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INTRODUCTION

There are few issues of intermational concern which are more
bedevilled by preconceptions and emotional bias than Middle East oil.
This is true both in the 'fiddle East itself and in the Westerm coun-
tries which are the main consumers of Widdle Eastern oil. Apprehension
about the security of oil supplies is ome of the basic instincts of
Western governments and a cardinal factor determining their policies
in the Middle East. The British Govermment, for example, still re-
gards the existence of a military base in Aden as the inevitable com-
plement of British-administered oilfields in the Persian Gulf. The
Aden base and others like it are a permanent reminder that, if the
vorst came to the worst, the West would use physical force to ensure
that Arab oil continues to flow to Western markets in conditions of
reasonable security (reasonable security, of course, being a fluid
concept which varies according to particular ecircumstances and the
outlook of Western leaders). %eanwhile, Western diplomacy is con.
stantly at work trying to ensure that physical force never becomes
necessary.

The question naturally arises as to whether this Western ap-
prehension is fundamentally justified. If it is not, then some of the
policies which derive from it can no longer be valid either; in fact,
they tend to become a useless provocation, helping to create the very
situation which they are supposed to guard against. They help to



stimulate those nationalistic and anti-Western feelings which, it is
felt, are a standing threat to Western interests in the area.

By providing an exhaustive survey of Aradb view:on the o¢il in-
dustry, this thesis does not pretend to answer the sbove question.
However, it does set out to show that these views cannot be summed up
in a few over-simplified generalizations. Nationalism and anti-Western-
ism are certainly powerful forces, existing in their own right, with
important implications for the oil industry. At the same time, how-
ever, the oil industry is the target of a wide variety of specific
criticisms., Although they may be expressed in more or less nation.
alist terms, these criticisms also exist in their own right. Wat
is important, therefore, is to diagnose the basic complaint in isola-
tion from its incidental manifestations.

It is true, of course, that the oil industry represents only
one component in the total complex of relations between the Arad world
and the West. This mans that a greater mutual understanding in the
field of oil may be completely outweighed by contimued misunderstand-
ings in another field, with the result that the oil companies might
in the end be just as heavily penalised as if they had never sought
to make any contribution of their own to an improvement in these re-
lations. On the other hand, it can be argued that an improvement in
one field is bound to have beneficial repercussions in all the others.

It is not the purpose of this thesis to present the oil com-
panies’ point of view or that of the West in genmeral, The Arab point
of view is a subject sufficient to itself; and in any case the omus



of understanding lies more with the oil companies and the West than
it does with the Arabs.

Although we are mainly concerned with the Aradb world, Iran,
as an important ‘fiddle Bast producer, will alsc be brought into the

argument.



PART 1
THE NIDDIE EAST VIEW OF OIL

The first part of this thesis sets out to examine not merely
Middle East public opinion om oil, insofar as that is regarded as se-
parate and distinct from official government opinion, but all those
views, regardless of their origin, which can be considered a signifi-
cant contribution to ‘fiddle East opinion on oil as & whole. The guid-
ing purpose is simply to bring together into a coherent whole the dif-
fuse and complex manifestations which make up this opinion, to try to
discover the organic relationship between them. No attempt will be
made here to examine the processes and effects of this opinion-
whether and in what way, for example, it spurs governments to take ac-
tion vis-a-vis particular oil companies. Thus a certain view will
not be singled out as significant on the basis of an evaluation of
the size or influence of the group which holde it. In the present
context its significance depends on the way it fits into the general
framework of Middle East opinion on oil. Part I, in other words, is
mainly concerned with the content of opinion, as opposed to its me-
chanice, which are discussed in the second part.

The subject will be examined in its political, economic,
moral and legal aspeots,



CHAPTER I

THE POLITICAL ASPEC?

Backgrourd

It is impossible to understand the image the oil companies
have earned for themselves in the Middle East without taking into ac-
gount the historical amd political setting of which they are very much
a part, Coming after four hundred years of Turkish rule, the recent
political experiences of the Aradb people have been disillusioning, to
say the least. There is mo need to dwell on the sad tale of Arab-
Western relatioms in modern times, which, from a fairly promising
start in 1916, reached their nadir in 1956. All things considered,
it is not surprising that the word "imperialism™ has become one of
the most highly charged words in the Arabic language; that this word,
and all that it stands for, has entered into the very culture of the
people, and colours their thinking om all the more particular issues,
such as the oil industry, on whieh they may have an opinion.

The oil companies, or most of them, belong to those Western
states which the Arabs and others are in the habit of denocuncing as
imperialists or would-be imperialists. The oil companies are com-
mercisl enterprises; the moment they step outside the field of legi-
timate commercial operations and bemefit from the moral or materisl
support of their parent country at the expense of a Middle East pro-
ducing country, then they too are likely to be denounced as imperiale
istic., By extension whenever they interfere in the internal affairs



of their host countries, they are also regarded as imperialistic.

Strictly speaking, in fact, it is quite inadmissible that the
0il companies should possess a *political aspect' at all, Thus it is
not surprising that in this political aspect, pregnant as it is with
imperialist associations, the companies become the targets of extreme
opinions., Inevitably, what follows in this chapter is to a large ex-
tent a review of ignorance, excese and invective, However, we should
bear in mind that extreme opinions do not exist in a vaouum; they are
only the exaggerated expression of a real dissatisfaction,

In the years immediately following World War I, foreign cont-
rol over Arab affairs was direct and formally instituted., But sinoce
then, through a series of treaties and eventually a complete severing
of special ties, it has been completely eliminated in the more ad-
vanced Arab countries such as Egypt, Iraq, Syria and Lebanon. But,
the sceptics would say, this outward and formal control was only a
part--the most obvious part.-of the total complex of foreign domina-
tion, What of political influence, diplomatic pressure, and military
threats? What of those indirect, imponderable forces at work behind
the scenes? They may not be ostensibly associated with the imperial.
ist governments of the West, but are they not remote-controlled from
decision-making centres in these same Western countries? And what,
finally, of the oil companies? The sdminigtrators amd the military
bases have gone, but the capitalist enterprises which came with them
still remain,



To identify the oil companies with imperalism is a natural
thing to do, if only because they arrived on the scene in the wake of
Western superintendance over Ara) affairs. In retrospect, it seems

- inevitable that there would be a tendency to regard the oil companies

as owing their very existence to an imperialist situation. In Irag
foi- example, the historical background to the Iraq Petroleum Company's
(IPC) eoncession has been described as follows in an official memorane
dum issved by the Iraqi Government.

After World War I, Iragi oil was coveted by the
imperialists and became the object of fierce compe-
tition among the governments of the allied countries
and the major oil companies. Subsequently, the come
paniees came to an agreement among themselves for
monopolizing Iraqi oil and exploiting it under the
worst possible terms for the host country and at
the least possible cost to themselves, without re-
gard to the interests of the people of occupied
Iraq. This injustice to Iraq was done at a time
when the country was not an independent sovereign
state, but under the divect comtrol of the British
mandatory power. The IPC concession agreement was
based on a vague promise made to the Turkish Pet-
roleun Company by the Ottoman Government before
World War I. Had it not been for the direct British
rule in Irag at the time, no sovereign state should
have recognized the validity of such a vague promise
or granted the company am important concession I:I.th-l
sut first inviting bids from other interest parties.

It follows from the above that the government which megotiat-
ed such an agreement acted with disgraceful indifference to the in-
terests of its people, if it did not wotually comspive with imperialism
to cheat them of their heritage. Aind, of course, this opiniom coin-
cides exactly with the bad name which the Hashimite dynasty has earned

memorandum issued on 12 December, 1961, by the

Iraqi Government in conjunction with legislation expropriating 95.5
per cent of IPC's concession area.



for itself among most Arad nationaliets, However, though it may not
be difficult to label the ill-fated Hashimite regime in Iragq as col-
laborationist and servile, it is not so easy in the case of the pre-
War Sauvdi regime., Though his rule was autocratic and extremely oon-
servative, *Abd al-Azis is widely sdmired in Arab nationaliet cireles
for his coursge, toughness and outstanding qualities as a leader. But
the concession granted to Aramco in 1933 was scarcely more favorable
to Saudi Arabia than the IPC concession in Iraq. Evidently, it would
be diffioult for anyone who admires 'Abd al-Aziz to say that inmper-
ialisn forced outragecus terms om a clique of compliant reactionaires
or even a defiant though helpless momarch. And in fmet criticism of
these early sgreements is not confined to abuse of imperialism and
its Arad accomplices. Shaikh Abd Allah Tariki, former Ssudi 011 Wi.
nister and a moving spirit behind the Arabs' struggle for a better
deal with the oil companies, expresses the opinion that the Arameo
concession was won from Seudi Arabia in times of weskness. In general,
these early concessions "were grossly unfair to the host countriea"
and enabled the concessionaire to "control the economy of the host
country, drain its resocurces and impede ite dnolwt."l "The
role of the early Arab negotiators,” says Tariki, "could only be con-
doned if it were remembered that they were unsophisticated, that
special circumstances obtained at the time and there was a pressing
need to conclude these early nm'-smn'l:l."2 As for the companies,

linterview with gl-Yanamah, Ssudi daily, 18 Decesber, 1959,
Zirtiole in glolad, Beirut weekly, 19 and 26 Decenber, 1959,



Tariki explains, they were bent on obtaining maximum gain for them-
selves; "they followed a policy derived from that of the imperialist
powers, whose main concern is to produce raw materials from the areas
under their control, transport those materials to their countries,
process them and utilise their by-products and then export the fi-
nished products.™ On another occssion, Tariki meintains that the
original concession agreement with Aremoo was concluded in good faith.
The general impression which these rather contradictory opinioms give
is that of a person who sees imperialism as the inevitable seliish
instinct of nations which have the power to gratify it. It is highly
unfortunate, because it leaves its colonies "in a state of ignorance,
poverty and dilem."z Nevertheless, we are given to understand, not
much more blame can be attached to the oil companies for following
their natural bent and expleiting their opportunities to the full than
to the host governmentse which, in their ignorance, permitted this ex-
ploitation at their people's expense.
Relationship between Oil C 8 ism

Imperialism, then, is seen to have played an important role
in the establishment of the companies. Although, no doubt, there are
many people in the Middle East who are comvinced that Western imperial-
ism no longer presents the threat it used to, it is still impolitic

i
for any Arab leader to say so in public., Probably, however, there

nterview with gloEhalij sl-'drabi, Ssudi weekly, 20 April,

1961,

Shakh *Abd Allah al-Tariki, in al-ihad, Beirut weekly, 19
and 26 December, 1959,
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are many more people who certainly do believe that Western imperialism
presents a very real threat, and that it still plays a very important
role in supporting the international oil companies. If pressed, most
of these people would probably agree that this role is no longer im-
perialistic in the worst sense of the word, since it may involve no
direct interference in the internal affairs of the Middle East state
in question, but that it is primarily diplomatic in nature, as would
befit ex-imperialist states with a hankering for old timea.

Por example, after the fall of General Kassem, the oil con-
panies in Iraq appeared to enjoy quite friendly relations with the
new government, which made at least one substantial concession in
their favor.? It is no accident that the slow decline in Iragi oil
production which had set in towards the end of the Kassem era suddenly
gave way to a substantial increase. Nor, presumably, is it an acei-
dent that the West, and perticulerly Britain, hit it off quite well
with the new regime, pushing its luck with a prompt delivery of arms.
On the face of it, this ie just a hard-headed, mutually advantageous
deal between two statea, one of which merely happens to be "ex.imper-
ialist” power. But in the prevailing Middle Eastern political climate,
it is not too difficult to persuade people that the Ba'thist regime

lfhoro are, of course, exceptions. Answering criticisn of the
Iihyan Government's granting of an oil concession to an Italiam oil
company, Mihammad ibn 'Uthman, the ¥Winister of National Eoonomy, stat-
ed in Parliament on 25 April, 1960, that Western imperialism was no
longer a threat to independent Arad states.

lnmmpmmoapm.tm. These dues had
been raised by the Kassem government--aotion which had led to a dec-
line in offtake from the southern oilfields of and, as a wxesult
Bte serious dispute between the government and the companies.



mkqmmimuththooilmiuhthomwthn
Genersl Kassem and Muri al-Sa'id were alleged to have done before
them. At the time the Nasserists were plugsing this line.' Bvident-
ly there is a general belief that certain Western states are congeni-
tally imperialistic and that merely to deal with them is to rum the
risk of being tarred with the imperialist brush. The o0il companies--
as the West's only vital interest in the area apart {rom the expulsion
of Communism--are an organic part of the imperialist set-up. By defi-
nition, then, they camot but have a 'political aspect'--that 1llegi-
timate extension of their ecomomic functiom.

As the above examples suggest, it is very difficult to deter-
mine what exactly the anti-Western critic believes to be the precise
relationship between the oil companies, their i{mperialist home govern-
ments and--sometimes--their Middle Bast accomplices. In fact, it can
be assumed that often there is mo precise relatiomship in the oritic's
nind, because a too close attention to facte would spoil his argument.
However, insofar as he does define such a relationship, broadly speak-
ing he appears to envisage ome of three possidilities or a combination
of two of them: (1) that the imperislist govermment control the come
panies; (2) that the companies control the imperialist governmentsj;
or (3) that both are separate but act in concert. Fourthly, there
are those who deliberately exploit the hasiness surrounding this whole
gubject in order to 1iff it bodily into the realm of popular demono-

lmc

lme Ba'athists--just like the Syrian secessionist rulers
before theme-have on occasion emplaoyed exactly the same propagsnia
technique against President Nasser. Nasser's activities in the Yemen,
they insinuate, sre stage-managered by American imperialism, one of
m-nnmunﬁnm.umm.utomtu
grip on Seudi oil (see, for example, *th, Damascus daily, 7
November 1963 and gl-Nasr, Damascus 7, 1 Jamary, 1963).



"0il exploration and production operations in the Middle East
are monopolized by imperialist companies which are used as instruments
in the economic warfare waged by their parent countries against the
smaller ltu.tu."l Carried to its logical conclusion this statement--
which epitomizes the first hypothesis--implies that in exploiting
Middle East oil resources the West is not merely out to enrich itself
but to enfeeble the Arabs in the process. Moreover, the second object-
ive is not merely an accidental result of the first; it is part of an
overall political strategy. In the uproar which greated IPC's dis-
missal of M\omhnt workers employed at its pipeline terminal in
Tripoli, the extremer sections of the lebanese press interpreted
IPC's action as part of a plan to ruin Lebanon's economy and to re-
duce its workers to dutitutim.z

It is not surprising that the most ardent exponents of the
second main theme--that the imperialist governments are the political
and military tools of the companies--are the Communist newspapers of
the Arab world. For, the international oil companies provide as paus-
ible an illustration as any of the classic Leninist theory of capital-
ism and imperialism. During the IPC-Iraqi negotiations, for example,
the Baghdad Communist newspapers pursued a notably more ideological
line then their nationalist colleagues. On a mumber of occasions,
they accused the companies of being "governments™ who could bring all
the resources of a state to bear against Iraq. Because the companies

lthu-ammm.mmmmmlygm.qu

uary 1953;
%See al-skhbar, Beirut daily, 13 Jamuary 1963.



wielded great power in their home countries, the argument went omn,
they could mamufacture propaganda, and buy off parties, politicians,
newspapers and individutla.l

*Although the oil companiea are nominally private concerns,
they receive the full backing of their governments /7Us, Britain,
m_:?:lnﬂnotthomlthandpucrvhiohthqm“tom
Western world.” This third view--that the oil companies and the im-
perialist governments are separate but generally act in concert--is
one to which the purely nationalist opinion on the whole subscribes.
Having no commitment to Marxist-leninism, they are only dogmatic in
their undeviating hostility towards the oil companies. Whereas,
under Kassem, the Baghdad Communist papers tended to emphasise the
single identity of IPC and its home govermment, their nationalist
colleagues, though no less convinced of the evil ways of Iraq's ex-
ploiters, saw them as two distinct entities--monopolist companies

and imperialist governments--working hand in glove to get the better

lpor such views see Sau , Baghdad daily, 3 October
1959, Insofar as America is the ing capitalist society of the
West, the home of big business, America is the main target for this
kind of attack. In his book America Plunders Arad 0il

-Bitrul al-’ i, published by Dar al-Fikr, Caire, 1957),

exp the international oil cartel, which is largely
American-controlled, wields immense political power in the United
States. In fact, he says, in America, and to a lesser extent in West.
ern Burope, the whole machinery of state works in the interests of the
oil companies. He points out that the former US Foreign Secretary, *
¥r. Dulles, was once an employee of Mr. Rockefeller, the maltimil-
lionaire who hed a controlling interest in all stages of the oil in-
dustry as well as other sections of the US economy. Dulles was there-
fore no more than an instrument in Rockefeller's hands, he explains.

7 / )
> >ocerl 2ry T4 rfk_fc



of Iraq. Early in 1962, for instance, IPC formally requested the Iragi
government to accept arbitration on the points of dispute which pro-
longed negotiations had failed to settle. At the sane time the British
and American governments dispatched two *cordial’ notes urging Iraq
to resume negotiations with the company and there were reports of
British troop movements in the Persian Gulf area. In the eyes of
hyper-sensitive press this was a too obvious conjuncture of events
to be anything but a concerted strategy to force the Iraqi Govermment
to come to terms--a classic example, said one paper, of old-style gun-
boat diplm.l

As to the fourth classification--the popular demonology--this
operates at the lowest level of opinion, a® purveyed by the yellow
press and certain Arab leaders in their more demagogic moments. On
this level, imperialism tends to acquire a sort of monstrous trans-
cendental quality like the force of evil itself. Fitted into this
picture of allegoric simplicity are the oil companies which not only

possess the aura of imperialism, but sometimes have influence over

1 , Baghdad daily, 11 January 1962. It often happens,
of course, that in its eagerness to expose imperialist machinations,
the Arab press discerns a sinister motive in the most routine and ine-
nocent circumstances. Once, when an IPC director arrived in Baghdad,
he and his imperialist government were promptly warmed that the Iraqi
people were not to be hoodwinked by this obvious example of plotting
and intrigue being carried on in the guise of an inspection tour (see
the Baghdad daily, t al-Ahrar, 12 October 1962). MNoreover, it is
somevhat incongruous that iehard imperialist foe is on some oc-
casions 80 easily beaten. In October 1962, the publication of a draft
law establishing the Iraqi Fational 0il Company--a nere draft law--was
sufficient to cause panic in London and Wgshington (see the Beirut
daily al.Nida, 5 October 1962). '



its workings. In September 1961 there were riots in Baghdad. It was

on behalf of the companies, said Gemeral Kassem, that "imperialisn made
use of its stooges and agents to comit irresponsible acts against our
republic.”’ But imperialism, as 1% lurks among the pecple, has an ad-
m—h&f»mtimlm. Like the forces of good and evil, these two
are locked in mortal combat. Oil is directly associated with the struggle.
in Traqi columnist says proudly that by his dedication to Avab national-
ism he has sutomatically incurred the emmity of imperialism and the oil
mm;mnh:l..2 Eventually, of course, nationalism will triusph; as it did
in Bgypt, for example, but not before the companies had left “a blood-
stained record of attempts to suppress nationalism and set up puppet
governnents.™ It is somthing like this, one feels, that is meant

by the phrase 'imperialistic oil companies,' when it is used as the

indispensable cliche of every public hmnsm.‘

1, 4dress to a group of officials at the Education Ministry, 7

&’t"hr. 1961.
24) Burriysh, Beghdsd dsily, 15 July, 1960,
3A1.Shh'b, Cairo daily, 16 Angust 1959.

¢ should not be assumed that the anti-Western Arab always

imagines himself at grips with a kind of world imperialienm, unified
in its aims end sctions, The imperialiet nations--and this of course
is the pure milk of leminist dogma, though it is subscribed to by Com-
munist and nationalist Arabs alike--are often forced into bitter oom-
petition at each others’ expense. “There is,” as one Egyptian daily
W of 6 May 1959) puts it, "the struggle against imperialism

ch trying to retain control of the Arsb oil which is the best
and cheapest in the world, and the other struggle between the rival
British and US imperialisms.” Woreover, there is sometimes held to
be a difference in motive between the two imperialisms. Whereas the
US government and oil companies are influenced in their policies by
the global respomsibilities of their crusade against Communism, Bri-
tain is more concerned with immediate realities. Thms, after the es-
trangement aummmwmh-ﬂm. the



Politicel Interference by the 0il Companies

Bearing in mind these general considerations, we can now examine
some of the characteristic methods of political interference attributed
to the oil companies., These can be divided into two main categories:

(1) interference in inter-Arab affairs and (2) interference in the in-
ternal affairs of a particular Arab state.

On the inter-Arab front it is widely believed that the companies®
main objective is to keep the Arab people divided and weak. The oil com-
panies are sometimes assumed to have an almost pathological fear of Aradb
unity.

The companies' anti-unionist policy finds its most typical ex-
pression in efforts to frustrate the aims of President Nasser, who for
many years has been the main focus of pan-Arab aspirations. This op-
position to Nasser ranges from full-scale political subversion to har-
rassing operations conducted ostensibly within the sphere of legitimate
oil activities.

"It is the oil companies,” writes one pro-Nasser Beirut daily,
"that are behind all the attempts to carry out coups d'état in the Arsd
states.,” Referring to an alleged Saudi comspiracy agminst the UAR, the
daily said that the money to finance it had come from the o0il companies.
There was nothing new about this, it went, on; in the past they had

Sasserist press was in the habit of branding this strayed revolutionary
as an ally of Britain. As for Britain, she was seen to have resorted
to a typical piece of 'realpolitik'-~that of allying herself vith a
crypto-Communist dictator, both to protect her oil interests and as a
means of undermining Arab natiomalism which, in the long run, was the
chief threat to these interests. (See, for example, the Damascus daily

al-Jamahir, 22 May 1962).
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financed imperialist interventions such as the British seisure of
Buraimi and the overthrow of Dr. “usaddiq and--outside the Middle East--
they had financed subversion in such oil-producing countries as Venes-
uela and loz:loo.l
The devotees of President Nasser are still the most potent
single force in the Arab world today. So long as they continue to
look to him as the champion of the Arab cause, they are likely to re-
gard friendly relations betweem the oil companies and their hoet govern-
ments a2 a hoatile 2lliance, Predictably, in 1963 the Ba'thist regimes
of Syria and Iraq were accused of ganging up with the oil companies in
their opposition to Nasser. Allegedly, they tried to pass themselves
off as the last organised resistance to Nasser's domination of the
Arab world--a resistance that would be all the more effective, they
said, in that they were a progressive movement opposed, like lasser

himeelf, to the forces of roa.tsticm.2 The Ba'thist argument did not

1y)_Siyassh, Beirut daily, 15 April 1958. But at the same

time the companies may also exercise a restraining influence on the
reckless anti.Nasserism of their hoet govermments. According to
Muhamad Hassanayn Haikaleeeditor-in-chief of the Cairo daily al-
Ahram and a close confidant; of President Nasser--Aramco all King

to draw as much as three years' royalties in advance so that he
could strengthen the anti.Nasser tendencies of the Syrian secessionist
regime. Allegedly, he had already speat Z 7,000,000 on finanocing the
peceesionist coup itself, and when his expenditures began to exceed
all limits without anything to show for them Aramco tired of the whole
thing and was among the powers that counselled Saud's replacement by
Faisal, who was expected to be more provident than his brother (Al-
Ahram, Cairo daily, 22 February 1963). Apparently, however, any con-
Tidence which Aramco may have had in the militant policies of the
Saudi government was completely dissipated by the time of the Yemeni
revolution. According to the Cairo daily al-J of 17 Jamary
1963, Aramco was begging the White House to p e sal that his
continued opposition to the Yemeni revolution could only result in
damage to Saudi Arabia and American interests.

: zMWW.hM,MNIy.th
963,



fall on deaf ears. In fact, IPC had already given its blesaing to the
new Iragi regime by using its good offices to bring off the Iragi-
British arms deal shortly after Kassem's dmfnll.l

Short of direct political subversion, as has been noted, the
companies also try to use their oil operations as a weapon against
Nasser. After the destruction of the IPC pipeline during the Sues
erisis, for example, the companies were apparently considering the
possibility of leying a giant pipeline that would tramsport Iragi,
Fuwaiti and Iranian orude oil via Turkey to a Turkish sea-port. This
project came to be known in some circles as the 'anti-Nasser pipeline’,
because it was a patent demomstration of the oil companies' distrust
and dislixe of Nasser and what he stood for. The gravity of this smub
ean be ganged from the fact that it was the monarchic regime in Ivaq,
itself no friend of Nasserist policies, which objected to the proposed
pipeline,

Tactless though the construction of this pipeline would have
been )ﬂ at least had a powerful practical motive behind it. However,
in the eyes of some eritics, the major oil companies do sometimes act
in a mamer calculated to antagonise the Arabds without the compensa-
tion of any lasting practical benefit to themselves. Their acquisi-
tion of concesgpions in Algeria, which the Arabs regarded as tantamount
to taking sides with the French in their war against the Algerian na-
tionalists, was a ease in point., They were advised to pull out of
Algeria; otherwise they might forfeit their concessions in the rest

rbia.
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of the Arab world! "It would be a thousand times better for them to
make & rouénnblo and permanent profit and to gain the confidence of
the people of the areas in which they operate than to realize fabulous
but temporary profits and become the objeet of the hatred and animosity
of their host p.opl.."l The major's behavior in this connection com-
pares unfavorably in Arab eyes with that of the Italian state-owned
ENI, which stayed out of Algeria, no doubt so as to avoid offending
Arab sensibilities® and in accordance with the late Enrico Mattei's
view that oil is a "political resource par excellence™ and its exploi-
tation should be "at the service of good policy, deprived to the great-
est possible degree of any reminiscence of imperialis=m and oollc;idiln."s
It is perhaps mot surprising that the oil companies on the
whole escape censure for that ultimate ocutrage against Arab sensibi-
lities—-aiding and abetting Israel. Any indictment of the companies
on this score is usually vague and indirect; they are found guilty
only Yy virtue of their close association with Western imperialisa
which is responsible for the creation and comtinued existence of
Israel, There are probably two, closely connected reasons for Arab
reticences first, the oil companies are themselves very careful to
avoid any involvement with Israel; second, if ill-considered accusa=

tions were levelled against a company they might boomerang, because

: , Saudi daily, 2 Novewber 1959, Indeed, Arab nation-
alism was not the only nationalism to be offended by the internatiomal
0il companies® debut in the Sshara. In France, the award of a conces-
gion to Standard 0il (New Jersey), the first major on the scene, was
greeted with cries of 'betrayal' and 'sellw.out’ by the right-wing
French press.

2See New York Herald Pribune, 22 July, 1938.

