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About the Book

Revised and updated to cover the withdrawal of troops from Iraq, and the Arab Spring.

The departure of the last US troops from Iraq at the end of 2011 left a broken country and a host of unanswered questions. What was the war really about? Why and how did the occupation drag on, while most Iraqis, Britons and Americans desperately wanted it to end? And what of oil, which lies at the heart of Iraqi politics?

Now in the first full account of the nine-year war and occupation, Greg Muttitt’s gripping and far-reaching investigation takes us behind the scenes to answer some of those questions, centred on the taboo subject of what has happened to Iraq’s oil. In light of the Arab revolutions, the war in Libya and renewed threats against Iran, Fuel on the Fire provides a vital guide to the lessons from Iraq.


About the Author

Greg Muttitt was previously co-director of campaigning charity Platform, exposing the environmental and human impacts of the oil industry. He has worked on Iraq since the war started in 2003. His work has frequently appeared in the media, including the Guardian, Independent, Financial Times and BBC.
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Iraqi political parties

SHI’A PARTIES

SUPREME COUNCIL FOR THE ISLAMIC REVOLUTION IN IRAQ (SCIRI): founded in Iran in 1982; fought on Iran’s side in Iran-Iraq War (1980– 88); close to Iranian military leadership. Moved to Iraq in 2003. Shi’a Islamist, sectarian; political base among middle class merchants of the Shi’a holy cities. Led by Muhammad Baqr al-Hakim 1982–2003 (killed in terrorist attack), his brother Abdul-Aziz al-Hakim 2003–9 (died of cancer), Abdul-Aziz’ son Ammar al-Hakim 2009—. Associated militia: Badr Brigades/Badr Organisation. Renamed ISLAMIC SUPREME COUNCIL OF IRAQ (ISCI) in 2007.

DA’WA (Islamic call) PARTY: founded in 1959 by Muhammad Baqir al-Sadr and others. Became underground resistance movement in 1970s/80s; many of leaders fled into exile. Returned to Iraqi mainstream in 2003; two major branches comprising those who had been in exile and those who had stayed in Iraq. Shi’a Islamist, somewhat Iraqi nationalist but at times more sectarian according to political climate. Led by Ibrahim al-Ja’afari 2003–6, Nouri al-Maliki 2006—.

SADR CURRENT: founded in 2005 as political wing of Sadr movement: a populist religious and social movement established during 1990s and led by Muhammad Muhammad Sadiq al-Sadr until his assassination in 1999. Conservative, Shi’a Islamist, Iraqi nationalist (but at times more sectarian), anti-occupation; political base among poorest slum-dwellers and rural tribes. Movement led by Sadiq’s son Muqtada al-Sadr from 2003. Associated militia: Jaysh al-Mahdi (disbanded 2008).

AL-FADHILA (virtue) PARTY: Basra-based party, offshoot of Sadr movement, led by Ayatollah Muhammad al-Yacoubi. Conservative, somewhat nationalist.

Coalitions:

(i) Elections of 2005

UNITED IRAQ ALLIANCE – comprising SCIRI, Da’wa, Sadr Current, Fadhila, ‘independents’ (not aligned with a party led by Husain al-Shahristani) and some smaller parties. Won 140 out of 275 seats in January 2005 election of transitional government; 130 out of 275 in December 2005 election of permanent government (SCIRI/Badr 36, Da’wa 25, Sadr 29, Fadhila 15, independents 25).

(ii) Election of 2010

STATE OF LAW – primarily Da’wa, plus some much smaller groups. Flirted with some Sunni, secular and tribal parties and groupings in run-up to election, but by election was utterly dominated by Da’wa. Won 89 out of 325 seats.

IRAQ NATIONAL ALLIANCE – primarily Sadr Current and ISCI, plus al-Fadhila, followers of Ibrahim al-Ja’afari (now left Da’wa) and some smaller parties. Won 70 seats (Sadr 39, ISCI/Badr 18, Fadhila six, Ja’afari two, others five).

These two coalitions merged after the election.

SUNNI PARTIES

IRAQI ISLAMIC PARTY: founded in 1960 as part of the Muslim Brotherhood movement, banned in Iraq from 1961 to 2003; operated from Britain during 1970s. “Moderate” Sunni Islamist. Led by Mohsen Abdel Hamid 2003–4, Tariq al-Hashemi 2005–9, Ayad al-Samarra’i 2009—

ASSOCIATION OF MUSLIM SCHOLARS: founded 2003, shortly after fall of Saddam Hussein. Intellectual, mosque-based, Iraqi nationalist, anti-occupation. Boycotted political process. Influential 2004–7 but declined following attacks by US forces and Iraqi government; largely forced into exile from 2007. Led by Harith al-Dhari.

Coalitions:

TAWAFUQ (accordance) – comprising Iraqi Islamic Party and two smaller parties. Won 44 seats in December 2005 but only six in 2010.

KURDISH PARTIES

KURDISTAN DEMOCRATIC PARTY (KDP): founded in 1946 as part of Kurdish nationalist guerrilla movement led by Mulla Mustafa Barzani. Following his death in 1979, leadership passed to his son Masoud Barzani. Conservative, strong tribal character, based in Erbil.

PATRIOTIC UNION OF KURDISTAN (PUK): broke from KDP in 1975. Fought civil war with KDP, 1994–8. Kurdish nationalist, more urban in character, moderately socialist. Led by Jalal Talabani.

The KDP and PUK each governed part of Kurdistan separately from 1992 to 2003, but after 2003 gradually merged the institutions into the Kurdistan Regional Government (KRG), with most unification occurring in 2005–6; some elements remained separate, notably the Peshmerga commands.

GORAN (change): broke from PUK in 2009, in response to corruption, patronage and the two parties’ duopoly on power. Became the official opposition in the KRG, and also stood independently in national elections. Led by Nashirwan Mustafa. Won eight seats in 2010 election.

