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Abstract

This study analyses in full the history of the Ku=
wait oil concession, which has proved to be one of the
most valuable in the world. Interest in Kuwait's oil
deposits first arose more than twenty years before the
oil concession was finally secured by an Anglo-American
combine. Many parties were actively involved in the
quest for oil in Kuwait during the long negotiations
which spanned the years 1912-1934, Companies backed by
the British and United States Governments were all bar-
gaining for the concession while the Shaikh was deter-
mined to secure the best financial terms possible.

Moreover, events in Kuwait were inter-related with
and parallel to negotiations in Bahrein and Saudi Arabia,
where American interests succeeded in securing exclusive
oil concessions. This commercial success, which even-
tually drew the United States Government deeper into
the Fersian Gulf, was achieved despite a relatively
early British recognition of the political and strategic
importanca of the region's oil concessions,

This thesis discusses the formulation and applica-
tion of the policies of the various participants, It
also provides an account of the way in which the Ameri-~
can oil companies competing against British companies
established themselves firmly in a region which was under

British influence.
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PREFACYE

In today's world the importance of Middle East oil
to the West is very much in evidence and needs no elabo-
ration. The West is now deeply involved in the region
as a result of a greater appreciation of its strategic
importance, in particular the essential nature of its
abundant oil supply for the free world and the recycling
of petro-dollars in the West's economy to relieve gro-
wing unemployment and balance national deficits. It
is no longer possible to understand the policies of the
United States of America, the Common Market countries
and Japan particularly in the Middle East without refer-
ring to oil diplomacy. All regard the maintenance of
the Persian Gulf oil supply as a primary objective of
foreign policy and are thus eager to ensure as great a
political stability in the region as possible,

However oil diplomacy in the Fersian Gulf is a
phenomenon which has existed since the quest for the re-
gion's oil concessions commenced. During the inter-war
period when the key oil concessions were being obtained
mostly by American and British interests the oil issue
influenced the parent governments and was reflected in
their foreign policies, although on a much smaller scale
than today. The British Government endeavoured to pre-
vent the Americans entering the Fersian Gulf while the

United States Government rendered diplomatic assistance
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to its nationals who were eager to gain a foothold in
the region. Consequently the direct involvement of
these two governments makes it important tc examine the
history of Persian Gulf oil in relation to both coun-
tries! aspirations in‘this area. Apart from facili ta-
ting n'bettcr understanding of the region's oil history
this will provide an insight into the origins of both
countries' policies in the Gulf and illustrate how and
to what extent oil influ@nced their diplomacy during
the inter~war period.

Corporate strategy and rivalry are additional fac-
tors which merit consideration when dealing with the
Persian Gulf oil concessions;l In general a myth has
been created around the relationships between parent
governments and major oil companies and the latter's
role in international relations. It has generally
been accepted that the 0il companies influenced their
parent governments; however opinion as to the degree
of this influence remains diviﬁed.z In the Persian
Gulf in many instances the oil companies initiated go-
vermment intervention and evnntnilly it was they who
determined the nationality of the holders of the region's
oil concessions. The agreements reached between them
- as regards the division of these concessions were accep-
ted by the parent governments and therefore their role
was at least as important as that of their governments.

In addition to examing the global issues of oil



diplomacy and corporate conflict an emphasis is placed
on the role of personalities particularly active in the
Persian Gulf. The role of these individuals was more
important than might have been thought despite their
dependence on external authorities, and this is reflec-
ted in the mark they made on the political and commer-
cial development of the region. Consequently the ap-
proach adopted in this thesis,which combines interna-
tional diplomacy, corporate policy and local strategy,
provides a comprehensive account of the history of the
key oil concessions in the Fersian Gulf which in gene-
ral has been neglected,

The histoxy of the Fersian Gulf oil concessions
has never been fully ocutlined nor analysed in any depth.3
Events in this area have tended to be neglected because
they were cverahadowod‘by apparently more dramatic ones
in Persia and Iraq. Moreover, the unavailability of
information has resulted in the publication of relaw
tively few analyses of oil diplomacy in the Persian Gulf,
whilst those that have been written lack substance and
detail.? The accounts provided by former employees of
the variocus o0il companies concerned render little as-
sistance in this respect as they have been inclined to
treat their publications merely as an exercise in pub-
lic relations.’

This study centres on the negotiations for the

Kuwait 0il concession to illustrate the evolution of the



British Government's oil policy in the region and its
confrontation with the Americans' 'oﬁen door' policy.
Here negotiations were the longest and most complica-
ted in the Fersian Gulf, This provides a unique op-
portunity to study their inter-relationship with other
oil negotiations taking place during the twenties and
the early thirties particularly in Bahrein and Saudi
Arabia where American control was eventually complete.
However, it was only in Kuwait that purely Bri-
tish and Amexican interests supported by their res-
pective governments collided head-on and were ulti-
mately forced to share the concession on an equal ba-
sis. 7This was due to the fact that Kuwait was deli-
berately excluded by international agreement as early
as 1914 from the scope of the Turkish Empire oil con-
cessions., This enabled the major oil companies inte-
rested in Middle East oil and party to the agreement
to compete for this particular concession independently.
Moreovaer, aparf from presenting the history of
the Kuwait oil concession and explaining why over twen-
ty years elapsed before the concession was signed, a
whole series oflcomplax relationships which evolved
between 1912 and 1934 with Britain as the central pivot
are discussed. Events during this long period demon-
strate and clarify the British Government's attitude
towards Kuwait, whose ambiguous status as an indepen-
dent Arab state under British protection caused cone

siderable confusion as to its specific rights and ob=
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ligations vis-a-vis Britain and other countries.

The negotiations for the Kuwait oil concession al-
s0 reflect the British Government's exceptionally close
relations with a major British oil company - the result
of which was a controversy which raged for years as to
whether the Government's controlling interest in the
company was responsible for initiating the company's
policies abroad. Conversely, events during this period
indicate the extent to which this company in turn were
involved in formulating the British Government's foreign
policy. Thus a better understanding can Se gained of
government decision-making in Great Britain during the
inter-war period when the country suddenly found it-
self under pressure from the Americans who wanted to
enter the Persian Gulf,

Finally, the introduction of competition by govern-
ment supported American companies broadens the scope of
the subject and provides an insight into the United
States' attitude and influence in the region in the
early thirties, In particular, a clearer picture than
hithexto available can be formed of the evolution of
relations between the State Department and the Ameri-
can oil companies operating in the Middle East and thus
of the origins of United States' policy in the Fersian
Gulf including Saudi Arabia.é
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INTRODUCTION

In October 1934 Lord Lloyd, the future Secretary
of State for the Colonies, ocutlined in public for the
first time an alarming situation which had gradually
evolved in the Persian Gulf., Speaking to the Royal
Central Asian Society he enumerated recent American
successes in securing a large proportion of the Per-
slan Gulf oil concessions. Despite world-wide recogni-
tion of her political predominance in the Fersian Gulf,
particularly since the Great war when Britain's tradi-
tional rivals had been defeated, Britain was now faced
with a situation in which American interests had obe
tained the Bahrein and Saudi Arabian oil concessions
exclusively and were likely to obtain a fifty per cent
share in the Kuwait oil concession in the near future,

Moreover, Lord Lloyd argued that there was a con-
stant challenge to British oil interests in other parts
of the region which also threatened to undermine Bri-
tain's established authority and supremacy. Although
he admitted an incomplete knowledge of events leading
to this serious state of affairs, he nevertheless bit
terly attacked and criticisaed the British Government
and the British oil companies for a lack of foresight
and competdnce which had led to this unacceptable situa=
tion. 1In particular he referred to the Anglo-Fersian

Cil Company, now British Petroleum, which was known to
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have established exceptionally close relations with the
British Government as early as the beginning of the twen=
tieth century and which had shown an interest in securing the
region's oil concessions,

The situation outlined by Lord Lloyd was particu-
larly surprising and inexplicable in view of Britain's
long-standing control of the Fersian Gulf's internal
and external affairs, The British Government had been
successful since the end of the nineteenth century in
maintaining a supremacy in the area by committing the
various Arab rulers to abiding by Britain's advice and
also by preventing large scale foreign penetration,
either commercial or strategic.

In addition, Britain's relatively early recognie-
tion of oil as more efficient than coal for fuelling
the Royal Navy contributed immensly to the desire to
prevent foreign interests gaining a foothold in the
Gulf where indications of oil were in evidence. The
use of oil in the Royal Navy since the beginning of
" the twentieth century meant abandoning Britain's na-
tional fuel - coal « in favour of a product to a large
extent beyond her control as it was only found in dis-
tant foreign countries, As a result, the British Go-
vernment had embarked on an oil policy aimed at secu-
ring future supplies, particularly from those sources
over which Britain's control and influence could be
exerted, ie. the application of a kind of Monroe doce-

trine to the grant of Middle East oil concessions.



Therefore in the Fersian Gulf in particular, where
foreign penetration had already been resisted on politi-
cal grounds, the British Government's desire to secure
cil concessions for Eritish companies before and after
the Great War assumed an unprecedented scale and indeed,
seemed to yield promising results. The various Arab
rulers had been committed by special agreements to grant
their o0il concessions only to a company nominated by
the British Government. This committed the government
to a deep involvement as it had to ensure that its no~
minee would offer reasonable terms for these concessions,
and was obliged to face criticisem from other interested
parties which were not given permission to enter the
field.

The British Government's direct financial invest-
ment in the Anglo-Fersian Oil Company (A.P.0.C,) in
1914 of £2.2 million to acquire a majority shareholding
conmitted them to supporting the company in its endea-
vour to dominate the Arabian Gulf. The company, which
was already operating successfully on the Fersian side
of the Gulf, ie. having secured an oil concession in
Fersia in 1901, considered the Arab side to fall within
its natural sphere of influence. Consequently the com-
pany intended to prevent, with government support, any
other interest British or otherwise from entering the
Gulf and endangering its flank.

However, despite such solid and auspicious founda-
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tions on which to build a secure 'oil empire' Britain
failed in the twenties and thirties to secure some of
the major oil concessions in the Persian Gulf., This
gives special significance to Lord Lloyd's accusation
and to the unprecedented scope of American success
which was greater than in any other area of the Middle
East, Eventually this American success changed the
balance of oil concession ownership in the Arab world
between British and American interests and established
the United States of America as a major force in oil
production and associated politics in the region.
However, as the Americans became involved in the
Persian Gulf only after 1926 the initial chapters will
exanine in detail the evolution of Britain's oil poli-
cy, particularly in the Gulf, and Britain's early ef=-
forts to secure the region's oil concessions for its
'National champion's. Therefore the first chapter ana-
lyses the initial stages of Britain's policy in Kuwait,
which has been chosen as a case study, from 1900 on=-
wards and the early attitudes adpted by the principal
British Government ministries responsible for the for-
mation and implementation of government policy in the
region = the Foreign Office, the Admiralty and the Go-
vernment of India = towards oil and oil companies ope-

rating in and around the FPersian Gulf,
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PART 1

GENESIS: BRITAIN IN SEARCH OF A FOREIGN OIL POLICY




1. karly Considerations

Britain's policy in kKuwait as in other parts of the
Fersian Gulf was in general influenced by imperial inte-
rests. The British Government's original interests in the
region resulted from concern for India's security which
was considered 'second only in importance to that of the
British Isles.! 1Consequently Britain's supremacy in the
I'ersian Gulf was gradually established during the nine-
teenth century and her special interests in the area were
widely recognised. 1n return for Kritish protection of
their hereditary and customary rights against TIurkish har-
rassment the Arab rulers along the Fersian Gulf were coum=-
nitted by various agreements to accepting British hegemony
and supremacy., They and their heirs were bound not to
lease, dispose of or give concessions of land in their
shaikhdoms to any individual power for any purpose without
British permission nor to receive agents or representatives
of foreign governments without British agreement,

In protecting her special interests and the shaikhs
from foreign harassment Britain vigorously resisted attempts
made by other powers at the beginning of the twentieth cen-
tury to alter the status quo by which Dritain's supremacy
had been secured in the area.2 Lansdowney the loreign Sec-
retary, announced in 1903 that

eessewithout hesitation we should regard the
establishment of a naval base@.....in the l'er-
sian Gulf by any other power as a very grave
menace to British interests and we should cer-

tainly resist it with all the means at our
disposal,
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Although Lansdowne's declaration only specified Britain's
resistance to a foreign military base, in reality however
'ritain was also opposed to any major attempt by foreign
commercial interests to gain a foothold in the P'ersian
Gulf. It was obvious to Eritain as to other powers who
appreciated the strategic importance of the "ersian Gulf
that commercial enterprises could provide the means by
vhich political influence could be introduced in an
undeveloged ['ersian Gulf.4

This policy combining economic strength and politi-
cal power had formed pert of a broader “ritish policy in
l'ersia since 1890, ie. the creation of a buffer to li-
mit expansion from the north.5 Curzon, who contributed
imnensely to the increase of British control in the Fer-
sian Gulf during his term as Viceroy of India and even
before his appointment, feared that britain's supremacy
in the Gulf area was threatened by the increased commer-
cial activities of other powers in the area. He was
convinced that 'commercial interests are the familiar
precursor to political claims' and therefore did his ut-
nost during his term of office (1899-1903) to encourage
Britain's commercial interests in the region.6 Thus BEri-
tain's opposition to the Wonckhaus “xide concession, the
Kapnist railway scheme and the Baghdad railway project
highlighted her desire to exclude foreign commercial in-
terests from the Fersian Gulf.

The Baghdad railway scheme in particular significantly

influenced thestrengthening of relations between Eritain



and Kuwait and marked the beginning of the special con-
sideration given to Kuwait by Britain. Kuwait becanre
exceptionally important to Britain since it was cone
cidered to b2 the most suitable outlet in the Fersian
Gulf for the planned Baghdad Railway. This German
scherie to build a railway from Constantinople throuch
the Turkish Cmpire to the Persian Gulf increasingly
occupied and worried “ritish officials from the begin-
ning of the twentieth centurye.

The project was seen, especially by the Govern-
ment of India which was represented in London by the
India Office, as a direct threat to Britain's commer-
cial and political supremacy in the [‘ersian Gulf. ‘he
Government of India assiduously repeated its view that
a German railway to the Fersian Gulf would inevitably
diminish kritain's prestige and commerce, disturb re-
lations with the Arab chiefs and perhaps bring with it
the establishment of foreign military bases., Indeed it
went even further by stating that 'in time this process
can have but one result, namely, the consolidation of
German influence throughout this vast and important ter-
ritory, and the eventual pa2ssing into German hands of all
real power in this particular zone.' 7 1t seened to Liri-
tish officials that the means of averting such a cata-
strophic outcome was to secure bBritish domination over
the southern part of the railway from Mesopotamia to the
fersian Gulf. Thus the British Government concluded after

congiderable internal consultation that exclusive british



‘control of the railway from a point north of Baghdad
to the Persian Gulf' was essential‘for safeguarding
Britaint's special interests.8 In ordexr to secure such
control Britain's policy aimed during the early years
of the twentieth century at securing special status
and rights at the proposed terminus of the Baghdad
Railway, ie. Kuwait. Eventually despite a certain
degree of hesitancy by the British Government a poli-
tical agent was appointed in 1904 and the Shaikh of
Kuwait was asked to sign various agreements giving
Britain the right to control both the internal develop-
ment of Kuwait and its foreign policy. By 1914 there-
fore Kuwait had become a British Protectorate in all
but name.9

The emerging importance of oil as the fuel for
the British Navy also served to increase Britain's
desire to prevent foreign interests penetrating Kuwait
and other territories in the Persian Gulf where indi-
cations of o0il were in evidence. Before the British
and other governments recognised oil as the future
fuel for warships, the international oil industry
was almost entirely centred on kerosene, a lighting
fuel, and British oil interests received the same
attention and support as other British commercial en-
terprises operating abroad. However the conversion
of Britain's warships from coal to oil from 1904 onwards
gave rise to complex strategic and economic problems

of a dimension which had not been encountered previously



by the British Government., The British Empire lacked

oil/thus lending a new meaning and importance to oil as

A
an element in national security in addition to that
stemming from commercial viability. Consequently Bri-
tain's 0il interests began to merit special consideration
by the DBritish Government.

In particular two purely British companies opera-
ting in the Persiasn Gulf and India attracted the Bri-
tish Government's attention and consequently received
preferential treatment. These two oil companies, the
Burmah Cil Company and the Anglo Persiasn 01l Company
(A.P.0.C.), which developed special relations with the
British Government, contributed iwmmensely to the develop-
ment of Britain's oil policy. A.P.0.C. in particular
regarded the Persian Gulf as its natural sphere of in-
fluence since securing an oil concession in Persia in
1901 and eventually drew the Eritish Government's atten-
tion to the region's oil potential. However btefore dis-
cussing the evolution of the special consideration given
by the British Government to the Fersian Gulf oil poten-
tial, there is a need to examine the initial attitudes
of the ministries responsible for the formation and im-
plementation of British Government policy in the region -
Foreign Office, Admiralty and Government of Indias - to-
wards these two oil companies; attitudes which reflect
the main principles on which Britain based its energing
oil policy in the Persian Gulf.

At the turn of the nineteenth century Foreign Office



relations with o0il interests did not differ from those
with other British commercial interests seeking diplo-
matic support in the Middle Easts. The Foreign Office
encouraged any Rritish commercial enterprise, particu-
larly in an area considered to be of great strategic im-
portance, both for the general purpose of increasing
British economic strength and for that of indirectly in-
creasing political influence. A whole range of British
conmercial enterprises were supported in the Middle East
as a means of preventing foreign interests, especially
those of Russia and Germany, from penetrating into the
area.lo,

In this light the Foreign Office rendered the usual
support to a British national who endeavoured in 1901 to
secure an oil concession in Persia. D'Arcy's agent, Mar-
riot, went there to secure the o0il concession equipped
with a formal Foreign Office letter of introduction =« one
of the Foreign Office's devices employed to support Brie
tish enterprises abroad. 1In Teheran the Exitish Minister
gave Marriot considerable assistance in obtaining an oil
concession, which as it transpired later, proved to be one
of the most important in the Middle East. D'Arcy was
pgiven the exclusive rights for the next sixty years to
find, exploit and export petroleum in all of Fersia except
five northern provinces, and a monopoly in building pipe-
lines to the south coast,

However, despite various accounts emphasising direct



intervention by the Foreign Office, in reality the Fo-
reign Office was no more involved than usual in the pro-
cess of securing the oil concession for D'Arcy and the
vhole matter was handled independently by the British
Minister in Teheran who was given to understand by Mar-
riot that a word from him might prove invaluable to
DYArcy's application.11
Nevertheless, the following vears saw deep Foreign
Office involvement in the company's affairs in South West
Persia end an exceptionally close relationship developed
between the Foreign Office and the company. The Foreign
Office recognised and appreciated the company's contrie
bution to increasing British influence in Persia. Thelr
0il concession in Persia became particularly important
after the 1907 agreement batween Lritain and Russia which
divided Pexsia into three zones of influence. The south
and the north were respectively recognised as British and
Russian spheres of domination while the centre remained
an area in which both powers could operate.l2 In 1908
the Foreign Office encouraged the company to extend its
operation to other parts of Fersia. The Foreign Office
wrote to D'Arcy that it was 'most desirable from the
point of view of British interests both political and

commercial' to do so otherwise 'business will be secured

and worked by the subjects of a foreign power.'13 Evie
dently the Foreign Office kept a close watch on the COMm=
pany and even objected to the possibility that its Ca-

nadisn drillers might be replaced by Ametican ones, It



warned the company that '....a change such as that .....
almost inevitably leads to the most serious consequences.'
The Foreign Office also allowed D'Arcy to 'enjoy the
facility of cabling' to his employees in Persia 'through
the medium of His Majesty's Consular officerst'.l*
However for political reasons the Foreign Office
could not give the company a free hand in dealing with
the local rulers and its intervention served to protect
the interests of the latter as well as those of the com-
pany. As the friendship of the local rulers was impor-
tant to Britain the Foreign Office could not agree to
the company's proposed underhand methods of conducting
business deals with them. In 1909 the company's rep-
resentative in Persia, George Reynolds, took steps to
buy land required by the company from the Shaikh of
Mohammerah, not directly but through a third party. He
believed that by so doing he would secure better finan-
cial terms for A.P.O.C%5 However Britain's officials in
the area could not accept a situation which might create
ill-feeling between Britain and the Shaikh if he became
aware of this unorthodox method., The British Minister
in Teheran told the Foreign Office thatLt.-Col.P, Cox
would tassist negotiations for land on Abadan Island
if the syndicate drops the suggestion of their local
manager.' Eventually the Foreign Office authorised the
political resident in Bushire to conduct the negotia-
tions on behalf of the company after D'Arcy had agreed
to accept the British Government's decision. The agree-

ment concluded was satisfactory to the British Government,



the company and the Shaikh. The British Government
obliged the Shaikh with a loan of £16,500 of which
£10,000 was contributed by the company without the
Shaikh's knowledge. The company secured additional
land for their operation and the Shaikh obtained a
further British commitment to secure his successors'
cus tomary rights.16

That policy of intervening in the company affairs
for the purposes of extending Britain's influence, pro-
moting the company's interests and securing and defen-
ding the local rulers' rights drew the Foreign Office
and the company closer and set the scene for future
relations between the two. In South West Persia the
Foreign Office and the oil company were in a sense
mutually dependent and it was obvious that any change
in the company's British character would alarm the Fo-

reign Office.17

Eventually by 1912 it considered
A.,P,0.C.e's 011 concession as 'the most important Bri=-
tish concession in Persia' and was practically com-
mitted, as will be seen, to securing the company's in-
tegrity as a British concern.18

From the beginning of the twentieth century the
Admiralty became increasingly interested in and was
occupied by the possibility of the navy converting to
o0il fuel from coal. Admiralty officials were aware of
the work done by other foreign navies on oil-burning
warships and knew of their potential advantages. The

advantages of oil fuel over coal were considerable even
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when oil was simply burnt under ordinary boilers. To
provide the same amount of power as coal less oil and
fewer men were required. The use of oil made possible
quick refuelling which could be performed at sea, thus
giving oil-burning ships a wider radius of action.1?
Therefore the Admiralty carried out a series of trials
using oil in certain warships, and by 1905 the Royal
Navy had made substantial progress in its experiments
with o0il fuel and had firmly established itself as a
leader in this field‘among the navies of the world.zo
However, before the Navy could undertake to rely
on oil instead of coal on a large scale, it wanted to
solve the 'security! aspecf of the supply problem, The
Navy obtained its coal from South Wales and could re-
gard this source of supply as politically completely
reliable, There‘was no such security about oil. 0il was
a commodity prbduced for the most part entirely beyond
the borders of the British Empire; and almost all of
the Admiralty sources of supply were foreign. In 1910
the British Empire and British controlled ferritories
produced only 2% of the total ﬁorld crude petroleum and
Britain's main oil supplier was the United States of
America.21 Thus the conversion of warships to use oil
meant abandoning a national fuel in favour of a commodity
produced and controlled by foreigners. Such a situation,
whereby Britain's control over its oil supply in emerw
gency was threatened, naturally alarmed Admiralty offie

cials and thus influenced their policy.



In August 1903 a committee was set up to deal
with the issue of o0il fuel supply for naval use and
laid down the principles on which supply policy should
be based., Boverton Redwood, an oil expert, was asked
by this committee to give his view. He recommended
that

it would be better to furnish the Burmah 0Oil

Company with such inducement as may be necese

sary to bring about an adequate extension of

its operation than to seek to encourage com-
petitive work by others who would necessarily

lack the special knowledge and experience 22

which the Burmah Oil Company has acquired.

This influenced the Admniralty in the first place to
encourage British companies exploring and producing
oil within the British Empire. Consequently, the
Admiralty looked with interest at the Burmah 0Oil Com-
pany, a purely British concern operating within the
British Empire, and one which had acquired specialist
knowledge and experience in the oil industry., The Ad-
miralty were anxious to buy fuel oil for testing pur-
poses from the Burmah Oil Company and consequently
made an approach. During these negotiations for a sup-
ply contract the company asked the Admiralty to back
their representations to the Government of India, They
wanted that government to increase the import duty on
kerosene in order to drive their foreign competitors
out of India and at the same time withdraw the current
restriction on land concessions in India which was

23

limiting the company's operations.

Anxious to establish a trustworthy source of supply



from British territory the Admiralty informed the

India Office that the Burmah Oil Company should be

encouraged as much as possible in the interests of

the Navy and the British Empire. The principles of
promoting British oil interests and of excluding fo-
reign ones from exploiting oil in the British Empire
guided, and were further developed by a special joint
committee set up in 1904 to consider conditions in
~which oil leases might be granted in the British Em-
pire. As a result of the joint Admiralty and Colonial

Office Committee's consideration, the Admiralty put

before the Government of India five basic guidelines

for satisfying the Admiralty's desire to secure an
increased o0il supply from sources considered to be
reliable, especially in time of emergencys=-

1. That the company concerned should be and should
renain a British company in organisation and con-
trol.

2, That refining should be conducted on British soil,

3. That the right should be reserved of requiring
the concessionaire to advance development within
a specified limit,

4. That the Navy should have a right of pre-emption
of oils suitable for naval use.

5. That the concessionaire should when required pro-
duce a minimum quantity of suitable residual oils

and place it at the disposal of the Navy.z4



These regulations, especially that regarding the Eri-
tish character of the ocil concessionaire, remained in
force for many years to come and later became known
as the 'National Clause' in o0il concessions granted
within the British Empire and British zones of in-~
fluence. They indicated the desire of the British
Government, especially the Admiralty, to control an
oil supply free from foreign interference.

Naturally the Admiralty did not limit itself to
the British Empire in their efforts to secure an ap=-
propriate oil supply. In South-West Persia and the
Persian Gulf, where Britain could exert a considerable
degree of influence and which was an area to which
strategic importance was attached, the Admiralty res-
cued British oil interests from possible control by
foreign concerns, When it became known to the Admi-
ralty that the Persian oil concessionaire - D'Arcy -
was in financial difficulties and searching for addiw
tional financial support from foreign sources, they
eagerly prevented the concession from falling into the
hands of foreigners. The Admiralty brought pressure
to bear on the Burmah Oil Company to come to an arrange-
ment with D'Arcy and thus maintain the British charac-
ter of the oil concession., As the Burmah Oil Company
was also interested in D'Arcy's concession they suc-
cessfully concluded in May 1905 their negotiations
with him and formed a new company - the Concession Syne

dicate Limited - which assumed the assets of the



previous concessiocnaire = D'Arcy's First Exploitation
Company.25 After the discovery of oil in 1908 a new
company was formed, ie. A'P.O.Csy and the Commander-
in-Chief, East Indies - Rear Admiral Slade - told the
Foreign Office with Admiralty approval that from a
naval point of view 'the security of the oil company
;s more important than anything else in the northern
part of the Gulf.'26

with the airival of Churchill in 1911 the Admi-
ralty became more deeply involved with oil affairs and
was coﬁmitted to using more oil as fuel., Churchill
confirmed that when he was appointed First Lord the
Admiralty had built or were in the process of building
56 destroyers and 74 submarines solely dependent on
oil., At the end of 1911 a departmental committee of
the Admiralty sat to consider the advisability of the
further use of oil as a substitute for coal as fuel
for the Navy and to make enquiries as to the sources
of supply available. Its investigation was followed
in April 1912 by the important decision to build four
fast 611-fired battleships, thus committing Britain's
elite battleships to a dependence on oi1.%7 From now
on there could be no way back from the Admiralty using
increasing amounts of oil fuel and it became obvious
that the Admiralty would be increasingly interested
in securing an adequate oil supply and encouraging
British oil interests, especially in areas under British

influence.
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The Government of India's special responsibility
for and interest in the Persian Culf were accepted and
acknowledged by successive British Governments, It
was reflected in the fact that the political resi=
dents and agents in the Persian Gulf - Britain's cone
suls = were representatives of the Government of In-
dia and reported directly to the Foreign Department
of the Government of India. These political resi-
dents exerted considerable influence on both the local
rulers and the home government and their role will be
carefully explored throughout this thesis, The Go-
vernment of India influenced decisions taken in Lon-
don through the Secretary of State for India and therew
fore was also involved in determining oil policy in this
area.

From 1904 onwards; as a direct result of the
Admiralty campaign and influence, the India Office in-
formed the Admiralty that the 'Secretary of State for
India...s.has approved the policy of the Government of
India to confine the grant of future concessions in the

128 The Admiralty went

0il fields to British companies.
fuxrther and intended to bring the Government of India

to grant special privileges to its protege in India,
the Burmah Oil Companys and it seems that the Government
of India acceded to the Admiralty expert opinion that it
was in the Empire's naval interests to support the Rure

mah Oil Company against its rivals and to grant it addi-

tional oil leases in Burma. In 1907 the Government of



India overruled a scheme proposed by the Burma Governe
nent to allocate certain blocks of land to other Bri-
tish companies in order to stimulate competition and
instead leased them to the Burmah 01l Company., As

for the Baluchistan oil concession, another area

under India's control, the Government of India granted
it to the Purmah Oil Company despite competition from

a prominent British company offering better terms., Lord
Cowdray, on behalf of Pearson & Son Company offered the
Government of India partnership in exploring Baluchis-
tan for oil deposits, which 'would lessen the net cost
of the oil to the Government,'%? ;

However the support given to the Burmah 0il Come
pany in order to secure additional ocil leases in ter-
ritories under Government of India control should not
be seen as a company success in manipulating the Go-
vernment of India and causing it to comply with its
every demand, Other requests made by the company were
rejected despite Aduiralty support. The company
appealed unsuccessfully in 1904 and again in 1911 for
an 1ncrease'in the duty on foreign oil; and in 1905
the agreement signed betwseen the Burmah Oil Company
and the Asiatic Company (Shell's subsidiary) aroused
suspicion and was criticized by the Government of India.3°

Since the Government of India accepted responsi=-
bility for promoting to some extent the interests of

a certain British oil company which had developed



special relations with the Admiralty in India, natu-
rally the same practice was adopted in regard to another
British oil company with similar relations and operating
nearby in a strategically important area, ie., the Per-
sian Gulf, 1In the Persian Gulf, where the Government

of India conducted a policy of excluding foreion com-
mercial enterprises as a means of maintaining Britain's
paramount commercial and political status, similar
policies were rigorously applied to oil enterprises,

The Government of India was aware of the needs of A.P.0.C,
operating in Southern Persia and in many instances assis-
ted them in their operations. It seems that the Governe
ment of India, although realising that the British oil
companies 'must be treated with caution', gave up to

1912 considerable help to the two oil companies which
developed special relations with the Adwmiralty, the
Burmah Oil Company and A.P.0.C.>}

Thus by 1912 the three government ministries res-
ponsible for Britain's policy in the Persian Gulf had
committed themselves in various ways to securing and
promoting the interests of the oil company operating in
this area - A.P.0.,C. The support given to the company
did not mean compliance with every request it made nor
protection of its interests regardless of other consi-
derations, Pritish officials regarded the oil cowpauny
with a certain amount of suspicion and were never willing

to give it unconditional support. However, as a result
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of the strategic importance of the Persian Gulf and
the growing significance of and interest in oil by
Britain and other great powers, the oil company re
ceived special consideration when applying for Bri-
tish Government support and assistance. As the va-
rious government ministries were in general agreement
as to the importance of A.P.0,C. to Britain politi-
cally, commercially and strategically, the company
was in a position from 1912 to increase its influence
on the British Government, while the government for
its part was ready to consider seriously the com-
pany's requests and suggestions.32 Thus a new era

was dawning.



