple containers. In his final blueprint, the ship’s hold contained a row of twenty-one vertical compartments, or cisterns, linked to one another by pipes. To enhance stability, the engine was placed amidships, and iron tanks capable of holding 242 tons of kerosene were positioned fore and aft. There were several safety modifications. The cisterns were sealed off from the ship’s boiler and designed to tolerate the expansion or contraction of their cargo when temperatures changed. The hold was ventilated so that gases could not accumulate.

Russian shipbuilders were unsure how to build the peculiar contraption. Ludvig assigned the task to a master shipbuilder in Sweden, and in late 1878 he accepted delivery of the Zoroaster, a 184-foot-long, 27-foot-wide, superlatively buoyant vessel with a gleaming white hull. It was all steel, built according to the most modern specifications.

On its maiden voyage, the ship steamed six hundred miles from Baku to the Russian port of Astrakhan. Word of the successful trip spread quickly, and Americans, Britons, and Germans came to study the design. Eight years later, impressed with the vessel’s ability to conquer the tempestuous Caspian but slow to accept that it could manage the Atlantic or Pacific, the Americans and Britons sent their first replica across the ocean, from England to New York. Ludvig had never bothered to patent his creation.
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It was perhaps inevitable that a powerful competitor would emerge to challenge the Nobel primacy in Baku and Russia. What Ludvig may not have expected was that the threat would come from another influential European family—the French branch of the House of Rothschild.

Barons Alphonse and Edmond de Rothschild were sons of a great financial dynasty whose interests spanned investment banking, mining, oil, and railways. The brothers themselves owned refineries in Marseilles and the Adriatic port of Fiume. For them, Baku was an opportunity to buy low-cost crude to refine in Fiume—and, not so incidentally, to mount a credible challenge to Rockefeller’s dominance in Europe.

From the time of their arrival in Baku in 1883, the Rothschilds always seemed to be a target of mischief. Lev Naussimbaum, the son of an oilman, wrote a probably exaggerated account of how the brothers were victimized for refusing to hire kotchi guards. The hired gunmen retaliated by committing a series of burglaries, after which the Rothschilds got the message and put them on the payroll. But even then, the best the brothers could manage was a sort of catastrophic protection plan covering major crimes; the still-disgruntled kotchis reserved the right to engage in occasional minor thievery on Rothschild property.

The brothers were blatantly duped, Naussimbaum wrote, by Musa Jacob, a weapons smuggler-cum-oilman who wanted to dispose of a dry well. The calculating Jacob lined its sides and floor with concrete and poured in enough oil to create the illusion of an active well. He then informed the Rothschilds that the well was for sale and invited an inspection by their agent. Everything seemed in order, so the Frenchmen closed the deal. When they discovered the swindle, they had to contain their outrage. As Naussimbaum wrote, “When the cementing came to light, the Rothschilds’ representative demanded restitution of the money, but quickly waived further claims when Jacob explained to him that one usually paid for such ridiculous demands with one’s life. The Rothschilds were foreigners and nobody blamed Jacob for this transaction.”

It was serious business, however, when a syndicate of Ludvig Nobel’s competitors in Baku turned to the Rothschild brothers for help. Ludvig’s domination of the Caspian-Volga oil export route had nettled the other oilmen, and they had embarked on a search for an alternative. They came up with a plan to build a 561.5-mile railroad west to the ancient Roman naval base of Batumi, on Georgia’s Black Sea coast. From there, access to all of Europe would be theirs. Czar Alexander III, somewhat annoyed by Ludvig’s steadily expanding power, approved an outline of the proposal. Then oil prices dropped, expenses exceeded the budget, and the syndicate needed a savior.

Alphonse and Edmond knew something about big rail ventures; the Rothschilds had built Europe’s first major railroad, from Vienna to Galicia, as well as the Mediterranean Railway along the French coast. They rescued the syndicate’s rail project by providing some $10 million in financing, accepting as collateral mortgages on oil fields and on a refinery. The new railroad began operating in 1883. The Rothschilds put a hundred of their own railroad cars on the tracks and permitted Ludvig to run 450 tankers of his own, a calculated business decision that must have dismayed the other barons.

The railroad project turned Batumi into a boom town. For decades, it had been a tiny Turkish trading port with a bazaar of rickety booths and only one structure taller than one story, belonging to the Russian vice consul. Now thousands of newcomers built houses and shops, and British companies developed yacht clubs and cricket fields. European visitors could billet in the Hotel d’Europe or Hotel de France. Most preferred the latter because it was larger, it was situated next to the train station, and, what with workdays often stretching into the late evening, it kept its dining room open as late as midnight. Perhaps most important, the hotel’s location was relatively safe, no small consideration in a town so dangerous that virtually everyone carried a small revolver.

The port of Batumi instantly attained world-class status, busier than frenzied Philadelphia, San Francisco, or Port Arthur, Texas. Crude oil stored in towering dockside tanks was loaded aboard British cargo ships that embarked for European refineries at the rate of more than five thousand a year. Kerosene was shipped in four-gallon Welch tins packed in wooden cases. The Rothschilds ran the biggest such operation, employing 1,400 people who in a day could pack thirty-six thousand tins into eighteen thousand cases. Russia added to the port’s congestion by building a naval base. Through it all, Batumi remained a gritty place. Passing through in 1888 on his way to Baku, Calouste Gulbenkian, a twenty-one-year-old Turkish Armenian new to oil trading, found “a filthy mushroom town” where “the water stank of oil and drains and the inhabitants seemed to exist almost entirely by smuggling.”

