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Author’s Note

IN LATE 2010 I started to feel sick. At first I put the constant nausea down
to a bout of malaria and a stomach bug I’d picked up during a trip a few
months earlier to cover an election in Guinea, but the sickness persisted.
I went back to the UK for what was meant to be a week’s break before
wrapping up in Lagos, the Nigerian megacity where I was based as the
Financial Tvmes’ west Africa correspondent. A doctor put a camera down
my throat and found nothing. I stopped sleeping. I jumped at noises and
found myself bursting into tears. At the end of the week I was walking to
a shop to buy a newspaper for the train ride to the airport when my legs
gave way. I postponed my flight and went to another doctor, who sent me
to a psychiatrist. In the psychiatrist’s office I started to explain that I was
exhausted and bewildered, and I was soon sobbing uncontrollably. The
psychiatrist told me I had severe depression and that I should be admit-
ted to a psychiatric ward immediately. There I was put on diazepam, a
drug for anxiety, and antidepressants. After a few days in the hospital it
became apparent that there was something else tormenting me in tandem
with depression.

Eighteen months earlier I had traveled from Lagos to Jos, a city on
the fault line between Nigeria’s predominantly Muslim north and largely
Christian south, to cover an outbreak of communal violence. I arrived in a
village on the outskirts not long after a mob had set fire to houses and their
occupants, among them children and a baby. I took photographs, counted
bodies, and filed my story. After a few days trying to understand the causes
of the slaughter, I set off for the next assignment. Over the months that fol-
lowed, when images of the corpses flashed before my mind’s eye, I would
mstinctively force them out, unable to look at them.

The ghosts of Jos appeared at the end of my hospital bed. The women
who had been stuffed down a well. The old man with the broken neck.

IX
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The baby—always the baby. Once the ghosts had arrived, they stayed. The
psychiatrist and a therapist who had worked with the army—Dboth of them
wise and kind—set about treating what was diagnosed as post-traumatic
stress disorder (PTSD). A friend of mine, who has seen his share of hor-
rors, devised a metaphor through which to better understand PTSD. He
compares the brain to one of those portable golf holes with which golfers
practice their putting. Normally the balls drop smoothly into the hole, one
experience after another processed and consigned to memory. But then
something traumatic happens—a car crash, an assault, an atrocity—and
that ball does not drop into the hole. It rattles around the brain, causing
damage. Anxiety builds until it is all-consuming. Vivid and visceral, the
memory blazes into view, sometimes unbidden, sometimes triggered by an
assoclation—in my case, a violent film or anything that had been burned.

Steadfast family and friends kept me afloat. Mercifully, there were mo-
ments of bleak humor during my six weeks on the ward. When the BBC
presenter welcoming viewers to coverage of the wedding of Prince William
and Kate Middleton declared, “You will remember where you were on this
day for the rest of your life,” the audience of addicts and depressives in
the patients’ lounge broke into a chorus of sardonic laughter and colorful
nsults aimed at the screen.

The treatment for PTSD 1is as simple as it is brutal. Like an arachno-
phobe who is shown a drawing of a spider, then a video of one, then grad-
ually exposed to the real thing until he 1s capable of fondling a tarantula,
I tried to face the memories from Jos. Armed only with some comforting
aromas—chamomile and an old, sand-spattered tube of sunscreen, both
evocative of happy childhood days—I wrote down my recollections of
what I had seen, weeping onto the paper as my therapist gently urged me
on. Then, day after day, I read what I had written aloud, again and again
and again and again.

Slowly my terror eased. What it left behind was guilt. I felt I ought to
suffer as those who died had—if not in the same way, then somehow to
the same degree. The fact that I was alive became an unpayable debt to
the dead. Only after months had passed came a day when I realized that
I had to choose: if I were on trial for the slaughter at Jos, would a jury of
my peers—rather than the stern judge of my imaginings—find me guilty? I
chose peace, to let the ghosts rest.
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It was not, however, a complete exoneration. I had reported that “ethnic
rivalries” had triggered the massacres in Jos, as indeed they had. But ri-
valries over what? Nigeria’s 170 million people are mostly extremely poor,
but their nation is, in one respect at least, fabulously wealthy: exports of
Nigerian crude oil generate revenues of tens of billions of dollars each year.

I started to see the thread that connects a massacre in a remote African
village with the pleasures and comforts that we in the richer parts of the
world enjoy. It weaves through the globalized economy, from war zones to
the pinnacles of power and wealth in New York, Hong Kong, and London.
This book is my attempt to follow that thread.






A frozen moment when everyone sees

what is on the end of every fork.

—WILLIAM BURROUGHS, Naked Lunch
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INTRODUCTION

A Curse of Riches

ppOSITE THE New York Stock Exchange, at what the tourist infor-

mation sign calls the “financial crossroads of the world,” the stately
stone facade of 23 Wall Street evokes the might of the man whose bank
it was built to house in 1913: J. P. Morgan, America’s capitalist titan. The
exterior is popular with Hollywood—it doubled as the Gotham City stock
exchange in the 2012 film The Dark Knight Rises—but when I visited in
late 2013 the red carpet lay grubby and sodden in the drizzle blowing in off
the Atlantic. Through the smeared glass in the shuttered metal gates, all
that was visible in the gutted interior where once a vast chandelier glittered
were a few strip lights, stairways covered in plywood, and a glowing red
“EXIT? sign.

Despite its disrepair, 23 Wall Street remains an emblem of the elite, a tro-
phy in the changing game of global commerce. The address of its current
owners 1s an office on the tenth floor of a Hong Kong skyscraper. Formerly
the site of a British army barracks, 88 Queensway has been transformed
into the mirrored towers of Pacific Place, blazing reflected sunlight onto
the financial district. The sumptuous mall at street level, air conditioned
against the dripping humidity outside, is lined with designer boutiques:
Armani, Prada, Chanel, Dior. The Shangri La hotel, which occupies the
top floors of the second of Pacific Place’s seven towers, offers suites at
$10,000 a night.

The office on the tenth floor is much more discreet. So is the small band
of men and women who use it as the registered address for themselves
and their network of companies. To those who have sought to track their
evolution, they are known, unofficially, as the “Queensway Group.” Their
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interests, held through a web of complex corporate structure and secretive
offshore vehicles, lie in Moscow and Manhattan, North Korea and Indo-
nesia. Their business partners include Chinese state-owned corporations;
BP, Total, and other Western oil companies; and Glencore, the giant com-
modity trading house based in a Swiss town. Chiefly, though, the Queens-
way Group’s fortune and influence flow from the natural resources that lie
beneath the soils of Africa.

Roughly equidistant—about seven thousand miles from each—between
23 Wall Street in New York and 88 Queensway in Hong Kong another sky-
scraper rises. The golden edifice in the center of Angola’s capital, Luanda,
climbs to twenty-five stories, looking out over the bay where the Atlan-
tic laps at southern Africa’s shores. It is called CIF Luanda One, but it is
known to the locals as the Tom and Jerry Building because of the cartoons
that were beamed onto its outer walls as it took shape in 2008. Inside there
is a ballroom, a cigar bar, and the offices of foreign oil companies that tap
the prodigious reservoirs of crude oil under the seabed.

A solid-looking guard keeps watch at the entrance, above which flutter
three flags. One 1s Angola’s. The second is that of China, the rising power
that has lavished roads, bridges, and railways on Angola, which has in turn
come to supply one in every seven barrels of the oil China imports to fire
its breakneck economic growth. The yellow star of Communism adorns
both flags, but these days the socialist credentials of each nation’s rulers sit
uneasily with their fabulous wealth.

The third flag does not belong to a nation but instead to the company
that built the tower. On a white background, it carries three gray letters:
CIF, which stands for China International Fund, one of the more visible
arms of the Queensway Group’s mysterious multinational network. Com-
bined, the three flags are ensigns of a new kind of empire.

In 2008 I took a job as a correspondent for the Financial Times in Johan-
nesburg. These were boom times—or, at least, they had been. Prices for
the commodities that South Africa and its neighbors possess in abundance
had risen inexorably since the turn of the millennium as China, India, and
other fast-growing economies developed a voracious hunger for resources.
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Through the 1990s the average price for an ounce of platinum had been
$470.% A ton of copper went for $2,600, a barrel of crude oil for $22. By
2008 the platinum price had tripled to $1,500, and copper was two and a
half times more expensive, at $6,800. O1l had more than quadrupled to
$95, and on one day in July 2008 hit $147 a barrel. Then the American
banking system blew itself up. The shockwaves rippled through the global
economy, and prices for raw commodities plunged. Executives, ministers,
and laid-off miners looked on aghast as the recklessness of far-off bankers
imperiled the resource revenues that were Africa’s economic lifeblood. But
China and the rest went on growing. Within a couple of years commodity
prices were back to their precrisis levels. The boom resumed.

I traversed southern Africa for a year, covering elections, coups, and
corruption trials, efforts to alleviate poverty and the fortunes of the giant
mining companies based in Johannesburg. In 2009 I moved to Lagos to
spend two years covering west Africa’s tinderbox of nations.

There are plenty of theories as to the causes of the continent’s penury
and strife, many of which treat the goo million people and forty-eight
countries of black Africa, the region south of the Sahara desert, as a ho-
mogenous lump.? Colonizers had ruined Africa, some of the theorists con-
tended, its suffering compounded by the diktats of the World Bank and
the International Monetary Fund; others considered Africans incapable
of governing themselves, excessively “tribal” and innately given to corrup-
tion and violence. Then there were those who thought Africa was largely
doing just fine but that journalists seeking sensational stories and charities
looking to tug at donors’ heartstrings distorted its image. The prescrip-
tions were as various and contradictory as the diagnoses: slash government
spending to allow private businesses to flourish; concentrate on reforming
the military, promoting “good governance” or empowering women; bom-
bard the continent with aid; or force open African markets to drag the con-
tinent into the global economy.

As the rich world struggled with recession, pundits, investors, and de-
velopment experts began to declare that Africa, by contrast, was on the rise.
Commercial indicators suggested that, thanks to an economic revolution
driven by the commodity boom, a burgeoning middle class was replac-
ing Africa’s propensity for conflict with rampant consumption of mobile
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phones and expensive whiskey. But such cheery analysis was justified only
in pockets of the continent. As I traveled in the Niger Delta, the crude-
slicked home of Nigeria’s oil industry, or the mineral-rich battlefields of
eastern Congo, I came to believe that Africa’s troves of natural resources
were not going to be its salvation; instead, they were its curse.

For more than two decades economists have tried to work out what it 1s
about natural resources that sows havoc. “Paradoxically,” wrote Macartan
Humphreys, Jeffrey Sachs, and Joseph Stiglitz of Columbia University in
2007, “despite the prospects of wealth and opportunity that accompany
the discovery and extraction of oil and other natural resources, such en-
dowments all too often impede rather than further balanced and sustain-
able development.”* Analysts at the consultancy McKinsey have calculated
that 69 percent of people in extreme poverty live in countries where oil,
gas, and minerals play a dominant role in the economy and that average
incomes in those countries are overwhelmingly below the global average.®
The sheer number of people living in what are some of the planet’s richest
states, as measured by natural resources, s staggering. According to the
World Bank, the proportion of the population in extreme poverty, calcu-
lated as those living on $1.25 a day and adjusted for what that wretched
sum will buy in each country, is 68 percent in Nigeria and 43 percent in
Angola, respectively Africa’s first and second biggest oil and gas produc-
ers. In Zambia and Congo, whose shared border bisects Africa’s copper-
belt, the extreme poverty rate is 775 percent and 88 percent, respectively.
By way of comparison, 33 percent of Indians live in extreme poverty, 12
percent of Chinese, 0.7 percent of Mexicans, and 0.1 percent of Poles.
The phenomenon that economists call the “resource curse” does not,
of course, offer a universal explanation for the existence of war or hunger,
in Africa or anywhere else: corruption and ethnic violence have also be-
fallen African countries where the resource industries are a relatively in-
significant part of the economy, such as Kenya. Nor is every resource-rich
country doomed: just look at Norway. But more often than not, some un-
pleasant things happen in countries where the extractive industries, as the
oil and mining businesses are known, dominate the economy. The rest
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of the economy becomes distorted, as dollars pour in to buy resources.
The revenue that governments receive from their nations’ resources is un-
earned: states simply license foreign companies to pump crude or dig up
ores. This kind of income is called “economic rent” and does not make for
good management. It creates a pot of money at the disposal of those who
control the state. At extreme levels the contract between rulers and the
ruled breaks down because the ruling class does not need to tax the people
to fund the government—so it has no need of their consent.

Unbeholden to the people, a resource-fueled regime tends to spend
the national income on things that benefit its own interests: education
spending falls as military budgets swell.® The resource industry is hard-
wired for corruption. Kleptocracy, or government by theft, thrives. Once
in power, there is little incentive to depart. An economy based on a central
pot of resource revenue is a recipe for “big man” politics. The world’s four
longest-serving rulers—Teodoro Obiang Nguema of Equatorial Guinea,
José Eduardo dos Santos of Angola, Robert Mugabe of Zimbabwe, and
Paul Biya of Cameroon—each preside over an African state rich in oil or
minerals. Between them they have ruled for 136 years.

From Russia’s oil-fired oligarchs to the conquistadores who plundered
Latin America’s silver and gold centuries ago, resource rents concentrate
wealth and power in the hands of the few. They engender what Said Djin-
nit, an Algerian politician who, as the UN’s top official in west Africa, has
served as a mediator in a succession of coups, calls “a struggle for survival
at the highest level.”” Survival means capturing that pot of rent. Often it
means others must die.

The resource curse 1s not unique to Africa, but it 1s at its most viru-
lent on the continent that is at once the world’s poorest and, arguably, its
richest.

Africa accounts for 13 percent of the world’s population and just 2 per-
cent of its cumulative gross domestic product, but it is the repository of
15 percent of the planet’s crude oil reserves, 40 percent of its gold, and
8o percent of its platinum—and that i1s probably an underestimate, given
that the continent has been less thoroughly prospected than others.® The
richest diamond mines are in Africa, as are significant deposits of uranium,
copper, iron ore, bauxite (the ore used to make aluminum), and practically
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every other fruit of volcanic geology. By one calculation Africa holds about
a third of the world’s hydrocarbon and mineral resources.’

Outsiders often think of Africa as a great drain of philanthropy, a con-
tinent that guzzles aid to no avail and contributes little to the global econ-
omy in return. But look more closely at the resource industry, and the rela-
tionship between Africa and the rest of the world looks rather different. In
2010 fuel and mineral exports from Africa were worth $333 billion, more
than seven times the value of the aid that went in the opposite direction
(and that 1s before you factor in the vast sums spirited out of the continent
through corruption and tax fiddles).'* Yet the disparity between life in the
places where those resources are found and the places where they are con-
sumed gives an indication of where the benefits of the oil and mining trade
accrue—and why most Africans still barely scrape by. For every woman
who dies in childbirth in France, a hundred die in the desert nation of
Niger, a prime source of the uranium that fuels France’s nuclear-powered
economy. The average Finn or South Korean can expect to live to eighty,
nurtured by economies among whose most valuable companies are, re-
spectively, Nokia and Samsung, the world’s top two mobile phone manu-
facturers. By contrast, if you happen to be born in the Democratic Repub-
lic of Congo, home to some of the planet’s richest deposits of the minerals
that are crucial to the manufacture of mobile phone batteries, you’ll be
lucky to make it past fifty.

Physical cargoes of African oil and ore go hither and thither, mainly to
North America, Europe, and, increasingly, China, but by and large the con-
tinent’s natural resources flow to a global market in which traders based in
London, New York, and Hong Kong set prices. If South Africa exports less
gold, Nigeria less oil, or Congo less copper, the price goes up for everyone.
Trade routes change: the increasing production of shale gas in the United
States has reduced imports of Nigerian oil in recent years, for example,
with the crude heading to Asia instead. But based on the proportion of to-
tal worldwide supply it accounts for, if you fill up your car fourteen times,
one of those tanks will have been refined from African crude.!! Likewise,
there 1s a sliver of tantalum from the badlands of eastern Congo in one in
five mobile phones.

Africa is not only disproportionately rich in natural resources; it is also
disproportionately dependent on them. The International Monetary Fund
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defines a “resource-rich” country—a country that is at risk of succumbing
to the resource curse—as one that depends on natural resources for more
than a quarter of its exports. At least twenty African countries fall into this
category.'? Resources account for 11 percent of European exports, 12 per-
cent of Asia’s, 15 percent of North America’s, 42 percent of Latin Ameri-
ca’s, and 66 percent of Africa’s—slightly more than in the former Soviet
states and slightly less than the Middle East."” Oil and gas account for 97
percent of Nigeria’s exports and 98 percent of Angola’s, where diamonds
make up much of the remainder.'* When, in the second half of 2014, com-
modity prices started to fall, Africa’s resource states were reminded of that
dependency: the boom had led to a splurge of spending and borrowing,
and the prospect of a sharp fall in resource rents made the budgets of Ni-
geria, Angola, and elsewhere look decidedly precarious.

The resource curse is not merely some unfortunate economic phe-
nomenon, the product of an intangible force; rather, what is happening
in Africa’s resource states is systematic looting. Like its victims, its ben-
eficiaries have names. The plunder of southern Africa began in the nine-
teenth century, when expeditions of frontiersmen, imperial envoys, miners,
merchants, and mercenaries pushed from the coast into the interior, their
appetite for mineral riches whetted by the diamonds and gold around the
outpost they had founded at Johannesburg. Along Africa’s Atlantic sea-
board traders were already departing with slaves, gold, and palm oil. By
the middle of the twentieth century crude oil was flowing from Nigeria. As
European colonialists departed and African states won their sovereignty,
the corporate behemoths of the resource industry retained their interests.
For all the technological advances that have defined the start of the new
millennium—and despite the dawning realization of the damage that fossil
fuels are inflicting on the planet—the basic commodities that lie in abun-
dance in Africa remain the primary ingredients of the global economy.

The captains of the oil and mining industries, which comprise many of
the richest multinational corporations, do not like to think of themselves as
part of the problem. Some consider themselves part of the solution. “Half
the world’s GDP is underpinned by resources,” Andrew Mackenzie, the
chief executive of the world’s biggest mining company, BHP Billiton, told a
dinner for five hundred luminaries of the industry at Lord’s cricket ground
in London in 2013. “I would argue: all of it 1s,” he went on. “That is the
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noble purpose of our trade: to supply the economic growth that helps lift
millions, if not billions, out of poverty.”'?

To mine 1s not necessarily to loot; there are miners, oilmen, and entire
companies whose ethos and conduct run counter to the looters’. Many
of the hundreds of resource executives, geologists, and financiers I have
met believe they are indeed serving a noble cause—and plenty of them can
make a justifiable case that, without their efforts, things would be much
worse. The same goes for those African politicians and civil servants striv-
ing to harness natural resources to lift their compatriots from destitution.
Yet the machinery that is looting Africa is more powerful than all of them.

That looting machine has been modernized. Where once treaties signed
at gunpoint dispossessed Africa’s inhabitants of their land, gold, and dia-
monds, today phalanxes of lawyers representing oil and mineral compa-
nies with annual revenues in the hundreds of billions of dollars impose
miserly terms on African governments and employ tax dodges to bleed
profit from destitute nations. In the place of the old empires are hidden
networks of multinationals, middlemen, and African potentates. These
networks fuse state and corporate power. They are aligned to no nation
and belong instead to the transnational elites that have flourished in the era
of globalization. Above all, they serve their own enrichment.
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Futungo, Inc.

LITTLE BUT FEAR and sewage flows down the precipitous slope that sep-
arates Angola’s presidential complex from the waterside slum below.
Swelled by refugees who fled a civil war that raged on and off for three
decades in the interior, Chicala sprawls out from the main coast road in
Luanda, the capital. Periodically the ocean sends a storm tearing through
the rickety dwellings. Boatmen ply the inlets, their passengers inured to
the stench emanating from the waters.

This 1s not the face that Angola prefers to present to the world. Since the
end of the civil war in 2002 this nation of 20 million people has notched
up some of the fastest rates of economic growth recorded anywhere, at
times even outstripping China. Minefields have given way to new roads
and railways, part of a multibillion-dollar endeavor to rebuild a country
that one of the worst proxy conflicts of the Cold War had comprehensively
shattered. Today Angola boasts sub-Saharan Africa’s third-biggest econ-
omy, after Nigeria and South Africa. Luanda consistently ranks at the top
of surveys of the world’s most expensive cities for expatriates, ahead of
Singapore, Tokyo, and Zurich. In glistening five-star hotels like the one
beside Chicala, an unspectacular sandwich costs $30. The monthly rent
for a top-end unfurnished three-bedroom house is $15,000.' Luxury car
dealerships do a brisk trade servicing the SUVs of those whose income has
risen faster than the potholes of the clogged thoroughfares can be filled.
At Ilha de Luanda, the glamorous beachside strip of bars and restaurants
a short boat-ride from Chicala, the elite’s offspring go ashore from their
yachts to replenish their stocks of $2,000-a-bottle Dom Pérignon.
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The railways, the hotels, the growth rates, and the champagne all flow
from the oil that lies under Angola’s soils and seabed. So does the fear.

In 1966 Gulf Oil, a US oil company that ranked among the so-called
seven sisters that then dominated the industry, discovered prodigious re-
serves of crude in Cabinda, an enclave separated from the rest of Angola
by a sliver of'its neighbor, Congo. When civil war broke out following in-
dependence from Portugal in 1975, o1l revenues sustained the Communist
government of the ruling Movimento Popular de Libertagio de Angola
(the People’s Movement for the Liberation of Angola, or MPLA) against
the Western-backed rebels of Unita. Vast new oil finds off the coast in the
1990s raised the stakes both for the warring factions and their foreign al-
lies. Although the Berlin Wall fell in 1989, peace came to Angola only in
2002, with the death of Jonas Savimbi, Unita’s leader. By then some five
hundred thousand people had died.

The MPLA found that the oil-fired machine it had built to power its war
effort could be put to other uses. “When the MPLA dropped its Marxist
garb at the beginning of the 1990s,” writes Ricardo Soares de Oliveira, an
authority on Angola, “the ruling elite enthusiastically converted to crony
capitalism.”® The court of the president—a few hundred families known
as the Futungo, after Futungo de Belas, the old presidential palace—
embarked on “the privatization of power.”

Melding political and economic power like many a postcolonial elite,
generals, MPLA bigwigs, and the family of José Eduardo dos Santos, the
party’s Soviet-trained leader who assumed the presidency in 1979, took
personal ownership of Angola’s riches. Isabel dos Santos, the president’s
daughter, amassed interests from banking to television in Angola and Por-
tugal. In January 2013 Forbes magazine named her Africa’s first female
billionaire.