Coalitions:

KURDISTAN ALLIANCE – comprising KDP and PUK plus some small parties. Won 75 seats in January 2005 election; 53 in December 2005, 43 in 2010.

SECULAR PARTIES

IRAQI NATIONAL ACCORD: founded in 1991 as secular opposition to Saddam. Worked closely with CIA; favoured by many US officials as alternative to Ahmad Chalabi. Moved to Iraq in 2003. Secular, capitalist, pro-US. Led by Ayad Allawi.

NATIONAL DIALOGUE FRONT: founded in 2005. Secular, Iraqi nationalist, anti-occupation. Led by Saleh al-Mutlaq. Won 11 seats in December 2005 election.

Coalitions:

(i) Elections of 2005

IRAQI LIST – Iraqi National Accord was the major organised political party in the List, but it also attracted various secular/nationalist politicians, many not pro-US. Won 40 seats in January 2005, 25 in December 2005.

(ii) Election of 2010

AL-IRAQIYYA – comprising Iraqi National Accord, Iraqi National Dialogue Front, al-Hadba, followers of Tariq Hashemi (now left Iraqi Islamic Party) and other parties. Won 91 seats (INA 28, NDF 16, Hashemi seven, others 40). Eight MPs split from Iraqiyya in March 2011 to form a new parliamentary bloc known as White Iraqiyya.

PRIMARILY HISTORICAL PARTIES

BA’ATH (RENAISSANCE) PARTY: founded in Syria in the 1940s then imported to Iraq in 1950s. Part of coalition government in 1963, then in power 1968–2003. Pan-Arabist, nominally socialist, totalitarian. Led by Saddam Hussein, 1979–2003. Banned in 2003, but continues an underground existence, mostly overseas.

IRAQ COMMUNIST PARTY: founded in 1934; was main organiser of mass protests against monarchy in 1940s/50s; minority member of post-revolution coalition government 1958–63; decimated in 1963 through Ba’ath Party assassinations of leaders. Socialist, Iraqi nationalist, secular. Intermittently underground 1963–2003. Returned to mainstream in 2003 but with minimal influence, no longer socialist and now pro-occupation. Allied with Ayad Allawi and sometimes with Kurdish parties, especially PUK. Led by Moussa Hamid.

IRAQI NATIONAL CONGRESS: founded in 1992 as umbrella group for Iraqi opposition, but collapsed in 1994 and morphed into political party of Ahmad Chalabi. From 1998 became prime recipient of US funds for Iraqi opposition, and provided much faulty intelligence on weapons of mass destruction. Pro-US, close to neoconservative movement. In 2005 reacted to declining political influence by allying with Shi’a parties, and stood as part of United Iraq Alliance in January 2005 election. Split from UIA in December 2005 election and won no seats. Rejoined Iraq National Alliance in 2010 and gained one seat.
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Introduction

The departure of the last US troops from Iraq at the end of 2011 left a broken country and a host of unanswered questions. Bizarrely, the recent memoirs of George Bush and Dick Cheney still explain the war in terms of the weapons of mass destruction we all know did not exist.1 Was there ever really a threat to US national security? Why did the occupation drag on for nearly nine years, at the expense of thousands of lives, while most Americans, Britons and Iraqis desperately wanted it to end?

Meanwhile, strategic factors behind the war, such as Western interests in the Middle East, have been denied, and too much of the war’s conduct remains hidden to be able to see how or whether those factors played out. In particular oil lies at the heart of Iraqi politics, but since the bombs began to fall on Baghdad has hardly been mentioned. We heard about roadside bombs and religious rituals, but oil? That’s something we don’t talk about.

The withdrawal from Iraq came at the end of a year of international upheaval. Many commentators in the West were surprised by the Arab revolutions that appeared to spring from nowhere. The United States, Britain, and France began by backing Egypt’s and Tunisia’s dictators before scrambling to express support for democracy as the regimes toppled. Before long, they were involved in another war. Perhaps, too, we can make some sense of the uprisings, and of the West’s responses, by a closer look at the war that shaped the previous decade.

I first contemplated the future of Iraq’s oil on a Saturday afternoon in February 2003. At the time I didn’t know much about Iraq. I knew that it has some of the world’s largest oil reserves. I knew that Saddam Hussein was a ruthless dictator who had killed tens of thousands of his people and invaded Kuwait in 1990. But I also knew enough about my own government to suspect that it was thinking about the oil even as it castigated Saddam for his crimes. So I joined more than a million others on a noisy shuffle through London’s streets. I did so in order to register my opposition to the war, rather than because I thought we could stop it. The cover of satirical magazine Private Eye gave an apt twist to an old joke, with a photograph showing Prime Minister Tony Blair playing rock guitar with his son Nicky, under the headline TONE DEAF. ‘Do you know there are a million people marching against you?’ asked the speech bubble coming from Nicky. ‘No,’ replied his father. ‘Hum it and I’ll ignore you.’2

But that afternoon my pessimism started to wane.

It was not only Britain’s largest ever political demonstration, but also one of its most diverse. Anarchists, Trotskyists and peaceniks, young Muslims, shire Tories and liberals marched together. NO WAR, MORE PEAS, insisted the banner of one gardening enthusiast beneath Hungerford Bridge. LIBRARIANS SAY SSSSHHHHHH! DON’T BOMB IRAQ, whispered another. NO BLOOD FOR OIL was one of the more popular slogans. It seemed like an obvious point to make: Iraq had around 10% of the world’s oil reserves, and its neighbours a further 50%, while the USA was the world’s larget oil consumer, accounting for around a quarter of total demand.