SEnrico Mattei, address to the Swiss-Italian Cultural As-
sooiation, Wovember 1957,
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public opinion would demand punitive action against the offender and
for that the acousation would have to be properly substantiated., It
is significant that in 1960, when a wave of indignation swept the Arab
world in the wake of Iran's de jure recognition of Israel and the re-
velation that this “aslim neighbor was supplying Israel with oil, there
was little attempt to attach any blame to particular Middle East oil
companies. The worst the companies had to contend with was an adapta-
tion of that anti-Semitic lore--of whioh the Arabs have despite them-
selves become the chief custodians--which depicts American industry
as an instrument of Jewish and/or Zionist ubititnl.l

As for the oil companies' interference in the internal affairs
of their host countries, there is a general pattern of ideas on this
sudb jeet varying according to the nature of the regime in question.
A basic distinction can be drawn between three types of regime; (1)
the traditional monarchic regime like Sendi Arabia; (2) the 'revolu-
tionary' regime like Iraq; and (3) the laisses-faire democracy like
Lebanon.

The basic fact about Saudi Arabia, in the thinking of most
Arabs outside that country, is that its government is reactionary,
corrupt and a standing invitation to revolution. The basic fact
about Aramoco, to many of those Arabs, is that consciously and uncon-
soiously it is a bulwark of the present regime. Aramco may not be
the main target of attack, but it is dangerously close to the line of
fire., YMore than any other oil company, Aramco, merely by virtue of
its existence, is in the doock.

%m.m m. ” :'Ill’ 1"0.
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Saudi Arabia, it should be pointed out, is peculiarly vulner-
able to hostile criticism, of which the main purveyor since the begin-
ning of 1962 has been the indefatigable Cairo press and radio., Iittle
imagination is needed to grasp the grotesque contrast between the back-
wardness and poverty of the people and the corrupt extravagance of the
ruling family, and between the harsh puritanism of the Wahhabite tradi-
tion and the libertine tastes of the wealthy., The satirist also has
another advantage, in that the Arabian Peninsula is remote, unfamiliar,
exotic even, to most Arabe of the Fertile Crescent and Mediterranean
littoral,

It is not surprising, then, that the more unscrupulous detrac-
tors of Aramco portray the company as carrying out its role as the
bulwark and defender of the Saudi regime in the amthentic style of a
medieval Oriental despot. One of the comstantly recurring themes of
anti-Saudi propaganda is that the Aramco labor-force--as the omly
organiszed, literate body of its kind in the country--is a principal
center of opposition to the regime. In 1956 there was a strike of
Aramco workers. This episode has now acquired the aura of legend as
the first symbolic clash between oppressors and oppressed. According
to periodic reports appearing in the Cairo press, Aramco, spurning the
punitive methods of civilised societies, adopted and even improved
upon. the barbarous techniques of its host country. It is said to have
had all the ringleaders subjected to the medieval tortures which are
allegedly a regular feature of Saudi jails and, as an additional re-

1

finement, the company's gates were adorned with severed limbs.” On

lﬂu. for uﬁh. al-Masa, Cairo daily, February 1962.



the same occasion, Aramco and the Saudi authorities apparently drew
up plans to crucify one Naeir al-Sa'id, a labor leader and self-styled
revolutionary, and then to have his body mounted on his car which would
tour the labor district with this cxh:l.bit.l
Short of plain barbarism, Aramco is believed to interveme in
many other ways to prevent the development of an articulate, organised
labor movement., It shares the responsibility with the Samndi Government
for depriving workers of the right to strike and demonstrate and to re-
sort to any other such elementary means of protest. To cite a few
stock acousations: it treats its workers like the negroes of Alabana,’
keeps them out of high positiomns, provides them with a minimum of train-
:I.ng.s carries out arbitrary disdulﬂ.. and prevents productive invest-
ments and the development of local mtﬂu.‘
Such is the structure of society in Sandi Arabia, with its
straightforward division between the privileged few and the masses,
that the preservation of the existing order simply depends on the sup-
pression of all incipient working class movements, This at least ap-
pears to be the basic assumption of the above criticisms. Although
this kind of criticism is the most conmomn, it certainly does not ac-

count for the full extent of Aramco's alleged misdemeanors.

linterview with Nasir al-Sa'id, in al-Liwa, Beirut weekly,
14 Jamary 1963,

zﬂﬂ_. Beirut weekly, 11 October 1963,
Saut al-Jabhah, Beirut weekly, 19 ¥ay 1963.
“Seut al-Jasireh al-Arebiysh, 5 October 1963.
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Intrigee in high places is another of Arasce's specialities.
Aramoo, for exasple, has been blamed for the dismissal of Shaikh *Abd
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{nto believing that he was in faver of change.'
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Intrigue in high places is another of Aramco’s specialities.
Aramco, for example, has been blamed for the dismissal of Shaikh 'Abd
Allsh al-Tariki, the Saudi 0il Winister, whom the King had only ap-
pointed in the first place to mislead the educated in Samndi Arabia
{nto believing that he was in faver of change.'

Aramco may be bent on preserving the existing order of things
in Ssudi Arabia, but this does not prevent it from encouraging a little
progress here snd there, According to 'uhammad Hassnain Haikal,? Aram-
co generally supports Faisal against his brother Samd, for it considers
that Faisal represents the intelligent aspect of reaction and Saud its
brainless aspect. It feels that in owrder to contend with the growing
popular pressure in the country, the individual in power must have
sufficient intelligence to operate the safety valves, however spurious
these might be. On the ome hand, therefore, the replacement of Sa'ud
by Faisal was in itself a semblance of change, and on the other it
afforded Faisal the opportunity to take such decisions as that of the
abolition of slavery.

Haikal's assessment of Aramco's wotives provides an insight
into the company's peculiarly difficult predicament. Its critics au-
tomatically assume that its main concern is to keep the present rulers
in power; this being so it deserves no credit for any efforts it makes

hx-.tlmtnmﬁnwwmw
Haikale-always incredibly well-informed on the intimate processes of
government ummumusbmm-—(mn.m-d
uwxm.)mmmtornmhm.mnmnmmm
as its enemy number omne. Foreigners in the country were apparently in
the habit of sending reports to the King about Tariki, in which he was
referred to as "the Commnist.” (See al-Wusawwar, Cairo weekly, &
:mx“,,o

2m. 28 December 1962,
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to persuade the government to introduce reforms. No one should think
of being soft on Aramco, just because it appears to be progressive-
minded, warns one extremist--characteristically anxious about all re-
forms not initiated by men of his own thinking,! At the Pourth Arab
Petroleun Congress a number of Egyptian labor delegates tried very
hard to belittle the extent of Aramco’s contribution to the intermal
development of Sandi Aradia. They dismissed a paper presented on the
sub ject as mere propaganda. Perhaps it is not merely an accident that
on the same day the President of the Arab Federation of Petroleun
Workera stood up and congratulated Kuwait Oil Company and the Ruwaitil
Government on its treatment of labor. Indeed, even the moat impartial
observers sometimes criticize Aramco for paying so much money to such
irresponsible rulers.® Arameo is caught between two stools; it mist
contime to disgorge its profits-.indeed a good deal more of them--
but somehow it mist ensure that these do not consolidate the position
of the present regime.

Other companies, like IPC in 'revolutionary' Irag, are not
confronted with this problem to the same degree. They have other
problens,

Despite its democoratic pretensions, the Kassem regime never
furnished Iraq with anything remotely resembling democratic institu-
tions in the generally accepted Western sense. Nor so far has its

'seut al-Jasiran al-Avebiyah, 28 Septesber 196.

2!'h-rl is a glaring contradiction, writes the Lebanese daily
mﬂﬁtmmmmmw independent and impartial
newspaper Lebanon) on 13 November 1962, between American munifi-
cence in pouring out millions to raise living standards throughout the
world and the casual attitude of the oil companies in Saudi Arabia wh
:.ummtothomuﬁn‘otdlmdtluww
8.
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successor, Nevertheless, because the Kassen regime was, by certain
standards, progressive and democratically-inclined, the oil companies
in Trag were assumed to be hostile to it as automatically as they are
assumed to be friendly to the present Saudi ngino.l However, Kassem's
'progressive’ regime lacked ome (in the Western view) essential element
of a democracy--free speech and institutions. Towards the end of his
regime, the cowpanies became increasingly unpopular with the govern.
ment, which accused them of resorting to violence to thwart its aims.
On one occasion, for example, IPC was accused of exploiting the dis-
content caused by an increase in gasoline prices in order to foment
disorder and riots and thereby force the government to take a softer
line in its negotiations with the company.. On another occasion, the

0il companies were implicated in the Kurdish rcrolt.’

The point is
that since Kassem's Iraq new no such thing as peaceful protest, it
was only natural that the companies should be credited with resorting
to the same methods of redress as angry taxi-drivers and frustrated
Kurds,

As is to be expected, in truly democratic states where civil
1iberty is a reality, the companies can, and according to their eri-
ties, do, employ non-violent methods of political manipulation to

achieve their ends, Iebanon, with its high capitalism, its pluralist

lttiotmoromthtw.ummmdﬂn
Kassen regime, sometimes tried to make out that Kassen was
in leagune with the companies, but even Rgypt kept quiet when events
proved the absurdity of these allegations.

?See Middle Bast Boonomic Survey, Beirut weekly, 31 March 1963.
3Speech by General Kassem, 25 September 1961.



society, its special interest groups and its aggressive freedom of
speech, lends itsel! in particular to political intrigue--or at least
to the exposure of it, real or illusory.

In recent years IPC has found it necessary to dismiss a large
rmumber of workers employed at its pipeline terminal in Tripoli., These
dismissals have produced some political crises and some interesting
insights into the way a company appears to change its methods to suit
its environment, This same company which in Iraq resorts to violence
in lebanon favors more civilized devices, such as: conniving with lo-
1 bribing

labor union ortiouluz discriminating between unions; dismissing and
3

cal notables and politicians to the disadvantage of others;

retaining employees according to their political affiliations.

- “Pictorial News Agengy, Beirut, 26 February 1961.
%Al awaditeh, Beirut weekly, 14 April 1961.
®Al-inba, Beirut daily, & December 1962,



CHRAPTER IX

THE ECONOMIC ASPECT

The General Setting

It scarcely needs to be said that the charscteristio fumetion,
ma;ug'og.ormuxmutomm..uum
make a profit, It is this, their eoonomic aspeot, which we shall
examine in the present section. We must not forget, however, that the
overall political setting, alien though it may be to the central task
of producing and selling oil, permeates through all aspects of the
oil industry, and not least the ecomomic ome, It is obvious, for
example, that to denounce the companies as adjuncts of imperialiss is
also to condemn them in purely economic terms. Such a condemnation
was either implicit or explicit in most of the opinioms reveiwed in
the last section. For those who expressed them, however, the soco-
nomic injustice dome to the Arabs was held to be the result of the
basic political situation--that is, the domination of the Western
powers. Throw of{ the political yoke, it was contended, and the
economic injustices would dissolve in the process. Viece versa, whem
the oil companies are denounced in purely ecomowic terms, especially
of course by the Cowmmnist and extrems natiomalist press, this is
often only the expression of a political grievance.

At the same time, however, the companier are also the object
of a predominantly ecomowic eriticiss, and this kind of eriticism is

v



CHAPTER II

THE ECONOMIC ASPECT

The General Setting

It scarcely needs to be said that the characteristic funetion,
the raison d'etre, of the oil companies is to produce oil, sell it and
make a profit, It is this, their economic aspect, which we shall
exanine in the present section. We must not forget, however, that the
overall political setting, alien though it may be to the central task
of yroducing and selling oil, permeates through all aspects of the
oil industry, and not least the economic one., It is obvious, for
exanple, that to denounce the companies as adjunocts of imperialism is
also to condemn them in purely economic terms. Such a condemmation
was either implicit or explicit in most of the opinions reveiwed in
the last section. For those who expressed them, however, the eco-
nonic injustice done to the Arabs was held to be the result of the
basic political situation--that is, the domination of the Western
powers. Throw off the political yoke, it was contended, and the
economic injustices would dissolve in the process. Vice versa, when
the oil companies are denounced in purely economic terms, especially
of course by the Communist and extreme nationalist press, this is
often only the expression of a political grievance.

At the same time, however, the companies are also the object
of s predominantly economic criticism, and this kind of criticism is
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usually more moderate, rational and well-informed. The reason for
this is probably simple enough. A discussion of the economics of the
oil industry is bound to submit, at least in some measure, to the dis-
cipline of hard facts and figures. These may often be recondite and
gomplex, but at least, in so far as they are known, they provide a
solid basis on which specific arguments can be built up, claims and
counter-claims exchanged. Pregisely for this reason, however, this
is a field in which a special knowledge and expertise are indispens-
able for persuasive exegesis, In this field, more than in any other,
the Arab point of view is expounded by experts, who have begun only
quite recently to present a serious challenge to the oil companies on
their own ground.l In this section 1t will be mainly their arguments
that wve shall examine, since of necessity theirs are the only really
articulate ones. However, in keeping to their level, we should not
forget that it is paralleled by a lower level of opinion, which is
always simpler and usually more extreme. The argumentation of the
experts, however, abastruse, can easily be reduced into the slogans

of the common man. A scrutiny of the Arab press might give the impres-
sion that Arab grievances against the oil companies are impossibly di-
verse and conflicting. But often, in faoct, they do not differ so much
in nature as in degree. Thus, what to a moderate critic may simply

be "an unreasonable profit”, to a less moderate ome becomes “unjust

lu will be explained in a later chapter, the Organisation
of Petroleum Exporting Countries, which plays a leading role in the
formilation of Arab oil policies, stresses the importance of a scien-
tific approach to oil affairs.
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exploitation™ and, to an extremist, nothing less than "robbery",
"plunder™ and "feudalism™. In general, the more extreme a grievance
the more political is its content.

This constant association of politics and ecomomics, even
though it is most common in the more natiomalistic and extreme sec-
tions of opinion, is very significant. It highlights that underlying
interconnection between all Arad wewspmpesr opinions on oil--the con-
sciousness of the "great divide™. The political gulf between the
Arab world and the West is deep and daunting enough, and, as we have
seen, mich to the disadvantage of the oil companies. But the great
divide, though stark as ever, is no longer chiefly political in nature.
For, as the bogy of political domination recedes it is natural that
the Arabs should turn their attention to those more subtle and intri.
cate forms of domination, the economic ones, which still most patently
remain,

The Arab people are economically backward.-a plight which they
share with practically all the other nations of Africa, Asia and South
America. No longer colonial or subject people, their inequality with
the West is now described in terms of the contrast between "underde-
veloped™ and “developed”™, "industrialised™ and "agrarian™, and--of
special relevance to the Arabd world--"consumer” and “"producer”., The
advanced nations have diversified, highly technical economies; the
backward nations often derive most of their pitiful income from the
production of one mineral or raw material, which they cammot use them-
selves and which is dependent for its value on the needs of the advanced,
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industrialized nations. Consequently, their prospeots of development
depend to a great extent on high-level political decisions taken hy
foreign powers. For example, the Buropean Economic Community, whose
demand for oil ie rising very rapidly indeed, has it in its power--
and without any altruism..to make a very significant contribution to
the welfare of the Arabe., It could do this at one stroke, simply by
edopting a libersl energy policy, with a minimum of protection for
domeatic coal production and freedom of access for foreign (i.e. main-
ly Arab) oil., It is essential, therefore, that Arab economic griev-
ances against the oil companies should be seen against the background
of a world situation.

In the WMiddle East itself, there is certainly a growing aware-
ness of the position of oil as part of the whole phenomenon of economic
relations between the developed and underdeveloped world. In August
1962, the Organization of Petroleusm Exporting Countries (OPEC) pub-
lished a mmwuluul explaining its point of view on certain demands
which some of its member-countries intended to put tc the oil companies.
Wuch of the argument in this memorandum, which for the time being at
least might be called an oil-exporters' manifesto, was couched in very
general terms, In particular, the memorandum complained that in re-
cent years the underdeveloped nations of the world had suffered a
steady deterioration in their terms of trade with the industrialised
nations. It suggested that the price of oil should be stabilized by

ltmorandua explaining the resolutions of the Fourth Con-
ference of OPEC, 2 August, 1962,
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relating them to an irdex of prices of manufectured goods. It noted
that, from their position of strength, these nations enjoyed & built-
in sdvantage over the producing countries; economic forces tended an-
tomatically to work in their favour, so much so that the gap between
the rich and poor nations was widenming. The issues touched upon in
this memorandum are very far-reaching. A mmber of observers have
suggested that the time is now ripe for the consumers and producers
to get together as two groups and work out a general agreement bet-
ween thomlvu.l Although the members of (PEC have not yet asked
to deal with any group of consumers--the Buropean Boononic Commnity,
for example, which ies now trying to establish a common energy poligy—-
they are clearly anxious that the consumers should take conscience of
their status as rich, developed natioms, They would then, it is hoped,
view the difficulties of the underdeveloped nations with a proper un-
derstanding and sympathy. Moreover, this understanding should express
itself in a greater willingness to help solve these difficulties in a
practical fashion, and not simply to dole out more money in economic
aid,
In the long term interests of all concermed, an

equitable balance between the two groups of nations

must be established. And the way to accomplish this

end is not through economic aid which is dependent

to some extent on the good graces of the granting

nation, is soetimes tied to economic conditions

serving their interests and is susceptible to shifts

in their own internal political and econonic con-
ditions. Such a balance must, on the contrary, be

l'ror example, Peres Alfonso, Venesuelan 0il Yinister (see
%ﬁ’é"—’&b London, 3 December, 1962) and Nicholas Sarkis, a
se economist (see Le Commerce de levant, Beirut semi-weekly, 16
May 1964). ‘



established by building up a system whioh will allow

the underdeveloped countries to make their way in the

world of international trade through reasonable but

not exorbitant prices fu{ the exports on which so much

of their future depends.

*Trade not aid' is a slogan which holds good in the Aradb world
despite the fact that they are among the richest underdeveloped natioms
in the world--or perhaps because they are, for charity is likely to be
particularly resented when it is felt to be unnecessary. The anti-
Western press is always ready to play on this reasentment., Why, asks
& Lebanese Communist daily, should Lebanon seek American aid when
America owes lebanon millions of dollars (through Tapline, which has
deprived Lebanon of its rightful share of profits)? And why do not
the Lebanese authorities inferm the public of the methods by which
America robs the country of its wealth and then covers this up with

offerse of u.id?z

Economic Power versus State Sovereigaty

8o much for the general economic setting in which the oil comw
panies operate, Turning to the companies proper, we shall take as our
starting point that blanket term of abuse--"monopolistie™--which at
some levels of opinion is almost synonymous with the cil companies.

On this basic theme, modulating through none-too-harmonious variatioms,
a whole structure of opinion is built up.

thlmtm‘mnmmmtim.mmmm.
231 midg, Beirut daily, 3 November 1960.
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In the popular press, the label "monopolistic™ is applied
to the oil companies with the same ritualistic insistence as "imper-
ialistic™ to their countries of origin. On a par with 'foklore' ocon-
ceptions of imperialism is a favourite metaphor, "oil octopus”, used
to designate the monopolistic character of the international oil com-
panies with their worldwide network of interlocking operations. This
gigantic parasite (to continue the metaphor), which sucks the blood
of small nations, is controlled from Wall Street and the City, the
econonmic nerve-centers of imperialist power.

For the more moderate and better informed, the structure of
the great oil companies, or "The Cartel™ as it is often called, is less
phantasmagoric, MNevertheless, the system of subsidiary companies which
the seven majors have set up to undertake the various stages of oil
operations comes in for a great deal of criticism, and basically this
criticism is the same., The fundamental objection is that these sub-
sidiary companies, the temtacles of the octopus, make up a vast complex
machinery remote-controlled from the highest levels of authority in the
capitals of the West, in that other and opposite world of rich, deve-
loped nations.

How was this machinery estsblished? For some, like Mahammed
Hadid, ex-Iraqi Finance Minister, it was a deliberate artifice design-
ed to deceive the oil producing states and bend them to the will of
the cartel.! For others, this machinery came into being fortuitously
as an empirical construction.

—

]'Intn'uu with Muhawmad Hadid, Rose el-Yousef, Cair? weekly,
6 Jamary, 1960,



In an interesting pap.rl' delivered to the Third Aradb Pet-

roleum Congress, Dr. Wuhammad labib Shugair, a professor of politi-
cal economy at Cairo University, took the view that the international
oil industry is not expressly designed to control the producing states,
He maintained that the great bargaining power of o0il companies vis-a-
vis the Middle East producers is the result of a combination of face
tors, most of them inherent in the dichotomy of developed and under-
developed nations. These included, before World War II, the producers'
lack of capital and skills to develop a national oil industry; politi-
cal pressures of dominant powers; the absence of competition in the
0il industry; the paucity of proven reserves in the Widdle East in
relation to the world total; the lack of appreciation by the Arabs of
the importance of oil to the economies of the countries to which the
companies belong. The majors were thus able to acquire vast and ex-
clusive concessions, operated by jointly-owned subsidiaries, in the
countries of the Middle East which have since become the most proli-
fie oil producers in the world. In the light of this argument, the
companies can be said to have taken advantage of a given situatiom,
rather than having created it themselves,

But the great bargaining power of the cartel is perpetually
on the decline, Dr. Shugair held, not only because of the economic
development, inoreasing sophistication and political strength of the

16 to 21 Ootober, mz.
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producing countries themselves, but also because the monopoly of
the cartel is being subjected to strong pressures from actual or po-
tential newcomers offering better concession terms and new producers
of fering crude oil or petroleum products on world markets at lower
prices and on better terms,

Although it is on the decline, however, the power of the oil
industry is still much too great for the liking of the producing
countries, And so long as it remains so, it is believed, world-
wide oil operations will contimue to be carried out in the interests
of the foreign-based organizations which control them. In the last
analysis, benefits to other parties such as ‘tho producing countries
are gseen as incidental. In the wordes of Shzikh *Abd Allsh al-Tariki:
"the concessionary companies belomg to the oil-importing and oil-con-
suming countries. If the interests of the producing countries conflioct
with those of consuming countries, the interests of the former are

invariably uoritiood."l

From this it appears that the producing
countries are in natural opposition to the parent companies., On whose
side are the producing companies? Logically, according to Tariki,
they should be on the side of the producing countries; but they are
not, because "both the producing countries and companies are at the
mercy of the big international companies which exercise control over

)

world markets.,” In Baghdad, in August 1960, there were professions
of surprise that the producing companies should have asgreed to cut

lgatkh Abd Allsh Tariki, interview with the Cairo deily
al-Sha'b, 30 April, 1959,
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posted prices, a step which was not in their interest even if it was
in the interests of the consumer f.:cmn‘triet.1 Still less flattering
is the belief that the interma‘ional oil companies act with cavalier
indifference to everybody's interest except their own, that they ™toy
with the destinies both of the um'!:éi'elopod natione and the oil consum-
ing nations of Rn'ope."z

Perhape the best way to sssess just how massive is this eco-
nonmic power whickh the companies are still thought to retain is to
examine what action the Arab governments take or recommend should be
taken to control it., It might be asked, for example, why the previous
regime in Iraq did not nationalize IPC outright, considering the vio-
lence of ite polemics against it.

This question of nationalization shows up in its acutest form
the nature of that antagonism, which, at lesser degrees of tension,
lies at the heart of ggovernment-company relations. This is the
antagonism between the economic power of the companies and the poli-
tical power of the host countries. Nationalisation has been endowed
with a symbolic appeal, a mystique, quite unconnected with ites pos-
sidble economic benefits, because to nationalize is to go to the extreme
in sasserting the political sovereignty of the state over the foreign
company .

Rationalization has been carried out in Egypt; and the Egyptian

1) snali, Beghdad daily, 6 September, 1960.
21 turriyah, Baghdad daily, 51 August, 1960,
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government has often urged other Arab governments to take this step
as the only effective means of making foreign industrial enterprises
sorve the best interests of the state. At the Third Arab Petroleum

Congress, Anwar Salameh,l

the Secretary General of the Arab Feders-
tion of Petroleum Workers, delivered a tirade against the oil companies,
By their control over most of the 'iddle Bast oil resources, production,
prices and revenues, he said, the companies possess a dangerous weapon
with which to threaten the economic well-being of the Arab states. He
therefore urged the latter not to be deterred by the false alarms rais-
ed about the risks imvolved {rom their aim of nationalizing the Arabd
oil industry.

It is surprising however, that '&r. Salameh, who regaris the
oll companies as such a dire threat to the Arab well-being, should
dismiss as unfounded the fears that nationaliszation of a country's
oil industry would bring about another 'Abadan’. His optimism was
evidently not shared by other Arab governments; for if they took such
a draestic step, they would have to find purchasers for amounts of oil
compared with which Egypt's ocutput is diminutive indeed. In Iraq, for
instance, when the Kassem government used to vie with Egypt in the
fervour of its nationalism, nationslization would obviously have been
& source of great prestige. But even if the government was interested,
it was evidently not prepared to take the risk, fearing no doubt that
the oil comwpanies would mount an economic blockade as they did against

—

1

Anwar Salameh, Participation % the 0il I%tg ﬁ Itg
lffmntb%og the Arab States, paper delivered to
eum Congress.



Iran in 1951, Indeed, it is noteworthy that after the firat few
months of the Kassenm regime, the Iraqi press, except for veiled in-
sinuations now and then, followed the government line in studiously
avoiding ay mention of nationalization as a means of dealing with
IPC. On ane occasion, even, & pro-governnent newspaper had to mebuke
one of its colleagues for "its implied demands for na.tionaliution".l
All the evidence is that the Arab leaders are fully aware of the for-
midable power of the companies, and their readiness to use it if pro-
vokeds If the worst came to the worst, an Arab government might,
however, be prepared to do without its revenues, Genaral Kassen

2 But it is difficult to take seriously oc-

once intimated as much,

caaianal statements that oil has been nothing but a curse to the Arabs.
dnother, less drastic, fashion by which a produeing country

might assert its sovereignty is by increasing its oil revenues by some

device not provided for in the concession ag:reamt.s The imposition

!y Maurah, Baghdad daily, 15 mugust, 1960,

2Interview with Al-Thaurah, Baghdad daily, 2 September, 1950,

sBy unilaterally imposing taxes on the oil companies, Venesuela
substantially increased its share of profits at one stroke. This action
undoubtedly made a strong impression in the Arad world, where govern-
ments have been toying with the idea of doing likewise. For instance,
at the Seventh Meeting of the Arad 0il Experts, Mr. Frank Hendryx, then
Legal Adviser to the Saudi Directorate of Petroleum and Mineral Affairs,
proposed that the Arab states should seriously consider emlating Ve-
neszuela by passing income tax laws providing for an increase in the

State's share of oil reverues (see “ddle Egst Economic Survey, 20

November 1959),



39

of port dues at Basrah by the Kassem government is a case in point.