The task of turning Angola’s oil industry from a war chest into a machine
for enriching Angola’s elite in peacetime fell to a stout, full-faced man with
a winning grin and a neat moustache called Manuel Vicente. Blessed with
what one associate calls “a head like a computer for numbers,” as a young
man he had tutored schoolchildren to supplement his meager income and
support his family. After a stint as an apprentice fitter, he studied electrical
engineering. Though he had been raised by a lowly Luanda shoemaker
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and his washerwoman wife, Vicente ended up in the fold of dos Santos’s
sister, thereby securing a family tie to the president. While other MPLA
cadres studied in Baku or Moscow and returned to Angola to fight the
bush war against Unita, Vicente honed his English and his knowledge of
the oil industry at Imperial College in London. Back home he began his
rise through the oil hierarchy. In 1999, as the war entered its endgame,
dos Santos appointed him to run Sonangol, the Angolan state oil company
that serves, in the words of Paula Cristina Roque, an Angola expert, as the
“chief economic motor” of a “shadow government controlled and manip-
ulated by the presidency.”?

Vicente built Sonangol into a formidable operation. He drove hard bar-
gains with the o1l majors that have spent tens of billions of dollars devel-
oping Angola’s offshore oilfields, among them BP of the UK and Chevron
and ExxonMobil of the United States. Despite the tough negotiations, An-
gola dazzled the majors and their executives respected Vicente. “Angola 1s
for us a land of success,” said Jacques Marraud des Grottes, head of Afri-
can exploration and production for Total of France, which pumped more
of the country’s crude than anyone else.*

On Vicente’s watch oil production almost tripled, approaching 2 million
barrels a day—more than one in every fifty barrels pumped worldwide. An-
gola vied with Nigeria for the crown of Africa’s top oil exporter and became
China’s second-biggest supplier, after Saudi Arabia, while also shipping
significant quantities to Europe and the United States. Sonangol awarded
itself stakes in oil ventures operated by foreign companies and used the
revenues to push its tentacles into every corner of the domestic economy:
property, health care, banking, aviation. It even has a professional football
team. The foyer of the ultramodern tower in central Luanda that houses
its headquarters is lined with marble, with comfortable seats for the droves
of emissaries from West and East who come to seek crude and contracts.
Few gain access to the highest floors of a company likened by one foreigner
who has worked with it to “the Kremlin without the smiles.” In 2011 So-
nangol’s $34 billion in revenues rivaled those of Amazon and Coca-Cola.

Oil accounts for 98 percent of Angola’s exports and about three-quarters
of the government’s income. It is also the lifeblood of the Futungo. When
the International Monetary Fund examined Angola’s national accounts in
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2011, it found that between 2007 and 2010 $32 billion had gone missing, a
sum greater than the gross domestic product of each of forty-three Afri-
can countries and equivalent to one in every four dollars that the Angolan
economy generates annually.” Most of the missing money could be traced
to off-the-books spending by Sonangol; $4.2 billion was completely unac-
counted for.

Having expanded the Futungo’s looting machine, Manuel Vicente grad-
uated to the inner sanctum. Already a member of the MPLA’s politburo,
he briefly served in a special post in charge of economic coordination be-
fore his appointment as dos Santos’s vice president, all the while retaining
his role as Angola’s Mr. Oil. He left Sonangol’s downtown headquarters
for the acacia-shaded villas of the cidade alta, the hilltop enclave built by
Portuguese colonizers that serves today as the nerve center of the Futungo.

Like its Chinese counterparts, the Futungo embraced capitalism without
relaxing its grip on political power. It was not until 2012, after thirty-three
years as president, that dos Santos won a mandate from the electorate—
and only then after stacking the polls in his favor. Critics and protesters
have been jailed, beaten, tortured, and executed.® Although Angola is not a
police state, the fear is palpable. An intelligence chiefis purged, an airplane
malfunctions, some activists are ambushed, and everyone realizes that they
are potential targets. Security agents stand on corners, letting it be known
that they are watching. No one wants to speak on the phone because they
assume others are listening,.

On the morning of Friday, February 10, 2012, the oil industry was buzzing
with excitement. Cobalt International Energy, a Texan exploration com-
pany, had announced a sensational set of drilling results. At a depth be-
neath the Angolan seabed equivalent to half the height of Mount Everest,
Cobalt had struck what it called a “world-class” reservoir of oil. The find
had opened up one of the most promising new oil frontiers, with Cobalt
perfectly placed either to pump the crude itself or sell up to one of the ma-
jors and earn a handsome profit for its owners. When the New York stock
market opened, Cobalt’s shares rocketed. At one stage they were up 38 per-
cent, a huge movement in a market where stocks rarely move by more than
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a couple of percentage points. By the end of the day the company’s market
value stood at $13.3 billion, $4 billion more than the previous evening.

For Joe Bryant, Cobalt’s founding chairman and chief executive, a punt
based on prehistoric geology appeared to have paid off spectacularly.
A hundred million years ago, before tectonic shifts tore them apart, the
Americas and Africa had been a single landmass—the two shores of the
southern Atlantic resemble one another closely. In 2006 o1l companies had
pierced the thick layer of salt under the Brazilian seabed and found a load
of crude. An analogous salt layer stretched out from Angola. Bryant and
his geologists wondered whether the same treasure might lie beneath the
Angolan salt layer.

Bryant had worked as the head of BP’s lucrative operations in Angola,
where he cultivated the Futungo. “Joe Bryant made himself an inner-circle
oilman very quickly,” a well-connected Angola expert told me. French ex-
ecutives were known to be “haughty,” but Bryant made friends in Luanda.
“He knows how to get on with them, how to speak with them,” the expert
said. In 2005 Bryant decided to strike out on his own and founded Co-
balt, taking BP’s head of exploration with him and setting up an office in
Houston, the capital of the US oil industry. “We were literally going from
my garage to competing with the biggest companies in the world,” Bryant
recalled.’

Bryant needed backers with deep pockets. He found them on Wall
Street. Traders at Goldman Sachs had long played the commodities mar-
kets; Goldman’s razor-sharp bankers oversaw mergers and acquisitions
between resources groups. Now, in Cobalt, it would have its own oil com-
pany. Goldman and two of the wealthiest US private equity funds, Carlyle
and Riverstone, together put up $500 million to launch Cobalt.

In July 2008, as Cobalt was negotiating exploration rights to put its the-
ory about the potential of Angola’s “presalt” oil frontier to the test, the An-
golans made a stipulation. Cobalt would have to take two little-known local
companies as junior partners in the venture, each with a minority stake.
Ostensibly the demand was part of the regime’s avowed goal of helping
Angolans to gain a foothold in an industry that provides just 1 percent of
jobs despite generating almost all the country’s export revenue. Accord-
ingly, in 2010 Cobalt signed a contract in which 1t held a 40 percent stake
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in the venture and would be the operator. Sonangol, the state oil company,
had 20 percent. The two local private companies, Nazaki Oil and Gaz and
Alper O1l, were given 30 percent and 10 percent, respectively. Exploration
began in earnest. Even before the jaw-dropping find Cobalt’s geologists
had christened their Angolan prospect “Gold Dust.”® At the height of the
rally in Cobalt stock after it unveiled its Angolan find, Goldman Sachs’s
shares in the company were worth $2.7 billion. Cobalt moved across
Houston to shimmering new headquarters close to the majors’ offices.
One visitor to Joe Bryant’s office at the Cobalt Center noted the stunning
view over the city. “Cobalt,” remarked a local realtor, “is going to be a huge
Houston success story.”

There was just one snag. What Cobalt had not revealed—indeed, what
the company maintains it did not know—was that three of the most power-
ful men in Angola owned secret stakes in its partner, Nazaki Oil and Gaz.
One of them was Manuel Vicente. As the boss of Sonangol at the time of
Cobalt’s deal, he oversaw the award of o1l concessions and the terms of the
contracts. The other two concealed owners of Nazaki were scarcely less in-
fluential. Leopoldino Fragoso do Nascimento, a former general known as
Dino, has interests from telecoms to oil trading. In 2010 he was appointed
adviser to Nazaki’s third powerful owner, General Manuel Hélder Vieira
Dias Junior, better known as Kopelipa. One veteran of Futungo politics
who has clashed with Kopelipa told me that, should the day of Kopelipa’s
downfall ever come, “the people in the streets will tear him to pieces for
what he has done in the past.”” As the head of the military bureau in the
presidency, he presides over security services that keep the Futungo pro-
tected by whatever means necessary. Some even dare to call him “o chefe
do boss”—the boss of the boss.'” During the war he served as intelligence
chiefand coordinated the MPLA’s arms purchases.'! More recently he has
emerged as the foremost of the “business generals,” the senior figures in
the security establishment who have translated their influence into stakes
in diamonds, oil, and any other sector that looks lucrative. Between them
this trio formed the core of the Futungo’s commercial enterprise.

A long-neglected 1977 statute prohibits American companies from partic-
ipating in the privatization of power in far-off lands. Updated in 1998, the



FUTUNGO, INC. 15

Foreign Corrupt Practices Act (FCPA) makes it a crime for a company that
has operations in the United States to pay or offer money or anything of value
to foreign officials to win business. It covers both companies themselves and
their officers. For years after it was passed the FCPA was more of a laudable
ideal than a law with teeth. However, from the late-2000s the agencies that
were supposed to enforce it—the Department of Justice, which brings crim-
mal cases, and the Securities and Exchange Commission, the stock market
regulator, which handles civil cases—started to do so with gusto. They went
after some big names, including BAE Systems, Royal Dutch Shell, and a
former subsidiary of Halliburton called Kellogg Brown & Root. All three
admitted FCPA or FCPA-related infringements, and the cases resulted in
fines and profit disgorgements totaling more than a billion dollars—though
such amounts scarcely dent the profits of companies this big.

Oil and mining companies have been the subject of more cases under
the FCPA and similar laws passed elsewhere than any other sector.'? In-
deed, the Halliburton and Shell settlements both concerned bribery in
Nigeria. Companies want rights to specific geographical areas under the
most favorable terms possible. For the inhabitants of sub-Saharan Africa’s
resource states, capturing some of the rent that resource companies pay
the state in exchange for lucrative territory—or capturing a position as a
gatekeeper to that territory—is by far the most direct route to riches.

Delivering a suitcase stuffed with cash is only the simplest way to en-
rich local officials via oil and mining ventures run by foreign companies.
A more sophisticated technique involves local companies, often with scant
background in the resource industries. These companies are awarded a
stake at the beginning of an oil and or mining project alongside the foreign
corporations that will do the digging and the drilling. Sometimes genu-
ine local businessmen own such companies. Sometimes, though, they are
merely front companies whose owners are the very officials who influence
or control the granting of rights to oil and mining prospects and who are
seeking to turn that influence into a share of the profits. In the latter case
the foreign oil or mining company risks falling foul of anticorruption laws
at home. But often front companies’ ultimate owners are concealed behind
layers of corporate secrecy. One reason why foreign resources companies
conduct what 1s known as “due diligence” before embarking on invest-
ments abroad is to seek to establish who really owns their local partners.
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In some cases due diligence investigations amount, in the words of a for-
mer top banker, to “manufacturing deniability.” In others the due diligence
work raises so many red flags about a prospective deal that a company will
simply abandon it. Frequently the evidence that a due diligence investiga-
tion amasses about corruption risks is inconclusive. Then it is up to the
company to decide whether to proceed.

In 2007, as its Angolan ambitions started to take shape, Cobalt retained
Vinson & Elkins and O’Melveny & Myers, two venerable American law
firms, to conduct its due diligence. Corporate records are not easy to ob-
tain in Angola, even though any company is supposed to be allowed access
to its partners’ records. I was able to get hold of Nazaki’s registration docu-
ments, and its influential trio of owners appear nowhere on them. But there
were some clues. One document names a man called José Domingos Man-
uel as one of Nazaki’s seven shareholders and the company’s designated
manager. His name also appears alongside those of Vicente, Kopelipa, and
Dino on the shareholder list for a separate oil venture.'? That might have
raised a red flag for any company considering going into business with
Nazaki: it demonstrated a clear link between one Nazaki shareholder and
three of the most powerful men in the Futungo. (José Domingos Manuel,
I was told by two people who know the Futungo well, had been a senior
officer in the military and was a known associate of Kopelipa.) There was
another red flag: six of Nazaki’s seven shareholders were named individu-
als, but the seventh was a company called Grupo Aquattro Internacional.
Aquattro’s own registration documents do not name its own shareholders.
But they are Vicente, Kopelipa, and Dino.

In 2010, two years after the Angolan authorities had first told Cobalt that
they wanted it to make Nazaki its partner, a crusading Angolan anticorrup-
tion activist called Rafael Marques de Morais published a report claiming
that Vicente, Kopelipa, and Dino were the true owners of Aquattro and,
thus, of Nazaki." “Their dealings acknowledge no distinction between
public and private affairs,” he wrote. Nazaki was just one cog in a system
of plunder, which meant that “the spoils of power in Angola are shared by
the few, while the many remain poor.”'?

At least one due-diligence investigator was aware of what Cobalt says it
was unable to establish. In the first half of 2010 an investigator—we shall
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call him Jones—exchanged a series of memos with Control Risks, one of
the biggest companies in corporate intelligence. Control Risks, the cor-
respondence shows, had launched “Project Benihana,” an endeavor ap-
parently codenamed after a Florida-based chain of Japanese restaurants,
to look into Nazaki. Jones, a seasoned Angola hand, warned his contact
at Control Risks that oil concessions in Angola were only ever granted if
the MPLA and the business elite stood to benefit. He went on to name
Kopelipa as one of the men behind Nazaki. No client is named 1n the cor-
respondence. (In most such cases the freelance investigators are not told
on whose behalf they are ultimately working.) Both Cobalt and Control
Risks refused to say whether the Texan group was the client in this case.
But what is clear is that the warnings were there to be found. At least one
other due-diligence investigation I am aware of also got wind of Nazaki’s
Futungo connections. '

By its own account Cobalt went ahead with a deal in a country that was,
in 2010, ranked at 168 out of 178 countries in Transparency International’s
annual corruption perceptions index, without knowing the true identity of
its partner, a company with no track record in the industry and registered
to an address on a Luanda backstreet that I found impossible to locate
when I went looking for it in 2012.

When US authorities informed Cobalt that they had launched a formal
investigation into its Angolan operations, the company maintained that
everything was above board. With none of the fanfare that accompanied its
cork-popping announcement of its big discovery earlier the same month
off the Atlantic coast, Cobalt disclosed the investigation in its annual state-
ment to shareholders. “Nazaki has repeatedly denied the allegations in
writing,” Cobalt told its shareholders, going on to say that it had “con-
ducted an extensive investigation into these allegations and believe that
our activities in Angola have complied with all laws, including the FCPA.”
Two months later, when I wrote to Joe Bryant to ask him about the alle-
gations, Cobalt’s lawyer replied and went further: Cobalt’s “extensive and
ongoing” due diligence “has not found any credible support for [the] cen-
tral allegation that Angolan government officials, and specifically [Vicente,
Kopelipa and Dino] . . . have any ownership in Nazaki.” Referring to its
massive discovery a few weeks earlier, Cobalt’s lawyer added, “Success
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naturally brings with it many challenges. One of those challenges is re-
sponding to unfounded allegations.”

The problem for Cobalt was that the allegations were not unfounded. I
had also written to Vicente, Kopelipa, and Dino, laying out the evidence
that they owned stakes in Nazaki, which I had gathered from documents
and interviews. Vicente and Kopelipa wrote near-identical letters back,
confirming that they and Dino did indeed own Aquattro and thus held
secret stakes in Nazaki but insisting that there was nothing wrong with
that. They had held their Nazaki stakes, “always respecting all Angolan
legislation applicable to such activities, not having committed any crime of
abuse of power and/or trafficking of influence to obtain illicit shareholder
advantages.” The holdings had, in any case, been “recently dissolved.” If
US law led Cobalt to pull out of Angola, Kopelipa and Vicente went on,
others would be keen to take its place.'”

In Manuel Vicente’s offices in Luanda’s hilltop presidential complex the
only sound was the purr of the air conditioning unit that kept the rooms at
a comfortable 70 degrees Fahrenheit and the taps of a hammer as laborers
conducted some early-morning maintenance outside. A Mercedes and a
Land Cruiser stood ready to part the traffic if the minister needed to ven-
ture beyond the tall red-brown wall surrounding the compound. The sole
adornment on the beige walls was a portrait of dos Santos in a gold frame.

Vicente swept in, wearing a smart suit and looking fresh from his morn-
ing jog. If he was annoyed that I had named him as the beneficiary of a
questionable o1l deal two months earlier, he didn’t show it. Indeed, as Vi-
cente styled it, there was nothing to be embarrassed about. If, while he was
the head of Sonangol, he had knowingly owned a stake in the company
assigned to be a foreign group’s local partner, that would have been “a con-
flict of interests,” he acknowledged.'® But Vicente, a man with a reputation
for ruthless competence and a commanding knowledge of Angola’s oil in-
dustry, claimed he had not known that Aquattro, the investment company
he shared with Kopelipa and Dino, had owned a stake in Nazaki, Cobalt’s
local partner. When “all this news came,” revealing that he did indeed own
a stake in Nazaki, “we decided to quit,” he said. His interest in Nazaki had
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been “liquidated” the previous year, he said. “Today I’'m not director and
direct beneficiary of Nazaki.”

Vicente’s position was essentially the same as Cobalt’s: if there was any-
thing untoward in the oil deal, they were ignorant of it. Vicente told me
that he knew Joe Bryant “very well.” Their relationship had stretched back
years beyond the formation of Cobalt to when Bryant worked for Amoco,
an American oil company that merged with BP in 1998. That relationship,
it seemed to me, might have provided a simple way to check whether Vi-
cente and his friends secretly owned stakes in Nazaki. Bryant could just
have asked Vicente whether the rumors were true. I asked Vicente: Did
you and Bryant ever discuss the matter? “No,” he said.

Alongside their personal stakes in the oil business, the members of the
Futungo ensure that the oil revenues that accrue to the Angolan state are
deployed to serve the regime’s purposes. Angola’s 2013 budget allocated
18 percent of public spending to defense and public order, 5 percent to
health, and 8 percent to education. That means the government spent 1.4
times as much on defense as it did on health and schools combined. By
comparison, the UK spent four times as much on health and education as
on defense. Angola spends a greater share of its budget on the military than
South Africa’s apartheid government did during the 1980s, when it was
seeking to crush mounting resistance at home and was fomenting conflict
in its neighbors."®

Generous fuel subsidies are portrayed as a salve for the poor, but in truth
they mainly benefit only those wealthy enough to afford a car and politi-
cally connected enough to win a fuel-import license. Angola’s government
has ploughed petrodollars into contracts for roads, housing, railways, and
bridges at a rate of $15 billion a year in the decade to 2012, a huge sum for a
country of 20 million people. Roads are getting better, railways are slowly
snaking into the interior, but the construction blitz has also proved a bo-
nanza for embezzlers: kickbacks are estimated to account for more than
a quarter of the final costs of government construction contracts.** And
much of the funding is in the form of oil-backed credit from China, much
of which 1s marshaled by a special office that General Kopelipa has run for
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years. “The country is getting a new face,” says Elias Isaac, one of Ango-
la’s most prominent anticorruption campaigners. “But is it getting a new
soul?”?!

Manuel Vicente was keen to correct the impression that Angola’s rulers
have abdicated their duties toward their citizens. “Just to assure you, the
government is really serious, engaged in combating, in fighting the pov-
erty,” he told me.** “We are serious people, we know very well our job, and
we know very well our responsibility.” Talking with him, I had no doubt
that there was some part of Vicente that wanted to better the lot of his com-
patriots, or at least to be seen to be trying to do so. “I’'m a Christian guy,” he
said. “It doesn’t work if you are okay and the people around have nothing
to eat. You don’t feel comfortable.”

There are two solutions to that problem: share some food or dump the
hungry out of sight. The Futungo’s record suggests it favors the latter.

Anténio Tomds Ana has lived in Chicala since 1977, before new ar-
rivals fleeing the civil war in the interior turned what had been a sleepy
fishing settlement into the profusion of humanity it is today, sandwiched
between the ocean and the slopes rising up to the presidential complex.
Better known as Etona, he is one of Angola’s foremost artists. At an open-
air workshop walled with breezeblocks, his assistants chip away at aca-
cia trunks with chisels and mallets. One of his trademark sinewy wooden
sculptures graces the lobby at Sonangol headquarters.

Among Etona’s sixty-five thousand neighbors in Chicala are military
officers and a professional photographer who brings in $5,000 a month,
which does not go far in ultracostly Luanda but has allowed him to build
up the corrugated-iron shack he bought twenty-five years ago into the an-
gular but solid edifice around which his grandchildren gallivant today. In
June 2012 that house, like Etona’s workshop and the community library
he 1s building, were, along with the rest of Chicala, scheduled to be flat-
tened—and not, this time, by the ocean.

Given the choice, few people would choose to live with Chicala’s mea-
ger amenities and opportunities. The ruling party promised electricity
during the 2008 election campaign, but little arrived, and not much had
come of the latest pledge, made in the run-up to the 2012 polls, to provide
piped water. But places like Chicala are communities, with their own ways



FUTUNGO, INC. 21

and their own comradeship. An estimated three in every four of Luanda’s
inhabitants, out of a total population of between 5 and 8 million, live in
slums known as musseques. Although conditions in some, like the precari-
ous settlement on top of a rubbish dump, are dire, Chicala and other cen-
tral musseques have their advantages. Work, formal or informal, 1s close at
hand in Luanda’s commercial districts.

Etona spends a lot of time thinking about the betterment of a slum he
could easily have afforded to leave. “Regeneration is not about roads and
sidewalks—it’s in the mind,” he told me when we met at his workshop,
his red shirt pristine despite the afternoon heat.*” “This,” he said, waving
an arm at the bustling slum, where nearby youngsters were furiously du-
eling at table football, “this 1s also part of the culture, part of the country.”
But Chicala’s days were numbered. Its inhabitants were to be relocated,
whether they liked it or not, to new settlements on the outskirts of Luanda.
A new luxury hotel and the gleaming offices of an American oil company
had risen on the fringes of Chicala, harbingers of what was to take the
neighborhood’s place. A beach that once buzzed with fish restaurants and
bars had been fenced off, ready for the developers.

The Chicala residents I spoke to regarded the authorities’ promises of
a better life elsewhere with deep suspicion. About three thousand had al-
ready been shipped off, some rounded up by police and packed with their
belongings into trucks, any objections ignored. The government has been
willing to use force to cleanse the slums, deploying troops by helicopter to
conduct dawn evictions.*! But Etona, for one, intended to resist when his
turn came. “If we don’t speak out, we will be carried off to Zango.”

