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Author’s Note

Four journalists made important contributions to this book while working as
researchers during the four-year life of the project. Ben Van Huevelen, who is now
the managing editor of the Irag Oil Report, worked on that subject and
ExxonMobil’s litigation with Venezuela, as well as on corporate responsibility
issues in Africa and Indonesia. Megha Rajagopalan, a 2008 graduate of the
University of Maryland who is now studying in China under the Fulbright Scholar
Program, worked on global warming, the Exxon Valdez spill, and phthalate
regulation; chapters five and twenty-two benefited greatly from her research. Ann
O’Hanlon, a former Washington Post reporter who now works at the Justice
Department, reported on many subjects, but especially on campaign finance and
lobbying; her work particularly supported chapters three, seventeen, twenty-two, and
twenty-three. Haley Cohen, a 2011 graduate of Yale University who is now on a
university fellowship in Latin America, recontacted many interview subjects,
checked facts and interpretations, and added fresh reporting throughout. The book
benefited from other supporters and collaborators; the acknowledgments provide an
accounting. I am grateful and deeply indebted to all.
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Prologue

“I’m Going to the White House on This”

As the Exxon Valdez churned through chalky turquoise port waters toward the Gulf
of Alaska, Captain Joseph Hazelwood descended to his quarters. It was shortly after
9:30 p.m. on the evening of March 23, 1989, and he had some paperwork to
complete, he told his subordinates. He was a taciturn man, forty-two years old,
balding, about six feet and 180 pounds. He dangled the Marlboro cigarette he
smoked on the corner of his lips. His father had flown torpedo bombers for the
United States Marine Corps in the Western Pacific and then served as an
international pilot for Pan American World Airways. Joseph Jr. won admission to
the elite State University of New York Maritime College; the carefree notation in his
college yearbook read, “It Will Never Happen to Me.” He scored 138 on an L.Q. test.
While at sea he read widely; in conversation, he quoted Stonewall Jackson and Oscar

Wilde. He had by now sailed for the Exxon Corporation for twenty-one years, ten of

those as an oil tanker captain..

He was attempting to recover that spring from what he would later call a “midlife
crisis.” It had taken hold of him several years before. Long stretches at sea had
caused him to miss much of his daughter’s childhood, and this weighed on him. His
wife, he recalled later, “detected that I was moodier than I had been before.” He
drank heavily—four or five doubles before dinner, wine with the meal, then several
doubles afterward—but he did not feel immobilized by alcohol. Even after such a
drinking regimen, although he could “detect a little clumsiness on my part,” he
“didn’t trip over any furniture” and he “wasn’t blotto,” as he put it. While ashore, he
periodically drove while intoxicated, attracted the attention of police several times,
and lost his driver’s license. He sensed that he might be in some sort of descent: “I
didn’t know what I was suffering from, if I was suffering from something.” An
Exxon supervisor told him, “If you’ve got a problem, take care of it.” In 1985, he
had checked himself into a New York hospital and underwent treatment for mild
depression and alcohol abuse. Afterward he attended Alcoholics Anonymous
meetings but continued periodically to drink. Exxon executives said that they had
started to monitor his alcohol intake, prompted by incidents such as one in which the
captain was overheard ordering beer over an Exxon ship’s radio, but Hazelwood
remained in service as a tanker captain and said he had no indication that he was
being monitored by anyone. In the port town of Valdez on the afternoon of March 23



he drank what he would recall as two or three vodkas at the Pipeline Club before
passing unexamined through the oil terminal gate and boarding his ship.2

The livelihood Hazelwood put at risk by his drinking was a privileged one; his salary
at Exxon was about $180,000 a year, including benefits. He was one among many
thousands of Americans whose incomes that spring could be traced in part to the
work of a British Petroleum geologic field party that had surveyed Alaska’s Brooks
Range, north of the Arctic Circle, in the summer of 1958. The Suez Crisis and
turmoil in Iran (the latter partially engineered by the Central Intelligence Agency)
had made plain to B.P.’s executives that their oil holdings in the Middle East were
politically insecure. Alaska’s storm-swept seas and icy glaciers might look
forbidding, but at least they were situated in a nation that welcomed private capital.
American government surveys had suggested for years that Alaska’s north was rich
with oil and natural gas; B.P. was among the first of the major international oil
companies to bear the uncertainties of the harsh climate and invest. By the early
1970s, it had established a large position as a leaseholder on Alaska’s North Slope.
Transport was the major obstacle to maximized profits in a region iced over for
months at a time. Oilmen had talked for years about wild-eyed schemes to build an
overland pipeline from the Arctic to the south, but the project would require money
and political alignments that seemed preposterously ambitious. Only another Middle
Eastern crisis—the oil embargo of 1973, directed by Arab producers at the United
States over its support of Israel—at last spurred construction of the Trans-Alaska
Pipeline System to carry crude eight hundred miles from Prudhoe Bay across
permafrost to the ice-free port of Valdez. To finance and operate the pipeline, B.P.
formed a consortium with Exxon’s precursor Humble Oil and with Atlantic
Richfield. The first oil flowed in June and reached the Valdez Marine Terminal on

July 28, 1977.3

A dozen years later, it poured through Valdez at a rate of about 2 million barrels per
day—an amount equal to more than a quarter of all of America’s domestic crude oil
production. The Valdez terminal had grown into a labyrinth of pipes, oval storage
tanks, and strings of festive-looking white safety lights—an improbable man-made
installation tucked on a rise amid snow-draped mountain crags and majestic glaciers.
Tankers as long as several football fields passed to and from the docks one after
another. The Coast Guard funneled them through a ten-mile-wide shipping lane in
Prince William Sound, an inland sea teeming with salmon, halibut, whales, seals, sea
lions, porpoises, and sea otters. Inbound traffic traveled in a corridor to the east,
outbound traffic to the west. That Thursday, the Brooklyn and the ARCO Juneau had
departed Valdez for the Pacific only hours before Hazelwood embarked with a load
of 1,264,155 barrels of crude. It was a misty night, but the winds were light, the seas



were calm, and visibility extended eight miles. Hazelwood had navigated this

passage at least a hundred times before.#

He returned to the bridge shortly after 11 p.m. His Valdez port pilot had
disembarked, and a tugboat escort had also peeled away. Bligh Island now lay ahead
to the southeast, shaped in the water like a sleeping crocodile with a curling snout.
To the island’s west a red light pulsed every four seconds to mark Bligh Reef, which
spread beneath the surface at between one quarter and nine fathoms. (The draft of a
loaded oil tanker could be ten fathoms or more.) White icebergs from the Columbia
Glacier bobbed ahead as well, visible to eye and radar, and several of them now
appeared to block the outbound shipping lane. Hazelwood decided on a common
maneuver, one taken earlier without incident by the two ships ahead of him. The
Exxon Valdez would turn south across the inbound shipping lane toward Busby
Island, near Bligh, evade the ice, and then turn back to the outbound corridor toward
the Hinchinbrook Entrance and the open sea. The captain radioed the Coast Guard’s
Vessel Traffic Service to secure permission. “Judging by our radar, I will probably
divert . . . and end up in the inbound lane if there’s no conflicting traffic—over,” he

announced.2

The Coast Guard’s monitors did not question him. One of the men on duty was on a
coffee break. In any event, it was not as if he or anyone else in the Coast Guard
could easily track the Exxon Valdez’s movements once it reached the vicinity of
Bligh. Budget cuts during the 1980s had left the Vessel Traffic Service without a
radar system that could follow ships reliably once they moved thirty or more miles
south of Valdez. Even if the Coast Guard had possessed such radar, it might not have
mattered; blood tests administered later to the two men on duty showed traces of
marijuana and alcohol.8 Regulators and the regulated had fallen into a slothful
embrace, reflecting a national political atmosphere that emphasized the benefits of
light government oversight. There was intense pressure to reduce costs within the oil
industry. A decade of operations around Valdez had passed free of major accidents.

On the bridge, Hazelwood told Gregory Cousins, his third mate, “Bring it down to
abeam of Busby and then cut back to the lanes.”

Cousins was an experienced sailor who had made the passage through Prince
William more than two dozen times, but he was not legally qualified to take control
of the ship in these waters.

“Do you feel comfortable with what we are going to do?” Hazelwood asked him.

“Yes.”



“Do you feel good enough that I can go below and get some paperwork out of the
way?”

“I feel quite comfortable.”Z

At 11:50 p.m., Hazelwood left the bridge again for his quarters. Like the drinks he
had downed less than four hours before boarding the ship, this decision was a
violation of Exxon Shipping Company policy. He said later that he left “because
there wasn’t a compelling reason to stay.”8

What occurred on the bridge in the minutes that followed would never be fully
explained. Cousins, helmsman Robert Kagan, and other crew members became
confused, attempted to turn the ship as their charts instructed, made technical
mistakes, and soon lost track of their position altogether. At last Cousins telephoned
Hazelwood: “I think we’re in serious trouble.”2

A terrible shock and sound engulfed them around ten minutes after midnight.
Cousins felt a series of sharp jolts, heard some of the ship’s relief valves open, and
smelled oil. The ship’s chief mate, James Kunkel, banged on a crew member’s door
to wake him: “Vessel aground. We’re fucked.” Bligh Reef had cut open the ship’s
belly across its length. Oil pools surfaced on the dark sea.

Hazelwood raced upstairs. He saw two officers peering overboard at the gushing oil,
its roiling blackness illuminated by a spotlight. He retreated to a toilet and vomited.
He found that he had trouble catching his breath; he felt that he had “been hit in the
breadbasket with a ten-pound maul.” He knew that “the world as I’d known it had
come to an end.”

About eighteen minutes after the first sounds of steel on rock echoed through his
ship, Hazelwood radioed the Coast Guard. “We’ve—should be on your radar there,”
he said. “We fetched up hard aground north of Goose Island off Bligh Reef.

Evidently we’re leaking some oil and we’re going to be here for a while.”12

The watch stander in Valdez telephoned the Coast Guard’s commander, Steve
McCall. “I’ve got the Exxon Valdez hard aground Bligh Reef.”

“Are you serious?”
“I’m serious as a heart attack.”

Just over thirty minutes later McCall pulled off the Valdez dock in a fast boat with



two other Coast Guard officers, a representative of the state Department of
Environmental Conservation, and two local pilots. The night had turned crisp and
clear, and when they reached the Exxon Valdez, “you could see oil bubbling out from
underneath,” recalled Mark Delozier, one of the Coast Guard officers aboard. As the
oil surfaced it “made a gurgling noise and big bloops would leap right out of the
water two to four feet. Then it would settle down to the surface.” The slick around
the ship was already twelve to eighteen inches thick.

They boarded and approached Hazelwood. “How did this happen?”
“You’re looking at it.”

Delozier stepped back and pulled a colleague into a huddle. “Did you smell what I
smelled?”

“Yeah.”

“We need to get someone out here to do an alcohol test on the captain as well as the

crew.”1L

In the days ahead Hazelwood’s intoxication would simplify perceptions of the
accident. It provided Exxon a means to narrow its responsibility. The corporation
soon dispatched a telegram to its tanker captain informing him that he had been
fired. (Hazelwood later testified that he learned of his dismissal only through media
reports.) For late-night comedians the drunk-driving imagery proved irresistible.
Hazelwood’s number-one excuse, according to a David Letterman Top Ten list: “I
was just trying to scrape some ice off the reef for my margarita.” It did not take long
for government investigators to discover, however, that the grounding had been
caused by a more complex chain of human error, abetted by inadequate regulations
and corporate safety systems.

When Steve Cowper, the governor of Alaska, arrived on the scene the next
afternoon, one of his colleagues told him that Hazelwood “may have been drinking
but I’m not sure that had anything to do with it.” A Coast Guard study would soon
conclude that the service’s own multiple deficiencies contributed significantly,
along with a pattern of expediency within the oil and shipping industries: “The game
rules now are for a professional investor to move freely within the marketplace
spending as little as is necessary. Today’s adage is to do more with less, make two
tankers do the work done by three previously.”

That had certainly been the adage at Exxon in the years before the wreck. In 1982,
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the corporation employed 182,000 people. Unexpectedly, oil prices dropped. In
response, chief executive Lawrence G. Rawl advanced a slashing campaign begun by
his predecessor, Clifton C. Garvin Jr. The campaign eliminated about 80,000 jobs by
1989—more than 40 percent of the workforce in just seven years. At Exxon’s
headquarters in a white skyscraper on Sixth Avenue in New York City, employment
fell from 1,362 to 330. The corporation’s top environmental officer at headquarters
was demoted; his staff was reorganized and absorbed by a research group. The
experts in oil spill response that wrote Exxon’s manual for disaster management also
lost their jobs. The cuts buoyed Exxon’s financial performance at a time when
competitors struggled. In 1987, Exxon reported more annual profit per employee
than any other major American corporation.

The National Transportation Safety Board concluded that third mate Cousins and his
shipmates were overworked and that cutbacks of the number of crew assigned to
Exxon tankers had compromised the ship’s ability to detect potential hazards. The
N.T.S.B. cast blame not only on Exxon Shipping, but also on the state of Alaska, the
Coast Guard, and the performance of the individuals aboard, including the captain.
Hazelwood’s decision to leave the bridge was a factor in the accident, and his

drinking may have contributed to that decision, but the failings that led the Exxon

Valdez onto the rocks ran deeper than his own.12

By Saturday, Exxon executives estimated that 240,000 barrels of crude had poured
into Prince William Sound, more than had ever been dumped into American waters
at one time. Television camera crews arrived in Valdez by the scores and beamed
out images of saturated birds and blackened sea otters. The immediate damage to
wildlife caused by a spill arises from direct contact with the oil while it is exposed
on the water or the shore. A marine mammal such as an otter will lose vital
insulation on the contaminated section of its fur, preen itself for relief, ingest the
petroleum, and soon die. Nearly 1,000 sea otter carcasses appeared in Prince
William Sound after the spill. Federal scientists never established an exact count of
the total dead, but they estimated that about 2,800 sea otters perished. With their
furry faces and pleading black eyes the otters became the symbols of a broader
wildlife massacre. Scientists later estimated that about 300 harbor seals, 250 bald
eagles, 22 killer whales, 250,000 seabirds, and billions of salmon and herring eggs
were destroyed by the initial exposure to Exxon Valdez oil.

On Saturday afternoon, March 25, Don Cornett, Exxon’s director of its office in
Anchorage, a silver-haired veteran of the corporation, telephoned George Nelson,
one of his counterparts at the pipeline consortium. Cornett would play a leading role
in representing Exxon before the media and the public in the days and years ahead.
His past assignments had included a stint as an environmental manager in the
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corporation’s marine department; he had experience with oil spills. He flew by
chartered helicopter to Valdez and hit the telephones. He would later reflect that
because of the chaotic flow of information, “it was hard to always make the right
calls. . . . The emotions surrounding the damage to the mammals and the birds were
totally understandable and totally unmanageable.” That Saturday, because he was
calling from an emergency response center, his telephone line was recorded.

“Are you getting a lot of press contacts into your office?” Nelson asked him.
“Jesus Christ. I can’t get off the telephone.”

“I thought you probably were, but many, many hundreds of them—how many of
them are down in Valdez? A whole bunch, aren’t there?”

““Yeah, yeah. Well, they’re taking some in Houston, some in New York, and I’'m
taking some here. . . . They’re getting prank calls.”

“They’re getting what?”

“Prank calls.”

“Like what?”

““You dirty bastard.’ . .. We’re getting those over here too,” Cornett said.

“Well, this is going to be a public relations nightmare.”

“Nightmare,” Cornett agreed.

“Nightmare, to say the least. Yes, to say the very least.”

“Do you know how I feel?”

“How?”

“Do you remember when Patton looked out over the battlefield and said, ‘God help

me, [ do love it so.” . . . When they were going to invade Europe, he said, ‘God

wouldn’t let this happen and not make me be in on it.” That’s the way I feel.”13

Lee R. Raymond, the president of Exxon Corporation and then its number-two
executive, heard about the grounding of the Exxon Valdez while on company
business in Jacksonville, Florida. Raymond had helped to design the ambitious



reorganization plan that had eliminated more than 40 percent of the corporation’s
employees in the years before the wreck. He was in Jacksonville because Lawrence
Rawl had sent him there to scout real estate. As part of their campaign to remake
Exxon, Rawl and Raymond had decided to move the company’s head office out of
Manhattan; Jacksonville was a possible destination. As he absorbed the news from
Alaska, Raymond said later, he was “chagrined . . . horrified and to an extent

devastated.” His wife, Charlene, told him, “It’s the first time I have ever been

embarrassed that we work for Exxon.”14

Raymond was ill with a severe spring cold and could not fly for a few days, on
doctor’s orders. Pent up in Jacksonville, restless, he began to assess the cause of the
accident and to coordinate Exxon’s response. Raymond had grown up in Watertown,
South Dakota. His father was a railroad engineer who drove trains between
Watertown and Aberdeen. In high school the younger Raymond decided to study
chemistry, particularly its mathematical aspects; he attended the University of
Wisconsin as an undergraduate and ultimately earned a doctoral degree in chemical
engineering at the University of Minnesota as a National Science Foundation fellow
and on other scholarships. He took his first job at Exxon and rose through the ranks.
He could mist up when speaking about his father or the people who worked for him
at Exxon. Normally, however, he did not come across as a sentimental man and
could be a blunt and demanding manager. At the time of the spill he was fifty years
old and had worked at Exxon for twenty-five years.

In time Raymond would draw a number of conclusions about the Exxon Valdez. One
of his earliest assessments was that environmentalists and confused politicians in
Alaska—rparticularly Alaska’s governor, Cowper—had prevented Exxon from
reducing the effects of the disaster by refusing to allow the company to spray
chemical dispersants on the oil slick during the first days, as provided for in a spill
response plan previously filed by Exxon with the state. Chemical dispersants do not
eliminate oil, but if applied correctly in favorable conditions, they can break up
concentrations and drive oil droplets underwater. That can reduce the impact on
birds and marine mammals that feed or travel at the surface. Chemically dispersed
oil may also be less likely to wash up on beaches in dangerous concentrations. Oil
driven beneath the surface might harm fish or other subsurface life, however.
Fisheries were the most important source of income and employment in Prince
William Sound. Also, several factors can limit the effectiveness of dispersants. The
chemicals are less effective in cold waters than in warmer waters. They are typically
released by aerial spraying. If the seas below are calm, as they were in Prince
William Sound during the first days after the Exxon Valdez gashed itself on Bligh
Reef, the chemicals may not churn and mix adequately. If the particular composition
of spilled oil or the chemistry of the water is unknown, then the impact of



dispersants may also be uncertain.

Chaos reigned around the decision makers on-site in Valdez on Friday and Saturday.
Local fishermen arrived at hastily arranged press conferences at the town’s civic
center, shouted questions, made speeches, and threatened to take the cleanup into
their own hands. On the stage at the press conferences stood Exxon

employees “wearing three-piece suits,” recalled Dennis Kelso, then in charge of
Alaska’s Department of Environmental Conservation. Meanwhile, in the crowd,
“there was so much fear and anger you could hear it crackling through the

audience.”12 Valdez was a small and isolated town; local oil and government
representatives struggled to make decisions while consulting with their superiors
over long-distance telephone lines. There were multiple sources of overlapping
authority: the Coast Guard, the state of Alaska, the pipeline consortium, and Exxon.
British Petroleum, the lead owner of the pipeline consortium, Alyeska, was supposed
to have ensured that preparations for response to an oil spill in the sound would be
adequate, but the consortium had failed to equip tiny Valdez with adequate boats,
vehicles, booms, leased aircraft, and other vital materials.

The Coast Guard had emergency procedures to respond to oil spills and had
supervised cleanups in the Gulf of Mexico and elsewhere, but it, too, lacked the
equipment to take full charge in Prince William Sound. Exxon lacked the means as
well, because it had been relying on the B.P.-led pipeline consortium. Exxon “had
more experience,” as a senior Coast Guard officer put it, so the Coast Guard yielded
to the corporation. Raymond later said that Exxon in fact had access to “a lot of
cleanup equipment on the ground,” but he blamed Alaskan officials for not granting
permission to use it. He also deflected any suggestion that his and Rawl’s decision to
lay off Exxon’s oil spill specialists during their cost-cutting spree had hindered the
corporation’s response: “We have people all over the world trained to handle oil
spills, even if they don’t have the exact title of oil spill specialist.”

Fishermen in Valdez believed that spraying chemical dispersants would do more
harm than good to salmon and other fish populations on which they depended.
Hundreds of thousands of young salmon were about to be released into the sound at
the start of their annual migration—if they swam through toxic oil driven beneath
the surface by dispersants, they might be destroyed before they reached maturity.
Locals voiced these fears to Steve Cowper and his advisers. Cowper authorized a few
tests, which did not turn out promisingly—the chemicals were dumped accidentally
onto cleanup crews. Coast Guard officers were not enthusiastic about using
dispersants; neither Alaskan state officials nor Environmental Protection Agency
specialists recommended going forward aggressively.
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Lee Raymond fumed. Running limited experiments in these circumstances was “like
testing the fire hose after the house is on fire,” he thought. He accepted that in cases
where the chemistry of oil and water was unknown, a dispersant plan might best be
implemented cautiously—but that was not the case here. “There is only one kind of
crude on a vessel leaving Valdez,” he said later. He was referring to the fact that
only well-known Alaska crude blends came down the pipeline and their chemistry
had been well studied. “It is one of the most susceptible of all crude oils” to
dispersants. “Therefore, that information didn’t need to be established.”

Early in his Exxon career Raymond had worked at the lab that developed COREXIT,
the dispersant available to use in the sound; he felt he knew the issues from the
molecular level on up. But Exxon executives on the scene kept telling him that “the
state and special interest groups trying to influence the state” were opposed to using
Exxon’s previously approved dispersants, and Dennis Kelso, in particular, was “flat

opposed.”€ Alaskan officials and federal scientists later concluded that there had
been neither enough chemicals nor delivery systems to make a decisive impact in
the time available, but Raymond held just as firmly to the opposite view. The deeper
this conviction took hold of him, the more it seemed to harden his belief that once
the oil began to pour into Prince William Sound, the corporation acted blamelessly,
while environmentalists did not.

“I asked you a moment ago . . . what, if anything, you felt Exxon did wrong, and I
think your answer began by saying, well, you didn’t really think it was a matter of
right and wrong,” Jim Sherman, a lawyer for the State of Alaska, asked Raymond
later at a deposition.

“Well, I don’t mean to be argumentative, but assigning blame isn’t the same as
being right or wrong,” Raymond said.

“Well, do you think the State of Alaska’s actions in the first seventy-two hours after
the spill in regard to dispersant use were wrong?”

“My own view is that dispersants should have been applied. If you are suggesting
that the state didn’t think they should be applied, then I guess we would have a
difference of view. And since I’'m right, I guess by your supposition you are wrong.”

“By those same terms, did Exxon do anything in the course of the weeks that
followed the spill that was wrong?”

“The state may have a view on that and I have a different view.”
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“I’m asking for your view, sir.”

“I think— I’m never going to say that we are always doing everything exactly right.
I would be naive to do that; but if you are asking me, are there any major decision

points that we faced in how to respond to that spill, that in hindsight we would go

back and say we think we were wrong, and I don’t think there are any.”1Z

As the oil spread, Samuel Skinner, the secretary of transportation, summoned
Admiral Paul Yost, commandant of the United States Coast Guard, to a meeting at
the White House. They waited in the West Wing for President George H. W. Bush, a
former oil wildcatter who earned his fortune in West Texas before embarking on his
career in politics, intelligence, and diplomacy. That spring President Bush was
preoccupied by events abroad—spreading dissent in Eastern and Central Europe,
pro-democracy students camped out in Beijing’s Tiananmen Square, and the rising
radicalism of Mikhail Gorbachev’s perestroika.

Admiral Yost had made his professional reputation as a patrol boat commander in
Vietnam. As Coast Guard commandant since 1986, he had pulled the service toward
military discipline. He banned beards, earning the enmity of a generation of officers,
and he moved to install naval weapons systems aboard Coast Guard vessels.

In the Oval Office, Yost briefed President Bush on the militarylike dimensions of
the Exxon Valdez crisis, “trying to explain what was needed to mobilize in a major
oil spill, and what Valdez looked like, with one or two motels, and one or two little
restaurants,” as Yost recalled it.

Bush looked at his watch. “I’ve had the German ambassador waiting for ten
minutes,” he said. “I’ve got to go see him.”

The president turned to his chief of staff, John Sununu, a former governor of New
Hampshire. “You take this into your office and get this thing moving,” he said.

Yost and Skinner trailed Sununu through the West Wing. When they sat down,
Sununu told him, “Admiral, you’re going to Alaska and you’re going to supervise
this oil spill.”

“Mr. Sununu, I’m not going to Valdez,” Yost answered. “I can’t run the Coast Guard
from Valdez. It’s a worldwide operation.”

Sam Skinner laid his hand on Yost’s shoulder. “Paul, you’re going to Alaska.”18



By the time he arrived, the debate about chemical dispersants was no longer
relevant.

On the night of Sunday, March 26, about seventy-two hours after the initial
grounding, a fierce spring storm raged through Prince William Sound. Southwesterly
gales up to seventy miles per hour blew and scattered the oil from the sea surfaces
around Bligh across to rocky island beaches dozens of miles away, on the far side of
the sound: Knight Island, Eleanor Island, Ingot Island, Disk Island, Naked Island. It
was as if someone had blown very hard on an ashtray and scattered its ashes. The
swirling winds were so strong that crude even appeared in treetops on the distant
islands. The gales rendered the earlier debates about chemical dispersants academic;
if they had been applied all out during the first three days, they might have reduced
by a little the amount of oil that the winds blew, but not enough to forestall
catastrophe.

The storm transformed the cleanup. Now the challenge became to remove the
contamination from dozens of beaches during the summer months before the snow
and harsh weather of late autumn returned. Otto Harrison, a bespectacled veteran of
Exxon’s international operations and offshore oil production, led the effort. Harrison
was to work alongside Commandant Yost. Exxon reported that it spent $2.1 billion
on cleanup operations in 1989, and even some critics of the company credited the
vigor of its efforts once the operation became organized. Disagreements persisted,
however, about whether Exxon was doing all that it could.

In public, Exxon president Lee Raymond suggested that the corporation would take

its orders about its cleanup decisions from the Coast Guard’s on-scene commander.

“That is the man we look to,” he said. “That is the man who approves our plans.”12

In private, Exxon and the Coast Guard found themselves in conflict. The
commandant “didn’t get along with [Otto] Harrison at all,” Yost recalled. His Exxon
counterpart “was a big man. He made decisions very quickly. He stood by his guns
and he wouldn’t be pushed around. . . . I told him what to do and he sometimes did
what he wanted. It was that kind of a relationship, but he was good. He was plenty
good.”

To build political support for Harrison’s decisions, Raymond and Lawrence Rawl
flew regularly to Washington to meet with Sununu, Skinner, Interior secretary
Manuel Lujan Jr., and Environmental Protection Agency director William K. Reilly.
In Juneau they pressed Governor Cowper and his aides to back Exxon’s cleanup
plan.



Commandant Yost argued about the number of workers they should deploy on the
beaches. Yost told Harrison that he wanted five thousand people hired for the
summer Crews.

“Admiral, I can’t support five thousand people on the beaches,” Harrison replied.

“Then get the support up there—that’s your problem. I want five thousand on the
beaches.”

“I’m going to the White House on this,” the Exxon executive said.

“Go ahead,” Yost replied.2Y

Soon the commandant received a call to return to Washington. He met with Skinner
again, and the Transportation secretary accompanied him to the White House to see
John Sununu.

“Admiral,” Sununu announced, “I’m not going to require five thousand people on
the beach.”

“In that case,” the Coast Guard commandant answered, “I can’t guarantee the
president that this is going to be cleaned up this summer.”

He added, “Let the record show that you’ve got a very unhappy commandant.”2L

At a congressional hearing that spring, Senator Slade Gorton of Washington State
pointed out to Exxon’s chairman that Japanese executives routinely accepted
responsibility for serious corporate failings, no matter the cause, by resigning from
their positions. Gorton asked Lawrence Rawl whether he had considered doing the
same.

Rawl was the Irish American son of a New Jersey truck driver who had enlisted in
the United States Marines, made sergeant, and then became a petroleum engineer at
the University of Oklahoma using the G.I. bill. He had spent his entire professional
life at Exxon. “A lot of Japanese kill themselves as well,” Rawl answered Gorton,

“and I refuse to do that.”22

Lee Raymond never surrendered his conviction that irrational environmentalists had
exacerbated Exxon’s problems in Alaska by their opposition to dispersant use, but he
did scrutinize the catastrophe for other lessons. One of these was that “no matter
what you decide is the right thing to do in terms of trying to deal with the spill, you



have to get after it very quickly. The lesson learned here was to try and make sure
that there were procedures both in the company and in the respective governments
that they knew and we knew that if an incident were to happen, exactly what to do
and how to do it.”

Raymond conceded that the Exxon Valdez episode suggested the need for “perhaps a
rebalancing of risk-reward in many of our operations.” The risks of accidents of the
sort that poisoned Prince William Sound that spring and summer of 1989, he said

three years later, “apparently are much higher than anybody in either our company

or the industry had envisioned.”23

John Browne—Ilater Lord Browne of Madingley—joined British Petroleum, as it was
then known, in 1966, as a university apprentice. In comparison with Lee Raymond of
South Dakota, Browne was an international and cosmopolitan figure. He was half
Hungarian, half British; he was born in Germany and spent parts of his childhood in
Singapore and Iran. As a young oil executive assigned to New York, he lived in
Greenwich Village, taught himself to cook, and spent his spare time at the opera and
in Soho art galleries. He was a charismatic young man with floppy ears and a mop of
dark hair. As he rose through B.P.’s leadership ranks, Browne began to think that
corporations “must behave consistently with the will of society,” as he put it. He
puzzled over what that insight might imply for the practices of a large oil
corporation.

The oil in the holding tanks of the Exxon Valdez had been pumped from Arctic
Alaskan fields partially owned by B.P. On the morning of the ship’s grounding,
Browne happened to be asleep at a company base camp on the North Slope, where he
had come to say good-bye to colleagues as he departed for a new assignment. At
5:00 a.m., B.P.’s Alaska general manager woke him up. “We’ve got a message,” he
reported. “There’s some oil seeping around Valdez. It’s from a tanker and they say
it’s Exxon’s. But no one seems to be doing anything.”

Browne would recall that he “knew right away that something terrible had
happened.” He boarded a plane and flew over Prince William Sound, “home to
precious wildlife” where “whales would be returning from the warm water in the
south soon.” As he peered down from above, he could see that white ice floes
already were tinged with black. It seemed to him that too little was happening by
way of response and cleanup. Where were the response boats and the booms to keep
oil off the beaches? In fact, that was a question that British Petroleum’s senior
executives should have been able to answer; the inadequate response was their
failure, too, but it would soon be overshadowed by Exxon’s culpability.
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Browne sensed that the spill’s “repercussions for the industry would be huge. It was
the start of a new chapter.”

The Exxon Valdez had “damaged not just a fragile environment but also the flimsy
trust in oil companies.” Environmental groups would “have a field day,” he
expected. Unfortunately, “it was no use” saying to them “that B.P. was better than its

competitors. The industry was now measured by its weakest member, the one with

the worst reputation. That oil company was now Exxon.”24

A few days before the Exxon Valdez ran onto Bligh Reef, tens of thousands of
Hungarians marched through Budapest. The demonstrators turned the
commemoration of an 1848 uprising against Austrian rule into a revolt against
Soviet-backed communism. “Resign!” they shouted outside downtown buildings
housing Communist Party bureaucrats. “Freedom! . . . No more shall we be slaves!”
They carried flags from Hungary’s pre-Communist era and demanded the
withdrawal of Soviet military forces. “Ivan, Aren’t You Homesick?” and “Legal
State, Not a Police State” declared their protest signs.

The defiant march added to the cracks spreading that spring through the structures of
global politics. The Berlin Wall fell a few months later, in November. The Soviet
Union fissured and then disappeared. Democratic and free-market revolutions and
revivals swept through Central Europe, Africa, Asia, and Latin America. Ethnic,
religious, and territorial conflicts, long subdued by the cold war, erupted one after
another. The world was remade, tossed, liberated—and reopened for international
business.

The Valdez wreck stunned Exxon and its rising leader, Lee Raymond. The disaster
would change the corporation profoundly. Internal reforms imposed by Raymond in
response to the accident would turn one of America’s oldest, most rigid corporations
into an even harder, leaner place of rule books and fear-inspiring management
techniques. At the same time, Raymond and the rest of Exxon’s leaders would
gradually pass through the introspection triggered by the Valdez spill and seek out
the oil and gas plays that opened so unexpectedly after 1989. An age of empire
beckoned America and Exxon alike.

In a bracingly short time, Anglo-American optimism and idealism about free
markets, foreign investment, and the rule of law found adherents in the most
unlikely world capitals. Brand-new nations brimming with oil and gas and others
previously closed to Western corporations hung out FOR LEASE signs to lure
geologists from Houston and London: Russia, Kazakhstan, Azerbaijan, Angola,
Qatar, and tiny Equatorial Guinea, on the West African coast, soon to market itself
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through its Washington lobbyists as the “Kuwait of Africa.” These post—cold war
opportunities for American, British, French, and Italian oil companies could be
ambiguous, risky, and sometimes fleeting. Resentful nationalism and suspicion of
the United States and Europe persisted in many capitals of the new oil powers. State-
owned petroleum companies from China, India, Brazil, and elsewhere were rising
quickly as competitors. Exxon might be America’s largest and most powerful oil
corporation, but it would require all the political influence, financial resources,
dazzling technology, speed, and stamina that its leaders could muster to seize the
lucrative oil deals made possible by communism’s fall and global capitalism’s
revival.

The United States now stood unchallenged as a worldwide military power. Exxon’s
empire would increasingly overlap with America’s, but the two were hardly
contiguous. Pentagon policy, after the Soviet Union’s demise, sought to keep
international sea-lanes free; to reduce the global danger of nuclear war, terrorism,
and transnational crime; to manage or contain Russia and China; to secure Israel;
and to foster, against long odds, a stable Middle East from which oil supplies vital
for global economic growth could flow freely. Exxon benefited from the new
markets and global commerce that American military hegemony now protected. Yet
the corporation’s activity also complicated American foreign policy; Exxon’s far-
flung interests were at times distinct from Washington’s. Lee Raymond would
manage Exxon’s global position after 1989 as a confident sovereign, a peer of the
White House’s rotating occupants. Raymond aligned Exxon with America, but he
was not always in sync; he was more akin to the president of France or the
chancellor of Germany. He did not manage the corporation as a subordinate
instrument of American foreign policy; his was a private empire.

Exxon’s power within the United States derived from an independent, even
rebellious lineage. The corporation had been hived off from John D. Rockefeller’s
Standard Oil monopoly in 1911, after a bruising antitrust campaign led by economic
reformers and populist politicians. The visceral hostility toward Washington
sometimes eschewed by Exxon executives eight decades later suggested some of
them had still not gotten over it.

Exxon’s size and the nature of its business model meant that it functioned as a
corporate state within the American state. Like its forebearer, Standard, Exxon
proved across decades that it was one of the most powerful businesses ever produced
by American capitalism. From the 1950s through the end of the cold war, Exxon
ranked year after year as one of the country’s very largest and most profitable
corporations, always in the top five of the annual Fortune 500 lists. Its profit
performance proved far more consistent and durable than that of other great
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corporate behemoths of America’s postwar boom, such as General Motors, United
States Steel, and I.B.M. In 1959, Exxon ranked as the second-largest American
corporation by revenue and profit; four decades later it was third. And more than any
of its corporate peers, Exxon’s trajectory now pointed straight up. The corporation’s
revenues would grow fourfold during the two decades after the fall of the Berlin
Wall, and its profits would smash all American records.

As it expanded, Exxon refined its own foreign, security, and economic policies. In
some of the faraway countries where it did business, because of the scale of its
investments, Exxon’s sway over local politics and security was greater than that of
the United States embassy. In impoverished African countries increasingly
important to Exxon’s strategy, such as Chad, the weight of the corporation’s
investments and the cash flow it shared with local governments overwhelmed the
economy and became the central prize in violent local contests for power. In
Moscow and Beijing, Exxon’s independent power and negotiating agenda competed
with and sometimes attracted more attention than the démarches issued by American
secretaries of state. Yet the corporation could also be insular and even passive in the
faraway places where it acquired and produced oil and gas. It fenced off local
operations and separated its workforce from upheaval outside its gates. If its oil
flowed and its contract terms remained intact, then Exxon often followed a directive
of minimal interference in local politics, especially if those politics were
controversial, as in the case of the African dictatorships with which the corporation
partnered, or the countries, such as Indonesia and Venezuela, where civil conflict
swirled around Exxon properties. In Washington, Exxon was a more confident and
explicit political actor. The corporation’s lobbyists bent and shaped American
foreign policy, as well as economic, climate, chemical, and environmental
regulation. Exxon maintained all-weather alliances with sympathetic American
politicians while calling as little attention to its influence as possible.

The cold war’s end signaled a coming era when nongovernmental actors—
corporations, philanthropies, terrorist cells, and media networks—all gained relative
power. Exxon’s size, insularity, and ideology made its position distinct. Unlike
Walmart or Google (to name two other multinational corporations that would rise
after 1989 to global influence), the object of Exxon’s business model lay buried
beneath the earth. Exxon drilled holes in the ground and then operated its oil and gas
wells for many years, and so its business imperatives were linked to the control of
physical territory. Increasingly, the oil and gas Exxon produced was located in poor
or unstable countries. Its treasure was subject to capture or political theft by coup
makers or guerrilla movements, and so the corporation became involved in small
wars and kidnapping rackets that many other international companies could
gratefully avoid.
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The time horizons for Exxon’s investments stretched out longer than those of almost
any government it lobbied. “We see governments come and go,” Lee Raymond once
remarked, an observation that was particularly true of Washington, with its

constitutionally term-limited presidency.22 Exxon’s investments in a particular oil
and gas field could be premised on a production life span of forty or more years.
During that time, the United States might change its president and its foreign and
energy policies at least half a dozen times. Overseas, a project’s host country might
pass through multiple coups and political upheavals during the same four decades. It
behooved Exxon to develop influence and lobbying strategies to manage or evade
political volatility.

American spies and diplomats who occasionally migrated to work at Exxon
discovered a corporate system of secrecy, nondisclosure agreements, and internal
security that matched some of the most compartmented black boxes of the world’s
intelligence agencies. The corporation’s information control systems guarded
proprietary industrial data but also sought to protect its long-term strategic position
by minimizing its visibility. Exxon’s executives deflected press coverage; they
withheld cooperation from congressional investigators, if the letter of the law
allowed; and they typically spoke in public by reading out sanitized, carefully edited
speeches or PowerPoint slides. Their strategy worked: Exxon made a fetish of rules,
but it rarely had to justify or explain publicly how it operated when the rules were

gray.

As the Valdez wreck made obvious, Exxon’s massive daily operations—soon to
produce 1.5 billion barrels of oil and gas pumped from the ground each year, and 50
billion gallons of gasoline sold worldwide—posed huge environmental risks. After
the Valdez, Exxon would become again, as it had been in the first decades of
Standard Oil’s existence, the most hated oil company in America.

When gasoline prices soared, American commuters felt powerless before its
influence. In effect, Exxon was America’s energy policy. Certainly there was no
governmental policy of comparable coherence. After fitful, failed efforts to wean
itself from imported oil during the 1970s, the United States had evolved no effective
government-led energy strategy. Its de facto policy was the operation of free
markets amid a jumble of patchwork subsidies, contradictory rules, and weak
regulatory agencies. The very weakness of policy favored Exxon. As the public’s
frustration grew over rising pump prices and dependence on oil imports that
transferred billions of dollars to hostile regimes overseas, Exxon became a natural
lightning rod. The corporation managed this criticism with the same coolheaded
patience and indifference that it employed to endure political risk in tin-pot African
dictatorships. Compromise was not the Exxon way.
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PART ONE
o ——
THE END OF EASY OIL



One

“One Right Answer”

Sidney J. Reso was typical of the men who rose into Exxon’s senior leadership
ranks: an engineer by academic training; an Exxon employee for life; married for
thirty-seven years to his wife, Patricia; and quietly appreciative of his privileges as
his wealth grew. He maintained a membership at the Spring Brook Country Club
near his office in New Jersey and owned a vacation condominium by the shore in
Florida. He was not a man given to radical decisions or departures.

It did not augur well, then, when a neighbor discovered his car idling with the driver-
side door open at the end of his 250-foot driveway on a wooded cul-de-sac in Morris
Township at 8:00 a.m. on the morning of April 29, 1992. Reso had passed through
the front door of his large brick-and-clapboard home as usual at 7:30 a.m. that
Thursday morning to make the fifteen-minute drive to his office in Florham Park.
There he served as the president of a large international Exxon division responsible
for oil and gas exploration and production outside of North America. Police quickly
circulated fliers seeking information about a missing white man, five feet ten inches

tall, 180 pounds, with blue eyes and gray hair showing a reddish tint..

Lawrence G. Rawl, Exxon’s soon-to-retire chief executive, and his successor, Lee
Raymond, were together at an Exxon board of directors meeting in Dallas. The
annual shareholder meeting would soon begin; each year, the board held a meeting
beforehand. Resolutions and board member election voting passed in a ritualized,
scripted session. A senior executive in Exxon’s security department entered and
leaned over Lee Raymond’s shoulder as he read out to the room from prepared
materials. “I’ve got to talk to you,” he said. “Right now.”

Raymond excused himself and returned a few minutes later to report, “Sid’s been
kidnapped.”

The board sat in silence. Kidnappings were a periodic threat; attempts against
executives came and went in waves. In 1974, Exxon had paid $14 million to free one
of its executives, Victor Samuelson, from the Marxist People’s Revolutionary Army
in Argentina. The feeling in the room was, “Not another one.” Rawl was upset; Reso
had worked directly for him for years.



A telephone caller had already issued a ransom demand to the corporation, security
reported. Rawl called in the Federal Bureau of Investigation. Its director, William
Sessions, began to call Raymond each morning to deliver updates. Running their
investigation out of Newark, F.B.I. agents required several days to conclude that the
initial caller seemed to be authentic. A ransom note demanded that Exxon gather
$18.5 million in old one-hundred-dollar bills, load them into laundry bags, and
prepare for a drop. The demand came from the Fernando Pereira Brigade, Warriors
of the Rainbow. The name referred to the freelance photographer who drowned in
the Pacific Ocean in 1985 when French intelligence agents sank the Rainbow
Warrior, a vessel belonging to Greenpeace, the environmental crusaders, as it led a
seaborne protest against nuclear weapons testing in French Polynesia. Since the
Exxon Valdez spill, Greenpeace had made Exxon a prominent target of its anti-oil
campaigning, but the group propounded nonviolence and civil disobedience, not
kidnapping. (“This tragic allegation does a real disservice to legitimate
environmental organizations working to protect our global environment,” its
executive director, Steve D’Esposito, told a reporter while denying any

involvement.)2

The kidnappers communicated sporadically after their initial ransom demand. The
F.B.1.’s agents spread out across New Jersey to conduct a massive investigation.
Patricia Reso twice appeared on television to issue appeals on behalf of her family.
(“Wherever he is, I wonder if he’s cold,” she said of her husband, “because his
overcoat was in the car.”) As the weeks passed, the kidnappers threatened a wider
war against Exxon. “If you choose not to pay, Reso will die in 24 hours,” a letter
delivered in early June declared. “If you interfere in any way with the [money]
delivery prior to Reso’s release we will strike at our selected targets. These people

will not be seized [that is, kidnapped] but will be treated as soldiers in war.”2

Rawl and Raymond visited the F.B.I."s task force in Newark and were impressed by
the scale of the effort. In this age before cell phones, the bureau’s investigators
hypothesized that the kidnapper would use a public pay phone to communicate. They
also figured he was probably still in the area. The task force rounded up enough
agents to stake out every pay phone within a twenty-mile radius of the kidnapping
site. On the night of June 18, one of these F.B.I. surveillance teams watched a blond
man wearing gloves make a telephone call at a pay phone at a New Jersey shopping
mall. The agents followed the caller’s Oldsmobile and arrested the man shortly after
midnight. In the car they found laundry bags and a briefcase containing a 1985

directory of the home addresses of Exxon executives.? Sessions called Raymond: “I
think we got him.”2



Arthur Seale grew up as the son of a policeman in Hillside, New Jersey, a middle-
class town of about twenty thousand. At twenty-one he married a wealthy town girl,
Jackie Szarko, whose parents owned properties, a liquor store, and a delicatessen.
Arthur followed his father onto the Hillside police force but was suspended twice
and fined three times in six years for defying orders and drawing his gun
inappropriately. He later resigned with a $10,000 annual injury pension and took a
job in Exxon’s security department in the New York area. He worked initially as a
chauffeur. Whether Exxon knew of his trouble in Hillside before it hired him is not
clear, but Seale performed well enough to move up to a corporate security position
in Florham Park, where he earned as much as $60,000 in salary. He became angry,
however, when former F.B.I. agents were promoted ahead of him, and in 1987,
Exxon dismissed him. He nurtured a grudge against the oil company and the F.B.I.

Arthur and Jackie Seale moved to Hilton Head, South Carolina, where they
purchased a furniture store, bought a marsh-front house in an exclusive
neighborhood, enrolled their children in private schools, and seemed to have
reestablished themselves. After a little more than a year, however, they hastily

moved away from South Carolina, evading $715,000 in debts and court claims.

Before long they had returned to New Jersey to live with Arthur’s parents.%

According to court records, in December 1991, Arthur and Jackie had started to
covertly survey Sidney Reso’s cul-de-sac and to plot a kidnapping scheme. The
couple constructed a wooden box six feet four inches in length and three feet six
inches in width and placed it in a rented storage locker. Arthur consulted bankers in
the Bahamas about how he might avoid taxes if he came into a large pile of cash.

On that Thursday spring morning at the base of his driveway, when Sidney Reso
stopped as usual to pick up his newspaper, Arthur Seale grabbed him by the collar,
wrestled him toward a white van, and in the scuffle, accidentally fired a .45-caliber
pistol, wounding Reso in the forearm. Seale said later that his wife treated the wound
with hydrogen peroxide and that the victim called him “sir” as he bound and gagged
him with duct tape and placed him in the prefabricated wooden box. In Seale’s

estimation the container was “much larger than a coffin . . . more like a closet.”Z
On the afternoon of May 2, the kidnapper and his wife inspected their container and
discovered that Reso had died. They hauled his body to a state forest in southern
New Jersey and buried him. Afterward they continued to demand ransom from
Exxon until the F.B.I. arrested them.

The Exxon Valdez accident had been preventable. It exposed the risks that arise when
industrial systems of enormous scale and consequence are entrusted to imperfect



human beings without adequate safeguards. Sidney Reso’s death three years later
was of a different character and perhaps not preventable at all. Like the spill in
Prince William Sound, however, it shocked Exxon’s leaders and employees.
Lawrence Rawl was crushed by the loss of his colleague. The kidnapping reinforced
a broader sense within the corporation, reeling from criticism and lawsuits over the
Valdez, that it was under siege. It reinforced, too, a sense that Exxon’s leaders might
need to find new ways to exert greater control over the world in which they operated
—to seek a “rebalancing,” in Lee Raymond’s phrase, of the management of risk. The
changes that Raymond would soon impose on Exxon would alter the experience of
every employee and manager who worked at the corporation in the years to come.

During the early 1990s, Exxon increasingly became Lee Raymond’s company.
Lawrence Rawl retired as chairman in 1993 at age sixty-five, but the practical
transfer of power had begun earlier. After the Exxon Valdez grounding, at the
corporation’s monthly board meetings, it was Raymond who reported to the board
about the results of his investigations into the accident’s causes and about his
assessment of what corporate policies should be changed in response. His updates
and recommendations for reform, linked to the Valdez investigations, were part of

“every board meeting for probably two and a half years,” he recalled.

The Valdez wreck and soft global oil prices, which argued for cost cutting beyond
the steep reductions of the 1980s, offered an opportunity to push through sweeping
management reforms within Exxon at a pace that would have been difficult to
achieve without the rationale of crisis. Even before the accident, Rawl had been
trying to shake up Exxon’s bureaucratic ways. The 1980s had been a painful decade
for oil corporations. Two Arab embargoes during the previous decade (designed to
punish the United States for its support of Israel), followed by the 1979 Iranian
Revolution, had driven crude prices to unprecedented highs, but by late 1985, prices
had collapsed steeply. The unexpected drop squeezed cash flow so badly that for a
short period Exxon borrowed money to pay its shareholder dividend. According to
Raymond, Rawl, the former marine sergeant, believed that Exxon was “top heavy”
and “didn’t have the accountability it needed. . . . We had committees on
committees.” Advancing his mentor’s drive to tear up the old Exxon organization
charts and march forward in double time, Raymond drove home an operating

philosophy in which managers would be measured more directly for their

performances, and safety systems would be driven relentlessly toward zero defects.2

Raymond set up a program for every Exxon division and affiliate worldwide to
“reappraise risk.” Many large industrial corporations sought to emphasize worker
safety, but after the Valdez and Reso episodes, Exxon’s system became deeper and
more pervasive than that of any of its peers. To encourage internal whistle-blowing



about safety, fraud, or discipline problems, Raymond established a “hotline or
anonymous post office box” where employees could report violations. He oversaw
changes in Exxon’s drug and alcohol policy: He scrutinized every job category and
named about 13 percent of them as “designated safety positions” that would
henceforth be subject to special rules—these positions included not only oil tanker
captains, but also gasoline delivery truck drivers and equipment operators in
refineries and chemical plants. In the future, if an employee voluntarily entered drug
or alcohol rehabilitation, he or she would not lose employment at Exxon but would
be prohibited from ever working again in one of the designated safety jobs. A new
drug- and alcohol-testing program took hold, affecting both those who had sought
treatment and all of those who worked in the designated safety jobs, irrespective of
their personal histories. Raymond decided that the latter category should include the
corporation’s top three hundred executives, even if all they did was push paper; this
edict became known as the Raymond Rule. The rules seemed more likely to drive
alcoholism among senior executives into the shadows than to ensure sobriety at the
top, but the emphasis now was on universal, mechanical systems.