As one Baghdad paper explained in this connection, the government
should not allow the companies to discuss this matter, which falls
completely within the jurisdiction of Iraq as a sovereign state. It
was incumbent on the Iragi government to assert its independence "be-
cause the economic power of the monopolistic oil companies entailed
political pmr."‘l In effect, this raises the companies to the status
of governments, s eitunation which only servee to heighten that sensi-
tivity about sovereignty common to all those states which have recently
emerged from foreign domination of ome form or another. Nationaliza-
tiom, the extreme assertion of sovereignty is of course an act of last
resort, which the companies would presumably counter with all the re-
sources at their disposal. In their great economic power, the com-
panies have, and are seen to have, an ultimate deterrent against state
intervention; but also, in normal times, they have a means of pressure,
a diplomatic instrument, which they can use in their regular dealings
with their host govermments,

There are two aress of e commercial operations in which the
companies insist on their right to freedom of action--the determina-
tion of prices and production, The Arabs often complain that precisely
in these areas the companies abuse their freedom by making arbitrary
decisions at the expense of the host governments, whose oil revenues
depend directly on the price and the amount of o0il produced.

1) Wurrivah, Baghdad daily, 17 mguet, 1960,
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As regards production, the most obvious way in which the
companies can arouse the suspicions of any one producing country is
to allow its crude output to fall off, or to register a significantly
slower rate of growth than that of a neighbouring producing country.
Between the break-off of the IPC .Iraqi negotiations in October 1961
and the downfall of General Kassem in February 1963, for example, IPC
production remained more or less static, a fact which the Baghdad daily
al-Bayan (whose comments, under the editorship of oil expert "uhammad
Hadid, were the most constructive in the Baghdad press) stigmatised
as a typical instance of the companies' time-worm monopolistic tae=-
tica.l It was reported that towards the end of the Kassem regime,
resentment against the IPC was becoming particularly strong on the
srmmdﬂ{t had not kept tc its promise to expand production at a cer-
tain rate. This was described in Iraqi oil circles as typical of the
oil company's "proverbial bad faith", particularly obnoxious in that
it was felt to be a direct blow at Iraq's national development pro-
gmm.z To take a more specific inetance, IPC was once acoused of
lowering production in direct retaliation for the imposition of
higher port dues at Basrah. During the IPC-Iragqli negotiatioms,
General Kassem bluntly told the IPC negotiators that this was a
wdeliberate aot” designed to harm Iraqe

lol.Bayan, Reghdad daily, 10 May, 1962.
2800 le Commerce du Levant, Beirut semi.weekly, 2 February,l963.

Swimites of Iraqi-TPC negotimtions, issued by the Iraqi News
Agency, 19 October 1961.

Manipulation of production is so conspicuous a device that
it si easy game for the critics, Ome such critic, Samir Shamma, the
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Arbitrary price-cutting is the second economic weapon which
the companies are believed to use to exert pressure on the producing
countries. In Iraq, the 1960 price cuts were interpreted in some quar-
ters as an action calculated to bring the government to heel in its
negotiations with W IPC® But price-cuts are not usually considered
to be directed against individual producers, no doubt because changes
in prices usually occur more or less simltaneously at every pricing
point in the whole iddle East producing area. They are usually seen
in a broader perspective. Certain Middle Bast oil experts certainly
condemned the 1960 price-cuts as a blow to the ecomomies of the area,
but at the same time they considered that this had not been their main
purpose, First and foremost, they believed, the price-cuts were a
kind of economic sanction against Venezuela for having imposed a tax
on the oil companiu' operations, The following extract from an ar-
ticle by two high-ranking members of the Directorate General of Pet-
roleum and Mineral Affairs in Sandi Arabia provides an interesting ex-
position of this line of thinking in its wider implications:

well-known oil expert and lawyer, was once hoist with his own petard
in his eagerness to find fault with the companies (though his point
would have been very relevant to the situation after °'Abadan’. He
noted that Aramco had inoreesed its throughput at Ras Tamura refinery
by a very considerable amount in 1960, and went on to attribute this
to the shut-down of the Abadan refinery due to a dispute between
Iraq and Iran. In fact Abadan refinery was shut down in 1961.

1See al-urriyah, Beghdad, daily, 19 sugust, 1960.
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Both Shaikh Tariki of Saudi Arabia and Peres
Alfonso of Venesuela have advocated intemational
prorationing of production by means of an intere
national compact. The Arab countries have further
plans of their own for the Arab pipeline, the Pan-
Arab Tanker Fleet, and national oil companies. In
face of such growing activity in the producing
countries the companies, still intodicated with
the notion of "hands off the industry,” are apply-
ing pressure of their own. When the companies re-
duced the price of Venesuelan crude in February 1959
after Veneszuela had inoreased its income tax two
months earlier (December 1958), the impression which
this action left on the producing countries was that
the companies intended to "punish™ Venesuela for
increasing its income tax. The 1959 price reduc-
tions in the Widdle East preceded the First Arad
Petroleum Congress by tw months. Yhe ™preventive
punishment™ was perhaps intended to serve as a wam-
ing to the participants in the congress, who were
sure to raise the guestion of increased income from
the industry. In this atmosphere of pr!uun. oil
prices have been the pivot of maneuver,

It is in the same spirit of mistrust that most Arab persona-
lities, with one notable exception, have consistently refused to
share the companies' alarm at an alleged Soviet oil threat., This
they coneider to have been grossly exaggerated so as to provide a
convenient argument with which to resist the demands of the produc
ing countries, The exception is the late Lebanese deputy and busi.
nessman, Emile Bustani, who was well.known for his resounding denun-
ciations of Russia's Machiavellian oil politics. Coming as they did
from so conspicuous a friend of the West, whose highly suoccessful
business career was not uncomnected with the prosperity of the Middie
East oil industry, these onslaughts did not have much effect on the

“iishan Naser and Mihanmad Joukhdar, 011 Prices in the
Middle Bast,” 'fiddle Bast Economic Survey, Beirut weekly, 23 September,

1960,
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rest of Arab opinion, If anything, to judge by Bustani's habit of
crossing swords with the much more influential Shaikh *Abd Allah al-
Tariki, they probably served to strengthen the general belief that
the Russian oil threat is a scare mamufactured by the companies.

Of much the same kind were the suspicions voiced in comnec-
tion with the discovery and development of oil in Lidya., In the
words of Samir Shammas

Noeone conversant with oil politics is un-

eware of the purpose behind these exaggerated

reports of oll discoveries in Iibya...It is a

hint to the other Arab countries to exercise

moderation in their demands on the oil compa-

nies, or even drop many of them altogether end

to arrive at a couprmige leaving the lion's
share to the companies.

Commereianl Realities and Pressures {rom Producers

Changes in prices and crude output, then, are regarded as
weapons in the armoury of a powerful and overbearing industry. How-
ever, they are by no means always seen in this light. In receat
years, Arab o0il experts have shown more and more interest in tackle
ing such vital matters as production and pricing in the context to
which they truly belong-e-the commercial one. Insofar as the oil come
panies claim that, as business enterprises, all their actions are in
the last analysis dictated by commercial necessity, these experts have
come to grips with the companies on their own ground. Of course it

lsamir Shamma,"Libyan 0i1 and Middle East Oil Folicy,"
Middle Eost Economic Survey, Beirut weekly, 30 October, 1959,



could be argued that comercial necessity, as a concept, can include
the idea of using economic power as a means of pressure or co-erciom,
However, this is not meant here, and the following analysis takes
into sccount only those Arab views which have taken the claim in the
sense that the companies mean it. This, as will be seen, is far from
meaning that they accept it. DBroadly speaking, it can be said that
they use one of two principal lines of argument: to dispute the com-
mercial justification of a particular oil company decision or to deny
the propriety of such an action, though perhaps justified cormercially,
on the ground that it is injurious to the producing eountry or countries.
There is no place here to deal with all the particular issues
on whish the producing countries and the oil companies are at odds.
In isolation many of themw.such as dead rents, sales discounts, dep-
reciation allowances--are of minor importance, although taken to-
gether, they amount to something fairly substantial. However, there
are three cardinal issues, inclusive of all others, which now lie at
the heart of the controversy between governments and companies. These
are production, prices and profitability.
Recently the moet important single economic factor affecting
oil operations has been the world surplus of crude, which in turmm
has led to a downward pressure on prices, and consequently on govern-
ment reverues, The question of the profitability of oil operations
is of direct interest to the producing countries insofar as it serves
as a basis for determining what is & fair division of profits between

company and host government.
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With regard to production, there is a certain inconsistency
in what the oil producer thinks is good for itself and for what it
thinks is good for oil producers in general. On the one hand, as we
have already seen, they are quick to reproach their own concessiona-
ries for not expanding production at the desired rate. Iraq is not
alone in urging a large-scale expansion in its producing capacity.
Iran has also made it clear that it expects to regain its position
a8 the ¥iddle Bast®s leading oil producer.. On the other hand, there
is a body of opinion im the producer countries which is strongly in
favour of a world.wide prorationing scheme. This idea appears to be
in cold storage, or possibly to have been shelved altogether; howe
ever, if some sort of proration scheme were ever adopted it would
constitute a mch greater encroachment on the company's cherished
freedom of action tham the need to satisfy the expectations of indi.
vidual countries is at present.

The folloving extract from an article by Muhammad Joukhdar,
formerly head of the Economic Sectiom of the Saudi Directorate Ge-
neral of Petroleum and Wineral Affairs, gives the gravamen of the
producers’ case for proration:

The fact is that all large-scale oil producing
and ewp orting countries now fall into the category
of economically underdeveloped countries. One of
the basic problems of these countries--countries
characterised by a total dependence on one com-
nodity whether agricultural or mineral--is the
fluotuation in the prices of the raw materials

13ee interview with Shah of Iran, Petroleun Week, 9 December
1960.
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which they produce, and the disruptive effect of
these fluctuations on their budgets and economic
planning. Thus the faot that crude oil is the
principal source of income of the oil producing
countries of the Arabian Gulf and the Caribbean,
and is expected to remain so until they succeed

in diversifying their economies, leaves these
countries no alternative, in their efforts to stabi-
lize their economies and build up a reserve for
emergencies, but to adopt a policy of comservatiomn
of resources, which would also have the effect of 1
stabilizing crude oil prices through prorationing.

What is interesting and characteristic about this statement
is the emphasis laid on the predicament of the underdeveloped coun-
tries. It is this predicament, with all the disadvantages it entails,
that provides a solid undeniable premise on which the whole case for
external control over the oil industry is grounded. r., Joukhdar is
quite categorie:

Free economic enterprise cannot remain free,

nor can it have any meaning, so long as there

are people whose economic life is comstantly

threatened because of their dependence on the

export of materials subj ot to dangerous price

fluctuations.?

Thet is to say--in accordance with the second main line of
argument-.a company's freedon to decide on its level of output, though
perhaps a purely commercial matter, is improper because it is liable
to injure the produeing country,

However, according to 'r, Joukhdar, it is possible to apply

the first line of argument as well, and to object to a company's

"ﬁh.u-l Joukhdar, "Petroleum: Supply, Demand, Production
Controls and Price Cuts,” Al-Bilad, Sandi daily, 9 August 1959,

2 vid.
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freedom 1o decide on its level of ocutput on purely commercial grounds.
That is to say, although the companies are interested, just like the
producing countries, in maintaining a stable relationehip between sup-
ply and demand, the fact is that they are umable to do so:

If the oil industry is for some reason produc-

dnmg more than the world market can absorb, thie

should not bde construed as indicating that the

©il industry is facing an economic crisis due to a

fall in demand for petroleum, but rather that there

is eome kind of imbalance in the industry which

ney be .tirihtod to a miscalculation in business

{orecast,

Thus, free enterprise is no longer acceptable, not merely
tecause 44 runs counter to the interests of the producers but because
it is no longer capable of looking after ite own.

Although one of the objectives of a proration scheme is to
conserve resources and therefore to prolong the period during which
the producing countries will comtime to receive oil revemues, it is
yermissitle to assume that this is not the main objective. BSuch is
the abundsnce of “Widdle East oil that it would always outlast the
reserves of any other area, and, if the worst came to the worst, it
"oould wipe any other off the market.™ The main objective is to
halt the domward trend in prices.

JI4 is the sphere of prices that the debate about commercial

necessity really comes utoitsm.l On the one hand the companies

‘.
2g4shan Nazer and Muhamsad Joukhdar, gpecit.

3In this conneotion it is significant that the 1960 price-
cuts were the catalyst which produced that milestone on the arduous
road towaxd producers' solidarity--the formation of the Qrganiszation
of Petroleum Exporting Countries (COPEC).
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insist that to deprive them of the right to set prices is to strike
at the very basis of their existence as independent businese organi-
sations, Tt is in the setting of prices, on the other hand, that
the produeing countries see their main chance to force the dymamio
of the world oil trade, against its natural bent, into shedding its
benefits more evenly. If economic forces, left to themselves, work
inexorably in favor of the developed countries, then these forces
mst be brought under control. At the present time the “ddle Egst
oil producers are demending a return to pre-August 1960 price hnln.l
However, it is not the specific demand which is important, so much
a8 the rationale behind it, The Middle Bast producers insist on be-
ing consulted by the companies about their pricing poliey.? They
wish, in other womds, to acquire a measure of control over company
operations 20 as to ensure that their economies are so far as poesible
spared the shocks of sudden and unexpected reductions in oil revemues.
42 a result of a tendency to use both anti-commercial argu-
ments at one and the same time, Widdle East thinking on prices seems
to escillate rather uncertainly between two distinct and contradictory
premises: one, more dogmatic end traditionmal, that the monopolistic
character of the oll companies is so strong as to rule out competition
and therefors the necessity for competitive price-cutting; the other,
that competition exists, ut that price-cuts are still unjustified be-
cause they are harmful to the producing countries.

'See Bxplanstary Memorandum on (PEC resolutions, opscit.

2... Resolution I.l. of Conference of Petroleum Exporting
Countries (which brought OPEC into existence) held in Baghdad from
10 to 14 September 1960,
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At the time of the 1959 and 1960 price-cuts, leading Arabd
oil officials took the stand that they had no economic justificatiom.
Yot at the same time they were advocating a proration scheme, and
this seems to be a tacit admission that there is at least a tremd
tovards oversupply, which, if unchecked, will lead to heavy pressures
on the existing price structure, It seems a trifle ingenious, there-
fore, %o argue that the oversupply situation exists only in the ima-
gination of the companies in search of an argument for reducing prices.
'!:rikl says, for examples "The idea of the limitation of production
would merely serve to eliminate the wyth of an oversupply situation
(my italiecs), and put an end to fluctuations in prices which have no
econonic justification.™ In support of this peint of view, Middle
East 0il circles sometimes draw upon the argument that there is no
aotual over-production, merely a surplus of oil producing capacity;
in consequence, the major oil companies, which control most of these
0il reserves--stored in cost-free reservoirs into the bargain.-should
te perfectly capable of resisting any temptation to produce more than
no\oun:r.r.z If thie is valid, them it effectively answers the com-
panies’ plea that price cuts are dictated by commercial necessity.
"It is clear that under the shadow of the cartel all free competitiom
disappears and the law of supply and demand no longer perates to de-
termine commodity prices, Thus all economic forces are oriented to-
vard the realisation of the cartel's d-."

nterview with alothad, Beirut weekly, 19 December 1959,

zrnn&ummmmichwmm. "c

5+abd al-Ghanim Nadhrani in gl-Yanamsh, Ssudi weekly, 12 Feb-
ml“lu



The inability or unwillingness to admit the possible exist-
ence of price-conscious competition and quasi-monopoly comes out in
the producers’ stock argument that there can be no need for the pro-
dueing company to offer discounts to the offtaker which lifts its
orude. This transaction is a mere book-keeping formality, they say,
because producing company and of ftaker are both affiliates of the same
parent companies)lWhether or not these discounts are justified, until
the o0il companies come out with definite and detailed information om
their selling operations, it is easy for the producing countries to

claim that discounts are not made under the spur of competition, but

are merely a pretext for cutting pmn.l

To judge by OPEC's Explanatory WMemorandum, Middle Bast oil
ciroles are now moving away from their rather awkward stand and have
accepted, with a certain reluctance, that competition is indeed an
important factor in oil transactiems. Rather than attempt to inva-
lidate the "myth of an oversupply situation™, the memorandum finds:

it most natural that the petroleum-exporting couna

’ tries should take steps to ensure that their reve-
naep are in some measure protected from the less
desirable effects of a competition that can cause
such widespread and pervasive damage to their
economies and to their chances for a diversified
long-term economic development. We wish to em-
phasize that we are not necessarily opposed to a
competitive system as such. Competition in the
international economy, as in national ecomomies,
may have a proper role to fulfill, But it would
be the height of irrespomsibility if the petroleum
exporting countries were to sit by with arme folded
watching unrestrained competition destroying their
chances for the future through successive decreases
in the price of orude oil and in the face of mount-
ing prices for their requirements of imported mamu.
factured goods.?

%o artiele by Shaikh ‘A al-'Asis Mai'emer in gl-Yamsush
Saudi weekly, 28 August 1960. A

'hhutor.r Memorandum on (PEC Resolutions, gp.eit.



Whatever the Middle East oil experts may think about monopoly
and competition, it is clear that there is one matter on which they
are emphatically agreed: that it is most unfortunate that in the me-
chanism of posted prices the companies should have at their disposal
a2 kind of ever-ready safety-valve, automatically operated to relive
pressure on their falling profit margins. ™All the operations of the
0il industry,” explaine Shaikh *Abd Allsh al-Tariki,

are closely interrelated, and what happens in one

phase inevitably affects the others. For example,

losses incurred in transportation will invariably

affect profits from production, and this is true

of all the other operations. If one or more of the

operations show a loss, the companies resort to

ocuts in orude prices on the grounds that such cuts

are essential for production operatioms. Is it

fair that the people of the oil-producing countries

should forfeit a part of the profits on oil produc-

tion because later operations show a loss, whereas

they are denied a share of the profits on later

operations, at tir when these operations actually

realize a profit?

It is almost axiomatic in Middle Bast oil circles that this
logistical operation of transferring profits downstrean—-"smuggling”,
in the terminology of the popular press--benefits the consumer coun-
tries. It is a logical projection of their vexation at the reductions
in the oil producers®' revemues that the Middle East producers should
resent the benefits which these reductions bring to the consumer; in-
deed, going farther, that they should take it upon themselves to

eriticise certain broad aspects of consuming countries’' ecomomic policy.

nterview with Shaikh *Aba Allah al-Tariki in alo-Ahad, Beirut
woekly, 19 Jamary 1961.



Ironically enough, some critics find themselves actually
voiging the complaint that the comsuming countries do not benefit in
the form of a reduction in product prices; this at least, they say,
would give the semblance of justification to the upstrean price cuts.t
However, if it is not the individual consumers who benefit it ie the
economy of the consuning country as a whole, because it is to these
that the parent companies belong. In this connection, the participa~
tion of the British Covernment in Eritish Petroleum is particularly
objectiomable, in that the British Government stands to gain directly
at the expense of the producing countrlu.z

Another complaint in that eonsuming countries levy an unduly
high tax on refining and marketing operation, which ies one of the
reasons for the pressure on posted prices. In fact, the consumer
need only look at a few figures "to realize what a grave error it would
be for him to think that an unduly large part of the price he pays for
the oil he comsumes goes to the owner of the raw meterial.™ It has
even been claimed that rightfully these taxes belong to the produeing
countries ..li

To these complaints, all of which throw into sharp relief the

reality of the "great divide", others can be added: why, it is asked

1
SnsﬂiohbyMkamrinm Saudi daily
9 Mgust 1959, ' )

21b4d.
S Explanatory Memorandum, 2 August 1962.
“Hishan Naser and Yahamad Joukhdar, op.cit.
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for example, should the oil companies consider it necessary to fine
ance all their downstream operations out of production protitn?l Vhy
should the vast bulk of the werld's refining capacity be located in
consumer areas, thus depriving the producers not only of muich-needed
additional oil revenues, but of important growth points for their in.
dustrial development? And why, in a broader comtext still, should
the underdeveloped countries pay more and more for manufactured goods
in return for less and lesa for their own commodities--penalised,
that is to say, "for the inability of the industrial countries to
control the inflationary forces at work in their own oconaliu?"z

It is probably from the lomg-term point of view that the
Widdle Past producers find the implications of price-cutting most
disturbing. At the time of the August 1960 cuta, Shaikh *Abd Allah
al-Tariki expressed the fear that the companies intended to reduce
prices in favor of the consuming countries by as much as fifty per
cent over the next ten years. It is widely believed that the com-
panies would step up production to the extent required to keep the
producera’ revenue at roughly their present level, with the unit value
of their oil mgiateiing a commensurate decline. No doubt the oil
companies would dismiss this "diabolic scheme™=-to cite an excited
Baghdad columist’ eeas an utterly unreasonable assumption not borne

L interview with "Abd al-*Asis al-Wattari, Supplement to the
Middle Bagt Boonomic Survey, 5 July 196€3.

241.8ayid gl-"4rabi, Kuwait economic momthly, March 1963,

3
Shaikh *Abd Allah al-Tariki, interview with Middle Esst
Econonic Survey, Beimt weekly, 19 h'nlt 1960.

‘a&:.r_izé. Baghdad daily, 19 August 1960,



out by their behavior to date., However, if this were their amly thought
on the matter, they would fail to take into account what is &8 much a
peychological as an economic phenomenon., It is natural that the pro-
ducing countries, in their dependence on economic forces outside their
control, should feel a much greater sense of insecurity than the cone
suming oomtriu.l The oil companies continue to ineist that the
fifty-fity profit-sharing principle is inherently fair and must not
be abolished; nevertheless, it is significant that certain companies
have expressed their sympathy with the producers' demand that they
should be assured some "basement price” for their oil regardless of
the volume of production or overall rcnnuo.’

All these questions naturally lead into one fundamental issue
which has come into prominence of lates what constitutes a reasonable
profit for the oil companies and, once this has been determined, how
much of their profit should they relinquish to the host governmente?

The latters® oil revemues have risen spectacularly over the
yvears, not only as a result of rising output but through the revisien
of rayalty arrangements in their favor, Nevertheless, these countries
have never ceased to press for still better terms., The latest step
has been to commission independent experts to produce studies to de-
ternine as accurately as possible the rate of return earned on capital

L1n an address to the John Hopkiss School for Advanced Inter-
national Studies, Washingtom D.Cs, Dr. Franciscc Parra, Economic Ade
viser to PEC, warned of the risks involved in disregarding this sense
of insecurity.: (See Middle East Economic Survey, 7 November 1962)

'mmpmmmmm-mor
OPEC's Board of Governors in Geneva on 14.15 arch 1963,
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investments in the Widdle Bast oil industry. A recent report, prepared
for OPEC, showed that the oil companies had a rate of retumrn of not

less than 60 per cent on their Middle East mntim.l Lowever, the
companies openly admit this, but insist at the same time that on their
integrated operations as a whole they earn mno more than what is general-
ly regarded as a normal rate of return.?

(ne Western obeerver has warned the producers against aoguire
ing the mentality of people who expect mamna to fall from hunn’ and
it is certainly a point of great interest to ponder when, il ever, the
demande will cease. The answer to this guestion probably does not lie
in any specific profit-sharing equation or in any improved versiom of
the Mt arrangenent.

It peems that straightforward increases in govermment oil re-
venues , however impressive these might be, are not enough. Even though
the producing countries have conspicuously succeeded in enhancing their
benefits from oil, in the eyes of the popular press they still contimme
to "plunder” and make "fabuleus profits™ in the way they always did,
BEven supposing the "iddle East producers did now succeed in signifie
cantly improving their share of profits, there is nothing to guarantee
that they would regard this improvement as permanent and bindinge. The
implication is that only a radical departure from the present system
is likely to satisfy the producers for long.

lynis report, which dealt with the ecomomics of the Widdle
East oil industry over the period from 1956 to 1960, was prepared by
Arthur D, Little Inec. of New York,

?See The Financisl Timey,london daily, 5 January 1963.

*Dr. Panl Frankel, 0fl-The Pacts of Life, Weidenfeld and
Wicolsen, 1962.



P cipati A New

The satisfaction of one of the oil-producers’ demands--for
government participation in the ownership and management of the con-
cessionary oil company--would comstitute a new departure, a break-
through in government-gompany relations, guite as significant as the
advent of the fifty-fifty profit-sharing formula in 1950, Participa-
tion would result in straight financial gain, but, so far as the pro-
ducers are concermed, this would be incidental to a much more import-
ant benefit. For the value of participation is that if offers a mo-
dified version of nationalization, So far as it goes, it provides
a comprehensive solution, The problem of profit-sharing is not the
only one that falls within its compass. To appreciate what it would
mean, let us examine some of the views of one of its leading advocates.

It is the opinion of Shaikh 'Abd Allah al-Tariki that the Middle
East producers will mever receive fair treatment from the companies
until they themselves exercise greater control over the oil industry
in their midst. So far as Seudi Arabia is concerned, whet Tariki
used to advocate that Aramco become a fully independent company, in-
stead of an affiliste. It would engage in integrated operations both
inside and outside Saudi Arabia. The Saudi government would partici-

1

pate in all stages of these integrated operatioms.” Of the concession

'See interview with Shalkh *Abd Alleh al-Tariki in gloihram al-
Igtisadi, Cairo ecomomic fortanightly, 15 February 1961.
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agreement with the Japanese Arabian 0Oil Company, which incorporated
some of Tariki'e participation ideas, Tariki said that this made "the
government into & real participant in the company and not a mere tax-
collecting agency. It is thus able to participate in the making of
decisions, to keep informed of all the company's activities and teo
share in the profits from all phases of its operations both at home
and sbroad,”’

"To participate in the making of decisions,” of course, would
antomatically include consultation on matters such a® production and
prices, Sharing in integrated profits would give the producing coun-
tries the assurance that they are not being deprived of what is right-
fully theirs by the companies' device of shifting profits downstrean.
As for "keeping informed of all the company's affairs,” this is not
quite the anodyne statement it sounds. And the proof of it is the
proceedings of the Second Arad Petroleum Congress.