For a time, the railroad’s success was tempered by bottlenecks that developed in the Caucasus mountains, where steep grades slowed train traffic from Baku and harsh weather sometimes halted it altogether. The main culprit was the 3,200-foot Suram Pass, so difficult a climb that two engines were required to pull just eight tankers over the crest at a time. Rapidly, crude oil awaiting shipment to Batumi was backing up in Baku.

The logical fix seemed to be a pipeline, one far more ambitious than any built thus far in or around Baku. At first, Czar Alexander’s court would have none of it. The opposition there was understandable. The Crown was earning enormous tariffs from the railroad; anticipation of this windfall had been a main reason for St. Petersburg’s original keenness in the project. Neither did the czar’s avaricious agents in Baku support a pipeline. There were endless ways in which they could meddle with the movement of tanker cars on the railroad in order to generate bribes from oilmen anxious that their shipments of crude be expedited.

Baku’s oilmen finally struck a compromise with the Crown, agreeing to a scaled-back pipeline project that kept the trains running at least part of the distance. In 1886, Nobel, the Rothschilds, and Zeynalabdin Tagiyev formed an alliance of convenience, using four hundred tons of Alfred Nobel’s dynamite to punch through the Suram Pass and clear a path for their pipeline. The line that they laid from Baku terminated seventy-eight miles short of Batumi, but it did surmount the mountains and speed the shipment of oil. Seventeen years later, in 1906, the line would be extended the remaining distance to the port, at a total cost of $12 million.


[image: image]


When Batumi opened Europe to crude oil and other petroleum products from Baku, Rockefeller responded with a vengeance. He dropped prices across the continent, typical of the predatory “sweating” that he regularly employed to beat back competitors. Rockefeller added rumor, sabotage, and bribery to his campaign and played on widespread suspicions that oil from the Russian Empire was of poor quality. But unlike most of Rockefeller’s usual victims, the Nobel Company and the Rothschilds had the financial wherewithal to wait out the American and counterattack with a public defense of their products.

Rockefeller was in unaccustomed circumstances. In America, he had long ago ceded 15 or 20 percent of the market as a sop to competitors—it was too much trouble to attempt to grab everything. Now he had a bitter pill to swallow—Standard Oil’s share of global exports would fall from 78 percent in 1888 to 71 percent three years later. Russia would account for the difference; its share, mostly Nobel and Rothschild oil, would rise to 29 percent.

Adding insult to injury, the Rothschilds outwitted Rockefeller with a daring thrust into a new market. It began with a simple problem of supply and demand: The brothers’ Batumi facilities were capable of refining and shipping far more oil than Europe could absorb. Casting about for new customers, they settled on the Far East, an extraordinarily large market that had long been ignored. The question was how to move the oil such a great distance without having the profits eaten up by shipping costs.

The Rothschilds turned to a young Briton named Marcus Samuel for help with their Baku problem. The rotund and excitable Samuel, age thirty-seven, was up to the challenge. Over the years, his father had cultivated strong friendships with a group of Scotsmen who owned Britain’s great trading houses in Bangkok, Calcutta, Hong Kong, Manila, and Singapore. Now all seemed willing to cooperate with their old friend’s impressive son. In 1890, Samuel traveled to Baku on behalf of the Rothschilds. Fascinated with what he saw, he devised a plan so audacious that the Rothschilds at first backed away. They knew how spiteful the intended victim of Samuel’s proposed coup could be—none other than Rockefeller. Eventually, they set aside their apprehension and instructed Samuel to proceed.

Surprise was paramount to the scheme’s success—Rockefeller could be expected to retaliate swiftly if any word of the plan leaked—and Samuel operated in complete secrecy. With the support of his father’s Asia-based friends and the financial backing of the Rothschilds, Samuel approached the British government. Britain controlled the Suez Canal, and Samuel needed permission to ship Rothschild oil through it if his gambit was to succeed. The reason was simple. By taking this shortcut to Asia, the Rothschilds’ ships would make the journey in thirty-five hundred fewer miles than it took Rockefeller’s competing fleet to steam from Philadelphia to Singapore. Conversely, absent the advantage of the Suez, the venture would probably never be profitable.

There was reason to doubt that Samuel would succeed. Already the British, citing safety concerns, had rejected Rockefeller’s own, similar proposal. But Samuel turned Rockefeller’s failure to his own advantage. He commissioned the design of a larger, more technologically advanced tanker than Rockefeller had in mind and convinced the government that the vessel would be safe. Most important, Samuel argued that Britain had a stake in his enterprise—unlike Rockefeller, he would be a Briton shipping cargo produced by a company with strong British ties aboard a British tanker through a canal built by Britain. The British government consented.

The last critical step was to arrange for rapid distribution the moment the oil arrived in Asia. Samuel ordered that depots be
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