2., The New Era

The new era of 1912-1914 was marked by the emer-
gence of a significant British oil policy in the Middle
LLaste From 1914 onwards this foreign oil policy affec-
ted relations between the Great Powers, determined on
a national basis the division of the region's oil con-
cessions amongst the major oil companies and eventually
influenced the rate at which the region's oil deposits
were developed.,

There were three main inter-related factors which
made this oil policy unique. Firstly the government be-
came actively involved in the Turkish Empire oil cone
cessions which were being sought by British, German,
Dutch and American interests, Eventually they succeeded
in arranging the amalgamation of the European interests
under British control and together with the German Go=
vernment pressured the Turkish Government into promising
the Mesopotamian concession to this combine company -
the Turkish Petroleum Company (T.P.C.). Secondly the
British Government invested directly in A.P.0.C. =
today British Petroleum - acquiring a majority share-
holding and thus associating themselves with the com-
pany's policy abroad. Thirdly the government took the
unprecedented step of committing the rulers on the Arab
side of the Persian Gulf, where indications of oil were
in evidence, to granting the oil concessions only to a

British company nominated by the government., By so
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doing it ensured in advance its complete control over
determining which British company would secure the
region's oil concessions and on what terms. The
first two developments have been dealt with in re-
cent research in detail.1 In this study, therefore,
attention will be focused on the third development
which prevented any but a British Government nominee
from securing oil concessions in the Persian Gulf,
the deposits of which proved to be some of the most
abundant in the world.2

From 1912 onwards the oil issue increasingly
occupied the various British Government ministries.
In the Admiralty a policy was adopted which in Church-
il11's words meant that !'the supreme ships of the Navy,
on which our life depended! soon 'could only be fed
by oil.'3 As a result the First Lord of the Admi=
ralty appointed in September 1912 a Royal Commission
to study the problems involved in the increased use
of o0il fuel by the Navy., At the same time the Foreign
Office intensified its efforts to prevent oil conces-
sions falling into the hands of foreign companies in
the Turkish Empire as a means of increasing Britain's
influence. The ministry became involved in supporting
British interests seeking to obtain the promising
Mesopotamian o©il concession against increased competi-
tion from various other interests, particularly German,

Nevertheless, despite a deep appreciation of the

political and strategical importance of oil, an outsider
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was needed to combine and formulate the objectives
and interests of these two ministries into a de-
fined and acceptable foreign oil policy. During
the new era the man who greatly influenced the evo-
lution of Britain's oil policy in general, and in
particular Britain's drive to secure control over
the Persian Gulf oil deposits, was Charles Greenway.
Greenway, A.P.0.C.'s Managing Director, was
engaged from 1912 in a new campalgn to persuade the
various government ministries concerned with the
political and commercial aspects of Middle East oil -
the Foreign Office, Admiralty, India Office and
Board of Trade - that it was essential for Britain's
interests to preserve A.P.0.C.'s commercial inde-
pendence, ie. to save the company from foreign ab-
sorption. He wished to prevent his company being
taken over by Shell, which was controlled by Dutch
interests, and therefore sought British Government
support in three main areas.4 First, a large govern-
ment contract for navy fuelj secondly, a great increase
in the company's capital and thirdly, strong diplo-
matic support for exploitation of the oil deposits
in Mesopotamia and the Persian Gulf.5 In his efforts
to secure thesa special privileges Greenway indirectly
introduced the British Government to the question of
0il concessions in the Persian Gulf and bound this

issue to the broader topic of preserving A.P.0.C.'s
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commercial independence.

Greenway's campaign to persuade the Foreign Of-
fice to commit themselves to support his company's
ambitions started in earnest in the middle of 1912
after the Foreign Office had informed him of the for-
mation of a2 new company interested in the same oil
concessions which A.¥P.0.C. had been unsuccessfully
attempting to obtain for some time. In a letter
dated 23 August the Foreign Office told Greenway that
the new company - the Turkish Fetroleum Company (T.F.C.),
consisting of British, Dutch and German interests, was
seeking to obtain the Mesopotamian oil concession.

The Foreign Office, impressed by the substantial EBEri-
tish capital represented in it - more than 50% -

sought Creenway'!s comments on the possibility of amal-
camation between A.P.C.Ce and T.F.C. in order to ob-

tain the Mesopotamian oil concession and secure Britain's
control over it.6 These new developments narrowed
A.P,0.C.'s prospects of independently securing this oil
concession and placed the company in an undesirable
position vis-a-vis its sponsor, the Foreign Office.

A,P.0.C. realised that the danger of the Foreign
Office switching its political support to T.P.C. lay
in two areas. First, A.P.0.C.'s unsuccessful attempts
during the previous ten years to obtain the concession
exclusively, despite Foreign Officé support, and se-
condly, increasing German Government pressure on the

Turkish Government on behalf of German interests, which



might complicate relations between Britain, Germany
and Turkey, 1t was feared that T.F.C. might appear
to the Foreign Office to have a better prospect both
commercially and politically, of securing the Meso-
potamian oil concession for britain because the new
company, although dominated by British capital, was
supported by the German Governuent and was spon-
sored by sound comnmercial companies.7 Consequently
the Foreign Office suggestion of amalgamation be-
tween A.P.0.C. and T.P.C. threatened the former
as it meant secure British national control over this
new united company but not necessarily A.F.0.C. control.
Greenway, aware of the danger posed by the si-
tuation, rapidly set out to persuade the Foreign Cf-
fice that it was in the British Government's inte-
rests for A.,P.0.C. t0o secure control over any com-
pany obtaining the Mesopotamian oil concession. 1In
his reply to the Foreign Office Greenway emphasised
that A.P.0,C. could not accept their suggestion of
entering into some sort of association with T.P.C,
sponsors - The Deutsche Bank, The National Bank of
Turkey and the Shell Group - unless this company, T.P.C.,
were prepared to concede A.F.0.C. at least one half
share in their syndicate. The reason given for this
extraordinary demand was that if this were not done
the new united company would be under foreign control

and acting contrary to British Government interests.s
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Shortly therxreafter Greenway was able to pre-
sent personally and in great detail A.P.0.C.'s point
of view to Sir Louis Mallett, Assistant Under-Secre-
tary in the Foreign Office. 1In their meeting Greenway
stated clearly and apparently convincingly that al-
though, on the face of it, it appeared that the Bri-
tish character of T.P.C. was safeguarded by the right
reserved to the English group to appoint the chairman
of the company, who would have a casting vote, it
seemed probable that T.P.C. would in reality be mana-
ged and controlled by a foreign company =« Royal Dutch
shell.9 Greenway quickly and effectively emphasised
to the Foreign Office the objects of the Shell com-
pany which according to him was controlled by the
German Government - to absorb A.P.0.C.y minimise
world competition and impose higher oil prices.
A.P.0.C.'s Managing Director drew a bleak picture for
the Foreign Office in which he stated that unless
A.P,0.C, were supported in attempts to exploit the
Mesopotamian oil concession, his company's oil conces-
sion in Persia would be liable to come under foreign
control - absorption by Shell. This would decrease
Britain's political influence in Persia and the Fer-
sian Gulf whilst making concessions to a foreign com-
bine closely associated with Germany.lo

After influencing the Foreign Office to change

its attitude towards T.P.C. Greenway went on to discuss



the new situation with the Admiralty. In his meeting
with Admiralty officials Greenway was able to pursue
his case further by producing a new argument which
greatly influenced the development of Britain's
attitude towards oil concessions in the Persian Gulf.
He stated categorically that A,F.0.C. would fall and
lose its commercial independence to any company
which succeeded in establishing itself on the bore
ders of his company's current oilfields in Persia,}?
This additional argument,. introduced to the Admiralty
and the Foreign Office for the first time, meant that
the Fersian Gulf area, like Mesopotamia, had to be
controlled by A.P.0O.Cs in order to safeguard British
Empire interests. The Admiralty and the Foreign Of-
fice accepted Greenway's argument and immediately
translated it into practical policy by notifying C.
Marling,. the British Councillor of Embassy in Turkey,
and refusing to assist T.P.C.12

The next step taken by the Admiralty and the
Foreign Office was to enlist support from the Govern-
ment of India in their efforts to secure A.P.0.C.'s
commercial independence. The Admiralty proposed,
with Foreign Office concurrence, that the issue should
be fully discussed by representatives of the Governe
ment of India, the Foreign Office and themselves. At
the inter-departmental conference held on 20 November
1912 these representatives admitted the importance

of supporting diplomatically A.P.0.C.'s interests in



Mesopotamia and the Persian Gulf. However, Greenway's
demands, apart from that for diplomatic assistance,
created India Office and Admiralty opposition and the
meeting failed to produce the results he had hoped for =
financial aid and a large fuel contract. The Admiralty
and the India Office approved Foreign Office diploma-
_tic support for A,P.0C.C. but could not go as far as
couplying with the company's financial proposals, ie,
two alternative schemes involving British Government
financial assistance for the company. Both ministries
disapproved of suggestions to provide financial assis-
tance to a private company and to become deeply invol-
ved in protecting the company's property and interests
in Persia. It was obvious that in the event of mili-
tary protection being needed the burden would be theirs.13
However the Foreign Office, which was the first
ministry to be convinced that diplomatic assistance
alone would be useless in preserving the independence
Of A.P.0O.Csy was still determined to assist the company,
For their part they felt that exceptional measures should
be taken due to the political and strategic importance
of the region, the result of which would be to maintain
A.P.0.C,'s commercial independence.14 Therefore they
coqtinued their efforts to persuade the Admiralty and
thé India Office of the validity of their attitude.
Little success was achieved in persuading the India Of-

fice to take part in financing A.P.0.C.} but the impor-



tance of securing the company's special interests -
domination of the Persian Gulf oil concessions = was
acknowledged and had considerable influence on later
developments, especially after the war,

However, it seems that.the Foreign Office were
more successful with the Admiralty which since the
beginning of 1913 gradually attributed increasing im-
portance to A.P.0.C.'s oilfields which were reported
by the company as being abundant, Consequently the
Admiralty opened negotiations with A,P.0.C. for a
special supply contract and decided to send a com=
mission of experts, headed by Rear-Admiral Slade, to
examine: A,P.0.C.%s ollfields in Persia. Eventually
after further negotiations, (discussion of which is
beyond the scope of this thesis), and in view of
Slade's positive report the British Government in 1914
provided A,P,0.Cs with financial assistance and ac-
quired the majority shareholding in the company.15

The description of the means employed by Greenw
way to influence the attitudes adopted by the various
government ministries towards oil concessions in the
Persian Gulf has been given to illustrate the evolu-
tion of Britain's new approach regarding oil deposits
in this area. Greenway's experience in dealing with
officials and his knowledge of oil politics, which was
superior to that of his counterparts in the government,

assisted him in convincing the Foreign Office, the



Admiralty and the India Office of the political im-
portance that should be attached to Persian Gulf oil
concessions. In fact, he laid the foundations for a
new and positive attitude to be taken shortly after
by the British Government which meant an even deeper
government involvement in the quest for the region's

oil.
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3. The Making of a ‘'National Champion!

As has been ﬁinted before the British political
résidents‘in.the‘Persian Gulf were active in securing
Britain's speéial interests in the area., They had
been deeplybinvoivéd fﬁr many years in promoting Bri-
tain's commercial and political interests and exer-
'cisea considerable influence locally and in London.1
Lt.-Col.P.Cox, the senior political resident in the
Persian Gulf, for instance, admitted that he ‘'saw
his ambition to make the Persian Gulf an exclusively
English sea.'2

In June 1912 Cox, in{luenced by xumours of the
existence of 0il deposits in Kuwait and eager to streng-
then Britain's influence there, (a policy which had
been in operation since 1900 in connection with the
importance attached to the Baghdad railway), sugges-
ted to the Government of India the necessity of se-
curing an option or concession for these oil deposits
from the Shaikh of Kuwait before the British Govern=
ment concluded its various agreements with the Ture
kish Government. Nevertheless the Government of India
and the Foreign Office in June 1912 were still not pre-
pared‘for such action.3

However, between June and November ;912 unrela-
ted developments influenced Cox to reintroduce the issue

of oil concessions in Kuwait. The first was the commence-
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ment of Greenway's campaign to enlist government supe
port to prevent the T.P.C. from obtaining oil conces-
sions in the Turkish Empire, especially in Mesopotania
and the Persian Gulf, The second was the formation
of the Royal Commission, headed by Lord'Fisher. to
investigate and solve among other things the security
aspect of oil supply to the British Navy, before which
many experts were invited to present evidence.4

The coriespondence which then ensued between the
various govefnment ministries and the evidence given
by experts on oil matters before the Royal Comuission
was regulariy distributed among British officials in
the Middle East. Cox's opinion was strengthened by
Greenway's arguments and he believed that Britain
should obtain the fixst option on oil xights in Kuwait.
By so doing, According to Cox, Britain would secure
the o0il concession for a chosen British company and
prevent any attempt by the Turkish Government to in-
clude the Kuwait oilfields in concessions they might
grant to foreign interests.5

The third development however provided a unique
opportunity for Britain to search for oil deposits in
Kuwait without raising foreign and local interest and
expectation. 1In November the Shaikh of Kuwait asked
Britain to assist him in furnishing the town of Kuwait
with an adequate water supply. Cox, having received

the Shaikh's request from Shakespear, the political



agent in Kuwait, urged the Government of India to
send a geologist to examine ostensibly the water
potential and secretly the o0il potential. Cox, the
political resident in Bushire, and Shakespear, well-
acquainted with local conditions, insisted upon kee=
ping the search for oil deposits secret from the
Shaikh of Kuwait and his subjects for political rea-
sons, Shakespear assumed, and it appears correctly,
that after Britain had assisted the Shaikh in his
cuest for water supplies 'he will be prepared to

agree to almost anything we[britaid]like to ask.'6
The Government of India, after receiving Fo-

reign Office aPprova;, consented to send a geologist
to Kuwait to géarch for water and oil, choosing a
member of the Geological Survey of India to conduct
the search. His oil report -~ the first geological
survey of Kuwait's oil potential = was kept separate
from the water report and was published in May 1913
only for British officials, It indicated

that the chances are not unfavourable and

that an oil company would not require much

inducement to test it, if protection and -

permanencyof concessions were guaranteed,

This promising report was known to the Foreign
Office when Captain A., Wilson, Cox's deputy, suggested
to them in the middle of Greenway's campaign that Bri-
tain should obtain a concession for the Kuwait oil

deposits ?that are not unpromising and which are well

suited from a strategic point of view.'8
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Ey then, in August 19132, as has been seen above, the
Foreign Office and other government ministries were
aware of the political importance of oil concessicns
in the Persian Gulf and knew of the importance atta-
chad to these by A.P.0.C. The Foreign Office sugges=
ted to the other government ministries involved in
oil matters = the Admiralty, the Government of India
and the Board of Trace -~ 'that there may be an advan=
tage in securing an option to these wells, in favour
of a nominee of His Majesty's Government from the
Shaikh of Kuwait.'9

The Government of India, in view of their gene-
ral cdesire to tighten control of the area, quickly
gave their ccnsent to the Foreign Office proposal.lo
The Admiralty, which was at the time conducting the
negotiations with A.,P.C.C. for financial assistance
and a fuel contract, indicated the importance they
attached to oil in the Persian Gulf, The Admiralty
proposed immediately to the Foreign Office that kear
Admiral Slade's Commission, which had already gone fo
examine the Fersian oilfields, be allowed to visit
Kuwait and Bahrein to prospect for oil deposits, 1In
addition they advised the Foreign Office that after the
Commission had seen the oilfields in Kuwait and Bahe
rein the political resident should secure options for
the oil concessions.11

After the decision was reached quickly and

unanimously in London the Government of India instructed
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Cox that he should commit the Shaikh of Kuwait to
grant oil concessions only to a Eritish Government
nominee. Shortly thereafter Cox himself visited
Kuwait and persuaded the thaikh to permit for the
first time British officials - the Admiralty Com=~
mission - to search for oil in his territory and
to promise to grant the oil concession only to a
| British company nominated by the Eritish Govern-
ment.12 (Needless to say, the previous geolcgical
survey for oil had been conducted without the
€haikh's knowledge and permission and its conclu-
slons were kept secret from him.)13
As the Shalkh was ready to comply with all that
the political resident, Cox, regarded as advanta=-
geous, he promised 'to show the place of bitumen
in Burgan and elsewhere' and promised *‘never to give
a concession in this matter to anyone except a person

14 rhat obli-

appointed by the BEritish Government.'®
gation became an exemplary commitment which the Eri-
tish Governmnent secured later from other Arxab rulers
in the Pexsian Gulf., In 1914 the rulexr of Bahrein
gave the same pronise after considerable pressure had
been exerted and after the Great War other rulers in
the Fersian Culf followed suit.ls

This restrictive agreement, which the British
Government interpreted as giving them the right both

to appoint a nominee to obtain Kuwait's oil concession



and to participate in the negotiations and deternine
the concession terms, characterised the new British
Government approach to oil concessions in the Per-
sian Gulf, Freviously the Shaikh of Kuwait had
been bound (as had other rulers) by a converition
not to -cede, sell, lease, mortgage cr give for occu=
pation or for any purpose, any portion of his terri-
tory to the governuent or subjects of any other
power without previous consent of His Majesty's Go-
vernnente. 16 llowvever, regarding the oil concession
this commitment was not satisfactory to the Erxritish
Government because it did not confer the right to
decide which Eritish company would obtain the conces-
sion. To use a Eritish official's words - 'the ex=-
clusion from possessing concessions not only of fo-
reigners, but also of unsuitable British subjects
is desirable,'17

The Admiralty fully supported the new Foreign
Cffice policy in Kuwait., Slade's Commission, which
was sent to examine A.,P,0.C.'s prospects in Fersia,
also visited Kuwait and nade enquiries about its oil
Potential, The Admiralty, aware of Kuwait's strategic
importance and the ease with which oil installations
could be defended due to the proximity of the sea,
wished to secure Eritish control over the oil deposits.
In the o0il conference held at Delhi immediately after

Slade's visit to the Gulf, he assured the Government



of India that 'steps are being taken to ensure that
any development in Kuwait is British.! 18

This new British Government oil policy emerging
in the Persian Gulf was different in aim and implementa-
tion from the previous policy as the Foreign Office
and the Admiralty now insisted on having the right to
choose amongst the British companies the future oil
concessionaire., That fundamental change obviously
produced also a change in Foreilgn Office practice
when asked to support British interests competing for
oill concessions in the Persian Gulf.

The Foreign Office was involved generally in
supporting various British oil interests in their
competition against those of other powers in the
Middle East. Any British company which wanted to
secure Foreign Office diplomatic support for their
claim had to be the first company in the field and
the first company applying for diplomatic support
regarding a specific oil concesdon, That criterion
of 'first come, first served' was the simple, justi-
fiable means of handling delicate situations where
the Foreign Office had to decide which British company
to support against others in the case of more than one
competing for the same concession.

However, this principle did not guarantee Fo=-
reign Office diplomatic support to British interests

in their drive to secure oil concessions in the Persian



Gulf because the Foreign Office wanted to secure
these concessions for its own special nominee in
this part of the world. The Foreign Office could
no longer support the first application from a Bri-
tish national interested in oil concessions in the
Persian Gulf, and therefore the first applicants to
approach the Foreign Office were denied diplomatic
assistance.

The firxrst two Britons to be interested in oil
concessions in the Persian Gulf and to apply to the
Foreign Office for assistance were R.H. Silley and
Lord Cowdray. However both were denied British
Government assistance and were discouraged from fur-
ther activity as A.P,0.C. was being promoted to do-
minate the region's oil concessions. The company,
as seen above, was able to relate successfully the
matter of their commercial independence to their
need to control oil concessions near their Fersian
oilfields and to influence the British Government
to act accordingly?o

However for political reasons total support in
some cases had to be modified, In March 1914 the Fo-
reign Office decided, and consequently convinced the
other government ministries, that A.P.0.C. should
not be backed in its attempts to obtain exclusively
the Turkish oil concessions in Asia, ie. Mesopotamia,
the Persian Gulf and Arabia. Instead the Foreign

Office suggested that the new T.P.C. which they had
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. helped to form, of which 47,5% was controlled by
A.,P.0,C.y 25% by the Deutsche Bank and 22,5/ by the
Royal Dutch Shell Company, (5% by Calouste Gulben-
kian), was the best choice through which to secure

Britaints control of the entire Ottoman concession
1

‘

in Asia.2

This decision, whereby T.P.C. from March 1914
was chosen to succeed A.P.0.C. in safeguarding Bri-
tain's 0il interests in the Persian Gulf, except Ku=-
wait, was rooted in the development of detente be-
tween Britain and Germany regarding their rivalry over
commercial enterprises in the Turkish Empire. From
1910-1914 Britain and Germany came to recognise each
other's special interests in the Turkish Empire and
were able to conclude a series of agreements between
themselves and the Turkish Government.22 By October
1913 Alwyn Parker and R, von Kuhlmann, the Counsellor
at the German Embassy in London, agreed 'that it
would be very undésirable to leave the oil question
unsettled when so much in regard to other questions
between England and Germany has been settled.'23

The Foreign Office, in its efforts to come to an
understanding with Germany and to secure Britain's in-
terests in Mesopotamia, accepted the Turkish proposal
of an amalgamation between British and German interests
competing for oil concessions in Mesopotamia. By
forcing A.P.0O.C, to modify its former demands and accept

German participation in the Mesopotamian oil concession,



the Foreign Office was encouraging a satisfactory com-
promise, After prolonged negotiations, already well
described, an agreement was reached between British
and German interests regarding oil concessions in the
Turkish Empire. The new T.P.C. was accepted by the
British and German Governments as their nominee for
oil concessions in the Turkish Empire including the
Persian Gulf, thus obviously guaranteeing the com-
pany's success. Article 10 of the so called Foreign
Office Agreement signed on 19 March by the companies
and the governments' representatives restricted the
companies comprising T.P.C. 'not to be interested
directly or indirectly in the production or manufac-
ture of crude oil in the Ottoman Empire in Europe and
Asia'y except in Egypt, Kuwait and the 'transferred

territories!' on the Turko-Persian frontier, 'other-

wise than through I.P.C.'24

As a result of this important article the Kuwait
0il concession was excluded from any concessions which
might later be granted to T.P.C. in the Turkish Empire,
It meant, therefore, that the Kuwait oil concession
could be applied for by A.,P.0.C. independently of {its
partners in T.P.C. However this clause, which during
the twenties was the basis for the famous Red Line
Agreement, prevented on the other hand A.P.0.C. and
the other participants in T.P.C. from securing inde-

pendently oil concessions in this vast areaj Mesopotamia,
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the Persian Gulf and Arabia. The Foreign Office sup-
ported that commitment, which meant that only T.P.C.
would be nominated by the British Government to ob-
tain oil concessions in the Turkish Empire because
in their political judgement this company would be
the nost expedient., In this way Britain's domination
over the 0il concessions in the Middle East would be
secured,’

However, A.P.0.C, had some second thoughts, a
fact not mentioned in the major research already
done into I.P.C.25 Immediately after signing the 10
March agreement the company attempted to file for
'permis de recherche' for o0il in Nejd and secure the
concession independently, (ironically the Nejd area
proved during the thirties to be the richest area
in o0il deposits in the whole of Saudi Arabia). After
receiving a Foreign Office ultimatum to cancel this
application, Greenway complained to the Foreign Of-
fice that 'the retention of the article in question
was only agreed to by us tentatively, subject to
further discussion.' Greenway added another point
which Parker, who dealt with the o0il issue, described as
a lie eessethe foreign members of T.P.C., insisted

very strongly on the inclusion of this ar-

ticle.sse.and we were not in a position to

xesist their contentions on this point

without a definite expression of the views

of His Majesty's Government which had not
been obtained.' 26

The Foreign Office, in its desire to avoid future

confrontation between British and German interests



supported by their relative governments, brought
pressure to bear on A.P.0.C. to comply with Article
10 of the 19 March agreement.27
ieanwhile, another development strengthened the
Foreign Office decision to support T.FP.C.'s and not
AsP,0.Cs's drive for oil concessions in the Turkish
Empire. The British Government's intention of becoming
the major shareholder in A.P.0.C. and of furnishing
the company with financial assistance posed a new prob-
lem for the Foreign Office. It feared that A.F.0.C.
in its new form with the British Government as a major
shareholder might endanger the integrity of the Turkish
Empire. Farker was convinced that
there would in all probability be strong ob-
jections of foreign policy to His Majesty's
Government becoming interested as a share-
holder directly or indirectly in the Mescpo-
tamian o0il concession. 1) The Turks would
not like a foreign government to particie=
pate and 2) that if His Majesty's Government
participated in the Mesopotamian oil conces-
sion the French Government might wish to
participate in a similar concession in Syria,
and the Russian Government in Armenia. 28
Those arguments lay behind the Foreign Office wish to
distinguish between A.P.0.C., and the D'Arcy Group,
(a subsidiary of A.P.0.C. and holding the biggest
share in T.P.C.), and they influenced the Foreign Of-
fice in deciding that politically T.P.C. was more ad-
vantageous than A.P.0.C. for securing Britain's oil
interests in Asiatic Turkey. T.P.C. was predominantly
British and this arrangement thus had the effect of

securing the whole of this area for interests which were
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predominantly British. Therefore the Foreign Office
discouraged A.P.0.C.'s efforts in Nejd and Basra and
encouraged T.P.C., to file independently for 'permis
de recherche! for oil in Nejd and Basra.

However, as regards the 'transferred territories!
and Kuwait, both were secured for future exploitation
by A.P,0.Cs The Foreign Office succeeded in promoting
the company's interests by inducing Turkey and Persia
td agree to recognise concessions granted by the other
near the border between the two countries., This meant
that regardless of the outcome of the border dispute
A¢P.0.C.'s concession territory would not be reduced.29
As Kuwait had been excluded from the scope of the
Asiatic/Turkey oill concessions because Britain had re-
fused to admit the territory was part of the Turkish
Empire, A.P,0.C. were given special privileges.

A company geologist who had accompanied Slade's
Commission in the Persian Gulf was allowed to carry
out a geological survey for oil in Kuwait and Bahrein,
It seens that in general it was accepted that even-
tually the company would extend its operation into

Kuwait.3°

Nevertheless, although the British Government
granted A.P.,0.C. special privileges, they declined
for some years to meet the company's request to open
negotiations for the Kuwait and Bahrein oil concessions,
On 24 February 1914 the company informed the Foreign

Office that the report of their geologist was encouraging
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as to the prospects of oll being found in Kuwait and
Eahrein ancd asked the Forelgn Cffice for diplomatic
assistance in obtaining concessions there, The Fo-
reign Office immediately sought the comments of

othexr government ministries ~ the Acdmiralty, the

Board of Trade and the India Office = and it sceus
that all agreed that the present moment was not appro=
priate for granting the company further oil conces-
sions,

The primary reason for A.P.0.C.'s failure to
obtain these concessions in the Persian Gulf before
the Great War, despite their willingness and their
advantageous position vis-a-vis other British inte-
rests, could be explained by their prolonged nego-
tiations with the British Government for ‘'special
relations', Up to the beglnning of the First World
wWar the company was engaged in trying to concluce an
agreement with the British Government in order to
secure its commercial independence. Therefore the
various government ministries in London conducting
the negotiations with the company preferred not to
take steps to grant A.P.0.C. oil concessions in the
Fersian Gulf and declined to couply with the conpany's
reqguest to start negotiations for the Kuwait oll con-
cession until the agreement with it was satisfactorily
concluded.31

TePeCe's concession in Mesopotamia did not mate-

rialise either. Although the British and German
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Governments exercised considerable diplomatic pressure
on the Turkish Government with the result that the
Crand Vizir promised to grant the company the Mesopo=-
tamian 01l concession, the Great War was soon to start
and with it the destruction of the Ottoman Empire and
the beginning of a new order in the Middle East,

In the period leading up to the Great War the
British Government promoted two companies for oil con-
cessions in the Persian Gulf area, A.FP.0.C. was en=
couraged and was granted special privileges to search
for oil in Kuwait, where the British Government had
secured in advance the right to choose the o0il conces-
sionaire and had excluded the territory from any cone
cessions which the Turkish Government might grant, 1In
other parts of the Fersian Gulf, where the Turxkish
Government was recognised as having the right to grant
the o0il concessions, as in Nejd and Basra, the British
Government for political reasons chose T.P.C. to be
its nominee. Nevertheless A,P.0.C.'s interests were
safeguarded as the company was given the largest share

in T.P.C.y ie. 47.5%, and in fact dominated the com-

pany,

The promotion of these two companies by the British

Government for oil concessions and the commitment of the
local authorities to abide by such a choice indicated
government intention to become deeply involved in the

quest for oil in the Persian Gulf, The government was



obliged to support its nominees vis-a-vis other go-
vernments and to prevent other oil intereste, whe-
ther British or foreign, from entering the field.
However, as the oil issue could not be isolated from
diplomatic considerations it became subordinate to
Britain's foreign policy. Therefore to avoid tension
with Germany in the Middle East a combine incluvding
foreign interests « T.P.C. = was also nominated to
obtain a foothold in the Persian GCulf instead of
securing the region exclusively for a purely British
company - A,P.0.C. Furthermore as the British Go-
vernment appreciated the potential political danger
in becoming closely tied to A.P.0.C., which copera-
ted abroad, it was decided that control should be
exercised over company dacisions on matters which
might affect government foreiogn, naval and military
policy.