At this Comgress, Tariki produced a highly provocative paper
in which he calculated that the oil companies operating in the Middle
East, with the aid of "phantom freight,” had deprived the producing
countries of something like $5.5 billion in oil revenues over a period
of seven gnd a hnlf:ur-.z The precise figure is not in itself es-
pecially interesting. What is interesting is that Tariki, them the
Arad world's leading oil official, should make such startling

Shatkn *AB Allah sl-Tariki, letter to gl-Bilad, Seudi daily,
7 March 1961,

ZShatkh ' 4bi Alleh al-Tariki,
m;mmammmm

from 17 to 22 October 1960,



caleulations and then brandish them, as it were, under the noses of

the companies. It has been said that Tariki's whole purpose was not
so mch to make scourate estimates of the companies’ illegitimate

gains as to stir these companies into refuting his allegations and,

in doing so, to make public their accounts--which is something they
had never done before.. So defiantly did Tariki throw down the gaunt-
let into the debating arema that the company officials had little
choice but to pick it up. Tariki's replies to the barrage of ques-
tions put to him by these officials were an emphatic demonstration
that the resl weight of Arab grievances cannot be measured in purely
monetary terms. Their real weight lies in such statements as this,
which am argument about £ho details of company earnings elicited

from the frustrated Tariki: ™How can we prove or disprove these
things? We are using what information we have and you are hiding yours.
You don’t want us to find out for ocurselves that we are mistaken. When
we of ficially asked you to come and discuss posted prices with us you
refused, Our figuring is based on the information we have--the pos ted
prices, the tanker rates and the value in the consuming centers.

Where did the money go? Maybe 1t—thtﬁm. Ask yourselves
about tht."z

Lone Pinancisl Times, london daily, 23 October 1960.

Zpstate on Shaikh *Abd Allsh al-Tariki's paper at the Secand

Arad Petroleun Congress. (See supplement to Middle East Ecomomic
Survey, & Fovember 1960)



CHAPTER III

THE MCRAL AND LEGAL ASPECT

The Cene Set

The Middle Eastern critic of the oil companies tends, natural-
ly enough, to express himself{ primarily in economic and political
terme, In doing so, his views are to some extent conditiomed by a
well-established frame of reference., Falling outside such a frame
of reference, unclassified, often inarticulate, is an underlying
sense of grievance against the oil companies which expresses itself
in the more immediate, spontaneous and unpretentious language of
everyday human relations. Preocisely because it has not been fitted
into a fixed pattern of ideas, criticism of the companies' human,
or moral, qualities is all the more valuable as a barometer of pub-
lic opinion. As will be seen, it is these moral issues which form the
basis for the proposals concerning the state's right to alter conces-
gion agreements in the higher interests of its people. Again, it is
appropriate to approach this moral question from the general stand-
point of the great divide between the rich and poor of this world.

Ho government in the Middle Esst ever tires of assuring its
people, who are for the most part desperately poor and backward,
that it is striving with all its might to improve their lot. In
the same vein, to minister to the erying needs of the people is pro-
claimed as the "noble’' aim behind all the demands for greater bene-
fits from the oil industry.



Almost every public statement on this subject refers to the
enormity of the task facing the Arab governmenis. That this is to
a large extent only the necesesary cant of rulers does not affect the
main issue., The people of the Widdle East expect, or at least are
told to expect, a more genmsrons attitude on the part of those who can
afford it--the oll companies and the West in general.

An appeal to the conscience is not all however. At a press
conference in londem in 1961, former Iragi 0il Minister Muhammad Sal-
man, after stressing the great capital expenditure required to raise
the living standards of his people, went on as follows: ™I should
like to emphasise that this is not a purely national concern, but a
matter of fundamental interest to the world at large and to the cause
of international peace, sinoe it is now agreed by all world leaders,
and partioularly by the statesmen of the West, such as ¥r., Kemnedy
and Yr, Yacmillan and otheras, that there can be no more general pro-
gress or peace in the world if certain countries are left in an under-
developed state.” The Shah of Iran makes a more eloguente-and cal-
culated--appeal. Speaking to a Western oil correspondent, he asks:
"Why do you ignore your {riends? If Iran is not strong and stable,
what good will all the other WMiddle East oil be to the West, In
twenty years from mow, we expect our population to have doubled to
40,000,000 people. If we can push our economic development to the
point where we can reach a living standard comparable to that of
Burope today, juet imsgine what a nation of 40,000,000. progpercus

Ltuhanmad Salaan, opening address to-Secand—Ared Petroleum
Congressa, held in Beirut from 17 to 22 October 1960,
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happy Iranians can mean., Iran would then be a bastion of freedom
and sound policy in this part of the world.™'

Meanwhile, like the rich and powerful Western world of which
they are an outgrowth, the oil companies are expected to look beyond
the borders of their own self-interest to the great expanses of suf-
fering and hardship which, quite literally, lie just outside them.
Perhape the most striking attempt to bring home the reality of this
situation was made by Ceneral Kassem prior to ome of the sessions in
the long-drawn out Iraqi-IPC negotiations, He toock the IPC delegates
on a tour of the poorer quarters of Baghdad--a stunt, perhaps, ut to
the point.

Moral Attributes of Companies

The Arabs judge their recent history in terms of their gra-
dual emancipation from imperialism. It follows that they regard any
improvement in the human attitudes of the oil companies, whose ar-
rival on the scene coincided with that of Western imperialism, as
a stage in the process of sloughing off their imperialist mentality.
Whatever objectionable characteristice the companies are felt to
possess now, in the imperialist heyday these were certainly much worse.
But even in their wilder form, they are still objectionable. Stripped
of all refinements they fall under four general heads: They are,
guile, capitalist selfishness, patermalism and, worst of all, con-
pervation,

Ihtmin wvith Petroleum Week, 9 December 1960.
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Although the oil companies may not possess the same power as
their inperialist parent states, there is no reason why they should
not possess their guile and ingemuity. Quite apart from the political
intrigues which they allegedly carry om in their host countries, they
alse, so some people believe, resort to other subterfuges which are
just plain dishonest. Concealing oil dimeria.l using false mea-
suring instruments,’ falsifying socounts,” smggling out oil from the
producing aroa,‘-th- popular press frequently attributes these and
other such practices to the unscrupulous 0il monopolies. Just what
proportion of dishonesty there is thought to be in other company prac-
tices-~-such as price-cutting and productiom manipulation, ete..-is,
as we have peen, one of those variants which depend on the individual
or newspaper expressing the opiniom. There is no doubt, however,
that very few pecple are prepered to accept the companies' arguments
at their face value. They may not believe, with e former Iragi
government, that the companies glvays arm themselves with *feeble
end totally unscceptable arguments full of distortions and tenden-
t4ous claims,” but they certainly do believe that the mistrust which

their points of view encounter in the Middle East is very mich of

L5 al-iyyam, Danssous daily, 21-22 August 1959.

2500 al-Kifeh al-'Arabi, 12 September 1958.

5See gl-Kifsh al-'Arsbi, Beirut daily, 12 September 1958,
%See gl-Tasr, Dansscus daily, 9 February 1960.

5 Explanatory memorandum to the Iraqi-IPC negotiations, 17
Ogtober 1961.



their own making, in that they are inelined to follow a tm?. tricky
poliey, with too keen an eye for their own advantage, rather than that
of their host country. Free enterprise, as we have seen, does not enjoy
the same respect in the countries of the Wddle Bast as it does in ite
true home, the United States, and that aggressive, acquisitive spirit
which goes with it is naturally suspect in the service of other interests
than their own.

It is this kind of spirit which Dr. Omar Halig, an Arad oil
consultant, had in mind when he made an eloquent appeal for "politi-
cal statesmanship™ on the part of the international oil companies
rather than just “merchantile articulation". The oil industry, he
submits, is guilty of purposeful indifference to the realities of
the world in which it operates:

The marginal existence of millions in the 'ddle

East anidst the background of an obsession for in-

dustrialization, and of the fantastic affluence of

a few irresponsible patricians, with their waste

and indulgence, explain the insecurity of oil sup-
plies and prices—-not the wachinations of the

h-mlofthtlﬂom«mua wJ4 joes mot occur to the companies
tomtiuupmﬂfthoirpnﬂu—mnmmtmtm
potttimhintmuomnahtojuﬁhthopﬂu cuts--and they over-
1mm1mmmwmmoofmmummnts
they vill forfeit as & result of these outs."

e, *Onar Halig, letter to The Economist, Lendon weekly,
1s ‘.Pm 1961. !

Zyphammad Salman, opening address to the Second Arab Petroleum
Congress, held in Beirut from 17 to 22 October 1960.
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On the other hand, a desire to make the oil companies show more
understanding of the Arab world's problems should not be seen as oon
flicting with what is almost an article of faith among underdeveloped
neutralist countries--namely, that their relations with the developed
countries should be on a strictly commercial basis, The last thing
the Middle Bast countries want is a return to a paternmalist, meddling
attitude which they associate with imperialism, But they do not want
the companies to go to the opposite extreme and to adopt a too literal
and unimaginative conception of their role based on the philosophy
that a deal htdo.l.l They must not withdraw into a protective
shell of narrow, cold professionalism.

In recent year the companies have come in for a good deal of
oriticism on this particular score. Naturally the Middle Egst produc-
ing countries find such an attitude especially irksome at a time when
they are making a serious bid to secure a more active role in the run-
ning of the oil industry itself, Shaikh 'Abd Allah al- ‘s sal-
lies at the Second Arad Petroleum Congress are an indictment of ome
of the typical manifestations of this attitude,.

This is their unwillingness to publicise their accounts. Quite
apart from the purely economic considerations involved, this secretive-
ness is gquite as irritating to the Middle Egst producers for its human
implications. The companies® failure to respond wholeheartedly to
Tariki's appeal has been specifically held up as one of the direct

13ee, for example, address to the John Hopkins School for
Advanced International Studies, Washington, by Francisco Parra,
MM) Hviurtof!':‘ (see Middle Esst Economic Survey, 7 November
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canses of the general hostility towards the companies in the Middle
ol
Bast, a hostility which they themselves recognise as one their great-

est diffioulties.)

This *policy of silence', as it has been called,
amounts to more than canniness with regard to certain trade secrets,
It is but one aspect, possidly the most striking ome, of a behavioral
pattern which, taken all in all, is wounding to the self-respeat of
the producing countries,

Again, a key insight is to be found in Tariki's spirited per-
formance, He rails sarcastically at the company officials' habit of
talking Mt "this complicated oil business™., This is a pointed re-
ference to the whole tenor of the oil companies® attitude towards
tluii host countries. With memorable explicitness, he goes on to
make it perfectly clear how this attitude is resented: "They treat
us like children,” was a remark, said one Western correspondent, that
exploded like a firework in fromt of this sophisticated sudience. The
same correspondent went on to say that Shaikh *Abd Allsh al-Tariki was
no extremist for all his fervent natiomalism. Ag such, we might add,
he probably would not subseribe to the thesis, as real extremists do,
that the oil companies have always assumed a manner of calculated dis-
dain, that the “oil cartels, following the example of the imperialist
powers, have striven to infuse the Arabe with a sense of uroucuv..."
Insofar as the companies' aloofmess is a reaction to a hostile eaviron-
nente.an argument with they themselves are inclined to use--it is

141-ayid glodvedi, Kuwait monthly, June 1962.
¥ichael Adans, the Guardian, Yanchester daily, 20 Ootober 1960.

%4411 Jamal in Bina' sl-Watani, Cairo monthly, 6 October 1961



ironiec that their excessive withdrawal could, if anything, have
sharpened the resentment against them, Paternalisme.which is the
old accusation--is at least partially redeemed by implications of
benevolence, but sheer hauteure-which is all that remains after this
withdrawal--has no such saving graces.

It is worth noting, however, that Shaikh 'Abd Allah al-Tariki,
who was so critical of the companies at the Second Arab Petroleum Con-
gress, gave them credit at the third (on the arders of his government,
perhaps) for having made a conscious effart to be more cutgoing and
communicative:

Thanks to the Arab 0il Congresses, the companies

now have a better understanding of the needs of the

areas in which they operate and have adapted them-

selves to Arab aspirations., In other words, thanks

to these periodic contacts, the companies no longer

wait for a dispute to arise before they seek a solu-

tion. They prefer to prevent the undesirable from 1

happening, which is itself an enormous step forward.

Finally, there is the oil companies' conservatism. Conserva-
tism is not necessarily a demerit per se, but to the Middle Eqsterner,
as a dominant trait of company behavior, it most certainly is. For to
him it simply sppears as a dogged and unreasonable attachment to a
position of unfair advantage--an advantage most flagrantly embodied
in the original concession agreements. A company's showing on this
particular score is very significant in that it provides a yardstick
as to the degree of its emancipation from all those other ingredients,

just mentioned, which make up the imperialist memtality. That is to

lohaikh *Abd Allah al-Tariki, 27 October 1961,
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say, & compary which insiste on reteining some outwoded feature of
Lts concession agreement is obviously correspondingly outmoded in
ite whole outlook om life.

The problem is to determine what is ocutmoded. This problem
is fundamental; for it lies at the heart of that frietiom which, to a
great or lesser extent, is always present in govermment-company rela-
tione, There is no permanent solutiom to this problem, for one thing
because govermment.company relations are a complex of different issues,
each of which involwves a different set of criteria; for snother thinge-
and this is mch the more important in the present context--because the
notion of what ie ocutmoded and what is not is always changing. In this
situation, the only etatic element is a certain way of thinking adopt-
ed by the produeing countries in their comcern to expedite and justify
change, a way of thinking which comes closest to articulate rationali-
gsation in the controversiel arguments of Mr. Frank Hendryx.

In his book Oil and State in the Middle East, Oeorge Lemcsowski
defines the three arguments with which Widdle East countries sometimes
challenge the validity of concession agreements: that these conces-
sions were granted (a) by governwents subjeoct to foreign domination;
(t) by immature governments; (¢) by governments which did net repre-
sent the will of the people. ¥Wr., lLencsowski points out that the law
firmly upholds the binding force of such contracts on the last two
counts, and fairly firaly on the firet, because the law, being pri-
marily an instrument for the maintenance of the status quo, cannot
provide a solution to a situation which is essentially political in



1 But present.day Aradb governments, insofar as they consider

nature,
thenselves nationally emancipated, mature and truly representative

of their people, are to that extent determined to abolish what is un-
just in their country's relationship with a partioular oil company.
This they can do in one of two ways: either by overriding the law as
represented by the conmcession agreement or by persuading their ocon-
cessionaire to accept a change in its contractual agreement,

In practice, the host government always chooses the second
course of sction, only turning to the first as a last resort. Imn
e¢ither case, however, it always argues the case for change in moral
terns (though, in any case, as we shall see, Mr, Hendryx contends
that the txue spirit of law that reflects higher moral necessity) as
2 means of persuasion and, if that fails, as a vindication of uni-
lateral action already taken,

A closer scerutiny of the oil companies®' reputation in the
1light of these general considerations will begin from the assumption
that, basieally, the producing countries prefer to effect change
through negotiation,

If negotiations are to be really successful, it is essential
that the companies should approach them in a spirit of good will,
This is a truisa which the producing countries never tire of repeating;
and quite poseibly the frequency with which they do so is rises in
proportion to their distrust of the companies. Among other things,

’“"M-WM(M
University Press, Ithaca, New )y Page 99,




good will should manifest itself as an appreciation of those changes
which, in their various waye, have made it necessary for the host
country to seek a revision of their relatioms with its concessionaire.
Thus the companies are forever being enjoined to “keep up with the
spirit of the times™, no to "go against the march of history™, to
think of the long-term rather than the short-term advantage, and so on,
Sometimes, the oil companies apparently do suceceed in keeping
pace with the times. Relations between Arameo and Sandi Arabia, for
example, have always been relatively satisfactory. One reason for
this, of course, ie that the Saudi government itself is a very conser-
vative one and even when the zealous Tariki held office, it was never
likely to yun too great a risk of disturbing the majestic flow of gold
into the royal treasury. Another resson-.according to the present
Sendi Oil Minister-.was that since its arrival in Sandi Arabia, res-
ponding to the good will of the government, Aramco had "shown an un-
derstanding of the political, economie and social developments that
have taken place in Saudi Arabia from year to year...The fact that
the company realised the inmevitability of this basic change was a
principal reason for its contimued existence and prosperity up to
the present day. The development of the country and the company's
understanding attitude toward it go hand in hand. It was these fao-
tors in comon which ensured that the oil industry in Saudi Aradbia
expanded the way it hl.o"l

1 hman Zaki Yamani, Seudi Oi1 Minister, in the Sandi Ofl
Winistry Bulletin, July 1962.
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Vi, Yamani comes close to disavowing this rather flattering
estimate when, observing how necessary it is for the companies to be
adeptable, he says that "even Aramce realizes this and occasionally
cooperates.”’ It would be wrong to sttach too mich significsnce to
such ineonsistencies. For however firmly a host govermment may he-
lieve in the justice of its point of view, 80 long as it 1is interested
in persuasion rather than unilateral action, it is bound to tewper its
stermess toward the company with the Trecognition that it too has a
legitimate point of view, Thus, in the course of bargaining and nego-
tiation, a government may appear to take sn ambivalent stand, some-
times harsh and sometimes comeiliatory, However, these taoctical
maneuvers should not obscure the fact that there is a ocurrent of
thought in the Middle Bast which holds that normal, amicabhle deal
ings with the companies serve no useful purpose. How can they, it
is asked, if the companies ave eongenially incapable of showing good
will and a proper appreciation of the host countries’s rights? Ne-
gotiations never succeed.’ Or--to cite a milder version of the same
view..if the companiea do learn to adapt themselves to changed eir-
cumstances, they usually do it the hard way; their most salutary les-
son to date, says one oritic, was the nationalisation of the Anglo-
Iranian Ofl Company in 195/ .

1 ghmad 7aki Yamani, interviw with the Middle Best Ecomomic

Survey, 22 June 1962.

#30 said, for exanple,Setareh Teheran, Teheran daily, 21
Ootober 1962,

*Sentr Samma, in al-Biled, Sundi daily, 26 August 1960.
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Naturally, excessive rigidity on the part of the companies is
liable to give an additional impetus to this current of thought--per-
haps sufficient impetus to provoke a Middle East government, exasperat-
ed by arduous and unpromieing negotiations, to dispense with peaceiful
persuasion in favor of unmilateral action. It was im this manner that
the IPC-Iragi megotiatioms broke dowm in November 1961. At the time
the Iraqi press proclaimed that ome of the fundamental reasons for
the breakdown was the stand.pat inflexibility of the companies. The
Baghdad daily, al-Bayan,’ for example, commented that IPC suffered
from a "status quo complex™ with regard to the terms of the conces-
sims agreement, Owing to its comservative mentality, it was unable
to grasp the fact that Iraq's oil resources belonged to Irag alone.
Accustomed to the old regime it was unsble to adapt to the new reali-
ties, and it would never sttain a satisfactory relationship with the
government until it discarded this conservative outloak.'

Middle East oil polities, in fact, give the impression of
permanently vacillating between two opposing tendencies, with the
oil companies” behavior the critical factor that could at any time
cause one or other of them to gain the upper hand. For even such
conplimentary statements as Yr, Yamani's are rarely unaccompanied
by their warning notes ™y earnest hope is that the spirit of eoo-
peration that prevailed during past negotistions will contimue, there-
by ensuring the contimed existence and prosperity of the companye..”

115 Ootover 1961.
2 hmed Zaki Yamani, gp.0it.



Morality to le

Wr. mnmlmommuo entry into the arena
of Middle Bast oil debate on behalf of the oil producing countries
in order to challenge the companies' carefully publicismed views about
the sanctity of oil concession agreements. Although the producing
gountries have proved wary of making too liberal use of Mr, Hendryx's
thesis, the fact remains that this represents the most complete and
articulate attempt to give hard legal shape to what otherwise would
have remained a vague moral sentiment--strongly felt, perhaps, but
ineffectual because immature and undefined.

In the process of laying down a general primciple, Mr. Hendryx's
thesis also provides an answer to the companies' conservatism, and,
for this reason, it is of special interest to this study. He defines
the companiea' posture as follows:

"4l1 established institutions find it difficult to accept
change; the oil companies in the Middle East are called upon to ac-
cept change of exceptional rapidity.” The result is that "often the
oil enterprises have seemed unable to forsake their original impres-
sions of the nations involved to any substantial degree.” But despite,
ar perhape because, of this change, the "companies have managed to
preserve their relationship with their host mnations in an atmosphere

%.mw.nmm.umlwmm
to the Libyan Oil Minister, He first came imto prominence in ‘dddle
East oil affairs as legal adviser to the Saundi Ministry of Petroleum
and Mineral Resources.



of legal morality which had no legal basie either in ereation or in
continued existence.” "“The original concession agreements were sur-
rounded with an assumed aura of untouchability and permeated with a
self-oreated sanctity.” There have been changes of course, but "all
the while the companies have been able to sustain the illusion that
no matter of what nature or quality these ohanges were neither in-
evitable nor matters of right, but contrarily were isclated phenomena
that at all times were to be negotiated by and between the parties.”
The idea that oil concessions are "something inherently sacred in
origin and operation, separate and dietinet in law from other oom-
mercial agreements and to be govermed by special and separate legal
rules”-~this idea, which was deliberately fostered by the oil com-
panies, is a legal "fable and fancy.” The real reason for this dis-
tortion is simply "because of the large amounts of money invested by
producing enterprises, and because this was being done necessarily
outside the home land of the producing country involved."

Upon these formidable legal fortifications of company conser-
vatisn, Hendryx traine the artillery of a higher morality:

There mast be no more mistaking "economic expediency for law
or for morality.,” In its true spirit the law postulates the necessity
for change and, in particular, "there is no longer Justificatiom in
the modern world for strict adherence to the idea of contract samctity,”
which in many instances "means merely the sanctity of an unequally
acquired advantage.” As "economic, political and social conditiomns
change and mature, as they do contimuously, the relationship between



government and company mst be flexible enough in operations to as-
comnodate the changed climate in which it must exist.” It follows,
therefore, that the sovereign mation, aocting in the ever-evolving
interests of its people, should have the right to exercise its legis-
lative authority to emsure an equitadle relationship with ite con-
cessionaire, An equitable relatiomship means that "in any future
balancing of the financial interests of producing compenies with the
financial, economic and social interests of the host producing natioms,
the scales muet no longer indicate that the former outweigh the latter.”
The companies, of course, may in the process of change lose some of
their old advantages. This is recognized; but “the lesser interest
must, as always, give way to the greater, and the courts of the United
States, England and France are unanimous in agreeing which are legally
the greater and which the lesser interests...It is alsc impresaive
that such an evaluation of interests in the fermulation of legal prin-
eiples has required no tortuous or fimespun reasoning, The basic
necessity for sovereign unimpeded freedom to act, within reasonable
limits, mst be accepted as obvious and unchallengeable,”

A Way out of the Impasse

There remains the problem which can never be solved to every-
body's satisfaction: what, at any given moment, constitutes a fair
relationship between the producing country and ite concessionaire.
The Hendryx thesis may be unimpeachable, but, as he himself admits,
it is open to abuse,
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It has been pointed out with regard to the second subject
in the OPEC memorandum--the right of the host countries to a larger
royalty--that the producers are thinking in terms of principles rae
ther than practical economios, By contrast, we might add, the com-
panies do not appear to be very interested in the principles involved
in the royalty payment; quasi-philosophical theoriszing about the in-
trinsioc value of non-remewable resources is of little importance to
then compared with the hard cash realities which result from the ap-
plication of sush principles. The producing countries are, of course,
very mich conoerned with hard cash teco. Indeed, OPEC's could be in-
terpreted as just another gambit tc secure more cash., But this would
not make it any the lul'wtmtle of a whole outlook, Its germinal
idea belongs to the realm of natiomal sentiment, as much as any other.
First and foremost, it is the right of the host country which mst be
respected; if this involves a higher income from oil, and it certainly
does, then it only goes to show that hithertoo these rights had not
been properly respected.

The concern with natiomal rights and espirations reaches its
most elvanced form in the demand for partiecipation. Just as the real
weight of the pricing controversy lies not in the restaration of prices
to a specific level, but in the producers’ right to determine that
level, g0, here, it is not a question of extracting a maximum fee from
the companies, but a question of the landlord, hitherto content with
oollecting the rental, seeking to participate in the management of his
own property.



It has already been noted that participation, as a modified
form of mtioml:latim.l provides the host country with a means of
exercising some control over the oil companies' policy, thereby keep-
ing in check their selfish and disingenucus economic practices. But
it slso affords a similar partial satisfaction of an aspiratiom which
nationalisation, considered as a supreme act of sovereignty, satisfies
in full, In the words of Wr, Hendryx: "The major Arab oil producing
nations,...desire participation in the ownership of the concessionaires.
Their purpose im this is not primarily one of additional profit but
rather mme of further confirmatiom of their interests in the opera-
tionz of the companies involved., BEven a small percentage proprietor
will be respected where a lesser may be disregarded. Magjor Arab pro-
dueing nations feel that they should no longer entrust their natioms'
sole impertant economic asset to others to exploit and adwinister,
when, a8, end if they so desire and in major respects without notice
to or comsultation with the matioms thmol.vn."2

In the present context, participation is simply a matter of
national self.respect. It would go = long way towards meking equal
perinership and mutual trust the reality whioch, according to the
opivions reviewed in this chapter, they are very far from being at

present,

donapter 11, page 5

“Prank Heniryx, in the Now York Herald Tribuns, Monthly
Bgonculc Review, June 1961,



CHAPTER IV
THE BRIGHTER SIDE

Undoubtedly, long before he had completed the first three
chapters, the reader had begun to ask himself whether this was not
a one-sided review of Widdle East opinion on ¢il, whether nobody
had a good word for the oil companies to offset this massive, mono-
tonous eritieism, The fact is, however, that praise of the oil com-
panies..praise in the pure, spontanecus sense--is very rare indeed.
In fact, whenever a company gets a favorable mention it is usually
safe to conclude that there is an ulterior motive behind it.

