Nigeria’s Oil Crisis: Everything Looked Possible, but Everything Went Wrong

I. History

a. When the oil curse began with that first great gusher in the creekside village of Oloibiri, 50 miles (80 kilometers) west of Port Harcourt, Nigeria was still a British colony. At independence in 1960, few observers expected that Nigeria would mature into an oil giant. But in subsequent decades, the oil companies, led by five multinational firms—Royal Dutch Shell, Total, Italy's Agip, and ExxonMobil and Chevron from the U.S.— transformed a remote, nearly inaccessible wetland into industrial wilderness. The imprint: 4,500 miles (7,200 kilometers) of pipelines, 159 oil fields, and 275 flow stations, their gas flares visible day and night from miles away.
b. The oil firms entered a region splintered by ethnic rivalries. More than two dozen ethnic groups inhabit the delta, among them the Ijaw, the largest group, and the Igbo, Itsekiri, Ogoni, Isoko, and Urhobo. These groups have a history of fighting over the spoils of the delta, from slaves to palm oil—and now, crude oil. The companies disturbed a fragile landscape that supported fishing and farming.

c. Nigeria joined OPEC in 1971. The Nigeria National Oil Company (NNOC) merged witht he Ministry of Petroleum to form the Nigeria National Petroleum Corporation (NNPC). 

d. In 1985, Nigeria won a loan from the World Bank. The parameters of the loan required a structural adjustment program (SAP) which led to the privatization of the NNPC.

e. The world currently goes through 84 million barrels a day, a figure that is expected to rise to almost 120 million barrels in the next 25 years.

f. Nigeria is the world’s 7th largest producer of oil. Their daily output accounts for 80% of state revenues and 90% of foreign exchange earnings.

g. The Shell Petroleum Development Company extracts an estimated 200,000 barrels per day from Nigeria.
h. One tank of gas from a typical S.U.V. has the energy equivalent of more than 60,000 man-hours of work—roughly 100 men working around the clock for nearly a month. That is the power that the American consumer can access for about $60 at the gasoline pump. If gasoline were a person, we would be paying 10 cents an hour for his labor. 

i. Africa's most populous country, with 130 million people, has gone from being self-sufficient in food to importing more than it produces.

j. Everything looked possible—but everything went wrong. 

II. The Environment
a. Two and a half million barrels of crude spilled or leaked into the delicate riverine environment between 1986 and 1996, resulting in wholesale devastation of the fish stocks that most villagers rely on. Flaring of excess natural gas has produced a blighting acid rain in the mangrove swamps, and freshwater even around wells that have been capped for years is still so polluted with hydrocarbons that it cannot be drunk safely--but people still do.
b. Recent reports by the United Nations Development Program and the International Crisis Group identify some of the questionable strategies employed by oil companies: paying off village chiefs for drilling rights; building a road or dredging a canal without an adequate environmental impact study; tying up compensation cases—for resource damages or land purchases—for years in court; dispatching security forces to violently break up protests; patching up oil leaks without cleaning up sites. 

c. Hundreds of flares have burned nonstop for decades, releasing greenhouse gases and causing acid rain. Communities complain of corroded roofs, crop failures, and respiratory diseases. After first ordering companies to eliminate flaring by 1984, the government keeps pushing back the deadline. Shell, the main offender, recently announced that despite making considerable progress, it could not meet the latest target date of 2008.

d. On land, there are oil spills, polluting groundwater and ruining cropland. The government documented 6,817 spills between 1976 and 2001—practically one a day for 25 years—but analysts suspect that the real number may be ten times higher. Old, improperly maintained equipment causes many of the leaks, but oil operators blame sabotage and theft, speculating that disaffected community members deliberately cause oil spills to collect compensation money.
e. In 1989, the government set up the Federal Environmental Protection Agency (FEPA). But with the population of Nigeria expected to triple by 2050, FEPA might just be a paper tiger. 