Zango lies just over twelve miles south of central Luanda, where the
capital’s sprawl thins out, giving way to the ochre scrub of the bush. Like a
matching settlement to the north, it is supposed to represent a new begin-
ning for Angola’s slum-dwellers. To listen to officials, Zango is the prom-
1sed land. “We are moving them to more dignified accommodation,” Rosa
Palavera, the head of the poverty reduction unit in the presidency, told
me.? “There are no basic services [in Chicala]. There is crime.”

Even if one overlooks the official neglect that lies behind the lack of ame-
nities in Chicala, Zango is hardly preferable. Those who moved to Zango
were lucky if they found basic services merely on a par with those they
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had left behind.*® Sometimes the new houses were even smaller than the
old ones. In aerial photographs the new settlements looked like prison
camps, with their squat dwellings arranged in unvarying rows. Shacks that
were far more rickety than anything in Chicala had sprung up too. Those
who tried to make a go of it by commuting back from Zango into the city
each departed well before dawn and returned at midnight, scarcely leaving
enough time to sleep, let alone see their children. Other new arrivals sim-
ply went straight back to Chicala, a daring move given that the slum lies
within the purview of the military bureau run by General Kopelipa, the
feared security chief.

On the drive from Zango back toward the center of Luanda, the road
crosses the invisible frontier that separates the majority of Angolans from
the enclave of plenty that the petro-economy has created.

The gleaming new settlement at Kilamba was constructed from scratch
by a Chinese company at a cost of $3.5 billion. The guards on duty at the
gates adopted an intimidating strut as we drove toward them down the
long, curving driveway. They let my companions and me through in ex-
change for the price of a bottle of water. Inside the atmosphere was eerie,
reminiscent of one of those disaster movies in which some catastrophe has
removed all trace of life. Nothing stirred in the dry heat. Row after par-
allel row of gleaming, pastel-colored apartment blocks between five and
ten stories high stretched to a vanishing point at the horizon, tracked by
manicured grass verges and pylons carrying electricity lines. The roads
were like silk, the best in Angola. Outside the most affluent parts of South
Africa, particularly the gated communities known to their more poetic de-
tractors as “yuppie kennels,” I had seen nothing in Africa that looked any-
thing like Kilamba.

The newly completed units were for sale for between $120,000 and
$300,000 apiece to those rich enough to escape the crush of central Lu-
anda. The first residents of Kilamba’s twenty thousand apartments were
said to have moved in, but there was no sign of them. About half of Ango-
la’s population live below the international poverty line of $1.25 a day; it
would take them each about 260 years to earn enough to buy the cheapest
apartment in Kilamba.?” The prices came down after an official visit by the
president, but nonetheless only the wealthiest Angolans could afford to
live there.



FUTUNGO, INC. 23

Teams of Chinese laborers in blue overalls and hard hats trundled into
view in pickup trucks. Like other Chinese construction projects in Africa,
Kilamba was built with Chinese finance and Chinese labor, and it formed
part of a bigger bargain that ensured Chinese access to natural resources—
in this case, Angola’s oil. The Chinese and Angolan flags fluttered above
Kilamba’s entrance. This was a flagship project for China’s undertaking
in Africa: Xi Jinping toured the site while it was under construction in
2010, three years before he ascended from the Chinese vice presidency
to the presidency. A vast billboard proclaimed that Citic, the Chinese
state-owned conglomerate whose operations span banking, resources, and
construction, had built the new town. Oversight of the construction had
been assigned to Sonangol, which subcontracted the management of the
sales of apartments to a company called Delta Imobilidria. Delta was said
to belong to the private business empire of Manuel Vicente and General
Kopelipa. Both men were perfectly placed to use the power of the public
office to dispense personal gain for themselves, just as they had been as-
signed concealed stakes in Cobalt’s oil venture. Kilamba was, in the words
of the Angolan campaigner Rafael Marques de Morais, “a veritable model

for African corruption.”*

Hexplosivo Mental raps with intensity—brow furrowed, left hand gripping
the microphone, right hand chopping through the air. Like Public Enemy
and other exponents of protest rap before him, he makes it his business to
attack the abuses of the mighty. A rangy figure in a hoodie, he gives loud
and lyrical voice to dissent in Angola that had long been mostly whispered,
exhorting a counterpunch against the ruling class’s monopoly on wealth
and power with tracks like “How It Feels to Be Poor,” “Reaction of the
Masses,” and “Be Free.”

One Tuesday in May 2012 a group of ten young Angolans gathered
at the Luanda home of one of a new generation of politically conscious
rappers. Hexplosivo Mental was among them. They had been involved
in organizing the small but concerted demonstrations that had rattled the
regime. In the vanguard of protest against the Futungo’s power, the group
had had brushes with the authorities before, notably when the police dis-
persed their demos.
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This was not the first time the house had been raided. But the band of
fifteen men who turned up at just after ten that night wanted to teach the
dissidents a more serious lesson.*” Elections at which dos Santos planned
to ensure a thumping victory were three months away, and the deploy-
ment of o1l money alone would not be enough to neutralize public displays
of opposition to his rule. Bursting through the door, the men bore down
upon their victims with iron bars and machetes, breaking arms, fracturing
skulls, and spilling blood. Their work done, they zoomed away in Land
Cruisers. One account of the attack alleged that the vehicles belonged to
the police—evidence that the assailants were part of one of the pro-regime
militias whose task was to instill fear ahead of the polls.

No one died that night, but when I spoke to Hexplosivo Mental weeks
later, his badly injured arm was still being treated. We arranged to meet
discreetly at a busy roundabout in Luanda. I waited thirty minutes or so
before he called to say he had had to go back to the hospital. When he
spoke later by phone the young rapper put it simply: “Before, we did not
know how to protest. Now we are growing.”

There were some serious antigovernment demonstrations in the run-up
to the elections, but if Hexplosivo Mental and his comrades hoped to
mount a challenge to an entrenched regime on the scale of the Arab Spring
revolutions that had erupted far to the north, they did so in vain. The
amount of official funding available to political parties was slashed from
$1.2 million in the legislative elections of 2008 to $97,000. Meanwhile, the
MPLA was said to have spent $75 million on its campaign.*

The MPLA has genuine support, especially in the coastal cities that
were its bastion during the war and among those Angolans so traumatized
by the conflict that they see a vote for any incumbent, no matter how venal,
as the option that carries the smallest risk of a return to hostilities. The
regime leaves little to chance, dominating the media, appointing its stooges
to run the institutions that conduct elections, co-opting opposition poli-
ticians, and intimidating opponents. Kopelipa presided over an electoral
apparatus that left 3.6 million people unable to cast their ballots—almost
as many votes as the MPLA received.’! The MPLA’s share of the vote fell
nine points compared to the 2008 election, but it still recorded a landslide
victory, with 72 percent. Under a new system the first name on the winning
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party’s list would become president. More than three decades after he took
power, dos Santos could claim he had a mandate to rule, despite the find-
ings of a reputable opinion poll that showed he enjoyed the approval of just
16 percent of Angolans.*?

In August 2014, three years after the US authorities had begun their cor-
ruption investigation into its Angolan deal, Cobalt issued a statement re-
vealing that the Securities and Exchange Commission had given notice
that it might launch a civil case against the company.®” “The company has
fully co-operated with the SEC in this matter and intends to continue to do
so,” Cobalt announced. Joe Bryant called the SEC’s decision “erroneous”
and said Cobalt would continue to develop its Angolan prospects. At the
time of writing no proceedings have been brought, and Cobalt continues
to deny wrongdoing, as it has throughout. Cobalt’s share price, which took
a billion-dollar hit after news of its secret Angolan partners emerged and
declined even further after some mediocre drilling results, fell another 10
percent when the SEC’s warning emerged.

Cobalt’s founders have already turned a tidy profit. Between February
2012, when Cobalt revealed that it was under formal investigation, and that
April, when Kopelipa and Vicente confirmed to me that they and Dino
held stakes in Nazaki, Joe Bryant sold 860,000 of his shares in the com-
pany for $24 million. Between the start of the corruption investigation and
the end of 2013—during which period Cobalt also struck oil in the Gulf of
Mexico—Goldman Sachs, a joint Riverstone-Carlyle fund, and First Re-
serve, another big American private equity firm, each made sales of Cobalt
stock worth a net $1 billion.**

I tried to find out who had taken over the stake in Nazaki that, according
to Vicente, he, Kopelipa, and Dino had “liquidated” as well as whether
their business associates were still shareholders, but neither the trio nor
the company itself would tell me. In February 2013 Nazaki transferred half
its interest to Sonangol, the state o1l company. The official journal did not
disclose the size of any fee that Sonangol paid for the stake, but bankers’
valuations indicated it was worth about $1.g billion, at least fourteen times
the amount Nazaki would have been expected to pay in development costs
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up to that point.” If any fee was paid, it represented a transfer of funds
from the coffers of a state where the vast majority live in penury to a private
company linked to the Futungo. Then, in 2014, three weeks after Cobalt
disclosed that it was facing possible proceedings by the SEC, the company
announced it had severed ties with Nazaki and with Alper, whose own-
ership remains undisclosed. Both companies transferred their stakes in
Cobalt’s venture to Sonangol. Again, none of the parties involved revealed
what, if any, fees were paid.*®

Cobalt is just one among dozens of companies vying for Angolan crude,
and Nazaki was but a single cog in the Futungo’s machine for turning its
control over the state into private gain.

Just before Christmas 2011, as Manuel Vicente was preparing to hand
over the reins of Sonangol to his successor and with the expenses of the fol-
lowing year’s election looming, seven international oil companies snapped
up operating rights to eleven new blocks in the Atlantic. The acreage was
in the “presalt” zone, where Cobalt was already exploring. As in previ-
ous bidding rounds in Angola and elsewhere, the companies agreed to pay
signature bonuses. These are upfront payments that oil companies make
to governments when they win rights to explore a block, often through
auctions. The payments are perfectly legal, though frequently the amounts
paid are not disclosed. If they were delivered on the sly to officials, such
payments would be called bribes; instead, they are deposited in the leaky
treasuries of oil states.

Any Angolans curious to know how much their government had brought
in from the auction would be disappointed. Mindful that in 2001 BP had
been threatened with ejection after it announced plans to publish some
details of its Angolan contracts, the oil companies kept the terms of the
bonuses safely shrouded. Norway’s Statoil made something resembling
a disclosure. It said its total “financial commitment” for two oil blocks,
where it would be the operator of the project, and working interests in
three other blocks came to $1.4 billion, “including signature bonuses and
a minimum work commitment.” The regime’s overall take from the whole
bidding round would have been a multiple of that figure.

Both the Futungo’s business ventures and the state institutions’ activi-
ties are kept within a fortress of secrecy, so much so that Edward George,
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an Angola specialist who has studied dos Santos’s rule for many years,
calls the regime a “cryptocracy”—a system of government in which the
levers of power are hidden.

When I met Isafas Samakuva at a London hotel one afternoon in early 2014
he had been the leader of Unita, today Angola’s main opposition political
party, for more than a decade. Samakuva has spent his life fighting a losing
battle, but he remains eloquent and composed. He had been posted in
London as Unita’s representative in the 1980s and had come back to see
family and try to lobby against what he saw as Western powers’ readiness
to cozy up to dos Santos in order to safeguard their companies’ access
to Angolan oil. “The international community itself protects these guys,”
Samakuva told me, sipping a cup of tea.’” “Their money is not actually
in Angola. They deal with the banks in Portugal, in Britain, in Brazil, the
United States. The only explanation that we can find is that they have the
blessing of the international community.”

The eruptions of the Arab Spring were giving dos Santos the pretext
to tighten security still further, Samakuva went on. “Dos Santos is so en-
trenched in power that he won’t allow what happened in Egypt.” Samakuva
added, “We have to have real peace, not just for them and their interests.”

Samakuva does not doubt that the key to the Futungo’s survival lies in
the shadowy structures of the oil industry. “There’s no separation between
private and state,” he said. “There’s no transparency. No one knows what
is the property of Mr. dos Santos and his family.” I asked him about one
particular company. “I think it is the key to all the support that is given to
Mr. dos Santos, to his rule.” How can one company provide such vital sup-
port, I asked. “We can only speculate. Everything is in the dark.”

The company Samakuva was talking about operates from the golden
Luanda One tower. It is the sister company to China International Fund,
whose flag flies above the entrance and which has raised billions for infra-
structure projects under undisclosed terms, among them an expansion of
Kilamba.”® Cobalt, Nazaki, and other oil groups have offices on the lower
levels, but the top floors are reserved for the company that Samakuva had
in mind—China Sonangol. Since 2004 China Sonangol has amassed stakes
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in a dozen Angolan oil ventures, including some of the most prolific, as
well as a slice of the country’s richest diamond mine. Sonangol, the state oil
company that is the Futungo’s financial engine, owns 30 percent of China
Sonangol. The remainder belongs to the band of Hong Kong-based inves-
tors that is known as the Queensway Group and is fronted by a bearded,
bespectacled Chinese man called Sam Pa.
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“It Is Forbidden to Piss

in the Park”

IT IS HARD to imagine a place more beautiful than the east of the Demo-
cratic Republic of Congo. The valleys are a higher order of green, dense
with the generous, curving leaves of banana plants and the smaller, jagged
ones of cassava shrubs. The hillsides are a vertiginous patchwork of plots.
Just before dusk each day the valleys fill with a spectral mist, as though
Earth itself had exhaled. The slopes drop down to Lake Kivu, one of the
smaller of central Africa’s great lakes but still large enough to cover Lux-
embourg. On some days the waters lap serenely; on others, when the wind
gets up, the lake turns slate-gray and froths. At the northern shore stand
the Virunga, Lake Kivu’s crown of volcanoes.

Beneath the beauty there is danger. From time to time the volcanoes
tip lava onto the towns below. Cholera bacteria lie in wait in Lake Kivu’s
shallows. Deeper and more menacing still are the methane and carbon di-
oxide dissolved in the water, enough to send an asphyxiating cloud over
the heavily populated settlements on the shores should a tectonic spasm
upset the lake’s chemical balance.

But there is something else that lies under eastern Congo: minerals as
rich as the hillsides are lush. Here there are ores bearing gold, tin, and
tungsten—and another known as columbite-tantalite, or coltan for short.
Coltan contains a metal whose name tantalum 1s derived from that of the
Greek mythological figure Tantalus. Although the Greek gods favored
him, he was “not able to digest his great prosperity, and for his greed he
gained overpowering ruin.”! His eternal punishment was to stand up to
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his chin in water that, when he tried to drink, receded, and beneath trees
whose branches would be blown out of reach when he tried to pluck their
fruit. His story 1s a parable not just for the East but for the whole of a coun-
try the size of western Europe that groans with natural riches but whose
people are tormented by penury. The Congolese are consistently rated as
the planet’s poorest people, significantly worse off than other destitute Af-
ricans. In the decade from 2000, the Congolese were the only nationality
whose gross domestic product per capita, a rough measure of average in-
comes, was less than a dollar a day.”

Tantalum’s extremely high melting point and conductivity mean that
electronic components made from it can be much smaller than those made
from other metals. It is because tantalum capacitors can be small that the
designers of electronic gadgets have been able to make them ever more
compact and, over the past couple of decades, ubiquitous.

Congo 1s not the only repository of tantalum-bearing ores. Campaigners
and reporters perennially declare that eastern Congo holds 8o percent of
known stocks, but the figure is without foundation. Based on what sketchy
data there are, Michael Nest, the author of a study of coltan, calculates
that Congo and surrounding countries have about 10 percent of known
reserves of tantalum-bearing ores.” The real figures might be much higher,
given that reserves elsewhere have been much more comprehensively as-
sessed. Nonetheless, Congo still ranks as the second-most important pro-
ducer of tantalum ores, after Australia, accounting for what Nest estimates
to be 20 percent of annual supplies. Depending on the vagaries of supply
chains, if you have a PlayStation or a pacemaker, an 1Pod, a laptop, or a mo-
bile phone, there is roughly a one-in-five chance that a tiny piece of eastern
Congo 1s pulsing within it.

The insatiable demand for consumer electronics has exacted a terrible
price. The coltan trade has helped fund local militias and foreign armies
that have terrorized eastern Congo for two decades, turning what should
be a paradise into a crucible of war.

Edouard Mwangachuchu Hizi avoided the brutal end that befell many of
his fellow Congolese Tutsi as the aftermath of the Rwandan genocide of
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1994 spilled across the border, but he suffered nonetheless. The son of a
well-to-do cattle farmer, Mwangachuchu was in his early forties and work-
ing as a financial adviser to the local government in Goma, the lakeside
capital of eastern Congo’s North Kivu province, when extremist Hutus on
the other side of the water in Rwanda embarked on what is reckoned to be
the fastest mass extermination in history, butchering eight hundred thou-
sand Tutsi and moderate Hutus in one hundred days. Two million people
fled, many of them into eastern Congo, where analogous ethnic tensions
were already simmering.

On his way to work one day in 1995 a mob dragged Mwangachuchu
from his jeep.* He was choked with his tie and stripped. The mob dumped
him at the border with Rwanda, where Tutsi rebels had seized control
from the Hutu-led government following the genocide. His herds slaugh-
tered, Mwangachuchu found himself among the flotsam of war, albeit more
fortunate than those consigned to the squalid refugee camps beside Lake
Kivu. He was granted asylum in the United States in 1996, along with his
wife and six children.

Mwangachuchu watched from afar as the Hutu génocidaires licked
their wounds in eastern Congo and began to launch raids against the
new Tutsi-led authorities in Rwanda. He looked on from Maryland as
Paul Kagame, the steely guerrilla who had become Rwanda’s leader, and
his regional allies plucked an obscure Congolese Marxist rebel called
Laurent-Désiré Kabila from exile in Tanzania to head a rebel alliance that
swept through eastern Congo. The rebels perpetrated revenge massacres
against Rwandan Hutu refugees and génocidaires as they went and then
pushed on westward across a country the size of western Europe, all the
way to Kinshasa, Congo’s capital. They toppled Mobutu Sese Seko, the
decrepit kleptocrat, and installed Kabila as president in 1997. But Kabila
barely had time to change the country’s name from Zaire to the Demo-
cratic Republic of Congo before his alliance with his most powerful backer,
Rwanda, started to fray. A little over a year after he took power, after Kabila
had begun to enlist Hutu génocidaires to counter what he perceived as a
Tutsi threat to his incipient rule, the alliance snapped. Half a dozen African
armies and a score of rebel groups plunged Congo into five more years of
war, during which millions died.
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When Mwangachuchu went home 1n 1998, the dynamics of eastern
Congo were shifting once again. Anti-Kabila rebels supported by Rwan-
da’s Tutsi-led government had taken control of the East. No one in this
ethnic cauldron is ever safe, but the latest realignment favored Congolese
Tutsis like Mwangachuchu. He set about reclaiming his ancestral lands at
Bibatama, thirty miles northwest of Goma. Mwangachuchu knew that the
territory contained something still more precious than fertile pastures for
grazing cattle—the rocks beneath were rich with coltan.”

Investors from Congo’s old colonial master, Belgium, had mined the
area around Mwangachuchu’s lands, but their joint venture with the gov-
ernment had collapsed in the mid-1990s. Invading Rwandan forces and
their allies looted thousands of tons of coltan and cassiterite, the tin-
bearing ore, from the company’s stockpiles, UN investigators found.’
When Mwangachuchu arrived home, artisanal miners around his moun-
tain hometown were hacking away at the rock with picks and shovels. The
cassiterite would fetch a few dollars per kilo. But far-off developments in
global markets were about to spur the coltan trade—and pour cash into
eastern Congo’s war.

The boom in mobile phones as well as in the rest of consumer electron-
ics and games consoles caused voracious demand for tantalum. The two
biggest companies that processed tantalum, Cabot of the United States
and H.C. Starck of Germany, foresaw prolonged high demand. They
signed long-term contracts, locking in their supply of tantalum ores.” That
created a shortage on the open market and sparked a scramble to find new
supply sources. In the course of 2000, prices for tantalum ores rose ten-
fold. Congo was ripe for the picking.

Thousands of eastern Congolese rushed into coltan mining. Many ex-
changed a farmer’s machete for a miner’s pick. Militias press-ganged oth-
ers into mining. Livestock had long been the East’s most prized commod-
ity, but now, suddenly, it was coltan. In 1999 North Kivu officially exported
five tons of coltan; in 2001 it exported ninety tons. Even after the flood of
Congolese supply brought the world price back down, coltan remained
more lucrative than other ores.

Coltan was not the sole catalyst of the conflict—far from it. Congo was
seething before the boom and would have seethed even if coltan had never
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been found. But the surging coltan trade magnified eastern Congo’s min-
erals’ potential to sustain the myriad factions that were using the hostilities
to make money. “Thanks to economic networks that had been established
in 1998 and 1999 during the first years of the Congo war, minerals traders
and military officials were perfectly placed to funnel [coltan] out of the
country,” writes Nest.®

Mwangachuchu started mining his land in 2001, employing about a
thousand men. An amiable man with an oval face and soft features, he
breaks bread with his workers and sometimes even works the mines him-
self, people who know him told me. Mwangachuchu Hizi International
(MHI), the business he founded with his partner, a doctor from Baltimore
named Robert Sussman, swiftly came to account for a large chunk of North
Kivu’s coltan output. “We are proud of what we are doing in Congo,” Suss-
man said at the time. “We want the world to understand that if it’s done
right, coltan can be good for this country.” But UN investigators and west-
ern campaigners were starting to draw attention to the role Congo’s min-
eral trade played in funding the war. The airline that had been transporting
MHTI’s ore to Europe severed ties with the company. “We don’t understand
why they are doing this,” Mwangachuchu told a reporter. “The Congolese
have a right to make business in their own country.”'’

Other foreign businesspeople were less concerned about doing busi-
ness in a war zone, which is what eastern Congo remained even after the
formal end of hostilities in 2003. Estimates I have heard of the proportion
of Congolese mineral production that is smuggled out of the country range
from 30 to 8o percent. Perhaps half of the coltan that for years Rwanda
exported as its own was actually Congolese.'!

Militias and the Congolese army directly control some mining opera-
tions and extract taxes and protection money from others. Corrupt offi-
cials facilitate the trade. The comptoirs, or trading houses, of Goma on the
border with Rwanda orchestrate the flow of both officially declared min-
eral exports and smuggled cargoes. Other illicit routes run directly from
mines across the Rwandan and Ugandan borders. UN investigators have
documented European and Asian companies purchasing pillaged Congo-
lese minerals. Once the ores are out of the country, it is a simple step to
refine them and then sell the gold, tin, or tantalum to manufacturers. The
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road may be circuitous, but it leads from the heart of Congo’s war to any-
where mobile phones and laptops can be found.