By chance, I began the march outside the Shell Centre, one of the oil company’s two global headquarters. We were supposed to start at Victoria Embankment in Westminster on the other side of the Thames, but the crowds stretched along both banks and across Waterloo Bridge in between – from the the home of the mother of parliaments to the seat of an icon of British economic power. And while we knew fairly well what had been said about the imminent invasion in the House of Commons, I wondered what conversations about Iraq had taken place inside the oil company office by which I stood. Over the following weeks I started reading specialist oil industry magazines, to try to find out what the oil companies thought. They told a story quite different from what we read in newspapers and saw on our TV screens. International Petroleum Finance observed during the invasion, for instance, ‘The war in Iraq may have divided the world’s politicians, but it has united its oil executives – every one of them is wondering how and when the country’s 112 billion barrels of known oil reserves, not to mention its huge exploration potential, might be opened up to foreign participation.’3

It was not difficult to read those journals and to speak and write about what I read, but it seems no one outside the oil business thought to do so, and I found a number of people were interested in what I had to say. At the time I was working for a small yet resourceful campaigning charity called Platform, which monitors the activities of oil companies, and over the following years I observed events unfold in the Iraqi oil industry. When I first visited Iraq in 2005, I discovered that it was easier to find out from London what was happening to Iraq’s oil than in Baghdad or Basra. When publicised at all, announcements on new Iraqi oil policies were made in other countries to audiences of diplomats and businessmen rather than to Iraqis. I hoped that by studying Iraqi oil policy I might help inform public debate inside Iraq – after all, oil provides about 95 per cent of the Iraqi government’s revenues and drives the country’s economy and politics. Later, as other groups got involved, Platform became part of an international campaign against American and British interference in Iraqi oil decisions. Later still, after I left Platform to write this book, I worked as a freelance journalist, again with a focus on Iraqi oil and politics.

This work took me to events where World Bank and US and UK government officials lobbied Iraqi decision-makers, and to meetings at which Iraqi Oil Ministry teams discussed future policy with Western companies. I met some of the executives who hoped to benefit from Iraq’s oil and the government officials and advisers they worked with. Generously assisted by my lawyers Phil Michaels and Kel McClanahan, I used freedom of information legislation to obtain hundreds of unreleased British and American government documents which described their plans and activities to reshape Iraq’s oil industry. But I also talked to ordinary Iraqis and a few of the country’s politicians about what they wanted to happen to their oil. I attended Iraq’s first anti-privatisation conference in Basra, and the meeting in Amman at which Iraq’s trade unions decided they would fight the oil law the US was pushing in Baghdad. I made many Iraqi friends and came to know some of Iraq’s foremost oil experts.

When I set out on the venture I expected to focus only on oil, not to get involved in broader political issues. But I found that almost every time I met Iraqis there was something they urgently wanted to tell me, and hoped I would convey back home: that Iraqis are not by nature sectarian; they see themselves first and foremost as Iraqis. So divergent was this from what I routinely heard about Iraq that the first few times I heard it I paid little attention. However I discovered that so common are inter-marriages between Shi’a and Sunni that most Iraqis I met had a parent, spouse or sibling-in-law of the opposite sect. While politicians organised on identity lines and sectarian militias bloodily seized the streets, most Iraqis saw their rhetoric as quite alien.

So on both oil and Iraqi culture, my experiences gave me a very different perspective from what I read in the papers. I’ve never had much time for conspiracy theories, but human beings have a great capacity to hold beliefs about the world that advance or reinforce their own material interests, and it is only from a distance that one can perceive the self-serving nature of those beliefs. Indeed, the architects of the war have not found it hard to see oil behind the actions of Saddam Hussein,4 al-Qaeda,5 Iraq’s communities,6 the governments of Russia or France,7 or even (with historical distance) the British occupation of Iraq 85 years earlier.8 They have seldom seen it behind their own.9

It would be wrong to say that the war and occupation were shaped only by oil; the reality is messier. But it would be at least as naive to accept the opposite view: that the war had ‘literally nothing to do with oil’, as US Defense Secretary Donald Rumsfeld insisted in November 2002.10 Unless we look at the interests involved, and the means by which they have been pursued, it is impossible to make sense of this war and occupation, or learn its lessons. Oil is among the most important of these interests. This book therefore tells the story of how the struggles for control of Iraq’s oil have shaped events during the occupation of that country since 2003.

The strategic context in 2003 was of growing concern in the world’s major economies for the future of energy supplies. One of George W. Bush’s first acts as US president in January 2001 was to appoint a task force, led by Vice President Dick Cheney, to consider policies to address the USA’s energy shortfall. The task force recommended that ‘energy security’ be made a priority of US foreign policy, especially in the Persian Gulf region.11 Two years later, in January 2003, UK Foreign Secretary Jack Straw declared that ‘to bolster the security of British and global energy supplies’ was one of Britain’s seven foreign policy priorities.12 During Tony Blair’s April 2002 meeting at Bush’s Crawford ranch in Texas, the two leaders are said to have agreed not only to take military action together in Iraq, but also to conduct a US-UK Energy Dialogue to expand world oil production, again focused on the Gulf. In September 2004 an unpublished British strategy document suggested, ‘A modernised, transparent and investment-friendly energy sector in Iraq will be a strong exemplar to other Middle East oil and gas producing countries.’13 In other words, Iraq was only the start; the goal was to reshape the whole region’s oil industry.

Concerns about energy supplies grew over the subsequent years. Energy security was the major theme of the 2006 meeting of the G8 group of nations in St Petersburg. In Britain a new government department was created in 2008 to pursue energy security; apparently no one noticed that the focus on securing access to ever greater quantities of fossil fuels might contradict the department’s other aim of reducing greenhouse gas emissions. In the same year members of the NATO military alliance agreed that it should play a role in securing energy supplies, including protecting critical infrastructure and ‘projecting stability’.14 Six months later Secretary General Jaap de Hoop Scheffer said that NATO’s role in energy security should go beyond defending oil tankers and pipelines, to helping coordinate the actions of energy-importing countries. Without such coordination, he said, ‘the energy buyers will not get the best commercial deals, nor maximize their negotiating leverage’.15 In February 2010 US Secretary of State Hillary Clinton suggested that energy disruptions be considered ‘Article 5 actions’, under which an attack on one NATO member is an attack on all.16

Did the Iraq War usher in a new era of using force to secure energy supplies? Was it, as the UK’s former chief scientist put it, the first of a series of ‘resource wars’17 that would characterise the coming decades? Perhaps, but not in the manner of the conquistador loading up his ship with stolen New World gold. A single shipload of any commodity is worth relatively little to a world power, or even to a corporation; a far more valuable prize can be carried in a briefcase or on a laptop computer: contracts, laws and policies that ensure the flow of resources over decades. While it would be wrong, too, to simply equate US and UK energy interests with those of their corporations, they do overlap. After all, if those corporations were to gain contracts entitling them to extract more oil, that would help provide the secure, increased supplies their governments seek. In these senses, this book is a warning of the fate that may befall other parts of the world as the competition for resources becomes more intense, if we do not learn from the Iraq experience.