To revamp its internal Global Security organization and prevent any recurrence of a
crime like the Reso kidnapping, Exxon hired Joseph R. Carlon, a former assistant
director for investigations and intelligence at the United States Secret Service. Soon
Exxon’s senior executives enjoyed personal protection regimes similar to those of
American presidential candidates or holders of high national office. If a board
member participated in a confidential discussion by telephone in his or her home,

corporate security vetted the caller’s houseguests and surveyed the number of

telephone extensions, to prevent anyone from sneaking onto the line.1Y

The corporation’s revitalized safety and risk management drive increasingly took on
the trappings of a cult. Exxon departments worldwide organized regular safety
meetings and competitions. Groups of employees that had no reportable accidents or
safety incidents might win gift cards to Walmart or blue safety jackets with the
names of the winning employees stitched onto the breast pockets. The prize-chasing
worker collectives ensured that office clerks did not leave their file drawers open,
lest someone bump against them. Failing to turn off a coffeepot might draw a
written reprimand. Cars had to be backed in to parking spaces, so that in case of an
emergency, the driver could see clearly while speeding away and would not
inadvertently injure colleagues. “You would not believe the number of hours we
listened to them talk about driving slowly in the parking garage,” a former manager
recalled. To discourage speeding down long plant driveways, the corporation
installed electric signs linked to radar guns.

Every meeting at every Exxon office, no matter the agenda and no matter the



personnel assembled, had to begin with a “safety minute,” akin to a blessing before a
meal, in which a randomly chosen employee would speak briefly about one safety
issue or another. “Please take note of the Exit sign in the hallway,” the briefer might
say, “and note that the stairway to the outdoor plaza lies to the left of the meeting
room door.” If a group of employees worked together for years in the same office
and held a lot of meetings, it could be very difficult to come up with a fresh safety
minute, and so the briefings could become as repetitive as the routines of
commercial flight attendants before takeoff. Safety minutes gradually became
commonplace at many corporations engaged in dangerous industrial operations, but
few companies enforced them like Exxon. (Chevron Corporation and British
Petroleum later adopted the safety minute idea, and a scientist at one of the
competitors reported to a friend at Exxon, “They’ve been assimilated into the Exxon
Borg.”) Reportable injuries tracked in statistical reports would soon include food
poisoning, bee stings, stapler pricks, and paper cuts. As one of the corporation’s
senior safety managers would later explain: “If we have a whole lot of paper cuts
going on, we have to ask ourselves, ‘Well, what do we do to avoid paper cuts? Do we

ask people to use gloves when they use the copy machine?’”1L

The group safety confessionals at Exxon offices and plants covered conduct beyond
the workplace: The correct use of a ladder while cleaning gutters at home might be
discussed, or the imperative of wearing seat belts during the daily commute, or the
danger of getting too much sun on a beach vacation. At these meetings employees
stood and shared with their colleagues stories of “near-misses,” as in a 12-step
recovery program. One twenty-eight-year manager recalled listening to a colleague
confess that an object had flown out of his lawn mower while he was cutting the
grass at home and had struck him in the leg.

On Exxon billboards, office walls, and corporate vehicles worldwide the company
would ubiquitously post a motto adopted from its oil drilling division: “Nobody Gets
Hurt.” In Africa, workers were required to submit to blood tests to prove that they
had taken their antimalaria medication, Malarone; if they failed the test, the workers
could be fired and sent home on a plane ticket they paid for themselves. Particularly
in poorer countries without traffic enforcement, if accidents became a chronic
problem, Exxon would install electronic monitoring systems in its vehicles to track
drivers’ whereabouts remotely, to ensure they did not exceed the company’s own
imposed speed limit. Managers purchased radar guns and dispatched oil workers

onto rudimentary clay African roads to monitor their colleagues’ speeds. Drivers

might be fired for a single violation.12

Raymond integrated the new corporate safety rules into an intensified top-down
culture of command management emanating from Exxon’s headquarters. At his



yearly meeting with Wall Street analysts, he conspicuously announced Exxon’s
safety record before enumerating the corporation’s profit performance. He described
his safety drive as a proxy for more far-reaching changes that would ultimately
manifest themselves on the bottom line: “The only way you can be successful in the
area of safety is through disciplined commitment and day-to-day management of the

business.”13

In 1992, the year of Sidney Reso’s death, Exxon unveiled to its employees and
executives a universal new management regime, the Operations Integrity
Management System, or O.I.M.S., “more vinyl binders than you can possibly
imagine, every single goddamn aspect of how we operate,” as a former executive put
it. “So there could be no excuses.” O.I.M.S. involved “Framework Expectations™
about eleven “Elements.” These included the basic challenge of risk assessment and
management. O.I.M.S. section 2.1 declared, “Risk is managed by identifying
hazards, assessing consequences, and probabilities.” Five subsections of the rule
outlined how to achieve this goal through the use of data, documentation, and
outside evaluators.

The system also addressed human frailty in the workplace. Section 5.5 prescribed
that Exxon employees should “routinely identify and eliminate their at-risk

behaviors and those of their co-workers” while ensuring that “Human Factors,

workforce engagement, and leadership behaviors are addressed.”14

The legacy of catastrophic failure in Prince William Sound proved nonetheless to be
persistent. Fortune had ranked the corporation as America’s sixth most admired
before the accident; afterward, it fell to one hundred and tenth. Telephone operators
in the Exxon credit card department heard so much abuse from angry customers who
used the Valdez accident to vent their spleens that the corporation made counselors
available to console its employees. Many years after the grounding, the
corporation’s public affairs department organized focus groups with North American
opinion leaders. When the moderator pronounced the word “Exxon” and asked for a

free-association response, more than half of the participants blurted out, “Valdez.”12

Initially Raymond sought to address the claims of Alaskan fishermen, cannery
workers, and small business owners affected by the Valdez spill by handing out $300
million in compensation without asking for legal releases. Soon he chose to defend
Exxon’s position by fighting lawsuits filed by the state of Alaska, the federal
government, Alaskan businesses, and individuals. Raymond rejected all efforts to
extract punitive damages from Exxon. He accepted in principle that his corporation
was liable for actual damages in Alaska where such claims could be proven—he
settled virtually all of those claims by 1994. But punitive judgments levied as a



deterrent or as a source of emotional satisfaction Raymond would fight as long as it
took. “It was a very tough time for them,” but increasingly Exxon’s leadership group
concluded that the anti-Exxon campaigning after the Valdez spill “was unfair,”
recalled Kathleen Cooper, who joined Exxon as its chief economist in 1990. “They
paid compensation immediately—sooner than some companies might have. . . . At
some point we said, ‘We’ve spent a lot of money, we have done it on a proactive

basis, and we just can’t keep going.” We need to say, ‘This is it.” That is what

Raymond was saying and I think the whole company was behind him.”16

The seeming virulence of Exxon’s permanent opposition—Greenpeace and other
environmentalists, dissident shareholders, Manhattan and Hollywood liberals, and
assorted magical thinkers about wind and solar power (as Exxon executives tended
to view those who believed renewable sources could meet America’s energy
requirements anytime soon)—strengthened the solidarity among Exxon’s besieged
executives. Gradually they returned to the operation of their oil and gas business for
the profit of their shareholders. And they found a setting more compatible with their
Alamo attitudes: They moved to Texas.

A click, click, click of heels on marble echoed through the vast lobby at intervals as
women in charcoal pantsuits and men in dark suits and white shirts slipped through
electronically controlled glass security chambers and crossed before a reception
desk. The passing Exxon executives politely acknowledged the uniformed guards,
who replied in turn with a formal “Mr.” or “Ms.” The corporation’s new campus in
the featureless exurban city of Irving resembled a high-end condominium
community or a prosperous modern college set amid pine trees, wind-bent mesquite
trees, and green lawns. Breezes rippled a small man-made lake. The main building
was of modest height and sleekly constructed from granite, smoked glass, and
polished marble. On one side of the lobby rose a tall, photo-realistic oil painting of a
pristine alpine village on a lake with snowcapped mountains in the distance;
opposite was an equally large canvass depicting a desert canyon. Visitors killed time
in square-backed leather club chairs beneath the paintings. The aesthetic suggested a
Four Seasons hotel without many guests. A second wall of security-controlled glass
doors awaited visitors entering the top floor. There, it was necessary to wait for the
doors behind to close before access to the inner executive suite—known to
employees as the God Pod—would be granted. The God Pod contained about twenty
thousand square feet of office space housing just four or five executive suites,
including Lee Raymond’s, as well as conference rooms. Inside, it sometimes felt as
if a neutron bomb had recently detonated, killing off the local population but leaving
the elegant physical facilities intact. The persistent quiet and formality of the
headquarters building had an ominous quality; some employees referred to Irving as



the “Death Star.”1Z

Until its retreat to Texas in 1993, Exxon had been rooted in Manhattan since 1885,
when John D. Rockefeller and his founding partners at Standard Oil of Ohio had
moved their headquarters from the city of Cleveland to 26 Broadway. The son of a
traveling elixir salesman, Rockefeller had rebelled against his father’s example by
following his frugal mother’s advice and growing up to become disciplined, orderly,
circumspect, earnest, and religiously devout. As American oil consumption boomed
in the late nineteenth century, he and his partners methodically seized control of the
industry, destroyed their competitors, innovated with technology, and built the first
“integrated” oil company, meaning that they controlled the profitable exploitation of
oil from the wellhead through the refining process to the retail sale of gasoline. At
its peak Standard Oil controlled 90 percent of the American oil market. From its
early days it attracted the same kind of opposition that would shadow Exxon a
century later—muckrakers, journalists, trustbusters, and other American factions
suspicious of concentrated industrial power. The muckraker Ida Tarbell’s nineteen-
part McClure’s Magazine series, published in 1904 as the book The History of the
Standard Oil Company, attacked the corporation’s power but acknowledged the
strengths of its scientific culture: “From the beginning the Standard Oil Company
has studied thoroughly everything connected with the oil business. It has known, not
guessed at, conditions. It has had a keen authoritative sight. It has applied itself to its

tasks with indefatigable zeal.”18 “Bringing order to chaos” was the way Rockefeller
had once described his monopoly. That ambition had not ebbed within Exxon almost
a century later.

Tarbell’s investigation accelerated a movement to break up Standard Oil on antitrust
grounds. By the time the United States Supreme Court ordered the company’s
dismantlement in 1911, John D. Rockefeller had retired and taken up philanthropy.
The largest of the “baby Standards” born from the breakup was Standard Oil of New
Jersey. It later marketed itself and its products under the Esso, Enco, and Humble
Qil labels before modern branding specialists settled on Exxon in 1973. At the time
of the Exxon Valdez spill the corporation remained by far the biggest oil company in
the United States—twice the size of the next largest, Mobil QOil, another baby
Standard, the successor to Standard Oil of New York; larger still than Chevron, the

successor to Standard Oil of California; and ten times the size of the Atlantic

Richfield Company, initially born of the Standard monopoly as a refiner.12

Exxon hewed most closely to the Rockefeller inheritance of discipline, rigor,
technological research, and unsentimental competition. By the 1990s, there were
“lots of wrong ways of doing projects—and then there [was] the Exxon way,” as Ed



Chow, a longtime Chevron executive, put it. Exxon’s managers and engineers were
“very, very prickly as partners . . . and they don’t like to be partners, unless they’re
the operator,” a competing executive said. At industry meetings the Exxon
participants could be easily identified: conservatively dressed, hairstyles that
seemed influenced by military rules, cliquish, secretive, and businesslike. Senior
executives who rose through Exxon’s ranks reinforced with one another that they
served a corporation whose “fundamentals” traced in important ways all the way

back to Rockefeller, as Raymond put it.22

Executives at other oil companies tended to regard their Exxon cousins as ruthless,
self-isolating, and inscrutable, but also as priggish Presbyterian deacons who
proselytized the Sunday school creed Rockefeller had lived by: “We don’t smoke;
we don’t chew; we don’t hang with those who do.” Ethics rooted in Judeo-Christian
religious tradition were part of the fabric of Exxon. “They encourage you to get
married,” a former manager recalled. Such values were “not just a lot of lip service,”
said another longtime executive. “J. D. Rockefeller went to church every Sunday and
his employees better by God go to church on Sunday or they were not good
employees. It is kind of a legacy. When I went to work for the company in the 1970s,
managers would have employees join hands around the table and pray for the

success of Exxon.”2L Compared with executives at San Francisco-based Chevron or
the international behemoths of British Petroleum and Royal Dutch Shell, a British-
Dutch conglomerate, senior executives at Exxon sometimes lacked what bicoastal
American or European executives would call worldliness. Many of Exxon’s U.S.-
based executives traveled extensively but remained insulated, introverted; when they
mingled, it was to golf or hunt with others like themselves.

Manhattan no longer seemed a suitable base. Striving senior executives would
typically arrive at Exxon’s modern headquarters, a towering white skyscraper, at
around 7:30 a.m., only to find it vacant because there were no early-morning go-
getters. Long commutes from the suburbs seemed to deter early birds; in any event,
the sense among some executives was that a lethargy had set in. “You could have
thrown a bowling ball down the fifty-third floor,” where top executives work, “and it
wouldn’t have hit anybody,” recalled one manager. Howard Kauffmann, the
corporation’s president at the time, advised the executives he met who were anxious
for change: “If you ever get this place in a van, make sure it drives at least two days
before it stops.” When Rawl and Raymond decided to move, around 1987, Rawl
pulled a map of the United States out of his desk and they quickly drew Xs through
one section of the country after another—the West Coast because its taxes were
high, the North because it was cold, the far Southwest because it seemed too out of
the way. That left them with the Confederacy, essentially. They scouted new



headquarters sites in Atlanta, Jacksonville, Charlotte, Houston, Austin, and Dallas;
narrowed the choice to Texas; and bought some land in Austin. They ultimately
selected Dallas because it was easy to reach from around the world and would keep
the headquarters away from the oil provincialism of Houston, where Exxon already
had a large presence. They sold the Sixth Avenue building in Manhattan and reaped

$477 million.22

Exxon recruited heavily from the petroleum engineering departments of the public
universities of America’s South, Southwest, and Midwest. By locating its
headquarters in Texas, the corporation placed itself in the landscape to which many
of its long-tenured American employees belonged. Exxon maintained “kind of a
1950s southern religious culture,” said an executive who served on the corporation’s
board of directors during the Raymond era. “They’re all engineers, mostly white
males, mostly from the South. . . . They shared a belief in the One Right Answer,

that you would solve the equation and that would be the answer, and it didn’t need to
be debated.”

The executive was startled to discover at one point that the corporation’s top five
leaders, all white males, were the fathers, combined, of fourteen sons and zero
daughters. The mathematical probability that such a quirk had no basis in the
corporation’s social mores was low. “What is there in the culture here that promotes

people with sons?” he wondered. Sports? Hunting? He could not figure it out, if

there was indeed something other than a fluke to discern.23

Lee Raymond, a son of the working-class Great Plains, considered himself
unabashedly to be a “free-market capitalist” and resisted government intervention
and regulation instinctively; Dallas suited him. When Raymond found himself in a
public battle with gay rights organizations over his decision to deny corporate
benefits to same-sex partners of his employees, a board member challenged him to
at least make a public statement saying the corporation did not discriminate on the
basis of sexual orientation. Raymond declined. He told colleagues that he did not
pay much attention to matters such as sexual preference, but he was not going to
make an announcement.

“Do you discriminate against people based on sexual preference?” the director
asked.

“Of course not,” Raymond answered.

“Then why don’t you say it?”



“Well, it’s not required by law.”

“But it’s a freebie,” the director persisted, speaking later to one of Raymond’s
lieutenants.

The executive retorted: “What’s next? Polygamy?”24

The Exxon way included an updated version of a decades-old employee ranking
system in which each year all managers were required to assign a number rating to
all personnel under their supervision, ranking those of similar pay grade from best to
worst, and to recommend high performers for assignments that would groom them
for later leadership. The evaluations covered judgment, creativity, leadership,
competence, sensitivity, and other subjective qualities, but there was no grading on a
curve; supervisors were required to distribute outstanding and inadequate grades in
even proportions. Those initially ranked in the top tier were then promoted into a
group of similarly ranked high performers to determine which of those would
emerge as the best of the best. The winners could expect to be promoted quickly, but
also to have to pick up and move every few years. The system, analogous to natural
selection, hardened Exxon’s culture and wrote the corporation’s D.N.A.: It was
driven by numbers, focused tightly on performance, and in many ways inflexible.
“The forced ranking system was poisonous,” said one manager who went through it
successfully. “It created feelings of distrust with your coworkers because of the
competition and the zero-sum consequences.” Amid cost reductions, reassignments,
demotions, salary reductions, and job cuts, the pressure only intensified. A former
executive once described the ranking system as “dog-eat-dog competition under the
patina of working together.”

Even before the Valdez, Exxon had been a place that emphasized procedure and
cultivated orthodoxy; with the inauguration of O.I.M.S., the i-dotters and t-crossers
rose to predominant authority. Because of the nature of its business, Exxon’s
recruitment was biased toward engineers, scientists, accountants, and personalities
who were comfortable with rules—people who were pleased, even eager, to work for
one company all their lives, and to move from place to place in its service. Senior
executives noticed that employees tracking for management tended to reach a point
—somewhere around four to seven years after joining the corporation—when they
either committed to Exxon or left. Those who stayed did not find O.I.M.S. ironic or
extreme; they liked the culture of discipline and accountability. Restless free
thinkers and habitual dissenters who accidentally got hired (often as scientists)
tended to decide quickly that they would be happier elsewhere. The result was a

corporation led in its upper management ranks by people who were not only

supporters of the O.1.M.S. reforms, but true believers.22



Around an industry conference table, Exxon’s delegation usually dominated. “You
don’t like them, but you respect them a lot because you know that they’re really
smart,” said a competing executive. An Exxon delegate to an industry committee
meeting typically arrived with a binder full of research, colorful PowerPoint slides,
and carefully outlined remarks that reinforced the impression that he was “the
smartest guy in the room.” Exxon’s sheer size meant it enjoyed advantages of
research and scale; if Mobil dispatched one lawyer to an industry conference, he

might arrive to see two or three from Exxon across the table, shuffling through the

papers they had spent many hours preparing as a team.28

The ultimate measure (and the chief purpose) of this management culture was
Exxon’s financial performance. Even during the early Lee Raymond era, a time
when oil prices gyrated disruptively and at one point fell to historic lows, the
corporation’s performance was superior from quarter to quarter and year to year.
Exxon earned $6.47 billion in profit in 1996 on $110 billion in revenue, more profit
than any American corporation that year except General Electric and General
Motors. Mobil, the next-largest American oil competitor, posted about half of
Exxon’s profit margin. Exxon made more profit on each dollar it invested than any
of its American or international competitors. Its exceptional ability to complete
massive, complex drilling and construction projects on time and under budget meant
that, in comparison to industry peers, it remained exceptionally profitable in
recessions and boom times alike, when oil prices were high and when prices were

low.2Z

The Exxon way came across as arrogance to many outsiders. Raymond once stepped
before a large conference of Wall Street analysts and announced, “What you’re
hearing today may seem boring. . .. You’ll just have to live with outstanding,
consistent financial and operating performance.” As to the performance of Exxon’s

competitors at Chevron, Royal Dutch Shell, and British Petroleum, Raymond added,

“I have to [say] I am surprised at the apparent lack of focus.”28

“Exxon’s attitude toward the other majors has always been, ‘We are Oil—the rest of
you are kids,’” said a long-tenured executive at a competing company. Exxon
became such an oft-cited antagonist in this oilman’s household that once, when the
industry seemed troubled, his daughter asked him, “Dad, do you think things will get
so bad that you’d go to work for Exxon?” (“No, I sure hope not,” he answered.)
Rockefeller Goodwin, a descendant of the founding family who became a critic of
modern Exxon management, acknowledged that the company enjoyed a “strong
corporate culture. . . . Unfortunately, it includes a lack of interest in listening to
outsiders, an assumption that they know the answers.” The shareholder activist



Robert Monks, another persistent critic, found Exxon managers “self-referential”
and “good operators [but] not good citizens.” A senior civil servant who worked on
international energy issues at the White House recalled, “It doesn’t take you more

than five minutes dealing with Exxon people to kind of get the full two-by-four-

across-the-head sense of some of their culture,” because of their blunt directness.22

Engineers and financial controllers influenced the corporation more than its global
business strategists or brand marketers did. The latter tended toward habits of
dreamy ambition and improvisation difficult to reconcile with O.I.M.S. By the mid-
1990s, Exxon operated in almost two hundred countries with about eighty thousand
regular employees; overseas, 98 percent of its employees were non-American. To
operate such a business in proximity to the sorts of daily risks illuminated by the
Exxon Valdez grounding did require discipline.

“We don’t run this company on emotions,” Lee Raymond liked to say. “We run it on
science and principles.” He sought “the relentless pursuit of efficiency,” he once

said.2Y As Standard Oil had discovered a century earlier, however, the larger, more
profitable, and more powerful Exxon became, the more it attracted attention as a
political actor. And in politics, discipline, performance-to-budget, and error-free
design were not common qualities; instead there was a surfeit of “Human Factors,”
in the O.I.LM.S. vernacular. As Exxon rose to greater global influence in the early
twenty-first century, the corporation’s leaders persistently struggled to find a supple
human touch.



Two

“Iron Ass”

Lee Raymond lived and worked within a bubble of privilege. He traveled the world
with round-the-clock support from the corporation’s Aviation Services and Global
Security departments. If his day began at his 8,642 square-foot, five-bedroom brick-
facade home in Dallas, then his longtime chauffeur and bodyguard, a retired New
York City police officer, would meet him there and usher him into a dark sedan.
Raymond rarely drove himself anywhere. Nor did the indignities of commercial
airline travel encroach on him. Citing kidnapping and other security threats, the
corporation’s board of directors had decided that its chief executive should not fly
on commercial carriers. Raymond had use of Exxon’s corporate planes for both
personal and professional travel. Aviation Services managed about nine jets—
around the turn of the decade, the inventory included several Gulfstream aircraft, a
Bombardier Challenger, and two Bombardier Global Express jets. Lee Raymond’s
principal plane—a ten-passenger G-IV, and later an eleven-passenger Global
Express, each with sleeping and mess facilities, satellite telephones, a defibrillator,
and CPR-trained flight attendants—bore a tail number expressive of his position: N-
100-A, or as it was referred to by corporate aviation personnel, “November One
Hundred Alpha.”

The crews catered to Raymond’s onboard tastes: a glass of milk with popcorn in it,
within arm’s reach of his executive chair. Aviation Services’s approximately two
dozen pilots and several dozen additional support staff also tended to his wife,
Charlene, who often traveled with the chairman and who favored bowls of wrapped

chocolates. “When you take care of her, you take care of me,” Raymond told them.t

Lee and Charlene Babette Raymond were inseparable. By the late 1990s, the couple
had developed a typical annual migration: a late-January trip to Pebble Beach,
California, where Lee sometimes played in the pro-am golf tournament with the
likes of P.G.A. professional Ronnie Black; an April sojourn to Augusta, Georgia, to
attend the Masters golf tournament, where Lee might catch up with his friend Phil
Mickelson or have dinner with Tom Watson; and then Easter at their winter home in
Palm City, Florida. Golf was Raymond’s most discernible passion away from the
office—he regularly joined in corporate tournaments. When Raymond had business
in Asia, he and Charlene sometimes managed to fit in a vacation break in Hawaii on



the way out or the way back. In the autumn he often spent Thanksgiving at the
Augusta golf club again and might include a stag trip to Exxon’s vast, corporate-
owned bird-hunting ranch in southeastern Texas, near the town of Alice. At
Christmas the Raymonds typically retreated again to Palm City, Florida.

Throughout the year they made weeks-long international trips on which the Exxon
chief might negotiate for or ratify the final terms of new oil production contracts,
attend a ribbon cutting at a new refinery, deliver a speech at an industry conference,
or chair a board meeting. On a trip to London in 1997, the couple picked up an
expensive painting; panicked Aviation Services and Global Security employees,
fearing theft, guarded the artwork for nearly two weeks aboard November One
Hundred Alpha as the Raymonds hopped on Exxon business from city to city. As
their wealth grew, they collected not only art, but real estate. They added a $3.8

million house in the desert near Palm Springs, California, and a $7 million home in

Scottsdale, Arizona.2

Raymond and Charlene had both grown up in modest circumstances in the American
heartland. Both were devout Christians. Raymond’s Plains-bred parents had raised
him as a member of the Evangelical United Brethren in Watertown, South Dakota, a
denomination that later became part of the United Methodist Church. Charlene came
of age in a German Catholic family from Kohler, Wisconsin. They met at the
University of Wisconsin and married when Raymond was twenty-three. Raymond
converted to Catholicism and thereafter rarely missed a mass; in Saudi Arabia,
which banned Christian churches, he attended services inside the U.S. embassy.

Although Charlene had earned a college degree in journalism, when she gave birth to
triplet boys, she devoted herself to them and to her husband. Even at home,
Raymond worried about discipline. After he rose within Exxon, he tried to control
his family’s use of corporate jets—he barred his triplet sons from flying on them,
fearing that if he allowed them the privilege, it would encourage lax behavior by
other Exxon executives. Charlene could be as demanding as her husband, and she
could also be extremely frugal, as if clinging to lessons imparted during the
Depression-influenced era of her youth. Deplaning in Berlin or Paris, she might fill a
bag with snacks while complaining about the prices charged for breakfast in the

luxury hotels where she and her husband stayed.3

Aviation Services staff talked among themselves about which ExxonMobil
executives with jet privileges were the most arrogant or prone to temper over petty
problems. The capacity of some of Exxon’s multimillionaire leaders to become
abusively angry over delays caused by bad weather, pilot changes, or mechanical
problems never ceased to amaze their more modestly salaried crews.



Lee Raymond could be sharp-tongued, but he was not the worst offender in that
regard. He tried to maintain a cordial formality with his travel crews and won
respect, if not affection, from some of them. That was about the most that could be
said of the reputation Raymond enjoyed among Exxon executives and employees
more generally: He was respected. He was also feared.

Some managers who had worked in other corporations, even notably hierarchical and
disciplined ones, found striking the atmosphere of terror and deference Raymond
generated in the minds of many who worked for him. Although it was possible to
locate people who would say that Raymond was not insulting or mean to them
personally, even these exceptional people acknowledged that he was often
unpleasant to large numbers of others. Some of those who knew Raymond well, and
liked him overall, felt he badgered colleagues in part to keep people away from him.
If this was his strategy, it worked. He won the nickname “Iron Ass” among some
employees. Behind his desk in the God Pod hung a painting of a fierce tiger.

He calculated that in a corporation as large and diverse as Exxon, with tens of
thousands of employees scattered in offices, refineries, and oil production
compounds worldwide, the only way a chief executive could hope to extract
disciplined results was to overdo it—that is, unless Raymond used his bully pulpit at
Irving to pound hard and even intimidate his employees, the natural drift and
compromising tendencies of such a large workforce would produce mediocre results.

In a small group or a social setting, Raymond could be relaxed and pleasant
company. There was a South Dakota—bred reticence about him that could be
confused with coldness. His manner masked a streak of sentimentality. He could be
fiercely loyal to ExxonMobil colleagues and sometimes wept openly when
subordinates faced illnesses or other personal struggles. At a retirement party for his
longtime assistant Adrienne Hurtt, Raymond recounted that he had been on a
business trip when his mother died, and that Adrienne had called and imparted the

news with perfect grace. As he told the story, Raymond broke down and cried before

his colleagues.*

He worked hard. When in Dallas, he typically left the Irving headquarters around
5:30 p.m. with a bulging, battered-looking, soft Hartmann briefcase and a pair of
plastic legal binders full of memos and reports. At home, he and Charlene kept
separate bedrooms, in part because Raymond snored, but mainly because he stayed
up until about midnight to read and mark up his files. “His life was the company,”
said a former member of the board of directors. Beyond Charlene, Raymond’s
friendships were mainly drawn from a small clan of retired and serving chief
executives of international oil companies. Traveling in Europe, Raymond would take



Charlene to dinner with Lodewijk van Wachem, a retired chairman of Royal Dutch
Shell, and his wife. Long dinners where the men could trade stories about the global
industry were often Raymond’s idea of evening entertainment. As to hobbies, “Golf
was about it,” the former director said.

Before larger audiences and workplace groups, Raymond often seemed to go looking
for a fight. It seemed the worst thing an Exxon manager could be in Raymond’s eyes
was dishonest, but the second-worst thing was to be stupid. He could be withering
with senior executives, Wall Street analysts, journalists, and dissident shareholders
who asked what he considered to be a dumb question or who disappointed him with
the quality of their analyses. “Stupid shits” was one of the direct phrases by which
he conveyed his judgments.

Raymond “definitely had a sense of humor,” a subordinate recalled, and he “didn’t
bother belittling people below a certain level. You had to be up to where you had
significant responsibility before you could get both barrels.” In those cases
Raymond did not hold back. He had been a champion debater in high school in South
Dakota and he took transparent pride in his ability to knock down an opposing
speaker. During his rise, Raymond ran Esso Inter-America, the corporation’s Latin
American division. There he reshaped an Aruban refinery losing $10 million a
month into a $25-million-a-month profit center. He did not fashion this turnaround
timidly. In front of the subsidiary’s senior managers and board of directors he once
turned on a subordinate whose comment had underwhelmed him: “And what little
birdie flew in the window and whispered that dumb-shit idea in your ear?” Later,
when he reigned over all of Exxon, he would preside over company town hall
meetings and question sessions. Sensitive employees in the amphitheater cringed
when, as inevitably happened, some incautious manager stood to ask Raymond an
impertinent question about when one or another employee benefit might be granted.
Raymond “would look at the person who asked as if he could will death,” another
former manager recalled. Raymond believed he had never belittled a colleague in
front of others, but belittlement is an experience usually defined by the victim.
Raymond admitted, “I’m not known to suffer fools gladly.”

His physical appearance did nothing to soften the impression he made. He wore
square wire-framed glasses and kept his straight, side-parted light brown hair closely
cropped. He had large ears. He had grown into a fleshy man and the jowls beneath
his chin could billow like a bullfrog’s neck. A childhood cleft palate had left him
with a prominent harelip. Exxon employees who found themselves on the receiving
end of Raymond’s ridicule sometimes referred to him darkly as “the Lip.” The
amateur psychologists among them speculated that it might have required a certain
learned toughness and even meanness, an ability to tune out taunts, to grow up in a



small midwestern town with such a visible defacement: “I can envision [him] as a
child being absolutely persecuted by other kids,” recalled a former employee.

Raymond obviously got through it, the in-house analysis went, but after he achieved

success, perhaps it was not surprising that “he doesn’t take any prisoners.”2

Raymond’s predecessor, Lawrence Rawl, had created an unforgiving climate within
Exxon while tearing into the corporation’s bloated cost structure and overseeing a
campaign of staff reductions that federal investigators found had contributed to the
Exxon Valdez fiasco, but which had also protected the corporation from financial
distress. Rawl had also belittled colleagues at meetings, engendering an atmosphere

in which his principal deputy, Raymond, seemed to believe as he ascended, one

executive said, that he should be “out-Rawling Rawl” in toughness.©

Raymond saw himself as an oil and gas purist. He told colleagues that outside its
headquarters the corporation should carve in stone the words, “crude oil.” He felt
that it was critical that Exxon “not get confused about what we are trying to do

around here.”Z He and Rawl] had employed their drill sergeant—inspired ethos to
direct a sharp turn in corporate strategy away from an era, during the 1960s and
1970s, when Exxon had tried to adapt itself partially to environmentalism. (Rawl’s
predecessor as chairman, Clifton Garvin, a chemical engineer, had gone so far as to

install solar panels to heat the swimming pool at his suburban New Jersey home.)

Besides cost cutting, they sought to restore Exxon’s focus on its core business.2

Some of his colleagues believed Raymond possessed a one-of-a-kind analytical
mind and memory, and that his acuity contributed mightily to Exxon’s superior
business and Wall Street performance. At a time of wage stagnation and other rising
cost pressures on working and middle-class American families, this success enriched
many Exxon employees and increasingly set those located in the United States apart
as an economically secure class. Exxon managers had jobs for life if they could hack
the corporation’s internal systems and were willing to move from place to place.
They enjoyed secure defined-benefit pension plans and restricted stock that would
make many middle and upper managers millionaires if they stayed long enough and
managed their personal finances carefully. Exxon managers tolerated Raymond’s
tirades in part because they understood, as the years passed, that he was making
them rich. This was not Silicon Valley: The corporation’s scientists and division
chiefs did not walk away with fortunes at thirty-five, but if they conformed and
performed, they would rise gradually on a tide of oil profits into an economically
privileged elite.

Raymond reserved a particular scorn for the Wall Street analysts who published



commentary about Exxon’s business strategy. After years of sporadic efforts to
engage with stock commentators, the corporation began to stage an annual meeting
with analysts. It was an unusual hearts-and-minds campaign because during the
question-and-answer session, it was rare for Raymond to respond to any query
without first challenging the analyst’s assumptions or intelligence.

“This is going to be a tough meeting; you ought to take two patience pills,” Peter
Townsend, the vice president for investor relations and corporate secretary, would
warn him before these sessions.

“No, three.”2

If Raymond began his answer to an analyst’s question with “Frankly” or “To be
candid with you,” it was a signal to duck. He started one meeting at the New York
Stock Exchange by noting that executives from The Walt Disney Company were also
present in the building that morning: “I don’t think Mickey or his friend Goofy are

going to join us, but I may have to hold my judgment on that until after the Q&A

session.”19

Raymond served in effect as the corporation’s chief financial officer, in possession
of all of the critical numbers. By the time he became chairman, he had also served
for years as a director at J.P. Morgan, the Wall Street investment bank. During the
mid-1980s, Exxon’s financial performance looked respectable but undistinguished,
in comparison with its oil industry peers. Rawl’s cost cutting and reorganization
campaign was intended to force improvements. In 1987, Rawl began to place heavy
emphasis on a metric called “return on capital employed” or R.O.C.E. (often spoken
of as “row-see”).

This was a performance measure that sought to show how well a particular Exxon
business unit—and overall, the corporation—used the cash it borrowed or recycled
from earnings to reap returns from new projects. After he took charge, Raymond
campaigned on Wall Street to have his particular measure of R.O.C.E. recognized as
the premiere number by which oil corporations should be judged. He argued
repeatedly to analysts that oil companies were very long-term businesses that
consumed a great deal of capital, and that, ultimately, they should be judged not by
quarterly profits or share-price fluctuations, but by how well they managed their
investments—whether, for example, they regularly destroyed capital by leasing
unproductive oil fields, going over budget on huge drilling projects, or by building
unprofitable refineries.

The deep cost cutting continued by Raymond raised Exxon’s rates of return on



capital. So did the drive Raymond advanced to improve Exxon’s relatively low-
profit divisions, particularly gasoline refining. The “downstream” divisions of
integrated oil companies like Exxon were generally much less profitable than the
“upstream” units that found, pumped, and sold crude oil and gas. (“Downstream™
was an industry term that referred to what took place after oil was pumped from the
ground: the refining of oil into gasoline or aviation fuel, and retail sales to motorists
at thousands of Exxon-branded gasoline stations across the United States.) Exxon
had long tolerated low downstream profit margins and even occasional losses
because having huge refineries worldwide gave the corporation a built-in market for
its own oil sales. In effect, upstream profits subsidized the downstream. By
maintaining a focus on R.O.C.E. inside Exxon and preaching about it on Wall Street,
and by tying performance on that number to promotions and bonuses for Exxon
managers, Raymond hoped to create change.

Exxon’s rates of return on capital rose sharply during the 1990s, declined as oil
prices fell late in the decade, and then recovered to a record level of about 20 percent
by the decade’s end, superior to any competitor. Raymond was only partly
successful in persuading others to embrace his math—although no other major
industry adopted his ideas about R.O.C.E.’s centrality as a metric, Exxon’s major oil
company rivals did start to report their own R.O.C.E. numbers, to Exxon’s benefit.
R.O.C.E. was, in any event, a somewhat arbitrary figure by which to compare oil
giants. The measure favored ExxonMobil’s relative strengths as an operator in low-
margin downstream and chemical divisions; for investors, all companies highlighted
the numbers that made them look best. Certainly R.O.C.E. was a long-standing and
valid way to measure a corporation’s ability to maintain profit discipline across
many projects over many years. Still, “about two thirds” of an oil company’s
R.O.C.E. is typically explained by “commodity prices,” as James J. Mulva, the chief
executive officer of ConocoPhillips, once remarked. (His company’s R.O.C.E. scores
lagged.) That is, the most sparkling annual R.O.C.E. numbers, in comparison with
returns seen in other industries, often reflected factors in the global oil market
beyond any one company’s control. That was apparent in ExxonMobil’s own yo-
yoing numbers. Yet within the oil industry, R.O.C.E. scores did provide a basis to
compare operating and capital efficiency. Raymond understood the distortions
caused by swings in oil prices, but he thought the number was as good a way as any
available to judge management’s long-term investment discipline. “Our competitors
hated it,” Raymond recalled. “The reason they hated it is that it’s a report card, and
while everyone can talk about individual projects and how attractive they may
appear to be, ultimately, over time, you have to look at, “Well, how do all of those

individual projects add up?’»1L

Raymond’s relentless proselytizing about R.O.C.E. was part of a larger pattern of his



leadership: He chose his own metrics; he declared that other metrics were wrong; he
delivered profits; and he ignored criticism.

That worked well enough when the subject was Exxon’s increasingly strong
quarterly profit performance, in comparison to peers. It worked less well when the
subject was Exxon’s ability to find enough new oil and gas to replace the hundreds
of millions of barrels the corporation pumped and sold every year. As profitable as
Raymond was making Exxon by the late 1990s, he struggled increasingly with a
challenge that had never shadowed John D. Rockefeller: how to keep the
corporation’s oil reserves—the foundation of its business—from shrinking.

The cold war’s end initially promised new bounty for Western oil corporations. Vast
reserves did initially open for bidding in the former Soviet Union, Africa, and
elsewhere. But it did not take long for the opening to become constricted. Raymond
concluded by the late 1990s that while there was plenty of oil in the ground
worldwide, the amount that Exxon could access might make it difficult over time to
replace the vast quantities the corporation pumped each year—Exxon produced
about 585 million barrels of oil and gas liquids in 1997. The reason involved the
persistence of “resource nationalism,” or the inclination of governments that owned
oil and natural gas to maintain control of their treasure.

The business models of the major international oil companies such as Exxon,
Chevron, Royal Dutch Shell, and British Petroleum—and the prices that their shares
commanded on Wall Street and on the London exchange—depended in part on the
size of the underlying trove of oil and gas the corporations could claim to own.
“Booked reserves” or “equity oil” referred to those proven reserves that a
corporation controlled legally and could exploit for sale in future years.

In the world’s wealthy free-market political economies—the United States, Norway,
the United Kingdom, Canada, Australia—virtually all of the oil available was
“equity oil” in the sense that any company that found it and acquired it could own it
legally under contract, in a manner akin to property rights. Exxon and its peers could
display such equity reserves to shareholders as “proved” or “booked” oil under
regulatory and accounting rules enforced in the United States by the Securities and
Exchange Commission. The size of these booked reserves allowed shareholders to
estimate future profits with relatively high confidence; equity oil was fundamental
to Exxon’s stock market valuation, just as the number of shopping malls or office
buildings owned by a real estate company would be fundamental to its market value.

Before the 1970s, Exxon, BP, and other large oil companies owned and operated
large oil and gas fields in Saudi Arabia, Iraq, Iran, Venezuela, and elsewhere. Rising



anticolonialism and nationalism stoked a period of upheaval that caused them to lose
major properties. The twin anti-American oil embargoes of the 1970s signaled the
arrival of the new era. The embargoes coincided with the rise of a price cartel, the
Organization of the Petroleum Exporting Countries (O.P.E.C.), which served the
interests of oil-producing governments. In 1979, the Iranian Revolution’s philosophy
of Islamic self-determination advanced the spread of anti-Western political attitudes
in Middle Eastern capitals. Populist leaders of oil-producing governments competed
to prove themselves as resource nationalists—proud owners of their own geological
wealth and unwilling to allow foreign corporations to possess a single barrel. Saudia
Arabia, Iraq, Iran, Venezuela, Algeria, Libya, and other governments all seized back
oil and gas fields from Western corporations, including Exxon. The expropriations
decimated Exxon’s holdings and rates of daily oil production. By the late 1990s,
Exxon and the other large private oil and gas companies based in the United States
and Europe owned less than 20 percent of the world’s oil reserves. In 1973, Exxon
had produced just over 6.5 million barrels of oil and gas liquids per day from its
worldwide properties. By the late 1990s, that figure had fallen by more than two

thirds.12

The corporation spent much of this period “struggling with the issue,” Lee Raymond
recalled. “We lost our equity position in the Middle East,” where 60 percent of the
world’s proved oil reserves were located. The most fundamental question facing the

corporation was, “What’s that mean for the company?”13

Even the most nationalistic governments might welcome Western companies as
technology partners and hire them strictly as contractors to drill, produce, and refine
oil and gas, as a homeowner might hire out a contractor to renovate a house. Such
fee-for-service contracts could be the basis of a profitable business—Schlumberger
and Halliburton were examples of companies that built lucrative franchises in this
way. But deals of this kind stopped short of allowing the contractor to own any oil
beneath the ground. Exxon’s business had always been premised on owning oil,
which required greater risk taking but promised much higher profit than a contractor
could hope to earn.

By the 1990s, virtually all of the oil in the Middle East was off-limits to corporate
ownership because of resource nationalism. The strategic problem facing Exxon was
that apart from new frontiers in offshore ocean waters or above the Arctic Circle,
there did not seem to be much new oil or gas to discover in territory controlled by
wealthy, free-market countries. Elsewhere, in Africa, Asia, Latin America, and the
former Soviet Union, oil geologists advised, there were still major discoveries to be
made, but inconveniently, much of this new oil seemed likely to be found in places
where governments would be skeptical about allowing Western corporate ownership.



Notwithstanding communism’s fall, many politicians in developing countries,
responding to popular feeling, still held that it was neither just nor necessary to give
away ownership of oil and gas reserves, least of all to Western capitalists like Lee
Raymond.

Although Exxon jockeyed for position as the world’s largest privately owned oil
company, by the late 1990s it ranked only fourteenth or lower on a worldwide basis
if the list included government-owned companies such as Saudi Aramco, Kuwait
Petroleum, Gazprom of Russia, Petrobras of Brazil, or Sonangol of Angola. These
state-owned giants not only showed large inventories of booked reserves, they also
increasingly prowled outside their borders to compete with Exxon to capture next-
generation oil reserves in Africa, Asia, and Latin America.

Exxon’s strategy was to emphasize its superior record of project execution, budget
management, and cutting-edge technology. Its executives tried to persuade oil-
owning governments that Exxon’s efficiencies could deliver an enormous cash
windfall over the long life of a project, in comparison with what a less-efficient
state-owned company could deliver. Computing power had started to remake oil
exploration techniques. Three-dimensional imaging and algorithms that sorted
reams of seismic data into patterns transformed the ability of Exxon’s geologists to
find oil and gas. Many state-owned oil companies lagged behind. Not all oil-
endowed countries had the capacity or the political and economic stability to build
and manage a state-owned oil company that was competent in all sectors of the
business. These were the openings Exxon tried to seize. Yet Chinese and Russian
competitors could make offers to African or Latin American or Central Asian host
governments that Exxon couldn’t touch—government-to-government loans, arms
transfers, and political favors.

All this placed unprecedented pressure on Raymond and his peers to show Wall
Street that they could find or buy new oil and gas reserves to replace what they
produced annually. If an oil company failed to replace production for a sustained
period, it would be on a path to liquidation. Under U.S. Securities and Exchange
Commission—supervised accounting rules, the oil and gas reserves Exxon and its
peers reported to shareholders were not carried on corporate balance sheets, but they
were reported each year in S.E.C. filings. The reserves were among the most
important assets oil companies described to investors because they suggested the
scope of a particular company’s potential future profits and its sustainability. The
sheer size of a company like Exxon or Shell increasingly made the math of annual
reserve replacement daunting—more than a billion barrels had to be found and
booked as new equity reserves each year if the company did not want to appear to be
shrinking.



The temptation for Wall Street to fudge the numbers was powerful, as events at
Shell would soon bear out. Yet the management of annual reserves reporting—
having in-house geologists count up “proved” holdings, field by field; reviewing
those counts at higher levels of management annually; and applying objective
standards that could hold up if the S.E.C. inspected them—was a relatively new
priority. During the long history of Standard Oil and its successor companies, down
to offspring Exxon, executives had not had to worry much about reserve counting or
replacement. There was plenty of oil to drill worldwide, and because Exxon, in
particular, had owned stakes in Saudi Aramco and Iragi and Iranian companies with
massive reserves, the issue seemed of little material importance. It was only after
the nationalization waves of the 1970s that annual reserve replacement became
precarious, and counting methods drew attention from regulators. Gradually, Wall
Street analysts and investors focused down on the question of which oil companies
were renewing their reserves healthily each year and which were struggling and even
in danger of spiraling smaller. Raymond took up the challenge of reserve counting
with characteristic aggression and disdain for Washington regulation.

He had cause for concern: Between December 31, 1996, and December 31, 1997, the
proved reserves of oil and liquid natural gas that Exxon reported to the S.E.C. fell
from 6.34 billion barrels to 6.17 billion barrels, a decline of more than 2 percent.
The amount of that decline was the equivalent of 465,000 barrels of oil production
per day, annualized, a sizable amount by industry standards. During the same year,
the corporation’s reported proved natural gas holdings increased slightly, but not
enough to offset the fall in oil reserves. Judging by the rules enforced by the S.E.C.,
then, Exxon’s total oil and gas reserves shrank during 1997.

The news that Exxon had retracted a bit, at least temporarily, was hardly shocking:
All of the major oil and gas companies struggled during the 1990s to replace
produced reserves. To the public and Wall Street, however, Lee Raymond made no
such admission. On February 5, 1998, Exxon announced in a press release that it had
replaced 121 percent of its 1997 production by adding new proved reserves—in
other words, its reserves had grown, not shrunk. “This year’s strong performance is
the fourth year in a row that we’ve exceeded 100 percent replacement,” Raymond

declared.14

How could Exxon tell the public and Wall Street one thing and the S.E.C. another?
The answer involved a catalog of legalese known as S.E.C. Rule 4-10, the binder of
regulations that governed what oil and gas companies could and could not report as
“proved reserves.” A purpose of Rule 4-10 was to prevent oil companies from
puffing up their reserve numbers to lure share buyers and bolster their stock market
prices.



One of the rule’s provisions held that “oil and gas producing activities do not

include . . . the extraction of hydrocarbons from shale, tar sands, or coal.”L2 Tar
sands refer to bitumen, a thick form of oil that usually has to be dug out of the
ground by techniques that resemble mining, after which it is mixed with chemicals
to create a liquid suitable for transport by pipeline to an oil refiner. Canada holds
some of the world’s largest tar sands reserves. Exxon, through local affiliates, had
been buying into these holdings under Raymond’s spur. Raymond believed it was
wrong for the S.E.C. to exclude tar sands from proved oil reserve counting—and so
he simply ignored the commission’s rules when he issued press releases.

The S.E.C. had enacted the tar sands rule because it wanted investors to know when a
company was engaged in mining and when it was engaged in oil production—for one
thing, the expense of mining was typically higher than the expense of oil drilling, so
the value of tar sands reserves over time might be less than an equivalent amount of
purer oil. Raymond thought this was wrong, too: The purpose of S.E.C. regulation
was to ensure accurate documentation of resources, not to force companies to dance
around in outmoded categories devised by bureaucrats. There was no doubt that
Exxon owned the Canadian tar sands resources it claimed—outright fraud was not
the issue. In any event, if Exxon’s Canadian tar holdings were included with other
oil and gas holdings, the corporation’s total proved reserves had indeed gone up
during 1997, not down—and this is what Raymond chose to emphasize to Wall
Street and the public.

Did his defiance of the S.E.C. rules matter? Raymond might disagree with the
regulations on the books, but the purpose of S.E.C. regulation was to ensure that all
investors had accurate information about the companies whose shares they owned.
Through fraud-inflated bubbles, Wall Street reminded the world every ten or twenty
years why such regulation was vital. Raymond declared publicly each winter in press
releases and Wall Street presentations that Exxon enjoyed smooth, year-to-year
reserve replacement when, in fact, no such picture existed, according to S.E.C.
regulations. And the corporation’s spinning did help to mask a strategic issue at
Exxon, the challenge of resource nationalism and reserve replacement, which was of
genuine and enduring importance.