In the absence of anything resembling a functioning state, an ever-shifting
array of armed groups continues to profit from lawlessness, burrowing for
minerals and preying on a population that, like Tantalus, is condemned to
suffer in the midst of plenty. In 2007 Mwangachuchu fell out with Robert
Sussman, the cofounder of his mining business, a dispute that would lead
a Maryland court to order the Congolese to pay the American $2 million.
Mwangachuchu pressed on alone. His lands went on yielding up their pre-
cious ore. And he began to cultivate a new partner: the Congres National
pour la Défense du Peuple (National Congress for the Defense of the Peo-
ple), a militia that largely does the opposite of what its name suggests.

The relentless conflict in eastern Congo has prevented the development
of large-scale industrial mining there. Almost all mining is done by hand.
The East’s minerals have fueled the war, but the value of its output is tiny
compared with the immense mines to the south.

Congo’s Katanga province, sandwiched between Angola and Zambia,
holds about half of the world’s stocks of cobalt.'? The metal is mostly used
to make the ultrastrong superalloys that are integral to turbines and jet en-
gines. It is mined as a by-product of copper, a crucial ingredient of human
cwvilization, from its first uses in ancient coins to the wiring in electricity
networks. The African copperbelt stretches from northern Zambia into
Katanga and holds some of the planet’s richest copper stocks. In Katanga
vast whorls of red earth and rock have been cut into the forest, open pit
mines that descend in steps like amphitheatres.

Katanga has endured secessionist conflict and suffered heavy fighting
during the war. But, lying much further from the border with Rwanda, the
principal foreign protagonist in the rolling conflicts, Katanga has known
more stability than the East. Mining multinationals from Canada, the
United States, Europe, Australia, South Africa,and China have operations
in Katanga; the region’s mining output dwarfs the rest of Congo’s econ-
omy. Congo’s rulers have built a shadow state on the foundations of Ka-
tanga’s minerals, resembling the one that Angola’s Futungo has fashioned
from crude oil.
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Augustin Katumba Mwanke grew up in Katanga idolizing the execu-
tives who ran Gécamines, the national copper-mining company. As Congo
crumbled in the dying years of Mobutu’s rule, a combination of fierce in-
telligence, luck, and determination carried him to South Africa, then brim-
ming with possibility after the end of apartheid. He worked for mining
companies before landing a job at a subsidiary of HSBC. In April 1997,
when Laurent Kabila’s forces captured Katanga on their advance across
Congo, the bank grew nervous that the rebels might not honor a loan it had
made to Gécamines. A delegation was dispatched to Congo for talks with
the rebels. Katumba was added to the party in the hope that a Congolese
face might help the bank’s cause."

“When they came I saw a young man who looked very bright,” Mawa-
panga Mwana Nanga, then the rebels’ finance chief, told me years later."*
An agronomist who had trained in Kentucky, Mawapanga was on the look-
out for talented recruits as he prepared to inherit a ransacked treasury. He
took a shine to Katumba. “I told him, “You should come back. The country
needs people like you.” We were just joking. I said, ‘I can give you a job, but
I can’t pay you yet.”” The lighthearted exchange contained a serious offer.
Mawapanga exhorted Katumba to have the bank second him to what was
about to become Congo’s new government. Katumba craved influence but
had foreseen a career in international business, not the chaos of Congo-
lese government. Nonetheless, aged thirty-three, he headed home to take
up Mawapanga’s invitation. His transformation into one of Africa’s most
powerful men had begun.

As the rebels struggled to start governing after deposing Mobutu, Ka-
tumba impressed as an adviser in the finance ministry. He had been back
in Congo less than a year when his phone rang. “Hello, may I speak with
Katumba?” said the voice on the line.

“Yes, this is he.”

“This 1s Kabila.”

Katumba had a friend with the same name and asked him what he
wanted.

“No,” said the voice. “This is Laurent-Désiré Kabila.”!?

The president, a fellow Katangan, told Katumba he wanted to meet him.
A few weeks later Katumba stood before the corpulent guerrilla at the pres-
idential palace. Following some brisk questioning about the young man’s
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background, the president said, “I want to name you governor of Katanga.”
According to his memoir, a stunned Katumba protested that he was utterly
unqualified for what was one of the most influential positions in Congolese
politics. But he could hardly refuse. The appointment was made public
that evening. “Katanga is as big as France,” Mawapanga, the finance minis-
ter, told his protégé. “If you can manage that, the sky’s the limit.” He might
have added that Katumba was being handed the keys to one of the world’s
greatest vaults of minerals.

Kabila’s rebels-turned-rulers needed to generate money from Congo’s
dilapidated mining industry for the twin purposes of resisting an inva-
sion by their erstwhile Rwandan backers and making sure that they used
what might prove a brief stint in power to bolster their personal finances.
Oscar Mudiay, a senior civil servant in Kabila’s government, told me that
the president received a minimum of $4 million each week delivered in
suitcases by state-owned and private mining companies.'® Kabila’s gov-
ernment soon signed a flurry of mining and oil deals, with scant regard for
due process. The regional coalition that had swept him to power had split
into pro-Kabila and pro-Rwanda alliances, and Kabila needed to keep his
foreign allies, principally Zimbabwe and Angola, sweet. One beneficiary of
the deal-making was Sonangol, the Angolan state oil company controlled
by the Futungo, with which the Congolese state formed a partnership.!’
As governor of Katanga province, Katumba was perfectly placed to build
his influence over the mining industry. “He was more intelligent than the
others and got close to Gécamines,” Oscar Mudiay recalled.

As he built a base for himself in Congo’s mining heartland, Katumba
became a member of Kabila’s inner circle. He befriended the president’s
son while they traveled together on sensitive diplomatic missions. Mono-
syllabic and withdrawn, Joseph Kabila had been thrown into the military
when his father became the figurehead of the rebellion against Mobutu.
He was prematurely promoted to general and, in name at least, appointed
head of the army. In December 2000 Rwandan troops and anti-Kabila
forces routed the Congolese army and its foreign allies at Pweto, Katum-
ba’s hometown in Katanga. The Rwandans seized a valuable cache of arms,
but there was another prize within their reach: Joseph Kabila was on the
battlefield. As the Congolese army melted into frantic retreat and the high
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command took to its heels, Katumba received a call from the president:
“Kiddo, find Joseph, my son.”®

Katumba raced to reach Joseph by phone and discovered he was alive
and still free. Such were the straits of the government campaign that Ka-
tumba, according to his memoir, personally had to find fuel and take it to
the airport for a plane to evacuate the president’s son.'® This was the mo-
ment that formed an unbreakable bond between Katumba and the younger
Kabila.

Four weeks later one of Laurent Kabila’s bodyguards, an easterner who
had been among the cohort of child soldiers in Kabila’s rebel army, ap-
proached the president and shot him three times at close range, for reasons
that have been the subject of competing conspiracy theories ever since. In
disarray, his senior officials decided to create a dynasty on the spot and
summoned Joseph to Kinshasa to inherit the presidency. Mawapanga
Mwana Nanga, the former finance minister who had brought Katumba
back to Congo, was involved in the tense efforts to hold the government
together after the assassination. “Joseph was a general—he did not know
politics,” Mawapanga told me. “So he called Katumba to come back and
be his right-hand man and show him how to navigate the political waters.”

In four years Katumba had gone from a junior post in a Johannesburg
bank to the side of Congo’s new president. He was appointed minister of
the presidency and state portfolio, in charge of state-owned companies. In
2002 UN investigators appointed to study the illegal exploitation of Con-
go’s resources named him as one of the key figures in an “elite network” of
Congolese and Zimbabwean officials, foreign businessmen, and organized
criminals who were orchestrating the plunder of Congolese minerals un-
der cover of war.?’ “This network has transferred ownership of at least $5
billion of assets from the state mining sector to private companies under its
control in the past three years with no compensation or benefit for the state
treasury of the Democratic Republic of the Congo,” the UN team wrote.

When the UN investigators recommended Katumba be placed under
UN sanctions, he was shuffled out of his official post in Kabila’s govern-
ment—and moved into the shadow state. He became the leading exponent
of a system that Africa Confidential, the most comprehensive publication
in English on the continent’s affairs, encapsulated: “Exercising power,
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from the late President Mobutu Sese Seko to the Kabila dynasty, has relied
on access to secret untraceable funds to reward supporters, buy elections
and run vast patronage networks. This parallel state coexists with formal
structures and their nominal commitment to transparency and the rule of
law.?!

I have heard people compare Katumba to Rasputin, Karl Rove, and
the grand viziers of the Ottoman Empire. Diplomats rarely met him. In
photographs his eyes look penetrating, his face set in a permanent semi-
frown of calculation. One foreigner who found himself in the same room
as Katumba described an impressive man, shrewd and gentlemanly, with
a fondness for his own jokes. “He never spoke much,” said Oscar Mudiay,
the official who served under Laurent Kabila. “Just a glance.”

Katumba was like an elder brother to the young president. “Joseph
Kabila put his total faith in Katumba,” Olivier Kamitatu, an opposition
politician who served for five years as planning minister in Kabila’s gov-
ernment, told me.?? “He was hugely intelligent. He knew how to run the
political networks and the business networks. The state today is the prop-
erty of certain individuals. Katumba’s work was to create a parallel state.”

On October 15, 2004, the residents of the Katangan mining town of Kilwa
discovered what it meant to fall foul of Katumba’s looting machine. The
previous day Alain Kazadi Makalayi, a twenty-year-old fisherman with de-
lusions of grandeur, had arrived in Kilwa at the head of half a dozen ram-
shackle separatists and proclaimed the independence of Katanga.” His
call to arms attracted fewer than a hundred young followers. Realizing that
a rebellion that could not even organize a radio broadcast was unlikely to
last long and that the national army could not be far off, most of Kilwa’s
inhabitants ran away.

The separatists posed a negligible threat, but they had dared to chal-
lenge the interests of the shadow state. Dikulushi, the copper mine that lay
thirty miles outside the town, was linked to Katumba.

Anvil Mining, a small Australian outfit, had won the rights to mine the
area in 1998 and began producing copper in 2002. According to a subse-
quent inquiry by the Congolese Parliament, the company was granted a
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twenty-year exemption from paying any taxes whatsoever.?* Katumba was
a founding board member of Anvil’s local subsidiary, and his name ap-
peared on the minutes of three board meetings between 2001 and 2004.%
Bill Turner, Anvil’s chief executive, denied that Katumba held any shares
in the company; he said Katumba sat on the board as the government’s
representative. But Turner admitted to a reporter from Australia’s ABC
television that, as well as a few thousand dollars in director’s fees, the com-
pany paid some $50,000 a year to rent a compound Katumba owned in
Lubumbashi, Katanga’s capital, for its headquarters.

After the young separatist convened a public meeting in Kilwa’s market-
place to proclaim his rebellion and declare that the days of Joseph Kabila
and Katumba “pocketing money from the mines” were over, the presi-
dent ordered the regional military commander to retake the town within
forty-eight hours.?® Troops had orders to “shoot anything that moved,”
according to a UN inquiry into what followed.?’

The soldiers arrived on Anvil Mining’s aircraft and made use of the
company’s vehicles. They encountered scant resistance and suffered no
casualties putting down the inept rebellion. Once the fighting was over
they taught Kilwa a lesson.

Soldiers went from house to house, dispensing vengeance. At least one
hundred people were killed. Some were forced to kneel beside a mass grave
before being executed one by one. Among the dead were both insurgents
and civilians, including a teenager whose killers made off with his bicycle.
Kazadi, the hapless separatist leader, was said to have died of his wounds
in the hospital. Soldiers who ransacked homes and shops carried their loot
away 1n Anvil vehicles, which were also used to transport corpses, accord-
ing to the UN investigation, claims the company denied.®

A decade later, in 2014, I asked Bill Turner about Anvil’s role in the Kilwa
massacre. “Anvil were of course aware of the rebellion and the suppression
of the rebellion in Kilwa in October 2004, having provided logistics to the
DRC Military, under force of law,” he told me, declining to elaborate on
what those logistics were. But Turner told me he had not been aware of
“allegations of war crimes or atrocities” until an ABC reporter asked him
about them in an interview seven months after the massacre. (He added
that the interview was edited with the aim of “portraying Anvil and me
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in the worst possible light.”) “There have been multiple government en-
quires in a number of countries, including a detailed Australian Federal
Police investigation in Australia into those allegations,” Turner continued
in a letter responding to my questions. “None of those enquiries has found
that there is any substance whatsoever to the allegations. In addition, there
has been litigation instigated in the Democratic Republic of Congo, West-
ern Australia and Canada, which has at least touched on the matters raised
by you. In none of those cases have there been findings against Anvil.”*’

The survivors’ representatives fought for years to hold those responsi-
ble for the Kilwa massacre to account, but they got nowhere. Katumba was
untouchable. In 2009 a US diplomatic cable described him as “a kind of
shady, even nefarious figure within Kabila’s inner circle, [who] is believed
to manage much of Kabila’s personal fortune.””® The cable was transmit-
ting news that Katumba had stepped down from his latest formal posi-
tion, heading Kabila’s majority in the national assembly. But it predicted—
accurately—that his influence would remain.

In 2006 and 2007 two rebel groups and the Congolese army fought for
control over Edouard Mwangachuchu’s coltan mine at Bibatama.?! The
group that won out was arguably the most formidable rebel force in eastern
Congo—quite an accolade, given the ferocity of the fighting that continued
to erupt regularly despite the formal end of the war in 2003.

Known by its French acronym, CNDP, the Congress for the Defense of
the People was the creation of Laurent Nkunda, a Tutsi renegade general
and Seventh-Day Adventist pastor from North Kivu. Nkunda had fought
with Rwanda against Laurent Kabila before joining the Congolese national
army when it incorporated various warring factions under the 2003 peace
deal. He rose to general before returning to the cause of rebellion—this
time, his own.

The hills and forests around Nkunda’s hometown in North Kivu be-
came his fiefdom, as the forces at his command swelled to eight thousand
men (and children).’* A student of psychology, for a time he outwitted ev-
eryone, navigating with cunning the treacherous terrain in which Rwanda
and Kinshasa jostled for influence with UN peacekeepers, arms dealers,
local politicians, and eastern Congo’s constellation of paramilitary groups.
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For all Nkunda’s rhetoric—he spoke to a Financial Times reporter in
2008 of “a cry for peace and freedom”—his operation was, in large mea-
sure and like many of its rivals, a money-making venture.”” Eastern Con-
go’s militias—not to mention the army itself—have many ways to bring in
revenue, from taxing commercial traffic to ranching and trading in char-
coal. But the mining trade is particularly lucrative and has the advantage of
bringing in foreign currency that can buy arms.

The business arrangements of eastern Congo’s clandestine mineral
trade reveal something else, something that undercuts the crass notion that
the primitive hatreds of African tribes is the sole driver of the conflict. The
two most important militias, the CNDP and the Forces Démocratiques de
Libération du Rwanda (FDLR), are sworn enemies. The former’s stated
reason to exist is to defend the Tutsis of eastern Congo from the latter, a co-
hort formed by the Hutu extremists who perpetrated the Rwandan geno-
cide. Both also serve as proxies: Joseph Kabila has supported the FDLR to
counter the influence that Paul Kagame’s Tutsi-led government in Rwanda
exercises through the CNDP.

But as one easterner who has worked in both mining and intelligence
told me, “Formally the groups are all enemies. But when it comes to mak-
ing money and mining, they cooperate pretty well. War changes, but busi-
ness goes on. The actors change, but the system stays—the links between
the armed groups and the mines. The conflict goes on because it has its
own financing; the mines and the weapons. It has its own economy.”**

On a Sunday afternoon in Goma I drank a beer beside a pool at a hotel
with Colonel Olivier Hamuli. He is the spokesman of the Congolese armed
forces and journalists regard him as one of the more accurate sources of
information on the fighting, even if he avoids discussing the military’s
own role in plunder and atrocities. An easterner, his convivial demeanor
cannot mask the eyes of a man who has seen too much. When we met he
was fielding call after call about clashes between Tutsi rebels and the army.
The rebels had advanced to take strategic positions on the edge of Goma;
the army and UN peacekeepers were preparing helicopter gunships for a
counterattack.

“The CNDP, the FDLR, they say they are fighting against bad gov-
ernance. They are just mining. Even the FDLR, they are not trying to
challenge the Rwandan government—they are here to mine. This is the
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problem of the war in the east,” the colonel said.”® “It’s a war of economic
opportunity. It’s not just Rwanda that benefits; it’s businessmen in the
United States, Australia too.” He brandished one of his incessantly buzz-
ing mobile phones. “Smuggling goes on. Mobile phones are still being
made. They need the raw materials one way or another.”

According to the UN panel of experts that tries to keep track of the links
between eastern Congo’s conflict and the mineral trade, after Nkunda won
the battle for the territory that contained Mwangachuchu’s mining opera-
tions, the warlord permitted the businessman to retain control of his mines
in return for a cut of the coltan.’® Mwangachuchu told the UN team he
paid 20 cents per kilo of coltan exported from his mines at checkpoints he
suspected were run by the CNDP.?” That levy alone would have channeled
thousands of dollars a year into the militia’s war chest. Altogether eastern
Congo’s militias are estimated to have raked in something to the tune of
$185 million in revenues from the trade in coltan and other minerals in
2008.?® The UN team also reported Mwangachuchu’s excuse for funding
the militia: he told the team he had “no choice but to accept the presence
of CNDP and carry on working at Bibatama, as he needs money to pay
$16,000 in taxes to the government.”

To his supporters, Mwangachuchu is a well-meaning employer (of
both Tutsis and other ethnicities) assailed by grasping militiamen. His
supporters, none of whom wanted to be named when they spoke to me,
described a legitimate businessman striving to introduce modern mining
techniques in the face of turmoil and wrongheaded foreign interventions.
Some well-informed Congolese observers are less inclined to give him the
benefit of the doubt. One night in a Goma bar a senior army officer fumed
with anger when I asked him about Mwangachuchu and other mining bar-
ons of North Kivu. He damned them all as war profiteers who preferred to
pay a few dollars to rebel-run rackets than have a functioning state tax them
properly. When I asked the easterner who has worked both on mining pol-
icy and in Congolese intelligence about Mwangachuchu’s claim that he
had been forcibly taxed by the CNDP, he shot back, “It’s not a question of
taxes. Mwangachuchu and the armed groups are the same thing.”

It 1s hard to see how Mwangachuchu could have established himselfas a
leading Tutsi businessman in the East without becoming tertwined with
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the armed groups. As well as seeking prosperity, Tutsis in eastern Congo
have faced near-constant threats to their survival, most terrifyingly from
the Rwandan Hutu génocidaires who roam the hills.

In 2011 Mwangachuchu stood as a candidate for CNDP’s political wing
in the national assembly—and its foot soldiers helped guarantee his vic-
tory. They had been absorbed into the lawless ranks of Congo’s army
under a shaky peace deal but retained their mining rackets and their loy-
alties.” “The CNDP guys used every trick in the book to make sure he
got through,” said a foreign election observer who watched former CNDP
rebels filling out ballot papers for Mwangachuchu after the polls had
closed.*® Ex-CNDP fighters in the national army were observed brazenly
intimidating voters in North Kivu, some of the most egregious abuses in a
deeply flawed national election that secured Kabila a fresh term.*! Accord-
ing to a report to the Security Council by a UN group of experts, to ensure
the support of the CNDP’s fighters, Mwangachuchu had paid off Bosco
Ntaganda. Known as “The Terminator,” Ntaganda had replaced the de-
posed Laurent Nkunda three years earlier as the CNDP boss and brought
his boys into the army even though he was wanted by the International
Criminal Court for war crimes including murder, rape, conscripting child
soldiers, and ethnic persecution.”? Despite overwhelming evidence of
foul play and months of legal wrangling, Mwangachuchu’s election stood.
Even before his victory was secure, Ntaganda named him president of the
CNDP’s political party.

Mwangachuchu’s leadership was short lived. A few months after the
2011 election Kabila’s government sought to strengthen its writ in the East
by relocating the former CNDP militiamen who had been brought into
the national army to postings elsewhere in the country, far from the East’s
coltan, gold, and tin mines. But the militiamen were not about to give that
up without a fight. Several hundred mutinied under a new acronym, M23,
short for March 23, the date of the 2009 deal that had brought them into
the army. Rwanda, deeply involved in both eastern Congo’s military and
mining networks, again provided covert support to the mainly Tutsi rebels
as they advanced on Goma.*

In early May 2012 General James Kabarebe, the redoubtable Rwandan
defense minister who had masterminded its military campaigns in Congo
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and surreptitiously commanded M23, called Mwangachuchu. He ordered
him to support the rebels and pull the CNDP political party out of its alli-
ance with Kabila.** Mwangachuchu refused. Perhaps he feared that cross-
ing Kabila would imperil his mining interests; perhaps he sensed that the
new rebellion was doomed. A furious Kabarebe told Mwangachuchu that
“a lightning bolt will strike you.” Within days he had been ousted as pres-
ident of the CNDP’s political party.

But Mwangachuchu had chosen wisely. Western powers that had long
turned a blind eye to Rwanda’s meddling in Congo ran out of patience
and suspended aid. Bosco Ntaganda, the Tutsi warlord who had joined
the mutiny, found himself under such mortal threat that he chose to take
his chances in The Hague and turned himself in at the US embassy in
Rwanda, from where he was sent to face justice at the International Crim-
mal Court. At negotiations in Uganda between Kabila’s government and
the M23 rebels, Mwangachuchu was part of the government delegation.
The talks came to little, and in late 2013 Congolese forces, backed by a new
UN force with a mandate to smash the rebel groups, routed the M23 rebels.

I asked Mwangachuchu to give me his own account. He declined. When
I e-mailed him a list of questions, it was his lawyer who replied. Mwanga-
chuchu, the lawyer wrote, “reminds you that there is a war on in this part
of the country and he cannot afford at this stage to answer your questions.”
Mwangachuchu can claim to have played peacemaker—but only when it
suits him. “He’s not a fighter; he’s a businessman,” a former minister in
Kabila’s government told me. “His loyalties are not so strong—except to
his business.”