This indirect praise ocours in its most typical form when a
eritic points to the commendable aspects of one oll company simply
in order to show up the shortcomings of another ocne, Indeed, this
technique plays an important part in bringing about a gradual ime
provement in the benefits derived by the host countries from their
concessionaires, For it is now generally acoepted that whenever any
company in the area grants new and better terms to its host country
other companies should follow suit vis-g-vis their own host govern-
mtl.l This indirect praise is for the most part concerned with re-
latively minor issues, and in particular the mltitude of possible

lhemmlwuuhlhw-mmwm- o
soription. A letter agreement between IPC and the Iraqi Government, ., /. .,/
for example, stipulates that should the govermnments of Seudi Arabia, LR
Iran or Kuwait receive a higher revenue per ton than the Iragi Gov. s
ernment then the two parties should “consider and discuss™ the matter., 1. .9

\w“

Tap!
77 8 T



services and {ringe benefits with which the companies are expected

to provide their employees., In ome important and fundamental ins=
tance, however, this indirect praise has been upgraded into praise

for its own sake. The so-called 75:25 agreements introduced by Italy's
ENI have oftemn been cited as the best terms yet to have been won by a
Middle Mgt country from a foreign oil company. Though the novelty of
ENI's new approach to the producing countries has to some extent, worm
of f, the company's standing in the YMiddle Bast is still very high.
fpart from its own original items, the Ayeb press often reproduces
reports put out by the Italian news agency Mondar (controlled by ENI
itself) to the general effect that ENI has always dome its best to
satisfy the growing aspirations of the producing countries--in contrast
with the established majors, whieh are atill jealously guarding their
outdated fifty-fifty formls, REII, in fact, is the best illustratiom
of the general rule that the newer a company is, and the least as-
sociated with the big seven, the less likely it is to incur the hos-
tility of its host countxy,

As a rule, too, companiee glso tend to benefit from indirect
praise upon the comglusion of a new agreement with a Middle East
government., BEvery goverrment has to glorify its omm achievements,
When government officials and the local press, controlled or othere
wise, praise a newly.sigred agreement, at least some of the eredit
for this automatically redounds to eompary in question. In May 1962

oss l3ee, for emample, gl-Dineshg, Damascus daily, 15 September



there was general satisfaction in Lebanon at the agreement concluded
between the Government and IPC for the expansion of the company's re-
finery at Tripoli. Moet of the lebamese press, despite the wide-rang-
ing diversity of its political views, went to considerable lengths to
describe the advantages of the mew agreement, The IPC Refimery Workers
and Employees Union addressed messages of thanks to Prime Minister Hashid
farest and IPC's Chief Representative in Lebanon.! The economic eom-
munity noted with satisfaction IPC"s constant willingness to asrive at
an understanding with lebanone-in marked contrast, it observed, with
Tapline's continued failure to reach sny ucrumaut.z And, in & final
benediction, Premier Karemi said of the company that it regarded its
employees as its "dear lon-."

In Lebanon too, it is possible to detect an occasional and
unusual note of gemine understanding, even partisan support, for the
oil companies. It was notewortly, for example, that in the strained
atmosphere which preceded the signing of this same Tripoli refimery
agreenent, one or two Tripoli newspapers spproached the whole problem
in a mich more comstruetive spirit than their Beiruti colleagues. The
explanation for this is presumably that the Tripoli commnity, whom
the papers represented, have an immediate day-to-day contact with the

1500 al-Insha, Tripoll daily, 24 May 1962,
2 )\ Jaridgh, Beirut daily, 20 May 1962.

3 \l.Tnsha, Pripeli deily, 19 June 1962. Some 6 nonths later,
no doubt %o W, Karami's considerable embarassment, the press and un-
ions were up in arms against IPC's dismissal of some 250 employees
and a member of Parliament went so far as to call IFC's actima
"butohery and a calamity.” (Suleiman Frangieh, Deputy for Zgharta,
on 19 December 1962.)



Niddle Esst oil industry which is denied to most of their compatriots,
who think of it as an abstxiction and a symbol. Accordingly, the
Tripoli conmunity is less xeceptive to hostile preconceptioms than

it otherwise would be., But such an unconventional popular conception
of the oil companies is a frail growth at the best of times, and stands
little chance against the mussive consensus of disapproval voiced by
Arab society as a whole, Indeed, im Tripoli it appeared to have been
crushed in embryo; six momths later everything was forgotten in the
furore csused by the IPC dimissals. Still, the Tripoli press can be
excused for failing to resist the curremt, or rather the tidal wave
of abuse, which broke om IPC on this occasion.

It is also worth nentioming that the lLebanese press, and not
just for sectarian motives, sometimes comes to the rescue of the oil
companies in an effort to correct some of the misrepresentations to
which they are often exposed.®

Another point to the companies’ advantage is the fact that
they are almost never cxiticised for technical inefficiency. But
there is little comsolation in this; for it goes without saying that
if they are efficient, them they are efficient first and foremost in
their own interests.

Finally, it should %e pointed out that in certain countries
of the Middle Easst--such as Kuwait and Saudi Areabia--press oriticism
of the oompanies is on the vhole less violent in tome than in those

'5ee 1o Comerce dn levant, Beirut weekly, 12 Jamary 1963.
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countries with a more frankly mationaliet outlook. It is also worth
noting that a large section of the lebanese press--in particular the
pro-Vestern spectrum ranging from moderate nationalists to Christian
extremists..neither praise nor disparage the companies. However, the
companies should not attach any sigmificance to this, which is merely
the characteristic indifference of a minority group (and so far as oil
is goncermed an unimpartant one) toward any outside issues which do
not have any farreaching implications for their own situatiom.
Militating against all these favorable tendencies is ome in.
tangible but undoubtedly very important factor, It is gemerally re-
cognized that Muslims, however much they may be divided among them-
selves, have an abnormally strong sense of solidarity towards the
outsider., This tradition certainly appears to be very much alive in
the political attitudes of the Arad world today. In an Arad world
for the most part prey to a strident matiomalism, the pressures to
conforn are very great., In the field of oil, this means that any
Arad who takes a too favorable stand towards the companies is liable
to earn the 11l-will of most of his compatriots. The best example
of this is provided by the late Emile Bustani, whose friendliness to
the oil companies and to the West in gemeral, was frequently demounced
in the Arad press. One of the explieit purposes of the Areb Petroleum
Congresses is to provide a forum for free public debate on oil issues.
The Egyptian press apparently did not understand the meaning of free
public debate when, after the Sgoomd Ared Petroleum Congress, it ori-
tioized those Arebs whe had expressed views that did not contribute to
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the solid front of Arad opposition to the companies.
Ared Petroleum Congress certain Egyptian labor delegates were rather
brusque and ungracious in their interrogation of three Saudi Arabians
vho presented a paper on behalf of Aramoo.-the implication being, of

course, that these Arabs were disloyal to the Arad cause.

Conclusions

The reader may not believe that Aradb feelings sbout the oil
industry are as intense as first part of thie theeies, & veritable
encyclopedia of critioisme, at first sight suggests., And indeed,
there are a number of very pertinemt arguments which he can adduce
in support of this opinion.

One arguments is that in no country does big dbusiness, of
vhatever kind, readily enjoy the whole hearted acceptance, let alome
the unsolicited praise of the commmity at large. That big business
is an obvious target for public animosity is abundantly clear from a
etudy of the history of labor relations. The United States.-this
arguoment might g0 Ohe-is not only the country where capitalism has
prospered most but where it is most deeply rooted in social treditiom,
Nevertheless, even there, and in this age of relatively enlightened
and lmmane capitalism, the big industrial and commercial companies
are acutely eonscious of the need to publicise their image as public.
spirited members of the commmity.

13ee, for example, Mesir al-Din al-Nashashibi, in
c.uoum.n'samxm.  in gl-huminrizeh,
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Another argument--and this has slready been touched upon
earlier--ig that in the mature of things, organs of public opiniom
are slwaye inclined to take s stronger lime than the body of opiniom
tbycldltom.l Moreover, this is especially true of the
Miadle Bast, where public opinicn is largely an artificial creation
hmichmmhuaﬁdodomtunyuﬁidmmm
much leas, utwnto.%tm do in the more educated societies
of the West.

ntmy.mmm.uoamummtmm
opinion, however hostile it seems to be, is irrelevant if govermmentse—~
vho are ultimately respomsible for dealing with the companies--do not
sct upon it,

There are, a8 alwaye, oounterarguments. The first argument
mhcmhshdmthnllm-lbmﬂnimmtnmhﬂm
thﬁn*Mtdﬁ“ﬂde.htithmwm
mtdmmtmwdwt.mwmtd.midm
vhich has always pinned itas faith on free enterprise and individual
tnitistive. In the Middle East, by contrast, the oil companies are
not rooted in the social system, and there is no class, not even the
ﬂwm-wwammmuuu.tum
terests coincide very closely with those of the oil companies.

is for the secomd argument, the gap between the actual
Mnttnltmmﬂﬁ-“ditnmimﬂw

lage Chapter I, page ¢



hmt.bntthormm&nmquim-nudlh
mmmmwmmmm-dmm
in the West.
m.m&mmmm'nwtomnom
uatnhumthmotmuwwmit-hﬂuhuh
Mﬂlm.ttlmMEMﬂuummtmu
the Wddle Emst.
nwmwmumnwommmntomn-
chanics of public opiniom, and will therefore be dealt vith the next
gection of thie thesis, they do entail certain reservations on the
main theme of this section, But even if they do, the fact still re-
mains that the oil companies operate in eonditions of far greater
uwnﬂvﬁ:mtquoint}mirho-omtﬁumdthu-twd
public opinion,--public opinion in the purely static nn:‘ of a Bys=
tnofim—hluhmthocmmh-uiﬂmon-wth;rdm
MOmm.mmMIntmﬂdWM.dmm.
It is contended here, therefore, that the only way the oil
companies can alter this system of jdens is to atrike at the root
cause of their umpopularity. They mst, in other words, idemtify
themselves as closely as possibly with the countries in which they
opmtngwmthrldpth-m-t divide., This process of identi.
ficationeas has already been suggested --would fimd its logical
comclusion in the nmatiomalisation of the companies. But es far as

'1\\\
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the companies are concerned and no doubt some producing countries
too, this is unthinkable, The next best thing to nationalisation
is some degree of participation by the host country in the capital
and management of the concessicnary company. In participation, the
grievances of the Widdle East producers should find some relief on
the political, economic and *moral’ level-by softening the °imper-
ialist' image of the compeanies, by providing a fair degree of come
mercial control and, perhaps moet impartant of all, by gratifying

the national sensibilities of the host country,



PART II
TWO CASE STUDIES

In Part I we analysed the various themes which make up Arab
opinion on oil. Part II consists of two case studies designed to
illustrate the behavior of public opinion in specific situations.
The two subjects chosen, the Iragi-IPC negotiations conducted dur-
ing General Kassem's regime and the creatiom and subsequent develop-
ment of OPEC, are complementary to each other in that they typify
two opposing tendemcies. On the ome hand, Ceneral Kassem used the
0il negotiations as a means of making political capital for himself
and his regime, and found it necessary to appeal to a lower level
of opinion. (n the other hand, (FEC has constantly sought to remove
oil matters from the realm of erdinary politics, and in doing so
appealed to a higher level of opinim.



CHAPTER V
THE IRAQ-IPC NEGOTIATICNS

As soon as it came to power, on 14 July 1958, the revolu-
tionary government of General Abd al-Karim Kassem resumed the nego-
tiations with the Iraq Petroleum Company and its associates (hence-
forward referred to as IPC) which its royalist predecessor had begun.
These negotiations finally broke down, more than three arducus years
later, in October 1961, Their final dencuement came two months after
that, when the Iraqi Covernment issued legislation depriving IFC of
99,5 per cent of its concession area.

The following analysis of the Iragi-IPC negotiations does
not go into a discussion of the particular issues involved, nor does
it pretend to be a chromological acocount. Its main purpose is provide
a commentary on the role of publie opinion, in the broadest sense of
the word, as it evolved during the course of the negotiatioms.

The political background ageainst which these negotiations
took place is well-known. General Kassem's regime came to a bloody
end on 8 February 1963 at the hands of the Ba'th Socialist Party.
During the four and a half years that it hed survived, it had been
a failure from almost every angle, Nationalist in outlook, it soon
estranged itself from the rest of the Arab world and in particular
from that focal point of Arab unity--the Egypt of President Nasser.
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Proolaiming itself a champion of socisml progress, it only succeeded
in aggravating agrarian wnemployment and labor relations, lowering
productivity and diseriminating among workers for political ends.
Despite frequent promises of a new constitution and demccratic eleoe
tions, General Kassem became more and more autoeratic in his vain
struggle to hold on to power. A country already dlvidod by socisl
and religious differences was further remt by internecine strife,
degenerating on two occasions into wholesale slaughter, between 80=
called natiomalists and commmists. In June 1961, Kassem threatened
to occupy Kuwait, but at great cost to his own prestige failed to do
s0, And shortly after thet, to add to all his other problems, he
lsunghed 2 costly but fruitless military campaign against the Kurds
of Worth Iraq.

Particular aspects of the general political situation will
be touched upon in the course of this study. But there is one im-
portant point which must be made at the outset. It is that the
Kassem regime, from the moment it came to power, was in a state of
cmstant degeneration, with the result that as time went on it had
to consider more and more drastic measures to recover its fortunes.
This situation had an important general effect on the oil negotiations.
It is of course iwpossible to ssy exactly how important, dut it is
gertainly safe to say that it gontributed in no small measure to what
i3 the most obvious single feature of the negotiations--their increas-
ingly political character.



If we chart this trend we shall find that the negotiations
fall into two distinct stages. At the risk of being arditrary we
can make use of certain conveniemt landmarks to designate these
stages: (1) the first ome, that of secret or semi-secret negotiatim,
lasted from the beginning of the revolutiomary regime till 13 Decen-
ber 1939, when Kassem made his first, very cautious, revelation about
the progress wmade on one particular issue; (2) a transitional period
covered the intervening 10 months £ill 30 September 1960, when the
publication of the minutes of one of the weetings between the two
sldes ushers in (3) the final stage, that of public negotiatiom,
which contimued till the end of the road wes reached in Ootober 1961.

The First 8

One wesk Yefore the revolution of 14 July, negotiations had
begun between IPC and the royalist government concerning various de-
mands which had been put forward by Iraq. The Iragis were interested
in ashieving the following main odjectives: (1) a more favorable
profit-sharing formuls, to match the sowcalled 75.25 profit split
pioneered in a recent coneession agreement between Iran and the
Ttalian state-owmed oil corporation ENI; (2) the relinquishment by
the eompany of part of its coneession area; (3) an inorease in Iraqi
o1l production, (4) a fingl settlement of disputes over deductible
costs; (5) detter employment opportunities for Iragis in the oil in-
dustry. After a week's negotiation between IPC and the royalist



governmment sgreement was eaid to have been reached in prineiple om
most of the issues involved, including the increase in Iraq's share
of profits,] More than three years later, with the final breskdown
of IPC's negotiations with the sueceeding regime, temtative agreement
had been reached on some of these issues, BPut since the Iragl Governe
ment eventually came to regard them all as "links in a chain™, oon-
clusive agreement had not been reached on any of them, nor on any of
the others--the most important bdeing Traq's request for a 20 per cent
participation in the ownership of IPC--which were raised in the mean-
time,

In retrospect, the most interesting aspect of the negotiations
between the royalist government and IPC was their unobtrusiveness.
Goverrment snd press mde little attempt to exeite pudblic interest in
the negotiatioms or to instruct the public in the points at iesue.
They acted alike in treating the megotiations, and the events which
led up to them, as a routine business whose importance lay primerily
in the matter in hand rather than in its political potential. The
press, for its part, simply reported the facts, insofar as they were
known, with a winimm of coment, It goes without saying that the
press was subservient to the exeoutive, with the result that the lat-
ter alwaye appeared to be the pacemaker, though scarcely a dynamic
one, in any tussle with the oll company. The royalist regime, in

"hmahmﬂntﬂnmtw-ﬂhmm
ooald expect share of profits omly when it
had been definitely proved that the so-called 75.25 profit split was
an improvement on the present arrangement,
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fact, with its indifference to public opinion in general, had very
little to win or lose in the way of popular support, however suc-
ceseful it might have been in securing better terms from IFC.

It should be noted, however, that oan the face of it the
governnent was subject to pressures on oil matters, In parliament
deputies occasionally expressed their dissatisfaction with the gove
ernment's oil policies. But to the extent that this parliament was
a mere democratic facade {(opinions differ as to how mich it was)
parliamentary protest had not the effect on the government's behave
iour which, in an authentic democracy, it is supposed to have. On
occasion, deputies went so far as to urge the nationalization of the
oil companies. It is perhaps unfair to conclude that these demands
were mere lip-service to Arab nationalist sentiment. All that can
be said with certainty, however, is that nationalisatiom of the oil
industry would have been so completely out of character with the
methods and outlook of the royalist regime that these demands could
not be taken wery seriously.’ There was no denger of their foreing
the government into an uncomfortable extremism.

It is a remarkable fact that during the first, secret, stage
of the negotiastions between IPC and the revolutionary government,
4wt the latter actually gave the impression of taking quite as
moderate a stand as its predecessor. The negotiations were a nae
tural continmuation of those which had begun under the old regime.

11t seeme likely, however, that a motion tabled by 34
deputies in February 1958 demanding the nationalisation of France's
23,75 per cent share in IPC might have proved embarassing to the
government, But the matter was never discussed; parlianent was dis-
solved before it could be,



They took place in much the same atmosphere. Indeed, if anything,
there appeared to be even less public pressure on the government
than in pre-revolutionary times. However sham parliament may have
been, at least it had provided a semblance of democratic processes.
Under Kassem the press was quite as docile as under the old regime.
In this first stage of megotiatioms, apparently, Ceneral Kassem re-
garded oil negotiatioms as an exception to the revelutionary rule.

The fundamental paradox of this situation is best exemplified
in the question of natiomalisatiom,.

The revolution, which took almost everybody by surprise, caused
deep concern in Western oil circles. Any change of regime would na-
turally have produced apprehemsions, but a change so violent, bring-
ing in a regime dedicated to making up for the pro.Westerniem of its
predecessor and to transforming the existing social order, naturally
gave rise to very real fears that the oil companies would soon be
nationalised. It is striking evidence of the oil companies' sense
of security during the old regime that they showed no alarm at the
various natiomalization hints and threats, but that they were immed.
iately alarmed at the advent of a regime which bent over backwards
to deny its intention of natiomalising the oil industry, and pro-
olaimed its adherence to agreements withe the oil companies.’

1on 18 July, Gemeral Kassem stated categorically that the
me “upholds all its obligations to all parties concermed.”
later the Managing Directer of IPC in Kirkuk made a state-
thanking Kassem for his assuramces and expressing the company's
will toward the Iraqi people, Onme could almost hear the oom-
8 sigh of relief.

£7
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At the same time, however, there was a strong body of opin-
jon in the West which believed that, though there was perhaps no ime
mediate cause for apprehension, the long-term prospects were not very
good, The Iraqi reassurances, it was felt, were gimply a means of
gaining time, King Hussein, whose strong feelings were unders tand -
able, assured the British television public that the new government®s
restraint was simply Commnist tactios designed to disguise the ulti-
mate objective, which was to bring the flow of oil from the Middle
East to a complete standstill,’ In the months that followed the
Iraqi Government found it mecessary repeatedly to deny that it had
any intemtion of altering the terms of its concession agreement other
than through peaceful negotiation, Yet despite this the least inci-
dent was likely to give rise to rumors that nationalization was im-
minent.

There were of course good gemeral grounds for Western doubts
about Irag's intentions. Everything about the regime made it logical
that the industry should be nationalised. Internally, the Government
had committed itself-.whether sincerely or not is irrelevant-.-to a
utopian socialism whose disciples were predisposed to see in a rich,
ymﬂlmlitmmhmm.hubmh&omw.th
Great Capitalist Beast par excellence. The socio-economic philosophy
of the regime looked more and more threatening to the oil companies
as Commnists and Communist sympathisers found their way into posi-
tions of power. One of these was Dr. Ibrshim Kubbah, the Minister

L ing Hussein, interview with British Independent Television,
25 July 1958.



of Boonomy, who was the moving epirit behind his country's growing
egonomic relstiome with the Soviet blee. In March 1959, he conclud-
ed a 140 million trade and aid agreement with Bussia. It was this
particular development which was regarded es the most ominous of all
and led to predictions of a Russian stranglehold on Iraqi oil.}
Another related reason to expect a tough line from the Iragi
Government was Ceneral Kassem's great loss of prestige in Iraq and
the Arad world as a whole, By setting himeelf up as a rival of
President Nasser and by conniving with the Communists, General Ksssem
soon lost the support of thoee nationalists who loocked to Nasser and
the UAR for the leadership of the Aradb cause, He was finally dammed
in Arab nationalist eyes in March 1959, when he allowed the Communists

to take bloody toll of a natiomalist uprising in Wosul.?

11t has been said that during his visit to Fussia to negotiate
this agreement, Kubbgh agreed, in prineciple, under Soviet pressure, to
the nationalisation of Iraqi oil, which was to have been marketed in
Russia. GCerersl Kassem is said to have rejected this offer (see gl-
Jaridgh, Beirut daily, 9 April 1959).

27¢ was this incident which gave rise to the first natioms-
lization scare. Suddenly, for no specific reason, a meeting between
General Kassem and the IPC Chief Representative, Yr. R.G. Seawright,
was the subject of much speculatiom in the Western and Widdle East
press. nm'baim%mcmurmmm.m
Brown wrote that it was that the meeting marked the
first move towsrd the nationalisation of the oil industry with the ul.
timate objective of integrating Iraq's development plane into a master
plan devised by the Soviet Union. What gave rise to these fears was
the argument that Kassem was likely to try to retrieve his rather des-
perate situation by foocussing public attention on some spectacular
measures against the ofil companies; this argument certainly plau-
sible, but to give it weight these observers read more into
than was justified. Douglas Brown wrote: "In the and in the
oceedings of the People's Court the e¢il companies linked with
ser, 7ionism and Western imperialism gemerally as originators of
plot...Not unmaturslly it was the Mosul Petroleum Company which
the brunt of the attack.,” In actual fact, however, very little
Hh;g-btotnhuhthdlminhthhlm(
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Yet despite his Communist associations, the Aradb nationalist
press, led by Cairo, managed to brand Kaseem as an ally of Britain.
According to Mubammad Hassanain Haikal, editor of gle-Ahram and oon-
fidante of President Naseer, the British had at this time accepted
the idea that Kassenm should make a fake nationalisation of the oil
industry eo as to gain populnrity.l The British plan was to help
Kassen go that he could turn againet the Communists after having sub-
dued Aradb nationalism, Haikal's interpretation is a fanciful attempt
to rob Kassem in advance of the prestige which he would have won if
he had gone on to natiomalise IPC.

Kassen himself can have had no doubts about the short-term
success that nationalization would have brought. It is significant
in this comnection that in Novesber the Government received a flood
of letters congratulating it om a step which it had not taken--the
nationalization of the Fhanaqin i1 Company, The Government had in
fact terminated the company's (a BP subsidiary) conoession in agree-
ment with the company itself. The mistake arose as a result of the
way in which the Winister of National Economy made the announsement.
But the popular approval which it evoked cannot have been lost on
the Iraql leaders.

With all these factors militating in favor of nationalisationm,
people were naturally inclined to view the assurances of the Iraqi
leaders with a certain amount of scepticism, Ceneral Kassenm himself

l,gl:n-umw.nm.mnmu.c



once maintained that the idea of matiomalisation had originated from
the foreign press and mot from himself.! Strictly speaking, he was
correot.

It might seem paradoxical, at first sight, that Western feare
of nationalization should actually have begun to die down at a time
when Kassem's attitude towards the companies became more sggressive.
But such is the case, On the one hand, no doudt, Kassem's reassurances
had, over time, taken effect; on the other hand, as will be explained
later, though the Covermment becam wore aggressive, it also became
more explieit. It is easy to pee in retrospect that rumors of mation-
alization were a parasite which thrived on the enigma of Kaseen's
intentions.

e very important respesct in which the new govermment imi-
tated its predecessor was by continuing the negotiations with a mini.
mum of publieity, so that the publiec only had a very general idea of
what was being discussed., The govermment®s statements were vague,
non-controversial and inconssisteat. Apart from the agreement for
an incresse in production (see page /] ) all that was known was that
agresment had been reached om a mumber of minor points® which the
government could not have presented as a great achisvement on the
part of the Iraqi negotiators, even if it had wished to do so.

As regards fundamentsl issues, the public was completely in

1gee statement by Lord Momckton in London on 25 April-Reu-
ters report, 24 April 1959,

?9nese were: (1) relinquishment of concession rights in Iraqi
territorial waters; (2) more favorable terms for Irag's taking its
royalties in kind; (3) granting Iraq the right to export surplus pro-
duots; and (4) the termimation of the Yhanaquin 01l Company's con-
cession.
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the dark, The first very general indications as to the govermment's
intentions came immediately after the revolution. They were, it ap-
peared, exactly the same as its predecessor's. In particular, the
new Covernment was anxious to benefit from the agreement contained
in an exchange of letters between the two parties in September 1951,
vhersby, in the event of a neighboring country receiving a higher
revenue per ton, Irag would be emtitled to elaim a similar 'bonoﬁ.t.l
Yot mot until 14 October 1960, when, as we shall see, GCeneral Xassem
took the unprecedented step of publishing the mimtes of his neeting
with company officials was it definitely known that this matter was
indeed under discussion; and even then it was not known when it had
first been raised.

Tn the meantime, official statements had merely confused the
issue, Tbrahim Kubbah, for exawmple, vho was the most commumniecative
of the Iraqi officials and amomg the most extrems, never stated cate-
gorically that Iraq sought a revision of the profit.sharing arrangement,
Fe would not even adopt this ldne for the benefit of offieial party
newspapers in the Commmist bloe, where, it was said, he was spiritual.
ly at home.? On at least ome oooasion, Dr. Kubbsh gave a list of the
main points under discussion, mnd the revision of profit.sharing was

Y1441 Best Economic Survey, Beirut weekly, 5 September 1959.

‘!wmh.k. Kabbah had an interview with the Polish Com-

MWQJ.WI”G. With what mst
seemed a most tion, Dr. Eubbah said that the

Government was "examining the possibility™ of demanding a change
the fifty-fifty profit-sharing principle.

:Egg



not among them.l' As in the case of nationalisation, in fact, during
this first stage of the negotiations rumors concerning more extreme
Traql demands appear to have originated in the foreign prese or from
other foreign sources,’

The only major demand which was known to be under negotiatiom
all the time was that of relinguishment, Put almost nothing was known
of the giveeandetake of the argument om this matter es it must have
gone on, month in and month :lmz.s

In the first stage of the negotiations, the Iraqi Covernment
behaved like its predecessor in another respect. It indulged in e
winimmm of oriticism of IPC, And the pyess, of course, followed suit,

The first offieial Iragi comment after the revolution was
that the company representatives were showing the "fullest coopera~
tion.” Thereafter, though never again so favorable, the CGovernment
statements were certainly moderate in tone, containing very little
that would excite public epiniom.

lgee, for example, statement broadoast over Baghdad Radio om
October 6 1959, in which Dr. Kubbah described the four main jesues
under negotiation as follows: (1) production costs; (2) capital ex-
penditurs and amortisation; (3) increased government supervisiom over

company operatioms; and (4) relinquishment.