III. The Economy

a. Economists refer to this phenomenon as the "resource curse." The resource curse holds that underdeveloped countries with great natural wealth fail to diversify their industry or to invest in education, which leads to long-term economic decline.
b. Chief Osobere Inengite of the Ijaw has a message for Shell, which owns the local oil fields. "Tell them to help us. Tell them to train 50 boys and girls from here for jobs," the chief pleaded. Then he sighed, "If we had never seen oil, we would have been better off." 

c. In 1996, fisherman Isaac Osuoka joined Environmental Rights Action, an advocacy group. "Today, there is not a single person in my community you could describe as a fisherman. We depend almost totally on frozen fish."

d. According to the World Bank, most of Nigeria's oil wealth gets siphoned off by 1 percent of the population, condemning more than half of the country to subsist on less than a dollar a day. By that standard, it is one of the poorest countries in the world. Since independence in 1960, it is estimated that between $300 and $400 billion of oil revenue has been stolen or misspent by corrupt government officials—an amount of money approaching all the Western aid received by Africa in those years.

IV. Politics

a. "The companies didn't consult with villagers," says Michael Watts, director of the African Studies Program at the University of California, Berkeley. "They basically handed out cash to chiefs. It wasn't effective at all." 

b. With top government officials so brazenly violating the social contract, everyone downstream inevitably follows suit. The Nigerian Constitution stipulates that just under 50 percent of national oil revenue must be distributed to state and local governments, and that an additional 13 percent must go to the nine oil-producing states of the Niger delta. Last year that amounted to almost $6 billion for the nine delta states—plenty, it would seem, to take care of basic social services. The problem, however, is that the money goes to the governors' offices and then simply disappears. A financial-crimes commission was recently formed to investigate all of the country's 36 governors, and it wound up accusing all but 5 of corruption. With all the oil money coming in, the state doesn't need taxes from people. Rather than being a resource for the state, the people are impediments. There is no incentive anymore for the government to build schools or hospitals. 

c. Oil fouls everything in southern Nigeria. It spills from the pipelines, poisoning soil and water. It stains the hands of politicians and generals, who siphon off its profits. It taints the ambitions of the young, who will try anything to scoop up a share of the liquid riches—fire a gun, sabotage a pipeline, kidnap a foreigner.

d. Forced to give up fishing, the young men of the village put their hope in landing a job with the oil industry. But offers are scarce. "People from the outside get all the jobs," one Ogoni boy said, alluding to members of Nigeria's majority ethnic groups—the Igbo, Yoruba, Hausa, and Fulani—who are the country's political and economic elite. "We have diploma holders, but they have nothing to do." 
V. Reactions

The surge in militancy is emblematic of a continent-wide frustration among the young, says Michael Watts, of the University of California. "Across Africa you have a huge number of alienated youths, politically footloose, who thought they could achieve something with their countries' moves to independence and democracy. Those hopes have been almost everywhere violently snuffed out. The youth are pissed off and willing to up the ante." 
a. MOSOP

i. Shell and Ogoniland share a tragic history. Nigeria's first mass protest against the oil industry emerged in these tribal lands southeast of Port Harcourt. In 1990, the charismatic writer Ken Saro-Wiwa, outraged by oil spills in Ogoniland, founded the Movement for the Survival of Ogoni People. The organization demanded control of the oil on Ogoni lands and an end to environmental damage. He demanded that citizens from the affectred areas have seats on the Boards of Directors of the oil companies. 

ii. A quarter of a million Ogonis, nearly half the population, rallied in early 1993 to support the cause.

iii. Shell did offer 1 million naira to families affected during the 1993 Biara protests. Saro-Wiwa denounced this bribe.

iv. The military moved into Ogoniland in force. They razed 30 villages, arrested hundreds of protesters, and killed an estimated 2,000 people. Four Ogoni chiefs were murdered during the chaos—possibly by government sympathizers—and the military used their deaths as a pretext to arrest the top MOSOP leaders. 

v. Alarmed by Saro-Wiwa's popular support, Nigeria's military government brought charges of murder against him and fellow activists. The government accused them of instigating the mob killings of four Ogoni leaders from a rival faction. At a tribunal widely regarded as a sham, and with the alleged complicity of Shell, Saro-Wiwa and eight others were found guilty and hanged on November 10, 1995. Saro-Wiwa's last words were "Lord take my soul, but the struggle continues."