Our story divides into five parts. We begin in Part I by observing the build-up to the war, in planning meetings in London and Washington. We see Iraq devastated, first by ‘Shock and Awe’ and then by looting.

In Part II we see the first steps in a whole new direction for Iraq’s oil industry, under the direct rule of Paul Bremer’s Coalition Provisional Authority. The course of the occupation is set, although independent Iraqi civil society groups emerge (or re-emerge) with very different visions for the future of the country. We meet the Americans, Britons and Iraqis who will be at the heart of the coming struggle.

In the third part of the book we watch in horror as Iraq spirals into violence with the occupation forces attempt to assert control over an increasingly rebellious country. Under the interim and transitional governments of Ayad Allawi and Ibrahim al-Ja’afari, a constitution is written and oil plans are firmed up, including the forms of contracts to be offered to companies.

In Part IV, which begins with the formation of a permanent government led by Nouri al-Maliki in spring 2006, we go behind the scenes of the most direct confrontation over the future of Iraq’s oil. The USA and Britain press the Iraqi authorities to pass a new law to allow foreign investment in the country’s oil industry, against a popular campaign which opposes the law.

In the fifth and final part of the book, spanning the period between 2007 and 2011, the oil companies gradually take over from the US government in leading the West’s struggle for Iraq. US influence is already declining by the time Barack Obama becomes president. Meanwhile, new trends emerge – some hopeful and some not – which will shape today’s Iraq. And in our last chapter, we consider what Iraq can teach us about events in Libya.

So how do the USA and Britain square all the attention they have given to Iraq’s oil with their denials that oil motivates them? Nick Butler, former policy director of BP and founder of the British-American Project, captured a common Western attitude to Iraqi oil in a 2007 Financial Times article. He wrote that ‘perhaps the most useful parting gift that the Coalition could leave … is a practical model for renewal of the oil sector’.18 According to this way of thinking, there was no political debate to be had: decisions about the future of Iraq’s oil were technical issues, best settled according to the advice of (Western) oil industry experts. But when a country is at war and occupied by foreign troops, where does advice end and coercion begin?

Most Iraqis say they want oil production to stay in the public sector. This attitude has been dismissed by occupation officials and Western commentators as old-fashioned, ideological or even Ba’athist.fn1 Yet when one looks at the Iraqi oil industry, one finds a proud engineering culture. It achieved great successes immediately after nationalisation in 1972 – as the graph on page ix shows – and maintained Iraq’s facilities and operations through the hardships of three wars and 13 years of sanctions. In place of financial capital, they relied on human endeavour. In place of modern technology, they improvised work-arounds. For many Iraqi oil technocrats, their industry – taking into account its environmental, economic and political circumstances – can be run most efficiently in the public sector. Oil reserves are so vast and so cheap to extract that adequate new investment could be raised without significant foreign participation: all that is required is to purchase some of the recent technology on which Iraq has missed out. As they see it, privatisation has its roots in ideological rather than practical concerns – the direct opposite of the Western advisers’ view.

The USA and UK justified their ongoing intervention by pointing to the political incapacity and sectarian conflict that have plagued Iraq since 2003. Western commentators have tended to attribute these problems to some failing in the Iraqi character, to the immaturity of the country’s democracy or to a hangover from the Ba’athist regime. In truth, the failings of the Iraqi political establishment and the terrible bloodshed were products of a set of actions and decisions by American, British, Iraqi and other players. Contrary to the claims of many Western journalists, I learned that Iraq’s political culture – leaving aside its politicians – is in many respects more sophisticated than that of Britain or the United States. There is a keenness to discuss important issues, an interest in the collective good and a willingness to engage in trying to achieve it. Through this culture comes the most surprising part of our story: a civil society established in workplaces, mosques and streets that has often succeeded in protecting the rights and broader interests of Iraqis. Despite the USA’s unmatchable military, political and economic power, Iraqi civil society has prevented it from achieving much of what it so badly wanted.

I make no claim to have predicted the events of early 2011. But having witnessed the determination and success of Iraqis organising together, the Arab uprisings were easier to place, and less of a surprise. On the other hand, these pages tell of how the Coalition installed and propped up another generation of self-interested autocrats that have no legitimacy in the eyes of their people; and of the damaging effects of Western demands for economic reform, which are now also battering the hopes of liberated Egyptians and Tunisians.

So this book is the story not just of a war, but of the struggle of humanity against power, of the clash between strategic interests and principles of justice, of the modern-day echoes of our imperial past, and of the failure to learn the lessons of history.

A journalist friend once told me that if you fall in love with Iraq, you are destined to have your heart broken every day. At the time I agreed, but in retrospect I think she was only partly right. Having many Iraqi friends and a deepening connection with the country meant I couldn’t simply move on to another news story as ‘Iraq fatigue’ set in. But by being emotionally connected rather than just a consumer of news, I was exposed not only to despair but also to hope. And in the darkest moments of 2006 and 2007, as the institutions of Iraqi society collapsed and it looked like sectarian slaughter would continue for a generation, it was always spending time with Iraqis that lifted me. In this respect I feel privileged.