%w. the French Foreign Office said om 10 April 1959
that Iraq was seeking a higher royalty. This was the first statement
to this effect from any official source and, until the publication of
the transoripts, the last. The French press carried similar reports
at this time, but thereafter, except for one isolated memtion it said
no more an the subject,

’thlonmmMManm%

#satututmuwuum

per cent of its territory iimediately and a further 25 per cemt in
the future. HNothing precise was known about this n
until General Kassem quite unexpectedly, om 5 December 1959, came cut
with details of the Iragi point of view.
(page ) his first significant move in
tiation.

e
.
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To begin with, it is true, General Kassem had one very good
practical motive for adopting such a moderate line. IFC had agreed
to embark on a large-scale mimm" and it ie unlikely
that it would have done so if it had been subjected to violent abuse
and threats by its host goverrment.” As it was, many people no doubt
believed, s one observer put it, that the oil companies were behav-
ing like "Western simpletons,™ allowing themselves to be duped into
building new installations which would be taken over by the Iraqi
Government as soon as they were co-plotod.’

Within five months of the revolution, then, the most that DIr.
Kubbgh, the left-wing extremist, would permit hinself was a mild
complaint about "the slowness on the part of the companies inm under-
standing the new situation.’ Five months later, the negotistions

were still "proceeding in a cordial spirit.” Six months after that

gy gnificantly, the Government appesred to helieve that this
agreement was more bemeficial to Iraq than, according to the company's
interpretation, it actually was. Thus, whereas the government gave to
understand that IPC had agreed to expand productiom to 70 million toms
a year by 1962 (as stated by Dr. Kubbsh at a press conference in Bagh-
dad omn 27 April 1959) the company maintained that on completion of
these projects export capacity would indeed be double that of 1958 tut
that the actual increase in production would depend on market condi-
tione at the time (IPC statement, 28 April 1959), This important dis-
erepancy sowed the seeds of the dispute which later arose whem produc-
tion inerease did in fact fall far shert of govermment expectatioms.

21n the o dated 12 February 1962 on the Iraqi-IPC
negotiations written at *s request by "an experienced outside ob-
server” the opening paragraph states that the company undertock its
100 million expansion program acting upon assurances, "several times
publicly repeated”, that the oil imdustry would not be interfered with

and the right of the o0il ecompanies operating in Irag would be protected.
3Woodrow Wyatt, Reynolds News, London weekly, 12 April 1959,
“Interview with the Rinsncial Times, London daily, 6 November 1958,
®Interview with the Irmg Times, Baghdsd daily, 8 April 1959.
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Dr. Kubbah wes still at the stage of polite warnings: "If the come
panies want to maintain their cordial relatiomship with the Iraqi
Goverrment, it is essential that they recognise that political and
economic conditions both in the Middle Eqst and the world as a whole
have undergone a radical ohn.nco-'l

Dr. Kubbah never had the chance to get beyond this stage. In
February 1960 he was relieved of his post. There is little doubt,
however, that had he been given his own way, relatioans between IFC
and Iraq would have beoame embittersd much earlier than they aotually
did, In fact, Dr. Kubbeh was apparently deposed precisely because
he was so intransigent 3 Obviously, however, he was never able %o

turn his intransigence into a propaganda asset; for however he behaved

‘IBrmdmt over Baghdad Radio, 6 October 1959,

230th Kubbsh and *Abd al-Fattah al-Ibrshim, the leftist Diree-
tor of the Iraqi General Petroleum Commission, who was also dismissed
a little while later, were held responsible by the Iraqi Government
(which means General Kassem) for the delay in reaching a settlement
with IPC due to their "unreasonable and unrealistic”™ demands on the

company (see W. Beirut weekly, 1 April 1959).
Just how extreme Dr. bah was can umnfrouabook.iat dealing
with oil affairs under the old regime which was published while he
was in office. This booklet describes what it claims to have been

the unspeakable ecorruption of the Government (il Refineries Adminis-
tration and the rank inefficiency of the British-owned Khanagin Gil
Company., It is difficult to avoid the impression that IPC--though it
is not mentioned oncee-is in the dosk by implication if not in name,
But it is difficult to go so far as the Middle East correspondent of
the London Times (26 May 1959), who sayss: "The whole publication bears
the imprint of the Minister of Eoomomics, Dr. Kubbah, who although he
often speaks with two voices on eil affairs--placating the oil com-
panies while arocusing the chauvinist sentiments of the Iragi people--
has never made any secret of his intention to squeezse the Western com-
panies to the limit." It was, as we have just noted, the paradox of
Kubbah's situation that he was not allowed to give free expression to
his extremist ambitions.
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at the negotiating table, he had nojchance letting the public know
about it, This restraint was undoubtedly imposed from asbove -- by
a Ceneral Kassem still wedded to a policy of seorecy and caution and
who in any case wag apparently aware that by giving free rein to his
“farxist lieutenant he would himself have been drawn irrevocably inte
a Commnist net.

It is cne of the many contradictions of the Kassem regine that
during the ministry of Dr. Kubbah, an extremist, the govermment pur-
sued a moderste policy toward IPC, but that during the ministry of Dr.
Muhgmmad Salman, a moderate, a calculated extremism gained the upper
hand, Nothing illustrates more clearly what an antoerat General Kassem
was: the individual personality and convictions of ministers had little
or no effect on the course of events, which flowed almost exclusively
from the mind of Kassem himself,

What emerges from all this, so far as the political impert of
the negotiations is concerned, is a government at war with itself, Itas
natural bent was the flanboyant gesture, vigorous self-assertion, and
a strident nationalien, lapsing on o2casion into purest chauvinism.
These ingredients were not at all conspicuous in the first stage of
the negotiatiors. It was, as one British correspondent observed,

"odd that one of the elements that remained apparently unchanged should
have been relations between the government and the company.”  Tet,
even as early as October 1958, only three months after the revolution,
another correspondent was able to report, very shrewdly, that the ne-
gotiations had from the very beginning been conducted with an eye to

’m, London daily, 6 March 1959.
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the ultimate propaganda 'cx-imlph.1

It would be false to say that during this first etage there
was no anti-company invective, no warning rumbles of what was to come.
The Government looked as though it might stray from the deferential
norm on two oceasions. But what is remarkable is that it did net
actually do so. The first of these occasions has already been mene
tioned.? In the period following the Mosul revolt, it was feared im
the West that Kassem would resort to the characteristic technique of
unstable governmenis and use the IPC as a convenient scapegoat for
the troubles vhich were befalling the country. Some newspapers began
to take for granted a deterioration in government-company relations
which had not in fact come about, It was merely a likely development,
But as it was, "there had been no demand for nationalisatiom either
from the public or the Comunist press...little attempt was made to
implicate the oil companies in the Shawsf (Mosul) revolt.™ "Signie
ficantly, the discussions with IPC still appear to be proceeding
moderately and reports of imminent natiomalization are being dis-
gounted because such 2 step would wreck Iraq's only thriving na-
tional industry. The twin dangers of the moment are that the Commmne
ist grip on the country will begome complete or that if Iragi senti-
ment turns against the Government, and the regime looks like sollapsing,

» London daily, 17 Ootober 1958; according
to this correspondent, ernment considered that it had shown its
friendly intentions by avoiding any publie declaration or threats, by
protecting IPC installations in every way, and by contimuing the nego-
tiations where the old regime had left off,

2860 page i,

*The Pinancial Times, london daily, 9 April.
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Kassen will go to more desperate expedients.”’ Not only did this ori-
sis fail to rouse official and popular indignation against the companies,
but it preceded the only important agreement that the company ever rea-
ched with the government--for the | 100 million expansion program.

The second .ﬁﬁﬁnttm from the deferential norm occurred seven
months later in October 1959, during the period of internal unrest
just befaore the attempted assassination of Gemeral Kassem, when there
was a strangely isolated outbresk of polemic against the company. This
came from the Commmists,” whose star had by this time almost reached
its senith, Their main accusations were that the oompanies, together
with hostile newspaper were spreading rumours concerning the oritical
state of Iraq's finances with the object of weakening the position
of the Iraqgi Government in its negotiatioms with IPC, Egypt, the
bitter ememy and rival of the Kassem regime, was chiefly responsible
for theese rumours. The oil companies were merely a convenient scape-
goat, But the criticism was singularly short.lived, Presumably Ge-
neral Kassem put a stop to it,

The Govermment must at all times have been under a strong
temptation to whip up popular feelings against the oil companies,
to blame them for the country's misfortunes. On these two occasiona,
apparently, it came nearest to giving in to this temptation. But the
fact that it did not do so emphasises the fundamental contradiction
of a demagogio regime straining itself into attitudes of studious
correctness in one partioular field.

uia,

?Ittihad al-Sha'b, Baghded daily, 3 October 1959,
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The Transitional Period

The event which, for the comvenience of thie study, is taken
to denote the beginning of the transitiomal period between secret and
public negotiation is by no means spectacular. It is merely sympto-
matic of a new approach. On 3 December 1959, in the course of a six-
hour press conference, General Kassem made his firet revelation about
the course of the negotiations, He did not oriticize the companies;
on the contrary, he acknowledged'that they had kept their promise and
ltartndtoimowohction. He only touched on ome issue under
negotiation—-relinquishwent —bat the significant thing is that hy
bringing it into the open and explaining the government's stand om
it, he put a gap between the Govermment's actual schievement and the
achievenent it aspired to. The cost of failure would therefore be
greater, but so would the dividends of sucoess.

It may have been a development outside the negotiations proper
which finally prompted General Kassem to comvert the negotiatiome into
an all-out propaganda vehicle., This was the Bgsrsh 0il Company's de-
cision, in July 1960, to cease production from its Rumailgh field--a
naturzl commercial, consequence, the company claimed, of the increase
in cargo dues on eil shipments Lntroduced by the Basrah port suthorities.

Lie said that the Iraqi negotiators had wanaged to persusde the
companies to relinquish 90,000 sq. miles of their present concession
area, but that they wanted then to relinguish 60 per cent (more than
100,000 sq, miles) and to give the government a voice in seleoting the
areas to be handed over. In other words, the people were meant to infer,
the Iragi negotiators had alresly achieved impressive gains--gains which
were insufficient, nevertheless to a body of men mo resolute in the ser-
vice of their country.
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Though production was subsequently resumed at a reduced rate, General
Eassen promptly denounced this "excessive and arbitrary economic pres-
sure vhich the o0il companies are exerting in order to halt the rise in
the people's standards of living and the country's dﬂ'clap—t.'l
Kassem went on: "It is evident that the Chief Representative of the

oil companies operating in Iraq has from the time he took up hie

poet contimually been making difficulties in a deliberate attempt to
create a dispute between the Irmqi Republic and the companies, theredy
ebandoning the spirit of amicable cooperation between the two parties.”

It is very likely, of course, that General Kassem was in any
osee intending to resort to a tough lime with the companies, with the
full demagogic accompaniment. The fact is however, that IPC's actiom,
though understandable, was clumsy and ill.timed, and hardly consistent
with the / 100 million expansion program. Wit this action, the com-
panies entirely diseipated such good will as they had laid up for them-
selves againet the diffioult deye of negotiation ahead--or, at least,
they gave General Kessem the opportunity to say that they had.?

The decision to take a tough line against the oil companies
may have been maturing in Kassem's mind for a lomg time, but of course
government officials did not have to think twice about following his
lead; nor, too, did the press which delivered its first full.scale

assault against the "imperialist monopolies.” Most Baghdad newspapers

lgtatenent to the Iraqi News Agency, 21 July 1960.

21n the opinion of the Paris weekly, of 24
March, it was this increase in productiem : an atmos-
phere not unfaverable to IPC in ite negotiations with Iraq,.



emilated Ceneral Kassenm in acousing IPC of failing to fulfill ite
ocontractual obligations and attempting to undermine the country's
economic position for its own sinister purposes, At the same time,
however, the press obviously went further in the violence of its de-
mmmciations and the demands it made of the companies that Kassem had
expected or intended., Thme on the eve of a new round of negotiatioms
he found himself making & plea for restraint--expressed in the indirect
fashion of stressing the need for patiemce and the use of peaceful
methods of settling outstanding llmu.l The moat vehement abuse
came from the Commnist press, headed by Ittihad al.Sha'b, organ
of the unlicemsed (but authemtic) branch of the Communist party.
Argaing that the oil companies were now much wesker than in the paat
it urged that Iraq need have no fear of the "ghost of Mussadig."
Al-Thaurgh, a mewspaper which closely reflected the Prime Minister's
views, was quick to denounce "this implied demand for natiomalisation."
Al-Thaursh's reaction was a reflection of the quandary which Kassen
had put himself in. It was easy encugh to open the floodgates of ori-
ticisn, but, once they were open, it was not so easy to keep the flood
in cheok.

‘b's "implied demand for natiomalisation™ was
only the most striking of a mumber of indications that the press cam-
paign was intended to influence the govermment's behaviour as mch

as that of the company negotiators. Obviously, certain newspapers

"P.umuthhqum‘-mlmthowm
of a spesch delivered by Gemeral Kassem at the Army Reserve College
at al-Rashid Camp on 15 August 1960,
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doubted the Government's ability or willingness to bend the company
to its will and, so far as they dared, said so.' Some of the bolder
newspapers soon began to criticize the Covernment for failing to keep
public opinion informed of progress of the negotiations.’ Confromted
with this criticism Kassem's first reaction was to stress the need
for secrecy, on the strength of a not very comvineoing analogy.-"sec-
r.w‘;-mthcintmnt of the people. Seocrecy was the main faotor
in the success of our uvolntiou."

At the same time, the Iraqi press bdegan to match its sweeping
denunciations of the companies with detailed analyses of the issues
under megotiation (though it #till was not definitely known what these
were). For the Covermment, this had ite advantage and its disadvant-
age. Its advantage was that by fooussing people's attention on a mum-
ber of specifie, limited demands.-increased royalties, perticipation,
relinquishment, etoe-it finally seotched embarrassing speculation
about mationalization. In doing se it contributed another typically
paradoxical facet to the Iraqi.IPC megotistions as a whole: in the
earlier days, when moderation prevailed, rumors of impending mation-
alisation were frequent, but in the final stage, vhen extremism gain-
ed the upper hand, the dangers of natiomalization wers not takenm very
seriously. On the other hand, the close attention paid by the press

the Baghdad daily al-furriyah of 24 August, for example,
went 8o far as to call in question the qualifications of the Iraqi
negotiating team as well as the sincerity and reliability of the
British adviser retained by Iraq.

?Ittihad a1-Sha'd, Baghdad daily, 24 August 1960.
*Interview with al-Thaursh, Baghdad daily, 2 Septenber 1960.



to specific objectives was a lisbility to the Government in that
it had to make absolutely sure that it schieved them. Nationalisa-
tion would have been the consummation of nationalist ambitions; tut
this was disqualified; all the more deplorable, therefore, would be
the failure to achieve much-publicized objectives which already re-
presented a serious derogatian from these nationalist ambitioms,

- Public tiati

It was in this situation that Ceneral Kassem decided to pub-
lish the mimites of one of the nutincll between the two sides, there-
by inaugurating, for the purpces of this study, the last stage of the
negotistions--that of public negotiation, The meeting whose minutes
he decided to publish was well chosen in that it showed off to good
advantage the particular megotiating method--"pesceful but purpose-
rnl"z-to which he had pinned his colors. On every issue the company
negotiators were permitted to state their case, but the Iragi point
of view was also firaly put. There was not much evidence of give-and-
take, vhich was satisfactory from the propagands standpoint in that
this might have been interpreted as weakness on the Tragi side, But
perhaps the most significant feature of the published minutes was the
honor they did to General Xassem in pewson, During the whole sevene
hour meeting he acted as virtually the sole spokesman for the Iraqi

"m.nm. recording a meeting which took place on 31
August 1960, were first made public on 30 September 1960.

’umnmmmmmnmm
Bducational Conference, Baghdad, 15 Septewber 1960,
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gide. In his grasp of the complex issues involved, his resclutiom
and skill in debate and his confidence in the justice of Iraq's case,
he gave a good account of himself as the Beloved leader of the Irmqi
people,

Obviously, then, there was an element of calculation in the
choice and presentation of the mimtes, omce it had been decided to
publish them, It is interesting to speculate, however, how much cal-
oulation there was in this decision itself, Was it, in other wonrds,
the master stroke of a preconceived strategy, or was it a gemuine

reaction to public opinion?

]‘nuehmitm. its importance wmas not lost on some ob-
servers. Inannrticlcinthomw:hw&ly"l_-z.!*ntn!wmr.
for example, Shaikh Abd al-Asiz al-Mu'ssmar, Adviser to King Samd, com-
mented on the publication of the minutes as follows:

It has been the custom for the governments of the
Middle Bast oil producing countries to shroud the ne.
gotiations which they hold with the oil companies in
complete secrecy, for fear that publie opinion in
their countries may accuse them of giving way to the
companies and surrendering the country's rights., This
tradition has benefited the companies in countless
ways and been a cause of grave injustice to the oil
producing countries. The principle of secrecy is
embodied in the Iragi and Saudi agreements, and its
pernicious influence is apparent in the provisions
of both old and new agreements. This tradition con-
tinued up to the time when the Iragi Covernment, in
response to public demand, broadcast the mimutes of
the discussions with IPC which took place on Wed-
nesday 31 August 1960, The company officials receiv-
ed the news with something like sstonishment, and
many people consider that the publication of these
mimutes is a momentous event equalled in importance
only by the publication of the Sykes<Picot Agreement
of 1917--the agreement by whioh Britain, France and
Caarist Russia carved up the Middle Bast with their
oyes on the area’'s oil rescurces. The publicizing
of these minutes has paved the way for the establish.
ment of a most important principle which will have a
far-reaching effect on future settlements and agree-
ments. In future, it will be extremely difficult far
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It is quite possible (to disouse the first alternative) that
General Kassem, whose methods were never simple, plarmed this whole
sequence of events--viclent press campaign, inconeclusive round of ne-
gotiations and publication of minutes--with the sole objective of en-
hancing his own prestige. Advance information conld have been supplied
to one or more newspapers concerning the nature of Irag's demands. The
newspapers could have put these farward as yroposals of their own; and
then, in the ofﬂo:lal\ disclosures on the progress of the negotiations,
e Sapreesian voril G Siven et e’ iVt Ml ks 256 e
from public opinioms It is noteworthy im this connection that the
p&iwhr newspaper whose demands came closest to those actually put
forward by the Iraqi Covernment itself was not only the first news-
paper to put forward any demands at all but it was the enly ome to
do so before Ceneral Kassem, in the wake of the Basrsh port dues ine
cident, gave the signal for a viclent press campaign against the com-
panies., Mcre significantly still, however, it was also the first news-
paper to ask the government to publioime the negotiations--s request
which the Government, piously respomding to the wishes of the people,
duly acted upon, It is true, of course, that this perticular news-
paper, the Commnist daily gleIttihiad sleSha'b, was not normally the
Government's mouthpiece. But this may have been the crowning ingemuity.
For the use of the Covermment's normal mouthpiece, al-Thaursh, wight in
this case have seemed too obvious a device., Moreover, the Covermment

negotiations where the megotiating teams enjoy complete
mty,dnhomnmhmmm



had the additional advantage of appearing to meet the requirements
of the section of publie opinion which was traditionally the most
extrenme,

However, as we have already noted, there is plenty of evidence
==t00 mich, in fact, to allow the above to be passed off as more than
mere hypothesige-that Kassenm did feel the need to make concessions to
public opinion. The publication of the mimutes was just such a con-
ceseion, And even if we take the view that he was considering publish-
ing them all along, it still geems clear that he was hustled into this
mich less ceremoniously than he would have liked.

In fect, both theories are probably partially valid, Kassem
was one of the parties to a two.way process., He certainly did try to
manipmlate public opinion, alternately exciting and subduing 1t, but
unfortunately for him conld not keep full control over this wayward,
dangerous foree, which, ance set in motion, developed a powerful will
of its oom. The reat of the negotimtions have to be seen against this
baskground of Kassem's fundamental predicamente-to ride this force
which he had released, not to be thrown and not to tame it altogether,

Some three months after the publieation of these mirutes an
event eccurred which threw this dilemma into sharp relief., Thousands
of workers and students staged a mass demonstration againet FPrench
poliey in Algeria; they marched through the streets of Baghdad demand-
ing the nationalization of France's share in IPC. But in its report
on the demonstration, the Baghdad press end radio mde no mention
vhatever of the nationalization demand, This remarkable oversight



was no doubt occasioned by Kassen's desire not to be forced into an
extreme posture which would interfere with his negotiating strategy.

luprumhulou-

However, as observers pointed out at the time,
timed to mount, Kassem would not have been able to ignore it alto-
gether, Here is a case, therefore, where Kassem's efforts to make
public opinion a mere chorus of approval for his own actions blatantly
cane to grief., The chorus was beginning to howl for a hero of sterner
stuff,

In the circumstances, it was only natural that during the last
nine months of the negotiations anti-company abuse should have become
more virulent and Iraqi demands more dogmatic. Kaseem fell in with
the general trend. "Every day we make new demands on the companies,
because the pecple are entitled to their demands snd rights,” he said”
-=in a candid contribtution to the companies’ later contention that
his negotiating method consisted simply in raising the ante.

This process reached a climax--the last before the final break-
down of the negotiations--in April 1960. On this occasion the talks
foundered on & minor issue--dead rents --to which the Government sud-
denly attached an importance entirely inconsistent with its larger
anbitions and with the promises of impending "good mews"® with which

15ee, for example, AP dispatoh from Baghdad, 25 Decesber
1960; this and other such reports, were prominently featured in the

Cairo and pro-Cairo press.

zthMGWﬁMMMmdh—
ployees Union, 12 November 1960.

Both sides had agreed that the deadlook which had been
reached over dead rents should be submitted to arbitration, but the
Government demanded that the recovery of these rents should cease
until the arbitration decision had been handed down. IPC disagreed,

“See, for exanple, Middle Eest Boonowie Survey, 17 ¥areh 1961.
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Kassen had been regaling the public over the previous three months.

A few days before this particular found of negotiations began Kassem
had implicated the companies in the disturbances that had recently
teken place in Baghdad: "Bvery time we have tried to enter into nego-
tiations with the foreign companies,” he said, "imperialism has made
use of its stooges to commit irresponsible acts against our Republic.”
And if we take the view held by most foreign observers, that the sus-

1

pension of the talks was the outcome of the political situation, them
this attack can be regarded as a prelimimary maneuver designed to
give maximum effect to what was to come. Seen in this light, the
negotiations themselves were a mere formality, held for the conven-
ience of being broken off by Gemeral Kassem who took care to mark the
occasion with this impressive reproof: "I hope you know that since
the Revolution no one can detraet from our rights, even if we have
to stop the pumping of oil from wells by force. It is encugh that
you have swindled the people and the former Government for a lomg
time, "

At the same time, fitting the deed to the word, the Govern-
ment ordered IPC to discontimue all exploration and drilling opers-
tions outside the immediate viecinity of their wells until an equite
mwmmmmmmmu. It warned
IPC that if it persisted in disvegarding Iraq's legitimate demands,
the revolutionary government would be "compelled to handle the matter

Sk I‘Mtomiudwwm.w.zl“

‘nnu«mtnpmmmqmmnzwc
April and made public on 11 April 1960,



114

in a manner which will safeguard the rights of the Iraqi people,

who were liberated by the 14 July Revolution and whose rights will
not be forfeited agsin.,” It delivered this warmming in a statement
vwhose other main feature was a reiteration ad infinitum of the con-
trast between, on the one hand, the “shameful and arbitrary™ attitude
of the company, its deliberate and futile procrastination, its indif.
ference to Irsq's rights, and, on the other hand, the patience and
good will, endurance and good faith of the Iraqi negotiators.)

Taking its cue from this statement, the press simultaneously
reached the conclusion that, in view of the companies’ procrastination
and evasivenese, the Covernment was now entitled to emplay appropriate
means to rid Iraq of the injustices of the existing conocession. 8ig-
nificantly, al-Thaurgh, which reflected the views of Ceneral Kassem,
urged the Government to issue a decree excluding all undeveloped por-
tions of the companies' concession from the jurisdiction of the 1952
conoession n.groulmt.2

How great an impact Kassem's firm stand really made om public
opinion is difficult to say. BPut the correspondent of the Finanscial
Times described the climate of opiniom at this time as follows:

Some Iragis question Kassew's negotiating methods
and his abuse of the company as 'Imperialistic’ but

it would be foolhardy not to believe that the country

is solidly behind him in his general approach. The
government has been at pains to explain its position
in great detail in daily statements to the local
press, These have undoubtedly had some effect. Ira-
qis are united on oil as perhaps on no other issue.

241 Fhaurah, Baghded dsily, 17 April 1s6l.



Scber observers in Baghdad believe it in the
interest of both sides to seek a quick agreement,
Delays only give weight in the publio mind to
charges that the company is seeking to deprive the
people of their 'rights' and by weakening the Prime
Minister's position force him to seek an ever more

spectacular triumph. Opposition groups of all ten-
dencies have made it quite clear that were they in
power they would not demand less than Kassem is now
asking, It is a fallacy to believe that the company
would get better terms by waiting for a successor
government,

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, This background of publiec opinion
is at least as important as the specific issues une
der discussion as it !trictly limits the Government's
freedom of manceuvre.

This pemultimate breakdown of April 1961 had left the door
ajar for a further attempt to solve the deadlock, with the virtual
certainty, however, that any failure to do so would be final,® In
addition to the fact that it had already given warning of further uni-
hhnlutin’-annmm«hmdmmmlwwthm—
there were other reasons why the Government was now more than ever
committed to a policy of uncompromising firmmess. For ome thing, it
had in the course of April issued a series of explanatory statements
setting forth ite point of view on the issues discussed in the nego-
tions. These statements were well-documented and commendably free
from the temdentiousness which was tooc often a principal feature of
official proncuncements. But as & detailed and definitive declara-
tion of Iraqi policy, they made it impossible for the Goverrment to

e Finencial Times, Londom daily, 17 April 1961.

tions would end before the second half of August--a statement actual-
1y made before it was known when the negotiations would resume.




make any substantial concession to the companies which would not im-
mediately be deteoted by Kassem's opponents, It was a matural con-
sequence of this explicit commitment that the Government, which might
in the past have been prepared to sccept a 'package deal', now in-
sisted on securing its 'rights' om all the issues at stake. As one
paper put it: "Our oil demands are indivisible and we will mot acoept
compromises, Iraq's oil demands are dn integral part of the revolu-
ummmt'-ml

Although the companies had undoubtedly gone a long way toward
satisfying Iraq's demands on some issues--of which the most important
was relinquishment--it had definitely not given much ground on those
two issues which were no emerging as the most important--namely, 20
per cent Iragi participation in IPC and a revision of the fifty-fifty
profit-sharing formla.’

Finally, in the broad political sense, Ceneral Kassem was at
this time more than ever in need of a resounding propaganda viotory.
His failure to amnex Kuwait, after proclaiming it to be an integral
part of Iraq, had been one more blow to his battered prestige.. And
%o cap it all, he now had a Kurdish uprising on his hands. Fe had
duly acoused "the British and their American stooges™ of deliberately
fostering 1t’--the kind of acousstion which, however, vaguely expres-
sed, implieitly included the companies in its target area.