Nevertheless, despite foreign policy considera-
tions, Britain succeeded after a short while in sccue
ring domination over the Middle East oil deposits and
securing its special oil interests as a naval power,
The evolution of a successful oil policy in the rer-
sian Gulf was partly due to the broad understanding
existing between the government ministries as to the
importance of securing A.P.C.C.'s special interests
in the area and exploiting the oil deposits for Britain.

That conviction which suited the particular interests



of the Foreign Office, Admiralty and India Cffice

at the tiwe, characterised Britain's oil policy in
the Fersian Gulf. Duxing the war this common under~
standing disintegratedes This caused considerable
confusion in deciding Britain's oil policy, and

thus affected A.l'.0.C.'s prospects of securing ccne-
trol during the war of the cil deposits in Kuwait as

in other paxts of the Middle iast.



4., The Wwar Years

Though the outbreak of war between Britain, Ger-
many and Turkey obviously meant that the quest for oil
concessions in the Middle East had to be postponed,
A.P,0.C, continued its efforts to secure control over
the 0il deposits in areas situated near its Persian
oilfields. As the company's status vis-a-vis the Bri-
tish Government had improved considerably since 1914,
the company's directors were led to believe that des-
pite conditions affected by the war their plans would

soon come to fruition,

.

By the beginning of the war the government and
company's close relations finally became legally re-
cognised in the form of a unique agreement signed by
the two. The agreement, concluded on 17 May and ap-
proved by Parliament on 10 August, made the British
Government the major shareholder in the company in
exchange for £2,2 million. 7This agreement comprised
several sections which secured the Admiralty and Fo-
reign Office's objectives and reflected Britain's
original oil policy.

Admiralty interests were safeguarded by the supply
‘contract committing the company to supply the Navy with
six million tons of oil fuel at a specially reduced
price over the next twenty years. In addition, the

Agreement provided the Admiralty with preemptive rights



to purchase any oil fuel produced by the companyj; and
in time of war the 'entire stock and production' of
the company's oil fuel was to be held 'at the disposal
of the Admiralty.'1 Foreign Office interests were
safeguarded by ensuring the company's British charac-
| ter and by the British Government's right to exercise
a veto on company decisions in matters of foreign and
military poli.cy.2 These two main principles, ie. to
maintain the company's British character and to grant
the Admiralty the right of pre-emption of oil fuel
produced, emerged as the core of British oil policy.

However, the British Government's new formal
relationship with A.P.0.C.y criticised by foreign
powers and other oil companics.3 did not benefit
the company as its directors hoped. During the war
Greenway and his colleagues sensed a change in the
Foreign Office attitude towards A.FP.0.C. and very
quickly realised that Foreign Office support partia
cularly for the company's oil claims in the Persian
Gulf and Asfiatic Turkey was declining. Indeed, a
new Foreign Office attitude towards A.P.0.C.'s oil
claims evolved during the war thus determining in
particular A,P.0.C.'s prospects of securing Kuwait's
and other oil concessions in the Middle East.

The first indication of a possible conflict of
interests between the Foreign Office and the oil come
pany came to light when the Foreign Office decided to



consider the 19 March agreement signed between the Bri-
tish and German interests concerning the Mesvpotamian
oil concession no longer legally valid. As a result
of the war the Foreign Office believed this course of
action would be the best method of eliminating Ger-
man interests from 'regions which in all probability
will eventually fall within a British sphere of in-
fluencc.'4,.A.P.o.c..for its part favoured the agree-
ment which gave them control over the Mesopotamian
oil concession and. they feared the Foreign Office de-
cision might prejudice their position. Therefore
the company urged the Foreign Office to uphold the
agreement and to allow the company to obtain its pro-
per share 1n_T.P.C.5, Consequently the Foreign Office
succeeded in obtaining the company's and other govern-
ment ministries' concurrence after promising that
'the necessity of safeguarding so far as possible the
interxests of the British parties to that agreement will
not be lost sight of.!°

This slight incident revesaled a far more serious
development with far greater consequences - a growing
division between the Foreign Office and Admiralty atti-
tudes towards A.P.0.C. Admiralty officials apprecia-
ted to a greater extent the importance of A.P.0.C,'s
oil supply contract and believed that the company
could in future reduce the navy's heavy dependence

on foreign oil. Therefore the promotion of the British



Government-controlled company « A.P.0.C. became of
great importance to the Admiralty and resulted in a
joint stand with the company on. some oil issues, par-
ticularly in support of claims for additional oil con-
cessions, - As a result the Foreign Office had to as-
sure the Admiralty that provision would be made in

the peace terms to secure the company's 1nterests.7
The anticipated conflict between the Foreign Office
and the company and its ally, the Admiralty, was post-
poned during 1915 because the Foreign Office still
considered it advantageous and important for Britain
to promote A.P.0.C."'s interests,

Nevertheless, soon afterwards the Foreign Office adop-
ted a new attitude, thus initiating a period of ten-
sion with the Admiralty with serious consequences for
A.P.O.C. This new attitude adopted by the Foreign Of-
fice became prominent in March 1916 after A.P.0.C.
suddenly requested Foreign Office support in obtaining
‘complete oil rightsover any portion of the Turkish
Empire which may come under British influence.' The
oll company had very carefully t;nod its approach to
the Foreign Office for promises of the oil concessions
in Mesopotamia and the Persian Gulf, Greenway, the
company's chairman, was aware of negotiations between
the Shell Company and Foreign Office officials during
January 1916 which were intended to explore ways of
bringing Shell under British control. He was afraid

that the Foreign Office might promise to support Shelltg



oil claims in Asiatic Turkey as an inducement to bring
Shell under British control,.

The Foreign Office, surprised by this sudden de-
mand and with Shell's proposals still under review,
suggested to the other government ministries that the
government's attitude on the oil issue should be reas-
sessed, . In addition, . the Foreign Office's answer to
A.P,0O,Ce's 01l request was that 'the whole question'
of oll concessions in Asiatic Turkey 'will be consi-
dered at a later date.'q A,P.0.Cs) already suspece
ting a growing affinity between the Foreign Office
and Shell's directors, immediately asked the Foreign
Office for assurances that this postponement of a
decision did not indicate any intention 'to grant oil
concessionsin the territory in question to any other
group.' The company reminded the Foreign Office that
the British Government had

acquired a two thirds interest in this com-

pany and therefore that it is not in the in-

terest of the nation that any other rival

group -« whether British or foreign -~ should

be allowed to acquire concessions in the
territory in question.9

Mcanwhilo. thc Forcign Oflicc 1nformed vatious
ministrics - the Admirilty. the India Officc. the Board
of Iridc and the Treasury = of its “cvi;dd’Aétitude. It
suggestcd constituting a :eally poworful and cfficicnt
oil combine, 10. that the Roytl Dutch Shcll Group
should be brought 'undcr Bri tish contzol by an amnlga-
mation with the Burmah and Anglo Pcrsiln companies, or

othcrwisc.' and entrusted with the oil concessions of
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Asiatic Iurkey.;o

To understand this turneabout in
Foreign Office opinion, criticised by the Admiralty
'as in direct conflict with those previously held
by the Foreign Office', it is necessary to refer
once again to the motives behind the Foreign Office's
support for A.P,0.C. 1

. As seen above, the original reason for the Fo=-
reign Office's involvement in oil matters was in or-
der to increase Britain's influence abroad, and the
support given to A.P,0.,C. was not without regard to
other diplomatic considerations. According to the
Foreign Office, the war 'strikingly demonstrated the
power which H;M.é. have ¢¢.ee. On neutral countries
by thcir ¢xisting control of bunker coal,' Hence
with the agﬁstitution of oil for coal as a navy fuel,
the Foroignloffice feared that 'this influence may
largely paa; to foreign countries' most dangerously
to the cnamy. Germany, Foreign Office officials be-
lieved Gcrﬁ;ny to have a far greater control than
Bri tain of oil supplies. This remarkable conviction
which was far tran true was paztly the result of Green-
way's campaign ngainst Shell's association with Ger-
many and pa:tly due to the fact that German capital
had participatod in oil production in Central and
Eastern Eq;opg. particularly in Rumania.? The war
proscntedf; géldgn opportunity for bringing under Bri-
tish cong;oi'agciant concern believed by the Foreign
Office té be '%n AVeNuUR.ss s . fOor German economic

1
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penetration' in the Middle East and which apart from
the American companies was Britain's main oil sup-
plier after the outbreak of war.13

Evidently during the first eighteen months of
the war the Royal Dutch Shell Group, which was in
fact 407% British, rendered valuable services to Bri-
tain's war effort and its directors expressed their
readiness 'to make sacrifices in order to enter into

14 Therefore the Fo-

closer relations with H,M.G,!
reign Office considered it to be more advantageous
to wean the Shell Group away from German influence
rather than to support A.P.0.C.'s monopolistic oil
claims in Asiatic Turkey, a move which would definitely
alienate the Shell Groupe. Thus the Foreign Office
stated its strong opposition to ¢giving A.P.0.C. pre-
ferential rights for the Asiatic Turkey oil conces=
sions.15

Naturally the Foreign Office's revised policy
drew immediate protest from the Admiralty. Six days
after being notified of the new Foreign Office view
the Admiralty succeeded in holding an interdepart-
mental conference, without Foreign Office representa-
tives being present, to make decisions reflecting the
Admiralty's point of view. On 8 March delegates from
the Admiralty, India Office and the Board of Trade
decided unanimously to reject Shell's proposals, which
had been submitted previously to the Foreign Office,

and to 'retain the existing all-British interests......
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and trust to their developing at a future time suf-
ficient resources to supply a large proportion of
our tequitements.'16

Foreign Office officials were understandably
angry when they learnt of the conference and its de-~
cisions. As they had already suggested holding a
conference to discuss the oil issue and had informed
the other ministries of their different view, they
felt 'deliberately excluded' and raised opposition
to A'Pe0OsCe's extensive surveys at the instance of
the Admiralty in the Persian Gulf arca.17

The Admiralty'!s view also needs clarification.
Admiralty officials did not oppose the idea of
bringing the Shell Group under British control be-
Cause they were aware, as many other British offi-
cials, of the group's contribution to Britain's war
effort,. The Admiralty directors of contract and
stores fully agreed that 'Shell have been a great as-
set to us' and considered it desirable !to secure

8 In its reply to the

British control of the group.'1
Foreign Office suggestion to bring the Shell Group
undexr British control the Admiralty clearly stated its
readiness !to consider any means for securing British
control' over the group.19 In fact the Admiralty's
only criticism was of the Foreign Office's hostile
attitude towards A.P.0.Csy &and they were opposed to

schemes which involved the sacrifice of the interests

and independence of A.P.0.C,
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Careful examination of the actual views and po-
sitions held by these two ministries. the Foreign Of-~
fice and the Admiralty, is necessary in order to
uﬁdetstand in general the flﬁciuations in Britain's
oil policy and in particular the reasons underlying
A.P.0,Ce's failure to securé British Government sup-
port for their oil claim in Kuwait during the war,

The company continuad thcir efforts, begun before the
war, to secure a formal commitment from the British
 Government for their future exploitation of Kuwait
oil depositi. | '

A.P;O.C.'Q directors in London and the fcrsi&n
Gﬁlf conducted paiallcl ncgotfations with British of-
ricials in order td strengthen the company's claim
and position in Kuwait. In October 1915 it pressed
for permission to carry out a g‘ological suxvey of
Kuwait's tcrritory. | Hiving ioccivcd Governmert of
India pcrmission. Cox. thc senior political resident
in the Gulf. passed a mcssago to the company that
'there is now no objection on the part of government'
to the company examining Kuwait's territory for 011.20
Acting on his own initiative, the politicallagont in
Kuwait offered to give every possible assistance to‘
the company's géological staff, However, according
to the company, their geoclogical eﬁployccs were fully
occupied in Pcrsiﬁ; and they informed the British of-
ficials in the Gulf that the work would have to be

dclaycd.zl



It was a year before the company again approa-
ched the political resident in the Gulf to ascertain
whether their geologist could survey Kuwait and other
territories in the Persian Gulf for oil deposits. As
regards Kuwait, Arnold Wilson, who had now replaced
Cox, answered that the work could be carried out at
once, 22 Again the company remained inactive for six
months until Wilson informed them that the political
agent in Kuwait thas discovered an extensive bitumen
deposit.,' Even then the company reply was that 'none
-of ourxr gaoloﬁists are available' and a request was
made for.ﬁoxe‘details and a sample of the bitumen
discovered. Only after receiving and examining the
samples did the company send a geologist to Kuwait
who confirmed previous reports indicating oil de-
posits in Burgan.23 '

‘The company!i peculiar bchaviour whereby on
the one hand they pressed for permission to survey
Kuwaitt's territory for oil and on the other hand de-
‘layed in sending their geologist, despite official .~
British permission and encouragement, was the first
indication of their policy in Kuwait, a policy which
continued after the war, Originally the company .
wished to secure domination over Kuwait's territory
80 as to prevent any other company from penetrating
the area and endangering theix flank,

However other priorities and financial considera-

tions compelled the company to postpone any substantial
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expendi ture in Kuwait, Their priorities led them to
develop their rich Persian oilfields, develop distri-
bution and refinery facilities, construct a tanker
fleet and make strenuous efforts to control the oil
concession of Mesopotamia where rival interests were
competing., These targets, striven for by the com- -
pany during and after the war, were considered to be
essential to safeguarding its commercial survival,
The company was still small and relatively insignifi.
cant in ‘the world petroleum industry and their finan-
cial resources were not sufficient to meet the rate
of development planned, especially as they were res-
tricted by the British Government in raising extra
capital on the stock market.>4 1In addition, the com-
pany'!s government contract for supplying the navy with

cheap oil fuel and the long-term agreement with the

5

Shell Group limited its profitability.2 "It was only

in 1917 that it started to pay a dividend to its share-
holders and in 1918 that it obtained British Govern-
ment consent to raising part of the extra capital re-
quired on the stock market, -

Therefore it seemed that the only way open to
the company to secure their special interest in Ku-
wait lay in trying to strengthen their position in
relation to the British Government so as to deter
any other group from entering the field, and in post-
poning any costly activity until such time as their
financial situation improved. This the company did;



and on 10 October 1917 they formally requested the
India Office, the ministry rgqunsible for the Gulf,
to grant them the 'petroleunm :1ghts ;n Kuwait', The
company explained to the ministry that they had'car-
ried out at the instance of the Admiralty' a thorough
geological examination in Kuwait and wished to secure
their claim 'before 1pcuxring‘the large amount of
maumuemmamn'mwa3°»

After considering the application and obtaining
the yicws of t§¢ Viceroy and Cox, the India Office
Qﬂnﬁtally’favogred the idea of‘suppcrting the com~
pany in socuzing‘xuwait': oil concession. Acco;ding

_to the ministry, local considerations indicated that

‘the balance of advantage would appear to lie in

Supporting the company's application.'27 The Foreign

Office, upon receiving the India Office's verdict,
_referred the application together with their opinion
, to.thc Petroleun Exocutivp! a ncw'oxganisation fOor=
med to advise the British Government on oil affairs
during the war. The Foreign Secretary, in accordance
with the Foreign Office's revised policy conceming
a@ditional_oil concessions foxr A.P.0.C. as described
above, also linked the Kuwait oil concession to 'the
general question of oil and of various concessions
in the newly occupied territories at the head of the
Gulr, 128 This decision diminished A,P.0.C.'s prose
pects of obtaining British Government support during

the war for their oil claim in Kuwait because from
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now on the concession became part of a broader issue
facing the British Government = that of to whom and
on what terms the Asiatic Turkey oil concessions
would be entrusted,

‘It seems, therefore, that the Foreign Office
not only changed its attituda towarxrds A.P,0.C.'s
oil claims in the Gulf but also towards the question
of the Kuwait oil concession. - If before the war the
Foreign Office successfully separated the Kuwait
oil concession from those in Mesopotamia « the Fo-
reign Office agreement of 1914, Article 10 = it had
now reversed its attitude and considered that grane
ting the Kuwait oil concession should be delayed until
such a time as the government had definitely decided
upon their oil policy in Mesopotamia. The Petroleum
Executive, a new organisation which was later recon-
stituted and renamed the Petroleum Department, echoed
the Foreign Office view and reached the obvious cone-
clusion that !the granting of petroleum rights in the
newly occupied territories' including Kuwait, 'should
be witheld until such time as some definite policy
has been agreed upon as to the manner in which our
future supplies of petroleum products can be secured, +29
The Admiralty, although supporting the company's
claim, also agreed that the application should be
dealt with as part of a wider question facing British

oil policy.
As a result, the India Office informed A.P.0.C,



that the government could not support their appli-
cation at present, as the issue came under the broa-
der heading of the Asiatic Turkey oil conccssions.so
-Nevertheless, undaunted, the company again pressed
the Foreign Office socn after for some kind of Brie
tish Government rxecognition and support for their
Kuwait oil claim, But this time, in accordance with
the new Foreign Office definition, they requested
an extension of their claim for the Mesopotamian con-
cession 'so as to cover the territory of Kuwait.'31
However, from May 1918 the British Government and
A.P.0.C. were occupied in other more pressing matters.
The British Government was engaged in the final
stages of the War and the peace settlement, and on
the question of oil they found themselves in ficrce.
competition with their allies for a share in the
Asiatic Turkey oil deposits. France and the United
States of America became more determined than ever
to secure a share in the estimated oil reserves of
the world>2

In the United States of America the outcry
that America's oil deposits were fast declining
grew louder and affected United States' foreign po-
licy. The intense desixe to gain a foothold in the
oil deposits in former Turkish territory was ini.
tially justified on the grounds that the Allies
had relied heavily on oil supplies from America and
'floated to victory on a wave of[ihiq]oil.'as. The



State Department considered that the territories ta-
ken from Turkey were spoils of the common victory

to which the United States had so largely contribu-
ted, and therefore American commercial interests
should be accorded equal opportunities.

. 1n Addition, Britain's policy of excluding fo-
reign oil interests from the Empire and British zones
of influence = the nationality clause « caused cri-
ticism in the United States. This policy obviously
applied especially to American oil interests and
was answered accordingly by America. In mid-1919
the State Department ordered its diplomatic officers
to give assistance to all legitimate American in-
terests seeking oil concessions abroad. Moreover,

in May 1920 Congress passed the Mineral Leasing Act

N

which provided for reciprocity against foreign ex-
clusivity, According to i{ts provisions no leases on
public lands could be given to nationals of countries
that did not grant similar privileges to American
interests. Consequently the State Department campaign
after the war was centred on facilitating the admis-
sion of American oil interests into Mesopotamia, ie.
a share in T.P.c.>4

In Britain oil policy seemed more confused and
muddled than ever before despite the long awareness
of the contribution of oil to national security and
diplomatic influence abroad. By this time the old
difference of opinion between the Foreign Office and



the Admiralty had broadened to include a greater
number of ministries involved in the decision-making
process regarding oil policy. From 1918 not only
were the Cgbinet. the Foreign Offiqe, the Admiralty,
‘the War Office, the Petroleum Executive, the India
Office, the Fetroleum Department of the Board of Trade,
the Ixcasury and variéus commiftees all dgeply invol=
ved ih the qucition of oil, but the Prime Minister
himself also concluded a secret agreement with Cle-
mnenceau tharding oil matters. Co-ordination between
the various niﬁistrics. obviously holding differing
views and with varying interxests to promote, seemed
impossible and resulted in this fluctuating oil policy.
The Lloyd George- Cleéenceau agreement, the Long-
Berenger agreement, the ministerial decision of 23
January 1920>and the San Reno oil agreement, (all of
which are beyond the :;opc of this work and are com=-
prehensively described by others), illustrate the
sharp changes 1ﬁ Britain'i oil policy at this time, 33
In this situation it 1: not surprising.that
A.P.0.C, preferred not to reintroduce the issue of
the Kuwait oil concession and made no representations,
In any case, the company was dceply involved in se-
curing {ts share of the Mesopotamian oil concession
against various competitors, and in making efforts
to win back British Government support. Gradually
it became obvious to the British Government and the

company that the only way of securing Britain's oil



interests in Mesopotamia was to regard T.P.C. and
its promised concession as a valid entity and to
accord the American oil companies a share, The
French were allotted the German share in T.P.C. and
A,P.0.Csy with British Government blessing, opened
negotiations with a group of American oil companies
interested in exploiting Mesopotamian oil with a view
to transferring to them a part of their share,

The revival of the concession promised to T.P.C,
had two very important by-products which determined
the history of Middle Eastern oil concessions. The
American, British, French and Dutch interests of T.P.C,
which later secured the Iraq oll concession agreed
not to become independently involved in oil exploita-
tion in the former Turkish Empire, in accordance with
clause 10 of the 1914 agreement., As regards the Ku-
wait oil concession it was once again excluded from
consideration under the umbrella of the former Turkish
Empire oil concessions amd therefore A.P.0.C.'s claim
for it was strengthened., As no other company but
A.P,0,C, had made constant requests for the oil con-
cession they emerged as the only company which was
likely to be supported by the British Government and
therefore to be successful in obtaining the concession.
This anticipated success was due to the oil conven-
tion signed in 1913 between Britain and Kuwait giving
the former the right to chose the oil concessionaire,

and to the fact that after the War Kuwait was recognised



and treated as being firmly and entirely under Erie
tish control.

Although from the beginning of the war Kuwait
had lost its vital importance to Eritain as regards
the Baghdad railway, via which it had been believed
Geruan influence would penetrate the area, neverthee
less British-Kuwait relations had grown stronger,

The Shaikh, who had been officially informed on 8
August 1914 of the cutbreak of war between Britain
and Germany, made a declaration of loyalty on 21
August and placed his 'efforts, his men and his ships!
at the disposal of Britain. In return for his co-
operation against the Turks, the Shaikh, in a letter
from the political resident in the Gulf dated 3 No=-
vember 1914, was given amongst other things an assu-
rance that 'Kuwait shall be xecognised as an indepen-
dent principality under British protection.' Shaikh
Mubarak, who had ruled Kuwalt since 1896 and who had
promoted exceptionally close relations with Britain,
died on 28 November 1915, Tha Shaikh, who was des-
cribed by Curzon as being the most energetic persora-
lity with whom he dealt in the Gulf, had delicately
and ably developed good relations with Britain thus
gaining considarable political and financial benefits
for Kuwait and himself,

He was succeeded by his elder son Shaikh Jabir

who was informed in March 1916 that 'so long as you

&ct up to existing arrangements with the British Go-
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vVernment you may expect the same support as was ene
joyed by your father.' On 5 February 1917 Shaikh
Jabir died and his brother Shaikh Salim succeeded
him. Britain approved the succession and in March
1917 gave him an assurance similar to that given

to his predecessor. The naw Shaikh, who was das=-
cribed by British officials as 'narrxow in outlook'
and 'tactless in his personal relations', was soon
at odds with Britain, Difficulties with his Majes~
ty's Government arose over the strict maintenance
in Kuwait's territory and ports of the blockade
imposed by Britain to prevent supplies reaching thae
enemy in the Arabian Peninsula. The blockade was
naturally unpopular in Kuwait and the new Shaikh
adopted an obstructive attitude towards it As a
result, Britain considered occupying Kuwait and in
July 1918 the Shaikh was warned that he would be
held personally responsible if he continued to act
contrary to tha interxests of Britain. Victory in
Palestine made the removal of the blockade possible
&nd eased the situation. During the remainder of
the waxr the Shaikh adopted an attitude regarded as
satisfactory towards His Majesty's Government, and
his co-operation was rewarded at the end of 1918
with a subsidy and the cancellation of a loan of
£12,500 made in 1914 in connection with Kuwait's

water supplye.
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The end of the war necessitated a decision as to the
status of Kuwait which the British Government had pro-
mised to recognise as an independent principality une
der British protection. Because of political, military
and financial considerations Kuwait was not declared

a British Protectorate, but was regarded as'an inde-
pendent Arab state under British protection'. Never-
theless responsibility for it was transferred in 1921
to the Colonial Office marking Kuwait's new status.36
This reallocation of responsibilities indicated that
every attempt was being made to return the adninistra-
tion to a normal course, and for A.P,0.C. this meant
it was a propitious time to xeopen the question of the
Kuwait oil concession.

The war years were characterised by the emergence
of a diversity of opinion within the British Govern-
ment which later became more noticible. Each ministry,
particularly the Foreign Office and the Admiralty, cone
sidered that its particular view best ‘suited the State's
interests and therefore each was determined to achieve
its objective. This in turn was reflected in the Go=-
vernment's inability to promote a coherent oil policy
and in A.P,0.C.'s failure to secure a definite govern-
ment promise to the Kuwait oil concession,

The company for its part, although unwilling to
take on oil exploration in the Persian Gulf for several
years to come, was eager nevartheless to secure govern-

ment acknowledgement at least of its priority right.



Therefore the adoption of A.P.0.C. as its nominece
contained a potential danger for the government

which would have to assume the role of a biased refe-
ree and face criticism from any paxty wanting Kuwait's

01l deposits to be developed forthwith.



PART IIX

THE _BRITISH GOVERNMENT = A BIASED REFEREE



1. The Concession Terms

The allocation of responsibility for Kuwait's
affairs to the Colonial Office considerably increa-
sed A,P,0.C,'s prospects of securing the oil conces-
sion. As seen above, the Colonial Office had parti-
cipated in the evolution of Britain's nationalistic
oil policy since 1904 and the new Colonial Secretary
Was none other than Winston Churchill, a long standing
Supporter of the company, who particularly appreciated
its financial and strategic importance to Britain.!

Therefore as soon as the Colonial Office had
Settled its internal organisation regarding the Mid-
dle East at the Cairo Conference, the company reintro-
duced its claim for the Kuwait and other oil conces-
sions in thc‘Porsian Gulf.2 Oon 12 May 1921 it re-
quested the British Government for assistance in open-
ing negotiations with Arab rulers of the Persian Gulf -
the Sultan of Muscat, the Trucial Chiefs of Oman, the
Shaikhs of Kuwait and Bahrein and the Emir of Nejd -
for 'an exclusive prospecting licence' for oil in their
tcrritorios.3 In order to strengthen their claims,
especially those relating to Kuwait, the company first
turned to the Foreign Office and asked it to transmit
their application to the Colonial Office (now the minis-
try responsible) together with 'copies of any necessary
Previous papers.'* cCharacteristically the company

once again warned British officials of the danger



threatened by foreign penetration into the Persian
Gulf, and on political grounds suggested that ‘'all
oil concessions in these territories should be in
the hands of a single British company.'5

Furthermore, when making this initial approach
the company even proposed financial terms for the
' concession which were designed to exempt it from
paying prospecting fees. The company stated very
firmly that

as very heavy expenditure must necessarily

be incurred in prospecting ...ee.for oil,

no payment would become due to the Chiefs

in respect of such prospecting licence
ln¢ demanded to be 'permitted to import all require-
Rentsseesscefree of duty.'6

Churchill, the chief government architect in
bringingltogcthor tﬁc British Government and A.P,.0.C.
in the 1914 agreement, reacted favourably to the com-
pany's request for all the Persian Gulf oil conces-
sions. 1Initiating consultations on the subject, the
Colonial Secretary sought advice from the two local
senior British officials responsible for Persian
Gulf affairs - Sir Percy Cox, the High Commissioner
of Mcsopot@mia and Colonel A.P. Trevor, the politi-
cal resident at Bushire - the India Office and the
~Petroleum Department of the Board of Trade.” The
_Admiralty and the Foreign Office, which previously
had been deeply involved in oil concessions in the
Persian Gulf, took no active part because the issue

was considered to be internal. They re-entered the



field only in the late twenties when foreign po-
licy considerations were involved.

The advice given by Cox and Trevor was in gene-
ral accepted by the Colonial Office. - They suggested
that nogotiations for the Kuwait and Bahrein oil con-
cessions could be opened as soon as desired because
Britain's position was safeguarded by the oil conven-
tions signed in 1913 and 1914 respectively, which
committed the Shaikhs to grant concessions only to
A British Government nominee. However, for political
and tactical reasons they advised that negotiations
for the rest of the Persian Gulf oil concessions
should bc dolaycd.a

Thc Indin Office, in accordance with support
given earlier to A.P,0.Ce in the Persian Gulf, agreed
that negotiations for the Kuwait oil concession | |
could be opened inmcdiltoly. Furthermore, it adopted
an 1dea put forward by Trevor and suggested to the
Colonial Officc that Britain should take the earlicst
opportunity of safeguarding A.P.0.C.'s special oil
rights in the P§rsian Gulf by ncgotiating ‘with the
Shaikhs of the Trucial Coasf convcntions similar to
those alrcady obtained fron thc Shaikhs of Kuwait and
Bahrein.' By so doing, the India Office argued, Bri-

tain would secure A.P.0.C.'s right tat some future

date to prospect for oil in this area also.'9 Having

received Colonial Office clarification on some points
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the Petroleum Department advised that the company
was ‘entitled to enter an application for a pros-

pecting licence' for Kuwait and to receive British

Government support.lo

While‘these consultations were in progress and
while still awaiting the Colonial Office's reply to
their 12 May letter, the company opened a new line
of direct communication with British officials in
the Persian Gulf in order to strengthen their claim
for the Kuwait oil concession. Sir Arnold wilson,
the company's manager for the Gulf who had retired
from government service, contacted his old friends
Cox and Trevor and asked permission and support to
open negotiations with Kuwait's ruler for the oil
concession, Ho.reninded Cox that Kuwait terrxitory
had been specifically excluded from the scope of the
1914'Foroign Office aérccment and requested Trevor's
| assistanco in the negotiations with Shaikh Ahnag, 11

| - The draft concession proposod. offcring the
Shaikh a royalty payment of 10% of the net profit
(compared with 16% accepted by the Persian Govern-
ment twenty years before), w#s also sent for Cox's
approval, However, althoughicéx and Trevor could not
permit Wilson to open negotiations with the Shaikh
until the Colonial Office sanctioned it, they aided
A.P+:0,C.'s case considerably by providing useful in-
formation as to the time and way in which the company

should approach the Arab ruler, and again presented



-the company's case to the Colonial Office in a fa-

vourable 1ight,?