b. MEND

i. In January 2006, several boatloads of heavily armed Ijaw militants overran a Shell oil facility in the Niger delta and seized four Western oil workers. The militants called themselves the Movement for the Emancipation of the Niger Delta (MEND). The immediate effect of the attack was a roughly 250,000-barrel-a-day drop in Nigerian oil production and a temporary bump in world oil prices. MEND released the hostages a few weeks later, but the problems were far from over. MEND's demands included the release of two Ijaw leaders who were being held in prison, $1.5 billion in restitution for damage to the delicate delta environment, a 50 percent claim on all oil pumped out of the creeks, and development aid to the desperately poor villages of the delta. 
ii. "Leave our land while you can or die in it," a MEND spokesman warned in an e-mail statement after the attack. "Our aim is to totally destroy the capacity of the Nigerian government to export oil."
iii. The official MEND spokesman is a mysterious online entity known as Jomo Gbomo, who trades sharply articulate e-mails with foreign journalists who arrive in the delta to cover the oil wars. No one seems to know Jomo's real name or even where he lives; according to The Wall Street Journal, his Yahoo account carries an electronic code that may indicate his e-mails are sent from a computer in South Africa. Jomo is the person whom visiting journalists turn to for permission to go into the creeks, and he has refused most requests.

iv. On the world stage, as well, MEND's political power depends on its ability to cause economic pain in other countries.

v. Throughout most of the delta there is a weak cell-phone signal, and MEND has run its entire military campaign using a flicker of reception and $3 phones.
vi. Jomo said, “The Nigerian government has been marginalizing the people who have the resources of this country. We are deprived of our rights. This time around we don't even want to wait for them to attack. When the order is given we can go ahead and crumble whoever we can crumble, because we don't die; we live by the grace of God. If one man remains, that man can win the cause—that is my own belief."

c. In January of 2006, about 30 militants ran their speedboats straight into the Port Harcourt compound of the Italian oil company Agip, killed eight Nigerian soldiers, robbed the bank, and made their getaway. 
d. In May, a man on a motorbike shot an American oil executive to death while he sat in Port Harcourt traffic in his chauffeured car.
e. In August, members of another militant group walked into a popular bar named Goodfellas and abducted four Western oil workers. 

f. By the end of September, militants had kidnapped—and released for ransom—more than 50 oil workers, and onshore Nigerian oil production had been cut by 25 percent, or about 600,000 barrels a day. 

g. In early October, two separate attacks in the creeks reportedly killed at least 27 Nigerian soldiers and sank or captured two navy gunboats. In response, militants claimed, Nigerian helicopters strafed and then torched an Ijaw village named Elem Tombia. 

h. One church promoted PUSH: Pray Until Something Happens. Christianity has found fertile ground in the delta after Protestant missionaries arrived in force in the mid-1800s, and it is now the dominant faith. 
i. With every assault by the insurgents, the Nigerian military seems to answer with devastation. One evening, a gang of kidnappers dressed in army camouflage came by boat to a waterside neighborhood called Aker Base on the outskirts of Port Harcourt, stormed into a bar, and snatched an Italian construction worker employed by Saipem, an oil-servicing company. During the grab, the assailants killed a soldier. Within hours, troops swept into the shantytown and burned down every structure except a bank. Days later, stunned residents wandered through the charred ruins like ghosts; some 3,000 had lost their homes. The military displays of disproportionate violence, obscene in its extravagance, is all a show—the charade is public
j. Bunkering

i. Stealing back the oil that has been “stolen” from the Ijaw. It is huge business; by some estimates, 10 percent of the oil exported from Nigeria every year—several billion dollars' worth—is actually bunkered.

ii. The safest way to bunker oil is essentially to bribe people into letting you steal it. Vastly more dangerous, and common, is tapping crude directly out of the pipelines themselves.

iii. "Most of the soldiers are paid 15,000 naira [around $100] a month, so you go to the military man and say, 'I want to make you richer,'"

iv. Bunkering would not be possible without guns—militant groups are constantly fighting one another over access—and of course those guns are bought with oil money.

v. The bunkerers are unlikely to be “caught” because they are members of the elite—invariably senior political figures and military officers. Everybody knows who the oil bunkerers are.

vi. Much of the oil pollution in the creeks is from sloppy bunkering operations

k. Royal Dutch Shell
i. “We have never denied that there are some environmental problems concerned with our operations and we are committed to dealing with them…However, we totally reject accusations of devastating Ogoni land or the Niger Delta. This has been dramatized all out of proportion. The total land we have acquired for operations and to build our facilities, flowlines, pipelines and roads comes to just 0.3% of the Niger Delta. In Ogoni land we have acquired 0.7% of the land area.” Brian Anderson, SPDC managing Director in 1995).

ii. “Sabotage remains a significant problem, despite the widespread awareness that that no compensation is paid in such cases. The usual motive for sabotage is to press claims for large sums of money and/or to attract temporary employment in the subsequent cleanup exercise.”