The final message of this book is therefore one of hope: that the Iraqi people – and of the region as a whole – have the ability to make a better future. If they are given the chance.

fn1 The latter accusation is based on a misperception that the Ba’ath Party was opposed to foreign companies investing in Iraq’s oil. While that was the case in the 1960s and 1970s, the Ba’ath had pursued privatisation and an open market economy since the late 1980s, and tried to pass management of the largest oilfields to multinational companies during the 1990s.


PART ONE

Oil and War

1998–2003
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An Immense Strategic Advantage

‘On the potential for oil and gas in Iraq, the short answer is that it is huge … Shell and BP could not afford not to have a stake in it for the sake of their long-term future.’

Edward Chaplin, Foreign Office Middle East director, October 20021

‘IRAQ IS THE big oil prospect,’ began the minutes of the meeting at the Foreign Office on 6 November 2002. ‘BP are desperate to get in there.’2 The tone was unusually expressive for the notes of a government meeting: civil servant minute-takers normally manage to find blandness in even the most far-reaching discussions.

Iraq, BP’s Richard Paniguian said, was ‘vitally important – more important than anything we’ve seen for a long time’. Paniguian, who speaks Arabic and had studied Middle East politics, was no stranger to high strategy: most of his recent time had been spent troubleshooting the construction of the world’s longest pipeline, Baku– T’bilisi–Ceyhan, in Azerbaijan, Georgia and Turkey. He would later go on to work for the government, promoting British arms exports. According to the minutes, Paniguian ‘spelt out why Iraq is special for the oil companies. It has not only the second largest proven oil reserves in the world but unique “yet-to-find” potential.’ Furthermore, the minutes continued, ‘oil production costs – in the range of $0.5–1.0 per barrel – are the lowest in the world’.

As war approached, the oil question was naturally a sensitive one. In March 2003 a BP spokesman told the BBC that the company had had no specific talks on Iraq with the government; the subject had only been discussed ‘en passant’.3fn1 That was untrue.

In fact, this was Paniguian’s second Whitehall meeting about Iraq in the space of a week. On 31 October he and his colleague Tony Renton, along with representatives of Shell and BG, had visited Minister of Trade Baroness Symons.4 At that meeting the BP men had commented that Iraq ‘would provide an immense strategic advantage to any company which emerged in a commanding position.’ All three companies insisted that there should be a ‘level playing field’ – that is, that they should have as many opportunities in liberated Iraq as their American competitors. The companies said they were ‘very concerned’ about rumours that the USA might be making deals with the Russian and French governments, offering oil contracts to their companies in return for support for the war. The US companies would be looked after too, raising the Brits’ fears that they’d be left out. Symons replied that ‘it would be difficult to justify British companies losing out in Iraq in that way if the UK had itself been a conspicuous supporter of the US government throughout the crisis’ and promised to raise the point with her US counterparts.

The BP spokesman also told the BBC that the company had never initiated any discussions, and had only responded to requests from the government for its views of what might happen. That was also untrue. After the three companies met Baroness Symons, Paniguian and Renton requested a follow-up meeting with her without the other companies present.5 That meeting took place on 4 December 2002.

Shell too was in denial mode. The company’s spokesman made a similar claim to the BBC reporter: ‘the subject has only come up in normal conversations that we have’. But Shell had also had more than one meeting about Iraq. As well as the three companies’ meeting with Symons, Tony Wildig, a senior vice president of the company, met Edward Chaplin, the Foreign Office’s Middle East director, on 2 October. Chaplin reassured Wildig that the ‘commercial element’ was already part of the British government’s planning for Iraq. ‘At any rate, we were determined to get a fair slice of the action for UK companies in a post Saddam Iraq.’6

It took me a five-year struggle under the Freedom of Information Act to get hold of the minutes of these meetings. Both BP and Shell declined to comment on the apparent discrepancies between the minutes and their spokesmen’s comments. As for the government’s account, ‘The oil conspiracy theory is honestly one of the most absurd when you analyse it,’ said Tony Blair in a television interview in February 2003.7

As war approached, oil companies around the world were keen to ensure they did not miss out on the bonanza. The Observer reported in early November 2002 that three US multinational companies had met the Iraq National Congress (INC), the political party of Ahmad Chalabi, who as favourite of the Pentagon was widely tipped as the next leader of Iraq. INC spokesman Zaab Sethna said, ‘The oil people are naturally nervous. We’ve had discussions with them, but they’re not in the habit of going around talking about them.’8 The following month Chalabi himself confirmed he had met the companies.9

ECHOES OF HISTORY

This was not the first time BP and Shell had hoped to extract oil from Iraq – nor the first time war would give them the opportunity to do so.

Ninety years earlier, the world’s then superpower, Britain, saw a rising threat from the Kaiser’s Germany which, in a direct challenge to the British Empire, aimed to build a superior navy, so as to dominate the seaways to its own growing colonies. By the end of the first decade of the century, a key question in the naval arms race was fuel. British intelligence reports warned that the Germans were experimenting with oil-fuelled ships, which studies showed could achieve far greater speed, range and manoeuvrability than their coal-fired predecessors. Winston Churchill, then first lord of the Admiralty, became convinced that converting the Royal Navy’s battleship fleet was essential to meet the growing German threat. The trouble was that whereas Britain had ample supplies of coal within its own shores, oil would have to come from abroad. Churchill’s solution was for the Admiralty itself to enter the oil business, to become ‘the owners, or at any rate, the controllers at the source’ of a large volume of foreign oil.10 And to that end, he proposed that the government buy a 51 per cent stake in Anglo-Persian Oil Company, the precursor of BP. His proposal was approved by parliament on 14 June 1914, just eleven days before Archduke Franz Ferdinand was assassinated in Sarajevo.fn2

Anglo-Persian was keen to expand into Mesopotamia (now Iraq), the southern corner of the Turkish Ottoman Empire, which was expected to share neighbouring Persia’s oil-rich geology. The company’s new masters in the British government had the same idea, and in 1915 ordered an invasion, beginning from the south near Basra. In March 1917 the British marched into Baghdad, and their commander General Stanley Maude proclaimed, ‘our armies do not come into your cities and lands as conquerors or enemies, but as liberators’.11

The following year, as World War I was drawing to a close, British officials met in Whitehall to review their aims. Sir Maurice Hankey, secretary to the War Cabinet, had spent the previous day examining an Admiralty map which showed oil seepages – an indication of reserves below the ground – near Mosul. Hankey wrote in an urgent memo: ‘The only big potential supply that we can get under British control is the Persian and Mesopotamian supply … Control over these oil supplies becomes a first-class British war aim.’12 But if that was the aim, the British weren’t far enough north. A desperate race up the Tigris ensued, but the troops were still just short of Mosul when the Mesopotamia campaign formally ended on 30 October 1918 with the Armistice of Mudros. Three days later, in breach of the armistice, the British army seized Mosul unopposed.