-As a result of the broad understanding exis-
ting among the various ministries and individuals
concerned regarding A,P.0.C.'s entitlement to spe-
cial consideration in the Persian Gulf, (in contrast
to the war years when conflicting opinions preven-
ted a decision), the Colonial Office decided to take
positive steps to secure A.P.0.C.'s supremacy in the
region. A.P.0,C. was informed that as a result of their
‘Tequest the political resident had been inastructed
to persuade the Arab rulers to sign oil conventions
similar to those signed by Kuwait and Bahrein and
was promised that 'when such an undertaking has been
secured' the Colonial Secretary

will be prepared to consider the propriety

of recommendingeeessessesto grant to the

D'Arcy Exploration Co. prospecting licences

for these territories.
cOnséquently during 1922.the rest of the Arab chicfs.
except Ibn Saud, signed oil conventions with Britain
similar to that signed by the Shaikh of Kuwait in 1913,13

As regards Kuwait, the Colonial Office stated
that in accordance wifh its interpretation of the
1913 oii convention the ncgotiations should be con-
ducted through the political rc:ident and not before
political and financial terms had been agrcod with
tho company. 10. the British Government should &pprove

the terms to bc proposcd. The political conditions
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accorded with Britain's nationalistic oil policy and
Aradb and British sensitivity to Persian claims on the
Arab side of the Gulf. The Colonial Office indicated
"~ that the securing of an oil concession was conditional
'upon the maintenance of the strictly British charac-
ter of the Lessees' (the nationality clause), and that
the application for the oil concession should be made
in the name of the D'Arcy Exploration Company and not
in the name of A.P.0.C. Although the D'Arcy Explora-
tion Company was a subsidiary totally controlled by
A.P.O.¢. the éritish Government insisted on using its
nane *in order not to gin colour to Persian claims in
the Arab Gulf' and not because of Argb hostility to
A.P.0.C, ai'was ;iaimca 5y othe:t.14

The financial terms were designed to safeguard
th.‘Shlikh't interests and sho?tly became the topic
Of.1§ngthy ﬁcgotiati&ns Sctwceﬁ the Colonial Office
and thi company, Gcncraily the Shaikh was to receive
Rs.10,000 (£750)'for a two-year exploring licence and
wcpid grant the ﬁémpany ;n exemption from customs dues
only on machiniry used for oil prospecting. A.P.0.C,
accepted the terms in>gopcia; and informed the Colonial
Office of thcif willingncss to open the negotiations
for tho.Kuwait 611 concosiion ¥ through the appropriate
channels', ie. the political resident, > However, the
Company requested some modifications of the terms,es-
Pecially an extension of the period for the prospecting

licence from two to four years and the inclusion in it
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of the whole territory of Kuwait.16

By now the Colconial Office had become deeply in-
volved in the negotiations for the Kuwait oil conces-
sion and was engaged in considerable consultations
with the other ministries concerned, namely the India
Office and the FPetroleum Department of the Board of
Trade, On 21 January 1922 the Colonial Office called
for an interdepartmental conference to discuss matters
relating to the Kuwait oil concession and to consider
A.P,O,Cs's requests, At the conference it was agreed
to modify the initial terms and to fix the royalties
payment for the oil 10:30.17

chcral'nqro months of negotiation were requi-
red to bring agreement between the Colonial Office
and A,P,0.Cs on the terms to be offered to the Shaikh
of Kuwait for the oil concession. The exploration
licence was to include all Kuwait's territory for a
period of two years, extendable for a further two
years, for a payment of Rs.1,000(£75)s The prospec=-
ting licence was to cover not more than 400,000 acres
divided into not more than five blocks for a period
of two years and a payment of Rs$.10,000 (£750). The
exploitation lease would cover not more than 100,000
acres in not more than three blocks, with a xoyaity
payment of Rs.3.8as., (58 3d) per ton of net crude
oil with a guaranteed royalty of Rs.30,000 (£2,250)
pPer annum, In addition, the company would be per=-

mitted to take up to 100 tons of oil free of royalty
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during the period of the prospecting licence and
would be exempt for ten years from paying import dues
on any machinery needed for the developing of the oil
industryfg Accordingly after the company accepted the
terms, the Colonial Office instructed the political
resident in the Persian Gulf 'to assist the represen-
tatives of' the company 'to negotiate an agreement!
with the Shaikh of Kuwait.lg
- These negotiations between the British Govern-
ment and A.P.0.Cs for the Kuwait oil concession illus-
trate the special role assumed by the government., The
Colonial Office interpretation of the 1913 o0il conven-
tion meant that the British Government was not only
entitled to choose the candidate for the oll conces-
sion, as was agreed in 1913, but also become a party
to the negotiations, even without the Shaikh's know-
ledge or consent for a time, which was not specified

0 In fact the British Government

in the agrocnent.z
was to initiate a model concession which became the
basis for other oil concessions in the Pexsian Gulf.
This emphatically marked the continuation of
Britain's policy in the region and emphasised the ex-
tent to which the revival of a pre-war attitude lay
behind policy during the twenties. This policy, as

seen above, had been aimed since before the war at

assuring A.P.0.C.'s domination over any oil dePOSits

in areas situated near their FPersian oilfields, either

through T.P.C. (the 1914 agreement) in the Turkish



Empire or independently in the transferred territories
and Kuwait, while also being politically committed to
safeguarding the Persian Gulf rulers' interests. The
ultimate step in that policy was to persuade the other
Arab rulers of the Persian Gulf to sign oil conventions,
to negotiate with A,P.0.C. in order to improve its
proposed terms for the oil concessions and to assist
A'FP,0.C,s in negotiating with the Shaikh of Kuwait for
the concession.

Although A.F.0.,Cs expressed 'great satisfaction'
that Trevor had been instructed by the Colonial Office
to render assistance to Wilson, the company's local
manager, they failed to send the latter to Kuwait to

21 It seems that the company had

open negotiations.
second thoughts, It considered that some of the con-
ditions which the British Government was seeking to in-
corporate in the concession would be difficult to re-
concile with the conditions of its existing concession
in Persia and were thereforae not acceptable.
However, Wilson's absence did not deter the po-

litical agent in Kuwait, when he received instructions
to assist the company, from approaching the Shaikh and

initiating negotiations for the oil concession. He
proseqtcd the Shaikh with a single agreement to include
the prospccting.‘cxploration and exploitation licences
based on the financial terms agreed between the Colonial
Office and the company, as he considered this format

to be more convenient and acceptable to the Shaikh.22



Evidently within only two months of negotiations come
mencing the Shaikh, according to the political agent

'was ready enough to enter into a binding lease with

the A.P.0.C.'%3

The Shaikh accepted most of the terms offered by
the company except the royalty payments. Nevertheless
the company's directors in London, despite Wilson's
advice that it would not be difficult to secure the
concession, ordered him to take no further action to
conclude an agreement, The reason given to him was

that -

the opening of the negotiations should be

delayed, owing to the company's heavy

programme of engagements and developments

in progress elsewhere. 24
Instc#d they preferred the political agent to continue
the ncgofiations which were in no way binding upon the
company.25

This attitude, although surprising, was in accor-
dance with the company's basic policy regarding the Ku-
wait oil concession since before the Great War = that
of securing British Government support and commitment
80 as to deter other interested parties without be-
coming involved in financial expenditure. The company,
although somewhat sceptical about the existence of oil
in Kuwait, wanted to preserve the territory for later
operations and to bind the Shaikh with a concession
which would allow them to star} oil exploitation when
convenient. The first indication of this policy after

the war was the company's insistence on an extension



period of another two years for the exploration licence
and the inclusion of the whole terxritory of Kuwait
within the scope of the agreement. Although the com-
pany was aware that the prospecting field of Kuwait
was more easily accesible than other oilflelds on
either side of the Gulf, they explained.to the Colo-
nial Office that an extension of time was needed be-
cause of the extent of the territory, the unsettled
political situation amd the climate.26 In fact the
main reason for the company's behaviour, which later
also became apparent to British officials, was its
wish to delay oil exploitation in Kuwait as in other
parts of the éersian Gulf for some years, after it
had secured the option en favourable financial terns. %7
Soon the company's attitude and the state of
ﬁcgotiations between the three parties - the Colonial
Offico.‘A.P.O.C. and the Shaikh = were to change when
& new British compahy entered the Pcrsiin Gulf area,
approaching the rulers directly for oil concessions,
The appeaxance of the Eastern & General Syndicate (E&GS)
in Kuwait had sérions consequences for Britain and de-
te:mihcd the development of fho oil industry of the
whole region; It is therefore 1mportnnt'to examnine
thoroughly the particular case which paved the way
fo; the sfndicatc'i_succcss in the Fersian Gulf and
consequently the arrival of the Americans in the area =

the El=Hasa case.



2, Ibn Saud's Leads the FEl-Hasa Case 19023

The Eastern & General Syndiate (E.& G.S.) was
incorporated in London on 6 August 1920 for the pur-
pose of obtaining concessions and investigating busi-
ness opportunities in Arabia. The Syndicate was a
pure;y British company and its principal shareholders
were Sir Edmund Davis, Percy Tarbutt and Edmund Jan-
son who were all engaged in mining enterprises world-

wide, Major Holmes, a company employee whom the

Arabs later called 'the father of oil' (Abu el-Naft),
was sent to the Persian Gulf to secure concessions,

- The Major's first attgmptvtoachieve this end
resulted in failure when the Colonial foice, after
being consulfod ﬁy the Syndicate, raised objections
to the Syndicate securing an oil concession from
Shaikh Idrisi of Asir., Having consulted the Foreign
Office, the India_Office and the Petroleum Department,
the Colonial Secretary informed the Syndicate that
'he does not at present see his way to accoxdececcecse
the desired pormission.'z

Nevertheless the Syndicate was not discouraged
by the Colonial Office's attitude and when Dr. Mann,
the Sultan of Nejd's agent in London, stimulated
their 1ntet¢at' and offered his assistance in se-
curing an oil concession from Ibn Saud, it was de-
cided to make the necessary overtures. Dr. Mann, who

in anticipation of his retirement from his post as



a medical officer in the employ of the Iraql Govern=-
ment. had persuaded Ibn Saud to appoint him as his
agent in London, advised the Syndicate to approach
Ibn Saud directly.a‘

"The Syndicate, acting upon Dr. Mann's advice
that 1bn Saud 'was a completely independent sove=-
reign, in a position to do as he pleased in such a
matter', decided not to consult the Colonial Office
this time and sent Holmes to meet lbn Saud.4 Holmes,
accompanied by Dr. Mann, met Ibn Saud at Hofuf, ca-
pital of the mainland province of El-Hasa, in Oc-
tober 1922 and immediately opened negotiations for
an oil concession. At their meeting at Hofuf, Dr.
Mann assured Ibn Saud that the terms being offered
by the Syndicate were very generous and urged him
to grant E.&4G.S. the El-Hasa oil conccssion.5 Ibn
Saud became dissatisfied with Mann's pressure, es-
pecially after realising that the British draft of
the concession was different 'in some particulars
from what Dr. Mann had given him to understand they
were', and refused to sign the concession.° Instead
he decided to revise the draft along the lines he
wanted and to seek Cox's advice at their scheduled
meeting on 22 November at Ojair.

Meanwhile British officials, aware of Holmes'

activities, informed him on Cox's orders that

his application to Ibn Saud for the oil
concession for Nejd was premature and
could not be supported by H,M.G. who in
any case had received prior requests
from other parties



namely A.P.O.C.7 Holmes, determined to secure the
concession and encouraged by his preliminary talks
with Ibn Saud, decided to accompany Ibn Saud to
Ojair without Dr. Mann, who left for London, to
conduct the negotviations and meet Cox.

At Ojair, while Cox and Ibn Saud cecnducted po-
litical negotiations about resolving the problem of
borders between Nejd and Iraq and Nejd and Kuwait,
Holmes had the opportunity of presenting in person
his company's case to Cox and of continuing his ne-
gotiations with Ibn 5aud.8 Interviewing Holmes on
1 December 1922 Cox gained the impression that Hole
mes behaved 'straight-forwardly'! and was pleased
that Holmes had not only accepted his advice to show
the result of his discussion with Ibn Saud to Sir
Arnold wilson' but agreed to try and draft with him
& 'joint proposal' for the oil concession to be put
to the British Government for approva1.9 Cox was
also satisfied with the attitude adopted by 1bn Saud
who, although he did not sign an oil convention with
Britain, promised not to sign anything until he had
obtained British Government advice.lo Therefore
Cox reported to the Duke of Devonshire, who had re-
Placed Churchill as Colonial Secretary, that he did
not feel 'justified in humiliating His Highness or
otherwise disturbing the atmosphere by objecting to
further intercourse between them.' 11 (Cox was

accused later by A.P.0.C. of having ;ssistod Holmes



to secure the oil concession which obviously was
not the case.)

After the conference was over Holmes immediate-
ly went to Basra to see Wilson, as promised, to try
to bring A.P,0.C, in so that the El-Hasa concession
could be secured jointly. The Syndicate wanted to
enter into partnership with A,P.0.C.y not only be-
cause Holmes had promised this to Cox but chiefly
because they lacked the means to develop an oil in-
dustry in the Persian Gulf, Only later did it be-
come clear that the Syndicate's policy in the Per-
sian Gulf was to secure oil concessions in order to
sell them to the highest bidder and not to produce
oil, -

However, A.P.0.C. rejected the E.4G.S.'s offer
to share the oil concession and informed the Colonial
Office and the Syndicate accordingly. Instead
A,P,0.C. requested the Colonial Office to instruct
Cox 'with the least possible delay either to veto
the concession to E.&G.S. or to get Ibn Saud to can-
cel 1t.'12 The decision taken by A.P.OC. not to
associate themselves with the Syndicate, which pro-

ved very damaging to the Company's interests and
propects in the Persian Gulf and consequently to

Britain generally, was justifiable at the time. The
E«4G.Ss was a relatively small company lacking capie
tal and technical experience in oil exploration,
without staff amimaterial in the Persian Gulf and
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without knowledge of local conditions. 1In addition,
the company considered the Syndicate offer to Ibn
Saud to. be too generous and was confident that ul-
timately they would, with British Government support,
.secure the El-Hasa and other oil concessions in the
. Persian Gulf on terms more favourable to themselves.
On receiving A.P.0.C.'s demand, the Colonial

. Office slowly became aware of its awkward and em-
barassing position vis-a-vis A.P.0.C., the E.$G.S.
and Ibn Saud. Colonial Office officials becane
more and more uneasy at the extent of its involve-

ment in *intrigues between these rival oil com=

13 On the one hand they felt that A.P.0.C.

panies,’
could not be allowed to be penalised for obeying

the Colonial Office's instruction in December 1921

. to hold back and not pursue their application for
Ibn Saud's oil concession, (a point emphasised per-
sistently by A,P.0.Cs)¢ On the other hand, however,
they could not press Ibn Saud to give the concession
to A.P.0.C, instead of to the E.4G.S. which had made
& very attractive offer and was a purely British
company, because they feared that if they did the
Syndicate 'would be in a position to indulge in a
very unpleasant newspaper campaign on the subject

of government partiality in industry and the hidden
hand etc. ‘tc-'l‘ The situation became more compli-
cated and embarassing as it became clear to the Co-

lonial Office that Ibn Saud favoured the E.&G.S.
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offer and was aware of the close links between the
British Government and A.P,0.C.

At the consultations between bovernment minis-
tries that followed, it appeared that the Petroleum
Department, which was an advisory body without execu-
tive power, was the first department to.changc its
attitude towards A.P.O.C. Now the department consi-
dered that !the entry of some competition for oil
~rights in the Persian Gulf littoral would not in
1tself be unwelcomc', as A.P.0.C. might be unable to
develop with reasonable ;apidity for financial rea-
sons the large areas about which they were currently
negotiating in the Middle East -~ Iraq, Kuwait, Bah-
rein, the Trucial Coast etc. fhc Petroleum Deparxte
ment of the Board of Trade advised the Colonial Of-
fice, and it seems with some success) that A.P.0.C,
_§h9u1d be :eminded that they had already 6bt&ined
or were negotiating options for large areas in the
Persian Gulf and as they were not prepared to co-
operate with the E.&.G.Sf they could not be given a
nonopoly.15

Shortly afterwards the Colonial Office informed
A«P,0,Ce that politically it would be very difficult
and disadvantageous to Britain's interests to veto
the concession promised to the E.&G.S. or to persuade
Ibn Saud to cancel it. Explaining the complicated
situation the Colonial Office informed A.,P.0.C. that

they could not press Ibn Saud to wait until a conve-
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nient time for a British Government supported company
to explore any oil potential in Nejd when another
British company had indicated a desire to start forth-

with, 16

Al though Ibn Saud had been barred since 1915
from granting a concession to foreigners, unlike the
other Arab rulers hé,did_not sign an oil convention
with Britain and was thus in a position to grant the
British Syndiéa£o a concession.

Nevcrtheless. still recognising A.P.0.Ce's clainm
| to priofity in opportunity, the Colonial Office was
ready to influence Ibn Saud to accept AP.0.Ce's of~-
fer provided Ibn Saud found it at least as favourable
as the E.& GeSs ones Thereforxe after A,P.0.Cs infor-
med the Colonial Office of their intention to open
direct negotiations with Ibn Saud (permission having
already been granted by the Colonial Office), and of
offering better terms, the Colonial Secretary urged
Cox to ask Ibn Saud not to accept the E.& G.S. offer
'until he has had the opportunity of considering offer!?
from A.P-O.C.17 Cox immediately informed 1bn Saud of
the Colonial Secretary's wish§s and advised him to
accept AsPsOeCe's offer as tho‘company was prepared
to give better terms and was 'the stronger and more
expert 6rganisltion.'18

Wilson, upon receiving his instructions from
A.P,O,Cs's London office, sent his deputy, who was
also formerly 1n the civil administration of Mesopo-

tamia, to open preliminary negotiations with Ibn Saud,



During their meetings in April 1923,Ibn Saud explaie
ned that for political reasons he could not accept
terms inferior to those offereq by the E.& G.S. Ha
suggested commencing negotiations based on the terms
offered by»Holmes.lg ‘Instcad, wilsqn{n deputy pre-
sented A,P,0.,Cs'8 terms, which Ibn Saud rejected as
~ he considered them less advantageous than those al-
ready offered by Holmes.zo

- He was instructed to break off the negotia-
tion; after informing wWilson that Ibn Saud insisted
on receiving his royalty payments only by share
participation, on the payment of 1% export duty
and on the payment of import duty on all goods im-
ported for the personal use of the company's emplo-
yees (all conditions which had been accepted by the
E«& GeS.)s He informed Ibn Saud that Wilson 'saw
no ﬁsc in his proceeding in person to meet you and
that 1 should not prolong my stay here' because the
sultan did not agree to open negotiations on the ba-
sis of the terms of!cred.zl

By now Ibn Saud had became confused and suse

Picious of British Government and A.P.0.C. motives
and activities. On the one hand he was assured of=-
ficially by the British Government that A,P.0.C. had
expressed their willingness to give terms at least as
favourable as those offered by the E.& G,S. and there=-
fore he was advised not to accept the Syndicate's

offex., On the other hand, however, A,P.0.C.'s rep-
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resentative refused to accept Holmes' terms and in-
stead offered terms which were completely unaccepw
table and broke off negotiations when these terms
were rejected. Therefore, shortly afterwards, when
granting E.& G.S. the El-Hasa oil concession, Ibn
Saud inserted a special clause preventing A.P.0.C,.
from ever becoming involved in oil exploration in
El=Hasa, such was his fear of being dominated by so
powerful a concern. (Chisholm's conclusion, based
on this clause, was that Ibn Saud did not wish to
grant A,P.0.C. the concession from the beginning,

a conclusion which material presented above does

not support.)22

The signing of the El«Hasa 0il concession on
6 May 1923 with the E.& G.S. and the inclusion of
Ibn Saud's special insistence upon binding the Syne
dicate 'not to sell the whole orxr part of the Hasa
concession to the A.P,0.C.' caused some British of-
ficials to feel that Britain's authority in the
Pexrsian Gulf was being undcrninod.za Others like
Harxry St. John Philby, a British official who thought
Ibn Saud to be 'the best material we have in all
the Arab lands' and later played an important role
in the development of Saudi Arabia, had other reasons
for wanting the agreement cancelled, Philby wrote
to wilson saying

The Holmes' concession is after all not

worth the paper it is inscribed on and

nothing would give me greater pleasure
than to wreck it in favour of a schenme

better calculated to secure solid advan-
tages for I.S., 24



Ironically it was Philby who, after leaving govern-
ment service to become Ibn Saud's paersonal adviser,
gssistad the Americans in securing this oil conces-
sion in the thirties after it had been cancelled be-
cause of the Syndicate's failure to comply with the
conditions. Consequently the political resident
was instructed by the Colonial Office on 13 July
to take any steps considered advisable to 'secure
cancellation of Nejd concession' granted to the Syn=
Mdicatcozs

However, shortly afterwards when assessing
the situation, ie. Ibn Saud's currently strong opposi-
tion to A.P.0.C.y the breakdown of negotiations be-
tween Ibn Saud and A.P.0.C. and the E.& G.S.'s de-
mand for British Government approval as they were a
purely British and reputable firm - the Colonial Of-
fice reconsidered its policy. In addition, the Bri-
tish Government's position as the principal share-
holder in A.P.0.C. also influenced the Colonial Office.
It had no desire to see its activities viewed as cham-
pioning A.P.0.Cs because of direct financial interest
in a region where Britain's declared and long-stan-
ding po;icy was to protect the shaikhdoms' 1ntcrestl.26

After considerable consultation which resul ted
in the conviction that Britain should not maintain so .
strong a line of resistance to the El=Hasa agreement
because it 'would not promote the general interests

of Britain and might have undesirable effects in other



ways' the Colonial Office modified its policy towards
A.P.0.C. and the E.& G.S. in regard to the El-Hasa
casc.27 It was decided to approve the E.& G.S. entry
into the Persian Gulf and to accept the El=Hasa agree-
ments; but not without encouraging A.P.0.C. and the
Syndicate to co-operate in El-Hasa and induce Ibn Saud
to allow such co-operation, as it was in his interest
to benefit from the combined experience of both or-
ganisations.za By adopting this compromise policy the
Colonial Office hoped to continue and maintain two
main but not always compatible objectives of its policy
in the Persian Gulf -~ to secure A.P.0.C.'s domination
over the oil concessions and to safeguard the Arab ru-
lers' interests.

The El=Hasa case is hardly referred to in exis-
ting literature on Middle East oil and its importance
for and influence on the couxse of negotiations for
Persian Gulf and Arabian oil concessions has in gene-
ral been q:wu:l.cokod.z9 There has been a lack of accu-
rate and detailed description of the negotiations for
the 01l concession, the evolution of Britain's attitude
towards A.P.0,C. and the E.& G.S. and the consequences
of this case as they were reflected in other later oil
negotiations in Arabia and the Persian Gulf. The Ku-
wait and Bahrein oil concessions apart, Ibn Saud's
suspicion about A.P.0.C. and its government connections
which had developed during the negotiations was bound
to have repercussions on the company's prospects in his

kingdom. However, in the immediate future both the



British Government and the Shaikh of Kuwait were
influenced by the outcome of the El-Hasa case and
therefore its influence and consequences will now

be examined,



3., Competition for British Government Support

The signing of the El-Hasa o0il concession on
6 May 1923 had an immediate effect on the oil nego-
tiations being carriéd on in Kuwait between the
Shaikh and Major More, the political agent. Holmes,
whilst in Bahrein nogotiating with the ruler for an
oil concession, sent a telegram on 9 May to Shaikh
Ahmad of Kuwait requesting him not to grant oil con-
cessions without first considering an offer from the
E.& G.Ss Holmes emphasised the fact that his com-
pany had outbid all other companies who had negotia-
ted with 1bn Saud for the El-Hasa concession and in-
formed the Shaikh that his emissary, Mohammed Yatin,
would visit Kuwait in the near future to present the
Syndicate's terms.’}

Meanwhile Major J.C. More, aware of Holmes' ac-
tion, immediately approached the Shaikh and informed
him that Holmes was 'in no way a person appointed
from the British Govermment.! He also reminded him
of the oil convention signed by his grandfather which
bound him to give the o0il concession only to a British

2 Soon afterxr, Holmes, having con-

Government nominee.
Cluded an initial oil agreement in Bahrein (which the
British Government opposed until 1925), went to see
the Shaikh of Kuwait and pcrionally opened negotia-

tions for the oil concession.

The monetary terms offered by the E.& G.S. were
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ruch mcre favourable th#n those offered by A.F.0.C.
and naturally created considerable interest on the
part of the Sﬁaikh. The initial payment was to be
£2,500 in gold against A.,P.0.,C.'s Rs. 10,000 (£750),
with an annual minimum thereafter of £3,000 in gold
against A.P.O.C.'s Rs. 30,000 (£2,250). 1In adﬁgtionc
.fho Shaikh was‘to receive 20% of the profits in& to
have the right to subscribe up to 20% of the capital
required against A.P.0.C.'s royalty offer of Rl.3 8
annas per ton of net crude oil. The E.& G.S. also
offered to pay 1% export dut} on everything extrac-
ted from the ground and import duty on all imports
except machinery needed for the development of the
oil industry; whereas A.P.0.C. were not willing to
Pay export duty at all and requested ten years exemp-
tion from any import duty.3 Impressed by the E.& G.S.'s
success in El-ﬂaia and Bahrein and by the terms being
offered, and having been assured by Holmes that thae
Syndicatc‘s principals in London would make the neces~
sary arrangements with the Coloniil Office, the Shaikh
gave Holmes a period of six months in which to obtain
British Gévernmcnt approval of the proposed agtoement.4
By now A.P.0.C.'s rather dilatory attitude had
changed considerably and immediate steps were taken to
secure the company's interests in Kuwait. The company
urged the Colonial Office to instruct the political
resident by cable to get their concession 'signed at

once' by the Shaikh of Kuwait, and instructed wilson



to visit Kuwait and to make every effort to induce

the Shaikh to sign the oil concession.5 Upon re-
ceiving A.F.0.C.'s request the Colonial Office in-
structed the political resident to inform the Shaikh
that the British Government 'think it is not desirable
to dring in any competing interest! and to try and
persuade the Shaikh *'to give a definite undertaking!
to grant the concession to A.P.O.C.6

Shortly thereafter, only a few days after Hole
mes departed for London, Wilson and the political resi-
dent met the Shaikh. At this meeting, on 2 June,
Wilson strove unsuccessfully to coerce the Shaikh into
signing the oil agreement or at least into giving a
written undertaking not to conclude any contract with
any other company. By now the Shaikh was exceedingly
anxious not to commit himself in any way (as he had
given Holmes time to approach the British Government)
and said that he considered the matter to be a commer-~
cial affair which required considerable daeliberation
in order that 'full justice may be done to both partics.'7
He was ready only to promise Wilson verbally, as a
personal favour, that he would not conclude any contract
without {nforming him of the terms suggested by the
other company,

On the following day the political resident and
the political agent met the Shaikh and renewed their
efforts to parsuade him to sign the agreement with Wile
son, although they knew by then that ' A,P,0.C. are in



no hurxy to exploit the Shaikh's territory' and that
the company's f‘chief anxiety was to be certain that
no other party would be able to obtain a footing' in
Kuwait,a policy considered by British officials who
read the political resident's report to be 'unfair to
the Shaikh who presumably wanted rcvenue.'a wilson's
, admission of A;P.O.C,': policy in Kuwait which, as
seen above had already been reflected in the company's
previous activities, gradually attracted the Colonial
Office's attention and later influenced the department
into modifying its policy towards A.P.0.C. and the

E.& G.S.

Although Wilson and the political resident ex-
pressed optimism that the Shaikh would ultimately
grant A.P,0,C. the concession, the Shaikh after
three weeks of consideration informed Major More, the
political agent, that Holmes' offer seemed 'benefi-
cient and profitable' and said he was 'most anxious'
to grant the oil concession to the E.& G.S.9 This
~attitude surprised and embarassed the Colonial Of-
fice, especially as the Shaikh had stated that he par-
ticularly liked Holmes' offer because the Syndicate
was a British company and had promised ‘not to sell
the concession to any but British complnics.'lo Fure
thermore, as the Shaikh knew 'that Ibn Saud has turned
down A.,P.0.C, offer and is dealing with Holmes', he
hoped that the British Government would raise no ob-

Jection to his choice of concessionaire as it seemed
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to have done with Ibn Saud.11

However as the Colonial Office was still opposed
to the E.& G.S. entering the Gulf for oil concessions,
their change of opinion coming only a few months
later, the ministry raised strong opposition to the
Shaikh's preference and the political resident was in-
structed to stress this and again remind him of the
0il convention. The Shaikh's reaction was that his
acceptance of the offer from the E.& G.S.,, which was
& British firm, was 'in no way contrary' to the 1913
oil conventionj; and he asked More why the Colonial

Office objected to the E.& G.S.'s offer.12

Faced with a growing determination on the part
of the Shaikh, the political agent made clear Britain's
disappointment with his behaviour, especially after
his 'personal assurances' to Wilson and the political
resident, More informed the Shaikh on 9 July that
'any oil concession granted to Holmes will not be con-
fixrmed by H.M.G.'13 (The same attitude was adopted re-
garding the o0il concession which the Shaikh of Bahrein
granted to Holmes). A.P. Trevor, the political resi-
dent, maintained the pressure on the Shaikh as he was
advised by More that the Shaikh was 'a man of no
strength of character! who probably would not defy the
British Government's advice for long.14 Eventually,
although the Shaikh gave way to Colonial Office pres-
sure and informed the political agent that he would

not grant the concession to the E.& G.S., he also gave



the lie to Moret's assessment of his character by reso-
lutely rejecting A.P.0.C.'s offer saying it was not
tacceptable either to him orx his people.'15

By now, competition between A.P.0.C. and thae
E¢& G.Ss for the Kuwait oil concession and especially
for Colonial Office support had intensified in Lon-
done A.P.0.C. continued to urge the Colonial Office
to support their prior right and to press the Shaikh
to accept their terms although they had already been
rqjgcted by him. The E.& G.S. for their part, having
been informed of‘the correct procedure for applying
for oil concessions‘in the Persian Gulf, submitted
their draft concession for Colonial Office approval,
The Syndicate also expressed their willingness to
make such modification as the Colonial Office might
direct, and asked for the ministry's support for Hol-
mes in any tuither negotiations with the Shaikh of

6 Furthermore, the Syndicate complained of

Kuwait.l
the behaviour of British officials in the Gulf who
had given the Shaikp of Kuwait the impression that not
only did the ﬁtitish Government disapprove of their
application but also of th‘ir company, whereas the
Colonial Office clearly stated in its 22 June letter
that only the application was nbt approved.17

The Colonial Office was by now confronted with
the same situation in Kuwait as had occured in the
case of the El-Hasa concession and also that of Bahe

rein where the Shaikh signed the concession with the



Syndicate six days after Ibn Saude On the onae hand
the Shaikh of Kuwait wanted to grant the o0il conces-
sion to the E.& G«S., a reputable British firm of-
fering by far the morxe favourable terms, while on
the other hand he was being pressed by the Colonial
Cffice to grant thae concession to A.F.0.C. in which
the British Government 'have and are known to have

a controlling 1nterest.'18 Consequently just as the
Colonial Office modified its attitude towards A.P.0.C.
and the E.& G.S. in the casa of El-lasa, so now it
did likewise,

Having received consent from the India Office
and the Petroleum Department, the Colonial Office
informed the E.& G.S. that their application could
not be approved until Kuwait's ruler satisfactorily
explained why he had rejected A,P.0.C.'s offer.