On December 31, 1996, Exxon stock traded at $24.50 per share. On February 6,
1998, the day after the corporation issued a press release boasting of “the fourth year
in a row that we’ve exceeded 100 percent replacement,” Exxon shares closed at
$31.00. Exxon’s profitability was unchallengeable, but it could be questioned
whether all of that 10 percent plus annual gain in stock price, which benefited Exxon
executives and employees as well as ordinary shareholders, was honestly earned.



Raymond’s defiance of the S.E.C. was not illegal—the corporation’s annual 10-K
filings to the commission appeared to be carefully parsed, and they broke out tar
sands (or “oil sands”) as a separate reserve figure, in fine print. Rule 4-10 enforced
disclosures in official filings to the commission, not in press releases or oral
statements to Wall Street analysts.

Exxon’s practice of reserve spinning to the public reflected a broader mind-set of
chutzpah toward Washington. The commission staff was by far the weaker party in
this particular contest; for many years the S.E.C. did not have a single oil geologist
on its payroll to assess the “proved reserve” claims made by the oil corporations it
oversaw.

Exxon’s argumentative press releases also signaled how heavily the reserve
replacement conundrum weighed on Raymond and his colleagues. The underlying
challenge of reserve booking did have far-reaching consequences: It would draw
Exxon to far-flung corners of the earth in pursuit of reportable reserves the
corporation might previously have ignored on the grounds that they involved too
much political and economic risk and dragged the company into dictatorships and
other violent settings for which it was not well prepared.

“What is the one item that concerns you most, that disturbs your sleep?” the Wall
Street oil industry analyst Fadel Gheit recalled asking Raymond over a meal.

“Reserve replacement,” Raymond had replied.18

John Browne ascended to become chief executive of British Petroleum two years
after Lee Raymond took over Exxon. As individuals, their personal interests could
hardly have been more disparate—Browne, the Soho-inspired gourmet; Raymond,
the duck hunter and country club golfer. As business competitors, they faced a
common challenge. As Browne put it later, “We believed governments of oil-
producing nations would increasingly prefer to work with very big and influential oil
companies. They did not think small was beautiful—that was clear when you spoke
to them. They wanted to see a big balance sheet, global political clout, and

technological prowess, and they wanted to be sure that you would be around for a

long time.”Z

Moreover, the geographical distribution of Exxon and British Petroleum’s oil
holdings increasingly isolated those two companies from the regions with the most
promising new opportunities. Exxon’s reserves and those of British Petroleum were
the most heavily weighted toward the politically safe, economically free but
geologically mature oil regions of the West. About 80 percent of Exxon’s reported



proved oil reserves lay beneath the United States, Canada, and Europe. British
Petroleum had struck out aggressively in the former Soviet Union after
communism’s collapse, but about three quarters of its assets remained in Britain and
the United States. Chevron had acquired sizable reserves in Kazakhstan and Africa.
Mobil owned large holdings in Africa and Asia; the majority of its reserves lay

outside of North America and Europe.18

In the autumn of 1996, at the Four Seasons hotel in Berlin, John Browne presented a
plan to British Petroleum’s board of directors in which he argued that BP should
seek a merger with another large international company in order to compete with
state-owned oil companies and improve the geographical diversity of its oil
holdings. Browne’s first choice was Mobil.

The BP chief regarded his Mobil counterpart, Lou Noto, as a like-minded
cosmopolitan. Noto had grown up in Bensonhurst, Brooklyn, as the son of a labor
organizer; he was a stocky, lively, charismatic business strategist with a sizable ego.
He lived in Manhattan and indulged his fondnesses for cigars, Porsches, and opera.
Browne found him to be a “warm, friendly person and ‘bon viveur.’” They smoked
cigars together from time to time and talked oil.

The gigantic investments and industrial operations required to produce and refine oil
meant that international companies often found it financially prudent to partner on
projects, much as syndicates of Wall Street investment banks shared the risks of
selling stocks and bonds. This pattern of coinvestment and coexistence meant that
global oil executives kept up steady contact with one another—it was a form of
continuous diplomatic relations, involving both cooperation and dispute.

BP and Mobil had embarked on a joint venture that would combine their European
refining businesses. Browne introduced the idea of a full merger that would create

the world’s largest privately owned oil company.12

Noto shared Browne’s view of Big Oil’s predicament: “We need to face some facts,”
he said later. “The world has changed. The easy things are behind us. The easy oil,
the easy cost savings—they’re done.” Noto was “worried.” He “expected the
environment to become more volatile, and more competitive, and more difficult

geographically and geologically.”22

Mobil had inherited a large share of the downstream assets of Standard Oil. The
corporation operated adeptly on the commercial side of the oil business—wheeling
and dealing, negotiating customer contracts, maneuvering amid price volatility, and
the like. It won major new upstream plays in newly independent Kazakhstan after



the Soviet Union’s demise. Yet Mobil was highly dependent on the profits generated
by a single large natural gas field in Indonesia and offshore properties in Nigeria;
both countries were politically unstable and wracked by violence.

Late in 1996 and early in 1997, Noto and Browne held a lengthy series of secret
meetings to design a full merger of their corporations; their work climaxed at a long
conference in the New York offices of the law firm Davis Polk & Wardwell. Yet as a
decision point neared, Noto thought that Mobil might still be better off on its own.
On March 28, 1997, he met Browne in Mobil’s corporate jet hangar outside of
Washington, D.C., and “made it clear that we could go no further,” as Browne
recalled it. Browne felt that he had “wasted a lot of time and effort.” He flew back to

London and announced to a colleague, “Well, we’d better think of something

else.”21

Plummeting oil prices compounded the pressures he faced. The causes of the price
fall emanated from Saudi Arabia, the world’s leading oil producer, at about 9
million barrels per day of capacity at the time, and the leading source of American
oil imports. After Saddam Hussein’s invasion of Kuwait, Venezuela’s government
decided to break from O.P.E.C. policy and produce as much oil as possible. It looked
as if Venezuela might be trying to steal some of Saudi Arabia’s American market
share. The usurper attempted to almost double its oil production, from 3.2 million
barrels a day to 5.5 million a day. For a while, the gambit worked; Venezuela gained
more and more of the U.S. import market and replaced Saudi Arabia as America’s
number-one outside oil supplier. In 1997, however, Saudi Arabia retaliated by
authorizing a surge in its own oil production, a program “explicitly designed to
punish Venezuela” and to establish a “deterrent,” as the industry consultant Edward
L. Morse would describe it, to dissuade any other oil-rich country that might harbor
similar ambitions. The Saudi production surge drove global oil prices to historic
lows in 1998. By the end of that year, oil would fall to just ten dollars per barrel;
adjusted for inflation, that was the lowest price the world had enjoyed since the

1960s.22

Disciplined Exxon could weather such a sudden price collapse. After the cost
reduction binge of the 1980s, Raymond had reduced Exxon’s operating expenses an
additional $1.3 billion annually in the five years until 1997. Less-efficient
companies such as Mobil struggled. Nobody knew how long prices might stay so
low. The long-term challenge of resource nationalism compounded the anxiety. All
this coaxed Lou Noto back to the possibility of a merger.

In June 1998, he attended a meeting with Lee Raymond organized by the American
Petroleum Institute (A.P.I.), the Washington-headquartered oil industry trade group.



Raymond raised the possibility of a minor deal to combine Exxon and Mobil
refinery operations in Japan.

“Maybe we should talk about that,” the Exxon chief said.
“That and other things,” Noto replied.

Mobil’s top Management Committee met in New York every Tuesday and Thursday.
One morning that summer, Noto arrived and said, “Guess who I had dinner with last
night? I had dinner with Lee Raymond.”

The news shocked his colleagues. Exxon was more than twice Mobil’s size by
revenue. Layoffs would be the one inevitable by-product of such a combination, and
the job losses would reach the highest ranks of the Mobil hierarchy. “There was a
massive anxiety,” an executive involved recalled. They worried as well about the
culture shift if conservative Exxon took charge; by comparison, Mobil had been
loosely governed.

That summer, John Browne advanced a fallback plan to merge with Amoco, the
offspring of Standard Oil of Indiana, headquartered in Chicago. Browne and
Laurance Fuller, Amoco’s chief executive, held a series of private dinners in a back
room of Le Pont de la Tour, the London restaurant, where Fuller “could smoke his
cigarettes and we could all drink Puligny-Montrachet,” as Browne recalled it.
“Remarkably, no one noticed.”

On August 11, 1998, they announced that their companies intended to merge, with
Browne to be in charge of the successor corporation. The deal would create the
largest corporation in Great Britain and one of the largest private oil companies in
the world.

Browne’s announcement galvanized his competitors. “It was as if the industry had
been standing by waiting for someone to make the first move; it felt like we had

broken a dam,” as he put it.22 Every North American and European leader of a large
oil corporation seemed to conclude simultaneously that his company needed to
merge to get bigger. Chevron and Texaco would soon combine, as would Conoco and
Phillips, and Total with Petrofina and Elf.

Raymond believed that Exxon was primed for transformational change. As he had
taken full control during the mid-1990s, he had concluded that the corporation had a
management that could handle a lot more than it was being asked to do. The post-
Valdez reformers were in place. They had restructured, streamlined, and reduced



costs. They were down to “the fine grind,” as he put it to his colleagues. Now what?
How could they convert their emerging efficiency into a strategic leap, something
that would have global scale?

Around this time, DuPont and Exxon discussed a swap of DuPont’s Conoco oil
division for Exxon’s chemical division, but the idea did not ripen. Raymond’s
rationale for any proposed merger was not complicated. He ran a resource company.
Replacement of resource stocks was fundamental; an acquisition at the right price
was a common way for resource companies to replace reserves and grow. It was a
part of Exxon’s own history—Standard Oil of New Jersey had grown by acquiring
Humble Oil and Refining and other reserve-rich firms. In this case, a big merger
might provide a new source of leverage for Raymond to accelerate the drive for
efficiency and accountability, the vanquishing of bureaucracy, that he had started

after the Valdez debacle. It would be the “last brick in the wall of remaking Exxon,”

he declared.24

That summer of 1998, Lee Raymond and Lou Noto intensified discussions about a
recombination of the baby Standards they each led. There would be antitrust issues
in the United States if they proposed a deal, but their lawyers advised them that if
they sold off some retail gas stations and perhaps a few refinery properties, the deal
should be approved. From Exxon’s perspective, the fit with Mobil was well tailored,
particularly because the ends-of-the-earth map of Mobil’s oil reserves
complemented Exxon’s more conservative profile, so heavily weighted in North
America and Europe. Mobil’s holdings included substantial assets in West Africa,
Venezuela, Kazakhstan, and Abu Dhabi. It also held important natural gas positions
in Qatar and Indonesia. By purchasing Mobil, Exxon could scale up to compete with
state-owned oil giants and leapfrog onto new geographical frontiers.

Exxon had the currency—its own stock—to make such a gargantuan deal without
incurring debt or financial risk. During the 1960s, Exxon had handled its cash flow
conventionally, paying out most of its earnings as cash dividends. This practice
rewarded small shareholders by providing them reliable income. The corporation
had about eight hundred thousand such shareholders by the early 1980s. During
inflation-menaced 1982, Exxon’s dividend was a hefty 10 percent. The next year,
however, Clifton Garvin embarked on a campaign of share “buybacks” as a
substitute for some of the spending on dividends. He was advised by Jack Bennett, a
finance wizard and mentor to Raymond who left Exxon during the mid-1970s to
work at the Treasury Department and then returned to the corporation’s board. He
and Garvin concluded that after 1980 global oil prices looked fundamentally
unstable. Given the volatility that seemed likely, it would be cheaper for at least a
while for Exxon to buy oil and gas reserves by purchasing its own stock than by



investing in long-term projects at a high price point. “We had a tremendous amount
of cash and no debt, we were convinced that the price structure was unstable, and
thus we had no other option,” Raymond recalled, but to buy back shares. Exxon
management had long raised cash dividends to beat inflation, but Garvin, and later
Rawl and Raymond, were reluctant to raise the dividend too much higher, to match
the 5 and 6 percent payouts offered by Shell and British Petroleum, for fear that in a
down cycle for oil prices “you can get yourself in a real squeeze on cash,” Raymond

said.22

Each year, therefore, the corporation went into the stock market and used some of
the cash generated by its operations to buy its own shares. Between 1983 and 1991,
Exxon bought a net total of 518 million shares worth $15.5 billion—a whopping 30

percent of the shares then outstanding.2 As a result, each remaining share owned by
an investor controlled a progressively higher percentage of Exxon’s profits and oil
reserves: In 1983, a single Exxon share owned 6.7 barrels of oil and gas equivalents,
but at the end of 1989 it owned 8.4 barrels.

During the buybacks, Exxon’s dividend yields fell in relative terms, leaving small
shareholders with less cash in their pockets. Did this matter? Arguably, dividend
payments and buybacks were equivalent—in one case, a shareholder received cash
and in the other, the value of shares rose proportionately. One question was who
would make better use of ExxonMobil’s cash, its executives or its dispersed
shareholders. By the time he took charge of the corporation, Raymond answered
emphatically, “We can.”

Arguably, too, share buybacks could be justified only if the price of Exxon shares at
the time of purchase was so low that buying them was a better use of cash than
looking for new oil reserves. In the decades to come, however, Exxon would make
buybacks continuously, in all price environments, joining an American corporate
fashion. Academic studies showed that many corporate leaders had a poor record of
buying back shares only when prices were low. “The implied returns . . . from
buybacks by big companies would have been laughed out of the boardroom if they
had been proposed for investment in bricks and mortar or other more conventional

projects,” wrote Richard Lambert, a British critic of the practice.2Z Such programs
also raised red flags with some corporate governance specialists because of the
manipulations they might mask. Corporate managers might deliberately suppress
earnings before a buyback campaign by front-loading expenses to temporarily drive
down the price of shares they intended to buy. Repurchases might also smooth out
publicly reported earnings per share, to sell Wall Street investors on a story of placid
growth when the underlying business was more volatile. In Exxon’s case, all of these



concerns hovered, but the buybacks at times also seemed a way to dispose of a
problem that other companies could only envy: too much cash.

The shares Exxon bought back did not simply vanish; they were parked in the form
of “treasury shares” belonging to the corporation. Raymond and his management
team chose to use the parked shares to purchase Mobil tax free. If Exxon could not
discover on its own great gobs of oil, it would buy what it could not find: This was
an extraordinary payoff for two decades of cash flow discipline.

In late November, Raymond flew on an Exxon Gulfstream IV corporate jet to
Augusta, Georgia. The corporation maintained a membership at the Augusta
National Golf Club, the site of the annual Masters tournament, and the club hosted
an annual Thanksgiving party for families. Raymond typically attended and played
golf with his three sons, who had grown into better golfers than he was. This time,
Raymond ensconced himself in one of the club’s cabins and played as many rounds
as possible while reviewing the final deal terms. Late one night a messenger had to

find Raymond’s bungalow to hand over documents.28 Everyone involved in the deal
negotiations, including Lou Noto, knew this would not be a merger of equals. There
would be a weighted exchange of shares, but as a practical matter Exxon would take
over Mobil. Noto volunteered to accept a subordinate position as vice chairman,
reporting to Raymond; he would serve in that role for a transition period and then
depart, to enjoy his life in New York.

John Browne later asked Noto if he would have preferred to merge with BP or
Exxon. “BP, of course, but I couldn’t make it work,” Noto told him, as Browne
recalled it. “When you bought Amoco it was inevitable that Exxon would buy us. It
was only a matter of time.” BP had merged its way to a size that Exxon had to match
if it wanted to compete, and the acquisition of Mobil was the easiest way for

Raymond to get there.22

On December 1, 1998, Raymond and Noto stood side by side in a J.P. Morgan
conference facility in New York to announce their $81 billion deal. There was no
mistaking the new company’s hierarchy: Raymond opened the meeting and spoke
for twenty straight minutes. He laid out the merger terms, described the prospective
business advantages, and announced future plans in bland press-release prose,
displaying all the charm of “the proverbial shoe salesman,” as one newspaper
reporter covering the announcement put it.

When at last his turn at the microphone arrived, Noto hastened to say that his
decision to merge with Exxon was “not a combination based on desperation.”
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It was, instead, a requirement of the times. “Competition has changed,” he said.
“We’re here because we’re trying to respond to these changes.”3%

ExxonMobil Corporation—the world’s largest nongovernmental producer of oil and
natural gas, and soon to become the largest corporation of any kind headquartered in
the United States—formally came into existence on December 1, 1999. During its
first year of combined operations, the corporation would earn $228 billion in
revenue, more than the gross domestic product—the total of all economic activity—
of Norway. If its revenue were counted strictly as gross domestic product, the



corporation would rank as the twenty-first-largest nation-state in the world. A
United Nations analysis, designed to calculate by more subtle measures the relative
economic influence of particular companies and nations, concluded that ExxonMobil
ranked forty-fifth on the list of the top one hundred economic entities in the world,
including national governments, during its first year. Its net profit alone—$17.7
billion that inaugural year—was greater than the gross domestic product of more
than one hundred nation-states, from Latvia to Kenya to Jordan. As Lee Raymond
told his colleagues, “If we haven’t gotten to ‘economy of scale,” we’re never going
to find it.” He was optimistic. Oil prices were rising again. “It’s a great time to be

ExxonMobil,” he declared.”3L



Three

“Is the Earth Really Warming?”

On February 8, 2001, nineteen days after George W. Bush’s inauguration as
president, ExxonMobil chairman Lee Raymond met with Vice President Dick
Cheney in Cheney’s West Wing office at the White House. They knew each other
“very well,” as Raymond put it later. Indeed, Raymond had known Cheney for more
than two decades, dating back to the period when Cheney was a congressman from
Wyoming. They had hunted quail and pheasants together. They were compatible
personalities—both reticent, bred on the cold plains of the upper Midwest, and both
educated at the University of Wisconsin. They were ardent in their free-market
views, inclined to a certain tough bluntness, and not very much worried about what
others thought about them, particularly bicoastal media elites and liberal
intelligentsia.

During the 1990s, the Cheneys and the Raymonds had lived near one another in the
old-line Preston Hollow and Highland Park neighborhoods of Dallas. Cheney served
after 1995 as chief executive of Halliburton; his company contracted regularly to
provide services to Exxon. (Halliburton did not seek to own and produce oil and gas
directly, as ExxonMobil did, but made its money by providing construction and
engineering services under contract to oil producers, whether they were government-
owned companies or private corporations.) Socially, Raymond’s wife, Charlene, and
Cheney’s wife, Lynne, saw each other not only in Dallas, but at retreats and
meetings of the American Enterprise Institute for Public Policy Research, a free-
market think tank where Raymond served on the board and Lynne served as a senior
fellow. When Raymond sat down with Cheney after the latter’s swearing in as vice
president, the meeting was best understood as a discussion between like-minded
peers and friends who were comparing notes at the cusp of a new project.

“Look,” Raymond told Cheney, as he recalled it later, “my view is this country is
going to be an importer [of oil] for as far as the eye can see. If you believe that to be
the case, what things can we do?” Raymond answered his own question: “The first
thing anybody will tell you is you have to have diversification of supply—you can’t
get yourself in the position where you only have one supplier.”

That situation had developed between the United States and the Middle East. To
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overcome this bottleneck of geopolitical dependency, Raymond said, the United
States had to be “engaged every place, every place you can go. . . . Even in the North
Slope of Alaska.” Raymond felt that “one of the key issues in foreign policy” was
how to manage the challenge of increasing access to new oil supplies. As he recalled
it, he told Cheney, “We should be trying to encourage, as a matter of foreign policy,
having countries develop their natural resources,” so that the United States could
have “as diverse a portfolio of supplies as you can have, so that you don’t get
yourself beholden to any one person.”L

ExxonMobil had enjoyed easy access to high-ranking government officials during
the Clinton administration; when the corporation’s Washington representatives
needed a meeting, they almost always got one. Raymond told colleagues that
ExxonMobil enjoyed access to the administration that was comparable to the
halcyon years of the Reagan presidency. Clinton appointees approved the Exxon and
Mobil merger with a minimum of fuss. Al Gore’s candidacy for the White House,
however, had attracted considerable resistance from the oil industry, in part because
of Gore’s record of environmental activism. Oil and gas companies had donated $34

million to political candidates during the 2000 cycle—more than three fourths of

that funding had gone to Republicans.2

George W. Bush’s father had made his fortune in the oil patch, and the new president
had run a wildcatting firm earlier in his career, less successfully. There was little
mystery about how the Bush administration would proceed on energy policy. A few
days before his meeting with Raymond, Bush had assigned Cheney to head a cabinet
task force to make rapid recommendations. The speed with which the panel planned
to issue its findings—just a few months would pass from the panel’s formation to
the issuance of a finished report—made the initiative recognizable to
Washingtonians as one of those precooked packages where the authors know much
of the outcome in advance. The purpose of such a task force is typically not to
deliberate over difficult problems, but to create a process whereby Congress,
industry, and the incoming cabinet all become invested in a set of recommendations
formally endorsed by a new president. These can then be quickly translated into
executive orders, new regulations, and proposed laws.

Cheney ordered the task force to work in secret, to protect the prerogatives of the
White House, and by doing so he made the group’s work a lightning rod for criticism
and conspiracy fears. It took years of litigation to discover through partial document
releases what intuition might have suggested at the time: Cheney favored energy
deregulation and an aggressive push to open up oil and gas production in the United
States, and he identified himself with the priorities of Lee Raymond, among other
industry executives.
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James J. Rouse, a United States Army veteran educated in Mississippi who ran
ExxonMobil’s Washington, D.C., office, attended one of the Cheney panel meetings
next door to the White House and presented some of the corporation’s forecasts
about future global energy demand. It was rising, he noted, and so more oil and gas
production would be required. But ExxonMobil did not require access to a midlevel
panel staffed by civil servants to make its points to the Bush White House. Lee
Raymond flew to Washington about every other month and met privately with
Cheney on some of his visits, perhaps two or three times a year. If he needed to
make a request or share an observation more urgently, all he had to do was pick up
the telephone.

Cheney had seen for himself at Halliburton how geopolitics, resource nationalism,
and the emergence of large state-owned oil companies had pinched Western oil
companies as they attempted to replace the equity reserves they pumped and sold
each year. One purpose of the preconceived energy task force Cheney led was to
prepare for legislation designed to open up Alaska’s Arctic National Wildlife Refuge
to oil drilling. Raymond supported Cheney’s plan and railed regularly in public
against what he regarded as the self-defeating energy policies of the United States,
which restricted access to oil and gas on free-market American territory while
exacerbating the country’s dependency on imports from unstable and nationalistic
regimes. Compared with other oil majors, however, ExxonMobil was no longer a
dominant player inside the United States. Chevron had inherited some of the
longest-lived of Standard Oil’s American oil properties, in California, and Chevron
and British Petroleum had moved more boldly than Exxon into the Gulf of Mexico
when leasing opened during the Clinton administration. Exxon had opportunities to
exploit oil and natural gas in Alaska, but held back from some expensive deals
because Raymond had learned after the Valdez that the political risks posed by
Alaska’s frontier-minded political culture and populist governors were comparable
to those in West Africa.

Buoyed by the trust embedded in their long-lived friendship, Raymond and Cheney
typically talked less about domestic oil policy issues than about developments
overseas in the world’s best-endowed regions. Raymond might report on
conversations he had recently had with the president of Kazakhstan or the foreign
minister of Saudi Arabia. He might relay to Cheney insights about the Saudi royal
court or requests about some problem Saudi leaders were having with the Bush
administration. Cheney might share similar notes from his own conversations with
foreign leaders. In protocol, power, and habit of mind, Raymond and Cheney were
each, in effect, deputy heads of state—when they traveled, they met with kings and
presidents, and perhaps ministers or chiefs of national oil companies, but rarely
anyone less powerful. When the friends gathered in Washington, their meetings were
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strictly business. If Raymond needed only ten minutes to make his request about a
Kazakh trade issue, for example, and Cheney was quickly satisfied with the
ExxonMobil chief’s arguments, Raymond would not waste the vice president’s time
any further. In the White House, a one-hour meeting was a lengthy one, and Lee
Raymond knew what it was like to have a daily schedule that was oversubscribed.

ExxonMobil’s interests were global, not national. Once, at an industry meeting in
Washington, an executive present asked Raymond whether Exxon might build more
refineries inside the United States, to help protect the country against potential
gasoline shortages.

“Why would I want to do that?” Raymond asked, as the executive recalled it.
“Because the United States needs it . . . for security,” the executive replied.

“I’m not a U.S. company and I don’t make decisions based on what’s good for the
U.S.,” Raymond said.

ExxonMobil executives managed the interests of the corporation’s shareholders,
employees, and worldwide affiliates that paid taxes in scores of countries. The
corporation operated and licensed more gas stations overseas than it did in the
United States. It was growing overseas faster than at home. Even so, it seemed
stunning that a man in Raymond’s position at the helm of an iconic, century-old
American oil company, a man who was a political conservative friendly with many
ardently patriotic officeholders, could “be so bold, so brazen.” Raymond saw no
contradiction; he did indeed regard himself as a very patriotic American and a
political conservative, but he also was fully prepared to state publicly that he had
fiduciary responsibilities. Raymond found it frustrating that so many people—
particularly politicians in Washington—could not grasp or would not take the time
to think through ExxonMobil’s multinational dimensions, and what the
corporation’s global sprawl implied about its relationship with the United States

government of the day.2

After the merger, ExxonMobil moved its Washington, D.C., office from
Pennsylvania Avenue to K Street, in the heart of the capital’s lobbying district. The
office occupied one high floor of a new complex constructed from pink granite and
concrete. A turret, topped by an American flag, distinguished the building from the
LEGOLAND of downtown Washington. Landscape paintings lined the walls of
ExxonMobil’s suite; antique Mobil oilcans and Esso signs decorated the shelves of
its conference rooms. The furniture and dark cherry wood paneling created a formal
and professional atmosphere, but the office eschewed the garish luxuries of the
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capital’s big law firms and the D.C. outposts of Wall Street investment banks.

By the time of the merger with Mobil, the office’s director, James Rouse, had been
with the company for thirty-seven years. The résumés of the lobbyists he hired spoke
of technical competence and stolidity. ExxonMobil’s strategy was not so much to
dazzle or manipulate Washington as to manage and outlast it.

The Washington office functioned not only as a liaison to the White House and
Congress, and to industry associations such as the American Petroleum Institute, but
also as a kind of embassy, to deepen ExxonMobil’s influence and connections in the
foreign countries where it did the most business. International issues managers
developed contacts with ambassadors and commercial representatives of foreign
embassies. As this international group in the K Street office expanded, Robert
Haines, a West Point graduate and Vietnam veteran, handled Asian embassies; Sim
Moats, a former State Department diplomat, handled Africa; and Oliver Zandona, a
Mobil career manager, watched the Middle East. They also worked the American
bureaucracy, particularly the State Department and the National Security Council, to
influence and understand U.S. policy. They maintained some contacts at the Central
Intelligence Agency and other federal intelligence departments as well. The C.I.A.
ran a station in Houston, where oil industry executives who traveled globally
occasionally stopped by for informal exchanges about leaders and events abroad, but
in Washington the corporation’s lobbyists tried to keep their distance from Langley,
site of the C.I.A.’s headquarters, for fear that host governments where the
corporation produced oil might mistake ExxonMobil as some sort of wing of the spy
agency.

ExxonMobil relied mainly on lifelong career employees for much of its Washington
lobbying. Lee Raymond kept the number of full-time lobbying staff relatively
modest, partly to avoid attracting unfavorable attention from journalists or
opponents in the environmental lobbies. Where possible, the corporation lobbied as
part of an industry coalition, principally through the American Petroleum Institute.
Yet Raymond maintained a strong core of ExxonMobil staff to work Capitol Hill,
the White House, and regulatory agencies. Many of the corporation’s employee-
lobbyists rotated into Washington from other corporate disciplines, with little or no
prior experience of government affairs. “I think we did it in-house so we could get it
done right,” said Joseph A. Gillan, who worked on environmental issues in the office

around the time of the Mobil merger. “Exxon’s culture was, ‘Let’s do it

ourselves.’”4

The corporation did retain Washington law firms and outside lobbying shops as
consultants, although relatively few during the first Bush term. But these hired guns
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dispensed advice to ExxonMobil on contracts and were not typically relied upon to
deliver access—some of the outside retainers were even forbidden from attending
meetings with public officials. Some of the key outsiders on retainer—former oil-
friendly senators such as Don Nickles of Oklahoma and J. Bennett Johnston of
Louisiana—attended a weekly meeting at ExxonMobil’s office to exchange
intelligence and analysis about legislation, electoral politics, and energy issues. The
meetings sometimes had an air of jockeying and showboating as the lobbyists
competed to show how much inside knowledge they possessed (and therefore how
much value their retainer contracts generated for the oil corporation). The
corporation spent heavily on its Washington operation, but the great majority of its
costs involved salaries and benefits for career employees. In 2001, ExxonMobil
spent $6 million on its lobbying operation, but only $300,000 on outsiders. The next

year, it spent $8.3 million in total, but only another $300,000 on contractors.2

Rouse oversaw only one lobbyist to watch the entire House of Representatives:
Jeanne O. Mitchell, a University of Florida graduate, a cheerful woman who briefed
ExxonMobil’s policy and tax PowerPoint slides with genuine enthusiasm. Her
counterpart for lobbying the Senate, William “Buford” Lewis, was a balding
specialist in gasoline and other transport fueling systems.

Lobbyists and consultants newly hired at the office were instructed that ExxonMobil
sought to avoid asking for specific favors, such as earmarks, on Capitol Hill. “We
don’t need the government’s help” was the prevailing instruction. “We just want to
know the rules of the road.” The line used to indoctrinate new arrivals to the
Washington office was that ExxonMobil did not want anything from the American
government, but it did not want the government to do anything to the company,
either. Lee Raymond saw his Washington operation as being 180 degrees opposite
from, say, General Electric, which ExxonMobil executives regarded as a Washington
rent seeker, always trying to bend Congress and the administration to policies that
would subsidize or enhance G.E. business divisions. When Raymond saw G.E.’s
celebrity chief executive, Jack Welch, he did not hesitate to give him a hard time
about his corporation’s favor seeking in Washington. In fact, Raymond was kidding
himself. There were many favors, executive orders, lobbying meetings, and laws
ExxonMobil sought and obtained from the American government. Yet the above-it-
all slogans imparted to newcomers did reflect the corporation’s aversion to back-
room deal making on legislation in Congress. ExxonMobil had long had a policy of
refusing to give rides to members of Congress on its fleet of corporate jets. The
advantage of advertising an official, declared policy of asking for no favors from
members of Congress, Raymond explained, was that “when they come and ask us for
favors, we can say no.” The corporation’s typical lobbying meeting on the Hill
involved briefing and then leaving behind preprinted PowerPoint slides vetted in


Computina
Highlight


Irving. When ExxonMobil lobbyists looked for serious help, they more often turned
to the executive branch, discreetly.®

A sardonic line among ExxonMobil lobbyists in the Washington office held that the
corporation’s number-one issue of concern was taxation; its number-two issue was
tax; its number-three issue was tax; and its number-four issue varied from year to
year. With gross global revenues well north of $200 billion, even small changes in
the U.S. corporate tax code could cost ExxonMobil dearly. Raymond instructed the
K Street office not to ask for specific tax earmarks, but to concentrate on preventing
unfavorable changes in the code, such as oil industry—specific windfall taxes or
changes to depreciation rules that might raise ExxonMobil’s effective tax rates—
this lobbying work was often defensive and involved trying to talk industry-friendly

coalitions in Congress into blocking unfavorable changes.Z

ExxonMobil’s lobbyists operated within the same disciplined, hierarchical corporate
system that refinery managers and offshore drilling platform operators did. Their
talking points could be mechanical sounding: “This is what the corporation believes
is the best course of action.” In the scrum of final conference talks over a particular
bill, if Jeanne Mitchell or Buford Lewis was asked for an opinion about an
alternative option to the one she or he had briefed, the ExxonMobil lobbyist would
simply repeat the talking points and conclude again: “This is what the corporation
believes is the best course of action.” A lobbyist for another oil corporation recalled,
“You’d think, “‘Why do I feel like I’m talking to a wall?’ Because you are: They
can’t move off a position” without permission from headquarters. They were “honest
as the day is long,” recalled a former Republican staffer, speaking of the
corporation’s Washington staff. “Sometimes blunt.”

ExxonMobil commanded the in-house expertise “to run to ground all the possible
technical arguments around a particular policy area,” said an industry advocate.
“They have people there who can talk about epidemiological studies down to the
parts per billion.” Yet the Washington office’s influence was also limited by its
rigidity and perceived arrogance. “They have a terrible reputation and they deserve
criticism for having allowed that to develop,” reflected a Republican lobbyist who
worked with them. “They very much have the opinion that ‘We are ExxonMobil;
we’re right. And we will prevail.” In Washington, it doesn’t always work that way.
Most people don’t understand the economics of energy and ExxonMobil hasn’t

explained that very well. They have the money to educate people but they don’t do it

very well.”8

ExxonMobil’s Washington strategists divided the capital’s political population into
four broad tiers, in descending order of sympathy for Irving’s agenda. There were
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those who represented or otherwise had emerged from the oil patch, where many
thousands of jobs were at stake—senators and congressmen from Texas, Louisiana,
Oklahoma, and Wyoming, some of them industry veterans. This group included,
after 2000, President George W. Bush and Vice President Dick Cheney. The second
tier consisted of free-market Republicans who didn’t particularly understand the oil
and gas industry, but who usually would be supportive of the industry’s positions.
The third tier consisted of Democrats or liberal Republicans who tended not to trust
ExxonMobil and its ilk, and who regularly voted against the corporation’s interests,
but who had been around Washington long enough to become pragmatic about oil
industry issues; they were at least open to constructive discussion and might
occasionally vote the industry’s way. ExxonMobil’s lobbyists and executives
cultivated ties and made generous campaign contributions to all three of these
Washington subspecies. Lee Raymond had friendships with industry-leaning
Democrats—Representative John Dingell, the longtime automotive industry
champion from Michigan, for example.

Then there was tier four: the enemy, as some of the military veterans who manned
ExxonMobil’s Washington office did not mind putting it from time to time. These
were Democrats and environmental activists who, it seemed to the corporation’s
executives, wanted to disenfranchise ExxonMobil and to use the corporation’s
unpopularity to galvanize liberal constituents and funders. These activists did not
believe in the legitimacy of the profit motive, in the estimation of some ExxonMobil
executives. Senators Charles Schumer and Dick Durbin fell into this category;
Senator Hillary Clinton, on the other hand, did not. Lee Raymond accepted that there
was not much he could do about the company’s permanent opposition in
Washington; these people were not going to change their views. Nor should
ExxonMobil bend to them. Clifton Garvin’s flirtation with solar investments during
the Carter administration was regarded within the corporation as an object lesson in
what not to do. Even Raymond accepted that it had made sense for Garvin to explore
alternative energy businesses during the oil supply upheavals of the 1970s, but the
lesson, he believed, was that alternatives to oil were not economically competitive
and would not be for the foreseeable future. The corporation should stick to its core
expertise and not chase after fleeting political or policy fashions. “In hindsight it
appeared that we were abdicating who we were,” Raymond recalled. “Presidents
come and go; Exxon doesn’t come and go.”2

Some of ExxonMobil’s Washington lobbyists also believed that the most extreme
anti-oil activists could be contained only by direct counterattack and pressure. There
was no sense in pretending otherwise, they argued. The industry’s uncompromising
opponents had to be taken on uncompromisingly.
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As the Bush administration took office, one issue was rising in Washington that was
of far-reaching, even existential importance to the oil industry, an issue that would
test ExxonMobil’s lobbying prowess: climate change. As policy debates about
global warming intensified, two men, one in government and the other in industry,
would increasingly distinguish themselves by their ardent skepticism toward climate
scientists and their opposition to all government regulation: Dick Cheney and Lee
Raymond.

In a large color ad taken out in Life magazine in 1962 by ExxonMobil’s precursor
Humble Oil, a small, smartly dressed cartoon character saluted a photograph of a
majestic glacier. “Each Day Humble Supplies Enough Energy to Melt Seven Million
Tons of Glacier!” the ad’s headline declared.

Such was the John F. Kennedy era of scientific optimism, as marketed by Madison
Avenue. Four decades later, of course, many scientists regarded the retreat of
glaciers and mankind’s unembarrassed capacity to melt them as signs of a slowly
unfolding global catastrophe. (Of the 144 glaciers monitored by researchers between
1900 and 1980, 2 advanced and 142 retreated, an indicator of the earth’s warming

surface temperature during the twentieth century.)2 Climate change became a
galvanizing priority of science and public policy in a remarkably short time. It took
less than two decades from the time of Humble’s ice-melting ad campaign for
Exxon’s executives to recognize that climate change would arrive as a public policy
challenge in Washington and other global capitals, and that it might undermine the
corporation’s business model. Characteristically, Exxon began to prepare itself well
before the phrase “global warming” saturated public consciousness.

The “greenhouse effect” is a natural process in which sunlight is trapped by the
planet’s atmosphere; without it, the earth would be very cold. The question that
scientists gradually examined during the twentieth century was whether additional
gases released by the clearing of forests and the burning of fossil fuels—coal, oil,
and natural gas—accelerated the greenhouse effect. It was not until the 1950s and
1960s that a few scientists began to document credibly that human activity was
releasing more and more carbon dioxide, a greenhouse gas, and that warming might
be the result. Their findings did not immediately stick. The earth’s climate had
undulated across millennia. Orbital variations, the intensity of sunlight, and other
natural factors had produced alternating ice ages and periods of boiling seas long
before the rise of smokestacks and automobiles. Scientists remained divided as late
as the 1970s about essential questions such as whether the earth was warming
markedly, whether a warming or cooling trend posed the greatest future danger, and
how human and industrial activity fit into the picture.
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James Hansen, an astrophysicist at the National Aeronautics and Space
Administration, was among the first scientists to call attention to the danger that
greenhouse gas emissions could produce dramatic warming within a relatively short
time. His and other work prompted the first National Academy of Sciences
examination in 1979. The academy’s study group found that if man-made CO,

emissions—from coal-burning electricity plants, automobile exhaust, truck fumes,
airplane exhaust, deforestation, and other sources—continued to grow, there was “no
reason to doubt that climate changes will result and no reason to believe that these
changes will be negligible,” as the chairman of a study for the National Research
Council’s Climate Research Board put it. The findings might be “disturbing to

policymakers” because “a wait-and-see policy may mean waiting until it is too

late.”1l

The National Academy report attracted Exxon’s attention. Any effort to tax, limit, or
eliminate carbon dioxide emissions on environmental grounds would have obvious
implications for Big Oil. Exxon emitted tens of millions of metric tons of carbon
dioxide in the course of its own oil production, refining, chemical manufacturing,
and electricity-generating operations. Not only did the corporation burn carbon-
laden fuels, it then sold such fuels for profit to other users, who also burned them.

In 1980, just after the publication of the National Academy study, the corporation
hired its own astrophysicist, Brian Flannery, who had taught at Harvard University.
A few years later Flannery recruited a chemical engineer named Haroon Kheshgi,
who had worked at the Lawrence Livermore National Laboratory. Flannery and
Kheshgi started to produce, while salaried employees for Exxon, peer-reviewed
research for the United Nations’s Intergovernmental Panel on Climate Change, or
[.P.C.C. This was a network of many dozens of mostly academic and government
scientists established to create definitive assessments, at multiyear intervals, of the
scientific evidence about global warming. Exxon’s climate scientists also used
corporate funds to support climate-modeling research at the Massachusetts Institute
of Technology. They produced internal assessments of the scientific and policy
questions for Exxon’s Management Committee. In the early years of this Exxon
climate work, constructing an accurate model of future Earth temperatures seemed

daunting. When Flannery arranged contracts with the M.I.T. climate modelers, he

told them, by his own account, “Embrace the uncertainty in all of this.”12

Lee Raymond had no particular background in climate science, but as a chemical
engineer whose doctoral thesis had concerned mathematical modeling, he considered
himself adequately qualified to reach his own judgments on the underlying scientific
questions. (He was the first Exxon chief executive to have a doctorate.) At the
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University of Minnesota, where he had earned his advanced degree on a scholarship,
his academic mentor, Neal Amundson, a renowned figure in chemical engineering,
had instructed him, “Science is science, and don’t let these damn politicians ever
screw you up.”

During the 1980s, when global warming first emerged as a public policy matter,
Raymond turned to the scientists in Exxon’s oil exploration department, who by
profession studied the history of the planet. The corporation’s scientists told him
that climate measurements on Earth were very recent relative to the planet’s
longevity, and that this was a reason to be skeptical about extrapolating data.

Raymond also entered the incipient climate debate with deep skepticism about
nonpolluting alternatives to oil and gas such as solar and wind power, which were
relatively costly but might seem more attractive if climate change was a concern.
“I’ve been there and done that,” Raymond would say of his history with green

technologies.12 He was referring to successive management assignments he
undertook during the late 1970s and early 1980s. In one, he served as second-in-
command at New York—based Exxon Enterprises, which housed alternative energy
initiatives, including solar power. The division had been conceived during the 1960s
as a kind of in-house venture capital arm that might incubate new and profitable
businesses outside of oil and gas. The embargoes and oil price shocks of the 1970s
made this goal seem all the more appealing. Exxon went into the office equipment
business, selling electronic typewriters, fax machines, ink-jet printers, flat-panel
displays, voice recognition hardware, home computers, and computer chips. The
corporation studied the possibility of merging with Bristol-Myers, the drug maker;
Colgate-Palmolive, the consumer products giant; and Hewlett-Packard, the computer
company. In retrospect, such diversification looked like folly to oil industry
strategists, but at the time, it was a corporate fashion.

Raymond’s contribution to Exxon’s experimental thrust was to recommend that it be
shut down. He dumped the corporation’s solar investments. Any business that
required government subsidies to be viable was not for Exxon, he declared.

In the summer of 1988, amid a record-breaking heat wave, James Hansen testified
before Congress about the findings of a paper he had coauthored with six other
N.A.S.A. scientists. Using three different forecasts of releases of CO, into the

atmosphere during the century to come, Hansen and his colleagues predicted that

even in the best case, future temperature changes would be “sufficiently large to

have major impacts on people and other parts of the biosphere.”14

His work fortified the first attempt by governments to regulate greenhouse gases.
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Delegates to the 1992 Rio Earth Summit negotiated a treaty, the United Nations
Framework Convention on Climate Change. President George H. W. Bush signed the
agreement, and the United States Senate ratified it. The treaty divided the world’s
governments into categories, distinguishing between wealthy industrialized
countries and poorer, industrializing ones. It embraced the principle that wealthy
countries should pay the greenhouse gas reduction costs of poorer countries, on the
grounds that the privileged nations had created much of the problem in the first
place and could afford to fix it, whereas it would be unfair to penalize or restrain the
industrial growth of poor countries as they tried to lift their citizens out of poverty.
The convention exacted no binding commitments from any of its parties. However,
the governments and leaders of industrialized countries, including President George
H. W. Bush, pledged to adopt national policies that would “aim” to reduce their
overall greenhouse gas emissions to 1990 levels by the year 2000.

Three years later, the United Nations’s assessment group, the I.P.C.C., reported that
most of the observed warming on Earth’s surface since 1950 was likely to have been
caused by human and industrial activity. “The balance of evidence . . . suggests a

discernible human influence on global climate,” its summary report stated.12

Lee Raymond publicly rejected even the qualified formulations of the 1995
assessment. In October 1997 (which would prove to be the fifth-warmest year on the
planet, to that point, since the mid-nineteenth century), he flew to Beijing to deliver
a speech to the Fifteenth World Petroleum Congress, an event hosted by the People’s
Republic of China. At the time, the Clinton administration was in the last round of
international negotiations that would produce the Kyoto Protocol, an enhancement of
the 1992 Framework Convention, with commitments that would require rich
governments to reduce their emissions. Raymond’s purpose in Beijing was to
denounce the Clinton administration’s negotiating position. He devoted thirty-three
paragraphs of his seventy-eight-paragraph speech to the argument that evidence
about man-made climate change was an illusion and that a binding agreement to
reduce greenhouse gas emissions was therefore unnecessary:

Is the Earth really warming? Does burning fossil fuels cause global
warming? And do we now have a reasonable scientific basis for predicting
future temperature?

In answer to the first question, we know that natural fluctuations in the
Earth’s temperature have occurred throughout history—with wide
temperature swings. The ice ages are a good example.



In fact, one period of cooling occurred from 1940 to 1975. In the 1970s,
some of today’s prophets of doom from global warming were predicting
the coming of a new ice age. . .. The Earth is cooler today than it was
twenty years ago.

We also have to keep in mind that most of the greenhouse effect comes
from natural sources. . . . Only four percent of the carbon dioxide entering
the atmosphere is due to human activities—96 percent comes from nature.

Leaping to radically cut this tiny sliver of the greenhouse pie on the
premise that it will affect climate defies common sense and lacks
foundation in our current understanding of the climate system. . . . It is
highly unlikely that the temperature in the middle of the next century will
be affected whether policies are enacted now or 20 years from now.

He went further: He urged poor, rapidly industrializing countries such as China to
defy the United States and Europe by blocking any agreement in Kyoto that would
result in “slower economic growth, lost jobs, and a profound and unpleasant impact
on the way we live.” China and other developing nations might be exempted from
the treaty’s direct economic costs, but this “will not prevent them from being hurt.
Their exports will suffer as the economies of industrialized nations slow. So all of us
would suffer from these proposals.” Moreover, China and other poorer countries had
an obligation, on behalf of their impoverished citizens, to ignore the fears of
environmentalists comfortably ensconced in the wealthy West, Raymond argued:

The most pressing environmental problems of the developing nations are
related to poverty, not global climate change. Addressing these problems
will require economic growth, and that will necessitate increasing, not

curtailing, the use of fossil fuels.16

It was extraordinary for the chief executive of a U.S.-headquartered multinational to
lobby against a treaty he disliked by appealing to a Chinese Communist government,
among others, to adopt a negotiating position opposed to a sitting American
president.

Raymond believed, however, that his obligation as Exxon’s chief executive was not



primarily to support American diplomacy—and certainly not when he disagreed
with its assumptions so profoundly. The Beijing address was “seminal,” recalled
Frank Sprow, a senior Exxon executive who worked closely with Raymond on the
climate issue.

Exxon’s message was that governments should avoid steps that would curtail
economic growth. Raymond adamantly believed that Kyoto was both an impractical
and an unjust economic agreement—impractical because it would require the United
States to make sacrifices in its national way of life that its people would never
undertake, and unfair because it laid too much of the climate policy burden on
developing economies whose governments had an urgent moral duty to lift their
people out of poverty, which required, in his estimation, burning fossil fuels.

Exxon might withstand the financial and business burdens that would likely follow
from treaty-imposed limits on greenhouse gas emissions, but Raymond feared that
the global economy would slow markedly and the knock-on effects of reduced
growth would hurt the oil industry and the country. He also viscerally resented what
he regarded as the fear-mongering of the environmentalist movement. Only by
hyping the threat could they justify immediate, even drastic policy intervention:
“Just give me a break!” Raymond told his colleagues.

“They had come to the conclusion that the whole debate around global warming was
kind of a hoax,” said an executive who had direct access to Raymond. “Nobody
inside Exxon dared question that.”

China and scores of other poor countries ignored Raymond’s pleadings and signed
the Kyoto Protocol, along with the United States, in December 1997. Thirty-seven
industrialized nations, including America, accepted binding targets (although
without any enforcement mechanism) that between 2008 and 2012, they would
reduce their emissions 5 percent below 1990 levels. For the first time—almost two
decades after the first National Academy of Sciences study had suggested that
climate change might be “disturbing to policymakers”—a regime to control
greenhouse gas emissions threatened to impose real costs on industrial corporations
like Exxon.

Arthur G. “Randy” Randol III, who served as ExxonMobil’s senior environmental
adviser in Washington at the time, led climate lobbying for the corporation’s K
Street team. Randol had earned his doctoral degree in nuclear engineering at the
University of Florida in Gainesville. During the 1990s, he had immersed himself in
the issues around climate change. A large man, he could be blunt in argument. He
was “brilliant,” an admiring colleague said, but he had “a reputation for being pretty
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aggressive. Lots of people in Washington are very polite in meetings, and Randy is a
bull in a china shop.” He could “talk about climate studies and carbon technology
projects the way other people I know talk about the 1986 Red Sox outfield,” another
colleague recalled.

For political cover, Exxon increasingly worked the climate account through the
American Petroleum Institute, the industry trade and advocacy group. Randol
provided technical expertise, while Raymond offered authority and funds. During the
late 1990s, with emphatic support from Exxon, climate became the “eight-hundred-
pound gorilla” within the institute, a “really, really big issue—bigger than anything
else,” a former executive recalled. The oil industry did not want “to risk a reduced
reliance on petroleum based upon provisional science, emerging science, or based
upon harmful public policies,” as Philip Cooney, an A.P.I. attorney who worked on
climate policy at the time, put it. Lee Raymond took the lead within A.P.I.,

strengthened by the expertise of Exxon’s in-house astrophysicist, Brian Flannery.1Z

They recognized that if they oiled the opposition to Kyoto in Washington—if they
allowed environmental groups to frame the issue as one pitting greedy oil
corporations against planet Earth—they would undermine their own interests. To
evade direct assaults by environmentalists, Exxon and other A.P.I. members joined a
newly invented and more broadly based group, the Global Climate Coalition, with
influential members from every part of the country and many different industries.
Exxon and Royal Dutch Shell joined, but so did the Aluminum Association, General
Motors, Ford, and DaimlerChrysler. They won endorsements from autoworkers
concerned that Kyoto would lead to American job losses. During the last years of the
Clinton administration, the coalition became “the most effective industry
association I’ve ever seen at working to block progress on climate change,” Kert
Davies, the research director for Greenpeace, said later. Under Raymond’s spur,
A.P.I. also poured money into independent think tanks and advocacy groups that
were predisposed to attack Kyoto, or were invented for the purpose by individual
anti-Kyoto campaigners aligned with industry. Their strategies emphasized “the
promotion of free-market principles,” as the institute’s lawyer, Phil Cooney, later

put jtd8

Greenpeace launched its own well-funded campaign to strengthen Kyoto. In the
United Kingdom it attacked British Petroleum. In the United States it focused its
efforts on the Global Climate Coalition’s most unpopular member: Exxon.