The British government publicly denied any oil motivation. In December 1920, Winston Churchill – who at the Admiralty had driven the policy of controlling foreign oil – gave a speech to the House of Commons that may have provided inspiration for Tony Blair. Churchill declared the idea that Britain had incurred the expense and risk of a military campaign ‘in order to secure some advantage in regard to some oilfields … too absurd for acceptance’.13

Officially, the British occupation of the new state of Iraq lasted only until 1921, when Britain annointed as king an outsider, Faisal of the Hejaz (now part of Saudi Arabia); the referendum to confirm him was approved by 96 per cent. Britain then nominally handed over sovereignty, but kept its forces in Iraq under a mandate of the League of Nations, the precursor of the United Nations, which gave it responsibility for security, for advising the Iraqi government and for helping represent it internationally. The mandate came to an end in 1932, but British bases remained for another 26 years under a bilateral agreement with the Iraqi government. British advisers were kept in most ministries, and few Iraqis saw their country as independent. Britain had not gone but remained in the background – over the horizon, you could say – and ready to re-engage if its interests were threatened.fn3 This sequence of events will sound familiar to those who have followed events since the 2003 war.

In 1925 King Faisal’s government signed a concession contract with a consortium of Shell, Anglo-Persian and Compagnie Française des Pétroles (later Total). Three years later, after a long campaign by the USA, a combination of American companies, primarily the Standard Oil precursors of Exxon and Mobil, was added to the consortium, now named the Iraq Petroleum Company (IPC). The deal broker, an Armenian trader named Calouste Gulbenkian, took 5 per cent. The contract gave IPC exclusive rights to extract oil over a 75-year period in exchange for a small royalty paid to the government. With two further contracts granted in the 1930s, these rights covered the entire country.14

In October 1927, the Baba Gurgur No. 1 well near Kirkuk struck oil, and the oilmen struggled for three days to control the 140-foot gusher. Three days later, High Commissioner for Iraq Sir Henry Dobbs sent a memo back to London warning: ‘the discoveries of immense quantities of oil … make it now impossible to abandon control of Iraq without damaging important British and foreign interests’.15

In the event, IPC’s contracts did not last 75 years. After a decades-long struggle, as we shall see in the next chapter, they were finally terminated between 1972 and 1975.

A FICTIONAL GEOGRAPHY

During the 1990s sanctions-bound Saddam Hussein negotiated oil deals with French, Russian and Chinese companies – all in an attempt to divide the United Nations Security Council. In contrast, by 2003 BP had been out of Iraq for 28 years. The American companies had also stayed away. Officially Shell had too, but it had been trying to get an oil deal in a country, absent from most maps, called East Jordan.16 Shell’s East Jordan team, led by the Austrian Wolfgang Ströbl, had held talks with the Saddam government from 1994 to 2001 about developing Ratawi, a mid-sized oilfield, in the desert 80 kilometres west of Basra. It was doing nothing illegal in talking to the regime, company men are quick to insist; Shell was simply discussing future business, not actively trading. But among Shell staff the idea of doing business with Iraq was ‘sensitive’ – hence the geographical rebrand.

Shell also concluded an agreement in 2000 with the Australian oil and mining company BHP and its partner Tigris Petroleum to work together in developing the Halfaya field, 30 kilometres from the Iranian border, should sanctions be lifted. In early 1996 BHP had arranged a ‘humanitarian’ donation of a $5 million shipment of Australian wheat to Iraq. According to an internal BHP memo, ‘the purpose of the transaction is to establish favour with the Government of Iraq’ anticipating that payment could later be exchanged ‘for a down payment for entry into the [Halfaya field] concession’. The company paid for the shipment out of its exploration budget.17 BHP went even further than Shell to keep its dealings with Iraq secret, preparing a contingency press release, to be used if someone found out. But in order to avoid having a document in its possession which itself could implicate the company if leaked, BHP fictionalised history as well as geography in the draft release. In surreal tones, it stated:

X announced today that it had caused a shipment of Austrian eggs to be made to the people of Italy. Mr Y of X said that his company wished to establish goodwill with the people of Italy and would hope to transact business there after Italy has met the conditions imposed upon them by the League of Nations and when the League of Nations has lifted its sanctions … The League of Nations sanctions are aimed at forcing the Government of Italy to comply with nuclear and germ warfare inspection regimes … Italy is a major oil producer; we wish to participate in their industry.18

THE ULTIMATE PRIZE

Why were the companies so desperate to get in there? Halliburton’s chief executive gave an explanation in a speech to the Institute of Petroleum’s autumn lunch at the Savoy Hotel in London in 1999. ‘For over a hundred years we as an industry have had to deal with the pesky problem that once you find oil and pump it out of the ground, you’ve got to turn around and find more – or go out of business,’ he said. ‘ExxonMobil will have to secure over a billion and a half barrels of new oil reserves every year just to replace existing production.’19 And securing this new oil was growing increasingly difficult.fn4’

The problem was where the oil was located: more than sixty per cent lay in five countries of the Middle East, from which the multinational companies had been forced out in the nationalizations of the 1970s. Helped by the US and UK governments through generous tax arrangements and light regulation, the companies had then developed new arctic and offshore technologies to open up the expensive oil provinces of Alaska and the North Sea. In the 1990s, as these provinces reached maturity and began to decline, the frontier shifted to the newly independent (and newly capitalist) former Soviet states, and to ever deeper water offshore, with its attendant cost and risk. But with potential access now to only 33 per cent of the world’s remaining reserves,20 the Western oil companies were playing a losing game, trying to develop ever smaller and more expensive patches of oil.