Only if A.P+0.Ce genuinely failed to satisy the
Shaikh would the Colonial Office be prepared to with-
draw its objection to the E.& G.S. draft, provided
it was modified in certain particulars and its terns
were more favourable than thosa of A,P,0.C. The Syne
dicate was also inforwed that it had now been made
Clear to British officials in the Gulf that the Bri-
tish Governmant regarded the Syndicate as a firm of
substance and repuxe}g At the same time A.P.0.C. was
instructed to re-open negotiations with the Shaikh
for the concession and was promised Colonial Uffice

suppoxt prxovided that they were prepared to offer
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the Shaikh terms at least as favourable as those of-

fered by the E.& G.S.20

The Colonial Office considered the situation
in Kuwait to differ from that in El-Hasa in that Ibn
Saud had not signed an oil convention; thus Colonial
Office support for A.P,0.C. had continued but on a
xreduced scale. Now British Government support for
A.P,0,Cs became conditional upon the company of=-
fering terms at least as favourable as those ! the
Syndicate, while at the same time opposition to the
Syndicate entering the Gulf for oil concessions was
gradually decreasing.

Naturally A.P.0.C. were most disappointed with
the Colonial Office's modified views The company
complained that the Colonial Office had not been
entirely consistent in its support. They referred
to the Colonial Office letter of 22 June and to a
meeting held on 25 June, when it was explicitly sta-
ted that 'the Sheikh of Kuwait would not be permit-
ted to grant a concession to the E.& G.:S.' The
company now felt that their application had been
Placed upon an equal footing with that of the Syn-
dicate and that the Colonial Office would permit
the Shaikh to accept the better offcr.21

As in the case of El~Hasa the Colonial Office
replied to the company saying that the government
could not support it to the extent of categorically
refusing to allow the Shaikh of Kuwait to consider
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an application for the oil concession from a repu-
~table British company if he felt it to be more pro-
fitable than the offer made by A.P.O.C.22 The Co-
lonial Office fglt it could no longer continue to
oppose the E.& G.S. entering the Gulf for oil conces-
sions and still maintain Britain's policy of protec-
ting the Shaikh's interests) therefore the political
agent ﬁas informed of the revised attitude and was
instructed to approach the Shaikh and to request him
to state his objections, if any, to A.P.0.C.'s re-
vised draft. _

However, despite a gradual change in the Co-
lonial Officg's hostile attitude towards the E.& G.S.,
the political resident and tl_"ncvpol:ltical agent con-
tinued to do their utmost to influence the Shaikh
not to deal with Holmes and to grant the concession
. t0 AsPe0O.Cs, because they considered lemes' actions
to be selfishly motivated and 'without any considera-
tion of general British 1nterests.'23 Therefore
they agreed not to inform the Shaikh of the modified
Colonial Office attitude and delayed giving him any
information they thought might strengthen the E.& G.S.'s
prospects in Kuwait, In one instance they delayed
for several months informing the Shaikh that the
British Government had agreed to his granting jointly
with Ibn Saud the Neutral Zone oil concession to
the E.& G.S, (The British.Govornment had had no

choice but to agree to this as Ibn Saud threatened
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to grant the concession to Holmes whether or not the
Shaikh of Kuwait agreed.) Only after the Shaikh
raised the matter was he told of the British Govern-
ment's permission, and as was feared it enhanced the
Syndicate's status in Kuwait.z4 (In 1924 the Neutral

| Zone oil concession was granted to the E.& G.S. jointly
by the Shaikh and 1Ibn Saud,)

On 6 December 1923 the Shaikh was requested by
the political agent to consider A.P.0.C.'s revised
draft again. The draft now included some modifica=
tions made by the Colonial Office, which the British
Government recommended as a 'fair basis for discus-
sion with the company.'25 After being pursued for an
~answer by the political agent, the Shaikh replied that
»hc was going into every clause in great detail and
consulting his advisors, and therefore he would not
be in a position to reply for six months,?® Since he
was dependent on Britain, the Shaikh realised that the
only way open to him to achieve his aim was to adopt
a policy of delaying the negotiations with A,P.0.C. in
the hope that eventually the Colonial Office would per-
mit him to deal with the E.& G.S.?7

The Shaikh's policy and his definite wish to
grant the E.& G.,S. and not A,P,0.C. the oil concession
soon bore fruit, Wwhile visiting Kuwait during the last
week of March 1924, the political resident discovered
A very determined opposition to granting the concession

to A.P.0.C, He realised that the Shaikh 'haas not the
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least idea of giving them[A.P.O.C{]the concession for
his principality' because he now believed that he could
no longer rely on Eritish Government impartiality
when the interests of A.,P.0.C. were contrary to his
own.28 This belief had been reinforced by Colonial
Office policy and the fact that many of the company's
employees were ex-political officers.

The political resident therefore expressed
doubts as to whether Britain should not limit its sup-
poxt for A.P:+0.Cey especially as he knew that the cur-
rent situation, whereby the negotiations had been post-
poned and the Colonial Office was not allowing the
Shaikh to accept other offers, only furthered A.P.0.C.'s
interxests in that they wanted 'to prevent other com-
panies from coming in.' He suggested in the interests
of both Britain and the Shaikh that A.P.0.C. should be
limited to a certain specified time in which to con-
ciude an agreement with the Shaikh, and that if their
offer were definitely refused then the E.& G.S. should
be authorised to conciudc their agreement with him,29

J«He Thomas, the Colonial Secretary who had now
replaced the Duke of Devonshire, accepted Irevor's
suggestion as it was in accordance with the ministry's
revised policy regarding A.P.0.C. and the E.& G.S.
After consulting the India Office and the Petroleunm
Department he informed A.P.0,Cs on 27 May that their
claim to priority for the Kuwait oil concession would

be recognised only up to 31 March 1925 and that if the
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company failed to conclude an agreement with the
Shaikh by that time the E.& G,S. would be permitted
to proceed with their negotiations for the conces-
sion.3°

Alarmed by the situation, A.P.0.C. immediately
requested an extension of the time limit beyond 31
March and invited the Shaikh to view the company's
operation in Persia, The company hoped to impress
him by their extensive development of the oil indus-
try there and thus persuade him to grant them the oil
concession in Kuwait, As the Shaikh had previously
expressed a wish to see the Persian oilfields, he
accepted the company's offer and visited the oil-
flields from 25-29 June and the Abadan refinery on 14
August, The company provided the 'maximum of comfort!
for the Shaikh and he was duly impressed and grate-
fu1,3?

However despite A,P.0.C.'s pressure to re-open
the o0il negotiations immediately, with the explana-
tion that any delay would prevent them from organising
A geological survey until the autumn of 1925, the
Shaikh refused to do so. He still preferred to wait
for Colonial Office permission to deal with the E.& G.S.
Nevertheless, faced with limited time, A.P.0.C, re-
quested the political agent to press forward with
their draft and to try and persuade the Shaikh to re-
open negotiations, Having failed to induce him even

to discuss the oil concession, the political agent
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suggested that A.P.0.C. should send a representative
to Kuwait 'ostensibly for the 01l Agency' but in
fact to attempt to re-open negotiations.32

" AePe0sCs's general manager at Mohammerah, visi-
ted Kuwait on 9 January 1925 and attempted to persuade
the Shaikh to state his objections, if any, to A.P.0.C.'s
draft. Although the Shaikh was 'most gushing to him
socially' he refused to comply, saying he was still
waiting for some of his advisexs to return to Kuwait
to discuss the matter. By now it had become apparent
even to the political agent and A.P.0.C. that the
Shaikh wanted to delay the reopening of the negotia-
tions until a later date. More xeported to Bushire
that the reason given by the Shaikh for delaying his
reply had been acceptable in September but had now
worn rather thin and concluded that he would not re-
open negotiations before March 1925.33

Frustrated by the deadlock, A,P.0.C. urged the

Colonial Office to press the Shaikh 'to make a definite
reply'! to their offer, and instructed one of their
local managers, Haji Abdullah Williamson, an English-
man who for twenty-five years had been and lived like
a Muslim, to visit Kuwait in order to mobilise public
opinion for the cmmpany and to establish the real
reasons behind the Shaikh's behaviour. Williamson,
who later became deeply involved in the negotiations,
had many friends in Kuwait whom he now contacted in

order to influence the Shaikh to grant the conces-
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sion to A.P.O.C.34, Among his tasks was to approach
Mulla Saleh, the Shaikh's chief secretary, and to
offer him £600 if the oil agreement were signed by
the Shaikh before 31 March., The methods employed
by williamson were common practice at the time in
Kuwait and were also used by Holmes, However, as
Williamson received the money and instructions via

the political agent this again emphasises the unusual

role played by the latter.35

wWilliamson failed in his attempt to bring about
an early conclusion to the oil negotiations, however,
His report on the reasons for the opposition to -
A.P,0.,Ci in Kuwalt reflected the company's direce
tors' own beliefs.  Hae reported that

a number of people still look on the A.P.0.C,

as a government concern pure and simple, and

ocbject to it for that reason, othexs do not
want an oil concession to be given to anyone,

partly because it would provide work for a

large number of people and thus make it hare

der to get pearl divers, and partly because
they think 1t would lead
to deapor Britiah intcrforcnce 1n Kuwait's internal
Affairs. 36 ’

His xoport only scrvod to strengthen the opinion
held by A.P. O.C. that local opinion 1n Kuwnit was
equally divided over the morits of their company and
the E.& G,S. and that therefore thc Shaikh was having
difficulty in deciding to whom the oil concession
should be granted. It is interesting fo note that
Ae Chisholm, a former employ§§ of A.P.0.C.y stated in

his book that support for the two parties competing
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for the concession was evenly spread in Kuwait, He
maintained that on the one hand, apart from the bet-
ter terms the E.&G.S. had offered, the Shaikh was

impressed both by Holmes' personality,

by his strong recommendation by various

friends and especially by his success

with Ibn Sauds On the other hand the

Shaikh had had long dealings with

A,P.0,C. and friendship for Sir A. wil-

son and was aware both of the A.P.0.C.'s

strong position and that it was favou-

red by the British Government. 37

However, in order to understand the situation
correctly and the Shaikh's attitude duriag these
years it must be understood that the factors sup-
posedly working in A.,P,0,C.'s favour in reality
weakened their position. Initially the political
agent reported that he was quite sure that the
Shaikh would not sign an oil agreement with A,.P,0.C.
automatically because their managing agents, Strick
Scott & Co.y had been responsible for the construc-
tion of an unsatisfactory water plant whose opera-
tion, in fact, was delayed for several years, a

point later referred to again by More.,>° Moreover,

because of British Government support and close links,
the company was regarded as a government concern
which was 'likely therefore to interfere more boldly
than a private company would in the internal affairs
of the ltatn.'sg

Therefore in reality the company's position

was very weak; and only the Colonial Office opposi-

tion prevented the Shaikh from granting the concession
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to the E.& G.Ss Nevertheless, A.P.0,C.y unaware of
its precarious position, continued to pursue a po-
licy based on the eroneous assumption that support
was evenly divided and that it only needed British
Government backing to tip the scales in their fa-
vour, Conseqpently'they continued to urge the Co-
lonial Offiée'for support while at the ;amc time
refusing to outbid their rival, which was the only
way to prevent an agreement between the Shaikh and
the Syndicate., This refusal to match their rxival's
terms and especially to pay customs duty came about
not because of the financial burden that would ensue
but because they were afraid it would establish a
dangerous precedent for their concession in Persia,
where they were exempt from paying any duty and
paid a lower royalty to the Persian Government,

Thus, as seen above, the Colonial Office could
not continue to support A.P,0.,C. totally for long,
especially as the company refused to match the E,&G,S.'s
termms, Therefore in accordance with its revised
policy the ministry had no choice but to reject
A'P.0.Cs's persistent requests for an extension of
the time bc}ond 31 March 1925 and advise the E.& G.S,.
to submit their draft concession for British Govern-
ment appzoval.‘o

The end of A.P.0.C.'s prior right to the Kuwait
oil concession vis-a-vis the British Government mar-

ked the end of the first phase of the oil negotiations,
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During that period the special role assumed by the
British Government dominated these negotiations.
In accordance with its previous policy in Kuwait
the British Government had on the one hand to bare
gain with A.P.0.C. to improve their proposed terms
for the concession, while on the other hand it was
necessary to influence the Shaikh to grant the con-
cession to this company., This was because the Bri-
tish Government had been committed since before the
" war both to giving its nominee = A.P,0.Cs « spe~
" clal consideration in regard to the Kuwait oil con-
- cession and at the same time protecting the Shaikh's
interests. However as the negotiations progressed
the contradictory nature of these two objectives .
became more and more apparent and intense, resul-
ting in growing disagreement between the British Goe-
Vernment and both A,P.0.C. and the Shaikh.

The British Government's 'o0il champion', al-
- though alleged to be a British Government concern,
was generally independent in its commercial deci-
sions, which were not of a political or strategic
‘nature. In Kuwait, as in other parts of the world,
it bccamc‘cvident that the company was to pursuae.
a policy based on and motivated by commercial con-
siderations -without much attention being given to
the embarassing position this might create for its
major shareholder, ie. the British Government.
Therefore, as British Government support had been

sSecured and the company's financial resources were



- 110 -

stretched to the limit in other morxe promising schemes,
the company's aim was to secure the Kuwait oil conces-
sion for very little financial expenditure to be ex-
Ploited later when convenient, or at least to prevent
any other company.from securing the concession.

The Shaikh for his part, although heavily de-
pendent on British Government goodwill and advice,
(Cox once referred to'mothering'the rulers of the
Gulf as unsophisticated Arabs), naturally preferred
to deal with the E.& G.S. which was also a British

1 As he was confronted with strong British

compa.ny.4
Government opposition he deliberately procrastinated
and delayed the oil negotiations in the hope, which
later proved correct, that in time the British Go-
vernnent would withdraw its objection to the E.& G,S.
offer, Consequently in a move to achieve its two
main objectives in Kuwait and in an attempt to break
the deadlock a compromise attitude was adopted by the
Colonial Officej) to allow the Shaikh after 31 March
1925 to choose the best offer for the concession made
by British companies. This modification of govern=
ment attitude coincided with the government's overall
objective of maintaining British exclusivity in the
region 5 but nevertheless at the same time it loosen-
ed government control as it initiated the success of
an independent company without exceptionally close
relations with the British Government. -
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4., A Victorious Syndicate

The decision taken by the British Government
to permit the E.& G;S. to compete for oil concessions
in the Persian Gulf After 31 Mafch 1925vhad far=
feaching consequenc;s. The British Government thus
leéifimised iﬁ.'Syndicato's proﬁious activities in
the regioh‘and increased its prospects of securing
idditioﬁal oil concessions, especially those of Ku-
wait and Bahrein. (As seen above, the Syndicate had
already secured the El-Hasa and Neutral Zone oil con-
cossions;)l‘
| As caily ailiz May>1923 thc Syndicati secured

in Bahrein an oil concession which the Colonial Of-
fice fofusod‘to ipproﬁo and picvonttd from being fi-
' nalised, 1In Kuwalt the Shaikh was quite willing to
grant the Syndiéatd the oilrconée.sion and it was
Colonial Office oppositioﬁ thch forced him to sus-
pend oil negotiations ﬁntil this opposition to the
Syndicate's offer had ceased. vThorc!orc the Syndi-
cate waited anxziously for the expiry of A.P,0.C.'s
prior right as detcrﬁihed by‘th. timq limit set by
the British deerﬁmont,'which would mean that they
were able to start negotiating with thc Colonial Of=-
fice in the hopd of finally securing fhcsc oil con~
cessions. | | '

' On 9 Jun§ 19258 Edmuhd Janson. one of the Syndi-

cate's principal directors, and Holmes went to the



- 112 -

Colonial Office for informal talks about their wish
to proceed with negotiations for the Kuwait and Bah-
rein oil concessions, and to request British Govern-
ment approval. At their meeting with J.H. Hall, from
the Eastern Division of the Colonial Office who was
to be involved with the oil issue for many years to
come, they were assured that the British Government
no longer had any objection to the Syndicate's en-
deavouring to obtain these oil concessions provided
they complied with Colonial Office procedure and
terms. It was pointed out to the Syndicate represen-
tatives that the terms of any draft concession would
have first to be approved by the government and that
the actual negotiations should be conducted through
the political resident in the Persian Gulf,

Janson and Holmes, already aware of the condi-
tions set by the Colonial Office for negotiating oil
concessions in the Persian Gulf, told Hall that they
were perfectly willing to meet Colonial Office sti-
pulations with regard to negotiation procedure and
to the actual provisions of the concessions. It was
agreed that the Syndicate would write officially to
the Colonial Office and request permission to reopen
negotiations with the Shaikhs of Kuwait and Bahrein
and also to ask whether there were any provisions
the Colonial Office required to be modified in the
draft concessions which the Syndicate had submitted

some eighteen months previously to these rulers.
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On 18 June the Syndicate opened official negotiations
with the Colonial Office, submitting a copy of the
draft concessions which the Shaikhs of Kuwait and
Bahrein had previously approved as a basis for dis-
cussion with Colonial Office officials.z (In fact,
in 1923 th§ Shaikh of Bahrein had signed this drart
concession while the Shaikh of Kuwait had expressed
his willingness to accept it.) According to Colo-
nial Office procedure in oil affairs in the Persian
Gulf, the India Office was informed and the Syndie
cate's request was referred to the Petroleum Depart-
ment for their expert advice, with a suggestion of
preliminary discussion between representatives of

the Colonial Office and Petroleum Dcpartncnt.s

| Meanwhile, in order to precipitate a decision
Janson and Holmes once again called on Hall to inform
him that Holmes was due to leave shortly for the Per=-
sian Gulf. The Syndicate's representatives expres-
sed a willingness to assist in any way which might
facilitate an early decision on their application by
the Colonial Office, so that the political resident in
the Persian Gulf could be instructed accordingly and
thus treat the E.& G.S. favourably, Hall explained
that the Colonial Office was still wait#ng advice from
the Petroleum Department. He also asked whether the
Syndicate would be prepared to substitute for their
original concession presented to the two Shaikhs one

drafted along the lines of the Colonial Office model,
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which had already been agreed upon back in 1922 by
the Colonial Office and A.P.0.C. to be put before
the Shaikhs of Kuwait and Bahrein and the rest of
the rulexs of the Pexsian Gulf.é Holmes replied
that he had seen this draft concession and indicated
that the Syndicate would be perfectly prepared to
accept an identical one which in fact, as he knew,
offered the Shaikhs less favourable terms than those
already proposed by the Syndicate. He added that on
several occasions he had attempted to persuade the
Shaikhs to accept a royalty based on output, as re-
quasted by the Colonial Office, rather than on share
participation, as previously offered by the Syndicate,
but that they had refused, preferring the latter method
since that was the system adopted by Ibn Saud in the
case of the El-Hasa oil concession.s

Satisfied with the Syndicate's positive and con-
structive attitude compared with A.P,0.C.'s inces-
sant quibbling and requests for modification of pre-

® Hall suggested the Syndicate

viously agreed terms,
should make the financial terms of their offer slightly
more favourable to the Shaikh than those of A.P.0.C.
This would facilitate the granting of the concessions
and also strengthen the Colonial Office's position vis-
a=visg A.P.O.C.7 The Syndicate representatives, rea-
lising that in any case the Shaikhs would not accept

less favourable terms than those already offered by them

in 1923, which as seen above had been more generous
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than those of A.P.0.C.y therefore replied that
there would be no difficulty on this point. In con~
clusion, it was agreed that a conference including
representatives from the Colonial Office, the Petro-
.leum Department and the Syndicate would be arranged
in the near future in order to come to a decision.

The Colonial Office, relieved that the Syndi-
cate had quickly agreed to accept a draft concession
identical in {ts general terms to that agreed upon
between the British Government and A.P.0.C. in 1923
and even to improve its financial terms, informed
the Petroleum Department that preliminary discussions
between representatives of the two ministries which
had previously been suggested seemed to be unneces-
sary. Instead, the Colonial Office proposed holding
a conference with representatives of the Petroleum
Department and the Syndicate on 7 August

at which the final terms of an agreement

with the Shaikhs of Bahrein and Kuwait,

on the lines of the agreement recently

concluded between the D'Arcy Exploration

Co«[A.P.0.C.] and the Sultan of Muscat
would be discussed.® At this conference, held on 7
August, agreement was reached on accepting the Colonial
Office's draft as a general model for the Kuwait and
Bahrein oil concessions, but with better financial
terms for the two Shaikhs.’

More consultation followed between the Petroleum
Department and the Colonial Office on amendments of a

relatively minor character, during which time the



- 116 =

Syndicate becaﬁe restless; but the Colonial Office
finally informed the Syndicate on 3 September that
the political resident was to be instructed not to
object to the Syndicate concluding an agreement with
the Shaikh of Bahrein. With regard to Kuwait, the
Colonial Office stated that they had no objection

;;%atia mutandis}utortho.Syndicatc conc}ud@ng an agree-
nenf“;l;h the Shaikh on terms simiiar;to those of the .
Bahrein concession.lo Accordingly, the Colonial Of=
fice informed the political resident that day that no
objection would be raised on the part of the British
Govarnment to the Shaikhs of Kuwait and Bahrein gran-
ting an oil concession to the Syndicate on the terms
&greed.11 Thus for the first time the Colonial Office
agraed that oil concessions in Kuwait and Bahrein could
be given to a company other than A.P.0.C. and the door
was official;y open for the Syndicate to secure them,
Although the Colonial Office approved the Syndi-
cate's offers to be put before the Shaikhs of Kuwait
and Bahrein, British officials in the Persian Gulf con-
tinued to support A.P.0.C. in every way possible, even
to the extent of suggesting that the Shaikh of Bahrein,
who had been approached first by the Syndicate, be
advised not to conclude an agreement with Holmes. On
30 October the political agent in Bahrein informed the
political resident that 'it seems impossible to divert
the Shaikh's sympathies in the direction of the A.P.0.C.'

and requested instructions as to whether or not approval
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should be given to the Syndicate's offer to the Shaikh:.l2

The Shaikh now wanted very much to give Holmes
the concession in view of the latter's success in
finding fresh water in Bahrein and thus solving the
Shaikhdom's main problem.13 The political resident
wrote to Wilson of A.P.0.C, that he had advised the
Colonial Office to oppose the conclusion of an agree-
ment between the Shaikh of Bahrein and Holmes, but
the Colonial Secretary regrettably after

twenty five days consideration of my

suggestion..essesssreplied that he sees

no reason to obstruct the grant of the

Bahrein oil concession to the Syndicate 14
Consequently the political agent in Bahrein was instruce
ted to approve the E.& G.:S.'s offer and shortly there=~
after, on 2 December 1925, the Shaikh granted the
Syndicate the oil concession on terms which the Co-
lonial Ooffice had initiated and approved.

The fact that the Colonial Office initiated the
model oil concession for Kuwait and Bahrein instead
of accepting the original one proposed by the Syndi-
cate and accepted back in the summer of 1923 by the
xulers of these shaikhdoms cannot be stressed enough.
It proved to be the critical factor which later enab-
led the Americans to gain a footing in the Persian
Gulf for the first time, which in turn facilitated
their advance into Saudi Arabia. The draft conces-
sion which the Shaikh of Bahrein signed with the
E«& G,S. in December 1925 was originally prepared by
the Colonial Office for A.P.0.C. to put before the
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Arab rulers of the Persian Gulf and did not include
a clause explicitly prohibiting the concessionaire
from transferring the concession to a foreign com-
- pany, The only clause regarding this was that
" the right conveyed by this lease shall not
be conveyed to a third party without the
consent of the Shaikh acting with the ad-
vice of the resident in the Persian Gulf,

Such consent shall not be unreasonably
withcld. 15

This clause was perfectly adequate to safeguard
and maintain British ownership of the concession in
the case of A.P.0.C, socutingvthc concession. A,P,0.C.
~was committed in writing to the mainténancc of the
strictly British character of the lessees, and in any
case could be prevented by the two government direce-
tors on the company's board from sclling the conces=-
lion,td a foreign company. The Syndiéﬂtc had made
no such commitment in writing; and as it was a small
private company lacking money and technical experience
it hoped, rather thaan to work the concession, to sell

it to the highest bidder without any weight being gi=-

6

ven to political considerations!® As later develop-

ments were to show how decisive this clause was in
opening the door for American entry into the Gulf,
it is ironic that the draft concession proposed by
the Syndicate and rejected by the Colonial Office in
1925 contained a specific clause preventing the Syne
dicate from transferring the concession to a none

British coupany.17
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After securing the Bahrein oil concession on 2 Decem-
ber 1925 Holmes diverted his attention to securing
the Kuwait one. In January 1926 he told the political
resident of his intention to approach Shaikh Ahmad
and requested him to instruct the political agent in
Kuwait to tell the Shaikh that the British Govern-
ment had no objection to his granting a concession
to the E.& G¢S. Holmes assured the political resi~
dent that he had prepared for the Shaikh's considcr;-
tion the same draft concession as had been accepted
by the Shaikh of Bahrein, which had been approved |
beforchand‘by the Colonial officc.la

' Shortly thereafter, on 18 February, Holmes
arrived in Kuwait and rented a house for a year. He
met the Shaikh several times to conclude a deal to
sink two artesian water wells in Kuwait and not, as
might have been anticipatéd. for discussions on the
oil concession. The oil issue was avoided because
both the Shaikh and Holmes preferred to postpone an
oil agreement for different reasons. The Shaikh was
currently at odds with British'officialt‘as he refused
to dclegatc'juriidiction over Persian subjects in
Kuwait to the political agent, as had been raqucsfed
by the Persian Government of the British Govcrmnent.19
Therefore he did not want to reopen with Holmes the
oil question to which the political agent had objec~
ted so strongly in the pait. Consequently he did not

approach the paiitical agent for British Government
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approval of the Syndicate.

For its part, the Syndicate was in no position to
undertake any further financial commitment in order
to secure the Kuwait oil concession and therefore
Holmes did not ask for the political agent's support,
The Syndicate was now in a very serious financial
predicament and wished to delay an agreement until
more money was available. The additional money was
injected in July 1925 by two directors, Janson and
Tarbutt, when the chairman, Sir Edmund Davis, left
the Syndicate, but this was insufficient to meet
outstanding debts; and by 1926 the Syndicate owed Ibn
Saud £6,000 = two years rent for the El-Hasa conces-
sion,

The Syndicate claimed to have spent a large sum
of money in the Gulf and that it could afford no more
on its own., In these circumstances the most reason-
able action for Holmes to take was to conclude a
water agreement as he had done previously in Bahrein,
and which proved successful in enabling him to secure
the 0il concession later when the Colonial Office cea-
sed to objcct.zo The water project would keep him in
close touch with the Shaikh whilst at the same time
extra data on Kuwait's geology could be obtained, Af-
ter signing the water agreement with the Shaikh, Hole
mes returned to London to help in solving the Syndi-
cate's financial crisis.

Meanwhile in London the Syndicate's directors



- 121 =

had already tried to raise extra money by selling part
or all of their holdings in the Persian Gulf - the Ela
Hasa, Neutral Zone and Bahrein oil concessions, with
a promise of obtaining the Kuwait concession. They
negotiated with the major British oil companies -
Shell, Burmah Oil Company and A.P.0.C. = and with va-
rious companies and financial institutions; however
all but AP,0.C, declined the Syndicate's offer., Shell
and Burmah 0Oil were engaged in Iraq and India respec-
tively and in any case were not interested in compe~
ting against their close associate A.P.0.C. Burmah
Oil had been the second largest shareholder in A.P.0.C,
since 1914 while the Shaell Group was in close contact
with A,P.0.C. in Iraq and was being supplied with
large quantities of crude oil on a long-term contract.
The other financial organisations were deterred from
becoming involved since they realised the difficulty
of marketing any oil found in competition with a great
neighbour and in a world market already well-supplied.21
Moreover there was no incentive because of a lack of
positive geological information about oil deposits.
The only company searching for geological evi-
dence of oil in Kuwait and still actively interested
in the region was A,P.0.C, On 30 October 1925 H.E,
Nichols, one of A.P.0.C.'s managing directors, in a
personal letter to Sir John Shuckburgh, Assistant
Under-Secretary in the Colonial Office, requested per-

mission to carry out a geological surxvey of Kuwait.
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He explained the need to widen the company's knowe
ledge of the Persian Gulf's regional geology and as-
sured Shuckburgh that the survey bore no relation

to the Kuwait oil conccssion.22 :

.- The Colonial Office considered that A.P.0.C.
was entitled to carry out a geclogical survey in
Kuwait whether or not they were seeking oil or merely
interested in geological data which would assist
them in their interpretation of the Persian fields,
as the E.& G.S. had never been granted exclusive
rights when the Colonial Office had approved its of-

23 . Therefore the Colonial Office .

fer to the Shaikh,
informed the political xesident that there was no
objection to_two_gcologists employed by A.P,0.C.
making a geological survey of Kuwait territory pro-
vided the Shaikh gave his consent beforehand, The
Shaikh reluctantly agreed, but not before receiving
the political agent's assurance that the survey had
no connection with the question of the oil concession,
as he was still rxefusing to open oil negotiations
with A.P.O.Coz‘

The A.P.0.C. geologists arrived on 7 January
1926 and completed their reconnaissance by 7 February.
Their report held no promise for Kuwait's oil pros-
pects. The results of thii survey had been received
at A.P.0.C.'s headquarters in London by mid-February
Just prior to an E.& G.S. approach offering to sell

the El-~Hasa, Neutral Zone and Bahrein oil concessions
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together with any concessions in Kuwait they might
secure., Wilson, now the managing director of the
D'Arcy Exploration Company who conducted the nego-
tiations on behalf of A.P.0.C.y expressed interest

in the Syndicate's offer and commenced negotiations
which went on for six weeks. By 24 March the two
companies were very close to concluding an agree-
ment. ' The remaining obstacle to be settled was the
final price for the concessions, which was of rela-
tively minor importance as the sum was in the region

of £55,000-£60,000, However on 7 April the Syndi-

cate was informed that in view of a report by A.,P,0.C.'s
geologists the company was withdrawing their latest
proposals.zs Negotiations were broken offj but Wile
son's explanation was not entirely accurate as A.P.0.C.'s
directors had known all along of the negative results

of the recent geological survey.