From Greenpeace’s Washington, D.C. office, the group’s highly committed activist
cadres scoured the capital for evidence that might discredit their oil-funded
opponents. An allied group, the National Environmental Trust, dug up an A.P.I.
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document suggesting that the oil industry association had decided to rerun the tactics
of the tobacco industry. Between the 1960s and 1980s, that industry had spent
millions of dollars to fund dissident scientists and think tanks willing to challenge
scientific evidence about smoking’s dangers.

The document was an “Action Plan” drafted by the American Petroleum Institute’s
Global Climate Science Team that called for up to $7.9 million in spending to
influence public opinion about Kyoto. It declared that “victory” would be achieved
when:

Average citizens “understand” (recognize) uncertainties in climate
science;

Recognition of uncertainties becomes part of the “conventional wisdom”;
Media “understands” (recognizes) uncertainties in climate science;

Media coverage reflects balance on climate science and recognition of the
validity of viewpoints challenging the current “conventional wisdom”; . . .

Those promoting the Kyoto treaty on the basis of extant science appear to
be out of touch with reality.

The document also recommended that A.P.I. “identify, recruit, and train” a team of
scientists “who do not have a long history of visibility and/or participation in the

climate change debate” and fund them to “add their voices to those recognized

scientists who already are vocal.”12

This, increasingly, was the underlying structure of Washington policy debates: a
kaleidoscope of overlapping and competing influence campaigns, some open, some
conducted by front organizations, and some entirely clandestine. Strategists created
layers of disguise, subtlety, and subterfuge—corporate-funded “grassroots™
programs and purpose-built think tanks, as fingerprint-free as possible. In such an
opaque and untrustworthy atmosphere, the ultimate advantage lay with any lobbyist
whose goal was to manufacture confusion and perpetual controversy. On climate,
this happened to be the oil industry’s position.

Raymond’s public affairs chief, Kenneth P. Cohen, directed a network of allies and
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grantees in Washington who created havoc in the climate science debate. Walt
Buchholtz, like Cohen a veteran of Exxon’s Chemical Company, served as a policy
adviser to The Heartland Institute, a Chicago-based free-market group that
frequently published tracts challenging the scientific basis for global warming fears.
The Competitive Enterprise Institute, on L Street, received hundreds of thousands of
dollars from Cohen’s department; its free-market advocates filed lawsuits
challenging the implementation of climate reviews by the Clinton administration, on
the grounds that the scientific data relied upon was unreliable. Exxon provided
$373,500 in 1998 and 1999 to the Annapolis Center for Science-Based Public Policy,
a nonprofit that backed some of the most prominent scientists skeptical of
mainstream science on climate; the center would eventually honor Oklahoma
senator James Inhofe, the Congress’s most ardent doubter of global warming, for his

work in promoting “science-based public policy.”2Y The individuals writing and
lobbying in the network Exxon funded described themselves as honest, libertarian
skeptics who had the courage to challenge conventional scientific wisdom. They did
not feel polluted by the receipt of Exxon money any more than liberal-minded
campaigners might feel polluted by the receipt of grant funding from, say, the
George Soros—backed, left-leaning philanthropy, the Open Society Institute.
Relatively few of the thinkers in the network aligned with Exxon’s views were
climate scientists, however. They typically concentrated on economics and public
policy matters. The books authored by members of this movement included titles
such as Red Hot Lies: How Global Warming Alarmists Use Threats, Fraud, and
Deception to Keep You Misinformed and The Global-Warming Deception: How a
Secret Elite Plans to Bankrupt America and Steal Your Freedom. Inside
ExxonMobil’s K Street office, the sense among some of the lobbying staff was that a
lot of this provocative activity was being stoked by the public affairs department in
Irving with the idea that it would please the boss, Raymond, whose views on climate
policy were well known; a few worried that the fringe campaigners might ultimately
endanger shareholders by creating litigation or regulatory risk for the corporation.

The A.P.I. internal documents rooted out by investigators for environmental groups
did not contain the kind of smoking-gun evidence about climate science that was
earlier unearthed from the tobacco companies. The tobacco industry’s documents
made clear that corporate scientists knew that smoking was harmful, but nonetheless
buried the facts and published misleading studies. In the case of the emerging
controversies over climate, there was no evidence that A.P.I. or Exxon maliciously
distorted in-house scientific research. The corporation’s advocacy campaigners were
now inching toward dangerous legal territory, but in the main, the “Action Plan”
documented a subtle strategy involving the use of money to advance corporate
interests by exploiting the uncertainties and argumentation that can be innate to
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science.

On May 31, 2000, in Dallas, six months after the Mobil merger, Lee Raymond stood
before the first annual meeting of ExxonMobil shareholders—an unruly gathering of
religious leaders, environmentalists, and other dissidents who regularly used the
meeting, which was required by law, to pressure Raymond over his corporation’s
public policies, particularly on the environment, alternative energy, and climate.
One such activist had just accused Raymond of ridiculing those in the audience who
disagreed with him.

“I’m not ridiculing anybody,” Raymond answered. “And I resent the assertion that I
am. We have a difference of view. This is a democracy. . . . And frankly, I’m not
interested in being ridiculed. . . .”

Another speaker demanded “a long-term solution to global warming”; applause
erupted.

Raymond possessed no impulse to restrain himself on this subject. “If the data were
compelling, I would change my view,” he once said. “Ninety percent of the people
thought the world was flat. No?”

Now, Raymond went further than he had ever gone in locating his corporation’s
place in the global warming debate.

“Mark, would you provide me a slide on the seventeen thousand scientists?”
Raymond asked an aide.

A slide duly flashed on a wide screen. It depicted a petition organized by anti-Kyoto
campaigners and signed by thousands of scientists. The idea was to demonstrate that
many respectable scientists doubted key aspects of the [.P.C.C. consensus about the
likelihood of human contributions to global warming. The petition’s credibility had
already been undermined by testimony presented to Congress demonstrating that its
signatures included those of pop musicians such as the Spice Girls and James
Brown. If Raymond knew about these problems, he did not care.

“This is a petition signed by seventeen thousand scientists. . .. “There is no
convincing scientific evidence that any release of carbon dioxide, methane, or other
greenhouse gases is causing or will in the foreseeable future cause catastrophic
heating of the earth’s atmosphere and disruption of the earth’s climate.” So, contrary
to the assertion that has just been made that everybody agrees, it looks like at least
seventeen thousand scientists don’t agree. My point is not that these seventeen
thousand are right and you’re wrong. Your point is you’re right and I’'m wrong. I'm
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not saying you’re wrong. What I am saying is there is a substantial difference of
view in the scientific community as to what exactly is going on. . .. We’re not going
to follow what is politically correct. . . .”

He went on. “Mark, would you first give me the three-thousand-year slide?”
Another image flashed on the screen. It showed lines undulating on a graph.

“That’s the earth’s temperature as best these scientists are able to estimate what it
was for the past three thousand years,” Raymond continued. “It’s been a long time
since I went to graduate school. But if you just eyeball that, you could make a case
statistically that, in fact, the temperature is going down.

“I’m not asserting that. Similarly, I reject the assertion that it’s going up.”2L

The 2000 presidential campaign was a dead heat to the finish. Al Gore, concerned
about winning coal states, muted his views about the dangers of global warming. The
handful of quotations and policy statements George W. Bush offered on climate
were rife with contradictions. Asked about global warming during a debate with
Gore, he said that “it’s an issue that needs to be taken very seriously,” but he also
suggested that some climate scientists were “changing their opinion a little bit,”
without explaining himself further. Bush denounced the Kyoto Protocol as too
harmful to industrialized countries like the United States, but his campaign also
issued a policy document urging mandatory reductions of four major pollutants,
including carbon dioxide. Bush’s decision to name CO, as a pollutant suggested that

he might accept Kyoto’s broad goals.22

After his inauguration, in addition to Vice President Cheney’s energy policy task
force, the president named a less-publicized cabinet-level working group to review
climate change science and policy. The members included Secretary of State Colin
Powell, Treasury Secretary Paul O’Neill, Commerce Secretary Don Evans, Energy
Secretary Spencer Abraham, and Christine Todd Whitman, head of the
Environmental Protection Agency. Cheney also took part. John Bridgeland, director
of the White House’s Domestic Policy Council, and Gary Edson, a deputy national
security adviser, organized the work. They recruited a half dozen career climate
scientists working in federal departments to move temporarily to the Eisenhower
Executive Office Building, next to the White House. There they organized climate
science and policy briefings for the new cabinet members.

“It was a heady time,” recalled one of the participating scientists, Aristides Patrinos.
“The potential was so great.” He and other career scientists summoned to the White



House had concluded, on the basis of the evidence from the campaign and the
transition, that Bush shared their sense of urgency about the need to control
greenhouse gases. Because the president was a Republican with a background in the
oil industry, Patrinos thought, “This was like when [Richard] Nixon went to China—

Bush could really be the one who would do something with respect to climate

change.”23

Patrinos and his colleagues delivered science lectures to the cabinet group at rotating
sites—one time at State, the next at Agriculture, and so on. James Hansen of
N.A.S.A. delivered one private lecture; James Edmonds of the Pacific Northwest
National Laboratory gave another concerning the mix of policies and technologies
that might be required to stabilize greenhouse gas concentrations. During these
sessions, which were unpublicized and closed to all but senior staff, Patrinos was
impressed at how open-minded some of the cabinet members, such as Colin Powell
and Don Evans, seemed to be. As the lectures went on, however, he also became
concerned about the demeanor of Vice President Cheney.

The scientists laid out vivid, illustrated accounts of the damage global warming
could bring in the future: melting glaciers, rising sea levels, droughts, and severe
storms. They offered specific forecasts about the impact global warming could have
on public health and on the economy. One of the lecturing government scientists
described the possibility of rising sea levels in “lowland areas in Miami, south
Florida,” as Patrinos recalled it.

Hearing this, Cheney shifted uncomfortably, Patrinos remembered. He looked like a

“raging bull. . . . He got up, paced back and forth, then stood next to me, and I could

sense that he was not a happy camper.” Cheney remained silent.24

The vice president soon preempted the climate task force’s work. Haley Barbour, a
former chairman of the Republican National Committee who had become a lobbyist
for a utility firm that stood to lose if greenhouse gases were regulated, urged Cheney
in a March 1 memo to persuade Bush not to align with the “eco-extremism” of those
who saw carbon dioxide as a pollutant. Two weeks after Barbour’s memo landed,
Cheney arranged for Bush to sign a letter to Congress repudiating his campaign
position about CO,—without so much as informing Christine Whitman, the new

Environmental Protection Agency (E.P.A.) chief, in advance.

Whitman called Treasury Secretary O’Neill. “Energy production is all that matters,”
she said. “[Cheney] couldn’t have been clearer.”

“We just gave away the environment,” O’Neill replied.2—5



A few weeks later, ExxonMobil’s climate policy specialist Randy Randol sought a
meeting with Under Secretary of State Paula Dobriansky, the administration’s lead
diplomat on global warming issues. One of Dobriansky’s senior aides, career foreign
service officer Ken Brill, prepared a briefing memo. It noted: “Mr. Randol has asked
for this meeting at the suggestion of our Ambassador-designate to Sweden, Charles
Heimbold, who served on the board of ExxonMobil.” Heimbold, the former chief
executive of the drug maker Bristol-Myers Squibb, felt that “we should hear from
Exxon/Mobil scientists who have perspectives on the climate change debate that are
not consistent with the science that has supported our climate policy until now.”
Brill suggested some talking points for the under secretary that might assuage the
corporation’s lobbyist:

Understand Exxon/Mobil’s position that there should be no precipitous
policy decisions if scientific uncertainties remain. . . . Administration will
continue to oppose the Protocol, but must move forward on improving our
scientific understanding. . . . We will, however, continue to rely on input
from industry and other friends as to what constitutes a realistic market-

based approach.28
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Four

“Do You Really Want Us as an Enemy?”

Early in March 2001, an Acehnese rebel commander known as Abu Jack (“Father of
Jack,” in Arabic) telephoned Ron Wilson, a Texas A&M graduate who ran
ExxonMobil’s operations in Indonesia. The time had arrived, the caller said, for the
corporation to make payments to his separatist guerrilla force. Other oil and gas
companies paid for the right to operate in the disputed province of Aceh, Abu Jack
claimed. “So must ExxonMobil” was the essence of his message.

Wilson told Abu Jack—whose given name was Zackaria Ahmad—that he would take
the demand to his supervisors. He hung up and soon called the United States
embassy. He and other ExxonMobil officials disclosed that they had evidence that
rebels were stockpiling heavy weapons near their facilities. They also declared they
would never pay extortion money. “We are very close to closing down,” they

reported.d

When Lee Raymond acquired Mobil Oil, he also acquired a small war. It was a
conflict that Mobil had been struggling with for decades. In any merger, the
acquiring party often finds that the target company has a few problems that are
worse than expected. Mobil’s role as a party in one of fractious Indonesia’s most
violent separatist insurgencies quickly emerged as such a case. The war was
emblematic of ExxonMobil’s dilemmas in the era of resource nationalism. The
corporation’s options to acquire “equity” oil and gas outside of the United States,
Europe, and Australia were increasingly limited to poor and weak states prone to
internal violence. And in a period of Internet-enabled corporate responsibility
campaigns, oil drilling in such countries seemed to attract guerrillas and human
rights researchers in equal measure. Exxon had largely avoided the problems that
arose from extracting oil and gas in the midst of small wars. The acquisition of
Mobil’s far-flung properties—in Indonesia and West Africa, especially—would
force Raymond and his management team to come to terms with issues they had
little experience managing, including the conduct of security forces guarding
ExxonMobil oil and gas fields and the geopolitics and diplomacy required to bring
oil-related insurgencies to a negotiated end. Raymond’s one-size-fits-all Operations
Integrity Management System was not especially well suited for the murky violence,
corruption, and shifting politics Exxon now confronted in Indonesia.



Mobil had been present in the country for decades. During the 1970s, it had acquired
access to a lucrative natural gas field on the northern tip of Sumatra, in the province
of Aceh (pronounced Aah-chay). The latest round of separatist conflict had been
under way for almost twenty-five years in a poor but lush seaside region of rain
forests, mountains, rice paddies, and palm oil plantations. Aceh had been an
independent Muslim kingdom ruled by sultans for more than four centuries. A Dutch
colonial army landed in 1873; the invading commander died within a week and so
did many of his men. The first Acehnese resistance war lasted forty years. It calmed
and then resumed after Indonesia gained independence from the Netherlands in
1949. From the 1970s, Aceh’s struggle to control its own affairs revolved
considerably around natural gas and the question of who should benefit from its sale.
The gas lay buried in the Arun field, as it was known, beneath an expanse of fertile,
palm-laden land along the northern mouth of the Strait of Malacca, near the town of
Lhokseumawe.

A large share of the Arun field belonged to Mobil. It contained about 17 trillion
cubic feet of gas (the equivalent of just under 3 billion barrels of oil) and proved to
be highly remunerative: In the decade leading to the Exxon merger, the Arun field
accounted for about a fifth of Mobil’s overseas revenue from oil and gas production.
The subsidiary that extracted Aceh’s gas and then liquefied it for transportation to
Japan and other markets earned $295 million in profits in 1998, $311 million the
next year, and $498 million the year after that. The earnings reflected lucrative
contracts Mobil had negotiated during the panicked period of the Arab oil
embargoes and the early Iranian Revolution, when many energy-importing nations in
Asia feared they would not have access to supply at any cost and proved willing to
pay relatively high prices for guaranteed long-term deliveries.
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“My nightmare is to pick up the New York Times and read that both Nigeria and
Indonesia are in flames,” Lou Noto, Mobil’s chairman, told industry colleagues in
the late 1990s. Those two countries accounted for a lopsided share of Mobil’s
profits; both were wracked by internal rebellions. Noto, therefore, had extra
incentive to muddle through the Aceh war. ExxonMobil, under Lee Raymond, was
not going to lightly set aside half a billion dollars in annual profit, either, but the
merged corporation had more financial flexibility to tell the likes of Abu Jack to go
away. The Indonesian government’s position was more like Mobil’s had been—it
was dependent on keeping the gas profits flowing. Its take from Aceh was about $1.2
billion in 2000, more than a fifth of the government’s total oil and gas receipts that

year, and about 6 percent of its revenues from all sources, before international aid.2

To a great extent Aceh’s war had evolved into a contest over who could bargain or
shoot his way to control the Arun field’s cash flow. One of the contenders was a
former New Yorker named Hasan di Tiro, a charismatic Acehnese nationalist leader
to some, and to others, “a quixotic, self-promoting political dabbler prone to
hysterics and exaggeration,” as one biographer put it. Di Tiro was a great-grandson
of a heroic nineteenth-century anti-Dutch guerrilla fighter. He grew up in
unassuming circumstances in Aceh, migrated to Indonesia’s main island of Java to
attend law school, and then won a scholarship to the United States in 1950, at the age
of twenty-five. He attended Columbia University and later worked in the



information department of the Indonesian mission to the United Nations. He made
the acquaintance of Edward Lansdale, the Central Intelligence Agency’s legendary
Asia hand during the cold war. Di Tiro found himself “circulating in the eddies and

backwaters of international diplomacy” in New York.2

He absorbed the radical ideas of Marxist-influenced, postcolonial liberation
movements that spread worldwide during the 1960s, but he also tried to provide for
his family through business ventures back in Indonesia. In 1974, one of Di Tiro’s
companies, Doral Inc., bid for a contract to build a pipeline connected to Mobil’s
Acehnese gas field; the job went instead to the San Francisco—based Bechtel
Corporation. Di Tiro’s opponents later emphasized this commercial setback as a
cause of his final radicalization. Di Tiro told a different story: Soon after he lost the
pipeline bid, he was flying aboard a private jet when its engines died. He promised
himself that if he survived, he would lead a revolution for Acehnese independence.
He had reached late middle age and believed that he had “lived long enough,” he told

an interviewer. His biographer felt that Di Tiro was describing a “midlife crisis of

sorts.”%

He founded the Gerakan Aceh Merdeka, or “Free Aceh Movement,” known as
G.A.M. His followers snuck into the province from Malaysia and opened their
“armed struggle” in the rain forests and volcanic hills of the rugged Pidie region on
October 30, 1976. Di Tiro issued a declaration of independence six weeks later,
drawing on his American education: “We, the people of Aceh . . .” he began. His war
strategy, he later wrote, was to shut down “foreign oil companies . . . to prevent them
from further stealing our oil and gas.” G.A.M. leaflets warned Mobil and Bechtel
employees to “pack and leave this country immediately.” Di Tiro organized about
three hundred fighters and managed to make contact with Muammar Gaddafi, the

Libyan dictator; he sought training for his men at Libyan camps. “They have Mobil

0Oil,” Di Tiro reportedly told Gaddafi, “so you must support us.”2

Because Mobil employed nearly three thousand Acehnese directly or by contract, it
proved risky for G.A.M. to target the company; job losses would alienate the rebels’
population base. Abu Jack’s extortion demand reflected the murky war that had
evolved in reaction to these constraints: Rather than throw Mobil out, G.A.M. sought
to access the corporation’s revenues, directly and indirectly. Racketeering had
become commonplace on both sides of the conflict.

The violence was sporadic, but it was often most intense around the sprawling,
fenced-in Mobil gas facilities. On the north side of Lhokseumawe (the town’s name
meant “Everything Deep,” a reference to the swampy terrain in which it sat) stood
the factory-size Arun liquefied natural gas (L.N.G.) plant. On the other side of town



lay the gas fields themselves, spread out across tens of square miles, intermingled
with inhabited villages. A modern gas well is relatively unobtrusive in comparison
to an oil well: a chest-high, cylindrical metal structure with no moving parts. Mobil
installed these robot-looking creatures in fenced areas with names such as Cluster I
and Cluster II.

Point A was the main administrative and engineering headquarters for the gas fields.
ExxonMobil compounds worldwide displayed a universal design: yellow security
lights, high double fences at the entrance, and just inside (after the post-Valdez
safety campaigns evolved) a large billboard declaring “Nobody Gets Hurt.” About
220 expatriate employees—Americans, Australians, Japanese—lived within
ExxonMobil’s compounds in Aceh. Around them lay clayroads, rice paddies, grazing
fields with a few stray cattle, and tin-roofed village homes.

G.A.M. fielded a few thousand guerrillas; its most sophisticated weapons were
semiautomatic rifles and rocket-propelled grenade launchers. The guerrillas taxed
and extorted villagers and erected roadblocks to take money and property from
passing vehicles. A few miles away from a G.A.M. roadblock constructed from
fallen tree trunks, Indonesian soldiers might man their own barrier, peering into cars
in search of suspicious-looking young Acehnese men.

Mobil had adapted to the war without ever missing a gas delivery. Early in 2001,
however, a stream of extortion letters and phone calls started to arrive at
ExxonMobil’s offices. The corporation’s security department, which ran its own
intelligence operations in the province, heard “widely divergent rumors,” as a U.S.
embassy cable put it, about what lay behind the letters and whether the commander
known as Abu Jack was, in fact, responsible: “One source says he’s now in jail and
that imposters are making the threats; others say he is a double agent in the employ

of the security forces.”®

ExxonMobil’s security department had also received reports that Indonesian
executives at a partner company had recently paid a $100,000 ransom to win the
release of a kidnapped Indonesian-born executive. The alleged payoff had
“heightened concern” that rebels might now be encouraged to kidnap someone at
ExxonMobil, perhaps an expatriate. To deter G.A.M., ExxonMobil suggested to the
U.S. embassy in Jakarta that the corporation take out newspaper advertisements
declaring its “refusal to make illicit payments”; the embassy judged, however, that

“any effort to publicly defy the G.A.M. . . . is not advisable.”Z

Abu Jack, or whoever he was, telephoned ExxonMobil once more on the morning of
March 9. A large rebel force had gathered to attack the corporation’s gas fields, the



caller reported; G.A.M. had ordered villagers in the area to leave. ExxonMobil’s
local employees could see that nearby residents were, in fact, leaving. Around the
same time, a mortar attack and a roadside pipe-bombing targeted a bus carrying
corporate personnel. The evidence suggested to ExxonMobil that G.A.M.—or some
faction of the undisciplined rebel movement—had changed its targeting policy to go
after the company directly, either to advance its extortion campaign or because

senior G.A.M. leaders had quietly decided that ExxonMobil was now an enemy of its

rebellion, in a way it had not been seen as before.8

Ron Wilson, who was the president of Mobil Oil Indonesia, the subsidiary that
managed all of ExxonMobil’s oil and gas operations in the country, decided he could
wait no longer. He was accustomed to managing risk on behalf of expatriate and
local employees, but he concluded that G.A.M. had now crossed a line. Wilson
reported through ExxonMobil’s chain of command ultimately to Harry Longwell,
Raymond’s executive vice president for upstream operations on the Management
Committee, the corporation’s supreme governing council. Raymond’s judgment
about the war he had inherited in Aceh, he recalled, was that “Mobil wasn’t shooting
anybody, but obviously the military was going to protect” the gas field, “driven by
orders from Jakarta, and Mobil was kind of in the middle of it.” Raymond entrusted
the day-to-day decision making to Longwell.

He decided to shut down operations in Aceh. The decision shocked Indonesia—
newspapers covered the story under front-page banners. Until the Indonesian
government created conditions in which ExxonMobil’s employees felt safe, Ron
Wilson and other ExxonMobil spokespeople declared, Jakarta’s billion-dollar annual
revenue flow would be turned off.

Robert Gelbard served that winter as the United States ambassador to Indonesia. He
was a large, balding, and sometimes combative war-zone diplomat who had served
in the Balkans during the Kosovo conflict. He told Ron Wilson that he supported
ExxonMobil’s decision. Gelbard’s responsibilities included the safety of American
citizens in Indonesia, and he felt the situation in Aceh was becoming “dramatically
dangerous,” he said later, and he was “really worried” that some of ExxonMobil’s

people “were going to get killed.”2

Still, Gelbard wanted to intervene to help restart gas production as soon as possible.
Indonesia had embarked only recently on a shaky, unstable democratic transition
after decades of military rule. The country’s president, Abdurrahman Wahid, could
ill afford the loss of taxes and royalties from ExxonMobil’s Aceh gas fields.

The United States formally rejected G.A.M.’s independence drive and supported



Indonesia’s claims of sovereignty over Aceh. G.A.M. leaders nonetheless considered
the United States to be friendly to their aspirations because American diplomats
advocated autonomy negotiations that would grant Acehnese leaders greater control
over local affairs within a united Indonesia. With approval from Washington and the
Indonesian government, Gelbard flew to Singapore for a secret meeting with one of
G.A.M.’s most senior leaders. Gelbard recalled that he “wanted to be very clear with
them: Yes, we like them, but no, we didn’t support independence.” At the same time,
Gelbard believed that a military victory was not feasible for either side in the war—
only successful autonomy negotiations between Jakarta and G.A.M. could end the
violence. Wahid’s democratic government was inclined toward such peace
negotiations, but Wahid had attracted opposition from hard-liners in the Indonesian
military who wanted to eradicate G.A.M. by force. If Gelbard could restart
ExxonMobil’s gas production, he might, among other things, deliver a victory to
Jakarta’s beleaguered civilian peace-promoting forces. Gelbard said later that his
intervention in the Aceh war had nothing to do with ExxonMobil’s business interests
or the profits it produced from the Arun gas fields; he sought to reduce the Aceh
conflict’s violence so that Indonesia would have a better chance to move from
dictatorship toward democracy.

ExxonMobil could not be precise about what improvements in security would be
necessary to persuade the corporation to restart operations in Aceh. “We’ll know it
when we see it,” an ExxonMobil executive told one of the ambassador’s colleagues

at the embassy.12

One way to reassure the corporation would be to persuade G.A.M. to publicly
declare that ExxonMobil was off-limits in Aceh’s war. Gelbard thought that the
United States should “read the riot act” to G.A.M. about its decision to target
ExxonMobil. The ambassador and other senior Bush administration officials decided
that spring to embark on an extraordinary campaign to restore ExxonMobil’s Aceh
operations, and by doing so relieve pressure on Indonesia’s wobbly elected
president. It was unusual for an American administration to negotiate directly with a
guerrilla force over its targeting strategies, and even more unusual for it to apply
American pressure to remove from insurgent target lists a lucrative field operated by
ExxonMobil.

Aceh’s conflict was a dirty war characterized not only by kidnapping and extortion,
but also by a brutal campaign carried out by the Indonesian military, a campaign that
included torture and summary executions of suspected guerrillas. By aligning itself
with ExxonMobil and Indonesia’s government to pressure G.A.M., the Bush
administration risked associating itself with the Indonesian military’s tactics.
Sections of the military were on ExxonMobil’s payroll to provide security at the



perimeter of the Arun fields. These payments to Indonesian soldiers by the
corporation were mandated by ExxonMobil’s contract. In return, the corporation’s
Indonesian partners agreed to “assist and expedite” ExxonMobil “by providing . . .
security protection . . . as may be requested” by the oil company. As a practical
matter this meant that the Indonesian government supplied troops from the Tentara
Nasional Indonesia, or Indonesian National Army, known as the T.N.I., to protect the
gas fields. Under the arrangement, ExxonMobil paid the Indonesian soldiers’
salaries; by the time of the extortion campaign in early 2001, the going rate was
about $294 per month for a typical enlisted man. The soldiers were by all accounts—
including that of the Bush administration—engaged in appalling human rights
violations.

As ExxonMobil prepared to shut down in Aceh, Ambassador Gelbard signed a
confidential cable to Washington. He reported his embassy’s judgment that G.A.M.
was guilty of “atrocities.” He also described, however, the ongoing crimes of
Indonesian security forces that protected ExxonMobil’s gas fields: “The
military/police offensive [in Aceh] is resulting in significantly growing human
rights abuses. Many civilian corpses bear marks of torture and their hands are tied
behind their backs. Neighbors of those later found dead often report that non-

Acehnese men in plainclothes kidnapped the victims.”1L ExxonMobil’s daily
operations were fixed in the middle of that dark violence.

The Indonesian military’s brutality in Aceh traced to the authoritarian “New Order”
government of Indonesian president Mohammed Suharto, a former general who took
power during the 1960s after a violent purge of the Indonesian Communist Party.
The United States saw Suharto as a vital link in its anti-Communist strategy in
Southeast Asia. Indonesia is an unwieldy archipelago of about seventeen thousand
islands spread out over three thousand square miles. Suharto consolidated his power
by allowing the military to enrich itself during deployments around the country’s
resource-rich islands; he also constructed a tight-knit circle of family and ethnic
Chinese business cronies in the capital of Jakarta. To shore up his security alliance
with Washington, the president allowed American corporations to enjoy access to
Indonesia’s minerals, oil, and gas. Suharto offered mining concessions to Freeport-
McMoRan Copper & Gold and he delivered to Mobil the large stake in Aceh’s Arun
field. (Mobil offered a share of the field to Exxon at the time, but the latter’s
upstream executives demurred, to their enduring regret.)

Mobil entered into a production-sharing contract with Indonesia’s P. T. Pertamina,
then a state-owned oil company. Under Indonesian law Suharto could name certain
“Vital National Objects” that required military protection; in 1983, the Aceh
property was so designated. Thousands of T.N.I. soldiers poured into North Sumatra



to protect Mobil from the threats and sporadic attacks carried out by G.A.M.

Suharto had tried and failed to win the war in Aceh by force during the 1990s. He
declared the province a special military zone. Torture and disappearances became
commonplace. The T.N.I. rounded up thousands of young Acehnese men, interred
them in camps, and forced them to sing the national anthem as part of their
reeducation. According to human rights investigators, army officers set up schemes
to profit from their deployments to Aceh—they ran logging operations, marijuana
farms, and other rackets.

Security posts and unmarked interrogation houses became the settings for the
blackest chapters of Aceh’s conflict during this period. Some of the interrogations
took place on Mobil property or very nearby. The T.N.I. units set up posts along the
fenced perimeters of the gas fields; the posts were sometimes separated by just a few
hundred yards. Two of the most notorious facilities around Mobil’s fields were
known as Post A13 and Rancong Camp. A post might consist of a two-story concrete
building or just a barbed wire, sandbagged encampment with makeshift sleeping
quarters.

One area with a particularly heavy security presence lay toward the south of
Lhokseumawe, where pipes gathered gas from scattered wellheads and drew it into
trunk lines for transport to the liquefied natural gas plant. A large trunk line ran
down a straight, miles-long corridor known as the Pipeline Road. By early 2001,
G.A.M. had taken to planting bombs and digging up pipes along the road. The T.N.I.
erected security posts at intervals along the Pipeline Road and ran patrols in the area.

During the mid-1990s, Indonesian soldiers and intelligence officers arrested a
number of G.A.M. leaders, including Sofyan Daoud, at the Lhokseumawe port, as
they returned from exile in Malaysia. “They were taken to the Mobil facility for
interrogation,” according to Ifdhal Kasim, the chairman of Indonesia’s National
Human Rights Commission, which collected evidence about the case. There were
more than twenty detainees and “they were tortured at that complex,” according to

Kasim. “There was all sorts of torture by the soldiers.”2 Over the years, hundreds of
young men arrested in the vicinity of the Mobil gas fields disappeared, according to
Acehnese separatist activists and independent human rights investigators. Acehnese
villagers assumed that the missing men had been killed in custody and had probably
been buried near the T.N.I.’s security posts.

Only after Suharto’s regime cracked and collapsed under pressure from democracy
campaigners in May 1998 did it prove possible to investigate past abuses. That
summer human rights researchers interviewed villagers around the Mobil gas fields,



documented the names of missing young men, and, guided by informants, dug in the
ground for evidence. B. N. Marbun, a member of the National Human Rights
Commission, estimated that at least two thousand Acehnese torture victims lay
buried in secret graves. He and other investigators identified a dozen such locations

and found remains in six of them; in one grave, in the village of Bukit Sentang, they

dug up at least a dozen bodies.12

On October 10, 1998, a coalition of seventeen Indonesian human rights groups
issued a statement alleging that Mobil Oil “provided crucial logistic support to the
army, including earth-moving equipment that was used to dig mass graves” to bury
Aceh’s torture victims and missing young men. BusinessWeek published a cover
story two months later under the headline, “What Did Mobil Know?”

The oil company’s executives told the magazine that the answer was, essentially,
“nothing.” Their employees had occasionally loaned the Indonesian army heavy
equipment such as excavators during the New Order years, but only for “peaceful
purposes.” The Mobil executives said they believed their equipment had been used

to build roads.14

These human rights allegations had surfaced just as Lee Raymond and Lou Noto
entered into their final talks about merging Exxon and Mobil. Noto flew hurriedly to
Jakarta. He met with Gelbard’s predecessor as U.S. ambassador to Indonesia, J.
Stapleton Roy, who “expressed concern” about the issue. Noto said that Mobil was
unaware of any abuses by T.N.I. soldiers guarding its facilities and did not know
anything about its bulldozers being used to dig graves. He flew back and appeared
with Raymond in New York on December 1 to announce their merger deal.

Along the Pipeline Road and around the gas fields Indonesian human rights
researchers continued to dig for corpses.

The Clinton administration cut off aid to the Indonesian military and suspended
training contacts because of the human rights abuses committed by the T.N.I. Many
of the abuses that concerned the administration took place in East Timor, another
disputed province of Indonesia, where the T.N.I. sought, unsuccessfully, in 1999, to
prevent a separatist-minded population from voting for independence in a United
Nations—sponsored referendum. East Timor’s history and status under international
law made it a special case; G.A.M.’s independence drive in Aceh enjoyed none of
the same U.N.—sanctioned legitimacy. Isolated and embittered after losing East
Timor, the T.N.I.”’s commanders redoubled their focus on suppressing the rebellion
in Aceh. Mobil still paid the salaries of T.N.I. soldiers and officers deployed to
protect its fields, despite the official American sanctions over human rights abuses.



Legally, Mobil was a subsidiary partner of the Indonesian state oil company in Aceh,
and the security payments were one of its contractual commitments. Agus Widjojo,
a serving Indonesian general at the time, recalled that his colleagues in the
military’s high command felt “confusion and ambivalence” about Aceh’s rebellion
as democracy took hold in their country. Indonesia seemed fragile and beset by
centrifugal forces; the generals regarded themselves as the last guardians of national

integrity.l—5

In 2000, Indonesian security forces “were responsible for numerous instances of, at
times indiscriminate, shooting of civilians, torture, rape, beatings and other abuse,
and arbitrary detention in Aceh” and elsewhere, the U.S. State Department reported.
“Army forces, police, and G.A.M. members committed numerous extrajudicial
killings.” The U.S. embassy in Jakarta did not regard Mobil as culpable, however. Its
diplomats accepted the corporation’s account of itself: “The companies are unable to
control military/police actions, including the use of equipment, that may result in
human rights abuses,” a cable to Washington reported. “Mobil faces this dilemma in

Aceh.”16

Private profit-making companies had been waging war independent of their home
country governments since at least the days of the East India Company and the
colonization of the Americas in the eighteenth century. The idea that such
corporations had a legal or moral duty to refrain from facilitating organized violence
in their areas of operations was more recent. During the nineteenth century, Quaker
ethical movements and antislavery campaigners in the United States and Great
Britain, among other places, presaged the ideas that were lumped, toward the end of
the twentieth century, under the rubric of “corporate social responsibility.” The
1970s brought an expansion of popular and political campaigns to codify corporate
conduct for the sake of the public interest. By 2001, reports of human rights abuses
carried out by military forces protecting oil and gas operations in Colombia and
Nigeria—as well as the questions raised about Mobil’s complicity in Aceh’s
violence—had given birth to a formal compact, the Voluntary Principles on Security
and Human Rights, cosponsored by the Clinton administration and Tony Blair’s
Labor Party—led government in Great Britain.

The compact, as its title indicated, was not binding. It advocated that oil companies
undertake human rights risk assessments when they worked in violence-prone
regions; communicate their human rights values to host armies that protected their
facilities; avoid working with “individuals credibly implicated in human rights
abuses™; and permit the use of force “only when strictly necessary and to an extent
proportional to the threat.” The companies should also “to the extent reasonable,
monitor the use of equipment provided by the Company and to investigate properly



situations in which such equipment is used in an inappropriate manner.” The

language suggested a corporate version of the Rules of Engagement guidance

typically issued by the White House to the Pentagon in wartime.1Z

Chevron, Shell, British Petroleum, Conoco, and a number of mining companies
signed the agreement. Lee Raymond refused. “Exxon just didn’t see the relevance to
them,” recalled Arvind Ganesan, a Human Rights Watch lawyer who participated in
the negotiations. “They just disengaged.” There was some skepticism among the
corporation’s decision makers about whether the initiative would outlast the
expiring Clinton administration, and in any event, ExxonMobil did not habitually
join political compacts initiated by outsiders; it wrote its own rules worldwide.
ExxonMobil’s place in the Aceh conflict created legal and reputational risks that
adherence to the Voluntary Principles could help reduce, but the corporation was
convinced that it could handle those risks. Particularly during the first Bush term,
ExxonMobil displayed unilateralism in its foreign and security policies. “We don’t

sign on to other people’s principles,” an executive later explained. The corporation

said it would monitor the accord, perhaps to reevaluate later.18

ExxonMobil’s security team was aware of the T.N.I.’s human rights record, internal
corporate documents show. An ExxonMobil e-mail acknowledged “the poor
reputation of the Indonesian military, especially in the area of respecting human
rights and in their predilection for ‘rogue’/clandestine operations.” Another internal
report found that the Indonesian soldiers around the Aceh gas fields “were
undisciplined, lacked professional deportment and were not in any state of
readiness.” As a third internal assessment put it:

Local security forces [are] ineffectual and often present as great a threat as
the activists. The military presence is a double-edged sword, with some

military personnel acting as information brokers, thieves, extortionists and

intimidators.12

There was no evidence that ExxonMobil’s security advisers encouraged or
participated in the T.N.I.’s torture and extrajudicial killing in Aceh. Exactly how the
corporation handled from day to day its knowledge that such human rights abuses
were taking place is not clear. Because of the Indonesian military’s political power
and the sensitivities surrounding the conflict, neither Indonesia’s government nor
independent human rights investigators could interview or examine the records of



the T.IN.I. units that worked in partnership with ExxonMobil or, before it, Mobil Oil.
Evidence trails faded as the years passed.

Within ExxonMobil, responsibility for assessing Aceh’s violence and managing
relations with the Indonesian military fell to the Global Security department. Global
Security’s roster of overseas employees and contractors conjured the lineup of a
Hollywood action film: former K.G.B. officers, veterans of the British Special Air
Service and French special forces, and retired officers of the Central Intelligence
Agency and the United States military.

At the time of the Mobil merger, Lee Raymond elevated Mike Farmer, a career
corporate security professional, to lead Global Security. Under Farmer, the Aceh
case fell to Tommy Chong, who had a background in Singapore law enforcement; he
ran ExxonMobil’s Southeast Asian security operations out of an office in his native
country.

ExxonMobil’s executives understood the reputational and other risks they bore.
Aceh had witnessed a “complete breakdown of law and order,” Robert Haines, an
international relations manager in Washington, wrote in a memo to his superiors on
December 13, 1999. Haines emerged as an important adviser to ExxonMobil on its
Aceh problem after the merger. He was a West Point graduate who had commanded
an armored cavalry troop in Vietnam, leading rural sweep operations near Da Nang.
After that tour, he resigned his commission and entered law school; a long career in
Mobil’s office of general counsel had led him eventually to Fairfax, Virginia, where
he headed up the international section of the corporation’s public affairs office at the
time of the merger. He was one of the few Mobil hands in Washington that Exxon
kept on. His Vietnam experience had equipped him to assess Aceh: The presence of

Indonesian troops around the gas fields “only serves to inflame the population and

results in suspicions that [ExxonMobil] is linked to the military,” he wrote.20

In the spring of 2000, after the merger closed, ExxonMobil Global Security
concluded that it could use some fresh eyes on its Aceh problem. Mike Farmer
assigned John Alan Connor, an Arabic-speaking retired U.S. Army lieutenant colonel
who had served as a Special Forces officer with the Green Berets and worked
extensively in the Middle East, to the Indonesia security team. Connor had joined
Exxon after leaving the U.S. Army. (There was a sizable contingent of former
military men at the corporation.) In Yemen he had successfully negotiated truces
with tribal sheiks around Exxon’s oil fields, and in Africa he had helped scope out
security for oil field operations in areas prone to insurgency. Farmer asked Connor

to undertake a “risk assessment” of ExxonMobil’s position in Aceh.2t



Connor looked at how Indonesian soldiers used and misused ExxonMobil
equipment. He found that T.N.I. soldiers occasionally approached Indonesian-born
employees to demand a bulldozer or dump truck, according to accounts of his study
that circulated within ExxonMobil. If the employee refused, he might be beaten up
or threatened. Connor’s assessment found “nothing as dramatic as mass graves dug
with ExxonMobil equipment,” according to a person familiar with the internal
reporting. The review did document cases of equipment being hijacked by
Indonesian soldiers for unknown purposes in the midst of a conflict rife with abuses.
This sort of strong-arming of ExxonMobil equipment by local security forces was a
chronic problem for the company worldwide, particularly in Africa. Such
“borrowing” by local security forces posed legal risks to the corporation. Under the
Foreign Corrupt Practices Act, the American antibribery statute, there were
limitations to what equipment or services ExxonMobil could provide to host
governments and militaries without charging market prices. Each time the T.N.I.
demanded a free ride on one of ExxonMobil’s corporate airplanes or asked to
“borrow” a truck, the request had to be reviewed by the corporation’s lawyers—who
often turned down the requests. In Indonesia, this had left T.N.I. officers frustrated
and even more inclined than before to take what they wanted at gunpoint.
ExxonMobil told its local employees not to sacrifice their “physical safety” if
threatened, but if possible to resist demands by soldiers to take equipment and to

call for help.22

High-level executives reviewed the assessments of the corporation’s relationship
with the Indonesian military. Farmer forwarded a report entitled “Indonesia
Strategic Security Study” to ExxonMobil vice president Lance Johnson, noting that
it “identifies a range of critical tasks that must be completed quickly . . . to respond

to ongoing and potential security concerns.” A second internal report concluded that

it would be necessary to enforce “uncompromising controls across the board.”23

Connor stayed on in Aceh to support the security mission. He and other Exxon
security officers—some permanently stationed in the province, others rotating in
and out—tried to develop close working relationships with the Indonesian army
battalion and company commanders deployed around the gas fields. The
corporation’s security executives felt it was “ludicrous” to think that ExxonMobil
should be held responsible for T.N.I. brutality or the use of excavation equipment
outside of their control. Yet there could be little doubt that ExxonMobil exercised
some authority over the T.N.I. soldiers assigned to its Acehnese fields.
ExxonMobil’s contract, for example, gave the corporation the right to influence the

Indonesian forces’ “deployment logistics,” and it “assisted in the management of

security affairs” with the T.N.[.24



As Mike Farmer recalled it, ExxonMobil’s corporate security officers on-site would
take “business requirements to the military and say, “This is what we’d like to do
over the next week or over the next ten days—can you take the appropriate steps to
make sure that that’s done.’” For example, the corporation might be starting up gas
wells in a certain field or might be moving employees in a convoy, and it would ask
the T.N.I. to deploy support. A typical written instruction from Tommy Chong
carried the subject heading “Deployment of Military Resources” and began, “We
have revised the deployment logistics of the new military resources as follows:
POINT A: 40 soldiers inclusive of 15 to handle military escorts for employee
travels. . . .” Another internal document made explicit ExxonMobil’s authority over
the T.N.I. units it paid. It carried the heading “Increase in Military Deployment” and

instructed that the Indonesian army be asked to confirm that ExxonMobil “has the

right to influence the security plan.”22

The Global Security department sought to reduce the risk that Indonesian soldiers
would engage in abuses by requesting that the soldiers refrain from sweep or
offensive operations. Yet the corporation endorsed the Indonesian army’s and
police’s plans to construct a layered defense around the Mobil property, including a
forward perimeter of security posts, to catch G.A.M. guerrillas as they tried to
approach. In effect, this defensive system created an infrastructure of patrolling and
interrogation on and adjacent to Mobil’s fields. ExxonMobil urged the T.N.I. units in
Aceh to be “defensive, not offensive,” according to an individual involved, as
“nobody wanted to have any sort of cloud over our operations.” The Indonesian
military units “were supposedly in static defensive positions that would go out
roughly five kilometers on each side to prevent direct or indirect fire from coming at

»

us.

Inevitably, even defensive patrolling would involve detentions and interrogations of
G.A.M. suspects. Published human rights reports—including by the U.S. government
—made clear that the questioning of guerrilla suspects by Indonesian officers was
not likely to be polite. Yet as late as 2003, ExxonMobil had no written internal codes
or guidelines for the use of force that could be handed out to soldiers or police
protecting the corporation’s property, according to statements made by ExxonMobil
executives to American officials in another country with mounting security
problems, Nigeria. Even if ExxonMobil did not like the Voluntary Principles, there
were other international standards for police conduct. These included the United
Nations Convention on Human Rights, the United Nations Code of Conduct for Law
Enforcement Officials, and the United Nations Guidelines on Use of Force. The
International Committee of the Red Cross also published standards for the
appropriate use of minimal force by police. Royal Dutch Shell, which had already
confronted allegations arising from police and military excesses in defense of its oil



properties in Africa, had developed “Rules for Guidance in the Use of Firearms by
the Police,” which it wrote down on two-sided laminated cards and handed out to
personnel assigned to defend its properties. ExxonMobil resisted writing down any
such rules. American lawyers advised their international oil clients that “such a
formal move could expose the company to undue liabilities,” according to a State
Department account.

The constraints ExxonMobil sought to impose on the T.N.I. were therefore conveyed
informally. In private meetings, ExxonMobil’s security officers told their
Indonesian counterparts, “We couldn’t operate without you guys, we recognize the
sacrifice you’re making and we respect the professionalism—and no human rights
issues.”

These lectures on human rights reached “the point of being a cliché,” recalled an
individual involved. “The instruction we got was, ‘Do not look like you’re aiding or
abetting the Army in any way,’” recalled a second individual involved. The
Indonesian army officers sometimes resented the lectures they received. Some of the
Indonesian officers battling G.A.M. made clear to their ExxonMobil liaisons that

they thought the Americans were out of their depth.28

Gusty winds blew a cold rain across Washington on March 12, 2001. Alwi Shihab,
Indonesia’s foreign minister, an Islamic scholar with a doctoral degree in religious
studies from Temple University in Philadelphia, arrived by limousine at the State
Department. He entered under a canopy and ascended to the ornate seventh-floor
office occupied by Colin Powell, his counterpart in the Bush administration.

After an exchange of pleasantries, Shihab raised the conundrums of Aceh’s war.
G.A.M.’s threats against ExxonMobil amounted to “blackmail,” the foreign minister
told Powell. He hoped investments by American corporations in Indonesia would
lead the new administration to support his government. “With $38 billion at stake in
Indonesia, the United States would not want to see the country disintegrate.”

President Wahid’s government would be grateful for American backing in the effort
to calm Aceh’s violence, he continued, “not in terms of public intervention,” but
through private messages to G.A.M. that might have “great weight on the other
side.” As in the Middle East, the United States had the leverage in Aceh to force the
two sides to negotiate, Shihab believed. His government was willing to give the
Acehnese “everything short of independence,” he said.

Powell said that if the Indonesian military abused civilians in Aceh, it could cause
“the greatest harm” to the country’s relationship with the Bush administration. It



was critical that the Indonesian military apply only that force that was “reasonable
and necessary to the task,” he said. The secretary made clear, however, that he had

taken note of Shihab’s message that there might be a role for the United States to

“send signals to the other side” in Aceh’s war.2Z

ExxonMobil’s gas operations in Aceh had now become embedded in U.S. diplomatic
and intelligence priorities in Indonesia. The Bush administration sought, overall, to
support Indonesia’s fragile democracy, improve civilian control over the military,
stanch human rights violations, and suppress Islamist radicals—goals that
sometimes competed with one another, because the Indonesian military was at once
a potential source of stability and instability. ExxonMobil seemed to be both part of
the problem and part of the solution in Aceh. On the one hand, its gas production
seemed to provoke and exacerbate guerrilla violence, and that violence encouraged
abuses by the military. Yet the revenue ExxonMobil’s gas sales provided Jakarta
was critical to the country’s young democracy. The Bush administration found itself
simultaneously under pressure from ExxonMobil to do something about the
deteriorating Aceh war and from the Indonesian government to do something about
ExxonMobil’s unwillingness to operate amid guerrilla violence. The corporation’s
decision to shut down gas production that spring had provoked an outcry in
Indonesia’s parliament. Politicians threatened to nationalize the gas fields; they
summoned Ron Wilson, the ExxonMobil country manager, to a parliamentary
hearing to explain the corporation’s decision to suspend production. Other
politicians spoke darkly about American conspiracies to undermine Indonesia’s
fragile democratic government; some accused Gelbard of forcing ExxonMobil to
close down.