Our two-jeep convoy slowed as it approached a roadblock deep in the
tropical forests of one of eastern Congo’s national parks. Manning the
roadblock were soldiers from the Congolese army, theoretically the insti-
tution that should safeguard the state’s monopoly on the use of force but,
in practice, chiefly just another predator on civilians. As my Congolese
companions negotiated nervously with the soldiers, I stepped away to take
advantage of a break in a very long drive and relieve myself, only to sense
someone rushing toward me. Hurriedly zipping up my fly, I turned to see a
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fast-approaching soldier brandishing his AK47. With a voice that signified
a grave transgression, he declared, “It is forbidden to piss in the park.”
Human urine, the soldier asserted, posed a threat to eastern Congo’s goril-
las. I thought it best not to retort that the poor creatures had been poached
close to extinction by, among others, the army nor that the park attracted
far more militiamen than gorilla-watching tourists.

My crime, it transpired, carried a financial penalty. My companions
took the soldier aside, and the matter was settled. Perhaps they talked him
down, using the presence of a foreign journalist as leverage. Perhaps they
slipped him a few dollars. As we drove away it occurred to me that we had
witnessed the Congolese state in microcosm. The soldier was following the
example set by Kabila, Katumba, Mwangachuchu, and Nkunda: capture a
piece of territory, be it a remote intersection of potholed road, a vast copper
concession, or the presidency itself; protect your claim with a gun, a threat,
a semblance of law, or a shibboleth; and extract rent from it. The political
economy of the roadblock has taken hold. The more the state crumbles,
the greater the need for each individual to make ends meet however they
can; the greater the looting, the more the authority of the state withers.

Leaving the roadblock behind, we bounced along the pitted tracks that
lead into the interior of South Kivu province. It was late 2010, and a joint
offensive against Hutu rebels by Congolese and Rwandan forces and their
allied militias had driven masses of civilians from their farmsteads. Kwash-
1orkor, or severe acute malnutrition in children, was rife.

The lone hospital in Bunyakiri serves 160,000 people. It has no am-
bulance and no electricity, making it almost impossible after nightfall to
find a vein for an injection. The rusting metal of its roof is scarcely less
rickety than the surrounding mud huts. When I visited, medicine was in
short supply, the army having recently ransacked the hospital. There was
no mobile phone reception, an irony in a part of the world whose tantalum
1s crucial in making the devices.

The hospital’s pediatric ward had fourteen beds. At least two mothers
sat on each, cradling their babies. On one, Bora Sifa regarded her sur-
roundings warily. Two years earlier a raiding party from the FDLR, the mi-
litia formed by the perpetrators of the Rwandan genocide, had descended
on her village in search ofloot to supplement the income from their mining
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operations. The raiders ordered Bora’s husband to gather up what they
wanted. “They forced him to carry all the things away into the forest,” Bora
told me. “Then they killed him.”

Bora fled and a stranger in another village took her in, allowing her and
her children to live in an outhouse. Now twenty, she made about a dollar a
day helping to cultivate cassava, a root crop that fills empty bellies but has
little nutritional value. Five days ago she had brought her son, Chance, to
the hospital. “He wasn’t growing,” Bora said. “I wasn’t making enough
milk.” Like many malnourished children, Chance’s features had aged pre-
maturely. His eyes were sunken, his hair receding,.

At any given moment since the start of Congo’s great war in 1998, be-
tween 1 million and 3.5 million Congolese have been adrift like Bora. The
vast majority are in the East, driven from mining areas or the shifting front-
lines of multiple interwoven conflicts. In 2013 2.6 million of Congo’s 66
million people were “internally displaced,” as refugees who have remained
in their country are known in the jargon of human catastrophe, making up
one in ten of the worldwide tally."> Many end up in flimsy bivouacs fash-
1oned from tarpaulins bearing the brands of assorted relief agencies; others
appeal to the solidarity of their fellow Congolese, which persists despite
the myriad fissures that war, desperation, and ethnicity have opened be-
tween them. That solidarity can only do so much in a country where two-
thirds lack sufficient food. Uprooted, Congo’s wandering millions starve.

With the help of the hospital’s tireless doctor and a French charity,
Chance was recovering.*® Few others shared his fortune. Further up the
road I visited a hilltop clinic beside a school in the town of Hombo Sud.
One by one, dozens of emaciated children were being dangled from weigh-
ing scales and checked for telltale signs of severe malnutrition: oedema (a
buildup of fluids in the legs) and arms with a circumference of less than
10.5 centimeters.

Anna Rebecca Susa, a bundle of spindles in a pink skirt emblazoned
with the word “Princess,” was dangerously underweight. The special mea-
suring tape showed red when a medic pulled it tight round her arm. Her
belly was swollen beneath fleshless ribs, her hair reduced to a faint frizz. At
five, she could not understand what was happening to her, but her big eyes
were full of anxiety, as though she could sense that her body was failing.
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She could not keep down a sachet of the peanut paste that can do wonders
for malnourished children and was sent home with more in the hope her
stomach would settle. Her father, Lavie, invited me back to his home, an
outhouse belonging to a distant relative where Lavie, his wife, and their
four children had lived since they fled rebel attacks on their home village
two years previously.

The signature falsetto guitar of Congolese music drifted over the jagged
rooftops of the tiny metal shacks sprayed across the slopes. Lavie’s wife,
whose wedding ring he had fashioned from a plastic bottle top, was out
foraging for leaves. Anna fell asleep on the shack’s lone bed. Her younger
brother, Espoir, tottered around, oblivious to his sister’s plight.

A few weeks later I got in touch with the clinic’s medics to ask after
Anna. When she had kept throwing up the peanut paste, the French char-
ity had driven her to the hospital at Bunyakiri. By then there was little
anyone could do. Her immune system destroyed by malnutrition, she died
of an infection.

The heavens opened the day they buried Augustin Katumba Mwanke. The
Congolese establishment sheltered under marquees in Kinshasa before the
coffin that sported an enormous floral garland.*” In a black suit and black
shirt Joseph Kabila arrived amid a phalanx of bodyguards maneuvering to
keep an umbrella over his head. It was a rare public appearance for a reclu-
sive president said to have spent his early years in office in the company of
video games. His face was expressionless. Barely two months had passed
since he had rigged his way to victory in the presidential election, securing
a second five-year term. Now the mastermind behind both his power and
his wealth was gone. The previous day, February 12, 2012, the American
pilot of the jet carrying a group of Kabila’s senior officials to Bukavu by
Lake Kivu had misjudged the landing. Katumba’s last moments came as
the aircraft veered off the runway and smashed into a grassy embankment.
He was forty-eight.

One other guest at the funeral stood out. He was the lone white face
in the front row. Kabila clasped his hand. The burly, bearded man in a
yarmulke, the Jewish skullcap, was Dan Gertler. He was the all-important
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intersection between the shadow state that controlled access to Congo’s
minerals and the multinational mining companies that coveted them.

The grandson of one of the founders of Israel’s diamond exchange, in
his early twenties Gertler set forth to seek his own fortune. He went to An-
gola, then still deep in civil war and a rich source of diamonds. But another
Israeli, Lev Leviev, had already staked a strong claim there. Gertler arrived
in Congo 1n 1997, days after Laurent Kabila had overthrown Mobutu. An
ultra-orthodox Jew, he was introduced by a rabbi to Joseph Kabila, newly
installed as the head of the Congolese army.* The younger Kabila and
Gertler had much in common. Each stood in the shadow of his elders, car-
rying a heavy burden on young shoulders into the cauldron of Congolese
warfare and politics. They became firm friends.

Gertler soon discovered the value of his friendship with the president’s
son. Kabila Sr. was in urgent need of funds to arm his forces against Rwan-
dan and Ugandan invaders and to butter up his allies for the fight.** When
Joseph took his new friend to meet his father, the president told the young
Israeli that if he could raise $20 million without delay, he could have a mo-
nopoly to buy every diamond mined in Congo. Gertler cobbled together
the cash and was granted the monopoly.

Not for the last time, an arrangement that suited Gertler and the Kabila
clan hardly served the interests of the Congolese people. “It wasn’t a good
deal for us,” Mawapanga Mwana Nanga, then the finance minister, told me.
“We should have opened the market to the highest bidder.”>® UN investi-
gators declared that Gertler’s diamond monopoly had been a “nightmare”
for Congo’s government and a “disaster” for the local diamond trade, en-
couraging smuggling and costing the treasury tax revenue.’! It could not
last. After Joseph Kabila succeeded his assassinated father in 2001, the mo-
nopoly was canceled under pressure from foreign donors.”

Gertler was not deterred. He reestablished a commanding position in
the Congolese diamond trade by arranging to buy stones from the state-
owned diamond miner and began to turn his attention to the far bigger
prize: the copper and cobalt of Katanga, where production and prices
would rise dramatically as Asian demand for base metals soared. His most
important asset—his bond with the new president—was intact. “Gertler
showed that he could help the family and, in return, they said, ‘We can
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do business with you,”” a diplomat who spent years watching Gertler’s
exploits in Congo told me. “Kabila can only keep himself in power with
the help of people like Gertler: it’s like an insurance mechanism—someone
who can get you money and stuff when you need it.”

Opver the years that followed, Gertler cultivated Katumba too, even invit-
ing him to a party on a yacht in the Red Sea that included a performance by
Uri Geller, the Israeli illusionist and self-proclaimed psychic.”® In a reverie
of gratitude to Gertler, in the final pages of his posthumously published
memoir Katumba wrote that “in spite of all our seeming differences, I am
proud to be the brother you never had.”*

The trio of Kabila, Katumba, and Gertler was unassailable. “It’s like an
exclusive golf club,” one of Kabila’s former ministers told me. “If you go
and say, ‘The founders are cheating, they’re going to say: ‘And who the
hell are you?*””® Gertler’s role in this exclusive club was manifold. “It’s an
amalgam—Dbusiness, political assistance, finance,” said Olivier Kamitatu,
who became an opposition legislator after his five-year stint as Kabila’s
planning minister.”® Gertler’s particular contribution was to build a tan-
gled corporate web through which companies linked to him have made
sensational profits through sell-offs of some of Congo’s most valuable min-
ing assets. “The line between the interests of the state and the personal
interests of the president is not clear,” Kamitatu told me. “That is the pres-
ence of Gertler.”

Since he first rode to Laurent Kabila’s rescue with $20 million to fund
the war effort, Gertler has proved himself invaluable to Congo’s rulers. Ka-
tumba wrote in his memoir that Gertler’s “inexhaustible generosity, and
the extreme efficiency of his assistance, have been decisive for us in the
most crucial moments.””’” Deals in which he was involved are said to have
helped finance Joseph Kabila’s 2006 election campaign.”® Kamitatu told
me that Gertler had helped Kabila win that election and said he had also
come up with cash for the military campaign against Laurent Nkunda’s
rebels in the East. I asked Gertler’s representatives whether he had assisted
Kabila at these moments and during the 2011 elections. They did not re-
spond. Gertler has, however, denied that he has underpaid for Congolese
mining assets. “The lies are screaming to the heavens,” he told a reporter
from Bloomberg in 2012.%
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Kamitatu, who is the son of one of Congo’s independence leaders and
trained in business before a political career that began as a senior figure a
rebel group during the war, sees the shadow state as the root of his nation’s
failure to escape poverty. “You can’t develop the country through parallel
institutions. Every infrastructure project you undertake is not done through
a strategic vision but with a view to the personal financial results,” he told
me as we sat at his house in Kinshasa in 2013. Politics and private business
have fused, Kamitatu believed. Winning a presidential election costs tens
of millions of dollars, and the only people with that kind of money are the
foreign mining houses. “I am extremely worried about a political system
where the voters are starving and the politicians buy votes with money
from natural resource companies,” Kamitatu said. “Is that democracy?”

Dan Gertler’s Congolese mining deals have made him a billionaire. Many
of the transactions in which he has played a part are fiendishly compli-
cated, involving multiple interlinked sales conducted through offshore
vehicles registered in tax havens where all but the most basic company
information is secret. Nonetheless, a pattern emerges. A copper or cobalt
mine owned by the Congolese state or rights to a virgin deposit are sold,
sometimes in complete secrecy, to a company controlled by or linked to
Gertler’s offshore network for a price far below what it 1s worth. Then
all or part of that asset is sold at a profit to a big foreign mining company,
among them some of the biggest groups on the London Stock Exchange.

Gertler did not invent complexity in mining deals. Webs of subsidiaries
and offshore holding companies are common in the resource industries,
either to dodge taxation or to shield the beneficiaries from scrutiny. But
even by the industry’s bewildering standards, the structure of Gertler’s
Congo deals is labyrinthine. The sale of SMKK was typical.®’

SMKK was founded in 1999 as a joint venture between Gécamines,
Congo’s state-owned mining company, and a small mining company from
Canada.’" SMKK held rights to a tract of land in the heart of the copper-
belt. It sits beside some of the planet’s most prodigious copper mines,
making it a fair bet that the area the company’s permits cover contains
plentiful ore. Indeed, Gécamines had mined the site in the 1980s before
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Mobutu’s looting drove the company into collapse.®” After a string of
complicated transactions beginning in November 2007, involving a former
England cricketer, a white crony of Robert Mugabe, and assorted offshore
vehicles, 50 percent of SMKK ended up in the hands of Eurasian Natural
Resources Corporation (ENRC), whose oligarch owners had raised a few
eyebrows in the City of London in 2007 when they obtained a London
Stock Exchange listing for a company they had built from privatized mines
in Kazakhstan.”” The Congolese state, through Gécamines, still owned the
remaining 50 percent of SMKK.

Toward the end of 2009 ENRC bought an option, only made pub-
lic months later, to purchase the 50 percent it did not already own. The
strange thing was that ENRC did not buy that option from the owner of
the stake, state-owned Gécamines, but from a hitherto unknown company
called Emerald Star Enterprises Limited.®* Emerald Star was incorporated
in the British Virgin Islands, one of the most popular secrecy jurisdictions,
shortly before it struck this agreement with ENRC, which suggests that it
was set up for that specific purpose.”” There is nothing in Emerald Star’s
registration documents to show who owns it. But other documents related
to the deal would later reveal the identity ofits principal owner, Dan Gert-
ler’s family trust.%

At this stage all Gertler had was a deal to sell to ENRC a stake in SMKK
that he did not yet own. That was soon rectified. On February 1, 2010,
Gertler’s Emerald Star signed an agreement with Gécamines to buy the
Congolese state’s 50 percent share in SMKK for $15 million.”” ENRC duly
exercised its option to buy the stake by buying Emerald Star for another
$50 million on top of the $25 million it had paid for the option. The inter-
woven deals were done and dusted by June 2010.% All the corporate chi-
canery masked a simple fact: the Congolese state had sold rights to a juicy
copper prospect for $15 million to a private company, which immediately
sold the same rights on for $75 million—a $60 million loss for the state and
a $60 million profit for Gertler.

The Congolese people were not the only losers in the SMKK deal.
ENRC’s would seem to have suffered too. When it bought the first 50
percent of SMKK, ENRC had also acquired a right of first refusal should
Gécamines decide to sell the other half.” That meant that ENRC could
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have bought the stake when it was offered to Dan Gertler’s company for
$15 million. Instead, it paid $75 million a few months later, once the stake
had first passed to Gertler’s offshore vehicle. ENRC has not disclosed the
terms of its right of first refusal and did not reply to my questions about
it. Perhaps there was some stipulation in it that meant buying the stake
directly from Gécamines would have been more expensive for ENRC than
buying it via Gertler. But based on the details that have emerged, it 1s hard
to see how the oligarch founders of ENRC thought the SMKK maneuver
was in the best interests of the rest of the investors who had bought shares
in the company when it floated in London.

ENRC was a member of the FTSE 100, the prestigious list of the UK’s
biggest listed companies, in which pension funds invest savers’ money. In-
vestors who bought shares when ENRC listed some of its stock in Decem-
ber 2007 paid £5.40 a share, raising £1.4 billion for the company. Over the
six years that followed, ENRC’s boardroom was a scene of unceasing tur-
bulence, as the oligarch founders continued to exert their influence over a
company that was supposedly subject to British governance rules for listed
corporations.”” ENRC snapped up assets in Africa, including SMKK, and
struck other deals with Gertler in Congo. The Serious Fraud Office was
in the middle of an investigation (still active at the time of writing) into
ENRC’s activities in Africa and Kazakhstan—and its share price was slid-
ing precipitously downward—when the oligarchs announced that they
planned, with the help of the Kazakh government, to buy back the stock
they had listed in London, thereby taking the company private again.”!
The offer was valued at £2.28 a share—less than half of what investors who
bought in at the start had paid for them.”?

If some British pension funds and stock-market dabblers felt burned by
their investments in ENRC, their losses were relatively easy to bear com-
pared with those that Gertler’s sweetheart deals have inflicted on Congo.
The best estimate, calculated by Kofi Annan’s Africa Progress Panel, puts
the losses to the Congolese state from SMKK and four other such deals
at $1.36 billion between 2010 and 2012.”° Based on that estimate, Congo
lost more money from these deals alone than it received in humanitarian
aid over the same period.”* So porous is Congo’s treasury that there is no
guarantee that, had they ended up there, these revenues would have been
spent on schools and hospitals and other worthwhile endeavors; indeed,
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government income from resource rent has a tendency to add to misrule,
absolving rulers of the need to convince electorates to pay taxes. But no
state can fulfill its basic duties 1if 1t 1s broke. Between 2007 and 2012 just
2.5 percent of the $41 billion that the mining industry generated in Congo
flowed into the country’s meager budget.”> Meanwhile, the shadow state
flourishes.

Since at least 1885, when Congo became the personal possession of Bel-
gium’s King Leopold II, outsiders have been complicit in the plunder of
Congo’s natural wealth. King Leopold turned the country into a commer-
cial enterprise, producing first ivory then rubber at the cost of millions of
Congolese lives. In 1908 Leopold yielded personal ownership of Congo to
the Belgian state, which, keen to retain influence over the mineral seams of
Katanga following independence in 1960, encouraged the region’s seces-
sionists, helping to bring down the liberation leader Patrice Lumumba in
a CIA-sponsored coup that ushered in Mobutu, who became one of the
century’s most rapacious kleptocrats.’® Richard Nixon, Ronald Reagan,
and George H. W. Bush welcomed him warmly to Washington. Only once
his usefulness expired after the end of the Cold War did the United States
abandon Mobutu to flee from Laurent Kabila’s advancing rebels.

In the era of globalization the foreign protagonists in Congo’s looting
machine are not monarchs or imperial states but rather tycoons and mul-
tinationals. As well as the likes of Dan Gertler, there are the companies
that do business with him. ENRC 1s one. Another 1s Glencore, the giant,
secretive commodity trading house based in the Swiss town of Zug, which
listed its shares on the London Stock Exchange in 2013, immediately be-
coming one of the UK’s biggest listed companies. In 2010 and 2011 Glen-
core was involved in transactions in which, according to calculations by
Kofi Annan’s Africa Progress Panel, the Congolese state sold mining assets
to companies connected to Gertler for hundreds of millions of dollars less
than they were worth.”” (Both ENRC and Glencore insist there has been
nothing improper in their Congolese dealings.”)

From multibillion-dollar copper deals in Katanga to smuggling rackets
shifting coltan out of the East, Congo’s looting machine extends from the
locals who control access to the mining areas, via middlemen to traders,
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global markets, and consumers. During the war UN investigators de-
scribed companies trading minerals as “the engine of the conflict.””® A
senior Congolese army officer remembered Viktor Bout, a notorious KGB
agent-turned—arms dealer who was implicated in the illicit coltan trade—
and whose exploits inspired the 2005 film Lord of War—dropping in to do
business.® “He did terrible things here,” the officer told me.®! The trade
in minerals from eastern Congo spans the globe. In 2012, according to offi-
cial records, North Kivu’s declared exports of raw minerals went to Dubai,
China, Hong Kong, Switzerland, Panama, and Singapore.

When Wall Street nearly imploded in 2008, triggering economic havoc
far beyond Manhattan, the world was reminded of the extent of the damage
that a complex, cross-border network combining financial, economic, and
political power can do. The reforming legislation in the aftermath of the cri-
sis dealt mostly with the financial quackery that had grown rife in US banks.
But toward the end of the 848-page Dodd-Frank Act of 2010 was an item
that had nothing to do with subprime mortgages or liquidity ratios. “Itis the
sense of Congress that the exploitation and trade of conflict minerals origi-
nating in the Democratic Republic of the Congo is helping to finance con-
flict characterized by extreme levels of violence in the eastern Democratic
Republic of the Congo,” read a clause in the Act that responded to years of
pressure from campaigners. In the future companies using coltan and other
resources from Congo in their products would have to submit to US regu-
lators a report on their supply chain, signed off by an independent auditor,
demonstrating that they were not funding armed groups. Some six thou-
sand companies would be affected, among them Apple, Ford, and Boeing.**

Few could fault the sentiment. But the legislation was drafted in Con-
gress, not Congo. It backfired. For one thing, the definition of “armed
groups” left out the Congolese army, which has been responsible for loot-
ing and wanton violence. Then there was the practical difficulty of track-
ing supply chains in a war zone. When the Dodd-Frank Act passed, many
buyers of Congolese minerals simply took their business elsewhere, re-
inforcing a temporary ban on mineral exports imposed by Joseph Kabila
in response to pressure to curtail the turmoil in the East.

A score of “conflict-free” certification schemes have sprung up, some
connected to Dodd-Frank, some to Congolese imitiatives, and some to
industry efforts to wipe the stigma from their products. In April 2013 an
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independent German auditor who had spent five days at Edouard Mwanga-
chuchu’s coltan mines concluded that “with the evidence presented there
was no indication that there are armed groups involved in mining.”*’ The
bigger militias had pulled back from Mwangachuchu’s corner of North
Kivu; M23, the most threatening armed group of the day, was camped close
to the Ugandan border, away from the main mining areas.

I wanted to see for myself whether the link between eastern Congo’s
minerals and its conflict was loosening. I asked to visit Mwangachuchu’s
mines. He was out of town, and his company declined to grant me access.
But I knew that a cooperative of informal miners was also mining the area,
the subject of years of dispute with Mwangachuchu. On the three-hour
drive from Goma we passed a settlement nestled in a bend in a valley that
had served as the base for Laurent Nkunda’s CNDP rebels. Further along
was a camp for refugees displaced by the M23 conflict. At the metal barri-
ers marking the entrance to each village, young men flagged us down and
suggested they might be due payment. Children, no older than five, had
imitated their elders and crafted a makeshift roadblock of rocks and half
a yellow water-canteen. They scampered from the road as approaching
vehicles failed to slow.

Another refugee camp marked the start of Rubaya, the mining town
at the foot of the hills that Mwangachuchu and the informal miners ex-
ploit. Toddlers with bloated bellies, the signature of malnutrition, tottered
at the road’s verge. The town itself boasted more robust dwellings than
the makeshift tents of the displaced. Mining money had even allowed the
construction of a few sturdy wooden houses. Rows of cassava tubers lay
whitening in the sun. The whole town sounded as though it were wailing,
so numerous were its infants, a chorus pierced by the occasional squawk
of a cockerel. A tattered Congolese flag flapped from a skinny tree trunk.