Things were getting worse for the companies. Financial analysts at Merrill Lynch pointed out that the per-barrel cost of finding and developing an oilfield had doubled between 1997 and 2002.21 In 2003 energy consultancy Wood Mackenzie found that the top ten oil companies spent $8 billion on exploration but found only $4 billion worth of assets.22 And each of the following three years, the major oil companies on aggregate found less oil than they extracted.23

‘So where’s the oil going to come from?’ asked Cheney at the Savoy. ‘While many regions of the world offer great oil opportunities, the Middle East – with two thirds of the world’s oil and the lowest cost – is still where the prize ultimately lies […] companies are anxious for greater access there’.

fn1 There is no suggestion that Paniguian himself authorised the spokesman’s comments.

fn2 Ironically one of the world’s first oil nationalisations was thus in Britain. The government sold the last of its shares in BP in 1987.

fn3 That happened during the Second World War, when an avowedly anti-British government declared alliance with Germany. At that, Britain re-occupied Iraq and put its own allies back in power.

fn4 This was only indirectly a problem for Cheney’s own company. Halliburton does not run oilfields or hold reserves like ExxonMobil, Shell or BP; instead it provides services for them, such as drilling, construction or geological surveys. Contrary to the views of some anti-war activists, Halliburton did not stand to be the biggest beneficiary of the Iraq War; its Restore Iraqi Oil contract with the US government was for such technical services only in the first year or two of the war, whereas oil companies like ExxonMobil seek contracts lasting twenty or more years.
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The Human at the Centre

‘In our concept, as Muslims, it is the human element which comes first; this is top of the list, followed by means of production, and capital in the last place. The value system held by advocates of privatisation is the opposite of our value system. We emphasise the human element because we believe humanity carries the most value.’

Abu Rabab, Basra refinery fireman1

LIKE ANY OTHER, Basra’s refinery is a labyrinth of pipes connecting oddly shaped buildings: one like a helter-skelter, another like a space village watchtower, a third like an upside-down funnel. Scores of parallel six-inch tubes run down the thoroughfares, until each dives off to the side to carry out its mysterious function. Towering high above is the giant flare tower, spewing 40-foot flames whose heat can be felt on the ground below. And everywhere hangs the dull smell of sulphurous gases.

What is different about Basra refinery is the aged look of its equipment. Nothing sparkles: this is old chemistry rather than futuristic high-tech. The control room looks like a 1970s movie set, with beige-coloured walls covered with switches, knobs, dials, gauges and golfball-sized red warning lights. The buildings are tired, their former straight lines now relaxing into old age. And the pipes are shaded with rust, not just in worn corners but over their whole length.

As I walked around the plant in 2005 I felt nervous. I knew that in refineries in Britain and America the failure of old pipes and valves under high pressure was the most common cause of accidents. As I thought about this, I flinched involuntarily. I asked the Basra refinery manager, Mr Wahid, if there were a lot of safety problems. Accidents were very rare, he replied. Seeing my surprise, he explained, ‘Every Iraqi loves his work. For the operator, the refinery is part of him. He constantly checks the equipment.’

I contrasted what he said with Western practice. In many refineries the workforce has been cut back so much that checking rarely takes place, and faulty parts are not repaired or replaced. Take BP’s Grangemouth refinery in Scotland, which in 2000 suffered a string of explosions, gas leaks and fires for which the company received the largest safety fine in Scottish history. Fifty firemen fought for seven hours to bring one blaze under control, hampered in the crucial early stages when one of the two on-site fire engines broke down. The incidents were blamed by financial analysts on lack of skilled personnel.2 In 1998 the refinery had cut back its staff by 200 people, and in 1999 by a further 400. But those criticisms did not alter BP’s business model: before the ink had dried on its safety review into the June 2000 fire, the company cut the refinery workforce again, this time by a full 40 per cent, from 2,500 to 1,500.3

At Basra the most recent fire had been when a large storage tank exploded in 2003. That wasn’t the result of failures by the oil company; an F-16 jet had bombed it. During the invasion there were a total of 21 fires. Abu Rabab, a fireman at the refinery, told me proudly that he had not dealt with any emergencies in the two years since. Basra had been on the front line of three wars since Abu Rabab started work at the refinery in 1976, each causing huge fires. One of the worst was in 1980, when Iranian aircraft hit four storage tanks of aviation fuel at the refinery. The flames shot hundreds of feet into the sky. Equipped with just two old trucks, a Tatra and a Dennis, Abu Rabab and his team took fifteen days to tame the inferno. ‘All this was destroyed,’ manager Wahid said, gesturing to a section of the refinery. ‘And Iraqi workers rebuilt all of it.’

The challenge after the 1991 Gulf War was even greater than during and after the war with Iran, as not only had its facilities and infrastructure been devastated by the air campaign, but international sanctions prohibited imports of equipment and raw materials and starved the economy of funds. Still, the Iraqis did an impressive job by cobbling together what they could find. Despite heavy damage, Basra refinery had its first unit back in operation within nine months.

A REBELLIOUS ENGINEER

Iraqis’ pride in their oil industry has its roots in how hard they had to struggle to gain ownership over it. Tariq Shafiq was one of the pioneers. With a generous, grandfatherly face and a gentle manner, Shafiq speaks with the weight of forty years’ experience and with professional straightforwardness. It is hard not to be moved by the calm reasonableness of his arguments, which he often prefaces with ‘A rational approach would be …’ I asked him about the origins of Iraqi oil expertise.