The main reason for the withdrawal was the terms,
considered unfavourable by A.P,0.C.y on which the Syn=-
dicate had secured these concessions, especially the
royalty payments and the obligation to pay customs
duty on imported materials, A.P.0.C. ¢considered that
acceptance in the Gulf of any liabllity to custom
duties and high royalty payments was a most dangerous
precedent as it might affect the Persian concession.
This was considered paramount, and the company was

not prepared to antagonise the Persian Government,
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which alrxeady wanted to modify some of the original
clauses of their concession to A.,P.0.C. A,P.0.C,
hoped that in view of the refusal of any other com-
pany to take up an option on these concessions, as
seemed to be the case, together with the poor per-
formances of the Syndicate, the Colonial Office and
the Shaikhs would finally realise that only A.P.0.C.
was capable of exploiting the oil and would there-
fore accept the company's termsZ® Unfortunately
for the company, as will be seen below, its gamble
did not pay off and soon afterwards the situation
was to change completely.

Having failed to obtain British capital, the
Syndicate was forced to look for foreign assis-
tance, particularly from Amerxica and Canada. The
Syndicate's directors were helped by a former eme -
ployee in their efforts to interest American com-
panies. Professor Madgwick, who supervised the
Syndicate's water operation in Bahrein and had close
connections with American oilmen, contacted his cld
friend T.E. Ward and stimulated his interest in the
Bahrein oil concession. Although in 1924 Madgwick
had not been granted permission by the political
agent in Bahrein to carry out any oil survey work,
he had nevertheless done so as reguested by Holmos.27
He had found encouraging signs of oil possibilities
which he passed to Ward in 1926 after realising the

Syndicate was looking for a buyer. En route from
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‘London to Canada to his new post, Madgwick met
Ward, who was the President of Oilfield Equipment
Company, and gave him further convincing details
of the Bahrein geological structure. In the light
-of .these facts and confident of Madgwick's techni-
cal knowledge, Ward approached the Syndicate and
asked for a copy of the Bahrein oil concession,

On 19 August 1926 Janson informed Ward that Holmes,
who had negotiated for the concession, was due shore
tly in the United States of America and would call
on Ward to explain the whole position.28 Holmes
-arrived in New York on 21 September and he and Ward
met representatives of various oil companies in an
effort to stimulate their interest in the Bahrein
oil concession.

However the American companies showed little
interest in Bahrein as they considered it too insig-
nificant and too distant. They also had no geologi=
cal data of the area and Madgwick's report was consie
dered to be lacking in sound geological evidence.
These initial contacts were not encouraging; and
upon Holmes' raturn to London Ward took it upon hime
eelf to continue negotiations, especially with the
Standard 0il Company of New Jersey and the Gulf Oil
Corporation. Ward's decision to concentrate on the
Standard Oil Company of New Jersey and the Gulf 0il
Coxporation was not accidental., Both companies were

operating internationally and wanted to diversify
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their oil sources. Both had outlets world-wide and
wanted to obtain additional sources of supply in the
eastern hemisphere in order to cut the cost of trans-
port and production. Thus, since the early twenties,
they had been actively trying to gain a foothold in
the Middle East.2’

When the Standard 0il Company of New Jersey
and the Gulf 0il Corporation were approached again
by Ward, the former stipulated the carrying out of
a geological survey in Bahrein as a condition for
continuing negotiations. However, pressed for time,
the Syndicate replied that it would be impossible
to secure the necessary permission and therefore
stated that the negotiations should continue on the
basis of Madgwick's report. The Standard Oil Com-
pany of New Jersey was no longer interested without
proven geological data and therefore withdrew from
the discussions.

Although the Gulf Oil Corporation (Gulf) geolo-
gists, upon re-examining Madgwick's report advised
against Gulf taking up the Bahrein option, Ward was
soon able to change the attitude of W.T. Wallace,
Gulf's principal negotiator. "By suggesting to Gulf
that they also acquire an option to_fyo nearby areas
of Bahrein, Waxd overcame their objection to carrying
out an oil operation 1n:§uch a remote and small area
4s Bahrein, and assured them that if oil were disco-

vered there the surrounding area wduld remain under
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the company's control. The idea appealed to W. Wallace,
who was ready to consider a Syndicate offer for the
El=Hasa, Neutral Zone and Bahrein oil concessions,
together with a promise of obtaining the Kuwait

oil concession,

. Having secured a tentative offer, Ward hurried
to London to confer with the Syndicate directors, By
now « July 1927 « the Syndicate was desperate to find
.a& buyer as they already owed Ibn Saud £9,000 for
three years rent for the El=Hasa concession and soon
would have to pay Rs,10,000 (£750) to the Shaikh of
, Bahrein to extend the prospecting licence for a fur-
ther year, Therefore the Syndicate's directors ac~-
cepted Ward's advice quickly and agreed to offer all
their holdings in the Persian Gulf including that in
Kuwait, the concession for which had not yvet been
secured, Ward returned to New York authorised to
negotiate an agreement with the Gulf Oil Corporation.

Back in New York on 15 September he immediately
reopened his negotiations with Wallace, which lasted
for more than two months.  The main problem was the
Gulf's insistence on specific assurances that the
British Government would not oppose the transfer of
the concessions to a Gulf nominee., Wallace knew of
Britain's opposition to Amcricaﬁ oil companies secu-
ring oil concessions in the British Empire and zones
of influence and of the difficulties in overcoming
this obstacle. His company was oﬁcypf”sovcral Aneri-

can oil companies which had been negotiating to gain
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a foothold in Iraq and obtain a stake in T.P.C. since

the early twenties.ao

Finally the Syndicate had no choice but to agree
to obtaining férmal written and effective assurances
from the British Government that no objection would
be raised to the assignment of the concessions to a
Gulf nominee. They did so in view of the fact that
the agreement which’had bo§n initiated by the British
| Government and signed by the Shaikh in 1925 contained
nothing to prevent them legally from transferring
their right to a foreign cohpany?l Nevertheless, in
anticipation of British Government opposition to an
Amirican company entering the Persian Gulf for oil
concessions, it w;s stipulated by the Syndicate on
Ward's ;dvicc that the Gﬁlf nominee toIOpetatc the
concession should be a CAnAdian or British company.
This contributlon by Wltd provcd dccisivo in facili-
tlting the entry of Amorican 1nt¢rcst: into the Per=-
sian Gulf, as thc British Government was opposed to
a company rcgiltcrcd in the United States taking up
thcsc conccssions and the Shaikhs of Kuwait and Bah-
rein were b;rtcd from signing any agrcemont with such
companies. Morcovcr the company iaws of C#nada pers
mitted one hundrcd per cent stock owncrship by Amerie
can citizcns thus according thc Ancricans complctc
control over any Canadian complny which might operate
the conccssion. without which American capital would

not have been forthcom1n9.32
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To the Syndicate's great relief two agreements
were signed on 30 November 1927 granting the Eastern
Gulf Company, a subsidiary of the Gulf Oil Corpora-
tion, an option on the Syndicate's holdings in the
Persian Gulf, The first agreement accorded Gulf zn
option on the Bahrein o0il concession until 1 January
1929 and the second an option on the El~Hasa and
Neutral Zone concessions, subject to revalidatien,
and an option on the Kuwait concession which had yet
to be negotiated for by the Syndicate. Moreover,
under the agreements' terms the Syndicate had to ob-

tain British Government consent to the transfer of

1.
the Kuwait concession when secured and that of the

Bahrein to the Eastern Gulf Company's nominee.

In accordance with these secret agreements sig-
ned with the Gulf 0il Corporation, Holmes returned
to the Persian Gulf to validate the El-Hasa and Neu~-
tral Zone oil concessions because of arrears in rent
and to secure the Kuwait one. Holmes' salary and ex-
penses were now being paid by the Gulf Oil Corporation
and he made strenuous efforts to deliver what the
Syndicate had pledged. Well acquainted with Persian
Gulf politics, he preferred to deal first with Ibn Saud
and then with the Shaikh of Kuwait. He considered that
Shaikh Ahmad would wait for Ibn Saud's lead, as the
latter was regarded as the principal leader who often
domin#téd decisions made by othaer rulers of the Per-

sian Gulf.
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However current political events in Arabia pre-
vented Holmes from approaching 1bn Saud who was en-
gaged in consolidating his authority in the Hejaz.33
Therefore as Gulf was pressing to secure the Kuwait
oil concession as soon as possible Holmes reluctantly
decided to approach first the Shaikh of Kuwait.33 At
their meeting at the end of April 1928 the Shaikh sur-
prised Holmes by his readiness to reopen the oil nego-
tiations immediately. In the presence of his closest
advisers he praised Holmes as a friend and as without
political aspirations, pointing to his deal with the
Shaikh of Bahrein. Whilst discussing the initial
terms of the concession the Shaikh even agreed to
base the royalty payment upon output as had been set
a8 a pree-condition in 1925 by the Colonial Office,
instead of upon share participation as originally
promised by the Syndicate. Hitherto the Shaikh had
refused to accept this form of royalty payment, which
had been offered by A,P.0.C., and Holmes realised
that he could there and then conclude an agreement
provided he 'was prepared to pay a very large amount
for the conceuion.'34 He also noted the greedy
attitude of the Shaikh when he hinted at the Syndie-
cate connection with an American company. However,
in order not to appear too anxious and hoping to de-
lay a conclusion until an agreement was reached with
Ibn Saud, Holmes suggested preparing a draft conces-

sion and submitting it within a month for Shaikh Ah-

mad's consideration.



Back in Bahrein to prepare the financial terms
for the Kuwait oil concession, Holmes immediately as~
~ked the political resident to inform the Shaikh of
Kuwait in writing that the Syndicate had been appro-
ved by the Colonial Office as a candidate for the oil

35 He was disappointed to discover that

concession,
despite Colonial Office approval of the Syndicate
since 1925 the Shaikh had been denied this informa-
tion. Meanwhile when preparing the financial terms
Holmes kept in constant touch with Wallace, the prin-
cipal negotiator for Gulf, and indicated to him the
danger of offering the Shaikh of Kuwait exceptionally
largg Payments before dealing with Ibn Saud. Holmes
explained th;t this would probably result in 'Ibn
Saud making heavier cash demands for Hasa and Neutral
Zone concessions' which needed to be validatcd.36
However wallace, an experienced oilman who appre-
qiated the political complications in the Middle East,
urged Holmes to conclude an agreement with the Shaikh
even before a meeting with Ibn Sauds There was a
practical reason for wanting Holmes to secure the Ku-
wait oil concession quickly. Gulf had to take up their
option in Bahrein by 1 January 1929 and in order to
Justify to the shareholders a venture in such a small
territory they needed to secure thc nearby territory
as well. As has been seen the company had originally
become interested in Bahrein only after being offered

options for further oil concessions in the area which
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would provide sufficient justification for commercial
explorxation there.

In the circumstances Holmes returned to Kuwait
in June determined to conclude an agreement with
Shaikh Ahmad, He offered the Shaikh far more generous
terms than those accepted by the Shaikh of Bahrein
together with a Lincoln motor car as a personal pre-
sent, 1In addition, he gave the Shaikh's advisers
. cash payments promising them more when the concession
was signed., However several weeks of hard bargaining
together with a promise of a further increase in some
of the payments to the Shaikh and his advisers, were
needed to dbring the negotiations close to a conclu-
sion,

When he asked for the Gulf directors' approval
of the terms agreed, Holmes was ordered back to New
York for consultation. By now, August 1928, the
situation had changed dramatically and Gulf's whole
operation in the Persian Gulf was suddenly being
threatened by a new development. In July Gulf to-
gether with four other American companies acquired
& 23% per cent shaxe in T.,P.C. and signed the so=
called Red Line Agreement. This prevented each pare
ticipant in T.P.C., which included A,P,0.C., the
Royal Dutch Shell Company, the Compagnie Francaise
des Petroles (C.F.P.) and the five American oil
companies, independently securing oil concessions

in cerxtain areas of the Middle East,
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including Bahrein, El~Hasa and the Neutral Zone.
(Kuwait territory waé excluded from the scope of the
Red Line Agfeement.)37 Therefore as Gulf éoﬁld no
longer exerciQ; fhéit Bahrein. El«Hasa and Neutral
Zona options 1ndependent1y of T+FPeCey their whole
operation 1n the Persian Gulf came under review,

In Addition. the Gulf directors were becoming
increaslngly‘disapéointed:ﬁith thé coﬁrse of the
negotiations in Kuwait, They felt that the area ob-
tainable for cxploitation was too small and that the
financial terns were relativcly too high, There-
fore when Holmes, during the last phase of negotia-
tions.cVen 1ncrcascd some of the payments, he was
called back to New York for consultation befoic sig-
ning the agreement with the Shaikh.38

| Holmes left Kuwait on 11 August having practi-
| cally settled the concession terms, promising to re-
turn soon to conclude the Agrcemcnt with the Shaikh,
He arrived in New York oﬁ 28 September, three weeks
later than was expected as he had stayed in Lbndon re=
covering from dysentery. Thorifore by the time he
met the Gulf directors they hnd‘alrnAdy reached a de-
cision 1n regard to their Persian Gulf operations.
They had decided to offer only thc Bahrein option to
TePeCoe and to rctain their other options. which had
first to be validatod (thc El-Hasa and Ncut:al Zone
concossions) and in the case of the Kuwait oil cone

cession to be obtained.
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As Kuwait territory was excluded from the scope
of the Red Line Agreement and could be retained inde-
pendently‘by Gult.’Holmcs was urged to secure ite His
latest proposals to the Shaikh of Kuwait were appro-
ved and he ﬁa: 1mm¢diat91y sent back to‘Kuwait to

‘conclude the ag;gement.3?

Aftgr staying in New York
for only a wcck.,Holpes tcturped hurriedly to Lon-~
don to consult the Syndicate's directors about the
implications of the Red Line Agrgemcnt.‘?\ He then
returned to Kuwait to finalise the oil agreement,

Back in Kuwait in November 1928 Holmes be-
Came aware of a recent development which now pre
vented him Irom‘locuring the oil concession. He
and the Shaikh were informed by the political agent
of a new clause set by the Colonial Office as a
condition for their approving the Syndicate's se-
curing the Kuwait oil concession. Al though in
1925 the Colonial Office initiated and approved
the terms undexr which the Syndicate was allowed to
secure the concession, it seems the Colonial Of-
fice now decided on a new clause to be inserted
into it. The clause was designed to ensure that
the concession remained under B:itish control,
and had been introduced a few months earlier to
the Shaikh of Bahrein also. It read as follows:-

The 6ompany shall at all times be and

remain a British company registered in

Great Britain or a British colony, and
having its principal place of business
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within His Majesty's Dominions, the Chair-
man and Managing Director (if any) and a
majority of the other Directors of which
shall at all times be British subjects,
and neither the company nor the premises,
liberties, powers and privileges hereby
granted and demised, nor any land occu=
pled for any of the purposes of this
lease, shall at any time be or become
directly or indirectly controlled or
managed by a foreigner or foreigners

or any foreign corporation or copora-
tions, and the local General Manager

of the company, and as large a percentage
of the local staff employed by them as
circumstances permit, shall at all times
be British subjects or subjects of the
Shaikh,

In this clause the expression
!foreigner' means any person who is
neither a British subject nor a subject
of the Shaikh, and the expression 'fo-
reign corporation! means any corpora-
tion other than a corporation estab-
lished under and subject to the laws of
some part of His Majesty's Dominions
and having its principal place of busi-
ness in those dominions, 41

Al though the Shaikh was willing to grant the con-
cession to Holmes and told the political resident so,
Holmes could not accept the insertion of the new clause
into the agreement. He realised that such a clause,
if inserted, would definitely be unacceptable to Gulf
as it effectively excluded American interests direct-
ly or indirectly from holding or operating the conces-
sion. The British nationality clause which the Colo-
nial Office suddenly sought to impose was contrary
to the terms and conditions of the Syndicate's agree-
ments with Gulf and therefore could not be accepted
by the Syndicate. It became obvious to Holmes that

he could make no progress in Kuwait until the Colonial



- 136 =

Office had modified this new condition, as the Shaikh
was willing to grant the Syndicate the concession
only in accordance with British Government stipula-
tions, Therefore Holmes left for London to consult
his colleagues and to help solve the Syndicate's la-
tesat crisis.

In London the situation was much more serious,
as the Colonial Office had already demanded that the
same British control clause also be inserted into
- the already signed Bahrein oil concession, which Gulf
had acquired from the Syndicate, Such an unexpected
demand forced the Syndicate to concentrate its ef-
forts on a campaign to induce the Colonial Office to
modify its attitude in regard to the Bahrein conces-
sion. The Syndicate considered the Bahrein case
more urgent than that of Kuwait, because Gulf's no-
minee was due to take possession of the Bahrein con-
‘cession shortly - 1 January 1929 - and because the
Syndicate considered itself to be in a stronger posi-
tion legally in resisting the Colonial Office demand
for a new clause in an agreement which had already
been signed and approved by the Britiqh Government,
vhile the Kuwait oil concession had yet to be signed.

It was hoped that if the Colonial Office were
to waive or modify the nationality clause in order
to allow the Syndicate to fulfill its legal obligation
to the American company, which in turn meant allowing

American o0il interests into Bahrein, it would set a
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precedent for Kuwait., Therefore negotiations for
the Kuwait concession wexe dropped for the time be~
ing to be reopened only when a satisfactory solu-
tion for the Bahrein one had been found. If a de-
cision were taken by the British Government to mo-
dify the British control clause in order to allow
American oil interests into Bahrein, this would un-
doubtedly revolutionise Britain's policy in the
Persian Gulf.and have considerable consequences for
the Kuwait o0il concession. From its beginning Brie
tain's oil policy was nationalistic and had been

in operation in fho Persian Gulf; and no American oil
company had been allowed hitherto to gain a footing
in this area. There was never any question of per-
mitting American oil interests into the Gulf, and
as Brit#in was soon to change its attitude towards
Bahrein there is.a noed‘to explore the events and
reasons leading to this remarkable change,

By examining three interesting and inter-rela-
ted questions listed below the actual story of the
first Amcricin success and its immense conseguences
for Britain, the United States and the Persian Gulf's
political and commercial development will be revealed;-
l)> why the insertion of the British contrl clause

was suddehly introduced and demanded by the Co-
lonial Office at this crucial stage in the his-
fory 6: the Kuwait and Bahrein oil concessions.

b) How negotiations progressed between the Syndicate



<)

- 138 -
and the British Government and their influence on
the American attitude.
What the British Government finally decided regare
ding the introduction of American capital into Bah-
rein and the consequences of this on the negotia-

tions for the Kuwait and other o0il concessions of

. the region.
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PART 11I

THE BRITISH 'NATIONALITY CLAUSE' VERSUS

' THE AMERICAN 'OPEN DOOR




1, The Bahrein Precedent

The initiative to insert a British control
clause in the Kuwait and Bahrein draft concessions
came from the political resident in the Persian Gulf
and not from the Colonial Office, as was later sug-
gested by the Americans, On B December 1927 the po-
litical agent in Bahrein was asked by Holmes for a
one-year extension of the exploration licence, the
texms of the concession signed in December 1925 allow-
ing for an extension of up to two years from 1927,
subject to_the concurrence of the Shaikh, acting
upon the political agent's advice.l After consul-
ting the political resident, the political agent
approved Holmes' request and shortly afterwards the
Shaikh signed the supplementary agreement.

However, upon receiving the related papers, the
political resident in éushire realised that the ori-
ginal oil agreement signed in 1925 lacked any clause
safeguarding the maintenance of British control over
the concession. It was because his suspicions re-
garding the E.& G.S.'s relations with American oil
interests had grown considerably at this time that he
noticed the omission.

In January 1928 a party of American geologists
arrived in Bahrein and started an intensive survey of
the area searching for 011.2 As British officials

were generally apprehensive when oil prospecters
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arxrived in the Persian Gulf, especially foreigners,
the political resident went to Bahrein in mid-Febru-
ary to extract information frxom Holmes about the
American geologists and their conncction with the
Ee& G.S.3 Af ter looking>closely,at the situation,
he pointed out to the Colonial Office on 2 April 1928
that ‘ |

the original agreement between the Shaikh

and the Syndicatess..ssescontains nothing

to prevent the rights under it from being

transferred to an American or other fo-
reign concessionary,

The political resident therefore suggested that all
future agreements of this nature should contain a
special nationality clause in general accord with
Britain's policy in the l:oa.‘

The Colonial Office was somewhat surprised by
the political resident's suggestion, as there had
never been any question of even considering permission
to American oil interests to penetrate the Gulf and
the ninist:y was unaware of any American company

5

being interested in Bahrein. However their rela-

tively weak legal position as ;ogards forcing the
Shaikh and the Syndicatc to insert puch a provision
now was quickly recognised by the ministry.

| 'Hall, who had negotiated previously with the
Syndicate, observed that although the Shaikh was bound
to grant the concession only to a British Government
nominee (the 1914 oil convention), the government had

in fact already approved the concession being granted
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to the Syndicate and had themselves initiated the
terms of that concession. However as hq wWas unaware
of the Syndicate's agreement with Gulf_aeveral months
earlier, he anticipated no difficulties in inducing
the Syndicate and the Shaikh to agree to amend Ar-
ticle XI1I of the mining lease along the lines the
Colonial Office was about to proposo.6 Consequently
the political resident was instructed by the Colonial
Office on 19 June to advise thae Shaikh of Bahrein to
make the insertion of the nationality clause (on the
terms already quoted above) a condition Qf any future
agreement reached with the Syndicate, particularly
in the next renewal of the exploration licence due
at the end of 1928.7

The decision to inserxrt now a special clause
into the already signed Bahrein oil concession was
taken without much consgltation between the ministries
involved and without any sense of urgency. The Syn-
dicate was neither consulted nor informed at the time,
as this clause was considered to be in line with Briw
tain's well-known oil policy and in general accord
with imperial interests in the Persian Gulf. In this
part of the world the British Government was known by
the Syndicate to have secured the legal right not
only to prevent the Arab rulers from granting oil
concessions to foreigners but also to select the Bri-
tish company which could obtain these concessions.a

However when the Colonial Office was informed shortly
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afterwards by the Syndicate's directors of their
close connections with American oil interests, the
situation changed dramatically along with the Colo-
nial Office's attitude.

The véry unusual and sudden step taken by the
Syndiéate in voluntarily revealing their secret at that
particular time can only be explained by their be-
lief that the Colonial Office was abbut to receive
the information from another source. Previously
the Syndicate had hoped and thus endeavoured to keep
their agreements with the Americans secret until they
had concluded the relevant oil concessions in the
Persian Gulf, as fhcy knew the Colonial Office would
probably raise objections and create difficulties
for them in the rigion. However when Holmes returned
from New York in October 1928 and informed his col-
leagues of Gulf's intention soon to offer the Bah=
rein optioh’td I.P.C..‘thc Syndicate's directors
assumed that their rival = A.P,0.C. = a major par=-
‘ticipant in T.P.C. with special relations with the

British Government, would soon pass this damaging

9

information to the Colonial Office. Therefore on

17 October Janson and Holmes went to see Hall at the
Colonial Office and on their own initiative revealed
their connection with the Americans. (Irxonically

they later accused A.P.0.C. of revealing their arran-

gements with Gulf, thus excusing themselves to the

Americans for not being able to secure quickly
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British Government consent to the transfer of the Ku-
wait and Bahrein oil cbncessions to Gulf's nominee,)

Hall, who was quite surprised by the Syndicate's
statement, was quick to remind Janson and Holmes of
their verbal promise back in 1925 that control ovar
the concession'would remain entirely British and of
the need to obtain the Shaikh's and British Govern-
ment consent before conveying the concession to a
third party, as was indicated in Article XIII of the
mining lease. Howaver as hé'uﬂdérstood from the Syne
dicate that the negotiations with the Americans were
not yet concluded, he suggested that the Syndicate
should submit their Iinancfal proposals to the govern=
ment for approval before these went further, as he
was certain the Colonial Office would be opposed to
any American involvement.

In light of the information received, Hall es=
pecially appreciated the political resident's sugges-
tion and thus the urgent need for securing the inser-
tion of the nationality clause in any further agree-
ment signed by the Syndicate in the Persian Gulf, pare
ticularly in Kuwait;lo He fiit it fortun#to that the
Syndicate needed British Government approval for a
further extension of the ciploration licence in Bahrein,
thus enabling the governnint to make the Syndicate's
acceﬁtanco of the nationality clause a condition of
the approval.

The communication promised by the Syndicate was
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received shortly thereafter on 22 Octbber; but it
merely asked for renewal of their existing explora~
,tion licence for a further period of one year.11
The Syndicate had not produced for Colonial Office
approval any financial proposals to be put to the
a Amcricans #s had been promised because, as has been
s?en above, agieements had already been signed a
year earlier. After consulting the India Office,
the Pctroleuﬁ Department and also the Foreign Of-
fice, who had by now become involved as the issue
could iﬁvolve foreign policy considerations, the
Colonial Office informed the Syndicata that the Bri-
tish Government would xaise no objection to its ex-
ploza£io§ liccncc being renewed for a further year
on tha unde:'tanding that a British control clause
would be 1nsorted into the Bahrein oil concession.12
| Faced with strong govornment opposition to
tﬁc chricans entcring the Gulr. the Syndicatc
took immediate steps to enable them to fulfill their
109#1 obligntibns tovGulf and to convince the Colo-
'nial Office of the necessity of(nodifying its atti=-
tud§. In fhc éersian Gulf Holmes informed the po-
litical agent in Bahrein that if an extension of
the explozatioﬁ licence were not granted by the Colo-
nial Office then ihc rental payment of Rs,10,000
already made by the Syndicate to the Bihrein autho-
rities for thchexfcniion would be utilised instead

for the prospecting licence which, under the terms
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of the concession, was to follow the exploration li-
cence automatically. By so doing, the Syndicate
would in fact be able to circumvent Colonial Office
opposition as the prospecting licence was not con=-
ditional upon the ministry's approval.13 ‘

' In London, the Syndicate informed the Colonial
Office that they had already signed two agreements
with Gulf, justifying their action by explaining
their legal position vis-a-vis the British Govern=-
ment, the Shaikh and Gulfs In their letter of 19
Dcé@mbe: the Syndicate reminded the Colonial Office
that they had secured an oil concession in 1925
from the Shaikh of Bahrein on terms negotiated with
and approved by the ministry, and emphasised the
fact that at the time no stipulation had been im-
posed as to the British character of a third party
which might acquire the concession from the Syndi-
cate. Although Article XIII of the mining lease,

the Syndicate argued, stipulated that the Shaikh's
consent, acting on the advice of Britain, was needed

when conveying the concession to a third party, the
same article prxovided that such consent should not
be unreasonably witheld., ' Therefore, as the Syndi-
cate was in financial difficulties and could not
raise the extra capital in Britain, and in view of
certain stipulations they themselves had made which
ensured that the concession rights should be exaer

cised only by a company registered in Britain or
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Canada, they thus felt justified in accepting Gulf's
offer, Consequently, the Syndicate stated, they
could not accepf the Colonial Office's condition
as.it viould be resisted by the American company and
inevitaﬁly lead to a‘claim against the Syndicate
which could only result in its liquidation.l4
The Colonial Office, which had just begun to
téalise the gravity of the situation, invited the
lSyndicnte to ascertain more precisely their legal
position vig-a-vis Gulf, At a meeting on 28 Decem~
ber 1928 Colonial Office representatives accused the
Syndicate of granting rights which they could not
dispose of except with the consent of the Shaikh of
Bahrein. The Syndicate, for its part, suggested
that the Colonial Office use its influence on
A.P,0.C, B0 that T.P.C.y which A.P.0.C, controlled,
might reconsider the Gulf offer and accept the option
for the Bahrein oil concession which they had rejec-
ted when it was offered to them previously by Gult.ls
This would provide a satisfactory way out of the
impasse, as British interests would control the cone-
cession through ‘i‘.P.C.16 Consequently, for the first
time the Syndicate handed over copies of the two
agreements concluded with the Americans and the mee-
ting was ended after it had been decided to see if
the Gulf Oil Corporation would in fact exercise the
option for the Bahrein concession which was due to

expixe in a few days on 1 January 1929.17
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After examining the agreements received from the
Syndicate, the Colonial Office immediately sought
India Office and Petroleum Department advice on the
situation. The two agreements were sent to the Pet=-
roleum Department with a full account of the events
to date, requesting the department's view as re-
gards allowing American interests into Bahrein.