After an hour waiting to pay our respects to the town administrator—
during which, a local activist whispered in my ear, the mining bosses were
checking that there were not too many children at work for their visitor to
see—my Congolese companions and I began our ascent to the summit.
Red dust devils swirled around us as we climbed. A local man who worked
to get children out of the mines pointed across a valley to the village where
he had been one of the few survivors of a revenge massacre of Hutus by
Rwandan invaders in 1997.



56 THE LOOTING MACHINE

Porters with white sacks on their heads cascaded down the unpaved
paths from the peak, throwing up clouds of red-brown dust. Each sack
contained up to fifty-five pounds of rock hewn from the mountain. The
porters’ haste was a matter of economics: they were paid 1,000 Congolese
francs per trip (about $1) and had to wash and sift their cargo in the stream
at the bottom before it began the long trip toward the border or the buying
houses of Goma.

Most of the incipient certification schemes for Congolese minerals
work by tagging sacks of ore as they emerge from the mine to certify their
provenance, imitating the Kimberley Process, which was designed to stem
the flow of “blood diamonds.” The idea is to prevent belligerents getting
around embargoes by passing off their minerals as originating from an-
other mine or smuggling them across borders to allow Congolese coltan
to be branded as Rwandan or Angolan diamonds as Zambian. But on this
hillside there was not a tag in sight. One local, a peace campaigner who
had come along for the climb and who kept his distance from the mining
bosses leading the ascent, told me that some of the coltan extracted here
was crossing the nearby border into Uganda clandestinely. That took it
right through the territory of M23 rebels.

The slope grew steeper. The earth underfoot gave way like a sand dune.
Finally a peak of jagged rock emerged, a giant fossilized sponge of warrens
that the miners had dug by hand. About two thousand miners, all in Wel-
lington boots, many bearing spades and picks, swarmed among the pits
and trenches, some delving as deep as fifty feet into the ground with only
rudimentary props to keep the sides from burying them alive. Some looked
decidedly younger than eighteen. One was clearly baffled by the white-
skinned visitor whose hair was longer than the standard Congolese buzz
cut. “He has the voice of a man,” the young miner intoned with consterna-
tion to one of my companions, “but the hair of a woman.”

On the next hill over we could make out Mwangachuchu’s mine. All this
territory lay under his concession, but the informal miners had enough
political clout to carry on regardless of his protests, in part thanks to eth-
nic maneuvering by the cooperative’s Hutu leadership against the Tutsi
Mwangachuchu. The cooperative had resisted Mwangachuchu’s repeated
attempts to turf them off his land, challenging the validity of his claim.
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Mwangachuchu has countered by trying to oblige the informal miners to
sell all their production through his company, without which it would be
impossible for him to prove that minerals from the concession were not
funding militias.

The chief miner, Bazinga Kabano, a well-dressed man with a long walk-
ing cane and a penchant for bellowing at his subordinates, told me that
when the CNDP controlled the area the miners’ association used to pay
the rebels a $50 fee to be allowed to dig. But he was keen to paint his in-
dustry not as an engine of war but as a path to betterment. He explained
that some of the miners graduated to be négociants, the intermediaries who
buy coltan at the mine and sell it on to the comptoirs that export it. Sur-
veying the teeming hilltop, he declared, “We are helping them to live their
dreams.”

I wandered off to talk to some miners out of earshot of the boss. Ka-
fanya Salongo bore a passing resemblance to a meerkat as his blinking
head popped out of a hole in the ground. He was short, slim, and strong,
ideal for a human burrower. He churned out one hundred sacks worth
of rock a day, and that brought in $9. From that he had to find the $25
each miner must pay the bosses every month for the privilege of digging.
“It’s not enough for the family,” he told me. “I can afford some food and
some medicine, but that’s it.”” At thirty-two, he had a wife and two sons. He
laughed in the face of danger. “Yeah, it looks dangerous, but we know how
to construct the shafts, so it’s fine.”

It is easy to scoff at the boss’s notion that these miners are digging to-
ward their dreams. The work is grueling and perilous. The official statis-
tics recorded twenty deaths in mining accidents in North Kivu in 2012, six
of them at an adjacent mine worked by the cooperative. The authorities
noted that it 1s “very possible” that not all deaths were reported. But by
local standards the miners’ wages amount to big bucks. Some splash their
pay on booze and hookers; some build better houses.

Kabila’s mining ban and the boycott prompted by the Dodd-Frank Act
pitched thousands of eastern Congolese miners out of work. The World
Bank has estimated that 16 percent of Congo’s population is directly or
indirectly engaged in informal mining, which accounts for all but a frac-
tion of the industry as measured by employment;** in North Kivu in 2006
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mining revenue provided an estimated two-thirds of state income.*” But
revenues to the provincial government’s coffers fell by three-quarters in the
four years before 2012, in part because of what officials called the “global
criminalization of the mining sector” of eastern Congo. The state’s loss 1s
the smugglers’ gain: when the official routes are closed, the clandestine
trade picks up the slack.

By the middle of 2013 Kabila’s ban had been partially relaxed, and pre-
viously blacklisted comptoirs in Goma had reopened. A dozen mines in
North Kivu that the government deemed to be unconnected to armed
groups had been “green-lighted” to export. But Emmanuel Ndimubanzi,
the head of North Kivu’s mining division, told me that not a single mine
was tagging its output so that buyers could identify the mine at which it
had originated. “Tagging is very expensive,” he said. “We don’t have the
partners to pay for it.” In what might have been a line from Catch-22, he
added, “Certification can only happen with better security.”

Regional initiatives are increasingly tracking shipments of coltan and
other ores, even if North Kivu is lagging behind. Some campaigners have
welcomed what appears to be a significant reduction in the documented
connections between militias and mining sites as a result of certification
efforts and a UN-backed offensive against the armed groups.®® Gradually
Western-based electronics groups are drawing up lists of approved smelt-
ers that can demonstrate that their metals come from mines that do not
benefit Congolese militias, although the campaign group Global Witness
warned in 2014 that the first supply-chain reports, which US companies
buying Congolese minerals are now required to submit to regulators, “lack
substance.”” The German Federal Institute for Geosciences and Natu-
ral Resources has developed “fingerprinting” technology that can trace a
shipment of ore back to the mine from which it was extracted. This tech-
nology could, if comprehensively applied, prevent the entry into the inter-
national market of minerals from militia-controlled mines, provided that it
were matched with an intelligence-gathering program to keep tabs on all
the militias’ mining operations.

It appears unlikely that the certification schemes will ever reliably
cover the whole of eastern Congo’s mining trade. Clean miners have been
squeezed, as the retreat of Western buyers has let Chinese comptoirs gain a
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near-monopoly on Congolese coltan, allowing them to dictate prices. The
efforts to impose some control on the mineral trade might trim the income
of the armed groups, but it does so at the cost of weakening the already
precarious livelihoods of eastern Congo’s diggers and porters and their
dependents. In a land ruled by the law of the roadblock, such initiatives
can look quixotic. As Aloys Tegera of Goma’s Pole Institute, one of eastern
Congo’s most astute commentators, writes, “Without a Congolese state
capable of playing its role in controlling and running affairs, how can the
minerals of Kivu be de-criminalised?”*®

In the run-up to the 2011 elections and during the months that followed,
the SMKK transactions and other similar ones effectively transferred hun-
dreds of millions of dollars from the state to a close personal friend of a
president. Dan Gertler has doubled as an emissary for the president, con-
ducting diplomatic missions to Washington and Rwanda. “The truth is,
during our very difficult times, there were investors who came and left and
others who braved the hurricane,” Kabila has said of Gertler.®® “He’s one
of those.” Kabila might have added that some of those who left did so when
their assets were confiscated—and, in some cases, handed to Gertler.”®

Gertler maintains that, far from being a predator, he is among Congo’s
greatest benefactors. He and his representatives point out, with some jus-
tification, that unlike the most egregious asset-flippers, who do nothing
beyond using bribes and connections to win mining rights before selling
them on, Gertler’s operations in Congo actually produce minerals, and lots
of them. His company, the Fleurette Group, says it has invested $1.5 bil-
lion “in the acquisition and development of mining and other assets in the
DRC,” that it supports twenty thousand Congolese jobs, and that it ranks
among the country’s biggest taxpayers and philanthropists.”’ Gertler him-
self has said his work in Congo is worthy of a Nobel Prize.”?

Katumba’s death sent a tremor through Kabila’s regime. Would-be in-
vestors whose only contract was an understanding they had reached with
Katumba evaporated after the plane crash. But the president and Gert-
ler, brothers in spirit, have maintained the shadow government that Ka-
tumba helped to construct. Gertler has branched out into oil, prospecting
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promising new sites at Lake Albert. As for Kabila, he must now decide
whether to run in the next elections, due in 2016. To do so he would need
to induce the national assembly to change the constitution and remove the
two-term limit for presidents, then conduct what one election monitor at
the 2011 polls told me would need to be “a huge rigging operation” to over-
come the electorate’s outrage. To pull off such an expensive task, Kabila
would need to ratchet up the looting machine once again.



» I «

Incubators of Poverty

HE CHIEF OF the border post let out another long sigh. “On attend.”

The wait had already lasted hours. Not for the first time I was at the
mercy of a temperamental fax machine. I was trying to cross the Nige-
rian border with its northern neighbor, Niger, where the official language
changes from English to French. Someone in the visa section of Niger’s
embassy in Nigeria had neglected to send some document or other to
headquarters to authorize my visa, and faxing it over was proving compli-
cated. I sat on the stoop of the border post, looking out over the scorched
terrain that leads up to the Sahara. Goats, the hungry and the maimed
shuffled between breezeblock structures, lashed by the swirling dust. Peri-
odically the chief of the border post would make a call on his mobile phone
to check whether I should be allowed to pass. Then he would resume his
contemplative silence, speaking only to bemoan “this interminable heat.”
The sun was melting the horizon to a shimmer. “On attend.”

Whiling away the morning beside the taciturn border chief offered me
an opportunity to observe one of the few effective institutions in this part of
the world: the smuggling racket.! Dozens of trucks were queuing to cross
from Niger into Nigeria. Their contents seemed harmless enough: many
contained textiles and clothing bound for the markets of Kano and Ka-
duna, northern Nigeria’s two main cities.

Weapons and unwilling human traffic cross Nigeria’s northern border
covertly. But the flow of counterfeit Chinese-made textiles has grown so
voluminous that it would be impossible to keep it secret even if secrecy
were required to ensure its safe passage. All the same, most of the ship-
ments go through under cover of darkness. Those who control the trade
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engage in highly organized “settling,” or bribing, of the border officials,
smoothing the textiles’ transit.

The Nigerian stretch is just the final leg of a 6,200-mile journey. It begins
in Chinese factories, churning out imitations of the textiles that Nigerians
previously produced for themselves, with their signature prime colors and
waxiness to the touch. By the boatload they arrive in west Africa’s ports,
chiefly Cotonou, the capital of Benin, a tiny country beside Nigeria that
has, like Montenegro in Europe or Paraguay in South America, become a
state whose major economic activity is the trans-shipment of contraband.
At the ports the counterfeit consignments are loaded onto trucks and ei-
ther driven straight over the land border between Benin and western Ni-
geria or up through Niger and round to the border post with its taciturn
chief. The trade is estimated to be worth about $2 billion a year, equivalent
to about a fifth of all annual recorded imports of textiles, clothing, fabric,
and yarn into the whole of sub-Saharan Africa.?

Smuggling is a long-established profession here. Before colonial cartog-
raphers imposed the frontier, today’s smuggling routes were the byways
of legitimate commerce. The border marks a delineation of what used to
be British and French territory in west Africa, but no natural division of
language or ethnicity exists. People on both sides speak Hausa, a tongue
in which the word for smuggling, sumoga, strikes a less pejorative note
than its English equivalent. The textile smuggling bosses are the oligarchs
of the northern borderlands. For those in their pay, they can be generous
benefactors.

Not being a roll of fake west African fabric, I was not a priority for pro-
cessing. Eventually the border chief’s phone rang. Off we trundled, past
trucks with “Chine” daubed on the side, a brazen reference to their cargo’s
origin. Another name went unrecorded, that of the trucks’ proprietor. Few
dare to speak it openly here. But further to the south, where the truckloads
of counterfeit textiles have helped to wreak economic destruction, I had
heard it whispered a year earlier.

A country of 170 million people—home to one in six Africans, four main
ethnic groups subdivided into hundreds more speaking five hundred
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languages and bolted together on the whim of British colonial administra-
tors; split between a north that largely follows Allah and a south more par-
tial to the Christian God and animist deities; hollowed out by corruption
that has fattened a ruling class of stupendous wealth while most of the rest
lack the means to fill their stomachs, treat their ailments, or educate their
children; humiliated by a reputation for contributing little to human en-
deavor but venal politicians and ingenious scams—Nigeria has paid quite
a price for the dubious honor of being the continent’s biggest oil producer.

The crude began to flow in 1956, four years before independence from
Britain. Almost immediately it started to ruin Nigeria. Two-thirds of the
newfound oil reserves lay within the territory that secessionists claimed
for themselves when they declared the Republic of Biafra in 1967, rais-
ing the stakes in the standoff between the ethnic blocs vying for power in
the young nation. Between five hundred thousand and 2 million Nigerians
died in the civil war that ensued, many from starvation. Nigeria remained
whole, but any hope that it might rise as a black star to lead an independent
Africa dissipated as dictator followed ruinous dictator. Instead, it became
a petro-state, where oil accounts for four in every five dollars of govern-
ment revenue and capturing a share of the resource rent is a life-and-death
struggle.

The Niger Delta, the maze of creeks where the River Niger reaches the
sea at Nigeria’s southern edge, proved to be a prodigious font of crude.
Along with the offshore discoveries that followed, it made Nigeria a major
supplier of oil to the United States and the fourth-biggest source of Eu-
ropean oil imports. Few countries can claim to be so vital a source of the
basic ingredient of the world’s oil-fired economy. Nigeria’s stocks of natu-
ral gas, estimated to be the eighth largest on the planet, have scarcely been
tapped, but they already account for one in every twenty cubic feet that the
European Union imports.

The insidious effects of o1l have permeated outward from the brutalized,
despoiled, and destitute Niger Delta. I had been living in Nigeria for less
than two weeks when I arrived in Kaduna. The city is the gateway between
the Christian south and the northern half of the country, an expanse that
stretches up to the border with Niger and used to form part of an Islamic
caliphate that the jihad of Usman dan Fodio founded two hundred years
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ago. Kaduna lies in the turbulent Middle Belt, prone to spasms of com-
munal violence when patronage politics, dressed in the garb of religion or
ethnicity, turns bloody.

On a stifling Sunday morning a friend took me around Kaduna’s central
market, a teeming grid of wooden booths. Many of the stalls were selling
clothes. Some bore the misspellings that are counterfeiters’ inadvertent
trademark: “Clavin Klein” read one shirt label. Others carried the equiv-
alent of the appellation d’origine contrilée badges that French vineyards
and cheese makers append to their produce. “Made in Nigeria,” the labels
declared. But they were fake too. Aike, a young trader from the East, told
me he stocked up on bogus labels when he went north to Kano to replen-
1sh his supplies of lace. “Mostly everything is made in China,” explained
another trader selling jeans.

At Raymond Okwuanyinu’s stall I found rolls and rolls of the colored
fabric that is used for fashioning a popular style of billowing trousers. Here
there was no attempt at subterfuge. Raymond told me it was a matter of
simple economics. Nigeria may be the largest source of African energy
exports, but it generates only enough electricity to power one toaster for
every forty-four of its own people. Billions of dollars assigned to fix the
rundown power stations and the dilapidated grid have been squandered
or pilfered. A privatization drive in recent years has raised some tentative
hope of improvement, but for now Nigeria produces only half as much
electricity as North Korea. Even those lucky enough to be connected to a
functioning cable face the maddening task of negotiating with what used
to be called the National Electric Power Authority, or NEPA (but known
as Never Expect Power Anytime). It was rebranded as the Power Holding
Company of Nigeria, or PHCN (Please Have Candles Nearby or, simply,
Problem Has Changed Name). Most must make do with spluttering diesel
generators. In a country where 62 percent of people live on less than $1.25
a day, running a generator costs about twice as much as the average Briton
pays for electricity.”

The crippling cost of electricity makes Nigerian textiles expensive to
produce. Raymond, the Kaduna trader, told me he could sell trousers made
from Chinese fabric at two-thirds the price of those made from Nigerian
fabric and still turn a profit. Hillary Umunna, a few stalls over, concurred.
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The government’s attempt to support the Nigerian textile sector by ban-
ning imports was futile, Hillary opined, his tailor’s tape-measure draped
around his shoulders. “These things now,” he said, gesturing at his wares,
“they say it is contraband. They can’t produce it, but they ban it. So we
have to smuggle.”

The cheaper price of smuggled garments relative to locally produced
ones was good news, superficially at least, for the traders’ hard-pressed
customers but less so for the employees of Nigeria’s textile industry. “It is
a pitiable situation,” said Hillary, apparently oblivious to his and his col-
leagues’ role in their compatriots” downfall. “All the [textile factories] we
have here have shut down. The workers are now on the streets.”

In the mid-1980s Nigeria had 175 textile mills. Over the quarter-century
that followed, all but 25 shut down. Many of those that have struggled on
do so only at a fraction of their capacity. Of the 350,000 people the indus-
try employed in its heyday, making it comfortably Nigeria’s most important
manufacturing sector, all but 25,000 have lost their jobs.* Imports com-
prise 85 percent of the market, despite the fact that importing textiles 1s
illegal. The World Bank has estimated that textiles smuggled into Nigeria
through Benin are worth $2.2 billion a year, compared with local Nigerian
production that has shriveled to $40 million annually.” A team of experts
working for the United Nations concluded in 2009, “The Nigerian tex-
tile industry is on the verge of a total collapse.”® Given the power crisis,
the near-impassable state of Nigeria’s roads, and the deluge of counterfeit
clothes, it is a wonder that the industry kept going as long as it did.

The knock-on effects of this collapse are hard to quantify, but they rip-
ple far into the Nigerian economy, especially in the North. About half of the
million farmers who used to grow cotton to supply textile mills no longer
do so, although some have switched to other crops. Formal jobs in Nige-
ria are scarce and precious. Each textile employee supports maybe half a
dozen relatives. It is safe to say that the destruction of the Nigerian textile
industry has blighted millions of lives.

After I left Kaduna’s market my friend took me to meet some of those
who had felt the industry’s collapse hardest. Sitting around on rickety
desks in the half-light of a classroom beside the church where some of
Kaduna’s Christians were loudly asking a higher power for succor, nine
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redundant textile workers poured forth their woes. Tens of thousands of
textile jobs had disappeared in Kaduna alone, the mill hands told me. I had
seen the factory where some of them used to work. The gates of the United
Nigerian Textiles plant were firmly shuttered. Jagged glass topped the
high walls, and a lone security guard kept watch, protecting the machinery
within on the miniscule chance that it would someday whir into action
again. No other living thing came or went, save for the yellow-headed liz-
ards scuttling among the undergrowth.

Father Matthew Hassan Kukah looked pained as he recalled the day
when the factory, Kaduna’s last, had closed its doors the previous year. The
hymns from his Sunday service had subsided. Like Archbishop Desmond
Tutu in South Africa, Kukah is a figure of moral authority in Nigeria—and
shares with Tutu a subversive sense of humor in the face of adversity. Ku-
kah’s voice needles the mighty as few others can. The demise of Kaduna’s
textile industry had drained the life from the city, he told me, sitting in
a sweltering office above his sacristy and dressed in a simple black vest-
ment. “We’ve gone backward twenty years,” he said. “Back in the seventies
there were textiles, people were energetic. But that generation was not able
to produce the young, upwardly mobile elite. That’s what their children
should have been.” Kaduna’s impoverished inhabitants had retreated into
their ethnic and religious identities. “Kaduna 1s now a tale of two cities,”
said the priest. “This side of the river is Christians; the other is Muslims.”

Kaduna’s decline was only one symptom of Nigeria’s descent into pri-
vation, Kukah went on. The national political class had abandoned civic
duty to line its own pockets instead. The social fabric had been rent. “As
a result of the collapse of the state, everybody, from the president down,
is trying to find his own power, his own security. People are falling back
on vigilante groups.” Violence had become the tenor of life. “Everywhere
in the world the ghettoes are combustible. The North is an incubator of
poverty.”

The former mill hands among Kukah’s congregation and Kaduna’s
Muslims shared in that poverty: buying food, let alone paying school
fees that even the dilapidated state-run schools charge, was a daily trial.
The mill hands told me they had tried to hold a demonstration outside
the state governor’s house, but the police had blocked them. The federal
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government had repeatedly promised to bail out the industry, yet little as-
sistance had been forthcoming. The more clear-eyed workers realized that,
in any case, the game was up. Even if they could get the factories running
again, Chinese contraband had so thoroughly captured the market that it
would be impossible for the Nigerian operations to compete. And there
was something that had accelerated the mill hands’ consignment to the
trash can of globalization. Shuffling their feet and looking warily around
for anyone who might be eavesdropping, the men murmured a single
word: “Mangal.”

Alhaji Dahiru Mangal is a businessman whose fortune is thought to run to
billions, a confidante of presidents, a devout Muslim, and a philanthropist
whose airline transports Nigerian pilgrims to the annual hajj in Mecca. He
also ranks among west Africa’s preeminent smugglers.

Growing up in Katsina, the last outpost before Nigeria’s frontier with
Niger, Mangal received little formal education. More cosmopolitan Ni-
gerlan businessmen speak of him with a mixture of snobbery, envy, and
fear. He got his start as a teenager in the 1980s, following his father into
the import-export business, and he swiftly made the cross-border freight
routes his own.” “He is shrewd,” a northern leader who knows him told
me. “He knows how to make money.”

In the shadier corners of the workshop of the world Mangal found the
perfect business partners. “The Chinese attacked at the heart of the indus-
try: the wax-print and African-print segment,” a consultant who has spent
years investigating—and trying to reverse—the slow death of Nigerian tex-
tiles explained to me. During the 1990s Chinese factories began copying
west African designs and opening their own distribution branches in the
region. “This 1s 100 percent illicit—but the locals do the smuggling,” the
consultant went on. There are, he said, sixteen factories in China dedi-
cated to churning out textiles with a “Made in Nigeria” badge sewn into
them. For a time the Chinese material was of a much lower quality than
Nigerian originals, but that gap narrowed as Chinese standards rose. The
Chinese began to take control of the market, in league with Nigerian ven-
dors. Mangal acts as the facilitator, the conduit between manufacturer and
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distributer, managing a shadow economy that includes the border author-
ities and his political allies. Like many others who profit from the resource
curse, he plies the hidden byways of the globalized economy.