1‘. dddle East Economic Survey, 7 July 1961; on 18 July

" liMh. They (the
m)mmtm-.-mmwmmmth-
rights,"

%See gtatement by Muhamed Sslman, ¢ April 1961,

’Mmthn-itmmmmmtﬂutm'u
contemplating the natiomalization of the cil industry om 14 July, the
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The situation, in fact, had all the makings of a grand olimax,
and that the Covernment regarded it as one was made olear when, just
befare the negotiations resumed am 24 August,’ Baghdad Redio pronounee
ed what in effect was the Kassen's regime first unambiguous warning
that 1t might nationalize the oil industrys "The cancellation of the
companies® concessions will be the natural outcome of the eil talks
if the companies persist in their tyranny and disregard of Irag's
rights,” The comapny, for its part, had despatched to Baghcad a top-
level negotiating team who included some of the most capable and ex-
perienced negotiators in the oil industry, The team was led by .
Harold Fisher, a director of Standerd QL1 (New Jersey), and included
¥r. Frederick Stephens, a managing director of Royal-Duteh Shell,
IPC's decision to send such a high-powered team was a concession to
the Iragi Government, whose charge that the eompany deliberately
sought to prolong the talks was founded largely on the fact that the
previous team, headed by Yr. Ceoffrey Herridge (who was a subordinate
member of the new team), constantly had to refer back to IPC headquar-
ters in London for further instruetione.

At this lsst confrontation the Iragis oould reasonsbly have
been spared a contimuation of this comstant commting between London
and Baghdad, But they were not. On 30 fagust, after six daye’

anniversary of the revolution, inm an effort to distract at-
tention from his reverses over Kuwait, The Government had approached
the Italian state-owned oil corporation, ENI, with a view to hiring
mummmmmwwm.

“Statenent on 25 Mngust 1961,
1n order to ensure the resumption of negotiations, the com-

panies had agreed, among other things, to suspend the recovery of
dead rents until an arbitration decision was handed down.



negotiations, the delegation returned to Lomdon for further consule
tation on Iraq's two main demands—-for a 20 per cenmt participation

in IPc'ucapitalmdahrmlhmofmﬂu—rhhh«.nﬁuu-
level delegation had not been empowered to take a decision om. It was
virtually a foregone conclusioa that the IPC pavent companies would
reject the demands and when Wr. Fisher publicly said as mich the Baghe
dad press, which had been relatively restrained in anticipation of
the final outcome, could not resist a preliminary bout of polenmics,
At the same time, Kassem announced that the Government would, if
necessary, resort to unilateral action Wuk that it already had “le=
gidaﬂmudytohmmdat..uhhhtmmﬂdmm
companies persist in refusing to grant us our rmtn."]'

OGn 28 September, after a month's respite during which Kassem
had stepped up his anti-imperislist tirades, the talke resumed for
the last time. The company negotiators had previously submitted a
memorandum to the Iraqi Covermment explaining the impessibility of
IPC's accepting a 20 per cent Iragi participation in its capital or
a revision of the profit split in Iraq's favor., The most that IPC
had %o offer was to embark on a new venture in which the Government
would be invited to participate. Far this purpose IPC would have
been prepared to give up exclusive rights to part of its concession
area still retained after the first stage of its relinguishment pro-
gram (IPC had agreed to relinguish 90 per cent of its coneession area,
the bulk of it immediately and the rest over a period of 7 years).

IStatement to gl-Thaurah, Baghdad daily, 2 Septesber 1961,
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The Prime Minister rejected this and made his own final offer, whooe
main terns were: (1) the three operating companies should each reline
quish forthwith 90 per cent of their respective concession areas; (1)
in the areas retained ocuteide the producing fields, they should enter
into new arrangements which included a participation for the Governe
ment; and (3) they should grant new terms to the Government more favors
able than the present fifty-fifty arrangements., These demands were in
turn rejected by the eompany negotiators. The deadlock was complete,
bringing three years negotiation to an serimonious conclusion.

It is interesting to note that at the last moment General
Kassem dropped Iraq's participation demand. lvem so, this does not
necessarily mean that he had seriously intended to reach a negotiated
settlenent; for he must have been perfectly aware that though the gap
between what Iraq demanded and what IPC was prepaved to dﬁﬁ:ﬁw 1
quite unbridgeable. The inescapable conclusione-which most Westera
obaervers proceeded to draw'—-was that Kassen did not in faot have
any intention of achieving such a setilement., His sole object was to
extract the maximum political capital out of the talks coneistent with
the maintenance of Iraqi oil production at its current level,

Predictably, the Iragi press greeted the news of the breaske
down with unanimous expressions of support for any legislative measures
which the govermnment might be compelled to take and with blistering at-
tacks on the companies. It is a reflection of Kassem's interest in

"See, for exawle, Me Boonouist and the Pinsnoial Tines of
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the prestige aspect of the negotiatioms, rather than the issues they
turned on, that the press scarcely took any trouble to analyze these,
but dwelt almost exclusively on the human attitudes of the negotiators
end the companies they represented. They contrasted the patience of
the Iraqi negotiators with the delaying tactics and maneuvers of their
opposite rumbers, They denounced the companies® insufferadle arrog-
ance, their reactiomary outlook, and accused them of instigating plots
against the Arab state (British landings in Kuwait, Kurdish uprising
in Iraq and the secessionist coup d'etat in Syria). The PTO=ZOVern-
ment al-Mustsgbal outdid its colleagues when it spoke of the "limit-
less forbearance and patience™ shown hy the Iraqi team towards a de-
legation “which in effect was represemting a colleotion of thieves,
momopolists and plunderers of the peoples.”

The minutes of the final meeting between the two sides were
later made public. Mp:uamdutuuhtho.ﬂm;
rather than snalyse what they revealed concerning the subject matter
of the negotiations they hailed them as further evidence of the com-
panies’ malevolence and duplicity.

The real climax of this whole affair did not come with the
breakdown of the negotiations, but with the legislation which the
bqicmmtmmmhhrhmrtoobtunwm-
lateral sotion what it had failed to obtain by persuagion., On 15
W.Mmmm-updnth'h“mm
ocussions®™ which the forthooming legislatiom would have, the Govermment

!l -Wistagbal, Baghdad datly, 13 October 1961.



issued law No, 80, depriving the companies of 99,5 per cent of their
concession area and ordering them to make available free of charge
all geological and geophysical information on the expropriated areas,

From the propaganda point of view, the law wae ideal., It was
simple clear-cut, symbolic; the ordinary man in the street could not
fail to be impressed by what he could immediately understand; the
Government had asserted its sovereiguty with a vengeance, taken over
almost the whole of the companies' concession area, almost the whole
territory of Iraql It had givem the companies as hard and humiliste
ing & knock as possible without prejudiecing the flow of oil--not at
least for the time being.

The Government was anxious that the law should make an impact
throughout the Arad world as a whole, not just in Iraq, where the
plaudits of a eaptive press could be laid on to order. That it ocould
have made a oonsiderable impact is scarcely in doubt, Obviously, the
Arab governments thought it could; for the Arad press outside Irag,
axcept for & desultory comment or two in lebanon and Saudi Arabia,
deliberately paid 1t a minimum of attention; Irag®s political rivals,
of whom Egypt was the most important, maturally could not concede the
merits of any achievements but their own. The agttitude of the rest
of the Arab world was strongly resented by Iragi officials, who sug-
gested that the Arad countries should at least lay aside their dif-
ferences in confronting a cormon adversary, BPut Iraq vas as isolated
in the Arad world as Kassem, behind all the fulsome protestations of



support vhich were his dictator's due, was isolated in Iraq. Kassen's
complete isclation at home and abroad was, as his eventual downfall
was soon to show, was something against which the most desperate re-
medies oould not prevail, Intrepid foe of the imperialistio and momo-
polistic oil companies he certainly was, but for all that he could not
begin to wipe out the debit of failure amd unpopularity which he had
acoumulated in almost every other field. His regimes was bankrupt,
catastrophe was in the offing, and in the eyes of the world his treat-
ment of the companies was but a desperate bid to ward it off., But

if his regime had been basically solvent, his treatment of the oil
companies would have doubled his credit in the eyes of the world,



CHAPTER VI
THE ORCANIZATION OF PETROLEUM EXPCRTING COUNTRIES

The Organization of Petroleum Exporting Countries (OPEC) is
now the most important agent of change in the relationship between
the oil companies and the producing countries of the Middle East,

In the opinion of some observers, OPEC's role may evolve still fur.
ther in the context of an overall producer-consumer relationship.
The oreation of OPEC may seem to have been almost inevitable in the
circumstances; it remains true, however, that OPEC could not have
reached its present dominant position in Aradb oil politics if it had
not worked out a clear oonception of its methods and of the kind of
impact it would seek to make on Ayadb public opinion.

Above all, OPEC has always sought to justify its existence
through its own competence and expertise. Such qualities can of course
only be properly appreciated by a higher level of public opinion than
that, say, to which Gemeral Kassem appealed. What follows is an at-
tempt to trace the emergence and development of those methods, with
special reference to their impact on public opinion, of which OPEC
has made itself the undisputed oustodian.

"That major Arab oil aspirations were arrived at independent-
uwﬁhlituonmxmntluhmehw
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mmmutmmhuhbdm.'l The two Arab
countries which did mest to develop um-aou.rrunm
m:mu.alm‘.

- When Shaikh 'Abd Allah al.Tariki became the Saudi Minister
ofhtrolmandmnumlnlua.h-ntnnduouuutinh
mltyloi.ntoofndalhnhdunnyuthﬂuoﬂoomniu. He
made great efforts to explain to the gemeral public the specific aims
and achievements of his oil policy. He was always ready to express
his views, both in interviews with the press or in specially writtem
articles. He encouraged others to do likewise, Muhammad Joukhdar,
Hisham Naser, Samir Shamma, ®Abd al.’Asis al-Mu'ammar are familiar
names in the Aradb oil world which first ceme into prominence at this
time, Under their signatures, there began to appear in the Saudi
press articles on oil affairs whose rational and analytic approach
provided a weloome change from the facile emotionalism of the average
Aypad press treatment of the subject,

w.inm.n.msw.mama
National Ecomomy, under the old regime, was one of the first to attempt
to interest the public in oil affairs on a serious level. He publish-
ed a book’ on Iraqi oil policy covering the period August 1953 to De-
cember 1957, during which he had been responsible for a series of ne-
gotiations with IPC, primarily to reply to oriticisms which had been
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levelled against his conduct of these negotiations. The book was
also written because, in the author's words, "knowledge leads to gains,"
nmimmmqiMututthowmhlithhﬂ;h
to know how the Govermment administered this vital sector of the na-
tional economy and to challenge its conduet through Parliament, He
said that it was in the Covernment's interest to divorce matters re-
lated to the oil industry from politics and from the views of indi.
viduals, Itmﬂwdutyofmrylrnqaﬂ.utﬁciﬂ.hovm«n.tﬂ
keep informed on intermational developments in the ofl industry and
to use every available opportunity to obtain new concessions and be-
mﬁhbonthd.lomiumnunghlnq.udtomhamt-
able atmosphere for negotiations.

In urging the spread of "oil awaremess' for its own sake and
thoiimdmuruummuu.m'.Mnmimtmﬂm
on two distinotive aspects of the oil experts’ philosophy--a philosophy
to which OPEC has given practical application.

The ressons for which the oil experts.or *technocrats' as
Mm#&nﬂl&-mutmtbmrwmmmw.m
ible public opinion is olear enocugh. It should be clear to the ofl
ommtu,uwmrhuu“.m:bdmtothmcm-
tries which understand public opimion.l For ome thing, it is obvicusly
advantageous to the host countries to encourage intelligent and well-
Mﬂidhhte“mthﬁomm'tnﬂtolmm
mmamuuum.m.-m. It

m-mmm.m-nmm.
Jiddah daily, 24 October 1960,



has long been recognized that 'Aradisation’ of the ofl industry is in
the long run the most effective way of ensuring that Areb oil resources
benefit the Arab countries themselves, not merely on account of the
material vell-being of a technical and menagerial elite, but because
the existence of this privileged few is indispensable to the develop-
ment of a truly independent Arad oil industry,

th the other hand, the existence of a responsible public opine
ion versed in oil affairs, wonuld constitute an invaluable basis of
support for the technoorats thewselves, Their appeal to public was
from the beginning essentially apolitical, in that they did not idemn-
tify themselves with any particular politieal group or interests in
their homs oountries. Their sole objeot, were it in revolutionary
Iraq or absolutist Saudi Arabia, was always to improve their country's
‘take' from the oil industry, This involved above all, a thorough
underatanding of the workinga of this industry and an ability to chal.
lenge the companies on specific issues. That they needed, therefore,
was a public which understood the difference--a difference whish they
constantly stressed--between themselves and the early Arad negotiators,
uhointhnirimmnnﬂlﬁ;nh disposed so casuvally of their coun- X
tries® resources. They also needed a public which appreciated the
difference betwoen their methods and those of a General Kassem, If
they oould gain this support, them they would be in a position of
strength to prevent oil affairs being drawn into the mselstrom of
ordinary polities-as happened, for example, in General Kassen's
Irage The relatively independent ’n;‘uu of the oil techmocrats
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vis-a-vis their own governments and, by extension, Areb politice in

R YO 1
general is well explained by J.E. Hartshorn {imu

Governnents."

These youngish men differ rather significantly,
to the casual observer at least, from the similarly
aspiring intelligentsia of other developing societies.
Their education is som times techmologiocal rather
than legal, Their ladder of advancemént has not been
primarily politiecal, but within the semi.technical
administrative departments that each of the host gov-
ernments has necessarily created to handle its con-
tacts with its tenant oil cowpany. They have bene-
fited, within these departments, from the absolute
shortage of Arabs educated to understand this industry.
The rise of aome of them, within these departments,
has been meteorio, so that able young men not long
out of their twenties are at the heads of departments
that deal wiih the companies, and in some cases are
government.appointed directors to their boards,

In some ways, the careers that have been so open
to the talents of these young mem have possibly made
for political stability in certain of these countries.
The surplus of briefless advocates and other umemployed
intellectuals which has so often featured in national-
iest polities in other developing (and developed) coun-
tries, seems less evident in the oil-producing Arad
countries; and where violent political change has come,
it has come mainly from military circles. The gra-
duate, in the oil states, need not lack advancement.,
Educated 'technocrats' may or may not be, as one of
then once suggested, "well placed to enforce, in the
long run, practically every point they mean.' Their
personal isolation, in some cases, from the feudal
social struoture of the states they serve, may be un-
oomfortable and is certainly vulnerable, But they
are entrenched in, and while they are in such short
supply often essential to, the abeolutist governments
of these states, BSome of them are radical in temper,
which in countries of such glaring contrasts between
riches and poverty is not surprising. But their ra-
to express itself in politics.
positions of influence that in
olitical radicals might dreanm of

|
.%

J.B. Hartshorn, W_ﬂmo Faber and
m. uﬂ. lm (". 3 .
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These positions, however, do not guarantee them
political influence inside their countries, Their
political influence is likely to depend upen their
success in dealing, on behalf of the host govern-
nent, with the oil companies. This in itself might
tend to canalize their radicalism into seeking al-
ways to improve the bargain that the goverament geta.
The better that bargain, the better their chance of
achieving, say, the economic development that they
believe their country meeds, But the tenant oil com-
pany, as a nexus of economic power controlled from
miside, is liadle to be an affront to their patrio-
tic awbitions anyway. In a sense, therefore, nation.
alism, radicalism and the favour of the ruling fami-
lies may all press the 'technoorat' in the same direce
tion-~towards seeing what more can be gained from the
companies, Moreover these young men, whose position
rests largely upon their talents and their scarce
technical oompetence, are sertain to sece possibili-
ties in common action by at least the ol l-producing
states; also, perhaps, persomally but not wmorthily,
the strength that their own positions can gain from
participation and recognition on & larger than natiomne
al stage, Their training will help them to appreciate
the possibility of joint ecomomic and technical astion
among host govermments,

On the whole, it is a moderate and realistic public opinion
toﬂmmmnhmummth“mwn.
For to aivocate extreme measures would bring them into conflict with
the political exeoutive in their home countries. This is not to say,
hmr,thatthqm.ltmam.mmml
to the Arab public at large. "The oil experts are emerging as a power-
ful independent class,. What they lack in official support they are
determined to obtain in popular support, and their statements to the
local press often lay stress on the 'meed to improve the standards
of living of the people of the oil-producing countries through their
greater participation in the oil industry,.® In this they are sincere
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onough,"! But this kind of eppeal is sufficiently general, suffi-
ciently a piocus platitude, not te arcuse the concern of their governe
ments. It is true that Shaikh 'Nﬂlnhll-hﬂkimtohm-
dhmhtomoimlnuﬂn“hmotthonﬂmﬂ'. But at
the time at least this estimate was scarcely valid, even though Tariki
vas always more extreme, more nationalistie in outlook than wost of

his colleagues. While in office, he did not pander to the baser emo-
tions of his people in the way that many politiocians do--or are obliged
to do. The trouble was, perhaps, that Western opinion is all too ready
to assume that auy outspokenness implies intolerant anti-Westernism.
Obviously the more thoughtful sections of the Western press were aware
of this danger, as is borne out by a characteristic hesitation to ar-
rive at a definite assessment of Tariki's character: "Is he a fanatio
or intelligent and crafty?" asks ome uncertain observer.?

Tariki's extremism was probably as much a product of impulsive-
ness and candor as of a belligerent disposition. Some of his strongest
statements vere made on the spur of the moment in reaction to some com-
pany action to which he took particular mqtiﬁ. Thus, for example,
affer the second round ofpriu-nttiuhmi 1960--an act 80 pro-
vocative that it brought OPEC into being--Tariki relieved his feelings
in & nusber of umusually frank and rather ill-considered statements.’

1939, 7% T601%, Madle Best Boonoute Survey, Beirut weekly, 22
m, 24 Ogtober 1960,

’hrnngh."‘!humt
.mdmtomnuummmwm
nmhu”mmthhmuwudthw-ﬂﬂ'
(see Middle Bast Economic Survey, Beirut weekly, 27 Ootober 1961).
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On the other hand, while he was still in office, Tariki was realistio
enough not umrn-pmumwhmummomw
stand which would have found favor with nationalist opinion, During
the Third Aradb 0il Congress, he was asked by various newspapermen:
"What is happening to the Aradb congress--it is not fighting the com-
panies any more...is anyone putting pressure on you, or have the com.
panies bought you? You are not fighting them as hard as you used to,"
Tariki replied that the companies were now maturing after having been
under attack for three years, "They are beginning to understand us,”
he sald, "and the relationship between us iz much better than it was
three years ago."

dpart, then, from a reliance on generalities and only an oo-
easional lapse into impatience, the Arab oil technocrats have from
the beginning tried to make their way in public esteem on the strength
of their own competence and, within the realistic limits they set them-

selves, their not incomsidersble success.

Bowever the non~political ambitions of the oil technocrats
originated, they have had very important results. They have had a
part in ereating an atmosphere in which (PEC could come into being
and pursue effective policies of its own making in isolation from
everyday Arab politice. BSince the technocrats had no political come
mitment, they inevitably found themselves moving closer and closer
to their counterparts in other Arad countries, whose problems and
ains were essentially the same. Thus the unification of Arad oil

s
policies developed imto an integral part o?\touhnmh ambitions,
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The unification of Arab oil policies had three main attractioms. It
would enable the technocrats (1) to exchange information on oil mat-
ters, (2) to widen the basis of their publiec support and (3) to streng-
then their hand vis-a-vis the oil companies through the possibility of
taking collective action,

It is interesting to note how, in the nonths preceding the
formation of OPEC, the uwnification of Arab oil policy became more and
more a concern of the producers at the expense of the Aradb countries,
in general, This was a development which grew naturally out of the
technocrats® philosophy. A unified Arabd oil policy, worked out on a
regional basis within the framework of the Arad league, would have
introduced interests alien to the ome common objective of all oil
producers--to increase their revemues and other benefits from the eoil
industry. The main aim of the *have.nots', on the other hand, would
have been to ensure that the oil revemues were distributed more evenly
throughout the Ared world as a whole--an understandable objective,
it one that would have detracted from the cohesion of a purely pro-
ducers® orgmnizaticn and brought oil bodily into the arena of inter-
Arab politics. The technocrats could only become an effective force
by a deliberate limitation of their field of action., The limited aims
vhich they set themselves could not possibly confliet with the policies
of their own govermments. Only their methods might displease, and would
have to be modified sccordingly, But the non.producers were inevitably
left out in the cold,



To the non-producer the main premise for a unified Arab odl
policy was that Arab oil belongs to the Arab nation as a whole. In
Saguat 1957, a proxinent Syriam oil officisl’ expressed the view Shet,
on the strength of this premise, a unified Arad oil policy should in-
volve the following: (a) Arab oil revenues should be distributed among
the Arab countries according to individual needs for industrialisation
and raising their standards of living; (b)) the oil transportation in.
dustry shonld be regarded as an integrasl part of the oil production
induatry.

This was very definitely a non-producer's view. Iragq, an im-
portant producer, was the first country to put forward an official
proposal for the coordination of Arab oil policies. Not surprisingly,
this turmed out to be a far cory from the 'regional’ concept of oil
policy favored by the non-producers.

The Iraqi proposal was submitted to the Arab league Eoonomio
Council in Jamuary 1959 and to the Arad 0il Experts Committee in Octo-
ber 1959, But though it was thus first rooted on a regional levele.
the Aradb league providing the only official framework of inter-irad
cooperation..it did not belong there. For the proposal was to all
intents and purposes the exclusive concern of the producers, What
the Iraqi Govermment had in wind, sbove all, was that the producers
should confront the internatiomal oil companies® solid front with ome
of their own, This implied a power relationship in which Arad none
producers had no part. Their place was to be taken, implicitly as yet,

1.ibd alfun'im *Allaf, Director of Wines and Minerals in the

Syrian Ministry of Public Works, in the Beirut weekly aliiadaf, 12
guet 1957,



133

by maon-Aradb producers, Among the steps envisaged under this proposal
wex = the following: (a) the formlation of a unified petroleum law
regmalating the relations of oil-producing states with the oil companies
opexating in their territories; (b) conservation of Arad oil reserves
and maintenance of oil prices through production controls and the coor-
dirsntions of the policies of the Arab oil producers with those of other
prodiucing states; (¢) arrangements for Aradb states to exchange informa-
tiomm, technicians and other experts and to standardise oil accounting
metihods; (d) ensuring that oil is transported exclusively through Arab
texx1 tory (this being the only provision, and scarcely an altruistio
omne , To be included for the special benefit of the non-producers); (e)
the establishment of an Institute of Petroleum Studies, which would be
attached to the Aradb league., In the event, it was OPEC, a producers'
oxrg=nisation, rather than a regional-minded Institute of Petroleum
Stud 1es, vhich later cane into being.

Waiting in the wings at this time, before emerging as the prin.
cipsal champion of oil-producers' solidarity, was Venesuela. Venesuela
is <The world's leading oil-exporter; but it has smaller reserves to
dxr=wsr on than its Arab colleagues and has the most to lose from any
wealcening in the international pricing structure. It was therefore
verxryy disturbed by the crude price cuts of February 1959. Eyer since
the TFirst Arad Petroleum Congress, which took place in Cairo in April
1959 , Venesuela and the Arad countries had been moving cloger together.
On *Tke Aradb side, the moving spirit behind this entente was Saudi 0il
MimE sster Shaikh *'Abd Allsh al-Tariki, Iran, too, was feeling its way,



though more cautiously, into the producers' camp. These evolving
relationshipe crystallised in August 1960, when a second round of
price cuts prompted the producers to give official and effective

shape to their common interests by forming the Organization of Pete
roleum Exporting Countries. With this action, the technocrats finally
asserted their independence and special status. "We have formed a
very exclusive club and no ome will be able to join it unless he obe
tains the unanimous approval of the five founding members”-.such was
the verdict of the Venesuelan 0il Minister, Peres Alfonso,

After the first flush of success, during which the OPEC rep-
resentatives were inclined to over-emphasize OPEC's as yet untested
bargaining strength vis-a-vis the companies, they settled down to &
sober plan of action,

In the first two years of its existence OPEC was in the process
of finding its role, working out a policy capable of fulfillment and
acoeptable to all its members. To degin with, it concentrated its
attention on the question of proratioming. But although the proration
plan was never officially shelved, it gradually faded out of the pic-
ture and in June 1962, at its Fourth Conference, OPEC came out with
a comprehensive statement of its aims. These were threefold--to re-
stoare crude prices to their pre-Angust 1960 level, to have royalties
treated as a cost item and to abolish the cost of sales discount, de-
ducted from posted prices. To date, OPEC has partially achieved its
third and least important aim; as yet, it has not had much satisfac-
tion on the firet and second.



What distinguishes OPEC in its dealing with the oil companies
from Axab governments in general is the thoroughness and consistency
of 1tss approach, OPEC only decided on these three objectives after
exhanstive studies, and it has stood by them ever since., It is con-
scious that by general Arab standards they are "moderate® objectives,
capable of fulfillment, with give-and-take on both sides, through
normal channels of negotiation, So long as he was his country's rep-
resemtative in the Organization, 'Abd Allah al-Tariki was in the habit
of stxeseing OPEC's 'moderate’ and 'soientific’ methods, There was a
franlkc wecognition by him and his colleagwes that hitherto the Arad oil
producers had not been properly equipped to deal with the oil companies,
True, the oil technoerats had always been confident thet they were an
utterdly different breed from those first Aradb oil negotiators who had
eamadl. out the origimal eil concsssioms. Bt the most blatant inequities
of these early sgreements had now been eradicated. In order to make
furthex progress, therefore, the technocrats had to go beyond the pre-
conceiwved generalitiee and essentially emotional arguments sbout *ex-
ploitation' and *monopoly' and meke a study of the oil industry in its
troadest context and in painstaking detail. This was the only way to
countex the company's deliberately technical arguments against improv-
ing thhve producing countries® terms.

The fact that when it was firet formed OPEC had ome particular
aim i mind--proration..and that it subsequently dropped this without
in ey~ way losing its sense of purpose is an indication of its flexi-
bility and determination mot to sucowmd to *idees fixes'. The plan
of action that OPEC eventually embarked upon was the result of studies,
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rather than the studies being the post-facto justification of the
plan of action. As Tariki said: "The studies to be undertaken Yy
the Organization are expected teo have a marked effect on the poli.
cies of the member states vis-a-vis the oil companies; they will be
scientific studies, anmly=ing objectively the various oil concessions
and indicating the mexdits end demerite of each. The producing govern-
ments who lack qualified (advisory) personnel will them be in a better
position to understand <the problems of the oil industry, to confromt
the oil companies with the combined expert knowledge of the OPEC mem-
bers and to justify or defend their point of ﬁ.ﬂ."l The fact that
(PEC commissioned independent experts to carry out studies on its
behalf demenstrates the importance which it attached to their ob-
jectivity,?