VI. The US

a. Could a bunch of Nigerian militants in speedboats bring about a U.S. recession? The United States could absorb $80 oil almost indefinitely—people would drive less, for example, so demand would decline—but the country would find itself in an extremely vulnerable position. Not only does the American economy rely on access to vast amounts of cheap oil, but the American military—heavily mechanized and tactically dependent on air power—literally runs on oil. According to the U.S. Government’s Oil ShockWave panel, near-simultaneous terrorist attacks on oil infrastructure around the world could easily send prices to $120 a barrel, and those prices, if sustained for more than a few weeks, would cascade disastrously through the American, thus the global, economy.

b. The American corporation Halliburton has admitted that its then subsidiary KBR paid $2.4 million in bribes to the Nigerian government and is under investigation for its role in earlier bribes totaling $180 million.

c. The U.S. government has donated warships to Obasanjo.

d. U.S. House representative William Jefferson, of Louisiana, is being investigated by the F.B.I. for allegedly accepting bribes from the vice president of Nigeria, Atiku Abubakar. These were said to be in exchange for help steering lucrative business contracts to Africa. (Jefferson has denied any wrongdoing, despite the fact that the F.B.I. found $90,000 in cash in his freezer.)

e. In 2004 an Ijaw leader named Mujahid Dokubu-Asari retreated into the creeks to wage "all-out war" against the government and the oil companies. Asari was a convert to Islam  and worried U.S. authorities by expressing his admiration for Osama bin Laden. His overriding concern, however, was control of the oil resources of the Niger delta.
VII. Looking Forward

a. The largest new petroleum endeavor on the delta is taking shape along the Nun River, a tributary of the Niger. Operated by Shell, the Gbaran Integrated Oil and Gas Project, scheduled to begin producing in 2008, will encompass 15 new oil and gas fields, more than 200 miles of pipeline. Activists with human rights groups are pressuring Shell to learn from past mistakes and treat this high-profile project, which affects 90 villages, as a chance to work better with communities. Michael Watts is advising NGOs on how to educate the local people about their rights. "For Shell to conduct business as usual would be a public relations disaster," Watts says. "Folks say, 'Look, these oil companies are making billions by taking out this black stuff from our territory—they should have some ethical and social responsibilities.'" 
b. The problem is one of scale. The Nigerian military—as poorly equipped as it is—can protect any piece of oil infrastructure it wants by simply putting enough men on it. But Shell has more than 3,720 miles of oil and gas pipelines in the creeks, as well as 90 oil fields and 73 flow stations, and there is no way to guard them all. 

c. "It's going to be tough," human-rights activist Oronto Douglas said when I asked him about reforming Nigerian politics. "Nobody who has privilege surrenders it easily. The struggle is to get people to give up power who got it illegally."

d. A former hostage said (he was a contract pilot for Shell who was taken from a landing platform in 2000), "Their grievances are legitimate...There's no water in these communities, no education, no medical facilities whatsoever. To be out in the swamp without any electricity or drinking water—of course they're upset."

e. Tensions that cut across local, national and global arenas suggest that the current regime of institutionalized despotism is collapsing under the weight of past violence and present inequities.

f. An uneasy truce holds between the politics and the warring factions. Each watches the other carefully. All are armed and patrol the streets with machine guns. The vigilantes say that the police are partisan. The police say that the vigilantes are criminals and terrorists. 

g. Chief Saro-Wiwa, father of Ken, said in an interview with Karl Maier, “it is a surprise that so many people come here and ask me things, they do not say what they see with their eyes.”

h. Who is to blame? The answers are as complicated and murky as the water trails in the delta.