That accusation so aggravated the ambassador that he shot off letters to local
newspapers refuting the charge. The decision to cease production had been
ExxonMobil’s alone, he wrote, although the corporation enjoyed the support of the
U.S. government. In Washington, Robert Haines met repeatedly with frontline Bush
administration officials in charge of Indonesia policy at the National Security
Council and the State Department—Karen Brooks at the N.S.C. and Ralph “Skip”
Boyce at State. The corporation’s message, crafted by an informal Indonesia crisis
committee that included Haines and senior executives in Houston and Irving, was
that only the United States could resolve the Aceh war by brokering some sort of
agreement between Jakarta and G.A.M. Haines also made clear that G.A.M.’s
decision to target ExxonMobil directly was a new factor in the corporation’s
experience of the war, that it placed ExxonMobil personnel at risk, and that this was
the reason they had shut down their operations. “You really need to get in there and
do something,” Haines told Bush administration officials. ExxonMobil did not have
a specific blueprint or plan of action, but like Indonesia’s foreign minister, the



corporation felt that only the United States government had the necessary leverage
on both sides of the war. “We are not diplomats, but we do know this is a problem
and you are the guys that can do it,” Haines said.

ExxonMobil refused to negotiate with G.A.M. Its Acehnese employees included
many G.A.M. sympathizers and probably a few formal members. Some of these
local employees urged cooperation with G.A.M., but the corporation’s executives in
the United States concluded that their contractual and political position with the
Indonesian government required them to be careful. ExxonMobil’s position was that
G.A.M. was an illegal armed group, and therefore the corporation would have no
direct dealings with its leaders. What the Bush administration might do was another
matter.

Ambassador Gelbard arranged a meeting for ExxonMobil at the Ministry of Industry
and Trade, which was headed by Luhut Panjaitan, a retired four-star general. Ron
Wilson arrived with Gelbard and other embassy officers at the ministry’s
headquarters, located on a riverbank beside one of congested Jakarta’s major
highways.

It had not been a single event, Wilson explained to the Indonesian officials, but an
accumulation of threats and near misses that had led to ExxonMobil’s decision to
shut down Aceh’s gas operations. Snipers had fired upon ExxonMobil airplanes and
had wounded employees, Wilson said. Hijackers had stolen more than fifty company
vehicles. Assailants had bombed four company convoys by remote control.

“ExxonMobil has had an Indonesian presence for one hundred years,” Wilson said.
The company had shipped more than five thousand liquefied natural gas cargoes
without missing a single one until now. It was in Indonesia for the long run and had
made its decision to suspend production reluctantly. The safety of its employees was
paramount, however.

Panjaitan explained that Indonesia intended to restore security in Aceh by launching
a “limited offensive” against G.A.M. New battalions of Indonesian forces were
arriving around Lhokseumawe as they spoke.

Wilson chose his words carefully. “I understand how difficult it is to restore peace,”
he said. “I appreciate that the military is preparing to carry out operations in a
careful, selected way. As a company, ExxonMobil cannot condone human rights
abuses. The whole world is watching events in Aceh. Charges of human rights
abuses could cripple efforts to resume operations.”



Wilson emphasized that his corporation had never paid money to G.A.M., despite
the demands of Abu Jack and other commanders. Payoffs would only aggravate the
situation and lead to more extortion, he said.

ExxonMobil was not demanding that Indonesia’s government reduce the risk faced
by its employees in Aceh to zero, Wilson declared as the meeting concluded. But the
corporation’s employees had to “feel safe traveling by road and assured that the

workplace was not likely to come under mortar attack, or that they might be

kidnapped.”28

After the meeting with Panjaitan, the Indonesian government continued to try to
persuade Wilson that it could meet his standards. Purnomo Yusgiantoro, the energy
minister, called Wilson and suggested they fly into Aceh on a government plane to
tour the area, so that the ExxonMobil manager could see that order was being
restored and that it was safe enough to resume production.

Wilson called Gelbard and asked if he should accept Yusgiantoro’s invitation.

“Don’t be insane,” the ambassador advised. “Don’t go.”

The minister went anyway, alone, and G.A.M. rebels shot at his plane.22

During the first week of April 2001, Ambassador Gelbard flew to Banda Aceh, the
seaside provincial capital, a flat and humid expanse of low-slung, water-streaked
concrete buildings shaded by palm trees. A Swiss peacemaking organization, then
known as the Henry Dunant Centre, maintained a local forum for on-again, off-again
talks between Indonesian and G.A.M. representatives. Gelbard scheduled separate
meetings with leaders on each side of the conflict. He raised the subject of human
rights with Indonesia’s government delegation: G.A.M. certainly committed abuses,
Gelbard told them, but the international community holds democratically elected
governments to higher standards than guerrilla groups.

ExxonMobil had no covert agenda in closing its Aceh operations, Gelbard said. The
corporation had been entirely justified in its concerns about security; the United
States supported ExxonMobil’s decision but had not instigated it.

The ambassador became more forceful when the G.A.M. delegation arrived.
“G.A.M. is clearly responsible for the attacks on ExxonMobil,” Gelbard announced.
“Some G.A.M. leaders are now even boasting about shutting down ExxonMobil.” He
said that Hasan di Tiro had promised in private meetings with Clinton
administration officials that he would issue a public statement that ExxonMobil was



not a target of the guerrilla campaign; he had never done so. G.A.M.’s attacks on the
oil company now were a “major mistake,” Gelbard declared.

The United States would not tolerate terrorism against U.S. citizens and economic
interests. G.A.M. had been “very lucky” that no American citizens working for
ExxonMobil had been killed thus far. Even so, he warned, there would be “severe
consequences” if G.A.M. did not stop the attacks immediately. The Bush
administration had so far refrained from naming G.A.M. a terrorist organization
under American law. A terrorist designation would mean travel and banking
restrictions for G.A.M. leaders. The administration might reconsider that decision,
unless the assaults on ExxonMobil property and interests ended. Moreover, the
United States received many requests from the Indonesian military and police for
help in fighting against G.A.M.—intelligence, training, and equipment.

“Do you really want us as an enemy?” Gelbard asked.32

The G.A.M. representatives acknowledged responsibility for the attacks on
ExxonMobil. They said that Indonesian troops guarding the gas fields were fair
military targets. The troops used ExxonMobil property as a “sanctuary” from which
to launch raids into nearby villages. Therefore, in their analysis, ExxonMobil
facilitated the killing of Acehnese.

G.A.M. leaders said years later that they felt increasingly agitated at the time by
ExxonMobil’s possible complicity in extrajudicial killings of their cadres. The
corpses unearthed along the Pipeline Road and elsewhere late in 1998 legitimized
ExxonMobil as a target, they said. The corporation “seemed to support the
Indonesian government,” recalled Nordin Abdul Rahman, one of G.A.M.’s political
leaders. “People concluded that ExxonMobil provided heavy equipment for the
burials.” Not only was “ExxonMobil land used for mass graves,” said Munawar
Zainal, a G.A.M. student leader and occasional representative of the movement in
Washington, but “they gave the Indonesian security forces money. This to us was

unacceptable.”3L Gelbard, for his part, felt that ExxonMobil had “behaved very
responsibly and very sensibly,” as he put it later. He regarded the corporation’s

dilemma as a “textbook example” of “a dangerous situation when a U.S. energy

company behaved very well.”32

At the Banda Aceh meeting, Gelbard told G.A.M. that its guerrillas had mounted
attacks on ExxonMobil’s civilian housing, employee buses, and other targets clearly
unconnected to the Indonesian military. This had to end.

The ambassador flew back to Jakarta, but the Bush administration’s campaign to



coerce G.A.M. to stop targeting ExxonMobil continued. On April 23, Skip Boyce
arrived in Banda Aceh from Washington; Boyce was a career foreign service officer
who now ran the East Asia and Pacific portfolio out of Foggy Bottom. The envoy
met Indonesian officials and assured them that the United States opposed Acehnese
independence, but he urged negotiations that would address the legitimate
grievances of the Acehnese.

“We are deeply concerned by attacks on ExxonMobil facilities in Aceh,” Boyce said.
He warned against cracking down on G.A.M. now that the American oil corporation
had withdrawn: “The closure of ExxonMobil should not be a pretext for launching a
military offensive, which would only worsen the security situation.”

He also took up G.A.M.’s concerns about the offensive operations waged by
Indonesian forces from inside the corporation’s property. Indonesian forces guarding
ExxonMobil’s fields “should not perform any other mission—specifically, they
should not sweep or raid neighboring villages, which only exacerbates the violence,”
Boyce said.

When the envoy met with G.A.M.’s leaders, he reinforced Gelbard’s earlier warning:
Attacks on ExxonMobil “risked turning the U.S. into G.A.M.’s enemy.” The
separatist guerrillas would want to “consider carefully before making an enemy of a

superpower like the U.s.”33

Hasan di Tiro and several of his top political aides had found asylum in Sweden. The
Bush administration pressed its warnings further, through the Swedish foreign
ministry, two weeks later. A Swedish official met with two senior aides to Di Tiro,
Zaini Abdullah and Malik Mahmud, and told them that attacks on ExxonMobil had
become “self-defeating” and should be stopped. The G.A.M. men stated that it was
not their policy to attack foreign property. As to the wider war in Aceh, they
believed it was the T.N.I. that was defeating itself: Human rights abuses by the

Indonesian military against Acehnese civilians would soon produce international

sympathy for G.A.M. and its cause.34

Indonesian security forces killed Abu Jack in an operation in Aceh on June 4. By
then G.A.M.’s leaders seemed to be wavering about ExxonMobil. Boyce sought an
audience with Di Tiro and Mahmud on June 15 and repeated his warnings.

The telephone rang in ExxonMobil’s office in Aceh in late June. The caller claimed
to be a lieutenant of G.A.M.’s senior military commander on the ground in Aceh,
Abdul Syafie. The guerrilla movement had received orders “from Sweden,” the

caller reported, not to attack ExxonMobil facilities anymore.32 The corporation



could return to gas production without fear.

Ron Wilson conveyed to the U.S. embassy that production would resume soon—
probably in July. The disruption to Mobil’s operations had come to an end, due in
part to the Bush administration’s quiet threats to designate G.A.M. leaders as
terrorists. The loss of revenue had lasted about five months.

Robert Gelbard and his colleagues could not in the end protect President Wahid and
those around him who favored peace talks in Aceh. A political crisis, stirred by hard-
liners in the Indonesian army, gathered in the parliament. In July, as ExxonMobil
moved in expatriate engineers to check valves on the Aceh wells and restart gas
production, Wahid fell from power. Megawati Sukarnoputri, the third president of
Indonesia since Suharto’s fall, succeeded him. She was close to the T.N.I. That
month she declared martial law and ordered thousands more soldiers into Aceh to
defeat G.A.M. once and for all by military force.

As the new troops arrived that August, ExxonMobil officials met with the U.S.
embassy to provide an update on their security regime. Gas production was ramping
up again; revenues were flowing. The executives “expressed satisfaction with
current levels of security,” the embassy’s reporting officer informed Washington.
“The military had changed its operations from one of passively occupying
[ExxonMobil’s] facilities to providing a secure perimeter. About 3,000-5,000
soldiers, a large increase from last year, were patrolling an area out to five
kilometers. . . . The military had also more than tripled the stationary posts along the
Pipeline Road. The improved security had netted individuals attempting to infiltrate

bombs.”3€ Yet even under renewed military pressure, G.A.M. for the most part
refrained from turning its guns back on ExxonMobil. The Bush administration had
made clear that the consequences of such targeting could be grave.

G.A.M.’s international lobbying activities were, at best, ad hoc. Acehnese students
scattered around the world, inflamed by the violence in their homeland, organized
chapters and agitated for attention. From Sweden, Hasan di Tiro and his aides ran a
makeshift political and communications campaign. In Gelbard’s judgment, they
showed “no realistic attitude or skillful diplomatic strategy” and apparently
preferred “the morally repugnant and totally flawed position that ‘losing is winning,’
i.e., less dialogue and more . . . violence and atrocities might win international

sympathy.”3Z

G.A.M.-aligned students won visas to study in the United States or were resettled
there as refugees; one cluster of younger refugees lived in Harrisburg, Pennsylvania,
about two hours’ drive northwest from Washington. That group took advantage of its



proximity to the capital to try to win appointments with anyone who would listen to
them. They had few allies.

In 2001, an Acehnese student activist named Faisal knocked “out of the blue” on the
Dupont Circle door of Terry Collingsworth’s office. Collingsworth was then general
counsel of the International Labor Rights Forum, a nonprofit that campaigned
against child labor and sweatshops in developing countries. Collingsworth belonged
to a network of American human rights lawyers who employed novel legal
arguments and a previously obscure eighteenth-century law, the Alien Tort Claims
Act, to sue corporations, individuals, and governments for civil damages arising
from human rights atrocities overseas. In 1997, he had supported a lawsuit, Doe v.
Unocal, in which thirteen Burmese villagers asserted that they had been forced at
gunpoint by the Burmese military to build a pipeline for Union Oil Company of
California.

One of Collingsworth’s assistants, who happened to speak the Indonesian language
of Bahasa, took the meeting. Faisal, it turned out, had heard of the Unocal lawsuit
and explained that “he had a case just like it, involving Exxon,” Collingsworth
recalled being told. The lawyer flew to Aceh within two weeks. Traveling secretly
with local activists, Collingsworth snuck into the villages on the edges of the

Indonesian military’s defensive perimeter around Lhokseumawe and took notes

during interviews with victims and witnesses.38

That June, just as Robert Gelbard succeeded in his unpublicized campaign to
persuade G.A.M. not to target ExxonMobil any longer, Collingsworth and his
colleagues filed John Doe I et al. v. ExxonMobil Corporation et al. in United States
District Court in Washington, D.C. The lawsuit drew upon the allegations of eleven
Acehnese villagers, whose names were withheld to protect them from T.N.I.
reprisals. The Acehnese plaintiffs lived in the vicinity of the ExxonMobil gas fields.
Plaintiff John Doe I alleged that in January 2001, “while riding his bicycle cart to
the local market to sell his vegetables, he was accosted by soldiers who were
assigned to ExxonMobil’s T.N.I. Unit 113. The soldiers shot him in the wrist, threw
a hand grenade at him and then left him for dead.” John Doe II alleged that soldiers
from the same unit beat him, took him to Rancong Camp near the gas fields, and
“detained and tortured him there for a period of three months, all the while keeping
him blindfolded.” Later the soldiers removed his blindfold, took him outside, and
showed him “a large pit where there was a large pile of human heads. The soldiers

threatened to kill him and add his head to the pile.”32

Lee Raymond still owned Aceh’s deteriorating war—and after Collingsworth’s
lawsuit, its potential legal liabilities as well. Notwithstanding its posture of



independence and self-sufficiency in Washington, ExxonMobil had required the
Bush administration to sort out G.A.M., and it would soon lobby the administration
vigorously to quash Collingsworth’s case. In a pinch, the corporation did not hesitate
to seek and accept direct help from the United States. Managing civil violence in
remote, complex countries would not prove to be one of ExxonMobil’s notable
competencies. Yet beyond Aceh, ExxonMobil’s portfolio of risk-producing small
wars would only grow.



Five

“Unknown Injury”

On most mornings during the summer of 2001, Mandy Lindeberg tried to rise early,
to beat ExxonMobil’s biologists onto the beaches. She slept aboard the Kittywake II,
a seventy-two-foot converted wooden tug that she, and a small team of researchers,
had chartered on behalf of her employer, the United States government, and in
particular the National Oceanographic and Atmospheric Administration (N.O.A.A.),
which monitored the world’s oceans and weather. Her goal that summer was to
survey ninety-one beach segments in Prince William Sound. Under the design of
Lindeberg’s study, she and her team would dig at least seven thousand holes. Each
day, they shoveled away rocks and sediment on the beaches to a depth of fifty
centimeters and then examined the pits for evidence of oil—perhaps left over from
the Exxon Valdez spill twelve years earlier, or perhaps from some other source.
When they found some, they scooped samples into jars.

As she moved from place to place, Lindeberg could often see scientists contracted
by ExxonMobil following her in the Spirit of Glacier Bay, a 178-foot cruise ship
with thirty staterooms. She and her fellow government scientists consulted a Web
site about the cruise ship’s luxury features, which they mocked among themselves.
An air of rivalry tinted with class and cultural warfare took hold as the summer
progressed. Lindeberg could not tell exactly what the ExxonMobil scientists were
doing, but they seemed to be monitoring the extent of her pit digging on the beaches.
They also dug some of their own holes on the same stretches where she worked.
David Janka, a long-haired banjo player and charter captain who worked on related
oil research projects with Lindeberg’s team, would peer from the bridge of his motor
vessel at the trailing corporate scientists. “The bio-stitutes,” he called them. At least
once the ExxonMobil team hired a helicopter to track the movements of the
government scientists, Lindeberg recalled.

At times the ExxonMobil scientists would complain that Lindeberg had used up all
of the good sampling spots on a particular beach. Lindeberg thought to herself, “You
were having eggs Benedict; we were having our gruel and going to the beach first—
that’s not my problem.” But she tried to be diplomatic: “My crew arrived here early

this morning,” she told them. “You’re welcome to sample here as soon as we are

done.”L



She was an informal, stout, brown-haired woman in her late thirties who had grown
up in the Puget Sound area of the state of Washington. She had studied marine
biology in college and then moved to Alaska to work on the marine and wildlife
injury assessments after the Exxon Valdez spill; in 1996, she took a position at the
National Marine Fisheries Service of N.O.A.A. Most of the year, Lindeberg worked
in the state capital of Juneau at the agency’s Auke Bay Laboratories, which included
a dilapidated campus of docks, labs, warehouses, and trailers located just off the
Glacier Highway. The lab stood on a slope that afforded a spectacular view of Lynn
Canal, a part of Alaska’s Inside Passage, which contains fjords teeming with whales,
sea lions, and bald eagles. The dress code at Auke Bay was casual. On those rare
summer days when the sun shined, the scientists might turn up in shorts and
Hawaiian shirts and leave their dogs tied up outside their trailer doors. Almost all of
the biologists, chemists, and toxicologists at Auke Bay were, like Lindeberg, long-
settled refugees from the Lower 48. Alaska attracted them because of its abundance
of understudied natural life. The state also seemed to appeal to personalities with an
ornery or independent streak, and the Auke Bay group was no exception.

After the Exxon Valdez spill, the laboratory had become a center for research about
the effects of spilled oil on the natural environment. The Auke Bay team
increasingly had to cope with the bands of academic scientists (“from back East™)
who turned up in Alaska with lucrative contracts from the oil corporation. Initially,
ExxonMobil funded forty or fifty researchers to travel to Alaska each summer to
work on the subjects that N.O.A.A.’s smaller network of government-funded
scientists also explored; by the summer of 2001, the corporate-funded researchers
numbered about a dozen. By processes that remained mysterious to the Auke Bay
team, but which they chalked up to the ways of a world fueled by money, the studies
published with oil corporation funding never seemed to damage ExxonMobil’s legal
position that Prince William Sound had fully recovered from the Exxon Valdez spill.
The corporation’s studies sometimes produced similar data to those from the
government teams, but the ExxonMobil scientists usually reached different
conclusions about what the data implied. Still, the Auke Bay team had never
experienced anything quite like the shadowing and monitoring that unfolded after

Mandy Lindeberg started digging her seven thousand holes.2

Twelve years after the accident, Prince William Sound’s rocky beaches looked
unsoiled. The initial cleanup undertaken by Exxon in the summers of 1989 and 1990
was almost universally judged a success. But was the oil really gone? Had the fish
and wildlife in the area fully recovered? The answers could have legal and financial
implications. The original approximately $1 billion settlement among Exxon, the
federal government, and the state of Alaska, reached in 1991, contained a Reopener
for Unknown Injury clause that allowed the two government parties to seek up to an



additional $100 million from ExxonMobil if they could prove environmental
damage that was unforeseeable at the time of the original settlement.2

There had been signs that oil remained in pockets underneath some of the beaches.
Lindeberg’s hole digging might provide evidence to support such a reopener claim.
Her summer study was the latest in a series of attempts by N.O.A.A.’s Auke Bay
team of biologists and toxicologists to document spilled oil’s lingering and less
visible impacts. That research involved fundamental questions about the sources of
oil’s harmful effects on natural environments. In the long run, ExxonMobil and the
entire oil industry had an economic interest in those findings, too.

The battle between ExxonMobil and N.O.A.A. over Mandy Lindeberg’s work
illuminated a larger, recurring aspect of the corporation’s influence over American
public life. Whether the subject was the damage caused by oil and gasoline spills,
climate change, the safety of chemicals ExxonMobil manufactured, or other critical
matters involving public health and the environment, the corporation joined directly
in scientific controversies to protect its interests. It contracted with academic
scientists, and it brought staff scientists out of ExxonMobil laboratories to lobby
Congress and regulatory agencies. ExxonMobil’s science bore all the hallmarks of
the corporation’s worldwide strategy: It was well funded, carried out by highly
competent individuals, unrelenting in its focus on core business issues, and
influenced by the litigation strategies of aggressive lawyers. Even the corporation’s
most ardent opponents conceded that the individual ExxonMobil staff scientists they
encountered were typically ethical and professional. The question that nagged those
on the receiving end of ExxonMobil’s blended campaigns of research, lawsuits, and
political lobbying was whether the corporation’s science could be judged honest.

Jeffrey Short, the chemist who served as the lead scientist for Mandy Lindeberg’s
hole-digging enterprise, first came north to take a job excavating ditches for
N.O.A.A.’s fisheries division on the Alaskan peninsula. He had grown up during the
Sputnik era around Edwards Air Force Base, in Lancaster, California, where his
father was a rocket engineer. Once, playing outside on a summer evening, Short saw
a bright light on the horizon, in the direction of the base; when he came home, his
father explained that one of the Atlas rockets he worked on had exploded. Perhaps
not surprisingly, the younger Short grew into “one of those nerd kids that was
blowing stuff up.” He once forced an evacuation of his family’s house when an
experimental vacuum chamber he had made from an old refrigerator compressor
spewed sulfur dioxide gas. At the University of California he studied philosophy and
biochemistry. He moved into physical chemistry in graduate school and then earned
a doctoral degree in fishery biology at the University of Alaska. He grew into a wiry

man with thinning brown hair and a face that seemed to radiate bemused curiosity.2



Short’s training in both biology and quantitative chemistry drew him toward the
chemical mysteries of oil as far back as the 1970s, when the Trans-Alaska Pipeline
System first began to pump crude to Valdez. At that time, the U.S. government had
not conducted much study about what effects spilled or seeping oil might have on a
marine environment such as Prince William Sound. Federal government and oil
company research programs provided funding for Short and other scientists to
examine the subject.

As of the mid-1970s, most of the research into oil’s poisonous effects on fish and
mammals had been derived from the methods used to assess chemical compounds
for the insecticide industry. Those methods focused on short-term, or “acute,”
toxicity—how much of a particular compound was required to kill half of exposed
animals after ninety-six hours of continuous exposure. Such assessments could make
clear to manufacturers and regulators which compounds were the most immediately
poisonous and required special handling. But ninety-six-hour bioassays, as research
chemists refer to them, constitute a narrow way to consider the full toxic potential of
a chemical compound. As he began to think about oil, Jeffrey considered that there
might be other, longer-term effects on an animal after an initial oil exposure.

Petroleum is referred to as a fossil fuel because it was formed from the remains of
ancient algae and zooplankton. (Early in the twentieth century, scientists believed oil
came from the remains of dinosaurs; the more recent theory that the source was
mainly microscopic plant life is widely accepted, but still relies on some
speculation.) The plant residues were gradually transformed into oil across eons by
heat and pressure beneath the earth’s surface. Because oil originated in biomass, it is
chemically complex; each batch of petroleum presents a distinct blend of hundreds
of thousands of chemical compounds. Researchers have characterized only a small
percentage of oil’s full chemical makeup, but they have divided the most abundant
and easily separable compounds into several classes of hydrocarbons—that is,
combinations with distinct arrangements of the elements hydrogen and carbon. One
class, known as aliphatic hydrocarbons, is essentially safe for living creatures.
Another class, the asphaltenes, is often what is left over after oil is refined by
industrial processes; these compounds are used to glue rocks together as asphalt. A
third class, called aromatic compounds, has the potential to damage living tissue and
biological systems.

About a week after the Exxon Valdez ran aground on Bligh Reef, Jeffrey Short found
himself on a boat headed into Prince William Sound to participate in the first round
of environmental damage assessments. He was interested in which compounds from
the spilled oil were dissolving into seawater, at what concentrations, and at what
levels of depth. At first he collected seawater directly, but soon he began to use bay



mussels as his measuring instruments. A single mussel will pump a liter of water
through itself in an hour as it scavenges for nutritious particles. In the process it will
gather and concentrate pollutants with unusual efficiency. Short dropped cages full
of mussels into Prince William Sound and lowered them to varying depths—at one,
five, and twenty-five meters. “We weren’t really sure how big the impacts were
going to be below the surface,” he recalled. “The predominant thinking at the time
was that there would not be much in the way of effects.” His mussels provided an

initial baseline measurement of oil dissolved in the sound’s seawater.2

The traditional studies suggested there should not be large fish kills because the
dissolved concentrations of aromatic compounds would not be high enough. Yet
scientists never really had had the chance to study this assumption in the field or to
explore the possible “sublethal” or subtler, long-term effects of spilled oil, which
might damage fish or animals without killing them outright. Short knew it sounded
coldhearted, but he regarded the Exxon Valdez accident as a historic opportunity to
see how a big oil spill might affect marine life outside a lab.

Of Prince William’s marine inhabitants, salmon and herring were the two species
that mattered most, economically. Five large commercial hatcheries dotted the
sound’s shores. Together, they formed one of the largest pink salmon hatchery
systems in the world. Pink salmon particularly suited Jeffrey Short’s research
agenda because the fish’s life cycle and migration patterns are strictly predictable.
Whether it is wild or commercially hatched, a pink salmon born in Prince William
Sound will swim out from its birthplace to the Gulf of Alaska and return two years
later to its exact place of origin.

After their initial water measurements using mussels, Short and his colleagues,
along with other government-funded scientists at the Auke Bay Laboratories and
elsewhere, studied the mortality rates of salmon hatched from streams along beaches
that had been heavily oiled by the Valdez spill. They compared these rates of
mortality to those of fish hatched along beaches that had not been oiled. A mystery
soon presented itself. Several years after the initial spill, when the surface oil had
been cleaned up and the beaches seemed restored, the scientists observed lower
survival rates among fish reared downstream from beaches that had earlier been
oiled. In the places with the lower survival rates, fish embryos and young fish had
likely been exposed to dissolved oil, but in very low concentrations—not enough to
harm them, according to traditional bioassay studies.

One possibility was that dissolved aromatic compounds from oil might have harmful
effects on fish embryos or fish development at much lower levels of concentration
than previously believed. If so, the toxic compounds might create defects in young



fish that could be difficult to detect through clinical observation because the fish
wouldn’t necessarily all die of the same cause; their weakened condition might play
out in an ocean environment, over the fish’s lifetime, in varied and unpredictable
ways. As evidence emerged to support this hypothesis, one of the scientists working
with Short, Ron Heintz, had an inspiration: Auke Bay could set up its own pink
salmon hatchery, expose embryos and young fish to varying levels of oil, send the
fish out to sea, and count their mortality rates two years later, when they reliably
returned to their birthplace. “Here’s an idea!” Short exclaimed when he heard the
proposal. “We should do that!” It was an expensive and risky experiment by
government standards—more than a half million dollars. But they won approval in
1996.

Over the next several springs, Auke Bay’s scientists and their collaborators tagged
tens of thousands of pink salmon and then counted and examined the fish as they
returned. This work produced a significant scientific discovery: Dissolved or
exposed oil did have a sublethal toxic effect at levels of concentration many
hundreds of times lower than previous research had suggested was dangerous. (The
scientists could not initially explain why oil caused elevated mortality rates, only
that it did. Later research by other scientists showed that oil exposure could damage
a fish’s heart as it developed, which in turn damaged the circulation system and
sometimes produced early death. The Auke Bay scientists later found the same
effect when they studied herring and cod embryos; other scientists would reproduce
the results with zebra fish and mummichogs.) The damage caused by oil exposure
did not seem to be passed down from one generation of fish to the next, however; at
least, Jeffrey Short’s team could not demonstrate such an intergenerational effect.
Salmon populations steadily recovered in Prince William Sound after the initial

disruptions. The single-generation effects of oil toxicity meant ExxonMobil was

probably off the hook for further financial damages on that score.%

Still, as a result of the Auke Bay’s post-Valdez work, the underlying science about
the dangers of oil spills to marine environments had been revised, at least in the
opinion of the N.O.A.A. team and other scientists who reviewed and duplicated their
findings. This might influence the environmental liabilities of ExxonMobil and
other oil corporations when other spills occurred. “It was a really unexpected and
pretty profound change” in how scientists “viewed oil toxicity,” Short said.

As the team’s work was published, ExxonMobil began to fund competing studies
using other methodologies and sample sizes; all of the studies the corporation
supported challenged the premise that oil was dangerous in the way that the
N.O.A.A. team suggested. ExxonMobil employed many chemists in its refinery and
research divisions. Its scientists did not dispute the notion that certain aromatic



compounds such as benzene, toluene, and xylene could be dangerous to living
beings. However, ExxonMobil did not accept the finding by the N.O.A.A. scientists
that dissolved oil present in a natural breeding ground might harm embryo
development, even after the Auke Bay’s original salmon study was replicated and
extended to other species.

The corporation’s resistance and argumentation did not particularly bother Short,
once the confirming studies from other noncorporate scientists came in. “I think in
the wider scientific community we’ve won that battle, because other people have
independently replicated it and figured out the biochemical mechanisms underlying
it, and in fact there’s some really elegant work done by people who are not us. So
they [ExxonMobil] can have that position if they like, but most people think it’s

flawed.”Z

In 1999, to memorialize the tenth anniversary of the Exxon Valdez spill, reporters
and camera crews descended on Prince William Sound. ExxonMobil spokespeople
emphasized that the sound’s beaches were free of oil—as was true, at least on the
surface—and that wildlife in the region had recovered, as was also true, generally
speaking. And yet some area residents claimed that they had accidentally set a few
oiled Prince William Sound beaches on fire while camping. Dave Janka had
discovered beaches around Knight Island where he could easily dig beneath the
rocks and find pockets of fresh oil. Where had the oil come from? Was it left over
from the Valdez? During the tenth anniversary season, Janka ferried media crews to
those beaches and helped the reporters dig out handfuls of oil to show their
audiences. “There was a considerable range of opinion” about whether Prince
William Sound remained burdened by submerged Valdez oil, Jeffrey Short recalled.
So, around the time of the anniversary, he proposed a study “to actually measure
how much oil was on the beach, which had never been done before and was widely

viewed as impossible.” Given the findings about oil’s sublethal effects, if the oil was

still around the Sound, hidden, it might pose persistent dangers.8

Two scientists at the United States Geological Survey, Jim Bodkin and Brenda
Bellachey, were in the meantime intrigued by a second biological mystery in local
wildlife populations. Scientists funded by a trust established with proceeds from the
Exxon legal settlement had discovered elevated levels of an enzyme known as P450
in sea otters and harlequin ducks. Biologists sometimes track the enzyme because it
increases in an animal’s liver if the creature is exposed to oil or other pollutants.
Where was the pollution coming from? All of the scientists studying Prince William
Sound could see that residual oil on the surface of the beaches was declining almost
to the vanishing point, and that tides and rain were chipping away at what little
remained on the surfaces of rocks. Did significant quantities of oil that nobody could



see persist around the sound and were they somehow getting into the sea otters’ food
chain or ecosystem?2

If there was persistent oil, it had to lie below the surface. Jeep Rice, a biologist at
Auke Bay who specialized in toxicology, Mandy Lindeberg, and Jeffrey Short
recruited a statistician to help them design a random sampling on the sound’s
beaches. On each beach segment, they would stretch out surveyor’s tape and implant
stakes to initially divide beaches into squares, at randomly selected locations, and
then dig. Short feared that the whole project could prove to be an embarrassment;
they would dig seven thousand holes, spend hundreds of thousands of taxpayer
dollars, and find perhaps four or five pockets of persistent Valdez oil. As it turned
out, Mandy Lindeberg’s pit-digging teams almost immediately struck fresh oil—oil
that had not been weatherized into relatively harmless tar balls, but which seemed to
be preserved beneath the rocks, as fresh—and toxic—as the day it spilled from the
Exxon Valdez. Her initial findings meant that fresh oil had survived in many more
places inhabited by the sound’s wildlife than had previously been contemplated,
which might have implications for ExxonMobil’s liability under the reopener clause.
Accounts of her initial findings reached the Alaskan press in May 2001. “Within
about a week,” recalled her colleague Jeep Rice, “she’s being followed” by the
ExxonMobil cruise ship.

Letters arrived at Auke Bay from O’Melveny & Myers, a large corporate law firm
based in Los Angeles. They contained Freedom of Information Act requests from
ExxonMobil demanding all of the documents, plans, and preliminary research
findings in the federal government’s possession concerning not only the seven-

thousand-hole study Lindeberg had started, but other studies the Auke Bay scientists

had undertaken about the possible toxic effects of oil on the environment.1Y

Jeffrey Short published a newspaper essay that summer in which he described the
findings of N.O.A.A.’s work examining the legacy of the Exxon Valdez spill: “Much
more oil was found than anticipated—around 200 times more than claimed by
Exxon’s contractor.” Sea otters and some bird species that forage on beaches where
oil remained beneath the surface “have biochemical markers that indicate they are
still exposed to oil. It appears that oil may still be a factor impeding their recovery,

possibly through ingestion of oiled prey.”1L

The Auke Bay scientists knew that their findings would be provocative, but the
response they drew this time went beyond any line of argument they had heard
before. David S. Page, a professor at Bowdoin College in Maine and a scientist under
contract with ExxonMobil, published a rejoinder that came close to accusing the
Auke Bay scientists of faking their evidence.



It was Page, as it turned out, who had overseen the effort to shadow Lindeberg
around the sound during the summer. After inspecting the beaches studied, he wrote,
“We saw no evidence that Short dug 7,000 pits. . . . Had thousands been dug, we
would have located many more.” The pit sites he could find “were chosen
subjectively” by the N.O.A.A. team, he argued; the government scientists had
employed an approach that “exaggerates the extent of remaining residues. . . . It
indicates a strong bias in Short’s study and raises questions about the scientific
validity of its conclusions.” Overall, Page wrote, “Prince William Sound today is as
healthy as it would have been if the spill hadn’t happened.”

Page’s published accusations prompted an internal review at N.O.A.A. to determine
whether Short and his colleagues had indeed committed fraud. “It’s against the law
for civil servants to take the public’s money and make stuff up,” as Short put it later.
Eventually, the investigators exonerated the Auke Bay team. Short hired lawyers and
fired off cease-and-desist letters to Page and to the administration of Bowdoin

College; he accused his adversary of defamation. Neither Page nor the college took

any action in response.Q

David Page was an academic scientist who had been working on the biological
effects of oil spills since the mid-1980s. After the Exxon Valdez accident, he
received contracts from the oil corporation, as well as from other funders, such as
the state of Maine. Over the years he had come to regard the government scientists
at N.O.A.A. as rent seekers who perpetuated a narrative of persistent oil pollution in
order to justify their professional funding and projects. “It’s like the Arabian Nights

—if you run out of stories, you get your head cut off,” he said. “They kept doing

research long after it would do any good.”13

It was with Page’s collaboration that ExxonMobil began to deliver the Freedom of
Information Act (F.O.I.A.) requests to the Auke Bay Laboratories at a rate
sometimes as high as four per week. Whenever Short or Rice made a public
presentation of their findings, “an Exxon lawyer, biologist or chemist would be in
the audience,” and the corporate-affiliated scientists would sometimes stand up to
make “an out-and-out attack on our work,” Rice recalled. At one conference in San
Diego, Rice had heard enough; he “got up and told them I thought it was a classless
act. People attending were shocked—it’s not something you normally see.”

Pete Hagen, a biologist who arrived at Auke Bay as the program manager for Exxon
Studies, a title that referred to N.O.A.A.’s research into the Valdez’s impact, found
that his views about the scientists working for ExxonMobil hardened as time went
on and as F.O.I.A. requests accumulated on his desk. “They may want to wear down



government scientists,” he reflected. “Beyond harassment, we don’t know what
Exxon’s motivation is.” His thinking about the oil corporation and its allies in the
scientific community “has become more extreme,” he admitted. He felt that their
willingness to bend data to serve the corporation’s legal and business aims was “not
too dissimilar to what the tobacco industry went through, or the lead industry. . . .
Sometimes you win by persistence.” For his part, Jeep Rice regarded ExxonMobil’s
tactics as “legal, but just immoral.” Jeffrey Short resented ExxonMobil’s drive to
“access data before we’d even published it, which put us in the position of giving
data before we interpreted it—giving them, in theory, the chance to write up papers
before we did.”

For David Page, too, the arguments about science in Prince William Sound grew
personal. He found the N.O.A.A. scientists’ responses to his criticisms of their
research to be “shrill . . . I wasn’t accusing them of fraud. I was just saying my
observations were at variance with what they were claiming.” In fact, his published
essay did come close to implying that Short’s team had faked its hole digging, but
after the initial, accusatory exchanges, Page did not return to that charge. He
supported Exxon’s Freedom of Information Act demands because Jeffrey Short
“rarely presents data” and “the only way” you can get detailed information
underlying his studies is to make a formal legal request. “F.O.I.A. is not harassment;
F.O.L.A. is to find out important information that government agencies aren’t willing
to let become public,” Page said. As to Short’s concern that ExxonMobil was
seeking raw data in order to advance arguments in public before the government
scientists could, he said, “The record shows that our requests were made well after

published reports were made in various venues, often several years or more after the

studies were done.”14

Science is innately uncertain. Its progress has been marked again and again by the
defiance of settled wisdom by independent-minded mavericks, from Galileo Galilei
to Charles Darwin. It can be difficult even for excellent scientists to distinguish
between a revolutionary new insight and plain foolishness. Vested interests—
governments, clergy, or private corporations—have long sought to control and
manage the policy implications of scientific findings. Only in an environment of
free debate can the best scientific facts and interpretations eventually win out. Even
where new facts affecting the public welfare become well established, as had
occurred with the research into global warming by 2001, it does not follow from
scientific logic which public policy response is the best one; in the case of climate
change, the economic costs of full and rapid remediation would be high. Governance
and economics are not hard sciences, despite the contrary aspirations of some of
their theorists and practitioners.



Yet, the environment in which ExxonMobil and the Bush administration devised
parallel approaches to managing science and public policy in the age of oil spills and
global warming was influenced by several factors that Darwin would not have
recognized. One was the prominence of lawyers and their win-for-the-client mind-
sets. The tobacco industry’s near bankruptcy had demonstrated that not even talented
lawyers could overcome terrible facts in a product liability matter. Yet that example
had also shown how industry funding and purposeful, subtle campaigning could
profitably delay a legal reckoning for a dangerous product through the manipulation
of public opinion, government policy, and scientific discourse.

The scientific facts about oil pollution and climate change that ExxonMobil and its
political and intellectual allies in Washington had to manage as the Bush
administration took office were nowhere near as daunting as those that confronted
the tobacco industry when the dangers of smoking were publicly recognized in the
early 1960s. By comparison, the public health effects from the burning of fossil
fuels were often indirect. The American economy’s dependence upon oil and gas
was not the product of some clever marketing campaign, as cigarette smoking
arguably was, but was embedded in technological and industrial evolution.

When regulators or lawsuits challenged ExxonMobil’s liability on environmental
matters, the corporation turned fiercely combative—Irving’s internal protocols
provided for rapid intervention by ExxonMobil’s law department, which spent large
sums on the most talented and aggressive outside litigation firms. “They took a very
hard line on the legal issues,” explained a member of the corporation’s board of
directors. “It’s very much a take-no-prisoners culture.” From Washington to
Houston to capitals worldwide, ExxonMobil executives internalized the
corporation’s attitude toward lawsuits of all kinds: “We will not settle just to avoid a
struggle; if we believe we are in the right, we will use our superior resources to fight
and appeal for as long as possible, and when the case is over, your house may no
longer be standing. Think twice before you take us on.” ExxonMobil’s spokespeople
and lobbyists regularly expressed dismay that the scientific findings they presented
about the Valdez cleanup, climate, chemical regulation, and other public policy
issues were not accepted by journalists, judges, and politicians as fully credible.

David Page knew that the government scientists thought of him as a corporate shill,
and he felt insulted by that accusation. “It’s not about corporate America,” he said.
“To compare Exxon to a tobacco company is totally outrageous. They are two very
different things. I will tell you, my livelihood was teaching students chemistry and
biochemistry. I didn’t need to work for Exxon or anybody else. If I thought for a
minute that I was being asked to say something that wasn’t true or to hide
information or act in [an] indefensible way at all, I would have taken a hike and not



had any further relationship. I don’t hold my nose when I’'m talking.”

Jeffrey Short ultimately quit his government job in part because of the distractions
caused by the corporation’s unrelenting Freedom of Information Act requests.
“We’re all scientists—we didn’t sign up to do that,” he said.

Mandy Lindeberg could think of only one positive aspect of her experience as an
ExxonMobil adversary. Knowing that every field note she and her colleagues made
would be scrutinized by corporate litigators and scientific consultants, she said,

“forced us to be very good scientists.”12



Six

“E.G. Month!”

Equatorial Guinea seemed like a place that Gabriel Garcia Marquez had invented, a

former American ambassador once remarked.L A thumbprint on the west coast of
Africa, the entire country consisted of an offshore island, where the capital of
Malabo was situated beside a cliff-walled harbor, and a sliver of land on the
continental shoreline. It had been one of Spain’s few African colonies. In 1968,
Generalissimo Francisco Franco, Spain’s then-septuagenarian dictator, granted
independence to a government led by Francisco Macias Nguema, an anticolonial
politician. Macias turned out to be a depraved mass murderer. He imprisoned,
tortured, and killed his opponents by the score. He closed schools, campaigned
against intellectuals, and burned boats to prevent his people from fleeing his realm.
His security guards executed 150 people in a sports stadium on Christmas Day while
loudspeakers blared “Those Were the Days.” In Malabo, Macias maintained an
active torture chamber in Black Beach prison. He increasingly walled himself away
on the slice of mainland Africa where his Fang ethnic group predominately resided.
He descended into paranoia and lashed out at anyone who challenged him. Roughly a
third of Equatorial Guinea’s small population would die or manage to escape during

his reign.Z
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On August 30, 1971, Lannon Walker, a diplomat at the United States embassy in
neighboring Cameroon, telephoned his colleague Len Shurtleff to report signs of
trouble emanating from the nearby American embassy in Malabo. Walker reported
that Al Erdos, the American chargé d’affaires in Malabo, might also be going insane.

Erdos had been sending strange cables in recent weeks. Now he had come on the
shortwave radio to report on some sort of Communist plot involving one of his
American colleagues, whom he had tied up in a vault in the chancery. Walker asked
Shurtleff to fly to Malabo to investigate. The diplomat arrived that evening by
chartered aircraft. At the tiny embassy—Ilittle more than a rented house—Erdos,
visibly distraught, pulled him aside. He announced, “I lost my cool. I killed Don
Leahy.”

He was referring to the embassy’s administrative officer. Inside the chancery
Shurtleff found scattered papers and spattered blood. A woman’s scream called him
to an interior room. There he found Mrs. Leahy kneeling over the body of her dead
husband. He had been stabbed to death with a pair of embassy scissors.

An autopsy showed that Leahy had semen in his trachea, suggesting that love or sex
had been an issue between murderer and victim. At his subsequent trial in a Virginia
federal court, Erdos entered an insanity defense; his lawyers blamed Equatorial
Guinea’s menacing tropical dictatorship for having driven him mad. The jury



convicted him of manslaughter.3

The case established a tone in U.S.—Equatorial Guinean relations that would persist
for years to come. The host government accused one of Erdos’s successors of
sorcery and expelled him; the ambassador in question, John Bennett, had persistently
raised concerns about the country’s human rights record. The United States shut its
Malabo embassy, pleading budget constraints. Thereafter it serviced Equatorial
Guinea by airplane from its embassy and consulate in Cameroon.

Equatorial Guinea was perhaps the most politically toxic oil property Lee Raymond
had acquired from Mobil. Given Exxon’s reserve replacement challenges, however,
it was hard to be picky. Resource nationalism in the Middle East had driven all of
the Western majors to Africa in search of bookable reserves. Exxon had had success
on its own in Angola, but Raymond would mainly be dependent on Mobil’s legacy
properties if he wanted to share in Africa’s emergence after 2000 as an increasingly
important oil play. Some of the contracts available to Western oil companies in
West Africa, such as in Nigeria, could be restrictive. Equatorial Guinea was a case
where the upside was more attractive, financially—as it had to be, given that, on the
world’s political risk charts, the country presented an extreme case of uncertainty.
By 2001, ExxonMobil operated oil platforms about forty miles offshore, where
workers on four-week rotations pumped steadily rising amounts of crude—more
than 200,000 barrels per day and rising, or about 8 percent of ExxonMobil’s
worldwide production of oil and gas liquids that year. Mobil had negotiated a
contract with Malabo’s inexperienced government in which it secured the right to
recoup its investment expenses from oil sales in the early years of production,
paying Equatorial Guinea’s government an initial royalty of only about 10 percent.
The principle that Mobil should be able to recover its costs early was typical of deals
designed to protect international oil companies from political risk, but these specific

terms were favorable. Now oil prices were rising, and the project looked likely to

pay off big to both parties.4

ExxonMobil’s headquarters and residential compound in Malabo stood beneath a
towering dormant volcano. A large population of monkeys inhabited the mountain’s
rain forests; they were shy because humans had long hunted them as food. In the
evenings heavy tropical clouds often skirted the volcano, which had two peaks, like a
double-humped camel. Lightning flashes and quiet rumbles of thunder added to an
air of ominous majesty. The ExxonMobil refuge contained stucco buildings with
Spanish red tile roofs—residences, offices, and recreation facilities, including a
swimming pool. It was not particularly luxurious—certainly not as comfortable as
the burgeoning Marathon Oil waterfront compound across the bay, which housed
more workers than ExxonMobil’s did and had been laid out for tennis courts,



basketball courts, squash and racquetball courts, a clubhouse, and a restaurant. At
night, Marathon’s gas flares and the white safety lights at its liquefied natural gas
and methanol plants illuminated the dark water that spread out beneath
ExxonMobil’s smaller facility.

The second-generation dictator who oversaw ExxonMobil’s inherited contract was
Teodoro Obiang Nguema, a nephew of Macias’s and a brigadier general trained at a
military academy in Spain. In 1979, Obiang had led an uprising against his uncle and
seized power. He arrested Macias and assigned mercenary bodyguards to execute his

uncle by firing squad.2

“When I came to power, the place was completely destroyed,” Obiang remembered.

“No electricity, no roads. The schools were closed.”® Few reliable statistics were
kept for the country by its government or international agencies, but per capita
income was perhaps one hundred dollars per year. Hunger stalked the forest villages,
less than a third of the population had access to safe drinking water, mothers and
babies commonly died in childbirth, and life expectancy was less than fifity years.
Because of the depredations of the Macias years, the country’s cocoa economy, once
modestly successful, no longer existed. Obiang settled into power in a less wanton
but no less ruthless manner than his predecessor. He turned ministries, businesses,
and land over to his family members and through them constructed layers of internal
security, strengthened at the inner core by his palace guard of salaried Moroccan
soldiers. Black Beach prison remained open, and the torture techniques of its jailers
and political prosecutors did not much change, according to one human rights
investigation after another.

Still, Obiang kept the United States satisfied about his foreign alliances. Unlike
Macias, he sought to work as a professional authoritarian, in the manner of those
who led neighboring nations in West Africa. At business meetings Obiang usually
turned up in a dark, tailored suit with a pocket kerchief; he could be coherent, direct,
and even sophisticated, if also persistently obtuse about the precepts of good
government. To interact more successfully with his French-speaking neighbors,
Obiang took on a French tutor at his palace. He played tennis regularly and jogged
along the rutted, red clay road between the airport and Malabo’s elegant but water-
streaked colonial plazas. He danced through the night at parties and drank

copiously.Z He developed cancer and eventually traveled to the United States about
four times a year for treatment. The scope and seriousness of the disease was a
closely guarded secret, but Obiang, as rugged as a crocodile, seemed to overcome it.
His regular medical travel to the United States and a deep antipathy toward France
and Spain turned him gradually into an unrequited friend of America’s. Oil, he



hoped, might persuade Washington to embrace him.