¥e have already mnoted that moderation, and a deliberately
restricted sphere of action, lies at the heart of the technoorat's
philosophy. But it is also important to note that the emphasis on
moderation, as a mattex of political expediency, found itself naturally
reinforced by the standaxde of objectivity and scientific thoroughness
vhich OPEC also set itaself. This, of course, is quite apart from the
fact that most of the mnmamm.mmnh.m
Behet, e Mokt Tt is uterates by temperament, endowed with
a patience and stamina which has stood them in good stead for the arduous
and complex negotiatioms with the oil companies.

lshatkn *Abd Allah al-Tariki, al-Biled, Jiddah daily, 6 Pebruary

1962,

zl-nofthu. astudies have been published, though the main com-
clugsions of two of them have been divulged. These are a report by A.D.
Iittle on returns on oil company imvestment in the producing countries
ﬂmwr‘@“gj...mlmwmthmm.
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As far as publie opinion in the Arad world ie oconcerned, OPEC's
main problem has been to convince people that its policy of moderation
and objectivity is the best way of maximizing Arsd gains from the oil
industry and, in the realmn of principle, that it does not amount to a
rerneiation of legitimate Aradb oll aspirations.

Oring to its political and economic prominence, Bgypt has ale
mays been the focus of regional Arab oil aspirations and as such, a
potential source of trouble for (PEC, Egypt's attitude toward Arad
0il has slways been ambiwalent, and often hypocritical. Two tenden-
cies have vied with each other in Egyptian oil thinking, On the one
hand, the Egyptian GCovermment has sought to give the impression that
it is not interested in Denefiting from the oil revenues of the major
Arak oil producers, and to that extent, it has refrained from setting
itself up as a pioneer of oil policies in the Arab world. On the
othexr hand, in the course of its general propaganda campaigns against
the traditional xegimes, 1t has inveighed against the deplorable
squandering of odl revermaes by the priveleged classes. This has led
Egrpt, in acocoxdance with its cult of the masses, to preach the ill.
defined gospel of some kind of people’s take-over bid. An article Yy
Wha~mad Hsssanain Haikal , editor-in.chief of gl-ihram, explains how
0il Incre has never sullied the integrity of the Egyptiam revolution:

Arad oil gave rise to many complexes; these who

aoquired the new wealth acquired with it the habit

of squandering, becane arrogant, and, above all,

developed an intense loathing for the parasites

squirming at their feet, waiting for hand-outs.

And those who stxetched out their predatory hands
--the opportunists--sucounbed to greed and the lure
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of fast money, abandoned all sense of homor, and,
above all, developed a comtempt for the oil barons
whose coffers were overloaded with gold through no
effort of their own. Meanwhile, here in the UAR

we developed the complex of aloofness, striving to
keep out of suspicion and to avoid the temptation
of succumbing to opportunism, We needed large sums
of foreign capital to broaden the base of our ecomno-
mic development. We could have asked the oil barons
to invest their surplus funds in our development
program, which was first and foremost a dynamic
force for the Arabs--all the Arabs. But the UAR
inocked on every door but that of the oil shaikhs...
all this to remain aloof and avoid suspicion.

The result was that a deep silemce surrounded
the subject of Arab oil, and nothing was heard of
how it was being squandered or the part it could
have played in generating Arab dynamism, The UAR'se
attitude of silence was the last word in passiviem,
as if the matter were no concern of ours. This was
not, nor could it be, the right attitude....

The UAR, fortified by its disinterest in the oil

money, could have spoken out on behalf of the other

Arad people. It could have spoken out without re-

gorting to pressure, without causing embarrassment,

But it chose to remain passive, negating the very

logic of its revolution and its call for Arab unity,

all because of hyper-sensitivity."l

The theory that the people will somehow take oil matters into
their own hands was put forward in a book published in 1965. “There
are high hopes,” its preface states, "that the deliverance of Arab
oil from the clutches of the foreign monopolies will be effected by
the Arab people themselves without referemce to the official attitudes
of their govermments, who are very often committed to policies which

are inimical in varying degrees to the interests of their yuml.c."3

ly,_._gg Cairo daily, 19 May 1961.

2 hmed al-da®tasin Billahs & % - Its Present ﬁ %
No.
B e Pt Toue

.. 1"3.
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Egypt's latent antagonism to OPEC, on the ground of primeiple,
was reinforced by antagonisms of a general political nature, OPEC
first came into being at a conferemce in Baghdad, and it was diffiocult
for Egypt to give its blessing to any initiative which reflected credit
on General Kassem's regime, Egypt's bitter rival, From the first,
therefare, it criticismed the Baghdad resolutions as "weak and concil-
iatory, lacking any indlcation that the producers will actually chal-
lenge the decision of the foreign states exploiting Arab oil to out
postad prioea."l In fact, Egypt has never been able to take kindly
to inter<Arad initiatives in which it has no part.

That PRC's members were aware of the potential conflict bet-
ween their Organization and the more emotiomal nationalist forces whose
natural champion was BEgypt became clear very soon after OPEC's creationm.
At the Second Arad Petroleum Congresse..the natural forum of the region-
al point of view--.PEC was soarcely mentioned. A= one observer? put
1t, "the Arad exporters are anxious to preserve the solidarity of the
OPEC countries at almost any price, besause they consider TPEC the ome
effective means of acquiring a measure of collective managerial comtrol
over an industry which has been partisularly resistant to control from
any quarter, The plan is to develop ®PEC into an international orga-
nization with headquarters in Geneva.. Arab oil policy will therefore

14) Jummriyah, Cairo daily, 20 September 1960.

2mued Ttayin, Middle Bast Econowic Survey, Beirut weekly, 26
October 1960.

professed on one ooccasion to find it objectionable
that OPEC's headquarters should be located outside the Aradb world,
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develop on two fronts: the home front, within the framework of the

Arsd Leazme agencies, and the international front, within OPEC." At
the Third Arad Petroleum Congress, held in Cairo in October of the
following year, Mr, Anwar Salamah, Secretary Ceneral of the Arab Fe-
deration of Petroleum Workers, specifically mticiud’ the formation

of (PEC as a somevhat negative step, and suggested that the Arsd states
should copy the UAR's example in matiomalizing the oil industry in
their respective territories, He said that the oil-producers need not
fear the consequences of such a step..a somewhat disingeruous state-
ment considering the large amount of orude for which they would have

to find purchasers. Another Egyptian delegate complained of Egypt's
exclusion from OPRC, Conscions of this increasingly delicate relation-
ship, OPEC delegates were at pains to justify themselves. Though their
arguments may seem a case of special pleading, in that they were de-
gigned to answer specific charges, they provide an interesting insight
into what OPEC, in the face of rival claims, considered to be its own
essential role. Mr., Acosta of Venesuela said that it was a far-fetoh-
ed idea to believe that OPEC was defleoting interest from the Arab Cone
gress, He pointed out that the two organisations were entirely dif.
ferent in scope and conception.-though very mch together at heart.

In his opinion the Congress was important in that it (a) maintained

the contimuity of Arad relations and kept the spirit of Aradb unity
alive, (b) it presented an opportunity for the examination of tech-
nical and economic questions and pointed to problems which needed to

l‘In a paper entitled "Covernment Participation in the 0Oil
Industry and Its Effect on the Economics of the Arad States.”



141

be resolved and (c) it served as a testing ground for attitudes of
various countries and organizations, providing a forum for the discus-
sion of views and not a battle-ground for antagonistic forces. For
its part, OPEC, though striotly confined to ecomomic matters, kept its
ear tuned to the Arad Congress and its results,

*Abd Allah al.Tariki tried to establish that OPEC was conceived
at the First Arab Petroleum Congress and owed its existence %o that
body. Some of the important questioms tacikled at past Congresses had
been taken to (PEC for a sciemtifie study, he said, since only OPEC
had sufficient funds to finance such studies., The Congress wae the
rostrum of the people, while OFEC was the rostrum of the governments.

Iran'e membership of OPEC has always been potentially awlward
for the Arab producers, both for political reasons and because, in
strictly oll matters, Iran has slways been lukewarm on some of OPEC's
policies and prone to attitudes of embarrassing moderation, The gques-
tion of Iran's supplying oil to Israel causes periodic bouts of indig-
nation in the Aradb world--a situation which has never yet posed a ser-
fious threat to OPEC but cdertainly could do so. Iran's relations with
the UAR have already been mentioned; it has been suggested that Iran's
interest in OPEC, to begin with at least, was largely the negative ome
of keeping Rgypt out of the Organisation and thereby preventing it
establishing control over Middle East oil policies.® is far as oil
policies are concerned, Iran has never made any secret of the fact
that it would never abide by a collective OPEC policy which interfered

Lyanda Jablonska, Petroleum Week, 16 December 1960,



with its own ambitiocus national oil plans, Thus, Iran has always

been insistent on its right to undertake a rapid expansion in ite

oil production, with a view to regaining its position as the area’s
leading oil-producer. It has therefore been less than enthusiastie
about proration schemes which, offieially at least, are still on (PEC's
agenda, ldttle is known of the give-and-take of argument among (PEC's
members, but it is more or less certain that it is Iran's reluctance
which is now holding back the Organization, dissatisfied with the out-
come of its rqralty negotiations, from asking its member governments
to take legislative messures against the companiea, Iran's restraine-
ing action, if it reduces PEC to the winning of mere token successes,
will become a target of Arab nationalist abuse,

An interesting but far less dangerous problem confronts (PEC
from the opposite end of the political spectrum--from the right-wing
pro-Yestern section of Arab opinion, of which the late Emile Bustani
was the most dynamic and articulate representative. His view was that
the Arab states should develop a close partnership with Europe, paying
less attention to the unit value of oil and more to the overall volume
exported, Such a policy would constitute a return to regiomalisne The
rationale behind is entirely different, however, from the regionmal po-
licy advocated by the matiomalists, but it would be equally damaging
to the producers’ solidarity, whioh is OPEC's great stremgth.

Perhaps the moet important component of (PEC's public image,
potentially at least, is its appeal to world opinion. (This aspesct
of PEC's publicity has already been covered in Chapter II.) Well.
documented literature has been produced by OPEC on such thémes as:
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the deterioration in the oil-producers' terms of trade with the
industrialised countries and a formula for linking oil prices to
those of manufactured goods; the high level of taxation om oil in
consumer countries; the producers' need for large amounts of capital
to finance development projects, ete. It is in the logic of these
persuasions addressed to world opimion that CPEC should play down its
potential as a pressure group presenting a direct challenge to other
interests, and in particular the consumers.! Hence (PEC's constant
desire to sppear reasonadle.’ Reasomsblemess, in (PEC's thinking,
does not entail a mere willingness to recognize commercial realities.
In fact, the more conscious OPEC becomes of the need to appeal to
world opinion, the more anxious it is to remove oil issues from the
realm of blind ecomomic forces to that of moral principles. It is
reasonableness, OPEC believes, to do everything possible to persuade
the companies and the consumer nations behind them that commercial
realities are inherently at fault if they tend to aggravate the most
unreasonable imbalamce in the distribution of wealth which character-
ized the world today.

In appealing to world opinion, OPEC runs essentially the same
risk as it does in appealing to a moderate body of opinion in the

legince its inception OPEC has mede it very clear that it
always takes into account the interests of the consumer,” (Peres
Alfonso, Venesuelan Minister of Mines and Hydrocarbons to Fuad Itayim,
in the 1 e Su » Beirut weekly, 17 November 1961).
Nevert that on balance the consumers
Mnmbmﬂhfmouthmﬁlpﬂhunnltht&hﬂhn-
tion should be corrected.

2!... for example, the address delivered by 'Abd al-Rahman
al-Bassaz, Secretary General of OPEC, in Ceneva on 1l March 1964 at
::-1 opening of negotiations with IPC represemtatives of the OPEC re-

utiona,



Arsb world itself, That is to say, it inevitably strikes mote of
patient exhortation, one wight almost say entreaty, which tends to
jar on those, more nationalist in outlook, who believe that the Arabs
and all in their situation should adopt forceful methods as a matter
of sovereign right.

After OPEC had been in existemce for three years, and--apart
from the very real but not very inspiring achievement of preventing
a further decline in prices--had little concrete to show for it, it
was natural that voices should begin to de heard questioning its me-
thods and outlook, OPEC itself was very semsitive to the danger and
used it as a bargaining counter vis.a-vis the companies. In late 1962,
Francisco Parra delivered an address in which he said it was natural
that certain interests in the consumer countries would like to see
the end of OPEC, which they regarded as a threat to their security,
and a return to the situation which existed before the Organisation
was founded, This was certainly a mistake, he said, for if OPEC were
disbanded these interests might find their position not moxe, but less,
secure, than it was before, because of the increased likelihood of ab-
rupt action by the frustrated member-countries.' By the middle of
1963, moat commentators, Aradb and Western, were agreed that OPEC had
indeed entered a critical stage of its career. The 'reasomable per-
iod' which OPEC had set itself for reaching a settlement om the lines
of its resolutions of June 1962 was now drawing to a close. The ecrucial

Lgpeech to the John Hopkins Sehool for Advanced International
Studies, New York (see Middle East Economic Survey, Beirut weekly, 9

November 1962).



question was, as one observer put it, whether PEC was to become an
active negotiating body or simply a research organisation and clearing-
house for ideas and information.’ Another cbserver commented at this
time: "Failure to secure any significant response from the interna-
tional oil companies to its attempts to increase the government *take'
from o0il in the Middle East is now steadily pushing OPEC towards an
inpasse where it will have to put wp ardmtnp."

Appropriately encugh, OPEC's basic predicament first came dra-
nmatically imto the open at the Fourth Arad Petroleum Congress. But it
was not Egypt which led the assault. Ironically, it was OPEC's chief
architect, Shaikh *JAbd Allah al-Tariki-.-who, in a theatrical outburst,
called OPEC the "daughter of the Congress™ and went on to invite his
audience to commit infanticide. OPEC, he said, had been wausting too
mich time on studies and negotiations while the oil companies had been
collecting profits to which the iradb people were entitled. He declared
that he had always had a soft spot for OPEC, “OPEC was the hope of the
Arab people and the Veneszuelans...the idea of it came from this ocomgress—e-
GPEC is the daughter of this Congress.”™ But, he went on, "the (PEC gov-
ernments have degraded themselves by sending their man, one man, chasing
the oil companies from capital to capital to knock at the companies'
doors and be told there's no=one in.” The companies should be invited
to come to Gemeva, the OPEC headquarters, and have terms dictated to

donristopher Tugendhat, the Finameisl Times, 1 July, 1963.

*fhe Economist, 29 June 1963,



them. "The companies are part of ue and we tell them what to do.
OPEC has been put in the gutter.” Tariki, the former advocate of
moderate and soientific methods, now outdid Egypt in the popular
vein: "Don't depend on the agreements,” he warned the companies, "the
governments are under pressure; if the people dom't like the agree-
ments they'll tear them apart with no compensation.”

0ddly enough, while Tariki was rebuking OPEC, the Egyptian
delegates were exhibiting an unaccustomed moderation. This was pro-
bably a direct result of the new direction which Egypt's own national
oil policy was taking at this time, Egypt had recently concluded a
mumber of joint.venture concession sgreements. "Participation™ was
henceforth the Egyptian watchword in oil affairs; advocacy of nation-
alization and other extravagant measures would have come ill from a
country which did not follow such a policy itself. Indeed, at ome
point, ¥Wr, Kamil al-Badri, Chairmsn of the Egyptien Ceneral Petroleum
Corporation, crossed swords with Tariki, who was invoking state so-
vereignty as the panacea of all ills. My, Badri said that state so-
vereignty was taken for granted. Partnership, he said, is a practical
way of ensuring that ell decisions of boards of directors are taken
with the full knowledge and sgreement of the governments. With 50/50
board representation, both sides can agree on costs, prices, profits
ete."from within,” Presumebly, Egypt no longer harbors the same deg-
ree of suppressed resentment against OPEC as it did in the past.

Ever since the Fourth Arab Petroleum Congress, Tariki, self-
appointed leader of the popular view of oil, has been turning out
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articles in the Aradb press, all of whish dwell on the sanme basic
theme~-the need for legislation, rather than negotiation. It was
generally expected that at the geoond session of its Fifth Confer-
enoce held in Riyadh at the end of 1963, OPEC would decide to ask ita
member governments to take legislative action in order to implement

its royalty resoclution. It did not do so, thereby demonstrating a
restraint which Tariki and the man-in-the-street to whom he was now
making his appeal obviocusly did not appreciate. Just before the
neeting took place Tariki had writter: “The eyes of millions from

the producing and oomsuming nations are on you, If you cannot make up
your mind, find a pretext for peetponing your meeting. For if you

meet and fail to take just decisions which will restore your countries'
dignity and suthority, then the meeting will mark your Qrganization's
demise, After this your Organisatiom will flounder, foxr all those who
have been following its activity will realise that it is no more than
e means for officials of some countries to enjoy themselves in the besu-
tiful city of Gemeva at the expense of the poor and sick of the produc-
ing oountries.”

It is of course diffioult to measure just how mmeh effect Tariki's
arguments have on Arad public opinion. It goes without saying that they
have an immediate appeal on the more emotiomal popular level, Noreover,
the fact that Tariki himeelf was the moving epirit dehimd the creatiom
of OPEC, makes his present role of malemmtent all the more impressive,
Another important feature of the new-style Tariki, always latent but
now used to the full, is the combination of frankly demmgogic themes—-

143 dower, Beirut daily, 14 Decenber 1963.



characterized by the excessive use of such wvords as ' imperialistic’,
*bloodsucking' , ‘plunder', etc..-with a wealth of stetistics intro-
duced into the argument as matters of incomtrovertible fact, unquali-
fied by any of the reservations which are an intrinsic part of res-
pectable economic theorising. This specious expertise, interspersed
with and corroborating over-simplified nationalist preconceptions,
presumably does not make muoh of an impression on the more sophisti.
cated, from whose ranks are drawn the technocrats now in charge of
Arab oil policies, FNevertheless, the technoecrats certainly do not
command sufficient prestige openly to challenge Tariki’e extreme views,
even though they threaten to become more and more of an embarrassment
to them. To do so would be to risk incurring the ultimate stigma of
being subservient to Western interests. While Tariki's economic ar-
gaments magy not impress the technocrats, his conclusions--that is, the
inescapability of legislative actiom by the host countries.-certainly
do. OPEC officials have always balanced their moderation with ssser-
tions that if the oil companies persisted in their intransigence the
OPEC mewber countries would be quite prepared to take unilateral legis.
lative action, In fact, disillusionment with the whole conceptiom of
negotiation appears to be gaining momentum in the Arab world as a ﬁoh.l

130, for exawple, artioles %@. Baghdad daily, 17
m 1*. . F] h’.t m’ ,“. “m'
Jiddah daily, 51 and 3 April 1964,

It ia worth pointing out, too, that political tensions in the
Middle East are liadle to gemerate additiomal pressures for a tough
line with the companies, 01l is an obvious political weapon to be
used against the West, in any Rrad showdown with Israel, Ever since




At the time of writing, therefare, (PEC's fundamental predi-
cament has not been resolved. Within the next yeaxr OPEC must either
persuade the companies to make much more substantial concessions that
they have agreed to make so far, or, failing that, it met ask its
menber-governments to take legislative action on its behalf., No doudbt
it would prefer the first course, since the second inevitably would
encroach on that independent, non-political status which is such an
essential feature of OPEC's origine and subsequent development. In
a sense, it would be an aimission of impotence. But in either case,
there i3 still the question of whether the producers' gains..resulting
from OPEC's successful persuasions or the legislation of individual
nember-countries--will be sufficient to counter the influence of Tariki
and the kind of opinion to which he makes his appeal. And that will
depend on how succepsful OPEC has been in ite educative, as opposed to
its negotiating, role--how successful it has been, in other words, in
wimning acceptance for the standards of moderation and objectivity

which are its raison d'etre.

Cairo Summit Conferemce of Arab Kings and Presidents, there has
en a great deal of debate in the Arab press about the use of Arad
for the lideration of Palestine. As ome paper put it, the Arabs
at last reslizing that the "liberation of Palestine and 'Arab oil’
onimous terms™ ( ¢ Beirut daily, 2 Jamary 1964). Al
of this iti weapon implies that it should be
reserre for the moment of erisis it is good tactics, by way
miscle-flexing and tough speeches, to foster the belief that it
fact be used if the ococssion demands., It is in this context,
for example, that ome should view Tariki's proposal for the nation-
sh Petroleum's intereste in the Middle East. In
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CONCLUSION

Anyome who has attended an Aradb Petroleum Congress, and ob-
served the gemeral affability which prevails at those gatherings,
might find it hard to believe that relatioms between the oil oom-
panies and their host countries in the Widdle East are as unsatis-
factory as the preceding chapters suggest, It iz no doubt true that
on a persomal level relations between the two parties are much better
than on any other--not enly at gatherings such as the Arad Petroleum
Congresses, but in the everyday association between Arad gnd expatriate
employees of the oil companies, The manifold shortcomings attributed
to the oil companies by Arad press and officials are probably least
applicable to the pecple, as individusle, who staff the compenies. By
the yardstick of personal good will and emergy which they have bdrought
to the task of improving their human and materisl enviromment, it is
safe to say thet many oilmen fail to deserve the strictures of their
Arad oritics, This is mo doubt recognised by many of the Arabs most
intimately comnected with the oil industry,

Unfortunately, however, relations between the 0il companies
and their host countries, as between nmations, are by and large not
moulded by the mass of individusls of which they are composed. They
are determined rather by overriding pelitical and ecomomic factors,
Theee fectore have all been touched upon the course of this thesis.
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However diverse in themselves, we noted, taken together they are so
many components in the great divide bdetween the industrialised nations
to which the oil companies belong and the underdeveloped nations whose
resources they exploit,

Who is responsible for this inequality? From the brosd his-
torical point of view, it is only fair teo attribute the relative wealth
and prosperity of one section of the world's population to its long
tradition of vigor and initiative in certsin fields and to attribute
the backwardness of another section to its lack of that traditiem,
Eowever, it is clear that omce this imequality has developed, no mat-
ter what its causes, it tends to become self-perpetuating. This i
why the industrialised countries enjoy a built.in advantage in all
their dealings with the underdeveloped countries.

The oil companies, which are essentially outgrowths of the
economies of the industrialized countries, are perhaps the most ob-
vious private beneficlaries of this situation., They are a elassio
1lluptration of what the producing countries sometimes refer to as
the transfer of wealth, but which more fairly should be termed the
transfer of the means of wealth, since the oil is useless until it
undergoes the processes which only a highly industrialised economy
is capable of sustaining, The oil companies are probably no more in
love with their own self-interests than any other capitalist enter-
prises, However, if the congenitsl weskness of big business is ex-
cesaive money-making, then it can be esaid that the oil companies have
been exposed to greater than usual temptations. The history of the



oil industry's relatioms with its host countries has largely revolved
round the effarts of the latter not so mch to dissusde the companies
frmmimﬂmm-leutopnMochdmnn
of the proceeds,

The oil companies, like the all-powerful Western economy from
which they derive, have a vested interest in preserving the status quo.
7t ie only natural therefore, as w have seen in this thesis, that pres-
gureg for change should come exclusively from the producing countries.
So long as they remain underdeveloped--so long, that is, as the dynamio
of world trade contimues to work im fevor of the industrialized nations
at their expense--the producers will maintain their pressure on the
oil companies, which are the most immediste manifestation of this in-
equality and at the same time the readiest instrument of its correction.

Polities, too, will contime to exaverbate company-government
relstions. As wae pointed out in this thesis, the fundamental eeanomic
reality is inextricably bound up with dissgreeable political ones. of
course, economic relations between any two parties are bound to have
their political parallel, However, economic relstions between the
West and the Aredb world, as represented in the oil industry, have beem
paralleled by such a succession of gratuitous political animosities
that we oan probably eay that the eil eompanies have suffered less
from the consequences of their own metions than from those of national
policies for which they ave at most only remotely responsible. The
existenoce of the State of Israel makes it very likely that this situa-

tion will confimue indefinitely,
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Politics apart, however, it is not unlikely that as time goes
ontheoﬂcomnlndllbcmlmndhuuumiﬂc target of
Aved critisism, We have noted in this thesis how critieism expressed
in political terms tends to be more emotional and extreme than that
expressed in eoonomic terms. We have noted, too, that (PEC, through
s thorough appreciation of economioc realities, is tending more and more
to view the oil companies in the overall context of economic relations
between the industrialized and unierdeveloped nations. It is far from
certain that OPEC will impose itas views on its member-governnenis and
on Arab opinion in genersl, However, the growing awareness of the need
to futroduce some measure of central control over international economic
relations-ean avareness exemplified by the Ceneva Conference of Inter-
national Trade and Pevelopnent--sugzests that time ie on OPBC'e side.

With the growth of a body of Arad opinion which views the oil
industry as an intrinsic part of the whole phenomenon of international
economie relations, eriticism of the companies may lose aome of its
harsh polemical character. But slthough there may be less resentment
against the companies as such, and though there may even be a genuine
appreciation of the benefits that the industry has brought to the
Middle East, the producing governmenta will continue to press as hard
as ever for further gains. Directly or indireotly, they can only do
this at the expense of the companies. The companies may justly come
plain that they have done nothing to deserve these continucus inroads
into their comercial integrity, Just as they do not deserve the more
extreme oriticism which are still levelled against them. For the eoil



companies, after all, are only highly successful exponents of private
enterprise--a perfectly legitimate pursuit not only in their home coun-
tries but in most of the 'Middle Bagst producing countries too. But even
though Arab opinion may be better disposed to the oil companies as such,
it eertainly will not allow this novel sentiment to outweigh its dis=
satisfaction with, that overall etccnomic depomination of which the oil
companies are such a vulmerable outgrowth.

The way in which Arab govermmeuts seek to challenge this do-
mination will depend in some measure on future development of publie
opinion, Unilateral action against the oil companies is one method,
which might have tn be resorted to as a means of gratifying nationale
{0t impstience, but is likely to madde damsging reprisals from the
industrialised countries, a high-level dialogue with the industrislised
countries, arranging for a gradusl shift in the cemtre of gravity of
the oil induetry towards the produoing countiries, is another method,
which would commend itself to the more moderate body of opinion, and
is likely to prove more beneficial in the long »un, The struggle bet-
ween the two opposing tendencies of impatience and moderation is likely
to eontime indefinitely, The oll companies certainly have it in thelr

power to influence the course it takes,