The Petroleum Department, which was well acquainted
with the apprehension about Britain's supply posi=~
tion, considered the wider implications of the is-
sue raised by the Colonial Office. The department
assumed from the information provided that if no
other British company were interested in the Bah-
rein oil concession, as seemed to be the case in
that the Syndicate had failed to raise British
capital, it would be preferable to allow a foreign
company into Bahrein to produce the oil, if it
existed, rather than not have it produced at all,

As most of Britain's supply came from the western
hemisphere the need to develop any potential in the
east was therefore evident, In any case, the de-
partment felt that in time of war the oil produced
would be in the effective physical control of Brie
tain and therefore {t was in Britain's interests

to encourage oil development in Bahrcin.18 Finally
the department agreed with the Colonial Office that

it would be preferable for the Iraq Petroleum Company
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(T.P.C. had now changed its name to the Iraq petroleum
Company « 1.,P.C.) rather than a purely Amerxican company
to become involved in Bahroin.19

The India Office, however, in accordance with the
Government of India's general policy of opposing the en-
try of foreign interests into the Persian Gulf for poli-
tical reasons, indicated in their 13 March letter that
it would be desirable if possible to withhold any exten-
sion of the Syndicate's rights under their December 1925
agreenent, unless the Syndicate undertook to comply with
the Colonial Office stipulation without reserve.?® Their
view was strengthened dy the British representatives in
the Persian Gulf, who were against allowing American inw
terests into Bahrein, especially on political grounds,
The political agent in Bahrein argued that the oll cone
pany could eventually control the Bahrein Government, and
he advised againast any relaxation of Britain's nationa-
listic policy.21

On examination of the other ministries' views and the
legal alternatives, the Colonial Office decided not to op-
pose further the introduction of American capital into
Bahrein., This remarkable decision was based on two assump-
‘tions, although shortly afterwards one of them turned out
to be false.zz Firstly the Colonial Office officials con-
sidered that if they withdrew their opposition, the result
would be that such oil as might exist in Bahrein would in
effect be developed by I.P.C.y a company considered to be
controlled by British interests, because Gulf was a member

of 1.P.Ce and had signed the Red Line Agreement. On the



'other hand, if they were to continue their opposition,

the result would be in all probability that any res-
erves present in Bahrein would remain undeveloped, since
the Syndicate had failéd completely in their effort to
obtain purely Br:l.fish capital for this enterprise. In
thil‘caso. cvch ir A.P.O,C. were induced to put up the ca-
pitai they also‘could not operate the concession indepen-
dently of I.P.C. , ,

Secondly, and this was the decisive factor in deter-
mining the Colonial Office's view, the British Government
could notvlcgally oppose the American interests in Bahrein
»‘. there was no British control clause either in the agree-
nent or in the iining lease signed between the Shaikh and
fhc Syndicate, and no indication in any of the documents
that the capit?l #nd control of the concessionaire company
had to renaiﬁ predominantly British. Although under Artie
cle XIII of the mining lease the Shaikh, acting upon Bri-
tain's advice, hndvto agree to the transfer of the conces-
sion to a third‘paxty. the same article provided that con~
sent should ﬁot be unreasonably withheld. Therefore it
was considered that independent arbitration, which had
been provided for in the agreement in cuao(of dispute,
would not accept that the Colonial bffico was acting rea-
sonably in don}ing the Syndicate the right to convey the
lease to Gulf merely on the grounds that the capital of

23 poriti-

that company was not predominantly British.
Cal reasons were not considered to be justifiable by an

arbi trator for such a refusal,
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Therefore on 20 March the Colonial Office informed
the Admiralty and the Foreign Office of their de-
cision that it would be advisable for the British
Government

to abandon the idea of opposing the intro-

duction of American capital to operate the

concession and to concentrate upon obtai-

ning such: a degree of British control as

may be practicable. 24

Although the decision to allow in principle
the Americans into Bahrein was taken prior to any
representation on the issue from the United States
Government, it is wi&ely believed that the State
Department's intervention was the decisive factor
in facilifating the American entrance into Bahrein,
This claim; which was initiated by the State De-
partment in 1945 and since repeated, is impossible
to substantiato.?s Whatever the complex situation
faced by the British Gévernncnt described above,
the United States Government's response to requests
for diplomatic assistance was remarkably mild and
completely difforont from that of 1918-1920 concer-
ning Itaq.26 .

In March 1929 Francis Loomis of the Standard
Oil Company and a representative of Gulf met the
Secretary of State to complain that the British Go-
vernment's recent decision 'not to permit any exploi=-
tation in Bahrein and Kuwait unless the company was
entirely owned and controlled by the British' was

discrimination against American interests. The two
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companies which were confronted with the British na-
tionality clause in Bahrein requested State Depart-

27 The State Department

ment diplomatic assistance,
did not accept the Standard Oil Company and Gulf's
argument of discripination particularly against Ame-
ricans because they knew that the British would take
the same stand towards other nationals trying to pene-
trate the Persian Gulf.
1 Nevertheless, they felt they had a justifiable
grievance in view of the fact that the Shell Group
which was 40% British was reported to be very active
in the United States, and that no British company
seemed interested in the Bahrein concession. The
State Department considered that if 'Great Britain
is going to keep Americans out not only of British
territory and British dominions, but ouf of protec-
torates' the United States Government should live
up to their own mining laws, ie. the Mineral Leasing
Act of 1920, and 'throw the British out.'28 Conse-
quently on 28 March 1929 ghc State Department instruc-
ted its Embassy to discuss the case of the Bahrein
0il concession informally with the Foreign Office and
toremind the Eritish that the United States 'is ex-
tremely liberal in regard to the operation of petro-
leum concessions by foreign controlled compnnies.'29
It was only on 3 April, two weeks after the
Colonial Office's recommendation to allow the Americans

into Bahrein, that the American Charg: d'Affaires
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digcussed the concession in Bahrein informally with
Foteign Office officials. R,Atherton informed the Fo-
reign Office that Gulf, with the Syndicate's con-
sent, had assigned the Bahrein option to the Stanw-
dard Oil Company of California (Socal) which was not
a member of I,P.C. and which had registered a com-
pany in Canada to operate the concession. At the
same time,_he explained that the State Department
would like to have a general statement from the Bri-
tish Government on policy regarding the holding and
operation by foreigners of petroleum concessions in
texritories such as BAhroin.ao
Although it became obvious from the informa-
tion provided by the American diplomat that the
Colonial Office's first assumption was false and

A purely Aﬁerican company would operate the con-
cession and not 1.P.C., which was dominated by Bri-
tish intexests, the decision already made by the
Colonial Office was not altered. By now the Admi-
ralty and the Foreign Office also accepted the Co-
lonial Office view and had agreed to allow American
capital into Bahrein.

' The Admiralty, which had initiated Britain's
nationalistic oil policy with a view to securing
British supplies of fuel for the Navy, concurred
with the Colonial Office recommendation. They ad-
mitted later that

in view of the absence of a British con-
trol clause it was impossible to stop the
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transfer and the best that could be done

was to secure conditions which provide

for some British control over the ope~

rating company. 31
Therefore in these circumstances, and obliged to
choose between the development of Bahrein oil deposits
by a foreign company with some form of British con-
trol rather than leaving them undeveloped as British
capital was not forthcoming, the Admiralty preferred
the former. 1In any case, the ministry considered
that Britain's control of the Persian Gulf and a
certain degree of control over the American company
would assure the Admiralty's preferential position
regaxding the oil produced, and especially a pre-
emption in time of war.32

The Foreign Office for its part was glad to
avold disagreement with the United States Government
over oil affairs, particularly after the tension crea-
ted by the 'open door'! principle demanded in Iraq
which had affected relations between the two countries

a3 They agreed with the Colo-

in the early twenties.
nial Office that Britain 'would not be on strong
ground in insisting én the exclusion of United States
capital from this particular concession', and accep-
ted the Colonial Office's view. They also informed
Atherton meanwhile that the British reply 'might not
be forthcoming for some period of time' due to inter-
deparxtmental consultations.a4

At the interdepartmental conference held on
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7 May which comprised representatives from the Colo-
nial Office, the Foreign Office, the Petroleum De-
partment and the India Office, the Colonial Office
recommendation was accepted, However the India Of-
fice representative was unable to express any opi-
nion pending the receipt of the Government of In-
dia's view. Nevertheless the India Office officials
were aware of Britain's weak legal position vis-i-
vis the Syndicate. They considered the Colonial
Office to be responsible for the absence of the
British control clause from the agreement signed
between the Syndicate and the Shaikh of Bahrein,
which now left the India Office with practically

no alternative but to agree to a transfer of the con-
cession to American intcrests.35 Therefore when

the Government of India's strong opposition to the
decision taken became known shortly afterwards on

12 May the India Office assumed the role of media-
tor between Simla and London in order to facilitate
& mutual agreement.

The Government of India's opposition reflected
Britain's fear of the consequences of the Bahrein
case in the Persian Gulf. The Viceroy emphasised
that if Britain gave way over Bahrein it would be
'difficult to prevent ground being cut under our feet
all along the coast, for our Qxclusivc agreements

36

are all on the same model.'! Al though the Colonial

Office recommended American entry into Bahrein it
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was also aware that no foreign oil interests had
hitherto gained a footing in the Persian Gulf., 1If
Britain were to chang§ this pol#cy now and allow |
American interests to obtain a foothold in Bahrein,
it would be increasingly difficult to continue to
exclude Americans from othex parts of the ?etsian
Gulf, especlally Kuwnit.37

Therefore Kuwait had been given special consi-
deration, pirticularly as the oil concession had not
yet been signed and the territory had been excluded
from the scope of the Red Line Agreement, thus ena-
bling the Gulf Oil Corporation to retain independently
their option on any concession the Syndicate might
obtain for them. The virious ministries were aware
that the question of American participation in Kuwait
was likely to arise as soon as outstanding problems
.conccrning the Syndicate's o0il concession in Bahrein
had been disposed ofj and in general they were pre=-
pared for this, A debate, which would continue until
the end of 1930 and_which will be discussed. in the next
chapter, was sparked off within the ministries about
the merits and demerits of the policy of preventing
- foreign interests from securing oil concessions in
the British Empire and zones of influencc.sa Des-
pite certain misgivings about a nationalistic oil po-
licy in general, a firm decision was made to resist
American entry into Kuwait and two tentative steps

were taken to implement this decision.
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Firstly it was made clear to the Syndicate's direc-
tors that even if permission were given for the ad-
mission of American capital in the case of Bahrein,
it would not be given in the case of Kuwait, as it
was unlikely that any concession would be given for
that texritory unless it contained the British con-
trol clause. Secondly it was decided that A,P.0.C.,
which was the only purely British 911 company ine
terested in the region, might be sounded out as to
the possibility of its applying for the oil conces-
sion.39 Eventually the decision reached by the
British Government was to allow the American company
into Bahrein only subject to ccrtgin conditions
which would ensure some measure at least of British
political control over the operating company., Ac=-
cordingly, in its reply to the United States Govern-
ment on 29 May the British Government expressed its
readiness to consent in principle to the participa-
tion of Unfited States interests in the Bahrein oil
concession but also indicated that any further case
of American participation in oil concessions in the
Persian Gulf would be considered on its individual

40 This meant that a general statement such

merits,
as the United States Government desired from the
British Government regarding the holding of oil
concessions by foreigners in the Persian Gulf would

not be made.

Nevertheless the State Department assumed rather
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naively that their brief and informal representation
had persuaded 'the British Government to abandon its
insistence on the British nationalityvclause in con-
nection with the Bahrein concclsion.....'f1 Cer-
tainly it was over-optimistic to say the least to
assume the British Government would very quickly de-
part from a long-established policy after some in-
formal representationj; and indeed the case of Kuwait
was to demonstrate the difficulties of persuading
the British Government to depart from its policy in
the region. Obviously the United States were unaware
of the fact that the British Government considered
it impossible to stop the transfer of the Bahrein oil
concession, in view of the absence of a British con-
trol clause in the initial agreement, and had there-
fore decided to allow the Standard 0Oil Company of
California to take up this conqcssion subject to cer-
tain conditions before the United States Embassy's
1ntctvention.‘ Ironically this misapprehension of
the.situgtion helped Gulf 15 enlisting State Depart-
ment assistance when they asked for it in 1931 in
connection with the Ku&ait oil concession.

. As this &ecisioﬁ had been rcachad regard#ng
Bahtoin. it now remained for the British quornmént
to negotiate with the Sﬁndicatc. as the existing
conccssionaifc. to citabli:h the conditions under
which th§ British would allow an extension of the

exploration licence and the transfer of the Bahrein
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oil concession to the American company's nominee. The
Syndicate's task was quite difficult as they had to
find common ground between two opposing forces, one
of which wanted to secure maximum British control
and the other minimum British control over the com-
pany which was to operate the concossion.42 However,
Secausc of the government's weak legal position, the
main argument put before the Syndicate to be conveyed
fo the Americans was of a general political nature:
:had not the British Government been active in the
Persian Gulf for the last hundred years there could
have been no question of working an oil concession
in these areas. Britain, the Colonial Office stated
to the Syndicato;s directors

by sacrifice of men and money had made

the Gulf safe for enterprises of this

chaxacter and they had every right to

impose such conditions on the conduct

of commercial enterprises in those

regions, 43

Janson and Holmes conducted the negotiations
with the Colonial Office and thc Americans effectively,
with tact and discretion. They never attempted to
dispute the right of the British Government to impose
conditions upon the participation of American capi-
tal in the operation of the concession, leading the
British Government to believe that the Syndicate and
the Americans had not 'discovered the lacunae in our
legal position of which we curselves are conscious

after a careful diagnosis of our caso.'44 Janson and
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Holmes, who knew that without British Government
goodwill in the Persian Gulf it would be very diffia-
cult to operate, let alone secure further oil conces-
sions, therefore decided on compliance rather than
confrontation.

. After winning some modifications of the initial
terms suggested, they assured the Colonial 9!fice on
19 July that they were not unreasonable and promised
to do their utmost to induce their American friends
to accept the conditions proposed. However after
consulting thc American company's represcntative in
London, Major Harry Davis. Holmes and Janson returned
to obtain further modifications from the Colonial
Office. They xplainod that the Amcricans could not
accept the curront conditions as thcy had a very low
opinibn of the managerial abilitios of British sub-
Jects, HavingAheard the cxplination of the American's
objections, the Colonial Office agreed to amend the
relevant sccfions.but stated that these latest modi-
fications represented the extreme limit of the con-
cessions which the British Govornmcnt were prepared
to make. (Ihc India Office had alxcady displayed
some reluctance to accept the nodifications made o
far.) o

Then the Syndicate repre:cntatives suggested
not ncgotiating any more with Major Davis as he was
eager to obtain pcxsonal kudos by sccuring condi tions

more favourable than his American principals probably
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thought possible, and therefore proceeding to the
Uni ted States to negotiate directly with wallace.
In October 1929 Janson and Holmes went to the Uni-
ted States and embarked on long negotiations with
;eprcsentagivcs of Gulf and So¢a1. They emphasised
.the political climate in the Persian Gulf and the
fact that the Colonial Office had conceded much more
‘than they had thought possible. As a result the
“Syndicato was able to persuade the Americans to ac-
cept the conditions proposed in principle, subject
to sone mino; modifications and clarifications.

- Nevertheless it took several more months of
,delicate negotiations between the Syndicate and the
Oother two parties - the Colonial Office and the
‘Agcrigqns - to concludcbl_gatisfactory agreement,
which allowed a Canadian company, the Bahrein Oil
Company, to take possession of the Bahrein Oil con=-
cession. The four!conditions agreed upon were con-
siderably dif{grent from those initially promulgated
and cmphasi;cd in the main Janson and Holmes' achieve-
ment, In general it was agreed that the company
to operate the concession was to be registered in
Canada and only one of its five directors was to be
a Britishtsubject. ‘charding the rest of the com-
pany's employeog. it was decided that the number of
British or Bahrein subjects would be conditional on

the efficient working of the opcrntion.46
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Events which led ‘to the signing of the Bahrein
oil concession with Socal have in general been over-
looked and therefore a special effort has been made
to establish the facts. It seems that the British
Government was mainly concerned to maintain its po-
litical supremacy and not so much to safeguard Bri-
tain's oil interests. Therefore as it was forced to
accept Americans in Bahrein in view of the omission
of a nationality clause in the concession, it con-
sidered the eventual agreement sufficient to curdb
any potential American political influence, ie. to
limit American personel and contact with the Shaikh.
By this the government hoped that the American com-
mercial success would not precede political claims
and influence which might undermine their supremacy.
On the other hand the UnitedVStatos Government without
political or strategic aspirations raised the oil
issue with the British Government only on an infore
mal basis,and accepted any restxictivc agreement
reached by its nationals on whose behalf they had in-
tervened,

However the outcome in Bahrein reveals the arri-
val of a ncﬁcomor competing for Middle East oil, the
implications of which passed unnoticed for a while,
but which later had a considerable influence on the
region's political and commercial development. Socal,
which was not a member of I.,P.Csy i€+ bound by the
Red Line Agreement, eventually posed a direct threat

to both the British Government and A.P.0.C. because
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for the first time a wholly American owned company
gained independently a foothold in the Middle East.
However, before turning to the wider implications
of this development for the region, Britain and the
United States, its influence on the nebotiations

for the Kuwait oil concession should be examined,
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2, In Pursuit of a 'Closed Door!

The majoxr phase in the drawn-out negotiations
for the Kuwait oil concession started in August 1930,
and as anticipated resulted in a far more serious
confrontation than in Bahrein between the British
Government and the E.& G.S. and eventually between
the British and American Governments.

Once a mutually satisfactory solution had been
found regarding Bahrein, and the concession assigned
to the Americans, the case of the Kuwait oil conces-
sion was reopened by the Syndicate. Holmes visited
Kuwait at the beginning of August and in contrast
to previous visits during the preceeding eighteen
months recommenced the oil negotiations. He infor-
med the political agent in Kuwait of his intention
to negotiate an oil concession and presented H.A. Dick-
son and the Shaikh with a draft concession which had
been drawn up by Gulf and passed on to the Syndicate
several months bcfore.1 Dickson, who had recently
been instructed by the political resident that the
British Government wished to ensure that events in
Bahrein should not set a precedent for Kuwait, indi-
Cated to Holmes that the nationality clause must be
inserted in any concession agreed with Shaikh Ahmad.2

As this meant a further delay in negotiating
the concession, because Gulf could not accept a clause

which had the effect of excluding any but purely
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British interests from exploiting the concession,
Holmes was disappointed with the local British
authorities®' attitude., He told the political agent
that the Syndicate intended to ask the Colonial
Office to modify the nationality clause on the same
basis as had been agreed in Bahrcin? Therefore

on 23 August Holmes left for London in order to
‘assist the Syndicate in their negotiations with

the Colonial Office, having ascertained the Shaikh's
willingness to negotiate an oil concession imme=-
diately.

In London the Syndicate informed the Colonial
Office of Holmes' activities in Kuwait and asked
the ministry's approval of the enclosed draft con-
cession which now incorporated the four conditions
agreed in the Bahrein oil concession as a substi.
tute for the nationality clause. Consultation
then ensued between the government ministries con-
concerned to consider the reply to be given the
Syndicate; while the Syndicate for its part con-
tinued to press their case as they were constantly
being urged to do by Gulf. The Syndicate reminded
the Colonial Office that in September 1925 they
" had approved the Syndicate's
negotiating an oil concession with the
Shaikh of Kuwait on the lines of the
Bahrein concession in which concession
no stipulations in the nature of the
nationality provisions were embodied.

Therefore, the Syndicate explained, they and their
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American colleagues saw no reason why the modifica-
tion made by the Colonial Office in regard to the
nationality clause in the Bahrein concession could
not equally well be made in the Kuwait concession.?
However, the Colonial Office viewed the matter
differently., 1t was guided by political considera-
tions, including the strategic importance of Kuwait
at the héad of the Persian Gulf and the necessity
of maintaining intact Britain's supremacy in the
region., It had already been agreed in principle
as early as May 1929 by the Colonial Office, the
India Office, the Foreign Office, the Admiralty
and the Petroleum Department that over Kuwait they
should hold out for the full nationality clause
thereby preventing the Syndicate and its American
associates from repeating their Bahrein success.>
Britain's legal position in Kuwdt, according to
the Colonial Office and the India Office, was much
stronger than in Bahrein, where the concession con-
taining no nationality clause had been granted to
and taken up by the Syndicate. 1In contrast, no
concession had yet been signed for Kuwait and Bri-
tain had every right according to the 1913 oil con-
vention to set general terms, in particular with
regard to the nationality of the concessionaire.
However despite their intention, confirmed
since 1929, the various ministries found it now

increasingly difficult and embarassing to continue
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insisting publicly that a nationality clause should
be inserted in the Kuwait oil concession, ie. pur-
suing a closed door policy. Bx;tain's nationalistic
oil policy, as seen above, had been initiated in
1904 by the Admiralty, the Colonial Office and the
India Officc and supported by thc Foreign Office.
Thc policy was adopted partly bccausc of the great
impqrtangc of oil from a defence point of view and
the Admiralty's aim of sccgring as far as possible
British supplies of oil fuel for the Navy, and
partly because of opposition to the large, monopo-
listic foreign oil companies which threatened Bri-
tish oil companies. The British oil companies,
which were small and Qulnct#blc. nc@d.d protective
measures to survive and when first imposed these
were considered by the Briti:h Government and the
oil companies necessary for the maintenance and
growth of Britain's oil industry.

The result v#s that a policy which discrimina-
ted against American interests, especially in Bri-
tish mandated territory and zones of influence, pe-
riodically came under fire from the United States
. Government and occasionally caused strained relA-
tions between tho two countries. Aftor the First
World wWar for instance the United States Government
demanded a sharc’ror Amor;can oil interests in Bri-
tish naﬁd;tory Iraq, a former territory of the Turkish

Empire. Eventually after the Americans secured a
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promise of a share in T.P.C. and further oil depo-
sits were discovered in the United States, the oil
controversy between the two governments subsided.6
Nevertheless, in 1929 when negotiations for the
Bahrein oil concession reached their climax, the
United States Government asked Britain to make a
~ declaration of its policy with regard to the holding
and operation of oil concessions by foreigners in
the Persian Gulf., In view of the importance of the
issue to Britain in terms both of oil and relations
with the United States, an interdepartmental con-
ference was called to consider the matter. At that
meeting on 7 May 1929 the various ministries con-
cerned, although finalising the decision taken pre-
viously to allow the Americans into Bahrein, could
not agree on a general policy for the future and
the reply to the United States Government had,
therefore, been that every case in the Persian Gulf
would be considered on its merits, It was also de-
cided that the Petroleum Department should prepare
A memorandum setting out the views of the various
minigstries - the Admiralty, the War Office, the Air
Ministry, the Foreign Office, the Colonial Office,
the India Office and the Board of Trade = and recom=-
mending a future oil policy for the British Empire.

After consulting the ministries conccrned 2nd
the major British oil companies - the A.P,0.C., the

Shell Group and Trinidad Leaseholds - the Petroleum
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Department concluded that the policy in its present
form had possibly outlived any useful purpose and
was no longer necessary. The British oil companies
no longer needed protective measures and the chances
of finding great oll fields in the British Empire
Qe;c believed to beipoor. Furthermore, British oil
companics were almost §xc1usivc1y dependent on fo=-
'reign soﬁrcés of supply) and the results for Britain
would be disastrous if the rcstriétive policy in

the British Empire were to be adopted elsewhere. She
thercfor; became more intcte#ted in the 'open door!'
policy than any other country.7 1t was now consie
aered that this poliéy was harming Britain in so far
as it was preventing foreign capital from assisting
in the ;earch.for‘oil in the British Empire, dama-
ging British oil interests in the United States, in
view of the Mineral Leasing Act of 1920, and resule
ting in an 6c§ssionalnstrain on diplomatic relations
with the United Statcs.

To understand the shift in govcrnment and cor-
poratc convictions thcre 1- a need to refer to the
direction in which the 1ntcrnational oil industry
developed during the twenties. In 1928 the three
major oil comp;nies - the Standard bil Company of
New Jersey, Shell and A,P.0.C. = which dominated oil
markets outside the United States had reached an
agreement by which this market was shared in propor-

tion to the percentage they held at the time. 1In
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order to assure an orderly market and a stable price
structure they agreed to recognise each others' rela-
tive §hare of the m@rkef. to share eacﬁ others' fa-
cilities and to supply their markets from the nearest
oilfields, thus buying crude oil from each other at
an agreed price.

This truce in marketing arrived at in the eastern
hemisphere was to include joint production. 1In the
same year the Red Line Agreement was signed under
the provisions of which the signatories, including
these three major oil companies, agreed that only
tﬁrough T.P.C. could an interest in oil exploration
be shéwn in Iraq, Saudi Arabia and the Gulf prine
cipalities except Kuwait, It seems that these two
agreements, ie. the 'As Is' and the Red Line, indi-
cated a growing co-épctation between the major oil
companies on matters of marketing and a joint con-
trol of a large portion of the world supplies? This
high level of co-operation strengthened government
and company convictions that it was no longer bene-
.ficial nor practical in the political and economic
enV1ronmenf of thc‘latc fwentiel to pursue the for-
mer policy of exclusiveness and modification was
necdcd;‘

Consequently in Oct&ber.1930 the British Govern-
ment decided that foreign interests be allowed to hold
and operate oil concessions in Crown lands in the Bri-

tish Empire, subject to various conditions. These
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were to sofoguard the security aspect of the oil sup-
plies, and included fairly comprehensive British
oharactor and British exploitation clauses together
with the obligation to refine oil locally and Admi-
ralty right of pre-emption.
| Although Kuwait was not part of the British Em-
piro. this decision obviously had some influence on
whether Britoin could continue to insist on the na-
tioﬁality clause there in defiance of the 'open door'
principlo which generally had been accepted for the
Empire itself. It became clear to the Foreign Office
and the Petroleum Department and tho Co}onial Office
that it would be politically impossible to declare
and justify a 'closed door' policy in Kuwait after
having docidcdvon a contrary course ofvaotion for
, tho British Empirc and indeed, hcing on thc point
of allowing forcign 0il interests into British Guiana,®
Nevertheless the :pecial political considera-
tions which had determined British policy in Kuwait
since the booinning.of the twentieth century still
existodi and this apparently prevented any relaxation
of the nationality clause in Kuwait, It was feared,
as in Curzon's days, that commercial interests were
the precursor of political claims and that as a re-
sulf of the extensive commercial rights contemplated
by the Syndicate in their draft conccsoion. the Shaikh
would be left in the hands of a foreign company and

that this would endanger Britain's position.
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Indeed, so wide-ranging were‘those rights that
after consideration the political resident criti-
cized the Syndicate for claiming nearly everything
bar the right to fly their own flag in Kuwai t, 1° The
political resident later went further in explaining
what had been known all along, that oil interests
were unlike ordinary commercial concerns as they
have 'infinitely larger resources, frequently wield
much political influence and demand much more ex-
tensive concessions.' 1In the case of the Syndi-
Qate's draft conéession. he pointed out, the Syn=
dicgtc was not seeking merely for permission to
A explore and prospect for oil but to construct roads,
railways, ports, lighthouses, telegraphs etc. 1If
this were achievedvtho Shaikh would become a pup-
petvin the hands of the Americans and Britim would
to a large extent lose the influence it had exer=-
cised and its whole position would be threatened. !}

Therefore in order to prevent the Americans
securing the concession, as political considera-
tions demanded, and also to act in accordance with
the spirit of the Cabinet decision of October 1930
not to impose restrictions on American capital,
there was a need to attract British capital to se-
cure the Kuwait oil concession. ‘The introduction
of A.P.0.,Csy in particular, which had previously
been interested in the conces;ion and ‘had special

relations with the British Government, seemed a
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way out of the difficulties as it would serve
British interests in Kuwait whilst not being at
odds with the Cabinet decision to remove the na-
tionality restriction in the British Empire.

In mid-October the Petroleum Department ape
proached Sir J. Cadman with a view to ascertai-
ning whethexr there was any prospect of British in-
terests, A.P.0.C. or I.P.Csy being willing to un-
dertake oil exploration in Kuwait., The depart-
nent most certainly indicated to Cadman the Brie
tish Government wish to see British rather than
foreign interests securing the conccssion.12 How=-
ever A.,P.0.C., who had ceased competing for the
Kuwait oil concession in 1926 blaming the Colonial
Office for setting a very high royalty obligation
and unduly onerous customs duties, asked to be
provided with the general terms being offered by
the Syndicate for the concession before answering
the Petroleum Department. In view of the special
relations with Cadman, a former colleague,13 and
with A.,P.0.Csy the Colonial Office agreed to pro=-
vide the information asked for, despite being
aware of the unethical procedure of disclosing
to one competitor the terms being offered in con-
fidence by anothcr.:l4

It soon became apparent to the Colonial Of-
fice that approaching Cadman to block the Americans

in Kuwait instead of having to impose the nationality
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clause was not going to achieve its intended objec-
tive and provide a solution to their problem. A.P.O.C.
were still unwilling to compete on the terms offered
by the Syndicate because these terms, especially the
high r§yulty and the customs duties, were conside=-
red to be prejudicial to the company's extensive
 concessions in Persia and Iraq. Indeed, one of

. the government-appointed directors of A.P,0.,C. ex=
plained later that these conditions, if accepted,
would have 'very materially prejudiced - in the
first place - the Iraq negotiations and in the se-
cond - negotiations with Persia on the subject of
the prolongation of the conccssion.' He also in-
dicated the fact that a company like A.P.0.C. when
negotiating any single concession 'must view the
terms in their relation to other concessionsScecessc.s
and must consequently do its best not to create a
precedent which might ‘have crippling effects else-

15 Therefore company policy since 1926

where. '
had been to discredit the Syndicate and prevent them
from securing the Kuwait oil concession rather than

to compete and endeavour to secure it on terms simi-

.lar to those offered by thef.
Furthermore as A,FP.0.C., had been kept fully

informed of events in the Pcrsian‘culf by their em-
ployceg and British officers, they were banking on
the local British authorities! insistence on the

nationality clause in Kuwait to thwart the Syndicate's
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efforts to obt#in the concession.16 Therefore the
company's directors believed there was little ur-
gency for the time being about any direct approach
to the Shaikh, 1In any case the world depression
which had hit the company's profits had reduced
demand for oil. This, together with the disco-
veries of oil in Iraqg, meant that the problem was
over-production and not diminishing supplies, thus
weakening the case forxr oil exploration in Kuwait
at that time. Moreover additional sources of oil
~in the Gulf area, where their main supply was lo-
cated, would not have been as beneficial to A.P.0.C.
as to Gulf which was eager to diversify its sour-
ces of supply, and therefore endeavouring to se-
cure the Kuwait oil concession through the Syndi-
catc}7 Consequently on 13 January 1931 A,P.0.C.
informed the Petroleum Department that the geolo-
gical information at their disposal was not suf-
ficiently encouraging for them to take ‘any fur-
thexr steps in the matter. 18
Faced with such a delicate situation, whereby
on the oho hand Britain could not attract Britsh
capital to block the Americans in Kuwait and on the
other hand could not acknowledge openly its opposie
tion to American interests securing the concession,
the Colonial Office found refuge in claiming pube
;icly that the Shaikh and not the British Government
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wos now insisting on the insertion of the nationa-
lity clause in any oil agreement he might sign.
This tactic, adopted by the Colonial Office in
agreement with the India Office, the FPetroleum
Department and the Foreign Office, was inspired
by reports received from the British authorities
in fho Persian Gulf, |

In September 1930 Dickson, the political agent
in Kuwait, informed the political resident that
‘without any further pressoro from H.MeGe' the
Shaikh himoolf would insist on the introduction
.of tho nationality clause, which the Shaikh called
the 'God;scnt clause', in any oil agreement he
nighf oign.19 Sir Huoh Biscoe, the political resi-
’dent. af terx lengthy discussions with the Shaikh
h during his visit to the shaikhdom in November 1930,
tcported to the Colonial offico that Shaikh Ahmad
. was cxtrcmoly emphntic rogarding the nationality
clauso and that on no condition whatsoever would he
grant a concession to any concern that was not en=
tirely British. Biscoe assured the Colonial Office
that the Shaikh would not grant the concession to
the Syndicate if there were any gisk of it being
transferred by them to a foreign concern, and indie
cated that'it was unlikely that any agreement would
be arrived at unless the Syndicate severed their
connection with their American collonguos.zo

The Colonial Office therefore informed the E.,& G.S.
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on 31 January 1931 that the Shaikh of Kuwait had
definitely refused to grant a concession to any
concern that was not altogether Bxitish and was
insisting on the inclusion of the nationality
clause in any oil agreement he was to sign. The
Colonial Office seem to have been naive in assuming
that the Syndicate or the Americans would accept
that it was the Shaikh who now 1nsi§ted on the na-
tionality clause which had first been suggested and
enforced by the British Government. Nevertheless
the Syndicate's proposed draft concession was rejec-
ted by the Colonial Office on the grounds that it
did not contain a British nationality clause which
was being demanded by the Shaikh,?!