Equatorial Guinea’s territorial ocean waters encompassed some of the same geology
that had much earlier enriched Nigeria and Gabon with oil dollars. Obiang provided
exploration leases to Spanish oil companies during the late 1980s. It was relatively
early in the development of offshore oil technology, and the Spaniards reported they
could find nothing. “Thanks to the American embassy” in Cameroon, Obiang
recalled, Joe Walter, an irrepressible Houston wildcatter, agreed to take a second
look. In 1991, tiny Walter International discovered Equatorial Guinea’s first oil, in
the Alba field. Obiang interpreted the news as evidence that Spain had deliberately
suppressed his country’s economic potential, while the Americans seemed prepared
to back him. Walter sold out its holdings as Mobil, Marathon, and Amerada Hess
arrived to explore farther. Equatorial Guinea hired no outside lawyers or investment
bankers to negotiate; Obiang’s first-ever oil minister, Juan Olo, worked out the
terms. Mobil acquired rights to the offshore Zafiro field, which, as it turned out,
contained at least a billion barrels, or at least three times Mobil’s entire annual

worldwide production of oil and gas liquids in 1995.8

Mobil embedded itself in financial partnership with the Obiang government; it paid
for land, office leases, and security services. The local companies it worked with had
many ties to the president and his family. Under the Foreign Corrupt Practices Act,
it can be illegal for American companies to make sidebar payments to businesses
controlled by foreign government officials who are at the same time handing out
lucrative contracts for oil. In later years, the Department of Justice questioned
Mobil’s deals with local firms, but ExxonMobil warded off the investigations by
arguing that it had no alternative but to invest with the ruling family because there
was no market for land or services that was not controlled by the Obiang clan. The
Foreign Corrupt Practices Act, as interpreted by Justice, did not hold that some
countries should be avoided altogether, only that American corporations should not
act corruptly if they had a choice in the matter. Some of Mobil’s and later
ExxonMobil’s payments to Obiang’s regime covered scholarships for students and
relatives selected by the president to study in the United States. The corporation also
held a joint investment in a fuel services company; Obiang controlled the venture’s

minority partner, a company called Abayak, according to the findings of a U.S.

Senate staff investigation.2

“The private American (especially oil) companies would not wish to be pulled into
U.S.G. [United States government] efforts to combat human rights violations in
Cameroon and Equatorial Guinea,” reported a U.S. embassy cable written just after
Equatorial Guinea’s oil began to flow in earnest. “U.S. companies are aware of



human rights violations . . . [but they] present themselves as ‘ahead of the curve.’”12

That seemed mainly a euphemism for corporate strategies of hunkering down,
avoiding publicity about human rights and other controversial aspects of Obiang’s
reign, and staying as far away as possible from recurring State Department
campaigns to reform Equatorial Guinea.

There were foreign policy episodes, such as in the Aceh war, when ExxonMobil
leaned on State to intervene on the corporation’s behalf. Equatorial Guinea provided
a different imperative: The Bush administration’s human rights campaigning in
Africa was more likely to taint ExxonMobil in Obiang’s eyes than to help the
corporation’s position as an oil contractor. ExxonMobil therefore adopted a low-
profile posture of strict noninterference in Equato-Guinean politics, coupled with
quiet advice to Obiang aimed at helping him improve his international reputation,
which would redound to their mutual benefit.

Lee Raymond regarded the State Department as not particularly helpful to
ExxonMobil, notwithstanding the example of the administration’s intervention to
stop G.A.M.’s targeting of the corporation. America’s career diplomats did not
understand international business very well, and some of them were outright hostile
to large oil firms, Raymond believed. Where they did try to intervene in a
commercial or contract matter, they often did not know enough detail to be
constructive, and they did not appreciate the need for strict confidentiality, he
concluded. Raymond could talk from time to time with his friend Vice President
Cheney, who understood his issues, but the ExxonMobil chief executive had come to
the view that as for the American foreign policy and government bureaucracy in
general the best approach was, as he told his colleagues, “Don’t talk to them.” That
did not mean ExxonMobil never asked State for favors; it meant only that the
corporation’s demands for Bush administration intervention were erratic,
inconsistent, and influenced by Raymond’s access to back channels with Cheney and
other officials he regarded as sophisticated and reliable, such as Samuel Bodman,
who would become secretary of energy during President Bush’s second term.
ExxonMobil and its handful of international American peers in the international oil
industry “blow hot and cold,” the veteran American diplomat John Campbell wrote
in one cable to Washington from West Africa. “For the most part [they] prefer to try
to address industry-specific issues themselves. They may turn to the [State
Department], only to back away from requests on further consideration. If their

efforts fail to achieve a resolution or problems become more acute, they can quickly

return demanding action.”L

During the late 1990s, after Equatorial Guinea’s big contracts were signed but before
oil and cash flowed, Obiang traveled to Washington, D.C., for annual World Bank



meetings. His country’s decades-old struggles against poverty were about to end—
he needed to think about how to manage the great sums that would soon come his
way. Obiang was in some respects naive about global affairs, but it did not require
an advanced degree in political science to notice that small, weak countries with
huge amounts of oil tended, as Kuwait had done, to ally themselves protectively with
the United States, a superpower with a thirst for hydrocarbons and a military large
enough to deter any power that might bully its oil-supplying friends. By opening
Equatorial Guinea’s fields exclusively to American companies, Obiang hoped in
time to coax Washington into strategic partnership. The president and his
companions walked one afternoon past the grandiose main branch of Riggs Bank, at
1503 Pennsylvania Avenue, across from the Treasury Building and diagonally
opposite the White House. The bank’s gray ionic columns stood several stories tall
and created the impression that this might be the American president’s own financial
institution—or, at a minimum, that it was deeply connected to the corridors of
American power. “We should put our money here,” Obiang told his companions. At

the time, they still did not have much of a check to write. They opened a Riggs

account with a $5,000 deposit.12

Two years later, in 1997, with Zafiro in production, $1.2 million a month began to
flow into the Washington, D.C., bank. Riggs’s executives woke up to the gusher they
had struck. It kept growing.

“Equatorial Guinea has gone from being a very small, insignificant relationship to
the largest single deposit relationship at Riggs,” a manager named Ray Lund wrote
to senior colleagues in 2001. With ExxonMobil now operating and profiting from
Zafiro, Equatorial Guinea had $200 million on deposit and expected additional cash

flow at a rate of about $20 million a month for the foreseeable future. “Where is the

money coming from? Oil—black gold—Texas tea.”13

Obiang had been denied high-level meetings with Clinton administration officials.
Equatorial Guinea’s human rights performance, he was told, was the obstacle to such
access. Africa Global, a small Washington lobbying firm, advised Obiang that the
election of George W. Bush as president of the United States presented an
opportunity to rehabilitate Equatorial Guinea’s reputation and to establish a deeper
partnership in Washington based on oil interests. Obiang agreed to pay Africa
Global hundreds of thousands of dollars to help him navigate the American capital
and secure meetings at the highest levels of the new administration. One of his
lobbyists secured an appointment at the State Department’s Africa bureau on
February 22, 2001, a few weeks after Bush’s inaugural.

“Obiang has been waiting eight years” for the Democrats to leave office, said the



dictator’s representative. “He hopes he can now meet with senior levels of the new
administration.” After a State cable about the lobbyist’s meeting circulated in West
Africa, the American ambassador in Cameroon wrote to Washington to say that “we
would be delighted if he [Obiang] were received at a higher level,” although it would

be better if “we [the American government] can get the credit instead of a lobbying

firm.”14

Henry Hand, a desk officer in the Africa bureau at Foggy Bottom, took a call a few
days later from a Halliburton executive. The executive said his company “was being
hounded by Africa Global to intercede with the Vice President’s office” to obtain an
audience with Cheney for Equatorial Guinea’s president. “They declined to do so,”
Hand reported. On March 2, the desk officer rode over to Equatorial Guinea’s
threadbare embassy on 16th Street. Obiang’s ambassador to the United States
explained to him that Africa Global has “a very ambitious agenda” for the leader’s
upcoming private trip to Washington—the lobbying firm would be seeking meetings
with Bush, Cheney, Secretary of State Colin Powell, and National Security Adviser
Condoleezza Rice.

“As I left the embassy, oil company representatives were arriving for a meeting,
having been convoked by the ambassador” to advocate for Obiang’s access, Hand
reported. Nor was Africa Global confining itself to the federal government: The desk
officer reported two weeks later that Obiang had apparently secured a meeting with
Washington, D.C., mayor Anthony Williams “who may declare March E.G.

month!”12

The main practical item on Obiang’s agenda was “the establishment of an
[American] embassy in Malabo.” But no meetings with Bush, Cheney, or Powell
actually materialized in the days ahead. “He is reportedly irked,” Hand recorded.
“The energy companies are increasingly unhappy with Africa Global, which they
feel is doing a poor job of getting across Equatorial Guinea’s message. The lobbying
firm has been very heavy-handed in leaning on these firms [ExxonMobil, Marathon,

and Hess] in an attempt to get high-level meetings, after raising Obiang’s

expectations for such meetings to unrealistic levels.”18

The best Africa Global could do, it turned out, was an under secretary of state—
hardly an insult, but not a cabinet officer, either. Alan Larson, Bush’s under
secretary of state for economic, business, and agricultural affairs, who oversaw
energy issues at the State Department, rode to the Equatorial Guinea embassy on
March 19 to hear what Obiang had to say.

The president opened by stating that he would like to return to Washington on an



official visit, so he could “convey his concern over the lack of a U.S. embassy in
Malabo to the highest level of the U.S. government.” His country, he continued, “had
received much assistance from private American companies” and it was
“unreasonable” that there was no embassy. He understood that there were budget
issues vexing the United States, but federal tax revenues received from the American
oil companies making profits in Equatorial Guinea were “more than sufficient to pay
for a new mission.” The decision to close the embassy in 1995, after the witch doctor
incident involving Ambassador Bennett, was “based on erroneous human rights
reports.” State Department public reporting on human rights violations in Equatorial
Guinea—which continued to highlight torture and detention of Obiang’s political
opponents, as well as the abysmal conditions at Black Beach—was misguided; it was
the product of a temporary American diplomat in Malabo who had “no conception of
the real situation. . . . Only officials posted in [Equatorial Guinea] would be able to
understand the true situation.”

Larson replied that the Bush administration was “very interested” in working with
Obiang “on encouraging the growing bilateral business relationship.” President Bush
and Secretary Powell “had made it clear that promoting respect for human rights and
democracy would be a continuing theme of our foreign policy,” but the
administration was nonetheless “prepared to work” with Equatorial Guinea’s
government. On the question of a U.S. embassy in Malabo, the State Department

would be “reviewing the issue,” Larson said.1Z

On Capitol Hill, among human rights activists, Republican-leaning global Christian
groups concerned with governance and development in Africa, and the democracy-
promoting enthusiasts of the neoconservative school, Equatorial Guinea was “the
kiss of death,” recalled a senior Bush administration official involved. But the oil
companies joined Africa Global in pressing Obiang’s cause. ExxonMobil, Marathon,
and Hess worked through the Corporate Council on Africa, an industry trade and
lobby group, to campaign at the White House and State for approval for a new U.S.
embassy in Malabo. The oil companies argued through their Washington lobbyists
that the American embassy in Malabo had been shuttered before the discovery of oil,
when virtually no U.S. citizens resided in the country, whereas now there were
upward of six hundred Americans living in Equatorial Guinea, shuttling in and out
on rotation. Passport and visa paperwork had to be handled in Cameroon, and there
was no permanent diplomatic liaison to address even routine business issues. Still,
the Africa hands on the National Security Council, where the decision would
ultimately be made, hesitated. They knew George W. Bush would be accused of
selling out human rights for oil profits if the administration reopened the embassy.

Obiang wanted military training, too. His government had received a State



Department license to hire Military Professional Resources International (M.P.R.1.),
a government-connected security contractor based in northern Virginia, to improve
the virtually nonexistent capabilities of Equatorial Guinea’s tiny coast guard and
navy. It was unusual for State to approve any license for military training for a
regime with a human rights record as bad as Equatorial Guinea’s, but maritime
defense work had been rationalized as necessary to protect huge American oil
investments offshore. Now Obiang wanted to expand M.P.R.1.’s training to include
his military and internal security forces and to contribute to regional campaigns
against maritime piracy and illegal fishing. Obiang had told Larson that he needed
additional military assistance to “protect [Equatorial Guinea’s] sovereignty and the
U.S. investment.”

He sent his foreign minister and energy adviser to Washington to explain that his
request reflected Equatorial Guinea’s “concern over security issues, particularly the
safety of offshore oil installations, but also stems from the president’s desire to

emulate the United States in areas such as democratization and respect for human

rights.” The Bush administration stalled some more 18

The administration did allow Obiang a steady stream of official meetings when he
visited America for cancer treatment or other private reasons. On September 7,
2001, Obiang again met Under Secretary of State Alan Larson. United States
investment in Equatorial Guinea, all in the oil and gas sector, “is having a great
impact on the country,” Obiang pleaded. But he needed help. His country had been
called the “Kuwait of Africa,” he said, but with a mere 10 percent royalty rate on oil
production in the early phase, “this does not accurately reflect the revenues that the
government receives.” The country was still waiting for ExxonMobil to cross the
break-even point in the recovery of its investments, after which Equatorial Guinea’s
take would rise; the country was not yet as wealthy as it would be.

Larson agreed that the “investment of U.S. companies” in Equatorial Guinea
“strengthens the bilateral relationship” with America. He warned, however, that the
more prominent Equatorial Guinea became as a global oil supplier, “there will also
be increased scrutiny from human rights groups around the world.” There was
nothing the Bush administration could do about that—it was a fact of global life in
an age when the power of nongovernmental campaigners and media was increasing.
Larson “encouraged Obiang to continue to work constructively” with ExxonMobil,
Marathon, and Hess, “who have shown so much confidence in [Equatorial Guinea] to
invest so much there.” On the question of the royalty rate and other financial

matters, Larson “assured” Obiang that the American companies would “deal

squarely” with Equatorial Guinea.12



Al Qaeda terrorists struck Washington and New York four days later. Obiang was
still in town, ensconced at the luxury Willard Hotel, which is located on
Pennsylvania Avenue between the White House and the Capitol. He was smuggled
out of the hotel through the garage. Terrorism fears now joined oil dependence as
glue in the emerging U.S.-Obiang relationship. The Bush administration soon
briefed Equatorial Guinea on “increased Al Qaeda operations under way throughout

the world and the possibility that Al Qaeda might target petroleum facilities.”2Y
Obiang readily invited American diplomats to talk with him about security issues.
His regime lived in perpetual insecurity, plagued by internal coup plots and menaced
by much larger neighbors, particularly Nigeria, that might covet the country’s oil
wealth. Rising fears within the Bush administration that seaborne Al Qaeda—inspired
terrorists might attack American offshore oil platforms would draw Malabo and
Washington toward a security partnership, some of Obiang’s advisers believed.
Equatorial Guinea’s production, moreover, was expanding by the month. The
country pumped out just fewer than 300,000 barrels per day in 2002 and expected
more than 350,000 barrels per day in 2003. This would mean, a State Department
cable noted, that Equatorial Guinea “will become the third largest oil producer in

sub-Saharan Africa, after Nigeria and Angola.”2! Hardly anyone had noticed the
country’s emergence on world oil markets. The Bush administration at last
overcame its hesitations; the White House approved the embassy and prepared for
its reopening.

George Staples arrived in November 2001 as the new American ambassador. He was
a career foreign service officer, an African American who wore wire-rimmed glasses
and who spoke Spanish, French, and Turkish. Staples had divided his tours among
the Carribean, Latin America, the Middle East, and the Continent. He had served a
previous tour in Malabo, as a political officer, during the 1980s.

On January 23, 2002, Staples flew to Equatorial Guinea for the first time after a
fifteen-year absence. The country he saw dazzled him—road construction under
way, new hotels, the modern corporate enclaves of ExxonMobil and Marathon, and
small supermarkets. Obiang remembered Staples from his earlier tour, when they
occasionally bumped into each other while jogging on the airport road. They met
now at the president’s palace above Malabo harbor. The atmosphere in the receiving
room was formal; bodyguards and aides stood by in attendance. The president
greeted Staples warmly; they spoke in Spanish.

“America is our friend, versus Spain and some other Europeans who have other
agendas,” Obiang said. “The American companies made this possible,” he said,
referring to his country’s boom. “The Europeans lied to us. We’ve never stopped
believing this.”



It was gratifying to see a country that he remembered as one of the world’s poorest
developing so rapidly, Staples replied. “You have to recognize that great wealth
brings with it great responsibilities,” he added. It was vital that Obaing use his
wealth “in a responsible manner, and not waste it on foolish programs or see it
disappear through corrupt practices that could destroy the country’s reputation and
erode its moral fiber.”

Obiang declared that he was “determined” that Equatorial Guinea would not
“become another failed African state.” He elaborated: “Not a single West African oil
state can be called a success. What has happened with all the oil money that came to
Nigeria, Cameroon, Gabon, and Angola? When African leaders gather at
Organization of African Unity meetings, they look to South Africa as the continent’s
engine of growth, when Nigeria and other oil states could have performed this
function long before apartheid ended.”

As to human rights, Obiang said he was “trying to develop a democratic system,” but
his countrymen “were not sophisticated and sometimes had a low tolerance for
opposing opinions.” When opposition politicians were “harassed and attacked,” it
was “not on orders from the government.” The same was true of other human rights
abuses made against his regime.

“Help us,” he said.22

Like many diplomats, Staples was optimistic about the potential of the United States
to improve a country such as Equatorial Guinea. Here it seemed more apparent than
usual that American corporations and international nongovernmental organizations
could lift the quality of governance. When he visited Malabo, Staples sometimes
stayed overnight at the compounds of the several international oil companies,
including ExxonMobil’s; construction of international business hotels was under
way in Malabo, but none had yet been opened, and the State Department had yet to

lease its own housing. The oil industry executives he met during these stays “spoke

highly of Equatorial Guinea’s potential to become an African success story.”23

The ambassador suggested ideas to his hosts, including ExxonMobil, about how they
might directly contribute to Equatorial Guinea’s development, outside of pumping
oil, by flying in teachers to run seminars on business formation, accounting, and the
like. Staples soon learned, however, that while ExxonMobil’s local representatives
were sympathetic and interested, they had trouble winning approval for such
initiatives from headquarters. ExxonMobil, along with Marathon and other firms,
did invest in malaria eradication in Equatorial Guinea, but the corporation shied
away from anything that involved interaction with the country’s politics or business



classes. ExxonMobil’s lawyers in the upstream division in Houston feared, for
example, that if they trained young Equato-Guinean people and their businesses
subsequently failed, the oil corporation might be somehow judged liable. To the
American ambassador, this seemed careful in the extreme, but it did in fact reflect
ExxonMobil’s strategy in poor and volatile countries. The issues of concern to
ExxonMobil were largely limited to the production of oil and the sanctity of
contracts. “We are an oil company; we are not the Red Cross,” as Andre Madec, an

ExxonMobil executive who oversaw global community relations, once put it. “We

don’t want to be seen as the de facto administration.”24

Obiang remained hopeful about the strategic partnership he could eventually build in
Washington through oil and security. The president bought big houses for family
members throughout the suburban Washington region and he traveled regularly to
the capital and to New York. At the Riggs branch across from the White House,
Obiang’s aides arrived with heavy, bulging suitcases filled with plastic-wrapped
hundred-dollar bills—up to $3 million at a time—and handed them over as cash
deposits, which Riggs’s account managers gratefully accepted.

In tandem with the oil companies and Obiang’s lobbyists, Riggs’s executives tried to
burnish Obiang’s reputation as best they could. “The president has requested to
come to the bank to pay a courtesy call and brief us on developments in Equatorial
Guinea,” Simon Kareri, the bank’s African-born account manager handling the

Obiang and related accounts, wrote to Joseph Allbritton, the bank’s chairman. “I

would like to suggest that we recommend that the President hire a P.R. firm.”22

Kareri briefed the bank’s leaders on the political risk equations involving their
idiosyncratic client. There was potential for coups or internal fracturing in
Equatorial Guinea, and yet major American oil companies had “established a
significant presence in the country and U.S. officials appear anxious to maintain
good relations,” he noted. “The country could be valuable to the U.S. from a
geostrategic view, given its location in Central Africa and the abundance of oil.”

Obiang passed through the branch’s soaring columns and into a paneled conference
room one summer day. The bank’s senior executives listened as the president
described his country’s progress. Obiang mentioned that there had been “pressure”
from other banking and financial institutions to move some of his business
elsewhere, on the grounds that Riggs was not equipped to handle all of the nation’s
finances. However, “the President’s regard and loyalty to Riggs is unquestionable
because he has dismissed all possible suitors as ‘speculators,’” Kareri’s notes of the
meeting recorded. As to the allegations about his human rights record, publicized by
Human Rights Watch and others, Obiang told the bank executives that he had not



reacted to “the innuendoes” about such matters. “The President clearly regards his
engagement of such discussion as demeaning to his stature,” Kareri noted.

Obiang did have one piece of business he wished to mention while he was visiting
his bank: He requested a $34.4 million loan to purchase a presidential jet from

Boeing Corporation, a 737-700 that would be outfitted with a king-size bed and

gold-plated bathroom fixtures.28



Seven

“The Camel and the Jackal”

On New Year’s Day, 2000, about two months after he arrived in the capital city of
N’djamena to serve as United States ambassador to Chad, Chris Goldthwait sat down
to write a letter home to friends entitled “Is It Hopeless?” He was referring to Chad.
Certainly it was a troubled place. Goldthwait was a senior officer in the Foreign
Agricultural Service and a part-time novelist. He had been posted overseas before,
but never as a full-fledged diplomat; the State Department dispatched him to Chad
as part of an effort to recruit ambassadors from outside of its own ranks. During his
first weeks in the country, he took the embassy boat, which had been acquired to
allow the ambassador and his colleagues to escape to neighboring Cameroon in the
event of coups or other violent unrest, out on the wide Chari river to look for
hippopotamuses. He found a few, but he was more entranced by the families living
in adobe brick huts—premodern-looking dwellings supported by mats and poles,
their tin roofs “held down against the wind by concrete blocks or big stones.”
Goldthwait was single and entering the twilight of his professional life; he was a
self-contained man, ready to travel and inspect his vast assigned territory. It didn’t
take him long to discover that “all aspects of life are starker here than at home—
greed, poverty, hatred, disease, death, honor, friendship and love.”

If Chad’s history was “our standard for judgment,” then there was little evident
cause for encouragement. To seize the territory for the French empire, two colonial
captains invaded from Senegal late in the nineteenth century. They left a trail of
burned villages and decapitated bodies before their African troops mutinied and
murdered them. After independence, a succession of coups, rebellions, incursions
from neighboring Libya, French interventions, and American cold war—inspired
covert maneuverings left Chad’s eight million people in the grip of Hissene Habré,
who arrested, tortured, and murdered several tens of thousands of his countrymen.
One of Habré’s French-trained generals, Idriss Déby, eventually overthrew him; the
dictator fled to exile in Senegal with as much gold as he could load onto his escape
plane. Like his predecessor, Déby trusted only his northern tribal kinsmen and
“lavished upon them the lion’s share of governmental largesse and responsibility,”
Goldthwait noted. “It has meant that a government with meager resources,
degenerating early after independence into corruption, has come to be viewed
mainly as a patronage system.”



Chad’s borders on international maps mark a landlocked expanse almost twice the
size of Texas and breathtaking in its internal diversity. Its people speak 128 distinct
dialects. The country’s southern forests and agricultural lands, bordering Cameroon,
receive as much rainfall as the American East Coast. In the north, nomads roam with
camels and cattle through parched dunes and rocky crags. There are fewer than
eighty miles of paved roads in the entire nation. Chad’s poverty ran even deeper than
Equatorial Guinea’s.

Life expectancy at the century’s turn was just forty-six years, according to the
United Nations Development Programme; less than half the population was literate
and only a third of school-aged children were enrolled in classes. The economy
suffered from “poor to non-existent infrastructure, chronic energy shortages, high
energy costs, a scarcity of skilled labor, limited understanding of the English
language, a high tax burden, and corruption,” according to a formal U.S. embassy
assessment cabled to Washington. Five of Chad’s six neighbors—Libya, Niger,
Nigeria, the Central African Republic, and Sudan—were politically unstable. Idriss
Déby, like coup makers worldwide, had promised reforms when he came to power,
but he had settled into a self-protecting regime made up of relatives and cronies with
apartments in Paris, ruthless palace guards, half-loyal regional militias, and a
training contingent of about a thousand French troops and airmen on standby at
N’djamena’s airport. Déby had some skills: He was a thin, composed man with a
general’s sense of military maneuver and a tribal sheik’s instincts for political
balancing. Still, although the Chadian elites in the precarious capital spoke a
“perfect French,” Chris Goldthwait wrote, “there isn’t anything behind it in the way
of knowing what to do to solve problems.”

Hopeless? The arriving American ambassador chose to believe otherwise.
Democracy movements had swept even the poorest African countries during the
1990s. National economies had been growing across the continent, even in the midst
of civil violence. By the time Goldthwait landed, Chadians had become “marvelous
at saying what they know we want to hear from them about democracy,
development, national reconciliation, etc.—sooner or later they will start to believe
some of it themselves.” He wrote to his friends:

So no! It isn’t hopeless, only incredibly difficult. More difficult than the
miracles of development in East Asia. More difficult than the recovery of
the District of Columbia in our own country. More difficult than the
challenges facing South Africa or other African lands. But the people here
will face the challenge because they have no choice. Is there anything we



can do to help them?t
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ExxonMobil employed considerably more geologists than political scientists. The
complexity of Chad that attracted their attention involved the subterranean
formations of the Chari river floodplain, particularly around the Doba basin.
Exxon’s local subsidiary—Esso Exploration & Production Chad, Inc.—had started
exploration and development work in the basin in 1977. Its engineers confirmed
significant deposits at Bolobo. The oil there was thick and sour, meaning that it was



infused with sulfur and thus less valuable than the “light and sweet” crude blends
that attracted the highest prices on global markets. (Those lighter blends were
easiest to refine into gasoline and other fuels.) The viscosity of Chad’s oil presented
production challenges, as did the diverse and inconsistent strata of rocks and water
beneath Chad’s eroded land, which complicated efforts to pump oil to the surface.

The scientists who puzzled over Chad’s subsurface worked mainly out of Houston,
in the upstream division of ExxonMobil charged with buying, developing, and
producing oil and gas. After the merger, to reduce head count and improve
flexibility, Raymond oversaw a reorganization that moved many of these scientists
into “skills” groups that could deploy worldwide, like geology special forces teams,
to support local business units and projects. Their ability to accurately assess oil
reservoirs improved year by year as faster computing and improved graphic and
imagery software allowed for more accurate visualization of underground geology
than in the past. There was a basic Geophysics skills group, with obscure-sounding
subunits such as the Gravity Magnetics Group. There was a skills group called
Geological Operations that brought scientific expertise to well and pipeline
engineering. There were scientists grouped together to work on New Field
Development and Mature Field Development, as well as a group specializing in
Stratigraphy, a field of geology that studies how complex layers of rocks and
sediments such as those beneath Chad’s Doba floodplain change over time,
influenced by water and weather. One of the most important scientific groups based
in Houston was called Formation Evaluation. These were the specialists who bought,
captured, and analyzed seismic and other data about where undiscovered oil and gas
formations might lie beneath land or ocean floors. As Houston struggled to define an
economically viable plan to lift Chad’s thick, dispersed oil to the surface, its
stratigraphers wrestled with geological problems tens of millions of years in the
making.

Then there was the challenge of transport, even if Chad’s oil could be coaxed to the
wellhead. There was no profitable market for large volumes in Chad’s neighborhood.

The oil would have to be piped hundreds of miles overland to the Atlantic Ocean and

then shipped to refineries in Europe or the Americas.2

During the cold war, despite his torture rooms, Hissene Habré had maintained
cordial ties with the United States, which regarded him as a regional counter to
Libya’s leader, Moammar Gaddafi. The Reagan administration trained elements of
Habré’s notorious security service and provided the regime with tens of millions of
dollars of military aid each year. When Habré visited Washington in June 1987,
Reagan assured him, “Chad now knows it can count on its friends.” The American
president took note, too, of Chad’s economic problems, particularly its recent



“locust plagues.”2 Exxon’s oil discoveries offered relief from such trials. Bolstered
by the Reagan administration’s alliance, Exxon outflanked French oil companies,
negotiated with the dictator’s aides, and, in 1988, produced the Convention for
Exploration, Exploitation and Transportation of Hydrocarbons in Chad. It provided
for a thirty-five-year compact among Chad’s government, Exxon, and two partners;
Exxon would be the lead operator, and eventually, the corporation secured Chevron
and PETRONAS as partners. The terms were favorable to Exxon and its partners in
comparison with typical contracts elsewhere: Chad would receive a 12.5 percent
royalty on all oil produced, plus taxes equal to 50 percent of the consortium’s net
profits, which could rise to 60 percent if world oil prices soared. Chad’s take of less
than two thirds of revenue after expenses compared to rates closer to 90 percent in
Nigeria.

The generous terms were required, the oil companies insisted, to compensate for the
exceptional risks they would endure in Chad. No political order in the country was
likely to last for thirty-five years. Exxon’s negotiators addressed this conundrum not
just by negotiating for favorable royalties; they also inserted into the 1988 contract
what was known in the oil industry as a stability clause. Article 34, entitled
“Applicable Law and Stability of Conditions,” placed the terms of the convention
beyond the reach of any Chadian law that might be enacted by any government of
the future. The clause protected Exxon against political risk. That Exxon had the
power to carve out rights trumping any future law passed by any future Chadian
regime was perhaps not surprising in this instance; Exxon’s 1988 net profits of $5.3
billion exceeded by several times the size of Chad’s entire economy. Article 34.3
declared:

During the term of this Convention the State guarantees that no
governmental act will be taken in the future, without prior agreement
between the Parties, against the Consortium which has the effect either
directly or indirectly of increasing the obligations or amounts payable by
the Consortium or which adversely affects the rights and economic
benefits of the Consortium provided by this Convention.

The language binding Chadians to Exxon’s “rights and economic benefits” was
strikingly broad—it could even be interpreted to mean that future governments in
N’djamena might be prevented from broadening civic freedoms or permitting unions
to organize if such changes raised the oil consortium’s costs. More realistically, the



stability clause provided a strong defense against any future Chadian coup maker’s
inclinations to raise taxes on Doba oil production. The contract was unambiguous
about the parties’ relative sovereignty: “In case of contradiction or inconsistency
between this Convention and the laws and regulations of the Republic of Chad, the
provisions of this Convention shall prevail, unless the Parties decide otherwise.”
When Déby presented the contract to his cabinet for approval, recalled Salibou
Garba, then the country’s minister for post and telecommunications, the president
declared, “You don’t have time to read this—and they need it in Houston.” Even
Déby “did not take time to go through it,” Garba said. “Only later did he realize that
the terms were not as favorable as he wanted.”*

Rosemarie Forsythe, who rose to run ExxonMobil’s global political department out
of Irving, had been a precocious child. She graduated from Indiana University at the
age of sixteen after studying the classics, Russian literature, and political science.
She overcame the psychological burdens of prodigy and grew into a calm,
professional woman with a knack for making herself useful in large organizations.
Fascinated by Russia and its neighbors, she joined the State Department in 1987 and
then moved to the National Security Council, where she became a traveling
specialist in the political affairs of the new republics born from the Soviet Union’s
dissolution. In the late 1990s, Forsythe left government to work for Mobil Oil as a
political adviser, based in London. After the Exxon merger, she was summoned to
build the combined corporation’s political department at the Irving headquarters.
She came to function as ExxonMobil’s chief political risk analyst. She filtered and
synthesized political assessments flowing to Irving from the corporation’s far-flung
field offices. She adjusted gradually to ExxonMobil corporate culture with some of
her sense of irony intact; she told friends that the oil corporation’s system for
maintaining confidential information was far more severe than anything she had
seen while holding a top secret clearance at the White House. (ExxonMobil so
guarded its internal estimations of country-by-country oil reserves, for example, that
when executives talked about that subject with outsiders, they used the published
estimates of rival BP rather than reveal their own.)

Forsythe worked in a modest-size office on the ground floor of the Death Star; she
enjoyed a window looking onto the campus’s green lawns. Each April, when
ExxonMobil conducted an annual multiyear strategic planning exercise, she
integrated global and demographic forecasts into the plan. She also advised Lee

Raymond and the Management Committee about the international political

dimensions of investment and technology decisions.2

Chad presented an emblematic case of the challenges Exxon faced abroad. Much of
the oil and gas ExxonMobil could hope to acquire and book as equity reserves by the



year 2000 lay in weak states—countries that were too poor, underpopulated, or badly
governed to produce and control their oil on their own. Many of these weak states
lay in Africa.

In her presentations to ExxonMobil’s Management Committee, Forsythe showed
PowerPoint slides that divided the world’s governments into three categories:
democracies (blue), authoritarian regimes (yellow), and transitional governments
(red). The latter were characterized by political instability. One slide showed that in
recent decades the percentage of the world’s known and estimated oil located in
unstable countries had doubled to about half. (By comparison, much of the world’s
natural gas reserves lay in authoritarian nations, particularly Russia and Iran.)
Forsythe’s work also showed how demographics in the red and yellow countries—
particularly the “youth bulges,” or the growing generations of young people swelling
in the Middle East—suggested that even more instability in oil-producing regions
could be anticipated. (Large numbers of teenagers tended to create havoc wherever
they lived; her forecasts anticipated the Arab Spring many years before it arrived.)
Forsythe also produced maps showing global piracy problems and threats to

shipping lanes.®

An implication of her analysis was that if a company like ExxonMobil wanted to
continue to replace the hundreds of millions of barrels of oil reserves it pumped and
sold each year, and to show Wall Street that its booked reserves were holding steady,
the corporation would be drawn more and more into poor and unstable countries, and
it would have to find ways to operate successfully in such places. As Vice President
Cheney had once remarked when he ran Halliburton, “The good Lord didn’t see fit to
put oil and gas only where there are democratically elected regimes friendly to the
United States. . . . We go where the business is.”

Exxon hired a former career foreign service officer with long experience in Africa,
Simeon Moats, to serve as an Africa desk officer in the corporation’s Washington
office. Moats consulted with former colleagues at State and at the National
Intelligence Council to stay abreast of Chadian affairs. Lee Raymond’s Africa team
also brought in Herman “Hank” Cohen, an assistant secretary of state for African
affairs during the George H. W. Bush administration. He was hired as a consultant to
train Exxon managers about the political and cultural issues they might face in Chad.
Exxon ran the Chad project out of an office in Paris and hired French nationals and
French-speaking Canadian executives to supervise its operations in N’djamena.
Many of the engineers and managers who did the day-to-day work in the oil fields,
however, were English-drawling Americans dispatched from Houston. Cohen set up
classrooms in Houston and New Jersey; his students were “all white males,” as he
recalled it. He developed a syllabus to instruct them “about the nature of the Chadian



government, how it worked, how to get along with them,” and perhaps even more
challenging, “how to get along with French people.” Cohen had known Idriss Déby
during the anti-Libyan campaigns of 1987, when Déby served as Chad’s chief of
army staff; Cohen remembered him as “a tribal warlord, basically,” who drank too
much and who struggled to share power and wealth adequately even with members
of his own tribe. Cohen warned Exxon’s executives that there “would be a challenge
to his rule at some point.”Z

The possibility of a coup d’état was not the only political risk the corporation had
assumed in Chad. As with climate change and the management of corporate security
in Aceh, Lee Raymond’s decision to explore for oil in such a poor African nation
had involved Exxon in a burgeoning global contest of ideas, this one concerning the
social and political consequences of oil production in very poor countries.
Rosemarie Forsythe’s slides for the Management Committee implied that more and
more of the world’s oil happened to be located in unstable countries, more or less
coincidentally. A growing body of academic research suggested that oil production
was likely a cause of their instability.

Exxon’s exploitation of Chad’s oil involved both engineering audacity and big
thinking about how to relieve poverty in Africa. To reach global markets, Exxon
formed a consortium to build a 660-mile pipeline across Cameroon’s forests to the
town of Kribi, on the Atlantic Ocean. From there it would pipe the oil an additional 7
miles to an offshore marine terminal. To ensure that the project met global standards
for the management of oil revenue and involved credible plans to relieve Chad’s
poverty, Exxon enlisted the World Bank, the Washington-headquartered institution
funded by rich countries to support economic development in poor countries. During
the mid-1990s, Exxon and the bank conceived an unprecedented plan: In exchange
for loans from the World Bank’s finance arm, Chad’s government would be
pressured to accept covenants requiring that it spend most of the royalties and taxes
it received from oil production on health services, education, economic
infrastructure, and other poverty alleviation programs. To ensure that Idriss Déby or
others in his government did not cheat, the plan would require that Exxon route
Chad’s oil money through special bank accounts in London controlled by the World
Bank.

For a cautious company run mainly by engineers, the Chad project’s terms amounted
to an extraordinary venture by Exxon into social engineering and nation building.
There was something about the starkness of Chad’s poverty that seemed to attract
Exxon’s engineers; they talked about the country as a place that could be entirely
remade. “We have the opportunity of applying this model on a clean slate,”
explained Tom Walters, the corporation’s vice president for oil development in



Africa. “There was no prior history of development to deal with.” Foreign
missionaries of an earlier era imagined that they might improve Africa by imbuing
its people with Christian values of work and rectitude. Exxon’s managers believed
they might improve Chad’s government by demonstrating through their own
example the benefits of corporate discipline and principled consistency—the gospel
of the Operations Integrity Management System. “A big part of what we think we
can bring is a lot of the ethical behavior that we can portray to the government,”
Walters said. “We have been working with this government now for a good ten
years. . . . And we do not back down, and I think that education is going to have
dividends over the long haul.” Rex W. Tillerson, who was rising to prominence as a
leader in the corporation’s international division, described the project as “a clean
sheet of paper” where Exxon had “the opportunity to put things in place perhaps the
way you’d like to see them carried out from the very beginning.”8

The corporation’s ambition in Chad stood in contrast to its modest local
development projects and political quietude, bordering on complicity, in Equatorial
Guinea. The difference had more to do with oil market geography than with any
deep-seated desire within ExxonMobil to reform Chad. The corporation’s Equatorial
Guinea properties lay offshore and could be shipped to markets without much need
for ExxonMobil employees to involve themselves in the country, except to go and
come from the airport. As long as Obiang’s rule was stable, ExxonMobil could keep
a low profile and pump oil. In Chad, the corporation’s oil was stranded inland.
Constructing a pipeline to the Atlantic Ocean inevitably meant the political visibility
and risks of the project would be elevated. Land acquisition, population
resettlement, cutting down trees, and environmental protection plans were sure to
attract local and international scrutiny from the start.

By recruiting the World Bank as a partner, Exxon’s leaders shrewdly insulated
themselves from many of the project’s most daunting reputational risks, particularly
those arising from the objections of environmentalists and nongovernmental
organizations. The World Bank’s technocratic experts in poverty alleviation and
development—not the oil corporation—would design and implement the plan to
manage Chad’s oil revenue as a public trust. “The notion that ExxonMobil should be
telling the Government of Chad how to spend its money—Ilike Shell telling the U.K.
government how to spend its money—wouldn’t go down well,” Lee Raymond
observed. The World Bank, however, had the mandate.

“The biggest thing this company can bring to some of these countries is the
opportunity to see capitalism and the free market work,” he said on another
occasion. “Am I comfortable with everything the government of Chad does? No. Am
I comfortable with the concept that we’re now going to give the Chadian people an



opportunity to improve their lot through economic development? Extremely
comfortable.”2

The project’s New Jerusalem ambitions reflected the World Bank’s evolving
priorities. President Clinton had appointed James Wolfensohn, a multitalented
Australian investment banker, cellist, and fencer, as the bank’s president.
Wolfensohn inherited an institution under increasing criticism from European board
members and antipoverty campaigners for its reliance on the financing of large
infrastructure projects—dams, highways, and the like—that did little to stimulate
private investment or meet the human needs of poor people. Wolfensohn traveled
the world seeking new ideas to address these concerns. The Chad revenue-
management plan presented an opportunity to experiment with a new conditional-
lending model. It became “the child of James Wolfensohn,” recalled Jane Guyer, an

anthropologist who advised the bank.1® Exxon seemed an unlikely corporate partner
for a nation-building project of such visibility and ambition. Lee Raymond,
however, had confidence in Wolfensohn. In his earlier career as an Australian
merchant banker, Wolfensohn had worked with Raymond on some of Exxon’s oil
and gas deals. Later, as Exxon’s chief executive, Raymond looked at the Chad
property and realized there were only three choices: Do nothing with the oil, which
would be unfortunate; ship it north, through Libya, which looked impossible,
politically; or sign up to the World Bank’s plan to improve governance and raise
living standards in two very poor countries. Why not try?

Exxon’s plan for Chad offered to break the pattern of oil-related corruption and
violence; it offered a way to use public development funds to stimulate private
economic activity in Africa; and it seemed to offer a credible reply to the bank’s
critics. Persuaded that it had a choice between the bank’s terms and no oil revenue,
Chad’s parliament passed Law 001 in 1998, and Déby signed it the following year; it
pledged 10 percent of the country’s future oil revenue to a “future generations” fund,
and 80 percent of the remainder to “priority sectors” such as education, health,

agriculture, and the environment. In addition to parliament, a “college” of civil

society groups would provide oversight of these investments.1t

The plan offered an answer to the “resource curse,” a syndrome described by
economists and political scientists. The curse referred to evidence that when poor
countries became suddenly rich in oil or minerals, they could often expect to go
backward rather than forward. In 1993, the British economist Richard M. Auty
published Sustaining Development in Mineral Economies: The Resource Curse
Thesis. (His work drew on earlier economic analysis about the “Dutch disease,”
which referred to the distortions that took place within the Netherlands’s economy



after a major natural gas discovery.) Essentially, the resource curse described a
condition within governments similar to what happens to many individuals after
they win the lottery. When nations became enthralled by the short-term riches
offered by a finite national resource, capital and talent often migrated away from
more productive and self-sustaining economic sectors such as agriculture. In 1997,
the American political economist Terry Lynn Karl applied these insights to oil
development in poorer countries; her book, The Paradox of Plenty: Oil Booms and
Petro-States, used the example of Venezuela to show that weak governments made
rich by oil were prone to corruption and underinvestment in agriculture. These
countries also sometimes attracted violence among internal factions competing for
control of the engorged national bank vault. Philippe Le Billon of the University of
British Columbia reviewed twenty separate studies of the resource curse and found
that while “oil broadly correlates with higher risk of conflict,” countries with high
wealth per capita faced less danger, even where, as in Saudi Arabia, corruption was
pervasive. The highest risk scenario, Le Billon found, was one involving “onshore
production, institutionally weak central government, generating low rents per capita,
with high level of dependence on the oil sector.”

That described Chad. Even before the Doba oil flowed, a southern rebel group, the
Armed Forces for a Federal Republic, known by its French acronym as F.A.R.F.,
sprung from nowhere to challenge Idriss Déby’s regime for control of the region
around the Exxon fields. Déby violently suppressed the F.A.R.F. and its suspected
supporters. “The Chadians came in and were quite rough, but they terminated it,”
recalled an oil industry security adviser who monitored the campaign. Exxon stood
by as the oppressive violence occurred; security was the responsibility of Chad.
“There were regular exchanges between embassy and Exxon officers when human
rights abuses occurred” during Déby’s counterinsurgency campaign, noted a State

Department cable, but these meetings did not consider “actions Exxon could

possibly undertake in reaction to the abuses.”12

By the late 1990s, the resource curse thesis had become conventional wisdom among
liberal-leaning development economists and policymakers, including some at the
World Bank. As a decision about Exxon’s oil project neared, antipoverty groups with
long experience in Africa, such as Oxfam and Catholic Relief Services, argued that
the World Bank was moving too hastily. Their researchers agreed in principle that
ordinary Chadians deserved the benefits of their oil wealth, but they doubted that the
fragile, violent, embryonic half democracy over which Idriss Déby presided could
offer the oversight of oil revenues imagined by the bank. These nongovernmental
researchers chafed at optimistic assessments published by the bank, which seemed to
them to ignore recent events such as Déby’s suppression of the F.A.R.F. “You really
have to examine: What is the nature of the state?” said Ian Gary, who monitored the



deal at the time for Catholic Relief Services. “You can’t just see what you want to
»13
see.”+2

The Chad compact also suggested a double standard for Africa. The World Bank and
the Clinton administration did not question the right of Saudi Arabia to use its oil
revenue to enrich a corrupt royal family. They did not seek to control social
spending in the new oil-producing states of Kazakhstan or Azerbaijan, despite the
myriad ways those governments failed to serve their people. Why single out Chad?
Why single out Africa? “The oil project is frankly the only hope on the horizon for
the nearly eight million people of Chad,” argued Donald Norland, a former
American ambassador to the country who used some of his retirement years to
campaign for the oil project. “It seems particularly unconscionable, therefore, for

outsiders surrounded by modern comforts to oppose the project and thereby

condemn the people of Chad to a kind of pristine poverty.”14

It seemed Idriss Déby sent a cousin, Tom Erdimi, to Houston, where Erdimi took an
office at Exxon’s upstream division and worked as Déby’s liaison to the corporation.
Erdimi helped to manage and push Déby’s negotiations with the bank. The president
also appointed Ahmat Hassaballah Soubiane as his ambassador to Washington.
Soubiane was a political activist who believed the oil project would be good for
Chad in the long run, but who doubted his own president’s sincerity. As the
negotiations reached a climax, Déby continued to resist the World Bank’s oversight
terms. He “talked about a plot against the sovereignty of Chad” and urged his
ambassador to fight. Privately, however, Soubiane “felt very strongly” that the bank
and its “instruments of control and surveillance” would help protect his country

against “Déby’s desire to do whatever he wanted with the oil revenues.” Soubiane

worked to bring Déby around to a compromise.12

In the spring of 2000, Soubiane met on a Saturday with James Wolfensohn at the
bank’s headquarters, five blocks from the White House. They argued about Déby’s
stubbornness. Soubiane promised to push his president harder. He described how
Chadians had come to see the international arguments about their country’s oil.
Northern nomads in Chad tell a creation story, “the camel and the jackal,” he
explained: The camel was created first, followed by the jackal. The jackal then
noticed that the camel was a weaker animal and so it followed wherever the camel
went, waiting for it to fall down dead. “Chadians remain skeptical and they believe
that Chad’s oil has become the camel,” Soubiane said. “The jackal, since the

beginning of the world, has been waiting to watch it fall down.”18

Treasury Secretary Lawrence Summers made the Clinton administration’s policy



decisions about World Bank projects; he took advice from Timothy Geithner, who
then ran Treasury’s international division. After two years of interagency reviews,
Geithner and Summers were united in their support for Exxon’s plans. “Clearly, the
project has significant risks,” Summers wrote to the U.S. Catholic Conference, a
religious group that had questioned the project. “However, the Bank and borrowers
have made a serious and credible effort to deal with these inherent risks, to

»]1

incorporate lessons learned from failures of the past, and to set a higher standard.”~~

The World Bank at last approved the deal. Déby’s political party organized a mass
gathering in the streets of N’djamena. The president appeared before the crowd and
accepted his people’s congratulations. “The city burst into celebration,” Chris
Goldthwait wrote home. “It was to a degree organized, but there was genuine feeling
in the crowd that gathered at the parade grounds opposite the Presidential Palace.
And there was spontaneity in the horn-honking motorists who sped around town. The
President walked over . . .relaxed and clad in a polo shirt for the evening warmth.
The most important economic project in the country’s history would go forward.”

At an inauguration ceremony, Déby seated the ExxonMobil delegation in front of the
diplomats before the stage; “the Saudi charge, always sensitive to such matters,
complained.” But Goldthwait felt that he “couldn’t fault the Chadians this little
breach of protocol—they know where their bread is buttered.”

ExxonMobil’s oil deal in Chad signaled the shifting sovereignties of a rising era in
which formal governments were losing relative power. A warlord running a teetering
state surrendered prerogatives of his office in exchange for the private capital and
cutting-edge technology he required to strengthen his reign. A multilateral lending
institution brokered the agreement and afterward contracted with the London office
of a global bank, Citigroup, to manage and control most of the revenues due to the
warlord’s government. Oxfam, Catholic Relief Services, Global Witness, and other
worldwide antipoverty campaigners organized conferences at which they taught
Chadian civil society activists how to secure their rights. ExxonMobil, having
conceived and financed the oil project in the first instance, and having achieved its
business aims after more than two decades of effort, now moved to produce oil on a
schedule of its choosing and under contract terms that enshrined its rights ahead of
those of the Chadian government.

The United States embassy in N’djamena transmitted a “Sensitive” cable to
Washington that candidly described its position in relation to ExxonMobil, when the
embassy sought to advance American policies on human rights:



Exxon has been an operator in Chad for almost 30 years now and is self-
sufficient working in this environment. To date they have not come to us
for advice on how to confront particular human rights situations or how to
advance specific political agendas. . . . It is our impression that on a
number of fronts, they would probably prefer to keep a certain distance
from the embassy. . . . Our experience has been that Exxon has not felt the
need to request the presence of senior embassy officials during meetings

with government officials.18

And why should it be otherwise? ExxonMobil’s investments in the Chad-Cameroon
oil project would amount to $4.2 billion. Annual aid to Chad from the United States
was only about $3 million. “Only this pittance, in one of the ten poorest countries of
the world,” Chris Goldthwait wrote.