Shafiq completed his degree in petroleum engineering at the University of California at Berkeley in 1953. His father had died during his studies, and as the eldest son it fell to him to support the family of eight. He needed a job quickly.4 He was one of Iraq’s few trained oil specialists, so the offer came soon: he would be the government representative at the Iraq Petroleum Company in Kirkuk. Within days he was back in the government oil director’s office, having discovered that ‘the representative is a big shot with a car’ whose job was just to take readings on the export gauges. ‘Is that all?’ he asked. ‘I am a petroleum engineer; that is too silly for words.’ He turned down the job and was left unemployed.

But not long after, an alumnus of his university became director of refineries in the government and hired Shafiq to work on the Daura refinery in southern Baghdad, which was being built by Kellogg, a precursor of the Halliburton subsidiary that in 2003 would play a central role in Iraq’s reconstruction. Shafiq got on well at Daura for four months but certain things troubled him. Iraqi employees were not allowed in the canteen. Toilets were accessed with keys only given to Western expatriates. Every morning he had to get up before 4 a.m. for his two-hour walk to the bus stop, while the Westerners were picked up by company cars. One day Shafiq invited his Iraqi colleagues to his house. ‘Do we accept this?’ he asked. They all signed a petition calling for equal treatment, and Shafiq took it to a socialist former schoolmate, who published it. The next day the American company manager called in all the engineers and asked who wrote the petition. Shafiq was fired on the spot.

He let things cool down for a week before going back to the ministry. The director agreed to give him another chance and sent him to work at IPC in Kirkuk. On one occasion Shafiq came close to repeating his Daura experience, when a British geologist ordered him to sort the trays used for collecting core samples while he went to talk to a driller. ‘Not again,’ Shafiq said to himself. ‘I’ve just come out of a battle! Now do I accept instructions from this man? Is it because I am an Iraqi and he is British?’

When the geologist came back and asked why he hadn’t done as he was told, Shafiq lost his temper. After a moment of hesitation the geologist backed down. ‘OK, OK, I’ll do it.’

‘No,’ said Shafiq, ‘we’ll do it together.’ He laughed as he told me the story. ‘That saved me being fired, and very quickly.’

After that Shafiq progressed rapidly as his talents were recognised, and he was soon promoted and sent to the London headquarters for a year. Within less than ten years after joining IPC, he became head of petroleum engineering in the company. But he could see the situation would not last. The indignities forced on Iraqi engineers, which had provoked the young Shafiq’s acts of rebellion, were being replicated with the government and the population as a whole. ‘The IPC was living a totally separate life from the rest of the country – they were completely isolated from society. They were superior; they were blue-eyed; they had the money … They became an economic, technical and social enclave. Everybody was looking at that enclave with either envy or hatred.’

A LONG LIBERATION

Throughout the mid-twentieth century, governments of oil-producing countries were in a state of perpetual negotiation with the petroleum companies, whose one-sided contracts had been signed at a time when the Western powers had the upper hand. Although they made some progress, it was never enough. Frank Hendryx, legal adviser to some of the producing governments, wrote in 1960 that the original contracts across the region were ‘surrounded with an assumed aura of untouchability and permeated with a self-created sanctity’.5

Governments also talked of the ‘ghost of Mossadegh’,6 referring to the former prime minister of Iran Muhammad Mossadegh. Frustrated in his government’s efforts to renegotiate the terms of Iran’s contract with the now renamed Anglo-Iranian Oil Company (BP), in 1951 the populist Mossadegh had nationalised the company. The oil industry responded by closing ranks, and boycotted Iranian oil, sending the country rapidly towards bankruptcy. At the time almost the entire world oil market outside the Soviet bloc was controlled by a handful of companies known as the Seven Sisters: Exxon, Shell, BP, Mobil, Chevron, Texaco and Gulf. They owned the outlets, so without them no country could sell its oil. Their market power was such that a 1952 US Senate report described them as ‘the international petroleum-cartel’.7 Two years after the Senate report, the US government joined forces with the British to shore up this cartel. Under the leadership of Kermit Roosevelt, grandson of former President Theodore Roosevelt, the CIA and MI6 sponsored a coup in Iran. The coup succeeded in deposing Mossadegh, and led to the return of Western oil companies, although now in a consortium including American companies, with Anglo-Iranian’s holding reduced to 40 per cent. The episode remains central to the way people in the Middle East interpret US and British motives to this day.

Nevertheless, across the region the old imperial powers were in slow retreat. On 14 July 1958, the Free Officers’ Movement in the Iraqi Army overthrew the British-installed monarchy and made Brigadier Abd al-Karim al-Qasim prime minister. It was perhaps the one moment in modern Iraq’s history that a government could claim true legitimacy among the population, and 14 July remains Iraq’s national day.

The front page of the New York Times announced the Eisenhower government’s policy: in contrast to Mossadegh’s fate, ‘Intervention will not be extended to Iraq as long as the revolutionary government in Iraq respects Western oil interests.’8 Faced with popular Iraqi demands to throw off that other symbol of foreign domination, Qasim tried for two years to negotiate with IPC. ‘Iraqis are united on oil as perhaps on no other issue,’ observed the Financial Times in May 1961. ‘The majority Iraqi view is that the oil agreements now in force were concluded by a regime subordinate to Britain and the validity of these agreements is now in question.’9 The Iraqi press put it more strongly, denouncing the oil companies as a ‘collection of thieves, monopolists and plunderers of the people’.10 Finally, after three years of failed negotiations, in December 1961 the government issued Law 80, which would become a turning point for Western oil companies across the Middle East. Wisely, the law did not nationalise oil production, but reclaimed Iraqi rights to the remaining oil in the country, outside the fields already in production. If it had taken everything, the government would have been left with no income, like Mossadegh’s Iran.

The world’s demand for oil rose sharply in the early 1960s, as post-war austerity gave way to economic boom and as motoring became fashionable. Iraq however gained little from the boom. Following Law 80, the Seven Sisters punished the country by restraining production there while meeting the demand growth from other, less problematic countries such as Iran, Saudi Arabia
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