. As might have been ;xpcctcd. the Syndicate
were surprised and made extremely suspicious by the
Colonial Offiéc's latest statement, especially in
view of Holmes' reports which had indicated the
Shaikh's attitude to be sonewhat diffcxont. and
therefore they tﬁrned to Shuckburgh, Janson, the
Syndicate's chairman, and DaQis. Gulf's representa-
tive in London. met the Assistant Under-Secretary
to discuss the matter in a personal and informal
waye, They informed him that Holmes was about to
‘return to Kuwait to proceed with his negotiations
with the Shaikh and asked for the ministry's appro-
val. Shuckburgh was not in a position to object
to Holmes being active in Kuwait although the
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Colonial Office was hoping that, having been infor-
med of the Shaikh's attitude and the British Govern-
ment's refusal to advise him to the contrary, the
Syndicate would abandon its efforts to secure the
concession,

The Colonial Office's stated objection was not
to the Syndicate but to its latest draft which omit-
ted the full British nationality clause. Therefore
Shuckburgh admitted that Holmes' visit to Kuwait
was the best course open to the Syndicate, while in-
dicating that the British Government would neither
help nor encourage the Syndicate in any way to secure
the concession for the Americans. Before returning
to the Persian Gulf, Holmes also called on Shuck=-
burgh to ascertain the Colonial Office's stand, Hol-
mes ostensibly expressed doubts as to whether his
visit to Kuwait would serve any useful purpose and
requested the ministry's assistance. Encouraged by
Holmes' statement Shuckburgh xepeated the ministry's
unco-operative Attitudc.zz

Having ascertained that there was nothing to gain
by staying in London, Holmes returned to Kuwait in
order to see what could be done to please the Shaikh.
He arrived in Kuwait in April 1931 and went first to
see the political agent to say that he had come to
conclude the water=drilling scheme which had been in
operation since 1926, and to pay the Shaikh compensa-
tion for failing to find water., Shortly afterwards
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Holmes met the Shaikh and paid him compensation of
R$.10,000 for which the Shaikh highly praised his
‘generosity! as he had not expected any such pay-
ment., (Dickson, the political agent, considered
this money to be another expensive gift from the

| Syndicate to win the Shaikh's favour,)

Later, this time without informing the politi-
cal agent, Holmes called again on the Shaikh and
gave him two draft.oil agreements to consider., The
first was the previous yiar's draft which the British
Government had already rejected as being unacceptable
to the Shaikh who insisted on a full nationality
clause, The second was a new draft containing si-
milar terms of yhich clause 8 enabled the Syndicate
to transfer the concession to any B:itish or Canae
dian company. Having been informed of Holmes' ef=-
forts to short-circuit events, tbc political agent
asked him for a copy of the drafts which had been
given to the Sh;ikh. When he visited Dickson soon
after, Holmes apologised for not sending them before
but submitted a copy of the new draft agreement only.

By this time Brifish officers in general in
the Persian Gulf considered that Holmes was bent on
gaining his objective 'by hook or by crook! and
therefore they were on their guard. Dickson had be=-
come exceedingly suspicious of Holmes and considered
him to be a very persistent and somewhat underhand

negotiator, He was about to leave Kuwait for a
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while and confessed to the political resident that

he did not 'feel exactly happy at the thought that
hc{ﬁolmesfwill remain in Kuwait after my departure' .
and warned Biscoe of the possibility of Holmes trying
to push 'his present draft through by judicious palm-
oiling of certain high'dignitarios.' Nevertheless

he assured the political resident that he was confi-
dent the Shaikh would stand firm and that fhoreforc
Holmes would not succeed.23 |

However Holmes waited until Dickson departed

to bring off his planned 'coup'. He believed he
could get past Dr. Greenway, the acfing political
agent whom he considered to be 'a good but simple
sort of fcllow.'z4 Indeed, shoxtly afterwards he
succeeded in winning from the Shaikh a le£tor which
could be interpreted as meaning that he would waive
the British nationality clause if the British Govern-
ment agreed, It seemed therefore that the Shaikh

had withdrawn his insistence on the full nationality
clause to the extent of placing on the British Go-
vernment the onus of insisting on its inclusion.

In London, upon receipt of a copy of the Shaikh's

2 July letter to Holmes from the acting political
resident in the Persian Gulf, the Colonial Office
realised it was becoming more difficult and distinctly
embarassing to maintain the attitude they had hither-
to adopted towards the Syndicate, ie. that it was
the Shaikh who insisted on the British nationality

clause, not they. However as events had now turned
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full circle for the British Government, their whole
position had to be considered anew in order to find
a way out of their difficulties,

Heated consultation between the various minis-
tries resulted from this seeming;y unfortunate change
of mind by the Shaikhj and the Syndiéate. as was to
be expected, returned to press home their advantage.
Armed with the Shaikhts letter, it adopted the posi-
tion that since his opposition had now been overcome,
the British Government should no longer object to
the Syndicate's draft proposals for the Kuwait oil
concession, Janson, who saw Shuckburgh on 24 July,
stressed the Syndicatg's willingness to meet Bri-
tish Government requirements in #ny way they could
and requested that the politic;l resident be instructed
not to continucAto obstruct the Syndicate in their
attempts to conclude an oil agreement with Shaikh
Ahmad, 23 |

~ However for the British Government the Shaikh's
letter had changed little. The same political ob-
jections to ghc Syndicate securing the concession
for the Americans still exiltcd; only‘a change in
tactics was required to deprive the Syndicate of the
concession. (At this stage it is important to point
out the broad undcrsfanding on the issue between
the ministries concerned, especially noting the
attitude of the Foreign Office,which was shortly to

change its tune as a direct result of Unfted States
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Government intervention on behalf of the Syndicate,)
Consequently, the Syndicate was informed that the
government could express no opinion pending the re-
ceipt of the observations of the political resident
and the political agent which could not be given until
those two had returned to the Gulf after their leave,
which was not expected to be before October 1931,

Fortunately for the Colonial Office, as Biscoe
and Dickson were on leave in London they could give
their explanation of the Shaikh's letter immediately.
At an interdepartmental conference held in the Fo=-
reign Office on 20 August the two officers gave a
completely different interpretation of the letter
and assured those present that the Shaikh would be
vexed if he knew of the Syndicate's interpretation.
. Dickson was confident that the Shaikh wanted to get
rid of Holmes. He repeated what he had previously
told the Colonial Office, that the Shaikh meant to
say in the letters

I am sick of being bothered by you, so

go and talk to the British Government,

and if you can get them to agree to

anything, come back and we will see

about it., 26
He also assured the India Office that ;t would be
possible for them to extricate themselves from this
difficult position as the Shaikh 'will certainly be
Prepared to eat any words which he may have uttered

if we wish him to do so.'2’
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Dickson's interﬁrctation of the Shaikh's lete
ter‘rlised considerable doubts among the ministries
concernedg and as his previous assurances that the
Shaikh would stay firm and refuse to deal with Hol=-
mes and latterly that he would change the woxding
of thig letter if asked had proved false, there is
a necq'to explain  the reasons for the apparent er-
rors in hi; judgement and interpretation of the
situation, (A.P.sO.C.'s dirgctors, yho were also
informod of the Shaikh's letter by their contacts
in the Persian Gulf, accepted the Syndicate's in-

terpretation and not Dickson's.)

There were twb main factors influencing Dick-
son and other British officers in the arxea in their
failure to.grasp the real situation in regard to
the oil conccssion.‘ The first was their political
pPrejudices and the second the Shaikh's behaviour.
Dickson. who had been political agent in Kuwait

sincq 1929, described ﬁimsclf as a man who was !very
1mpcxialist1¢ and cannot stand the thought of an
| American concern getting'Kuwait, Naturally. there-
fore, he did evorything in his power to prevent the
_Syndicatc frém succeeding in Kuwait. Indeed, on
the one hand he repeatedly stressed to the Shaikh
the importance attached by the British Government
to the nationality clause and on the other hand
corresponded on a personal level with Arnold wilson

from A.,P.0.Csy informing him of events in Kuwait
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and urging his company to compete for the concession
by reporting various indications showing the possi-
bility of oil deposits in Kuwait.28 Consequently
any inform;tion which was thought to weaken the
Syndicate's prospects in Kuwait, particularly that
given by the Shaikh, was gladly accepted by Dickson
and widely reported.

Although the Shaikh was regarded by the local
British authorities as being 'easily swayed and not
possessed of much strength of character' and as a
man who liked to use an 'evgsive style in which
the Arab mind seems to delight', the political
agent reported his negative comments about the Syn-

29 Dick-

dicate without any doubts or reservations.
son became to some extent a captive of his own be~
liefs and desires; and af ter emphatically stressing
lfof 80 long the Shaikh's strict conditipn of gran=-
ting only a concession containing a full nationality
clause, he could not but give the above unconvincing
interpretation of the Shaikh's letter.

The Shaikh's attitude, which was the second
contributoty‘facto; to Dickson's eroneous judge=-
ment in the oil concession case, should be explained
in the context of the political situation in the
Persian Gulf whereby Kuwait's independence was largely
dependent on Britain, Its political position vis-a-
vis her neighbours and Britain is best illustrated

by London's reaction to the Acting High Commissionerx
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of Iraq's proposal on 24 July 1930 that the British
Government 'should in fact assist any tendency
there may be in the direction of encouraging the
absorption of Kuwait by Iraq.' This suggestion,
completely at odds with Britain's long-established
policy in Kuwait, resulted in considerable consul-
tation within the Colonial Office and among the
ministries concerned - the Foreign Office, the Co-
lonial Office and the India Office. The unanimous
decision, reached in a relatively short time, was
that the government should continue the policy hi-
therto followed, namely to maintain Kuwait as an
unofficial protected state entirely independent

of either Iraq or Ibn Saud's kingdom. It was
considered by the ministries that the British Go=-
vernment could easily command obedience from the
Shaikh of Kuwait so long as his independence was
guaranteed, and that 'this fortunate situation

may be expected to continuc.'3° (This also ex-
plains the British Government's desire to see no
other power in Kuwait.)

The Shaikh was well aware that he needed Bri-
tain's support and goodwill in his relations with
Kuwait's more powerful neighbours, ie. Persia,
Iraq and Saudi Arabia, who had made territorial
and other demands of him over the years. He appre-

ciated that !the very existence of Kuwait depended
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on H.M.G. continued friendship and advice and [he] was
not prepared to jeopardisg 1t.'31 |
. Howgver, from the beginning, he had regarded the
oil conqession as a commercial affair and shared the
inclination of his neighbour, the Shaikh of Bahrein,
to grant it to Holmes. The fact that Kuwait was be-
ing deprived of badly needed revenue because the Bri-
tish Government insisted on a proviso which they had
wajived in the case of Bahrein also aggravated and
confused the Shaikh. Thcfeforc in order to avoid di=
rect confrontation with the British Government over
the oil issue but at the same time keep Holmes as
an active and interested competitor, he adopted a
somewhat manipulativi policy.
In July 1928, for 1nstancq. having been infor-
med by Holmes of the Syndicate's connection with a
prosperous American oil company and having been of=~
fered terms which were exceptionally generous, the
Shaikh informed More, then the political agent,
that he considered
the E.& G.S. & very weak conCernsecssess
and would have several other conditions
of his own to lay down which they L the
Syndicate] might well not accept. 32
The political agent interpreted the Shaikh's state-
ment as meaning that it was unlikely that Holmes
would be granted a concession and reported accordingly,
while in fact Holmes was closer than ever before to

. €linching an oil agreement in Kuwait with the Shaikh

and _only his departure to New York prevented a success-
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ful outcome., Consequently in London it was unclear
from the political agent's reports whether the Shaikh
had refused Holmes a concession or whether Holmes
had had to leave Kuwait before concluding an agree-
ment, The Colonial Office, confused by the informa-
tion provided,asked for clarification with details
of th actual position and attitﬁdc §£ the Shaikh,
As;a result the political agent stated in a special
réport that the Shaikh had not refused to grant
a éoncession to the Syndicate and that Holmes inten-
ded to return to Kuwait soon to renew nogotiations.33
Again, in 1930/31 the Shaikh repeatedly told
Dickson, as seen above, that hc would never grant
any concession to Holmes without the full nationa-
lity clause being inserted. However while Dick-
son was away the Shaikh gave Holmes a written state-
ment rather vaguely woxrded which was.certainly
open to the interpretation that if the British Go-
vernment were willing to waive the nationality
clause the Shaikh would also be willing to do 50.3‘
Dickson in London was naturally surprised by the
1€tter and as soon as he r#turnod to Kuwait he con-
fronted the Shaikh Qith this 'apparent volte face!
which had annoyed the British Government, placing

it in an awkward position.

It seems thaf this time the political agent,
with a certain lack of diplomacy, triedid§sbcrately
to bring the Shaikh back into line, as he had assu-
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red the India Office that the Shaikh would comply.
Dickson promised that if the Shaikh repudiated the
letter 'he would recover all lost ground and cer-
tainly obtain H.M.G. support and approval'., Dick=-
| son definitcly also assured the Shaikh of Britain's
| help in solving current disputes which were de-
priving Kuwait and himself of considerable revenue,
ie. over the taxation of his date gardens in Iraq
and Ibn Saud's blockade>> He reminded the Shaikh
of Britaint's confidence and favour, the conferring
on him of theK.C.I.E, and the recovery of £3,000
from Ibn Saud, urging him not to alienate Britain's
sympathy and support by opposing her well=known
wishes,

The Shaikh's response to such direct and an-
noying pressure was much as before. He stated ver-
bally to the political agent that he had in no way
whatsoever altered his views about the nationality
clause and the necessity for its insertion., He
also Assuréd Dickson that unless Holmes agreed to
the ipclusion of the nati#nality clause he would
ask him to‘1§avc his state as he desired no further
discug;ionsb;vcr.tho question of fhc 911 concession.
However he exéused himsclf‘by s;ying that the ac~
ting pol;tical agent had approve@ the wording of
the letter before it was sent to Holneg. and that
he had no reason to suppose after being informed

in 1928 and 1930 of the British Government's insis-
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tence on the nationality clause that in 1931 they
would revoke their dogmatic stand on this.35 (The
acting political agent, Dr., Greenway, was unfamiliar
with the oil issue and had been criticized for fai-
ling to realise the significance of the letter.)

In contrast, while dining with Holmes on 30
October, the Shaikh repeated that his letter made it
clea; that the nationality clause was a question
to be settled between Holmes' company and the Briw
tish Government and that in no circumstance would
he withdraw the letter. Indeed the Shaikh never
Iwithdrcw or changtd the wbrding of his letter to
. Holmes, a further indication df Dickson'; misjudge~
ment when he promised the India Office that the
Shaikh would do so. | .

By adopting this !two-faced! approach, the
Shaikh was successful in mobilising British supe
port whilst at the same time maintaihing Holmes!
interest as an active competitor for the concession.
He thus improved his own bargaining position po=-
litically and economically., However the Shaikh's
attitude was naturally of no assistance to the Brie
tish‘Governmcnt in theix di:ficult and embarassing
predicament vis-a-vis the E.& G.S; and eventually
what they saw as their deliverance came not from
the Shaikh but from‘a totally unexpected quarter =
A.P,0,.C,

The company suddenly revived its intexest
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in the Kuwait oil concession and informed the Bri-
tish Government accordingly. This sudden move was
due to the Shaikh's 2 July letter to Holmes, which
the company interpreted in the same light as the
Syndicate. The company's directors were continually
kept fully informed of the situation in Kuwait; and
as long as it was understood that the Kuwait oil
con;ession was to have a British nationality clause
they felt no need to compete for the concession
against the Syndicate. However the Shaikh's let-
ter alerted them to the possibility of the Syndi-
cate's overcoming the nationality clause barrier,
upon which they had been rclying heavily to prevent
a Syndicate success in Kuwait.

Therefore in a letter dated 25 Auguit the come
pany explained to the Petroleum Department that as
a result of recent test borings on the Persian Gulf
coast they now considered the prospect of the exis-
tence of o0il in Kuwait to be less remote than had
hi thexrto been thought. Accordingly, the company re-

quested the British Government's permission to con-

duct another geological survey of Kuwait's torritory.3

The Petroleum Department immediately informed the

Colonial Office of this favourable development and
advised that 'A,P,0.C. should be given every encou-
ragement and all facilities which can reasonably be

37

afforded them,' The Colonial Office for its part

urged the political resident, who was on his way

6
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back to Bushire, to assist the company and secure
the Shaikh's concurrxence with the proposed geologi=-
cal survey.

The various ministries! quick response illus~
trates their hope that if A.P.0.C. competed for the
concession it would extricate them from the 'some=-
what delicate poiition in ﬁhich they have been placed
by the activities of Majof Holmes on behalf of Ame-

38 This would rescue them from

rican interests,'
appearing to adopt a 'dog-in-the-manger' policy,
ies insisting on a British nationality clause while
no British company was interested in the concession.
In the Persian Gulf the political resident
and the politica1~agent. excited by the news, were
soon able to inform A.P.0.C. that the Shaikh had
consented and that éhcy could proceed with the ex-
Plorxation as soon as they desired, The company, en-
couraged by the Shaikh's response, took steps to
carry out a geological survey of Kuwait durxing the
cold season, asking the political agent meanwhile
to 'hold up things where Holmes and his crowd are
conccrncd.'3°
Being well=informed Holmes bcca#o alarmed by
A.P.O.é.'s revival of interest in Kuwait and their
intention to conduct a geological survey. He feared
that the pressure of the British Government upon
the Shaikh, combined with the renewed activities of

A.P,0.Cs in Kuwait, might prove to be too strong



for the Shaikh to resist, and that the concession
would be lost. Therefore in a letter dated 1 Novem=-
ber Holmes urged the Syndicate's directors to use
every means in their power, diplomatic or otherwise,
to force an early reply from the Colonial Office as
to their attitude to the Syndicate securing a conces-
sion in Kuwait in view of the Shaikh's 2 July let=-
ters As the Syndicate's 3 November letter to the
Colonial Office did not produce the desired result,
.Holmes' line was followed, as in many other instances,
and the Gulf Oil Corporation was urged by the Syndi-
cate to approach the United States Government for
assistance.

Although it gradually became clear that a na-
tionalistic oil policy was out of date, the British
Government still insisted on a 'closed door' in
Kuwait for political reasons. The desire to main-
tain its political supremacy in the region was re-
flected in government policy of preventing the American
‘ oil interests cntcring the fields Consequently,
whilst unable to insist openly on a 'closed door!
less specific methods were employed which eventually

sparked off United States Government intervention.



3+ The United States Government Steps In,

The Gulf 0il Corporation,which since 1929 had
kept the State Department and the United States Em-
bassy in London regularly informed of their diffi-
culties with the British Government in securing the
Kuwait o0il concession, finally requested diplomatic
assistance. In a letter to the State Department
dated 27 November 1931 they accused the British Co-
lonial Office of being evasive for more than a year
and of deliberately delaying its reply to the E.& G.S./
Gulf application for the Kuwait oil concession in
order to secure the concession for A.P.,0.C. 'To all
intents and purposes!, continued the Gulf letter,
A+P.0.C, and the Colonial Office were 'acting to-
gether to the end that American interests may be pre-
vented from securing an oil concession in Kuwait,'

" Gulf was particularly anxious in view of the fact
that A.P,0,C., was preparing to conduct a geological
survey in Kuwait shortly,while they and the Syndicate
had been waiting over four months for the Colonial
Office's reply as to whether it would now be prepared,
in view of the Shaikh's 2 July letter, to waive the
nationality clause in the case of the Kuwait oil
concession, Therefore the Gulf statement concluded
that without prompt assistance from the United Sta-
tes Govotnncnt the concession would be lost to the

British company as a direct result of a combination
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of British Government pressure upon the Shaikh and
the recent activities of A.P.O.C.1

Three days later a meeting took place between
the Secretary of State and Gulf representatives, Wala
lace, Stone and Stevens misled the Secretary by saying
that in 1929 they had been led to believe by the Co-
lonial Office that an arrangement similar to that in
Bahrein would be possible in the case of Kuwai t. 2
However despite a willingness by the Shaikh of Kuwait
to sign the concession with the Syndicate and have
it turned over to Gulf, the British Government were
still insisting on the British nationality clause,

. claiming this was the Shaikh's wish,

The Secretary of State, unfamiliar with the case,
enquired whether the British nationality clause effec-
tively prevented the entrance of an American company
into Kuwait and whether any British companies were
interested in the area, He was informed that the Bri-
tish nationality clause prevented any American come-
pany from controlling the concession and that recently
A+P.0.,Cs had been showing some interest in the con-
cession despite turning down the Syndicate's offer to
sell their entire holding in the Persian Gulf and
Arabia, as had other British companies. Consequently
the Secretary of State responded positively and re-
ferred the matter to the Near Eastern Division of the
State Department,

On meeting Wallace Murray, the Chief of the
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division, Stone explained why Kuwait had been exclu-
ded from the territory of the former Turkish Empire,
ie. excluded from the Red Line Agreement. According
to the Gulf representative A,P,0.C. had been nego-
tiating at the time for the Kuwait oil concession and
did not wish !their operatins to be hampered by being
obliged to consult with the other members of T.P.C.!
This inaccurate and misleading explanation was pro-
vided deliberately in order to prove to the State De-
partment that 'there was a good deal of jockeying

done by the British oil interxests' in the Middle East.3
Finally, although saying they could not tell the

Department what steps should now be taken, they sugges-
ted nevertheless that the United States Embassy in
London should(takc the matter up with the appropriate
British authoritiess It seems that by providing mis-
leading information, a practica later followed by other
American oil companies asking for state Assistance.4
Gulf strengthened its case for State Department support.

After considerable consultations involving the
Assistant Secretary of State, the department felt jus-
tified in raising the matter with the British Govern-
ment. The State Department's oil policy in the Mid-
dle East was centered on the maintenance of the 'open
dooxr' principle, thus securing for American oil com=-
panies the privilege of competing for oil concessions
on an equal footing with foreign companies. There-

fore, in view of the department's belief that because
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of their informal representation about Bahrein the
British Government had 'backed down completely from
its insistence upon the insertion of the nationali-
ty clause!, it seemed logical to insist upon such
an agreenment for Kuwait since both were coniidered
identical in status as 'puppet Arab states nominally
» governed by native Shaikhs.....but actually ruled by
the British political agents there.' It was decided
to accord Gulf precisely the same assistance as to
any other bona fide American company to remove the
obstacles the British had set up against them and
80 leave then free to negotiate for the Kuwait oil
concession on equal terms with any other company.
However, before promising such assistance the
department ensured that Gulf was not seeking a mono-
polistic conceqsion in Kuwait, le, that it was wil-
ling to confine its expioitation rights to a reaso-
nable arxea of the territory.s The department could
not support any monopolistic claims in view of their
.previous criticism of the British Government for mo-
nopolising potential oil=bearing territory in Ixaq.6
Eventually, after receiving an assurance to this ef-
fect from Gulf, the State Department instructed the
Embassy in London to take the matter up informally
with the British Foreign Office and to ask for a
statement of British Government policy regarding
the development of petroleum resources in Kuwait by

American companies.



- 197 -

On 4 December the United States Charge d'Affaires
called on the Foreign Office and raised the matter
of the Kuwait oil concession informally., Ray Ather=-
ton stated the United States Government's wish to
secure the right of American interxests to partici-
pate in the development of the petroleum resources
of Kuwait upon an equal basis with British interests,
ie. the wish to open the door for American interests
in Kuwait as had been done in Iraq and Bahrein. In
view of the delay which had already occurred in the
matter, Atherton continued, it was the State Depart-
ment's hope that it would soon be possible for the
Colonial Office to give a favourable reply to the
American company through the Syndicate.

Ten days later on 14 December, upon his return
from Paris, Ambassador Dawes discussed the Kuwait
concession with Sir John Simon, the Foreign Secretary,
and shortly afterwards the Counsellor at the Embassy
also referred to the matter when he met the Assis~
tant Under-Secretary, Sir Lancelot Oliphant.7 The
United States Embassy's agcressive response to the
State Department's request to raise the Kuwait issue
informally was due to the fact that since 1929 the
various members of the embassy staff had been pro-
vided with information by Gulf indicating underhand
mathods used by the British Government to exclude
American interests from Kuwait.®

Suddenly the Foreign Office found itself being
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pressurised by on§ of Britain's most important allies
on a subject for which they were not the responsible
ministry and which they considered to be of rela-
tively minor importance. There were two important
issues confronting the Foreign Office at the time
over which United States Government goodwill was essen-
tials Britain's request due to the depression for a
postbonement of her Wworld er I debts and the need to
restrain Japan's expansion in the Far East, particu-
larly in China,? Therefore Sir Lancelot Oliphant
asked the Colonial Office, the ministry responsible,

10 It is appa-

to expedite a reply to the Syndicate.
rent that As-the Kuwait o0il concession started to
affect di§lomat1c relations between Great Britain and
the United States, the Foreign Office became more

and more involved until gradually they became the mini-
stry assuming gtcatesf responsibility for decision-
making.

However the Colonial Office was anxious to pro-
crastinate over the Kuwait concession, all the more
since there was a *likelihood that the A.P.0.C. may
take the field', They therefore suggested delaying
a reply to the Americans at least until after the inter-
departmental conference scheduled for 1 Januarxy 1932.11
In the ciicumstancos the Foreign Office sent an inte-
rim reply to Atherton on 22 Dccember saying that the

issue was being considered by the various ministriaes

concerned and promising a further communication in the
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near future.12
Nevertheless the United States Embassy continued

to press the Foreign Office for a satisfactory reply.
On 28 December the Ambassador again raised the issue
with Sir John Simon and presented a memorandum which
had been prepared by Harry Davis, the London represen-
tative of Gulf, setting out certain facts to strengthen
the Syndicate's case. Davis' memorandum stated the
Shaikh's willingness to omit the British nationality
clause from the oil agreement provided the British
Government agreed, together with the Syndicate's
Preparedness to include in the concession conditions
yinilar to those incorporated by the Colonial Office
in the Bahrein concession. 1In addition. the memo
also focused on the real and sole outstanding issue
between the two governments which was, according to
the Americans 'whether the British Government does
or does not insist upon the inclusion in the Kuwait
concession of the so-called 'British nationality
clause'.,!' On 29 December Atherton again called on
the Foreign Office, this time to ckpross the hope
that the Brifish Government would not support an
application from a purcly British company for an oil
concession in Kuwait while the question of the Syn-
- dicate's proposals were under considor&tion.13 (He
was referring, naturally, to A.P.0.C. which had been
reported by Holmes as being active in Kuwait, since

it had begun a geological survey on 15 Decembaer,)



Although it was considered that the United
States Embassy was now pleading on behalf of Gulf,
whereas originally it had stated that the United
States Government did not wish to favour any one
American interest in particular, the Foreign Office
still hoped that in a short while they would be
able tb give a satisfactory reply to the Americans.
It realised that although the Colonial Office and
the India Office were likely for political reasons
to advocate that Britain should advise the Shaikh
to maintain the British nationality clause, in fact
these reasons could no more be justified in the
case of Kuwait than they had been for Bahrein. The
ministry believed it would be impossible to 'justi-
fy to any impartial tribunal insistence upon stric-
ter conditions in the case of Kuwait than in the
case o: Bahrein' and the Colonial Office's argument
was considered to be weak and specious. The last
thing the ministry wanted now was a renewed oil
controversy with th; United States similar to the
one over lraq a fcw years beforej and therefore
they were prepared even at this early stage to
leave the Shaikh free to give the E.& G.S. the con-
cession, incorporating terms similar to those in
their Bahrein concession, if A.P.0.C. were not se-
riocusly interested., Unless A.P.0.C. were genuinely
in the field, wrote the Assistant Under-Secretary,

'we cannot keep the United States Ambassador in
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suspense.'lf However for tactical reasons the Fo-
reign Office were not prepared at this stage to make
this view known to the other ministries.

At the conferencc on 1 January 1932, faced
with united opposition from the Colonial Office,
the India Officcland the Petroleum Department, the
Foreign Office representative chose to continue con-
cealing his ministry's view for the time being. In-
stead, the Foreign Office joined with the other mini-
stries' wish to keep the Americans out of Kuwait if
at all possible. Accordingly the best course of
action was considered