As Exxon’s work around Doba expanded, Goldthwait traveled through the oil area
and marveled at “just how much control the government [of Chad] has ceded to Esso
over what happens in the south, almost a loss of sovereignty!” The company “calls
the shots” in four of the country’s most populous administrative regions, he noted.
Oil personnel managed security by suggesting travel routes and accompanying
Chadian military and paramilitary patrols; they controlled local roads and ran their
own satellite radio network reaching to the capital; and their spending on
employment and construction in and around their oil fields dwarfed that by Chad’s
government and foreign donors. Goldthwait observed: “Esso coordinates every step
of the way with central and local authorities, but insists on what it needs; Esso rules

the south.”12

William Foltz, a Yale University professor of African studies and political science,
and the author of Arms and the African, visited N’djamena and delivered a lecture;
Goldthwait went along to listen. The ambassador had been reading and reflecting on
Le Mendiant de I’Espoir, or The Beggar of Hope, a novel by an imprisoned Chadian
writer, Ali Abdel-Rhamane Haggar, who described the “root divisions” of Chadians,
particularly “tribalism and corruption.” Foltz set Chad’s travails into the wider
context of Africa’s transition from an earlier postcolonial era of periodic coups to
“today’s much bloodier fighting in civil war,” a transition aided by the availability
of weapons, the spread of dislocated refugees, and the ability of African
governments to sell off resources to “finance the purchase of more weapons.” As he
listened, Goldthwait jotted down other factors that the professor had not mentioned:
“Ethnicity, a tradition of fighting, the fact that people have very little to lose,
corruption, lack of results from government’s actions, lack of faith in democratic



institutions.”

“The gap that bothers me the most,” Goldthwait wrote home, “is in our development
model for a country as poor and isolated as Chad. We know what works at the
grassroots to help farmers or herders take the first small step beyond subsistence. . . .
And we can identify a handful of critical big-ticket infrastructure needs like paved,
all-weather roads or reliable supplies of water or power. But this leaves a huge void
before the country achieves sustainable economic growth—and we don’t know how

to bridge it.”20

Shell and the French oil giant Elf Acquitaine originally joined ExxonMobil in the
Chad project. Then an Elf chief executive, Loik Le Floch-Prigent, was indicted on
embezzlement and international bribery charges; he was accused of skimming
corporate funds and using some of them to pay off African and other overseas
officials to win oil deals. (“It was like that before me,” Le Floch-Prigent claimed.
“And my successors are doing it as well.”) Lee Raymond and his Dutch senior aide,
Rene Dahan, once dined with Le Floch-Prigent in Paris and walked away shaking
their heads. “I’m not doing that again,” Raymond barked at Dahan. ExxonMobil had
its flaws, but outright crookedness was not one of them.

The scandal weakened Elf, led ultimately to a merger with Total, and forced
ExxonMobil to find new partners in Chad. The Chad project had by now lasted three
decades without producing a barrel of oil; it had turned out to be “a good example of
long-term persistence, but a bad example of getting things done quickly,” as Harry
Longwell, Raymond’s upstream lieutenant, put it dryly. The corporation finally
roped in Chevron and PETRONAS of Malaysia as new nonoperating partners.

Chevron paid Déby’s government a “signing bonus” of about $25 million. The
payment was not subject technically to the World Bank’s rules, but Déby had rashly
pledged in public that he would apply the bank’s formula to all of his revenue. He
changed his mind. There were rumblings of armed rebellions in the west, along his
chronically troubled frontier with Sudan, near Darfur. Déby felt he needed to shore
up his regime’s defense; he invested about $4.5 million in new military equipment

before 2001 was out.2L

After years of absence from Chad following the cold war’s end, the Central
Intelligence Agency reestablished a station in N’djamena around the time that
ExxonMobil decided to go forward with the oil project. The threat of terrorism
gradually drew its officers back. Even before the September 11 attacks, Al Qaeda
menaced Africa. Osama Bin Laden, the group’s emir, lived in Khartoum, Sudan,
between 1992 and 1996. He funded violence in Somalia and Ethiopia and built up



cells in Kenya and Tanzania. The vision of pan-Islamic risings Bin Laden articulated
reached the lightly governed regions of the Sahel, including northern Chad. From
Sudan, Al Qaeda financed weapons shipments across the desert to sympathizers in
Libya and Algeria. The reopened C.I.A. station in N’djamena was partially intended
to address this threat. The station was “declared” to Déby’s government, meaning
that the intelligence officers posted to Chad were known to their counterparts in the
Chadian security services. The station evolved into a security liaison operation

through which the United States could covertly provide training and equipment to

counterterrorism units created by Déby for that purpose.22

After the September 11 attacks, the C.I.A. and the Pentagon’s Joint Special
Operations Command no longer faced budget constraints; they charged into African
capitals long neglected. At first, the coordination between the agency and the
Pentagon in Chad and elsewhere in the Sahel was lacking. Deeply
compartmentalized secrecy was the operational norm at both the C.I.A. and within
the Special Forces. In the early months of 2002, the C.I.A.’s Africa division
sometimes learned what the Pentagon was up to only through the reports of its paid
local agents. The Pentagon lacked the language skills—particularly French—to set
up new Special Operations liaisons with host governments like Chad’s without using
translators. The translators would then be recruited as spies by the host government,
so its leaders could keep track of what the Pentagon was planning. The C.I.A.,
running its own security liaisons, would hear about the Pentagon operators through
the same translators. Once, in Ethiopia, local prostitutes were videotaped servicing
American clients—the clients turned out to be Special Forces operators who were in
the country without the knowledge of the local C.I.A. station, which then had to
smuggle the Pentagon personnel out of the country before they were arrested.
Gradually, the coordination improved. General Stanley McChrystal, a graduate of
West Point, took charge of the Pentagon’s Joint Special Operations Command,
which ran the operations against Al Qaeda in Africa. During the same period, after
the September 11 attacks, C.I.A. director George Tenet appointed Mel Gamble, a
longtime operations officer who had served in South Africa, Nigeria, Kenya, and
Liberia, to run the Africa division in the C.I.A.’s Directorate of Operations.
McChrystal and Gamble worked together on a series of covert counterterrorism

initiatives in Chad and elsewhere in the Sahel .23

“Terrorism was a rising star,” recalled Karen Kwiatkowski, then a lieutenant colonel
working on Africa policy at the Department of Defense in Washington. “QOil, as the
price increased, was a rising star.” It was natural for those, like her, who were
charged with crafting Africa strategy at the Pentagon to take their cues from the
White House. “And certainly,” she recalled, “we knew what Cheney liked. ... We



didn’t understand the oil economy. What we knew is that these are ways to make

your department more relevant to the national mission and the national priorities.”
The Pentagon, seeking funding and relevance, assumed that the Bush administration
would support a focus on counterterrorism and oil supply security.
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The National Intelligence Council had forecasted as the Bush administration arrived
in office that West African oil would make up 25 percent of American imports by
2015. In the first years after September 11, there was a gathering sense within the
intelligence and defense bureaucracies that instability in the Middle East required
paying greater attention to oil-producing regions elsewhere. At a 2002 symposium
entitled “African Oil: A Priority for U.S. National Security and African
Development,” Walter Kansteiner, the Bush administration’s assistant secretary of
state for African affairs, told the audience, “As we all start looking at the facts and

figures of how many barrels a day are coming in from Africa, it’s undeniable that

this has become a national strategic interest for us.”22

In Chad, the Africa division of the C.I.A. instructed the station chief to tell President
Idriss Déby, in effect, “All the [oil] money that’s coming in—you have to do a better
job of helping your people.” Yet Déby might be forgiven for believing that oil and
terrorism mattered more to Washington than good governance.

Soon after McChrystal took charge of the Joint Special Operations Command,
elements of an Algerian-based Al Qaeda affiliate, the Salafist Group for Preaching
and Combat, crossed Chad’s northern border and entered the country. The C.I.A. and
the Pentagon turned to Déby for military assistance. The Pentagon’s European
Command used reconnaissance aircraft to pinpoint the Islamist cell’s location. The
C.I.A. station chief asked Déby to send in his own ground forces to attack. The

overall message was, as one individual involved put it, “If you can help us on this,

we’ll help you in a lot of ways.”&

In the political economies of African strongmen, the World Bank was potentially
useful; the C.I.A., on the other hand, was where the world really turned. Salibou
Garba, the Chadian opposition leader, believed that by 2002 or 2003, as
ExxonMobil’s oil began to flow in earnest and as counterterrorism rose as an
American priority, Idriss Déby had concluded that his own security must be his
overriding priority. His cooperation with the C.I.A. could reinforce his rule by
making him indispensable to the Bush administration’s global counterterrorism
campaign. The World Bank’s priorities of governance and social investment offered
no comparable benefits and might cause him to lose his political grip if pursued too
vigorously. “He was like a driver who ran over a pedestrian and just kept driving,”



Garba said.2Z

As he prepared to depart his ambassadorship after an extended tour, Chris
Goldthwait tried not to dwell unduly on “the Great Frustration,” as he called it,
which arose from the fact that he could point to relatively few concrete
achievements from conventional development aid or diplomacy that would help
ordinary Chadians—particularly agricultural projects, in which he had long
specialized. “The U.S. government isn’t really a player in Chad’s economic
development,” he wrote. “Beyond the general strictures of our Africa policy, the
U.S. has one specific interest in Chad, the oil project, and one more amorphous one,
regional stability. . . . Frankly, I could do a lot more and keep a lot busier running
around town to see folk. But to what point? More cables won’t help anyone back in
Washington.”

He held on to hope for the many striving Chadians he had come to know on his
travels across the country. “From a purely economic view, the future is now,” he
wrote in his last letter. “The oil project has been producing. . . . Per capita income is
growing 10 percent annually, solely on the basis of local spending by the
consortium. Cell phones and Internet connections are booming. New construction is
visible all over N’djamena.

“The great lingering question is whether the government of Chad will indeed adhere

to the oil revenue management plan and whether the income will benefit the people.

I’d say the odds are good, but it’s still a crapshoot.”28

ExxonMobil judged the risks it had taken to pump oil in Chad to be a success: “On
target to reach full production status as scheduled.” The corporation had so far
drilled 115 oil wells in its southern zone; it had paid out millions of dollars in
compensation to local farmers for land rights, and it continued to dole out about $25
million in wages to local employees annually, a large infusion of cash to the
country’s economy. ExxonMobil “has had and will continue to have significant

positive economic impacts in Chad,” the corporation declared.22

These were still early days; hope was in the air. A few years on, the World Bank’s
assumptions about Chad’s potential as a socioeconomic experiment would be more
fully tested, and the distribution of costs and benefits from oil production would be
clearer.



Eight

“We Target Oil Companies”

Frank Sprow, the ExxonMobil vice president in charge of safety and environmental
issues at the corporation after 2000, was a trim, athletic man who stood about six
feet one inch tall. He had worked at Exxon since the 1960s; as he reached the
corporation’s executive ranks, he wrote and oversaw its rigorous post-Valdez safety
rules. He was also, in his private life, a thrill seeker.

In off-hours and on weekends and vacation days, Sprow sometimes went hang
gliding. He tried extreme skiing. He raced motorcycles. He raced midget sports cars
at Soldier Field in Chicago. He flew stunt helicopters and went parachuting. One of
his friends owned a stunt plane, a mini Messerschmitt, and on the weekends the two
of them occasionally went for a ride—they would fly straight up, cut the engine, and
dive. To manage his hobbies while carrying out his professional role as the chief
enforcer of ExxonMobil safety codes so pervasive that they encouraged employees
to confess paper cuts, Sprow mainly chose to keep his off-campus activities to
himself.

At one stage he developed a particular passion for bicycle racing. He competed in
Europe and the United States. Racing proved hazardous, however; he was
hospitalized a number of times after accidents. One day Sprow was lying in a
Princeton, New Jersey, hospital bed, nursing a broken collarbone, when the
telephone rang. An ExxonMobil colleague who was visiting him, and who was aware
of his friend’s private passions, answered the call. It was Lee Raymond. Sprow
shuddered a little and took the receiver.

“You’re probably thinking that I’m calling to ask how you’re doing and to wish you
a speedy recovery,” Raymond said. “The reason I’m calling you is to tell you that
this is your last injury as an employee of Exxon. Do you understand that?”

“Yes, I understand,” Sprow managed. Raymond hung up.

Sprow gave up bike racing and entered triathalons; he managed to avoid additional
injuries, at least of the type that led to missed workdays and unfavorable safety
statistics. He did not slow down much, however. He typically started his days by
running ten or twelve miles. After the Mobil merger, despite a general awareness of



Sprow’s hobbies, Raymond appointed him to run Safety, Health, and Environment
for the worldwide corporation.

Sprow had shown that he could deliver measurable improvements in ExxonMobil’s
safety and operational performance. Alongside Raymond, he proselytized the belief
that zero accidents and defects was achievable, and that a fanatical devotion to
safety in complex operational units such as refineries could lead to greater profits
because the discipline required to achieve exceptional safety goals would also lead
to greater discipline in cost controls and operations.

Sprow had studied chemical engineering and physics at the Massachusetts Institute
of Technology, and he earned a doctoral degree in chemical engineering at the
University of California at Berkeley. His advanced knowledge of chemistry gave
him special credibility with Raymond, a fellow doctoral degree holder in the field.
So, too, did Sprow’s ability, in a succession of management assignments, to break
through Exxon’s habitual, bureaucratic resistance to change. Even so, along with
many other managers, he occasionally suffered Raymond’s withering scorn. “He’s a
pretty brusque guy,” Sprow conceded. “That’s probably an understatement. I have
been cursed at by him a few times, and perhaps demeaned. . . . There were a few
times when I came home and told my lovely wife, ‘This is probably going to end

 »

soon.

After taking charge of worldwide safety and environmental matters at ExxonMobil,
Sprow became interested in dangerous game hunting—a hobby at least a little more
in keeping with the masculine corporate culture. Sprow sought more challenging
landscapes than ExxonMobil’s sprawling Texas hunting ranch; he traveled to Africa
periodically to shoot lions and rhinos. This bolstered his resolve when facing down
Raymond.

Sprow served as one of Raymond’s key lieutenants on climate change matters. Ken
Cohen and his public affairs shop, in tandem with the K Street office in Washington,
oversaw contributions to free-market advocates who published, spoke out, and filed
lawsuits to challenge policies designed to reduce greenhouse gas emissions or assess
the long-term impact of global warming. On the ExxonMobil organization chart,
however, climate policy fell within Safety, Health, and Environment because it was,
like oil spills or air pollution, an environmental issue that required worldwide
corporate edicts and continuous management attention. Sprow was among those, like
Raymond, who believed that “some of the environmental groups, with relatively
little science behind it, at least in the early days,” had “rallied way over to the side
that we just need to flat move away from fossil fuels.” He agreed with Raymond that
poorer governments should be very cautious about the economic damage they might



do to their struggling populations if they moved to tax or limit carbon-based energy
sources too quickly or severely.

By 2002, however, it had become apparent to Sprow and other senior executives that
ExxonMobil had, at a minimum, a communications problem surrounding its climate
policy advocacy. The corporation was being vilified, and it seemed, at the same
time, to be undertaking no constructive activities to address or even acknowledge the
risks climate change might pose. Early in 2002, the Bush administration had
developed a strategy for fending off critics of its own: The administration pledged to
invest in scientific research, while resisting any legislation or treaty that would tax
or limit carbon-based energy. Around the same time, Sprow pitched Raymond on a
similar positioning for ExxonMobil.

“Okay, we cannot prove that climate change is being driven by man-made
activities,” Sprow said. Also, even if the burning of coal and gasoline was warming
the planet, there were no “cost-effective steps” that would ease the problem, at least
not “steps that are available now.” Thus far, he was in lockstep with Raymond’s
views.

The science of climate change might contain significant uncertainties, he continued.
Yet the uncertainties also cut in the other direction: It was at least possible that
global warming was indeed under way and that it could create large disruptions in
the future. Sprow put a question to Raymond: “Is it not the case that the risk of
climate change is high enough that responsible efforts . . . to mitigate risk would be
worthwhile?”

Raymond did not denounce him as an idiot, which was a start. The two of them,
other senior ExxonMobil executives, and members of the corporation’s board of
directors who oversaw environmental and public policy “talked about that a long
time.” They decided during 2002 that ExxonMobil should invest in research that
might bring breakthrough clean energy technologies forward, without altering the
corporation’s opposition to greenhouse gas regulation—a policy evolution that

exactly mirrored the Bush administration’s approach.t

ExxonMobil wanted “partners with a faultless reputation” whose work on alternative
energy technology could burnish the corporation’s reputation in the field, Sprow
recalled. Although he remained skeptical of what he regarded as General Electric’s
favor mongering in Washington, Raymond reached out to Jeffrey Immelt, G.E.’s
chief executive and the successor to Jack Welch, to explore a joint venture: Perhaps
ExxonMobil could benefit from some of G.E.’s carefully honed image making.
ExxonMobil, G.E., Toyota, and Schlumberger eventually agreed, late in 2002, to



provide $225 million in funding to a new Global Climate and Energy Project, housed

at Stanford University; ExxonMobil’s contribution would be $100 million.2 The
project would conduct basic research, overseen by independent scientists, into
alternative energy technologies promising enough to address the huge demand for
energy worldwide, while at the same time offering pathways to reduce greenhouse
gas emissions.

ExxonMobil had also funded computerized climate modeling work at the
Massachusetts Institute of Technology. The Stanford project would provide the
corporation with something new and credible to point to in response to accusations
that it put its profits before the public welfare. The Stanford investment soon
became a familiar element of ExxonMobil PowerPoint slides and media talking
points, but it would prove to be a limited basis for enhancing the corporation’s
reputation on the issue. For one thing, Lee Raymond had not abandoned his
fundamental doubts about whether the planet was warming at all. Nor was he
prepared to yield the issue to environmentalists. Like his friend Dick Cheney,
Raymond believed that the best way to defeat or at least contain an enemy was to
remain clear-eyed and unsentimental about the enemy’s intentions.

Greenpeace’s penchant for direct action, guerrilla theater, and civil disobedience had
attracted more than two million members since its founding in the counterculture
coffeehouses of Vancouver during the Vietnam era. Greenpeace now ran its global
campaigns from Amsterdam and maintained offices in more than three dozen
countries; its portfolio of issues had expanded to protecting whales and warning of
the dangers of climate change.

The 2000 election had forced a reevaluation of Greenpeace’s strategy in the United
States. With Al Gore out and George W. Bush in the White House, “Climate [was]
suddenly on shaky ground,” recalled Kert Davies, the organization’s Washington-
based research director, who had arrived that year from a group called Ozone Action.
The question for Greenpeace was how to best launch a worldwide campaign
targeting Bush. “The first instinct was, ‘He’s Big Qil,” so we target oil companies.”
Greenpeace began with a generalized campaign highlighting “oil addiction” and
distributing posters of Bush holding a gas nozzle like a weapon. That campaign soon
evolved into one that explicitly targeted “Exxon as a proxy for Bush . . . a proxy for

corporate power over government in the United States.”3

Davies played a prominent role in shaping the new campaign. He knew the art of
media advocacy; he could remember the “killer quotes” he had placed with
particular reporters from major newspapers to advance his messaging. He was a tall,
thin man who biked to work at Greenpeace’s office, a warren of desks made from



recycled materials, in the Chinatown section of Washington, D.C. Davies had grown
up in central Philadelphia, a child of “campers and hippies.” His father was an
architect, and his mother was a computer programmer and elections judge. In the
midst of the Reagan administration, he studied environmental issues at Hampshire
College, whose reputation for crunchiness was the subject of a recurring skit on
Saturday Night Live. After graduation, he backpacked around the world and earned a

master’s degree in environmental studies at the University of Montana before taking

up green campaigning as a formal profession.?

He had substantial experience by the time the ExxonMobil challenge fell to him. His
thinking was forged as well by Greenpeace’s rigorous internal culture. The
organization engaged in ruthless internal reviews and self-criticism in regard to the
effectiveness of its advocacy; Davies repeatedly had to defend his choices before
colleagues in meetings and in conference calls, some of whom were no less direct
than Lee Raymond in their cross-examinations of his decision making. He proved
persuasive: ExxonMobil seemed the best target for Greenpeace’s climate work
during the first Bush term, because “it was the biggest and the ugliest and . . . had
said the worst things about climate.” Lee Raymond, in particular, seemed a gift.

Davies’s strategy was to “pillory this company,” document its “wrong behavior” on
climate, and “force other companies to run away from that model.” In July 2001,
Greenpeace released “A Decade of Dirty Tricks: ExxonMobil’s Attempts to Stop the
World [from] Tackling Climate Change”; an unflattering photograph of Lee
Raymond, jowly and thick-lipped, stared out from the report’s cover. The next year,
in “Denial and Deception: A Chronicle of ExxonMobil’s Efforts to Corrupt the
Debate on Global Warming,” Greenpeace documented the corporation’s funding for
proxy groups that raised doubts about climate science. In an introductory note, the
executive director of Greenpeace described ExxonMobil as “now standing in the
path of history.” In its environmentalist opponents, he continued, the corporation
faced a force akin to “the movement led by Gandhi to free the Indian people, the
U.S. civil rights movement, and Solidarity’s defeat of Polish communism. The
goliath ExxonMobil may provide the perfect catalyst for much needed reform of
corporate power. . . . Rave on.”

Greenpeace did not fantasize that it could change ExxonMobil or curtail its profit
making; the campaign Davies oversaw did not rely on calls for formal boycotts
against ExxonMobil products. “Those objectives would be too hard to reach,” Davies
said. Instead, the idea was to show the world—and other multinational corporations
—“what it means to be wrong on climate change” and to drive other chief executives
away from Lee Raymond’s position. The real targets of the campaign, Davies said,
were the “BPs and the Fords and the Coca-Colas” that were iconic in their markets



and led by executives less determined than Raymond to challenge climate science
and the Kyoto Protocol.

ExxonMobil’s corporate culture prescribed “very careful action,” as Davies put it.
This meant that Irving executives would be slow to react to Greenpeace’s
provocations and accusations, and when they did react, their responses would often
be so heavy-handed that they would only reinforce the Greenpeace message. “They
basically held their ground,” Davies said. “They didn’t give an inch on the policy.

They didn’t try to moderate their voice at all.”2

Greenpeace and allied researchers filed Freedom of Information Act requests
seeking documents about early corporate contacts between major oil companies and
the Bush administration. Davies already knew that ExxonMobil funded small think
tanks and science policy groups in Washington that issued reports and statements
arguing that climate change was unproven and of no public concern. The documents
produced to Greenpeace under the F.O.I.A. request turned up additional briefing
memos and PowerPoints prepared for the White House by ExxonMobil lobbyist
Randy Randol and the corporation’s astrophysicist Brian P. Flannery. “Gaps and
uncertainty in observations and scientific understanding of critical climate processes
limit current ability to predict the rate and consequences of future climate change,”
Flannery wrote in a March 2002 memo. An accompanying PowerPoint urged the
administration to “avoid near-term caps on CO, emissions” and “expand nuclear

energy.”ﬁ

The Bush White House did not require ExxonMobil’s bullet points to adopt these
recommendations; a majority of the president’s cabinet and the Republican
leadership in Congress already shared many, if not all, of Lee Raymond’s views.
Davies and his Greenpeace colleagues believed, however, that the documents they
discovered established some degree of cause and effect: that ExxonMobil and other
politically influential fossil fuel companies had, in effect, through their campaign
contributions, purchased the Bush administration’s climate policies, and then
reinforced this achievement by sowing public doubts about climate science through
the systematic funding of proxy groups.

ExxonMobil had, in fact, self-consciously invested in the dissemination of doubt
about climate change. Under Lee Raymond, ExxonMobil had persistently funded a
public policy campaign in Washington and elsewhere that was transparently
designed to raise public skepticism about the science that identified fossil fuels as a
cause of global warming. ExxonMobil ran some aspects of its campaign
clandestinely; that is, it did not initially disclose the full scope and purpose of



contributions it made. ExxonMobil’s opponents were guilty of lumping together the
corporation’s support for small, havoc-making groups focused heavily on climate
issues with ExxonMobil’s support for legitimate, well-established conservative and

free-market research institutes such as the Cato Institute for Public Policy Research,

the American Enterprise Institute, and the Heritage Foundation.”

What distinguished the corporation’s activity during the late 1990s and the first
Bush term was the way it crossed into disinformation. Even within ExxonMobil’s K
Street office, a haven of lifelong employees devoted to the corporation’s viewpoints
and principles, an uneasy recognition gathered among some of the corporation’s
lobbyists that some of the climate policy hackers in the ExxonMobil network were
out of control and might do shareholders real damage, in ways comparable to the
fate of tobacco companies. The more it went on, and the more Greenpeace and other
activist groups exposed ExxonMobil’s more clandestine investments, the more it
became clear that the corporation was taking on risk. If ExxonMobil were ever
judged in a courtroom to be cooking science to appease Raymond’s personal beliefs
about warming issues, it could be devastating. The corporation was not alone in its
support of fringe activists on climate, but it persisted longer than many other
business groups and individual Fortune 500 corporations. The available record
suggests that ExxonMobil was more aggressive than all but a handful of peer
companies during this period, despite the fact that the corporation, because it
produced no coal, did not belong to the energy industry’s most vulnerable sector if
restrictions on carbon fuels were enacted.

Raymond regarded the groups he supported as entirely legitimate participants in
mainstream scientific debate. The credibility of this claim seemed increasingly
doubtful, however. Science published a review of 928 peer-reviewed papers on
climate science written during the late 1990s and the first Bush term; none of the
papers, the survey’s author found, “disagreed with the consensus position” about the
probable man-made causes and dangerous trajectory of climate change—an

assessment Raymond and his allies rejected.2 ExxonMobil funded a few institutions
that supported the consensus position on climate science, but the corporation’s allies
in climate science advocacy were more aligned with James Inhofe, the United States
senator from Oklahoma, who asked on the floor of the Senate, in 2003, “With all of
the hysteria, all of the fear, all of the phony science, could it be that man-made
global warming is the greatest hoax ever perpetrated on the American people? It sure
sounds like it.”2

These investments in skeptics of the scientific consensus coincided with what at
least a few of ExxonMobil’s own managers regarded as a hypocritical drive inside



the corporation to explore whether climate change might offer new opportunities for
oil exploration and profit. One of ExxonMobil’s most accomplished earth scientists,
Peter Vail, had won acclaim for his insights into how changes on the earth’s surface
affected ocean levels and other geological shifts. Vail had developed a calculation
known as the Vail curve to describe some of these ocean events. In the ExxonMobil
upstream division in Houston, scientists in charge of finding new deposits of oil and
gas began to explore whether Vail’s scientific insights might give them a leg up in
exploration by allowing them to predict how climate change—if it did materialize—
might alter surface and ocean trends and lead the corporation to new oil finds. “So
don’t believe for a minute that ExxonMobil doesn’t think climate change is real,”
said a former manager involved with the internal scientific review. “They were using
climate change as a source of insight into exploration.” This work remained
unpublicized.

A raiding party of about four dozen arrived at ExxonMobil’s headquarters in Irving,
Texas, shortly before eight in the morning on May 27, 2003. The raiders divided
themselves into three units. The first group pulled up at the main entrance in two
panel trucks marked “ExxonMobil Global Warming Crimes Unit.” They scrambled
out, blocked the driveway, and chained themselves to the trucks in front of the gate.
A second team wearing business suits and toting briefcases arrived at the
maintenance gate at the rear of the one-hundred-acre campus. They cut a lock and
drove inside in two rented Jaguars. Two vans pulled up at the delivery gate carrying
the third unit of attackers. Most of that group had dressed in tiger costumes,
mocking Exxon’s old “Put a tiger in your tank” advertising slogan. They unpacked a
ladder and a raft and climbed over the gate, chaining it shut behind them. Some of
them dragged their raft to the pond within view of the executive suites and set
themselves afloat. Other tigers climbed onto the roof, where they unfolded a banner
that declared ExxonMobil’s headquarters to be a global warming crime scene and
tossed around a balloon designed as a globe.

The protesters wearing business suits drove their Jaguars across an unpaved road,
entered the employee garage, and found their way inside the headquarters building.
They fanned out and offered spontaneous lectures and leaflets on climate change to
bemused ExxonMobil executives and staff. Two activists in tiger suits also made it
inside the headquarters. Some of the oil corporation’s employees thought a terrorist
attack might be under way. The Irving Fire Department eventually brought in one of
its ladder trucks to remove the tigers on the roof.

It had taken Greenpeace three months and several tens of thousands of dollars to
plan the raid. It did so in strict secrecy. The group’s activist coordinator, Maria
Ramos, had dispatched a recruiting notice seeking those who might be interested in



“challenging the world’s largest company . . . and engaging in guerrilla tactics.” One
of the volunteers, Anne Nunn, traveled from Australia, where she had recently
completed a raid on a Mobil tanker off the Australian coast. The Irving raid was
timed to influence news headlines before ExxonMobil’s 2003 annual shareholder
meeting; it succeeded. “If you’re a fringe, radical organization like Greenpeace,”

said Tom Cirigliano, of the corporation’s public affairs department, “you need a

target, you need an enemy, and you need a villain.”12

Increasingly, inside ExxonMobil, the corporation’s image strategists reflected upon
whether they could find some way not to play the role Greenpeace had assigned
them. The raid provided additional evidence, if more was required by this time, that
Lee Raymond’s visibility on the climate issue had drawn extraordinary attention that
was unlikely to dissipate. The attention had reached a point where it was
undermining Raymond’s own cause. ExxonMobil’s many allies in Washington who
opposed the Kyoto Protocol on economic and fairness grounds—utilities, carmakers,
free-market conservatives in academia and journalism—found themselves tarred by
the accusation that all of their arguments might be merely a front for the oil
industry’s largest corporation.

ExxonMobil executives consoled themselves by saying that the Greenpeace
campaign was just part of the price of doing business in the modern oil industry. In
the marketplace of nonprofit fund-raising, ExxonMobil’s notoriety offered an
attractive opportunity for environmentalists to raise money by promising to hold Big
Oil to account, and there was nothing much they could do about that.

The corporation’s executives did not have to passively accept Greenpeace’s assault,
however. After the Irving raid, ExxonMobil approached its Greenpeace problem as
an aggressive litigator would. The corporation encouraged the Dallas County district
attorney to prosecute fully the Greenpeace protesters who had participated in the
Irving action. ExxonMobil also sued Greenpeace and thirty-six individuals who had
been arrested on its campus. By threatening fines and jail terms, the corporation
eventually won a seven-year standstill accord in which Greenpeace agreed not to
commit any crimes while campaigning against the corporation. As a result of this
settlement, the group’s anti-Exxon campaign migrated from newsmaking direct
action and civil disobedience into online publishing.

Investigators from the Internal Revenue Service turned up at the Chinatown office in
Washington to conduct an audit. A small nonprofit group called Public Interest
Watch had raised questions with the I.R.S. about whether Greenpeace was compliant
with federal laws governing groups that received tax-deductible contributions.
Greenpeace passed the audit and opened its own investigation of Public Interest



Watch.

The group’s tax form, filed about two months after the activists in tiger costumes
had scaled the Irving headquarters’ roof, showed that a single donor was responsible

for $120,000 of Public Interest Watch’s $124,000 in annual revenue: ExxonMobil

Corporation.u

As Raymond battled Greenpeace, the international oil company he most admired
after his own, Royal Dutch Shell, stunned stock market investors by revealing that it
had overstated its true proven reserves of oil and gas; the company eventually
calculated that it had puffed up its holdings by 4.35 billion barrels of oil, an amount
equivalent to more than a fifth of ExxonMobil’s total proved reserves worldwide.
Three top Shell executives resigned. The scandal made plain that the pressure on the

very largest international oil companies to replace reserves in the era of resource

nationalism had become so severe that it could induce grotesque distortions.12

Shell’s revelation galvanized regulators at the Securities and Exchange Commission
in Washington to look at reserve counting and reporting practices by major
American oil corporations. That review in turn brought fresh attention to a practice
ExxonMobil had gotten away with for many years: The corporation still claimed
each winter in press releases and in Wall Street presentations that it had an unbroken
record, dating back to 1993, of replacing, through the discovery and purchase of new
reserve additions, at least 100 percent of the oil and natural gas it pumped or
otherwise disposed of each year. But the assumptions ExxonMobil used in making
these public claims did not conform to S.E.C. regulations—and the commission and
its staff had done nothing, under either the Clinton or Bush administration, to force
ExxonMobil to modify its public statements.

To protect stock market investors from oil operators that inflated their reserves to
boost their share prices, Congress had mandated in the Securities Act of 1933 and
the Securities Exchange Act of 1934 that Washington regulators oversee how
publicly traded companies reported their numbers. The S.E.C. had later issued
detailed regulations, under Rule 4-10, about how a corporation such as Exxon should
count its oil and gas holdings and report them in mandatory S.E.C. filings. Among
the regulations: To report proved reserves, a company had to show there was a
“reasonable certainty” that the reserves would be “recoverable in future years from
known reservoirs under existing economic and operating conditions.” That meant,
too, a company had to be able to transport the oil to market by sea or pipeline at a
profit-making cost. This was obviously an imprecise standard—the reserves being
counted were by their nature difficult to measure scientifically, so oil companies
retained, by regulatory design, some discretion to decide what was proved and what
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To calculate the economic viability of reserves, companies were required to mark oil
prices on the last date of every year. Also, certain forms of oil, such as bitumen or
oil sands extracted by techniques that resembled mining, could not be counted. The
latter rule remained the main reason ExxonMobil’s public claims about reserve
replacement differed from the disclosures it made officially in S.E.C. filings. If
ExxonMobil had not disregarded the S.E.C. oil sands rule, it would not have been
able to boast of an unblemished record. “This marks the tenth year in a row that
we’ve exceeded 100 percent reserves replacement,” Raymond declared in a press
release disclosing the corporation’s 2003 results. Yet that was true only by using
ExxonMobil math. According to S.E.C. rules, the corporation had replaced reserves
fully in only two of the previous four years. And the fudging involved issues that
were material to investors: As Raymond put it himself, “Continued high-quality
additions to ExxonMobil’s resource base are the foundation of our long-term

profitable growth.”4

As Wall Street focused in on reserves and as ExxonMobil implemented O.I.M.S.,
Raymond tightened and made uniform the corporation’s reserve counting rules. The
system’s stated goals included objectivity and rigor: “A well-established, disciplined
process driven by senior-level geoscience and engineering professionals . . .
culminating in reviews with and approval by senior management. Notably, no
employee is compensated based on the level of proved reserves.” Such bonus
incentives for managers involved in reserve counting had apparently contributed to
Shell’s overstatements; ExxonMobil eschewed them even before the Shell scandal

broke.12

By all accounts, Raymond genuinely wanted order and accuracy. In financial
management, for example, to complement O.I.M.S., he created the Controls
Integrity Management System, or C.I.M.S., a financial audit and risk management
system designed to identify and root out managers who cut corners, massaged
revenue reporting, or fiddled with expense accounts. Many corporations tolerated
split contracts or other gray-area accounting practices designed to smooth out
quarterly earnings reported to the public, so that shareholders might see a picture of
stability. At ExxonMobil under Raymond, such accounting manipulation could be a
firing offense. Raymond would also order employees terminated over tiny expense
irregularities.

On oil and gas reserve counting, however, the ExxonMobil system tolerated more
flexibility. S.E.C. rules effectively allowed oil companies to manage the timing of
announcements of new proved reserves. This helped ExxonMobil control when new



proved reserves were revealed publicly, and by doing so aided its effort to portray a
steady story of year-by-year reserve replacement for Wall Street. ExxonMobil’s
internal rules held, for example, that for reserves to be counted as proved, the
corporation’s management must have authorized investment for their development.
This meant, as a practical matter, that the Management Committee could adjust the
annual timing of proved reserve additions by synchronizing investment decisions.
“The key to reserves, among other things, is when you can actually book them,” an
executive involved with the process said. “You can’t and you shouldn’t book
reserves until you’ve really made an investment to develop the reserves. So
consequently, if you’ve figured out a way to manage the system properly, consistent
with the continuity of capital budgeting, you can have a pretty smooth reserve
identification over time.” As the Wall Street analyst Mark Gilman put it: “If you are
conservative about when you book reserves during the development of projects, in
effect you create an inventory going forward” that can be declared as new proved

reserves as the timing of reserve replacement announcements requires in order to

present a smooth picture.18

There would be nothing illegal or even improper about this managed timing if it
were linked to a rigorous internal counting system, such as ExxonMobil possessed;
if the counting conformed to S.E.C. rules; and if the results were communicated
honestly to investors and the public. Characteristically, ExxonMobil’s internal
system might have been the most rigorous in the industry, although neither the
S.E.C. nor any other regulator had the capacity to confirm that through auditing.
Also characteristically, the corporation rejected the precepts of government
regulators and communicated in public on its own terms.

Besides the S.E.C. rule that prohibited the counting of oil sands, the other regulation
that galled Raymond was the one dictating how a corporation should determine
whether proved reserves were economically viable. The S.E.C. held that the viability
of reserves should be judged against prices on the last day of the year, December 31.
Raymond thought that was dumb: ExxonMobil ran its business by thinking about
price ranges and averages, not one arbitrary day’s price. So in public and to Wall
Street, he used his own system of average prices to calculate whether reserves
should be counted.

After the Shell scandal, the S.E.C. issued new “guidance” to ExxonMobil, saying
that it should use the year-end pricing rule, at least in commission filings. Raymond
now grudgingly reported the S.E.C. number alongside his own. For the first two
years, the consequences of following S.E.C. regulations were highly unfavorable,
amounting to a total reduction in ExxonMobil’s proved reserves of oil and gas
liquids of 1.27 billion barrels. Even as he noted the S.E.C.-mandated numbers,



Raymond went right on issuing press release claims that ignored the rule. With other
industry executives, he also initiated a Washington lobbying campaign to have the

rules changed.1Z

In some later years, if ExxonMobil had followed the S.E.C. rules, the corporation’s
reserve replacement figures would have been higher than under its own system of
counting—it would have looked better. The corporation ignored the advantageous
swings in the same way that it ignored the disadvantageous ones. Overall, the two
rules ExxonMobil seemed to find most onerous—the oil sand prohibition and the
pricing formula—deprived the corporation of the claim that it had smoothly
replaced reserves, year after year, since Raymond became chief executive. The
picture under S.E.C. rules, instead, although it was not one of disastrous decline, was
one of volatility, which implied a degree of change and insecurity in the reserve
arena. This in turn happened to reflect a broader truth about the challenges
confronting major international oil corporations.

Raymond certainly had a case on the merits: The S.E.C. prohibition of oil sands
could be regarded as outdated, and the pricing rule could be dismissed as too
arbitrary. Investors might benefit from revisions that better aligned S.E.C. regulation
with the rising importance of oil sands. ExxonMobil’s position would have been
more defensible, however, if it had communicated to investors and the public more
forthrightly, in alignment with S.E.C. regulations, while it petitioned for regulatory
change. “Exxon seems incapable of simply stating, “We did not replace all of our
reserves this year, but we have a heck of a lot of reserves anyway, and we convert
them into cash at a more efficient and consistent rate than any of our competitors,’”
wrote Steve LeVine, the journalist and analyst who first called attention to the gaps

in ExxonMobil’s public reporting. “Nope, it has to say that it’s replaced its reserves

for [ten years straight] when, legally speaking, it hasn’t.”18

The dodge reflected on how the need for reserves pushed the corporation toward
higher-risk frontiers: Chad, Equatorial Guinea, and deep ocean waters where drilling
technology and safety procedures had to be reengineered on the fly. The reserve
replacement conundrum pushed the corporation, too, toward unconventional
resources like the Canadian oil sands, where innovation and uncertain new drilling
techniques would be required to make money at the rate ExxonMobil executives and
shareholders expected and where the environmental risks were higher than normal. It
also led Lee Raymond to reflect regularly on whether it might be possible to find a
new way back into the huge oil zones where abundant crude could make reserve-
counting rules irrelevant, as they had been for Exxon and Standard Oil for so much
of the twentieth century, when the corporation was awash in equity oil in the Middle
East.



Above all, any global oilman thinking big coveted access to Saudi Arabia.



Nine

“Real Men—They Discover Oil”

Lee Raymond had always believed that he could rationalize the $81 billion Exxon
paid for Mobil by driving operating costs down enough to justify the combination
for shareholders. Assessing the true long-term value of Mobil’s sprawling oil and
gas assets was difficult, however—and that would determine the strategic payoff
from the merger. The long-term value of Mobil’s holdings would be a function of
many factors—not just how much oil and gas actually lay in the ground when all the
wells were drilled, but also the evolution of global markets, geopolitics, and the
advent of new technologies that might unlock value from reserves previously
thought to be worthless. After the merger, Exxon’s geologists, engineers, and
marketing specialists tore through Mobil’s business divisions on a quest to
understand the assets they had taken on. Gradually, they came to appreciate the
astonishing value of one asset they had not comprehended adequately at the time of
the merger deal: Qatar’s North field.

Raymond would eventually quip in private that the North field alone was probably
valuable enough to justify the full Mobil merger price, and that everything else that
came with the company—all its oil and gas fields in Africa, Asia, and the former
Soviet Union—were a bonus. That was an exaggeration, intended in jest, and yet “it
would be fair to say that we did not totally appreciate what the scale of it might be,”

Raymond recalled.L

Qatar protruded into the Persian Gulf from the desert landmass of Saudi Arabia; on
maps, it looked like a small spruce tree. It was a featureless, flat, barren, sandy,
humid kingdom without oases or other natural greenery. At the turn of the twentieth
century, Qatar’s native population of impoverished fishermen, pearl divers, and
Bedouin Arab herdsmen numbered perhaps five or ten thousand. Even by
comparison with the other sparse, isolated emirates of the Arabian peninsula—Saudi
Arabia, Kuwait, Bahrain, Oman, and the United Arab Emirates—Qatar had been a
backwater. A single family, the Al-Thanis, had ruled the peninsula since 1825. Japan
discovered a method for synthesizing pearls during the 1930s, which caused a crash
in the global pearl market, leaving Qatar even more isolated and poor. Around the
same time, the emirate’s Persian Gulf neighbors discovered and pumped oil, but
Qatar lagged. It had been endowed with more natural gas than oil and it lacked the



leadership and skills to exploit either profitably. The Al-Thanis feuded among
themselves; in 1995, one of the king’s sons, Hamid Bin Khalifa Al-Thani, overthrew
his father bloodlessly. As late as 1990, the emirate remained a ramshackle,
underdeveloped place, whereas in oil-engorged Saudi Arabia booming revenue after
the 1970s paid for California-style freeways, industrial ports, airports, skyscrapers,
ornate princely palaces, and shopping malls.

Geologists knew that Qatar’s North field held natural gas—Iots and lots of gas. It
held so much gas that it was not easy to estimate the full amount accurately—3800
trillion square feet eventually became a common estimate, the equivalent of more
than 130 billion barrels of oil. By comparison, Mobil’s highly lucrative gas field in
Aceh, Indonesia, held only about 17 trillion square feet, equivalent to just under 3
billion barrels of oil. For all practical purposes, the size of the North field was
infinite; it would last for generations, probably beyond the point when fossil fuels
would be a dominant source of energy supply for the world economy. After the
Mobil merger, Lee Raymond organized a natural gas task force. The paradox its
members confronted was that while the North field’s abundance was assured, little
had been done to develop it profitably. Why had other corporations failed, and what
might ExxonMobil do differently?

The natural gas industry differed from the oil business in that, during the postwar
period, the main challenge had not typically been the search for new fields. The
problem instead was to profitably exploit the largest natural gas reserves that were
known to exist but were geographically “stranded,” that is, physically disconnected
from commercial markets. Pressure and heat formed and trapped natural gas beneath
the ground by processes similar to those that formed oil. Much of the world’s gas
was mixed up with, or “associated” with, oil deposits. Qatar’s North field was a
mother lode of “nonassociated” or freestanding natural gas. There were a handful of
proven, concentrated areas of large nonassociated gas reserves in the world: in
Qatar, Iran, and Russia. The latter two could use some of their gas domestically, and
Russia exported gas to Eastern Europe, where it was a critical source of heat and
electricity. Qatar’s gas, on the other hand, was sitting thousands of miles from any
customers that might burn it. It would be prohibitively expensive and politically
impractical to connect Qatari gas by pipeline to large population centers in Europe
or Asia.

As an energy source, gas had many attractions. It could heat homes, cook food,
power turbines to produce electricity, fuel automobiles if the cars were configured
properly, and be used to make chemicals and other industrial products. Gas also
emitted considerably fewer greenhouse gases than oil or coal when burned. Qatar’s
case illustrated one of gas’s major liabilities, however: Its form made it difficult to



transport. Oil was a remarkably easy fuel to move around. It sloshed easily into
storage tanks; it streamed cooperatively down pipelines; it poured smoothly into
supertanker holding bins; it poured out again into refinery pipelines; it flowed out
the other side of a refinery as gasoline; and it spilled into tanker trucks for delivery
to retail stations. Gravity was oil’s friend. The natural tendency of gas, on the other
hand, was to dissipate into the air; gravity was its enemy. Engineers could design
systems to transport gas by pipeline easily enough, but for many decades that had
been the only practical way to move it from a field where the gas was pumped out of
the ground to facilities where it was burned. This meant gas-fired electricity plants,
for example, had to be located within economical piping distance of a gas source,
whereas an oil-fired plant could use oil from halfway around the world.

For Qatar, rich in gas but bereft of oil, in the first decades after the Second World
War, all this had amounted to an equation that kept the emirate locked in poverty.
The only semimodernizing economies within easy pipe distance—Saudi Arabia,
Iran, and Irag—had plenty of their own gas. Qatar also lacked even the basics of a
manufacturing economy of its own, such as freshwater and a skilled workforce.

It had been known since the early twentieth century that, as a matter of chemistry,
natural gas could be converted into a liquid and then, after transport, be reconverted
into a gas for burning. This process might solve the problem of a stranded-gas holder
like Qatar: Its gas could be turned into liquid, loaded into oceangoing tankers,
shipped to populated markets, and then reconverted into gas for commercial use. The
technology to accomplish this conversion and reconversion at a large scale was
unwieldy, however. Britain and Algeria signed the first major commercial liquefied
natural gas contract in 1961. A huge refrigeration plant in Algeria cooled that
country’s stranded gas into a liquid; ships carried the liquid gas to Britain; and a
reconversion plant turned it back into a fuel for electricity. Indonesia soon moved
into the L.N.G. industry with energy-starved Japan as a customer; Mobil became the
operating partner in Aceh. For years the profitability of Mobil’s L.N.G. business in
Aceh was an exceptional success, however. It relied, effectively, on Japan and South
Korea, which were industrializing very rapidly but had few hydrocarbons of their
own; they were willing to pay high prices for secure L.N.G. supplies. The technology
Mobil employed to fill these contracts was very costly, and it seemed that it would
be some time before those methods would be economical enough to deploy
worldwide.

Exxon had a troubled history in the L.N.G. business before the Mobil merger. The
corporation had built, relatively early on, an L.N.G. plant in Libya and a

reconversion terminal at La Spezia, Italy. The Libyan plant proved to be balky and
trouble-prone. In the early 1970s, Exxon’s Italian subsidiary became embroiled in



scandal when the unit’s president, Vincenzo Cazzaniga, was accused of setting up a
web of hidden bank accounts to funnel almost $50 million of Exxon’s revenue to
[talian political parties—including a small amount to the country’s Communist
Party—to win tax and other favors. Exxon eventually entered into a consent decree
with the Securities and Exchange Commission over the matter; the affair soured the
corporation’s executives on their Italian subsidiary, and their L.N.G. investments

languished.2

Mobil had stumbled into its gas partnership with Qatar during the 1990s. A
substantial number of the oil industry’s big success stories were the product of luck,
not brains. Oil executives had flown in and out of Qatar for years, but none of them
could think of how to commercialize the North field. Royal Dutch Shell led the
global L.N.G. business by the 1990s. Mobil was a second-tier but significant player,
because of Aceh. Shell negotiated access to the North field but pulled out in a
dispute over financial terms. British Petroleum and the French giant Total moved in
afterward and negotiated to build an initial pair of L.N.G. “trains,” the industry term
used to describe the giant refrigeration complexes that converted gas into liquid
form for sea transport. The consortium struggled with some of the technical
challenges; British Petroleum pulled out. “They had it on a golden plate, but they
rejected it,” Abdullah Bin Hamad Al-Attiyah, Qatar’s energy minister, remembered.
The Qataris realized there was hardly anyone else in the global oil industry but
Mobil who could do the work they wanted. “They came immediately,” recalled Al-

Attiyah.3 Lou Noto slipped into the Total deal as a partner, but he also won the
exclusive right to build future Qatari gas trains. He structured a long-term sales
contract for Qatari gas with South Korea as the customer and handed off the whole
project to Lee Raymond at the time of the merger.

The North field challenge played to Exxon’s strengths: budget- and performance-
conscious management of gargantuan engineering projects, combined with profit-
maximizing financial planning. In Mobil’s L.N.G. group Exxon also acquired
technical expertise it otherwise lacked. After 2000, ExxonMobil committed to
multibillion-dollar investments to develop huge new L.N.G. gas trains from the
North field as an exclusive 25 percent partner with Qatar Petroleum. Its engineers
found that the emirate’s natural gas was of unusually malleable quality—relatively
easy to liquefy or to process to separate out other industrial products. This made it
cheap to produce. The projects Raymond authorized in Qatar were designed to be
profitable if the natural gas they produced sold at just three dollars per thousand
cubic feet. Within a few years, prices soared as high as fifteen dollars.
ExxonMobil’s direct gas sales from Qatar took place under long-term contracts, so
the corporation did not reap all of the benefit of this windfall on spot markets, but its



gas-derived profits soared nonetheless. Also, the corporation’s share of profits from
auxiliary products manufactured in Qatar, referred to as gas liquids, would soon
exceed $1 billion annually. Only ExxonMobil, Raymond boasted to Wall Street
analysts, had figured out how to unlock the value of Qatar’s bounty.