Mangal’s network of warehouses and agents stretches to Dubai, the Gulf
emirate where much clandestine African business i1s done, and beyond
into China and India. “You put it in his warehouse, and he will smuggle,”
a top northern banker told me. “He controls the import of everything that
requires duty or is contraband.”

From his base in Katsina Mangal arranges the import of food, fuel, and
anything his wealthy Nigerian clients might desire. But the staple of his
operation is the textiles that have helped kill off the local industry. He 1s
said to charge a flat fee of 2 million naira (about $13,000) per cargo, plus
the cost of goods.® In 2008 Mangal was estimated to be bringing about a
hundred forty-foot shipping containers across the frontier each month.’

Mangal’s fortunes have risen and fallen with Nigeria’s procession of
dictators. When democracy—and, notionally, the rule of law—returned in
1999, he needed allies in the new order. He found one in Umaru Yar’Adua.
The People’s Democratic Party, the affiliation comprising most of Nige-
ria’s political elites that would dominate the new dispensation, had cho-
sen Yar’Adua to be the governor of Mangal’s home state, Katsina. Several
northern leaders, businessmen, and government insiders told me Mangal
was one of the most generous funders of Yar’Adua’s two successful guber-
natorial campaigns, in 1999 and 2003.

The master smuggler’s political largesse did not make him entirely im-
mune, however. Around 2005 Olusegun Obasanjo, the former military
ruler then embarking on his second term as elected president, decided to
do something about smuggling and the damage it was causing to the textile
industry. Obasanjo was told, according to a consultant who was involved
in lobbying the president, that Mangal was “the kingpin.” Obasanjo dis-
patched Nasir El-Rufai, a northern-born minister with a reputation as a
reformer, to try to get Mangal to clean up his act.!” El-Rufai told me he
reached an agreement with Yar’Adua, the beneficiary of Mangal’s generous
campaign funding and his political protector, and the smuggler would en-
deavor to transform himself into a legitimate businessman.

El-Rufai recalled that Mangal asked him, “Why does Obasanjo call
me a smuggler? I just do logistics. I don’t buy any of the goods that are
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smuggled. I'm just providing a service.” Mangal told El-Rufai that he had a
fleet of six hundred trucks plying the trade routes. He promised to switch
into refined petroleum products, another time-honored money spinner for
Nigeria’s politically connected trading barons. But the illicit textile trade
continued, and Mangal’s operations remained under scrutiny. Nigeria’s
Economic and Financial Crimes Commission, traditionally nothing more
than a vehicle for settling political scores, had gained some teeth and a
degree of independence under an energetic fraud-buster called Nuhu Rib-
adu. It began to take an interest in Mangal.'! But then the gods of Nigeria’s
petro-politics smiled on the smuggler once again.

When Obasanjo’s attempts to change the constitution to allow himself
a third term as president were thwarted, he sought to maintain his influ-
ence from behind the scenes by plucking Yar’Adua from the obscurity of
Katsina to be the People’s Democratic Party candidate in the 2007 pres-
idential elections—tantamount, given the party’s dominance, to handing
him the keys to the presidential palace. Mangal contributed to Yar’Adua’s
presidential campaign, along with other backers who had also attracted
the attention of the anticorruption squad. Not long after Yar’Adua took of-
fice they got their payback. Ribadu was forced out, and the anticorruption
unit’s teeth were pulled. “The moment Yar’Adua became president [Man-
gal] had a blank check,” El-Rufai, whom Yar’Adua also cast into the wil-
derness, told me. It was another death knell for the north’s textile industry.

Mangal and the rest of northern Nigeria’s crime lords can trace their hege-
mony—and the abandoned textile workers their strife—to the discovery of
oil in the Niger Delta.

In 1959, three years after Royal Dutch Shell struck oil in commercial
quantities in the Delta, the company sank another well by the village of
Slochteren in the northern Netherlands, in partnership with Exxon of the
United States. They discovered the biggest gas field in Europe. A gas bo-
nanza followed. It was not long, however, before the Dutch began to won-
der whether the discovery had truly been a blessing. People outside the
energy industry started losing their jobs.'? Other sectors of the economy
slumped, following a pattern that The Economast would, in 1977, diagnose
as “Dutch Disease.”



70 THE LOOTING MACHINE

What happened in the Netherlands was not an isolated outbreak, even if
a prosperous European country was better placed than many to withstand
it. Dutch Disease is a pandemic whose symptoms, in many cases, include
poverty and oppression.

The disease enters a country through its currency. The dollars that pay
for exported hydrocarbons, minerals, ores, and gems push up the value of
the local currency. Imports become cheaper relative to locally made prod-
ucts, undercutting homegrown enterprises. Arable land lies fallow as local
farmers find that imported fare has displaced their produce. For countries
that have started to industrialize, the process goes into reverse; those that
aspire to industrialize are stymied. Processing natural commodities can
multiply their value four hundred-fold, but, lacking industrial capacity,
Africa’s resource states watch their oil and minerals sail away in raw form
for that value to accrue elsewhere.'?

A cycle of economic addiction sets in: the decay of the other parts of
the economy increases the dependency on natural resources. Opportunity
becomes confined to the resources business, but only for the few: whereas
mines and oil fields require vast sums of capital, they employ tiny work-
forces compared with farming or manufacturing. As oil or mining suck the
life from the rest of the economy, infrastructure that could foster broader
opportunities—electricity grids, roads, schools—is neglected.

In Africa Dutch Disease is chronic and debilitating. Instead of broad
economies with an industrial base to provide mass employment, poverty
breeds and the resource sector becomes an enclave of plenty for those
who control it. Measured as a share of the overall output of the combined
African economy, manufacturing has fallen from 15 percent in 1990 to 11
percent in 2008.'* Telecoms and financial services have boomed, but the
path to industrialization is blocked off. During the very years when Brazil,
India, China, and the other “emerging markets” were transforming their
economies, Africa’s resource states remained tethered to the bottom of the
industrial supply chain. Africa’s share of global manufacturing stood in
2011 exactly where it stood in 2000: at 1 percent.'”

There are pockets of Africa where manufacturing has taken hold, no-
tably in South Africa, where platinum is used to make catalytic convert-
ers, and in Botswana, where a nascent cutting and polishing industry 1s
retaining some of the value-addition process for diamonds. But far more



INCUBATORS OF POVERTY 71

common are sights like the defunct General Motors assembly plant that
used to hum outside Kinshasa or the uptown Luanda supermarket that
boasts eight varieties of tinned peas, none of them homegrown despite
Angola boasting enough arable land to cover Germany. The commodity
boom of the past decade that has had hedge funds and investment analysts
salivating over Africa’s economic prospects might even have made matters
worse for those outside the resource bubble. While Nigeria was recording
annual gross domestic product growth of more than 5 percent, unemploy-
ment increased from 15 percent in 2005 to 25 percent in 2011.'° Youth un-
employment was estimated at 60 percent.

A recalculation of Nigeria’s GDP in 2014, to take into account hitherto
under-recorded booms in services such as telecoms and banking, made
Africa’s most populous nation officially its biggest economy, surpassing
South Africa. The statistical revisions did nothing to make Nigerians less
poor, but it did halve the share of o1l in GDP to 14 percent. “The new fig-
ures show that Nigeria is much more than just an o1l enclave,” declared The
Economist.'” “Nigeria now looks like an economy to take seriously.”

But oil has so corrupted Nigeria that, for those trying to make an hon-
est buck, the outlook is dispiriting. Richard Akerele, a veteran British-
Nigerian businessman from an old Lagos family whose latest endeavor has
been to establish a new line of passenger suites at African airports, is of an
almost unassailably cheery disposition. Yet even he is losing hope.

“We have everything here, everything,” Akerele told me. “But our peo-
ple are poor and our society is poor.” We were sitting at a waterside bar on
one of the islands of uptown Lagos. The sun danced on the waters that
separate the wealthy islands from the heaving mass of humanity on the
mainland, with its profusion of crammed yellow buses, its cacophony of
Afrobeat and generators, its defiantly sharp-suited slum dwellers.

For Akerele’s generation there is something deeply poignant about what
Nigeria has become. He was right—Nigeria has everything: fertile land,
great natural wealth, universities that in the years after independence were
the envy of Africa, an abundance of intelligence and ingenuity reflected
in the ease with which Nigerian expatriates make headway abroad, Nobel
Prize-winning novelists, and savvy businessmen. But oil has sickened
Nigeria’s heart. Akerele, who worked for a while with Tiny Rowland of
Lonrho, one of Africa’s most successful and contentious mining tycoons,
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knows better than most what the resources industry had done to his coun-
try and his continent.

One evening, when he and I were the last two still going at 3 A.M. after
a merry evening attempting to skewer Nigeria’s ills, I asked Akerele what
he foresaw for Africa. His expression, usually jovial, fell. “Africa will be a
mine,” he said, “and Africans will be the drones of the world.”

The electronics market at Alaba proclaims itself to be Africa’s biggest. It
1s a sprawling bazaar located close to the clogged road—known, improb-
ably, as the expressway—that arcs through mainland Lagos where most
of the city’s 20 million inhabitants live. On sale here are the trappings of
a middle-class life: refrigerators and telephones, stereos and televisions.
The traders are proud that they have brought the means for a comfort-
able existence within reach for more of their compatriots, not just the elite
who used to be the market’s sole customers before Chinese-manufactured
cheaper goods arrived. But, just as in the textile markets of the North, the
omnipresence of foreign-made wares testifies to Nigeria’s near-total failure
to develop a strong manufacturing sector of its own.

As I wandered through the stacks of white goods, one of the traders
drew me aside. Okolie was fifty-nine. He had spent thirty years selling ra-
dios and working out how Nigeria’s petro-politics shapes the dynamics of
supply and demand.

Business was slow just then, Okolie told me. It was May 2010: Greece
was on the brink of defaulting on its debts, and I presumed the reason
for the slowdown at Alaba was another symptom of the global economy’s
travails. I was wrong. “Money 1s down,” Okolie explained, “since the pres-
ident 1s sick.”

Umaru Yar’Adua’s health had been weak since well before his elevation
to the highest office. The state of the presidential kidneys was a favorite
topic of conversation among taxi drivers and in the hotel bars where busi-
nessmen and politicians gathered. In the final weeks of 2009 Yar’Adua’s
heart began to fail. He was rushed to Saudi Arabia for treatment, triggering
political paralysis.

Alaba market was struggling because the patronage system had ground
to a halt. It was a perfect illustration of what Noo Saro-Wiwa, the daughter
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of the executed Niger Delta activist Ken Saro-Wiwa, has called Nigeria’s
“contractocracy.”'® The beneficiaries of the government contracts that
spew Nigeria’s oil rent into the patronage system, both the favored contrac-
tors and the officials and politicians they cut in on the deals, would, under
normal circumstances, spend some of their dubious earnings in places like
Alaba market. But Yar’Adua’s long illness and the ensuing power struggle
meant that contracts were not getting signed. The outflow of the looting
machine had been temporarily blocked. But Okolie was not overly con-
cerned. Soon the contractocracy would resume normal service. The public
goods the contracts were supposed to deliver would not materialize—the
subsidized fuel would be siphoned off, the potholes would go unfilled, the
lights would stay off—but at least the shadow economy would be moving
again. “If the government gives money to the contractors, money will reach
us,” Okolie said.

Okolie had grasped a central truth about how resource states work.
Demanding their rights from their British colonial rulers, the American
revolutionaries declared that there would be no taxation without represen-
tation. The inverse is also true: without taxation, there is no representa-
tion. Not being funded by the people, the rulers of resource states are not
beholden to them.

Taking Africa as a whole, for every six dollars that governments bring
in from direct taxation—taxes on personal income and company profits—
they bring in ten dollars from taxes on the extraction and export of re-
sources.'® In Mali gold and other minerals account for 20 percent of gov-
ernment income; in Chad, an o1l producer, resource revenues are more
than half the total. In Nigeria the sale of crude o1l and natural gas generates
about 70 percent of government revenue; in newborn South Sudan the
figure is 98 percent. Taxes, customs receipts, and revenues from the sale
of state assets—the things on which industrialized nations rely to fund the
state and that require the acquiescence of the population—matter far less
than keeping the resource money flowing. Nigeria’s GDP recalculation in
2014 showed that, once taxes from the oil industry were stripped out, the
government relied on the people for just 4 percent of its income.

The ability of the rulers of Africa’s resource states to govern without re-
course to popular consent goes to the heart of the resource curse. The re-
source business ruptures the social contract between rulers and ruled—the
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idea, shaped by political philosophers such as Rousseau and Locke, that
a government draws its legitimacy from the consensual sacrifice of certain
freedoms by the people in exchange for those vested with authority up-
holding the common interest. Instead of calling their rulers to account,
the citizens of resource states are reduced to angling for a share of the loot.
This creates an ideal fiscal system for supporting autocrats, from the Saudi
royal family to the strongmen of the Caspian states. And data collected by
Paul Collier, a professor at Oxford University who has spent his career
studying the causes of African poverty, suggest a still more insidious effect.
“The heart of the resource curse,” Collier writes, “is that it makes democ-
racy malfunction.”?!

Collier estimated that once natural resource rents exceed about 8 per-
cent of GDP, the economy of a country that stages competitive elections
typically grows 3 percentage points more slowly than an equivalent au-
tocracy’s economy. Collier’s research suggests that, in countries where a
significant share of national income comes from natural resource indus-
tries, the purpose of elections is subverted. Normally electoral competi-
tion is healthy, ensuring some accountability for elected officials. Political
parties can be turfed out of office. In the resource states that go through
the motions of democracy, however, the rules governing both how power
is won and how it is used are turned on their head. Greater ethnic diversity
makes things worse, generating greater demands on the patronage system.
“Where patronage politics is not feasible, the people attracted to politics
are more likely to be interested in issues of public service provision,” Col-
lier writes. “Of course, for societies where patronage is feasible, this works
in reverse: democratic politics then tends to attract crooks rather than al-
truists.” Collier has a name for this law of resource-state politics: “the sur-
vival of the fattest.”

Maintaining power through patronage is expensive. But self-enrichment
1s part of the prize. And all that stolen money has to go somewhere. Some of
it1s used to pay off patronage networks. Some of it buys elections. Much of
it goes overseas: according to a US Senate report, kleptocrats from African
resource states have used banks, including HSBC, Citibank, and Riggs, to
squirrel away millions of plundered dollars in the United States alone, of-
ten concealing the origin of their wealth by shifting funds through secretive
offshore tax havens.?? But some of it needs to be laundered at home.
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An hour or two through Lagos’s suffocated thoroughfares from the elec-
tronics market at Alaba, on a leafy avenue close to the financial district,
Bismarck Rewane oversees an office full of phenomenally bright young Ni-
gerlans trying to fathom the mysteries of the world’s twenty-sixth largest
economy. Slick-haired and loudly pinstriped, Rewane is one of Nigeria’s
shrewdest financiers and a trenchant critic of the misrule that has turned
a country of immense potential into the sorry mess that it is. Some of the
distortions that trouble him are glaring: the effects of oil on inflation, the
exchange rate, and the financial system. But one of the biggest is almost un-
detectable: the effect of stolen money being injected back into the economy.

“Money is trapped in the hands of those who need it for maintaining
power through patronage,” Rewane told me. “It can’t be invested openly
because it has to be hidden.” The effects of all this clandestine money
sloshing through an underdeveloped economy are almost impossible to
gauge. Because money launderers are seeking primarily to turn dirty cash
into other assets as quickly as possible rather than to turn a profit or in-
vest prudently, they are happy to pay more than a fair price for goods and
services. That distorts everything, from banking to real estate. It furthers
the accumulation of a country’s prime economic assets in the hands of the
minority, just as Sonangol, the Angolan state-owned o1l company that 1s
the engine of the Futungo’s looting machine, has expanded into property,
finance, and aviation. Then there is the dirty money that is simply parked
in bank accounts or basements rather than stimulating the economy by cir-
culating. When I asked Rewane how much money he thought was trapped,
he laughed. “That’s the million-dollar question.” I asked him what the con-
sequence of all this skulduggery was for the Nigerian economy as a whole.
“When you have an imperfect economy where all money is dirty money,
you will just have a completely dysfunctional economic arrangement.”

Where legitimate business cannot thrive, crime flourishes. Mafias from
New York to Naples work by creating scarcity and controlling supply.
Northern Nigeria’s Mafiosi are no different. Dahiru Mangal might not have
been responsible for the collapse of the electricity network and the crum-
bling roads that crippled the Nigerian textile industry—Dutch Disease and
oil-fueled corruption took care of that. Neither is he the sole corrupter of
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the Nigerian customs service—Shell has admitted paying bungs worth $2
million between 2004 and 2006 to Nigerian customs officials to smooth
the importation of materials for Bonga, its giant offshore oilfield, part of
a wider scheme in which the Swiss group Panalpina showered bribes on
Nigerian officials, some on behalf of Shell, booking them as “evacuations,”
“special handling,” and “prereleases.”® But Mangal has scavenged the ter-
rain laid waste by Dutch Disease, further weakening northern Nigeria’s
chances of recovery.

From the early 1970s to the mid-1980s, during the period when two oil
shocks drove up the price of crude from $3 to $38 a barrel, Nigeria’s cur-
rency appreciated dramatically.** The shift in the real naira exchange rate
against the dollar sent a chill wind through the incipient industrial base.
“This 1s what killed industries and agriculture, in conjunction with the
power crisis,” Nasir El-Rufai, the former minister, told me. “As industries
were collapsing, people like Mangal saw the opportunity.”

As a political economy took hold that was based on embezzlement and
manipulating public office for private gain, government contracts for the
upkeep of public goods that support industrialization—a functioning elec-
tricity system chief among them—were diverted to the cronies of the rulers
of the day. The pattern was the same as in Angola or Congo: the more the
non-oil economy withered, the greater the impulse to embezzle, perpetu-
ating the cycle of looting. The deterioration of northern Nigeria’s textile
industry created new demand for imported clothes and fabrics, strength-
ening Mangal’s stranglehold on the market and throttling the indigenous
industry’s chances of resuscitation.

The sheer scale of Mangal’s smuggling operation gave him sway over
Nigeria’s northern borderlands, and many of the North’s senior politicians
were, I was told, in his pocket. “So many people are benefiting from the
[customs] service the way it is and they want to keep it like this,” Yakubu
Dogara,anorthern member of Nigeria’s national assembly who had chaired
an inquiry into the customs service, told me.? I asked him about Mangal’s
role, suggesting he was at the center of the smuggling operation. “Some of
the perpetrators are well known,” Dogara said. “Even the customs know
them. But they are not empowered to go after them.” He paused. “The
person you have just mentioned is untouchable, untouchable.”
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By funding Umaru Yar’Adua’s election campaigns, Mangal had ensured
he had a protector at the top of the rentier class that uses Nigeria’s oil
to maintain its hegemony. He had also made himself an important bene-
ficiary of the People’s Democratic Party more broadly, securing a hedge
against the ceaseless infighting. Mangal became Yar’Adua’s equivalent of
Andy Uba. Uba, a Nigerian expatriate in the United States, had ingrati-
ated himself with Olusegun Obasanjo as he came to power in 1999 and
served as gatekeeper to the president, becoming a notorious presence in
backroom o1l deals. Mangal, like Uba before him, earned the moniker “Mr.
Fix It.” According to a northern businessman quoted in a US diplomatic
cable, Mangal took care of “anything filthy that Yar’Adua needs done.”*
Yar’Adua had grown up in the left-leaning current of northern Nigerian
political thought, but he was sickly and either unable or unwilling to break
the rule of Nigerian petro-politics, which equates high office with theft.
He once described himself as the resident of “a gilded cage,” an apparent
reference to the grasping coterie that surrounded him.?’

No sooner had Yar’Adua left the country for a Saudi Arabian hospital
than the barons of Nigerian politics began to maneuver for position in the
event he should never return. Within weeks Nigeria was in a full-blown
crisis. An eruption of communal violence in Jos—a city, like Kaduna, in the
combustible Middle Belt—added to the sense that Africa’s oil-fired jugger-
naut was hurtling toward disaster with no one at the controls. Militants in
the Niger Delta abandoned a cease-fire and resumed a bombing campaign.
Goodluck Jonathan, the vice president, was theoretically in charge, but he
held little sway. The members of Yar’Adua’s inner circle, dubbed “the ca-
bal,” clung to power. For the first, tense months of 2010, they held Nigeria
ransom.

The cabal included a handful of Yar’Adua’s trusted northern aides and
two men whose presence illustrated the extent to which organized crime
had infiltrated the highest levels of power: James Ibori and Dahiru Mangal.
Ibori had come up through the ranks of the Niger Delta’s politics-by-AK47
to secure the governorship of Delta state, one of the oil region’s three main
states. An imposing man with an unnerving gaze, he amassed an enormous
fortune, a fleet of top-end cars, luxury homes, and a $20 million private
jet.”® Although his attempt to secure the People’s Democratic Party’s vice
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presidential nomination in 2007 narrowly failed, he was said to have been a
principal funder of Yar’Adua’s presidential campaign, along with Mangal.

Well aware that even healthy Nigerian presidents have had their stints
in office curtailed by putsches and assassinations, Yar’Adua’s court had
hoarded the profits of power greedily, failing to dispense enough of the
patronage that keeps rivals at bay. And when Yar’Adua was forced to go
abroad—the Nigerian health system, like every other purveyor of public
goods, having been left to rot—the cabal’s refusal to yield power began to
imperil a larger project. As rumors of coup plots swirled, the kingmakers
of the ruling party knew that it would only take one junior officer to decide
that the civilians could no longer be trusted to govern, and control of the
looting machine would be snatched from them. When the cabal staged a
last-ditch attempt to pretend that Yar’Adua might recover by spiriting him
back into the country in the dead of night and deployed troops onto the
streets of the capital, Abuja, the stunt prompted an unusually blunt pub-
lic warning from the United States, a major importer of Nigerian oil. “We
hope that President Yar’Adua’s return to Nigeria is not an effort by his
senior advisers to upset Nigeria’s stability,” said Johnnie Carson, assistant
secretary of state.”” It was, but it failed.

Fearing calamity on a scale they could not control—and rightly suspect-
ing that Goodluck Jonathan would need to put the looting machine into
overdrive and distribute the proceeds widely to compensate for his lack of
authority—the big beasts of the ruling class lined up behind him. Jonathan
was named acting president and, when Yar’Adua finally died, sworn in as
president.