Gas figured increasingly in the search by ExxonMobil to replace the oil and gas
reserves it pumped and sold each year. The sheer scale of ExxonMobil’s reserve
replacement challenge—its need to find and book oil and gas in equivalent or greater
amounts to that which it pumped out and sold—now meant that the corporation “had

to find a Conoco every year,” as Raymond put it.# (In 2001, ConocoPhillips had
worldwide revenues of almost $40 billion.) The scale problem was genuine, but it
also sounded more and more like an excuse—nobody had forced Exxon and Mobil to
merge, and Raymond had advertised the combination as full of strategic advantage.
In any event, ExxonMobil’s total portfolio was shifting away from oil toward gas. In
2002, the corporation pumped slightly less oil than it did in 2001; in the first half of
2003, oil production fell slightly again. For Wall Street, ExxonMobil counted oil and
gas reserves as a single number, as “oil equivalent barrels.” Analysts converted gas
reserves to equivalent barrels of oil with formulas accounting for energy content and
price. Yet the truth was that gas was less profitable than oil, equivalent barrel by
equivalent barrel. Oil prices averaged about 30 percent more than natural gas on an
energy equivalent basis after 1995, and the United States Energy Information
Agency projected that this gap would widen into the future. Gas production could be
more costly. Customer markets were less flexible, less interconnected. Yet because
of resource nationalism and the depletion of accessible supplies in the United States,
oil was harder and harder for ExxonMobil to own. The slow migration of
ExxonMobil’s reserves from oil to gas did not show up clearly in the numbers the
corporation reported to Wall Street—and certainly not in the numbers it emphasized
in public and investor presentations—but over time, the higher proportion of gas
investments could threaten the corporation’s impressive record of profitability.

Raymond lobbied in Washington to ensure that the United States had enough big
import terminals to handle liquefied natural gas ships. Forecasts by the Bush
administration’s analysts at the nonpartisan Energy Information Agency suggested
that the United States had only about twenty years’ worth of natural gas supply left
under its soil, government analysts then believed. America would soon need to
import gas just as it already imported oil. In the United States, in 2003, gas supplied
about a quarter of the country’s energy supply, to generate electricity, heat water and

homes, and fuel industrial processes.2 ExxonMobil supported a National Petroleum
Council study in 2003 that made recommendations to the Bush administration to

expand the industry.®



Raymond had developed a friendship with Federal Reserve chairman Alan
Greenspan. The men had gotten to know each other while serving together briefly on
the J.P. Morgan board of directors, and then stayed in touch. Raymond impressed his
analysis about natural gas on the Federal Reserve chairman: The American economy
needed planning to build the facilities to import and reconvert liquefied natural gas
in the future. ExxonMobil’s economic forecasters in corporate planning reported to
the Management Committee that they expected the global L.N.G. market to double
by 2010. ExxonMobil was busy investing in that market worldwide. The global sales
force in the corporation’s gas marketing division finalized a contract to ship two
billion cubic feet of liquefied gas from Qatar into the United Kingdom, for example.
Raymond educated Greenspan about the coming shape of the emerging global
L.N.G. market. Without telling Raymond in advance that he intended to go public,
Greenspan testified before Congress, highlighting America’s coming gas deficit as a
strategic issue for the American economy. Preparing for an L.N.G. world would
require construction of large import terminals that carried environmental and safety
risks, but the thrust of Greenspan’s testimony was that America’s gas deficits would
demand such risk taking. Greenspan’s friendship with Raymond was not well known,
but one analyst aware of the relationship remembered reading Greenspan’s unusual
testimony about natural gas markets and thinking, “He’s giving Raymond’s
testimony!”

As it turned out, the natural gas market in the United States was one of the few
industry subjects that Lee Raymond had misjudged. “Gas production has peaked in
North America,” he declared at an industry conference in 2003. America’s only
large, unexploited deposits of gas were in Alaska, stranded from commercial
markets in the Lower 48 for lack of a pipeline. Even if a pipeline were built,
Raymond continued, he expected total American gas production to decline, “unless

there’s some huge find that nobody has any idea where it would be.”Z In fact, such a
find, of sorts, was coming by the decade’s end, and it would transform
ExxonMobil’s strategy within the United States. Lee Raymond just did not see it
coming. Hardly anyone else did, either.

Abdullah Bin Abdul-Aziz, the crown prince of Saudi Arabia, was in his mid-
seventies at the time of the ExxonMobil merger. He moved among manicured, well-
watered palace complexes the size of some college campuses. There was one palace
in Riyadh, the Saudi capital, and another in Jeddah, and another in the desert where
Abdullah bred Arabian horses. The prince kept an unusual schedule. He slept in two
four-hour shifts, one between 9 p.m. and 1 a.m. and a second between 8 a.m. and

noon. In the hours between he swam for exercise and did office work. He was a

goateed, barrel-chested man with a serious and penetrating gaze.2



He had much to contemplate. His older half brother, King Fahd, had been
incapacitated by a stroke in 1995. The Saudi royal family was too decorous and
divided to remove Fahd from power formally, despite his incapacitation, so
Abdullah ran the country as de facto king, but he was constrained by shifting family
and ministerial factions. Abdullah felt that his kingdom needed to modernize its
economy and its education system. Saudi Arabia imported too much of its skilled
labor from Asia and Europe while employing its native sons in do-nothing
government bureaucracies and religious institutions. The state oil company, Saudi
Aramco, which had been owned in part by Exxon and Mobil before nationalization
during the 1970s, was so bloated that it employed about three quarters as many
people to operate within the kingdom as ExxonMobil did to operate worldwide. The
Saudi regime needed to create jobs for its restless population of young men, but even
with the inefficiencies that resulted, Saudi Aramco was a rare bright spot in the
Saudi economy in that many of its homegrown employees and engineers were
professionals who could work to international standards. In many other
bureaucracies in the kingdom, too many Saudis lacked the skills and leadership to
compete in the global economy. If the royal family did not do something to change
this before its oil was depleted, then a common fatalistic aphorism among the Saudi
elite—We started on camels; we acquired jets; we will return to camels—might well
be borne out.

By 1998, seeing what Qatar had undertaken with its massive gas-fed industrial
complexes, Abdullah decided to leapfrog beyond Saudi Arabia’s dependence on oil
sales into a more sustainable, job-creating future. The key to his thinking was
natural gas.

That year, in the autumn, while on his first state visit to America as regent, Abdullah
invited the chief executives of the seven largest American and European oil
companies to the McLean, Virginia, mansion of the cigar-chomping Saudi
ambassador to Washington, Prince Bandar Bin Sultan. Lee Raymond and Lou Noto
attended. It was awkward for them because at the time they were in the advanced
stages of merger discussions known only to them and a few dozen others involved in
the talks. They agreed to act as if nothing unusual was going on.

It was extraordinary for all of the executives of the largest oil corporations to gather
in one place with the head of state of an oil-rich country. In an Arabian-style diwan
setting of cushioned chairs and couches, overlooking the Potomac River, the meeting
began stiffly; it suggested the formal, tensely competitive atmosphere of a meeting
of the heads of competitive crime families trying to divide up casino building rights.
Abdullah invited the oil chiefs to speak about how they might work with Saudi
Arabia’s natural gas resources if they were invited back to the kingdom as investors



for the first time in more than two decades. This was an enormous opportunity for
all of the executives present—Abdullah’s gas initiative could not make up for the
economic pain of oil nationalization, but it offered a rare chance to reenter the
kingdom with a big play, and who knew where that might lead.

Raymond began. He talked about the size of Saudi Arabia’s presumed gas reserves
and outlined how Exxon might be able to exploit them. Each of the other executives
spoke similarly until the circle came around to Noto: Little had changed since Mobil
was the smallest partner in Aramco, he joked. He was still the last in line.

Saudi foreign minister Saud Al-Faisal, an enthusiast of Abdullah’s plan, sat quietly
in the room; he was a favorite of Raymond’s and other American oil executives
because he was pragmatic, competent, comfortable in the West, and interested in
forging new pathways to industrial modernization at home. Also present was the
kingdom’s oil minster, Ali Al-Naimi, a nonroyal who had ascended through Saudi
Aramco’s ranks. Al-Naimi looked on Abdullah’s outreach to international
corporations with suspicion; the initiative could encroach on the prerogatives of
Aramco, which Al-Naimi oversaw. As Raymond, Noto, and other chief executives
spoke, Al-Naimi “looked like he had eaten a sour lemon,” one person who attended

recalled.2

To Raymond, there appeared to be very few places on the planet with enough oil and
gas resources to make a material difference to the revenue and profit picture of
Exxon. Chad was a welcome play, but it was hardly an “elephant,” as exploration
and production geologists called huge oil and gas fields. Raymond could count on
one hand the countries with enough proven oil and gas reserves to lift Exxon’s
equity holdings and address its reserve replacement challenges in a serious way:
Russia, Iran, Iraq, and Saudi Arabia. Two of them—Iran and Irag—were entirely
closed off to Western investors. If Saudi Arabia was even hinting at the possibility
of reopening its reserves—even if it involved only natural gas, for now—Exxon had
to try to make it work, Raymond believed. The loss of Saudi oil when the royal
family nationalized Aramco in 1975 had been a blow to Exxon’s oil and gas
production volumes from which it had never recovered. The expropriation had
followed repeated and phlegmatic negotiations in which Exxon’s Clifton C. Garvin
Jr. had played a leading role. Not for the first or last time, the Saudis had
exasperated an American negotiator with their opaqueness, delays, and changing
terms: “I have to say I can’t figure out what they want,” Garvin declared at one
stage. “We keep leaving pieces of paper detailing how we can work with them, and

they keep asking for more talks.” Raymond felt there was little choice, however, but

to try again.m



Abdullah’s vision was to allow foreign corporations such as Exxon to develop
freestanding gas fields in exchange for their commitment to use the gas to fuel
industrial projects such as water desalination plants, electricity generation, and
petrochemical manufacturing. These multibillion-dollar projects would create
skilled jobs for Saudis while addressing chronic infrastructure and electricity
problems in the kingdom. The projects would also allow Saudi Arabia to stop
wasting its oil on electricity generation. Most of the world’s economies had stopped
burning fuel oil to make electricity decades earlier; it was a dirty method and
economically irrational, because the oil fetched greater sums at refineries where it
could be made into gasoline or jet fuel. Saudi Arabia still burned off an astounding
200,000 to 300,000 barrels of oil a day to power its heavily air-conditioned cities, a
figure that would soon rise toward 800,000 barrels a day—and that production

counted against the kingdom’s quota as a member of the Organization of the

Petroleum Exporting Countries cartel. 1L By using natural gas instead, the kingdom

would earn more revenue overall. ExxonMobil already operated large, profitable
refining and chemical plants in the kingdom that it had agreed years earlier to
construct and operate in exchange for preferential access to Saudi crude. With this
new natural gas opportunity Lee Raymond could expand and diversify Exxon’s
position in Saudi industry.

Saud Al-Faisal led the gas negotiations for Abdullah. They proved, unsurprisingly,
to be long and complicated. As they dragged on, September 11 became a factor. The
attack and its aftermath sowed U.S.-Saudi relations with mutual resentments and
mistrust; at night, in their palaces, Faisal and other senior Saudis tuned in to
American satellite news programming, whose presenters and commentators
increasingly seemed to them to be engaged in anti-Saudi race baiting. When Al-
Faisal visited the White House, Bush administration officials, including Raymond’s
friend Cheney, urged the foreign minister to take stronger action in response to
evidence that Saudi clerics and businessmen were financing Al Qaeda. Al-Faisal had
attended Princeton University; it pained and angered him to be spoken to as if he
were some sort of double-dealing international criminal.

Raymond sympathized with Al-Faisal. The ExxonMobil chairman had been visiting
Saudi Arabia since the early 1970s and had come to know Al-Faisal well. He shared
the Bush administration’s outrage over the September 11 attacks, but increasingly,
he felt uneasy about the hard line taken by Cheney. Raymond told colleagues he
feared that an American overreaction could destabilize the Persian Gulf region. The
Bush administration seemed not to understand, in particular, the importance of the
Sunni-Shia sectarian divide, Raymond said. Saudi Arabia’s Sunni royal family lived
in deep anxiety about the expansionary ambitions of Iran’s Shia-led revolutionary
government. There was a restive Shia population within Saudi Arabia, and Iraq’s



people were mostly Shia; if the region were destabilized, Iran might emerge
stronger. In any event, after September 11, there seemed to be a widening gap
between how the Saudis analyzed the region’s challenges—they placed a strong
emphasis on the sectarian issue and Iran—and the way the Bush administration saw
them, intently focused as it was on Al Qaeda and global terrorism. As Raymond and
his colleagues negotiated for access to Saudi Arabian gas reserves, ExxonMobil
found itself straddling the chasm that opened between Washington and the Saudi
regime. Its executives believed Al-Faisal to be a reliable friend and partner of the
West, but also a realist about the Middle East. As it became clear that the Bush
administration intended to invade Iraq, against Saudi advice, Al-Faisal told his
anxious ExxonMobil colleagues, “It’s inevitable. There’s nothing I can do.”

Abdullah appointed ExxonMobil as the lead partner in two of the three gas projects
he initially approved. Abdullah staged a ceremony in Jeddah for about three hundred
people at which the crown prince, resplendent in robes, held court to congratulate the
ExxonMobil team: “Mabruk!”

Raymond selected Ralph Daniel Nelson, a longtime Mobil executive with extensive
experience in the Middle East, as his point man—Ilead country manager, in the
ExxonMobil vernacular—in Riyadh. Nelson was a Naval Academy graduate and
former U.S. Marine infantry officer who had served in Vietnam during the late
phases of the war. He was a tall, silver-haired, broad-shouldered man. He could
handle Raymond’s intimidations and he conformed to Saudi expectations—born of
Dallas and other prime-time soap operas relayed by satellite—of what American oil
executives should look and sound like. Nelson had years of experience in Qatar and
the Gulf region and he knew the natural gas industry from previous work for Mobil.
With Raymond behind him, Nelson pressed for deal terms that would produce

returns for ExxonMobil of more than 16 percent on capital invested. A successful

deal would deliver as much as $15 billion in investment to the kingdom.12

Nelson dined monthly with Saud Al-Faisal at the foreign minister’s relatively
modest (by the standards of Saudi princes) Riyadh home. Five or six days a week,
Nelson and Raymond conferred by telephone about the Saudi project, punctuated by
face-to-face meetings in Irving. Nelson grew into a mysterious and somewhat feared
figure in ExxonMobil’s executive ranks, by virtue of his unusual access to the
chairman; he was the only lead country manager who worked directly for Raymond.

Terrorists struck Saudi Arabia sporadically after the September 11 attacks. Slightly
before midnight on a dark Riyadh night in 2003, a car pulled up to the security
station of the Al-Hamra Oasis Village, a 404-unit residential compound favored by
Western professionals. As the guards began to open the compound’s formidable gate



for the car, whose driver they recognized as a resident, an unfamiliar Toyota sedan
and GMC Suburban truck turned into the entrance. The vehicles were moving
suspiciously fast. The guards scrambled to shut the gate, but were foiled by a spray
of bullets shot from the Toyota’s windows. As the guards fell, the cars forced their
way into the grounds and proceeded to the swimming pool, where a residents’ party
was in progress. Four men armed with AK-47s sprang from the Toyota and mowed
down as many guests as they could before continuing to the compound’s villas. The
gunmen banged on doors and mercilessly shot those who emerged. “I will kill them
all!” one gunman cried.

When they had restored order, officials reported at least thirteen dead and dozens

injured. Among those harmed were two ExxonMobil employees and one of their

wives, who was pregnant at the time 13

Raymond and the Management Committee at headquarters set up a corporate
security team to assess the vulnerability of employees and assets worldwide, in light
of Al Qaeda’s terrorism. Saudi Arabia was a place of obvious risk. Michael
Shanklin, a former marine and Central Intelligence Agency case officer from the
Watts neighborhood of Los Angeles, who now worked for ExxonMobil Global
Security, traveled to the kingdom. He developed a security plan in consultation with
Mohammed Bin Nayef, a powerful royal family member at the Saudi Ministry of the
Interior. The local C.I.A. station relayed intelligence that Nelson himself was an Al
Qaeda target. Senior executives at Irving proposed evacuating Nelson and the rest of
the corporation’s staff in the kingdom; Nelson resisted. “An evacuation will kill our
venture potential,” he argued. Although there were fierce internal debates over the
question, most of the corporation’s employees remained.

For ExxonMobil, the big question remained whether Saudi Arabia had enough
freestanding natural gas to justify the risks to employees. (“Associated” gas,
intermingled with oil, was too complicated to produce for the purposes the crown
prince had in mind.) ExxonMobil still had libraries full of field data from its time as
an Aramco partner, before nationalization. The corporation even employed
geologists and engineers who had worked for Aramco in that era. Raymond and
other executives polled them and discovered that they were skeptical about
Abdullah’s hopes. “Our explorers and these guys who worked in Aramco were very
doubtful that there would ever be significant reserves sufficient to really support the
kinds of projects” that Crown Prince Abdullah and Foreign Minister Al-Faisal
envisioned, Raymond recalled. The massive industrialization they outlined would
require “an enormous amount of gas. . . . Our people kept saying, ‘No, it’s not going
to be there.”” ExxonMobil’s biggest prospect was a structure called Tukhman in the
kingdom’s South Ghawar field. The more the corporation’s geologists scrutinized it,



the more doubtful they g,rew.M

Raymond and Nelson eventually advised Al-Faisal that if the kingdom wanted to
find enough freestanding gas to fuel the projects it had outlined, the partners would
have to move into territories previously set aside for Saudi Aramco. But Abdullah
proved unable or unwilling to do this. Instead, “what they wanted to do was build the
kinds of projects” Abdullah had proposed “and then find the gas,” Raymond
recalled.

“No way,” Raymond told his colleagues. “We are going to end up with some projects
where the only financial motivation behind them is to produce the gas—and if the
gas isn’t there, then we are just going to end up with a bunch of albatrosses.” For
their part, Saudi negotiators felt that the midteens profit margins demanded by
ExxonMobil and other corporations were too high and that the Big Oil executives

were not willing to take enough risks.12

Saud Al-Faisal owned a home in Beverly Hills; one of his neighbors was the actress
Drew Barrymore. As the negotiations foundered in 2003, he summoned Raymond
and Al-Naimi, the oil minister, to his home.

Raymond announced: “I think I ought to pull out of this deal. There’s not enough gas
to drive the process forward—it can’t work this way. You’re asking us to drive an
Abrams tank with a Toyota engine.”

Al-Naimi challenged him; Saudi Arabia had plenty of natural gas, he believed, more
than enough to fuel profitably the projects Abdullah had in mind. “Lee, I think your
people aren’t being very honest with you.” He implied that ExxonMobil’s geologists
and executives were underplaying the potential of the deal to gain an advantage
while negotiating financial terms.

Raymond exploded. “Ali, you can insult the hell out of me—I don’t care what you
say about me. But when you start screwing with my people, that’s another matter.”

He was so hot that they had to call a break. The ExxonMobil team stepped outside on
a deck, overlooking Drew Barrymore’s yard. “I wish that hadn’t happened,”
Raymond said. “Do you think I overreacted?” he asked. Still, “I couldn’t let him
insult my workforce.”

They went back inside; the mood was calmer. But the Saudi gas initiative was
officially dead. At a later meeting, Al-Naimi handed Nelson a letter, one he would
also give to other consortia members, canceling their rights to negotiate.



Raymond eventually learned that Aramco had actually started drilling in the areas
ExxonMobil had evaluated; the Saudis apparently wanted their own evidence about
how much gas was really in the ground. Raymond was irate; this is not how partners
operated. He blamed Naimi. “If that’s the game, you can count us out,” he told Al-
Faisal.

Raymond also wrote to Abdullah to ask if Naimi’s actions truly represented the
crown prince’s position some four years after the hopeful initial convening in
Virginia. Naimi soon eliminated all doubt by redesigning the project and bidding it
out to new corporate partners. The areas ExxonMobil said were dry turned out to be

dry. Five years of effort had come to nothing.16

Lee Raymond ruled over ExxonMobil in the manner of an emir. During the difficult
years of restructuring, he had worked very closely on the Management Committee
with two key aides. Harry Longwell, a garrulous southerner, ran the upstream. Rene
Dahan, the Moroccan-born Dutchman, supervised the downstream operations. Dahan
might have been a candidate to succeed Raymond, although he was a little on the
older side of the ideal age range. In any event, he decided to retire early and return to
Europe, in 2002. Longwell was essentially Raymond’s age, too old to be considered
as his successor. By the time the Saudi deal fell apart, Raymond was approaching
sixty-five, but showed no interest in retirement. Increasingly the outside members of
the corporation’s board of directors regarded the lack of a clear succession plan with
concern. Hardly anyone at ExxonMobil stayed on beyond retirement age. Lawrence
Rawl, Raymond’s predecessor, had retired at sixty-four. “He wanted to stay longer,”
a director remembered. “The board was a little uncomfortable with it.”

After the dust settled from the absorption of Mobil, the board had come “to a fairly
clear view that, because of the merger, the people who were likely to succeed Lee”
were not in position, recalled an executive involved, because these younger
candidates were still out leading operating divisions and had not spent enough time
at headquarters or interacting with the outside corporate directors who would be
responsible for the final choice. A successor needed to be in his early fifties to have
a chance to lead the company for an extended time. (There were no women anywhere
near in contention for the top job at ExxonMobil.) Younger candidates “should have
been brought in much, much earlier, to sit around the table,” the executive who
watched the succession process recalled. But Raymond argued that he needed to
keep the most talented younger leaders out in the field, to make sure that the
reorganization following the Mobil merger took place properly. “The rationale was
that we’d lost two years” in developing successors because of the merger.

The board had therefore agreed to extend Raymond’s tenure beyond his scheduled



retirement in 2003. At the same time, the directors told him, in essence, “We need to

bring these people in.”1Z Raymond named two promising younger candidates, Rex
Tillerson and Edward G. Galante, to coequal jobs at headquarters. Tillerson was a
Texan who had spent much of his Exxon career in the upstream exploration division.
Galante was a New Yorker who had risen on the downstream side. His upstream
experience seemed to give Tillerson a built-in advantage, because at ExxonMobil, as
a director put it, “real men—they discover oil.” A few members of the board felt, as
the director recalled, “there was just no question that Rex was going to be the
successor. He came from the discovery side.” Yet Raymond had spent time during
his rise running downstream facilities and was not an upstream oil hunter by
specialty. Other Exxon chiefs before him had also emerged mainly from downstream
careers, including Cliff Garvin, Exxon’s fourteenth chief executive. (Raymond was
the sixteenth.) In years past, the profitability of the upstream had subsidized
downstream operations, which often struggled to break even or eek out modest
returns. Raymond had insisted that the downstream businesses had to stand on their
own; Galante had been part of this successful transformation. Still, because some
members of the board of directors assumed Tillerson would prevail, largely because
of his command of the big oil and gas portfolios abroad, they questioned Raymond’s
motivations. “My concern was that it was kind of a charade to buy him [Raymond]
more time,” a director said.

Once a year, on a Tuesday afternoon in October, Raymond organized a special
meeting of the board. At this session, Raymond was the only ExxonMobil executive
in attendance. Raymond provided reviews to the outside directors of the
performance and potential of his most senior executives. “It was always the case that
the possible successors were not ready yet,” an executive who heard Raymond’s
briefings recalled. Raymond would tell the board, “Maybe in eighteen months or two
years.” The directors would “talk amongst themselves: ‘This could go on forever.’”
They made “several efforts” to raise the matter with Raymond, “and [they were]

rebuffed.”18

On paper, Raymond worked for the board; in practice, he controlled his directors
carefully. “The board wasn’t able to impact management very effectively,” a
director recalled. “They were a group unwilling to challenge the status quo. . . . That
is one of the few boards I know where the whole is less than the sum of the parts.”

There was very little free-flowing discussion at board meetings. Raymond’s
remarks, presentations by other senior executives, and votes on board resolutions
were written down well in advance and read out from sheets of paper. Board
committee meetings could be a little looser. Even there, ExxonMobil executives
listened carefully if outside directors asked hard or challenging questions and then



reported back to Raymond—the offending director would soon be smothered with
attention, to deflect the concerns he had raised. Once, after a director spoke up to
defend one of Raymond’s policies during a committee meeting where Raymond was
not present, the chairman approached him to say, “I’m really glad you spoke up in
that committee.” The director was taken aback: “I was just amazed that he had that
kind of intelligence; it was very revealing to me.”

The approach was a throwback to the way board meetings often had been run in
corporate America during the 1960s and 1970s. “The world had changed, but they
had not,” the director recalled. As oil prices rose, the corporation’s financial and
operating performance was so strong that there were few big issues that the directors
felt they needed to intervene about. “That was a little bit of the board’s problem,” an
executive recalled. “The company was so successful, it was kind of hard to argue.
There was a little bit of a prisoner’s dilemma.”

On the question of Lee Raymond’s successor, about all the board could accomplish
was to push Raymond to bring Tillerson and Galante to more board meetings, to
show off their skills to the directors. They each made presentations at the board’s
retreat in Scotland in June 2003, in the midst of Raymond’s intensifying, failing
negotiations with the Saudis. Gradually board members got to know the pair better.
The formal presentations they made during meetings were heavily scripted and
revealed little, but afterward, at lunches and dinners, the two would sit with outside
directors and engage in more informal banter. Also, the corporation periodically
organized board field trips to ExxonMobil divisions or operating sites, travel that
also allowed Tillerson and Galante to interact with directors spontaneously. At the

personnel review sessions with the board each October, however, Raymond’s

message did not change: “We need more time to see them perform.”12



Ten

“It’s Not Quite as Bad as It Sounds”

Raymond had promoted Ken Cohen to vice president of public affairs at the time of
the Mobil merger. His predecessor, Tony Atkiss, had been “a workmanlike hand, but
I think the perception was that we needed to have a little different view,” an
executive involved recalled. At the time, Cohen was a forty-eight-year-old in-house
lawyer with no direct professional background in lobbying, media, or public
relations. “There wasn’t a long list of candidates,” the executive remembered.
“Being the head of public affairs for Exxon is probably not viewed as one of the
more desirable jobs in the world. . . . The Exxon culture just doesn’t generate a lot of
people who would a) be very good at it and b) like it. . . . The perception was that
Ken was reasonably articulate and would bring a different view.”

Exxon in-house lawyers had founded the public affairs department; the corporation
was heavily regulated in the United States and abroad, so its lawyers often had the
most direct knowledge of the public policy issues that affected the bottom line. Still,
Cohen did not possess an obvious background for corporate image management. In
his previous position, he had served as a senior lawyer at Exxon Chemical Company,
a division that litigated continually with regulators and environmental campaigners.
Cohen had been conditioned to think that anything he or other Exxon executives said
in public could be used against them in a court of law. He inherited a public affairs
department whose core media strategy was to say “no comment” in fifty different
languages, as an in-house joke had it.

Cohen kept a black notebook binder on a shelf in his second-floor office on the
Irving campus. He distributed copies to members of ExxonMobil’s Management
Committee and other senior executives. The first page carried the title “Public
Policy Issues.” A list of about two dozen subjects followed, from climate change to
energy pricing to alternative fuels. The Management Committee updated and
approved the list annually as part of ExxonMobil’s Srategic Planning process.
Cohen’s aides wrote a summary of the current policy debate under each subject
heading and then a description of ExxonMobil’s position. Cohen also reviewed the
notebook’s contents with a special public policy committee of the corporation’s
board of directors, which met nine times each year.



If the corporation’s management ever changed its thinking about a public policy
matter, the change would be vetted through the Strategic Planning process and then
inscribed into Ken Cohen’s notebook and reviewed with the board committee.
“Issues managers” and “issues teams”—some in Irving, some in Washington, some
in Fairfax, and some in Houston—monitored and updated the listed public policy
debates throughout the year, reporting to Cohen and, through him, to the
Management Committee. The issues managers ensured that the language used
worldwide to describe ExxonMobil’s position on any policy question was consistent.
The language on PowerPoint slides presented to Chinese Communist Party
functionaries in Beijing about, say, the regulation of ethanol was essentially the
same as the language on PowerPoint slides left behind in the offices of first-term
congressmen in Washington. ExxonMobil lobbied the same way it ran refineries—it
employed a top-down, Global System, vetted at the highest levels of the corporation,
and it expected all of its managers to follow that system exactly.

The issues management system, as it was known, displayed ExxonMobil’s signature
internal discipline, but it could also be as rigid, slow, and inflexible as a Soviet five-
year agricultural plan. The specific policy positions that emerged in the final draft of
the annually updated black binder were sometimes vague and abstract, and might be
of limited use to a former senator under contract to the ExxonMobil K Street office
to sway votes in a Capitol Hill legislative conference. Legislative deal making was a
fluid, adaptive process, involving more improvisation than Exxon’s engineering-led
culture often knew how to manage. Public affairs dispatched an internal newsletter
on the fifth of every month describing what political and policy developments it had
been monitoring since the tenth of the previous month; its analysis was often out of

date. In the lobbyist’s art, personal relationships and spontaneous compromises

shaped success, not prepackaged analysis.L

Ken Cohen had grown up in a placid Midwest community in the postwar era as one
of four sons in an achievement-oriented, education-driven family. His grandfather
had fled anti-Semitic pogroms in Ukraine and immigrated to the United States; the
relatives on which he relied drew him to Illinois. He settled in iconic Peoria and
opened a dry goods store. Cohen’s father attended Northwestern University and
became a medical doctor. Ken also enrolled at Northwestern, but left after his third
year and enrolled at Baylor University’s law school, in Waco, Texas; Baylor was one
of a relatively small number of law schools willing to accept students who had not
finished their college degree. Cohen loved the law, particularly its pedagogy, but he
concluded that he should practice before taking up a teaching career. He joined
Exxon in 1977, at twenty-six, and never left.

He was a mild-looking man of modest height with a full head of salt-and-pepper



hair, which he parted near the middle, a choice that gave him a slightly old-
fashioned air. He owned a condominium in the upscale Turtle Creek area of Dallas.
He was married to a former colleague from the Exxon public affairs department,
Darcie A. Bundy, who in midlife entered into the interior home design business in
Dallas and in the town where the couple summered, Kennebunk, Maine. Cohen did
not think of himself as possessing a political ideology, but as he stayed and rose at
Exxon, he adopted the corporation’s official skepticism toward regulators and its
preferences for free-market policies. He was quiet and calm, professional, but
intensely competitive. He could master a new subject quickly and he organized
concise briefings about public policy issues for his colleagues in management. Like
many in the corporation’s upper ranks who had lived through the post-Valdez years,
Cohen had developed a defensive posture. The attitude he and his colleagues
projected came across as arrogance, but if it was that, it was conditioned by mistrust

of outsiders, especially of environmental campaigners and journalists. “We’ve had

our hearts broken so many times,” Cohen told his colleagues.2

Each year, Lee Raymond held a private retreat for ExxonMobil’s most senior
executives. At the first such conference after the merger, Raymond told the
assembled, “ExxonMobil is different than either Exxon or Mobil—it will occupy a
different position in the economy and the industry.” Raymond was referring
obliquely to his intention to use the merger to reinvent Exxon. It would have been
easiest for Raymond to have managed the absorption of Mobil by just taking the
acquired company apart and then bolt the pieces onto Exxon’s existing divisions,
while seeking cost efficiencies. Raymond had rejected that approach. He intended to
use the merger to restructure Exxon itself. “Everybody is going to have a new job,”
he announced. As the merger proceeded, more people from Exxon than from Mobil
departed or were let go, accounting for their relative size before the deal. With his
withering inquisitions and his relentless push for financial excellence, Raymond
managed to some extent by using insecurity as a motivation tool. It was up to the
senior department heads to interpret his dogma about ExxonMobil’s being different
from either of its predecessor companies; Raymond would judge the result. In public
affairs, Cohen understood the chief executive’s edict as an invitation to rethink the
corporation’s brand position.

ExxonMobil spent very little money on advertising or image building for a company
of its size. Typically, in previous decades, oil companies had mainly invested their
advertising and marketing budgets in their highly competitive retail gasoline
businesses. Exxon’s version of this marketing campaign had centered on the “Put a
tiger in your tank” slogan, until Kellogg’s, the corporate home of Tony the Tiger, of
Frosted Flakes renown, persuaded Exxon to drop the tiger as part of a trademark
infringement settlement. (The Greenpeace protesters in tiger suits were out of date.)



The truth about gasoline, however, was that it was basically all the same. Each of the
major oil companies blended in a few unique chemical additives to improve the
fuel’s performance and then spent large sums of money on ads promoting the
supposed superiority of its magic formula. Convenience stores, credit cards, and
membership point schemes later enhanced these campaigns for retail market share.
“We’re drivers too” was the bland slogan that ExxonMobil adopted after it lost its
tiger.

Given the corporation’s business performance—it returned to the top of the Fortune
500 in April 2001 and earned $15 billion in profits that year, more than any
corporation in America—it was not obvious what strategy of image building
ExxonMobil required. After the merger with Mobil, Raymond cut about twenty
thousand jobs and reduced operating costs by a further $8 billion after initially
promising investors that he would save only about $3 billion. The extra $5 billion in
savings partly reflected what Raymond had believed all along: that it would be
possible to achieve more cuts than he had advertised publicly when the merger was
announced. After the deal closed, Raymond told his top two executives, Harry
Longwell and Rene Dahan, that he wanted the combined company, within three or
four years, to be no larger than Exxon had been before the merger, without counting
the additional people who would be necessary to run new refineries or chemical
plants. Raymond’s goal reflected his long-standing conviction that Exxon’s
management was underutilized and had the capacity to take on harder problems.

Raymond’s financial strategy was clear, but it was less obvious how spending on
public policy, image advertising, and lobbying could help. Raymond had made up
his mind about global warming policy and environmental policy, and he was not
about to revisit his thinking on those issues to appease activists or uncompromising
Democrats. In any event, big, highly profitable oil companies were not likely ever to
enjoy wide enthusiasm in the populist-influenced United States—or anywhere else,
for that matter. Worldwide, Cohen’s private opinion surveys showed, ExxonMobil
enjoyed a top reputation among oil companies in only one country: Singapore, a
tiny, authoritarian, free-trading state where the corporation was a big investor, and a
country whose top-down conformist culture resembled that found in Irving.

Ken Cohen and his public affairs team researched the history of Standard Oil and
successor companies’ ad campaigns during the twentieth century and they reviewed
the public opinion results those campaigns achieved. The numbers fluctuated
between terrible and tolerable, but Cohen’s group could find no evidence of a golden

age of oil company popularity.3

ExxonMobil could not afford to accept low public esteem as a given, however.



Engineering and scientific talent in the United States was in high demand. The
corporation competed with other super-majors to recruit the most talented
geophysicists and geologists at the world’s top schools. Scientists who agreed to join
entered a two-year training program—a kind of free graduate school in which
ExxonMobil invested tens of thousands of dollars to advance their skills in applied
settings. The children of the baby boomer generation had been reared during an age
of environmentalism, and it would be difficult to recruit and retain the best and
brightest of them if working at ExxonMobil seemed a morally compromised choice.
“There’s a big population of liberal young folks in the company,” a former manager
recalled. These left-leaning employees wrestled among themselves with how they
could be liberals and still work at ExxonMobil. Some of them pushed for paternity
benefits and nursing rooms at the office—and succeeded. But these were
incremental achievements and the ambivalence remained.

The difference between excellent and mediocre geologists could be the difference
between finding oil and failing to do so. Scientists could be an independent-minded
lot. Young ExxonMobil geologists often received “poaching” recruitment offers
after four or five years of employment. Salaries at ExxonMobil were modest by
industry standards, except for the very best performers, who were well rewarded.
British Petroleum’s pay scale, for example, meant that it could often offer
significant raises to geological scientists, $20,000 or more annually. After the
merger, ExxonMobil became concerned about unusually high attrition rates in these
talent wars; the corporation seemed to have particular difficulty holding on to
women. Senior management organized “listening post” meetings with invited groups
of department leaders and asked them, “Are you proud of your experience” at the
corporation? “What do we need to do to keep you here?” Some of the rising
managers were frank: “Look, we have a really bad reputation as a company.”
Informally, “the employees talked about it all the time,” a manager who participated

recalled.2

There were other measurable costs to being despised. Late in 2000, an Alabama state
jury deliberating a civil fraud case handed down a $3.42 billion punitive damages
verdict against ExxonMobil for allegedly cheating the state out of natural gas
royalties. Ken Cohen and other lawyers at the company were adamant that the
verdict would be thrown out on appeal (and it was), but the case offered a reminder,
if one was needed after the Exxon Valdez jury trial, that public skepticism toward the
company could easily present itself in a courtroom in the form of hostile jurors.

Cohen’s group commissioned public opinion surveys, opinion leader focus groups,
and other elaborate research endeavors designed to map the ways in which
ExxonMobil was hated. Engineers ran the company, and only numbers could



persuade them. Even so, some of the corporation’s executives, including Raymond,
received the insights from these “scientific” surveys and focus groups with
undisguised skepticism about their usefulness.

If a survey reported progress in ExxonMobil’s reputation in comparison to, say,
Chevron, Raymond would comment, “Just remember: Chevron is having the same
meeting today and their guys are saying exactly the opposite of what you just said.”

The more he learned about the details of public opinion surveying—how, for
example, survey questions had to be asked exactly in the same form for the results to
be truly comparable—the more Raymond doubted its validity as science. He did not
want to ignore it entirely, and he budgeted for continual opinion surveys, but he
declared that it would not drive his decision making. “If you start to play to that kind
of thing, where does that end?” All oil companies saw their reputations rise and fall

mainly as a function of whether retail gasoline prices were high or low, Raymond

believed; the rest was just noise.2

Cohen accepted that the public’s sense of being vulnerable to volatile gasoline prices
and, more generally, to the political power of big oil corporations, was nearly
universal. The implication, he concluded, was that ExxonMobil should seek to be
credible rather than popular. The corporation’s communications should be clear,
consistent, and fact based. ExxonMobil’s leaders and employees should accept that
there would be many people who did not like what they had to say about public
issues, but some of the company’s skeptics might nonetheless be persuaded to accept
that the corporation’s positions were the product of empirical analysis. Global oil
production was indispensable to the American economy—in that respect it was very
different from, say, the manufacture of addictive tobacco products or the promotion
of a particular image of a youthful lifestyle through the sale of soft drinks. The
resurrection of ExxonMobil’s reputation could not be regarded as a marketing goal,
equivalent to the establishment of a new soft drink brand, Cohen told his colleagues;

it should be seen as an outcome of consistent, credible communication, in the face of

predictable and persistent public skepticism.b

During the Aceh crisis, Robert Haines, the manager of international government
relations who worked for Cohen out of the Washington office, held regular off-the-
record meetings with representatives of Human Rights Watch to hear the
organization’s concerns and to try to persuade its investigators that ExxonMobil was
doing everything it could to control the abuses of the Indonesian military. Haines
used the sessions to present ExxonMobil’s brief about the conflict: The corporation
was a guest in the country; its security arrangements were a requirement of its
contract; ExxonMobil exercised no control over the T.N.I.; and the corporation did



not condone human rights violations. Yet Cohen and Lee Raymond had still not
signed the Voluntary Principles on Security and Human Rights developed in 2000 by
the Clinton administration and the Blair government in Great Britain. They may
have wondered whether the Bush administration would abandon the initiative, but as
it turned out, Bush developed a strong interest in human rights issues, and in 2002,
his administration formally embraced the Voluntary Principles as official policy.
Around that time, Ken Cohen decided that he should revisit ExxonMobil’s own
decision about the Voluntary Principles and begin to think more deeply about how
the corporation could improve its credibility on human rights questions.

On one of his regular trips to Washington, Cohen invited Mike Jendrzejczyk, the
director of Asia advocacy at Human Rights Watch, and his colleague Arvind
Ganesan to dinner at the Four Seasons hotel in Georgetown. Ganesan was a lawyer;
Jendrzejczyk, as one of his colleagues put it, had “the charm of a con man, the
energy of a five-year-old, and the persistence of a used-car salesman.” That was not
exactly the personality profile cultivated by ExxonMobil in its lifelong employees,
but Cohen had learned to accept human rights and environmental activists as he
found them. The violence in Aceh was continuing. Cohen refused to discuss the
specifics of ExxonMobil’s natural gas operations there; the lawsuit filed on behalf of
some of the province’s torture victims was now pending in federal court, and
Ganesan and other activists had learned that if they raised Aceh specifically in
private meetings with Exxon officials, they received silence and a “meeting over”
look. On global human rights more generally, however, Cohen saw the Four Seasons
dinner as an opportunity to open a dialogue. His message was, as Ganesan recalled

it, “We’re doing a great job, but we think we need to be more engaged.”Z

Cohen invited Ganesan to speak at an off-site retreat for about seventy-five rising
ExxonMobil managers. The executives were senior enough to have earned an
internal designation as “gold-" or “platinum-” level leaders; their reward was a
multiday public relations boot camp at a corporate retreat center in Norwalk,
Connecticut. Other corporations retreated to semitropical golf resorts; at
ExxonMobil, there was Norwalk. Ganesan traveled there on October 27, 2002. He
had attended corporate retreats before, but the ExxonMobil event struck him as “one
of the strangest” in his experience. He felt that he was in a classified facility. He was
not allowed to enter the meeting room until his speaking time arrived and he was
ushered out immediately afterward; the atmosphere seemed “clinical.” Later, he was
told that he had been invited not only so that the managers could hear his views
about oil corporations and human rights, but also so that he could provide a kind of

live exercise in how to deal with a social activist.2

Ganesan reviewed for the assembled managers the history of Human Rights Watch.



He described why he and other activists believed that oil production hurt poor
countries more than it helped them: “Energy wealth does not necessarily lead to
better standards of living, increased democratic participation in government, or a
better climate for human rights. Instead, economic, social, and political conditions
may stagnate or even deteriorate.” He described the appalling human rights records
of the governments that were major oil and gas producers, starting with Saudi
Arabia, a business partner of ExxonMobil’s in the refinery and chemical industries.
The Saudi monarchy, Ganesan pointed out, “executes prisoners, engages in torture,
curtails due process rights, and uses barbaric forms of punishment such as
amputations and beheadings.” Nor was its record unique. Seven members of
O.P.E.C.—Algeria, Iran, Iraq, Kuwait, Libya, Qatar, and the U.A.E.—were
“undemocratic with poor human rights records and limited economic
diversification.” Three others—Indonesia, Nigeria, and Venezuela—were
“nominally democratic but plagued with widespread corruption and poor human
rights records.” New oil exporters such as Angola, Azerbaijan, and Kazakhstan were
becoming “models of corruption, mismanagement, and human rights violations.”
ExxonMobil operated in many of these countries and collaborated with the
governments Ganesan found so wanting. He then turned to the reputation of
ExxonMobil itself. He had decided not to spare the managers’ feelings.

“I have interacted with ExxonMobil for at least the last five years, and found them to
be hostile and unproductive prior to this current effort,” he said. “ExxonMaobil
seemed like an arrogant, opaque company that was hostile to social responsibility
and preferred to go its own way.” He continued: “This is not just my perception of
the company, but shared by every NGO and many others. Several company
representatives have come to me over the years and have justified their companies’
actions or inactions by saying, ‘At least we’re not ExxonMobil.””

He did finish on a note of aspiration. There was “another widespread perception” of
ExxonMobil, namely, that “once it decides to do something” it will “do it better than
anyone else in its industry.” If the corporation would seek to improve its human
rights record in a serious way, its leadership in the international oil and gas industry
“could have very beneficial effects.” ExxonMobil should expect, however, “a

considerable amount of skepticism” if it tried to change its ways.2

Ken Cohen did not invite Ganesan back to his retreats. But he did not give up on his
outreach campaign to Human Rights Watch. ExxonMobil formally signed up to the
Voluntary Principles and gradually began to implement them.

Cohen also turned to Bennett Freeman, the former deputy assistant secretary of state
for democracy, human rights, and labor who had helped conceive the Voluntary



Principles before returning to a corporate consultancy practice. Freeman, too,
attended Cohen’s off-sites at Norwalk. He respected Cohen’s professionalism. He
regarded himself as a constructive critic of ExxonMobil, but also a sophisticated
thinker about corporate responsibility who was not innately hostile to
multinationals. When he appeared at Norwalk conferences or at private “opinion
leader dialogues” with ExxonMobil executives elsewhere, Freeman usually broke
the ice by remarking that the corporation’s human rights performance reminded him

of what a critic once said about the music of Richard Wagner: “It’s not quite as bad

as it sounds.”10

Over the years, Lee Raymond had told colleagues that he considered Royal Dutch
Shell to be Exxon’s most formidable competitor. Royal Dutch had weaknesses, in
Raymond’s estimation: a mind-boggling system of split Anglo-Dutch governance, a
retirement age of sixty years that created disruptive turnover in corporate leadership,
and a thick bureaucracy. Yet Royal Dutch maintained a greater focus on operations
and project discipline than many other oil companies, Raymond told his colleagues.
Exxon partnered in oil and gas operations with Royal Dutch more than any other
company.

In comparison, Raymond and other ExxonMobil executives did not hide their
disdain for BP. Increasingly there was a competitive edge to the rivalry. After the
dust settled on the Big Oil merger scramble of the late 1990s, ExxonMobil and BP
emerged as the nearest equals in size and global ambition, together at the head of the
global rankings for shareholder-owned oil corporations. Raymond had admired one
of BP’s previous chief executives, David Simon, but he told colleagues that in
general, he found the corporation to be bureaucratic, undisciplined, and unreliable.

Raymond was also no Anglophile. ExxonMobil’s operations in Britain had frustrated
him. The corporation ran refineries and retail gas stations in the United Kingdom
under the Esso brand. In the O.I.M.S. era these divisions had not measured up very
well. Raymond traveled to London and complained to his British subordinates: “You
guys are really great in poetry. But getting up every morning at 6:30 a.m. and saying,
‘Okay, we are going to have the morning meeting—what’s going on in the
refineries?’—that’s just not in your skill set.” He extrapolated the flaws he
perceived at Esso to explain the enduring worldwide management weaknesses he
saw at BP.

BP began to annoy Exxon in the environmental lobbying arena, too. By the end of
the 1990s, more of British Petroleum’s assets were located in the United States than
anywhere else; American public policy was critical to the company. John Browne,
however, did not think about industry issues as Lee Raymond did. To ExxonMobil’s



executives, he seemed to be more of a financial engineer than an operations man.
Browne was also in tune with the transatlantic center-left politics of the late 1990s.
He enjoyed a strong relationship with the newly elected British prime minister, Tony
Blair. He had easy access to Bill Clinton’s White House; he was exactly the sort of
big business leader Clinton-era Democratic politicians often seemed to value—a
thoughtful globalist willing to endorse the principles, at least, of the mainstream
environmental, human rights, and public health movements. Browne spoke early
about the importance of global warming. He rebranded his company as the letters BP
and eliminated all abbreviated and other reference to British Petroleum. He
approved the marketing slogan “Beyond Petroleum.” The corporation’s marketing
team chose a green-and-yellow logo that looked like the sun, as if BP were moving
decisively out of the oil and gas business and into solar power. An ExxonMobil
executive at the corporation’s British affiliate took a photograph of a BP retail gas
station with a windmill on top and sent it to Lee Raymond with a note: “This is our
competitor.”

“Oh,” Raymond said, dismissively. This is just a public relations strategy, he said.

There is no substance to it; don’t overreact.l1

BP did invest in some solar manufacturing in India, China, Australia, and the United
States, where its plant was located in Frederick, Maryland, a convenient drive from
Washington, D.C., and thus an optimum site for tours by members of Congress or
their staffs who might be interested in alternative energy. Yet the scale of BP’s solar
investments was minuscule in comparison with its oil and gas operations. The
investments were understood within the corporation, according to one former senior
executive, as justifiable not so much on business as on marketing grounds—BP
Solar returned more to BP in favorable reputation than comparable sums spent on

conventional corporate image advertising ever could.12

“The oil industry is already detested by people who think we’re indifferent to the
environment,” Browne explained. “We must persuade our ultimate customers that
this isn’t true.” Smog and other pollution from oil-derived fuels meant that
customers “can see it and they can feel it and they can smell it. And they look at oil
companies and say, ‘You brought us this.” And we don’t want to be in that

position.”t3 Ken Cohen occasionally seethed in private conversation about BP’s
image makeover. First, he pointed out, BP remained fundamentally an oil and gas
company—one of the largest in the world. Of course it was “in that position”; how
could it pretend otherwise? By 2002, Cohen had also assembled an issue-by-issue
chart showing that on public policy controversies from climate change to human
rights, the recommendations of BP and ExxonMobil were little different. Yet the



public’s impression was that the two companies had diametrically opposed
approaches to climate change and corporate responsibility. As a recently minted
public affairs strategist, Cohen could appreciate, in professional terms, Lord
Browne’s achievements. He knew, too, that BP had the advantages that ExxonMobil
lacked—it was not burdened by the high negative ratings caused by the Valdez spill
and therefore had much greater scope to reinvent itself in the public mind. BP
executives and public affairs strategists looked on ExxonMobil the way many of its
competitors did: as self-isolating, stubborn, inscrutable, and behind the corporate
times. ExxonMobil executives rationalized their poor reputation, when compared
with some of their industry peers, by assuring themselves that they conducted
business ethically and opera