Most of Yar’Adua’s allies were swiftly dislodged; their impunity evapo-
rated. For James Ibori, the game was up. He fled to Dubai, where he was
detained and extradited to face trial in London, a rare example of the Brit-
ish authorities going after the foreign loot stashed in the UK capital’s prop-
erty market. Ibori pleaded guilty to money laundering and fraud and, in
April 2012, was sentenced to thirteen years in prison.

Mangal escaped such a fate. Unlike Ibori, he was not dependent on po-
litical favor and intimidation alone. He had Dutch Disease on his side, not
to mention a battalion of Chinese counterfeiters, Nigerian textile distrib-
utors, and bent customs officials. Goodluck Jonathan had enough rivals
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among the Machiavellian state governors and schismatic rebels within his
own party that he knew better than to start picking fights with a smuggler
who had proved himself a generous benefactor to the PDP in the past.
Yar’Adua’s untimely death and Jonathan’s ascent had broken an unwritten
rent-sharing rule within the party that rotates power between northerners
and southerners, and the new southern president had little to gain by an-
tagonizing an influential northerner.

Even if the day comes when Mangal’s smuggling empire topples, it
would be a monumental task to salvage what remains of northern Nigeria’s
textile industry, let alone return it to its former glory. It is the structure of
an economy in thrall to oil, more than any one crime lord, that condemned
those mill hands to penury. The headline GDP numbers declare that Ni-
geria is booming, but the North is disintegrating. For the likes of Boko Ha-
ram, the northern Islamist terrorists linked to al-Qaeda who have proved
more than a match for the security forces, the corruption of the state and
the lack of economic opportunity serve as recruiting sergeants.

The economic distortions of resource dependency create the condi-
tions in which repressive regimes and their allies can thrive. Mangal’s op-
eration 1s just one example of the kind of networks that emerge to profit
from the enclave economies of Africa’s resource states. These networks
vary by country, creed, and commodity, but they have some traits in com-
mon. They fuse private interests with public office; they operate in the
underbelly of globalization, where criminal enterprises and international
trade overlap; and they depend on the power of the o1l and mining indus-
tries to create narrow economies in which access to wealth is concentrated
in the hands of small, repressive ruling classes and those who bribe their
way to favor.

Some of these networks date back decades, to before African indepen-
dence. Others have formed more recently. One in particular was born out of
the greatest upheaval in Africa since the end of the Cold War, perhaps even
since independence: China’s quest for the continent’s natural resources.
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Guanxi

As THE TWENTIETH CENTURY drew to a close two decades of rapid eco-
nomic growth were returning China, home to a fifth of humanity, to
the ranks of the great powers. As they balanced the cautious introduction
of something resembling a market economy with unstinting political con-
trol, China’s Communist rulers, led by President Jiang Zemin, decided
that this was the moment to “go out.” Chinese state-owned companies
were instructed to surge forth into the world. China’s economy was open-
ing, and domestic companies would face foreign competition once China
joined the World Trade Organization. China was hungry for new markets
in which to sell the prodigious output of its factories, jobs overseas for
its brimming workforce, contracts for its construction groups—and nat-
ural resources to feed the economy back home. Between the early 1990s
and 2010 China’s share of world consumption of refined metals went from
5 percent to 45 percent, and oil consumption increased fivefold over the
same period to a level second only to the United States.! China’s economy
was eight times bigger in 2012 than it was in 2000, and demand for com-
modities rapidly outstripped China’s own resources.

When it came to navigating the resource industries, government-run
enterprises based in Beijing were no match for Western groups that had
been planting imperial flags in oil fields and mineral seams since colonial
days. Middlemen were required—especially middlemen who could open
the doors to the dictators and kleptocrats who controlled the riches of the
soils and seabeds of Africa,home to some of the greatest untapped reserves
of commodities.

81
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To capitalize, would-be middleman needed stocks of an intangible com-
modity that is highly prized in China. There is no direct translation that
captures the meaning of the Mandarin word 5% &, or guanxi. It connotes
something like the Western ideas of connections or relationships or net-
work, only far more pervasive. To have good guanxi is to have cultivated
the personal ties that, though unwritten, carry as much force as any con-
tract. At one level guanxi is a homespun maxim of etiquette: one good turn
deserves another. Not to return a favor is a grave social transgression. The
bonds extend beyond family to anyone who might be in a position to pro-
vide advancement. Like karma or air miles, guanxi is accumulated. When
applied to politics and business guanxi can become indistinguishable from
corruption or nepotism. Some of the recent slew of corruption scandals
involving foreign multinationals in China, such as the slush fund allegedly
run by GlaxoSmithKline to bribe doctors and officials and J.P. Morgan
Chase’s alleged practice of giving jobs to relatives of the Chinese elite (cur-
rently under investigation by the American, British, and Hong Kong au-
thorities), might be regarded as the overzealous pursuit of guanxi. When
the Chinese caravan embarked for Africa, one ambitious but obscure man
in his mid-forties had amassed enough guanxi to hitch a ride.

Sam Pa has many names and many pasts. According to the US Treasury,
which would put seven of his names on a sanctions list fifty-six years later,
he was born on February 28, 1958.2 There is no authoritative version of
Pa’s life, only fragments, some of them conflicting, many unverified. Some
accounts place his birth in Guangdong, the Chinese province that abuts
the South China Sea, possibly in the port city of Shantou. When he was
still young his family relocated to Hong Kong, a short move but one that
crossed the frontier between Mao Zedong’s People’s Republic of China
and one of the last outposts of the British empire.

From his start in Hong Kong, Pa traveled far and wide. Today he holds
dual, possibly triple citizenship: Chinese and Angolan, as well as, accord-
ing to the US Treasury, and perhaps on account of his roots in Hong Kong,
British.” He speaks English and, one of his business associates told me,
Russian. He is a compact man, short with a middling build. His cheeks are
rounded, his black hair is receding, and his chin and upper lip are occa-
sionally decorated with a goatee beard. The fixed gaze of his eyes through
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rectangular spectacles and the thin smile he wears in photographs hint at
steel within. He has an explosive temper but can be charming. “He’s a very
serious and intense individual at times,” said Mahmoud Thiam, who met
Pa as minister of mines in the west African state of Guinea.* “He has a very
ideological view about the role China should play in the world. But he can
joke and be personable.”

Hong Kong company records from the mid-1990s show Pa with a Bei-
Jjing address as a director of a company called Berlin Limited, which had
some Panamanian shareholders. In the late 1990s and early 2000s Pa and
his companies were repeatedly sued over unpaid debts.” Another com-
pany filing describes him as a commercial engineer. But Sam Pa was more
than just a businessman trying to make his way—he was also a spy.

A contact of mine, who has for many years been close to African in-
telligence agencies and arms dealers and whom I will call Ariel, first en-
countered Sam Pa around the late 1980s. “All his life he’s worked in Chi-
nese intelligence,” Ariel told me. When Ariel met Pa he was based in the
intelligence section of a Chinese embassy. He was young, ambitious, and
capable. “He’s very serious,” Ariel said. “He knows what he’s doing.” Ariel
told me that Pa was seeking to cultivate high-level contacts in Africa, where
liberation movements, guerrilla armies, and despots were vying for power
during the Cold War.

Even the most dedicated analysts of China’s intelligence agencies ac-
knowledge that outsiders understand their workings far less than they
understand, say, the CIA or MI6. Since 1983, when the intelligence arm
of the Communist Party of China was absorbed into the newly formed
Ministry of State Security, the MSS has been China’s main civilian intelli-
gence agency, the nearest equivalent to the CIA, focused above all on fer-
reting out foreign links to domestic threats to Communist rule. Like other
Chinese institutions, including the Ministry of Public Security, which
handles domestic intelligence and policing, the MSS is answerable both
to the formal government and the overarching power, the Party itself. Its
military counterpart is the Second Department of the People’s Liberation
Army’s General Staff Department, better known as 2PLA. This unit em-
ploys many of the same tactics as the MSS and intelligence agencies the

world over—running agents abroad, intercepting foreign communications,
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and conducting covert missions—but it reports to the Chinese military, the
Party’s guarantor of power.

Sam Pa’s precise place in the constellation of Chinese espionage is not
clear. Chinese agents abroad have been exposed from time to time, and
there has been an outcry in recent years over Chinese theft of Western
technology and the audacity of Chinese hacking units, but the broader ac-
tivities of China’s intelligence agencies remain veiled. I have been unable to
verify many of the details of Pa’s career in espionage that have been related
to me. By some accounts he worked as an asset for Chinese intelligence
in the 1990s within the inner circle of Cambodia’s Communist ruler, Hun
Sen, helping to repair relations between him and Beiyjing, which had sup-
ported the man Hun Sen overthrew, the genocidal tyrant Pol Pot. What is
clear is that Pa mastered what many of his colleagues in the Chinese secu-
rity services also attempted: translating connections made in the world of
espionage into business opportunities.

When Deng Xiaoping ousted the Maoists and began reforming Chi-
na’s economy in 1978, he encouraged the military to bring in its own rev-
enues through business, freeing up the national budget to fund develop-
ment projects. By the end of the following decade the PLA’s network of
twenty thousand companies had interests ranging from pharmaceuticals
to manufacturing weapons and smuggling commodities. “The profits were
meant to fund improved living conditions for ordinary soldiers,” writes
Richard McGregor, a former Financial Times bureau chief in Beijing.” “In
reality, much of the money went into the pockets of venal generals and
their relatives and cronies.” Those with influence over the PLA’s two arms
companies, Norinco and China Poly, could make fortunes from exporting
weaponry. “Lots of people from this time started to mix military matters
with private business and grew fat—often literally,” Nigel Inkster, a China
specialist who spent thirty-one years in MI6, told me.®

Pa’s career in intelligence was intertwined with the trade in Chinese
weapons. “Sam is a big player in arms in Africa,” said Ariel, who told
me that Sam had worked with Norinco. “Sam’s contacts [in Africa] were
made during the freedom movements, and now they are diversified into
business,” Ariel went on. “It’s a closed club. The world of weapons is a
tiny world—everybody knows everybody. You make money for the club,
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and you make money for yourself. Once you get very high you are allowed
to have your own private businesses. O1l, diamonds, and weapons go to-
gether.” As globalization replaced ideology as the dominant force in geo-
politics, the mission of foreign spooks in Africa evolved. “Today intelli-
gence 1s not for starting wars,” Ariel said. “Today intelligence is for natural
resources.”

Sam Pa was not the first foreigner in Africa to use espionage and arms
dealing as a gateway to Africa’s subterranean treasure. Viktor Bout took
weapons into eastern Congo and coltan out.® Simon Mann, an alumnus
of Eton and the Scots Guards, went in search of oil revenues in Angola
and diamonds in Sierra Leone at the head of a pack of mercenaries and
staged a botched attempt at a coup in the tiny petro-state of Equatorial
Guinea.'” Homegrown entrepreneurs have combined arms and resources
too: in Nigeria, the ability of a kingpin of the Niger Delta called Henry
Okah to supply weapons to the militants who roam the creeks made him
a powerful figure in the rackets that feed on stolen crude. But Sam Pa had
the advantage of being able to link himself not only to the arms trade but
also to a transformation in the world economy.

After twenty-five years of stop-start civil war, by the end of the last century
Angola was broke. As his MPLA government bore down on the Unita reb-
els, José Eduardo dos Santos appealed to the world for funds to rebuild
his shattered country. But the Futungo had already acquired a reputation
for corruption. Western donors refused to cough up without reassurances
that the money would not simply flow into the bank accounts and patron-
age networks of dos Santos and his circle. Infuriated, the president looked
east. China had backed the rebels in the early phases of the Angolan con-
flict but later switched its allegiance to the MPLA. Dos Santos visited Bei-
Jjing 1n 1998, four years before the end of the war, setting in motion talks
that would lead to China’s first megadeal in Africa.

For his chief emissary to Beijing, dos Santos selected his spymaster. As
the head of Angola’s external intelligence service, an agency that reported
directly to the president, General Fernando Miala was at the heart of the
Futungo. A courteous man, he had grown up poor—*“he knows what it
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is to play football without shoes,” an associate told me—before rising
through the military. By the time victory over the rebels of Unita looked
assured, Miala had concluded, in the words of his associate, “We have to
make money because we have learned that money is power.”

China had made previous forays into Africa, notably during the Cold
War, but the scale of what it now envisaged was unprecedented. The first
summit of the Forum on China-Africa Co-operation, held in Beijing in Oc-
tober 2000 to mark the formal start of the Sino-African courtship, was at-
tended by ministers from forty-four African states and addressed by Jiang
Zemin, the architect of China’s “go out” policy. The item at the top of the
summit’s agenda reflected the scope of Beijing’s ambition: “In what way
should we work towards the establishment of a new international political
and economic order in the 21st century?”!!

In 2002 Chinese trade with Africa was worth $13 billion a year, half as
much as African trade with the United States. A decade later it was worth
$180 billion, three times the value of Africa-US trade—although still need-
ing to double again to eclipse African trade with Europe.'? Two-thirds
of China’s imports from Africa were oil; the rest was other raw materials,
mainly minerals.”” The fates of the world’s most populous nation and the
planet’s poorest continent have become wedded, with demand in the for-
mer helping to determine the economic prospects of the latter via the price
of commodities. When China sneezes, Africa catches a cold.

China was reshaping Africa’s economy through trade, but it was also
mvesting directly. The biggest deals, replicated across the continent’s re-
source states, involved a cheap loan, typically in the single-digit billions of
dollars, to fund infrastructure built by Chinese companies and to be repaid
in oil or minerals. China’s grand bargains came to be known, after their
prototype, as “Angola Mode.” The diplomacy of Fernando Miala and other
senior members of the Futungo bore fruit on March 2, 2004, when China
signed an agreement to lend Angola $2 billion to fund public works, with
repayments to be made in oil.'* Over the years that followed, the credit
line would grow to about $10 billion (like the rest of Angola’s finances, the
details were closely guarded). Angola became the second-biggest supplier
of o1l to China, after Saudi Arabia.

In February 2005 Zeng Peiyan, China’s vice premier, shook hands with
dos Santos in Luanda and hailed Sino-Angolan friendship.'” Like similar
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bargains China struck in central Asia and Latin America, the nine “coop-
eration agreements” that the two governments signed that day—covering
energy, infrastructure, mining, oil exploration, and “economic and tech-
nical assistance”—were billed as mutually beneficial pacts. The rhetoric
placed China’s agreements with Angola among the founding covenants of
a new world order, in which long-downtrodden peoples could unite to en-
sure their advancement. This was a state-to-state bargain: Chinese finance
would fuel Angola to rise from the ashes of war, while Angolan crude would
fuel a Chinese transformation that was lifting many millions from poverty.
But with much less fanfare, another deal had also been forged, not between
two nations’ governments but rather between two shadow states. It was
designed to harness Angola’s natural resources to serve the interests of the
Futungo and a little-known group of private investors from Hong Kong.

Sam Pa operates in the borderlands of the global economy, where state
power and multinational business intersect. When China went to Africa,
his horizons widened to contain vast new frontiers, groaning with oil, dia-
monds, and minerals. To stake his claim, Pa needed to deploy his guanxi,
both in Beyjing and Luanda—or, at least, he needed to be able to give off
the impression that he enjoyed the blessing of some of the most powerful
men and women in both cities.

During his years in intelligence and arms-dealing Pa had built a network
of contacts in Africa, including Angola. When Unita resumed its rebel
campaign after the aborted elections of 1992, the MPLA rearmed massively
for a final push for victory. Between 1996 and 2000 Angola bought a quar-
ter of all arms sold to sub-Saharan Africa, excluding South Africa.'® The
Futungo arranged arms shipments through French intermediaries in what
became the “Angolagate” scandal. China was another ready supplier, al-
though far fewer details of sales of Chinese arms in Angola have emerged.'”
According to Ariel, Sam Pa was involved in brokering sales of Chinese
arms to Angola around this time, a claim others also make but for which,
like many of the details of the arms business, there is no firm confirmation.

Early in 2003, a few months after dos Santos’s forces killed the rebel
leader Jonas Savimbi and brought an end to the civil war, Sam Pa turned
up at the Lisbon office of Helder Bataglia. Bataglia was born in Portugal,
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but his family moved to Angola, then still a Portuguese colony, when he
was a year old, and he thinks of himself as Angolan. During the war he had
established himself as one of the biggest private investors in Angola. With
a Portuguese bank, he had founded Escom, a conglomerate that amassed
assets worth hundreds of millions of dollars in diamonds, oil, cement, and
real estate in Angola as well as interests elsewhere in Africa and in Latin
America. When Pa was looking to make the leap from spook to business-
man, Bataglia was a prime potential partner.

“They came to our office because they said we know a lot about Africa
and Latin America, especially the ex-Portuguese colonies,” Bataglia told
me years later of his first visit from Sam Pa and his associates.'® “They
wanted to make a company with us to explore these markets. I said, ‘Listen,
it’s fantastic, we would like to help because China is very important to the
development of these continents, but we need to know more about you.””

When Pa took Bataglia to Beijing he staged a demonstration of his
guanxi, including introductions to people from Sinopec, China’s giant
state-owned o1l company. “We were received in China very well,” Bata-
glia recalled. “In the airport we were received in the protocol area by local
authorities, guys from Sinopec, everywhere. They say exactly what Sam
Pa said to us: ‘Let’s cooperate because we lack experience in this field.””
This was Bataglia’s first time in China, and he was impressed. He and his
colleagues ate dinner in the grand halls where Chinese officials receive vis-
iting dignitaries. “Of course, I thought Sam worked for the government,”
Bataglia recalled. “His background, I thought, was in the secret services,
that he had a mission now to expand China into the world.” When I asked
Bataglia whether he was aware of Pa’s arms dealing, he said he knew noth-
ing of it, although Pa had told him that he had met dos Santos many years
earlier. “Sam told me that ten or fifteen years ago he was in Angola. In that
time, to go to Angola, it must be for official purposes.”

Bataglia told me he never quite got the measure of Sam Pa. When I
asked him what he had gleaned about Pa’s past, he said, “Until today I still
don’t understand very well.” He added, “He’s very intense, very well pre-
pared. He has a strong mind.” Bataglia agreed to go into business with Pa.
Their partner would be Beiya Industrial Group, one of China’s sprawling
state-owned conglomerates to whose chairman Pa had introduced Bataglia
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in Beijing. They called the new venture China Beiya Escom and registered
it in Hong Kong, where many Chinese companies seeking to do interna-
tional business form their companies.

The new venture’s first targets were in Latin America. Bataglia recalls
that he and Pa flew to Caracas with a delegation of Chinese state-owned
companies to court Hugo Chévez, the socialist, populist, anti-American
firebrand who had won the 1998 presidential elections and embarked on
a massive program of using revenues from Venezuela’s oil to fund health
care, education, and public works. Pa, Bataglia, and their entourage wanted
infrastructure contracts to be paid for in o1l that would flow back to China.
“Our goal was to implement the business they wanted to do, especially
railways and construction,” Bataglia told me.

Chavez announced that he had signed a letter of intent with Portugal
and China for assorted projects worth $300 million, with Bataglia signing
for Portugal and one of Sam Pa’s key collaborators signing for China. Ven-
ezuela’s president styled the agreement as a momentous development in a
South American struggle to resist American domination. But little appears
to have come of this agreement (though official ties and trade between Ca-
racas and Beijing did subsequently flourish).' Across the Atlantic in An-
gola, however, Sam Pa had another play in the works, which would pay off
spectacularly.

If Sam Pa was to capitalize on Africa’s incipient embrace of China, he
would need to demonstrate to the rulers of Africa’s resource states that he
enjoyed access to the highest levels of power in Beyjing. For all the Com-
munist Party’s image of disciplined hegemony, power in today’s China 1s
not monolithic but instead spread between competing strongholds in the
Party, the security services, and the increasingly mighty corporations that
are state owned but are coming to resemble in their strategies and priori-
ties the multinationals of the West, for whom the pursuit of profit trumps
national goals. Pa’s network would need to reach all of them.

By 2002 Pa had forged an alliance with the woman who would be his
principal collaborator. A photograph of Lo Fong-hung shows a petite
woman flashing a wide smile and wearing a chunky necklace, with her dark
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hair in a bob. The details of her past are as fragmented as Pa’s, and, as with
Pa, it is hard to differentiate between genuine connections and an ability
to broadcast an impressive aura of guanxi that may overstate the extent of
their relationships. Company filings in Hong Kong show no record of any
business ventures in which Lo participated before her alliance with Pa.
Mahmoud Thiam, the Guinean minister who would work with Lo and
Pa years later, was one of several people who heard that she used to be a
translator for Deng Xiaoping.?” Between them, Pa and Lo had “extensive
business connections in Africa and South America” by the time they came
together, according to a court filing years later.?! It was Lo who signed
the Venezuela agreement. When she appeared with Hugo Chévez on Ald
Presidente, his weekly broadcast, to trumpet the deal, the Venezuelan pres-
ident told the nation that his guest came from a prestigious military family
and was the daughter of a general.**

Lo exudes an authority that many foreigners who have met her have
found hard to decode. She was one of the first people to whom Sam Pa
introduced Helder Bataglia in China. Bataglia, like Chavez, believed she
was a general’s daughter. “Lo 1s very polite and a very important lady down
there,” Bataglia told me.*” “She’s very calm.” Of her double-act with Sam
Pa, Mahmoud Thiam recalled, “Everything indicated that he was the boss.
But you got the sense that if he wanted to get rid of Lo, he could not.”

A Western businessman who had dealings with Pa and Lo went for din-
ner with them and their subordinates in 2009 in a private room on the top
floor of a Hong Kong skyscraper with magnificent views over the harbor.
“It’s very clear during the dinner that [Lo] is the matriarch,” the business-
man told me. “She is in all black. Sam looks like a guy off the street, with an
open collar, like a ladies’ undergarment salesman. He didn’t act nefarious
or powerful. The woman, Lo, acted strange.” There was nothing to indi-
cate whether she was wealthy. “She didn’t give off any impression other
than a sense of power. She just sits there and listens. Sometimes things
are whispered to her. You absolutely get the sense that she was the power
behind the throne, and Sam was just a regular Joe.”

Lo derived a portion of her guanxi from her marriage.** Her husband,
Wang Xiangfei, is a serious businessman with a background in finance
who has sat in some of China’s most prestigious boardrooms. He studied
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economics at the elite Renmin University in Beijing and became an asso-
ciate professor of finance there. When his wife and Sam Pa began to craft
their business venture in 2002, Wang had already spent two decades at
China Everbright, an important state-owned financial conglomerate. Wang
joined Everbright in 1983, the year it was founded as an early embodiment
of Deng Xiaoping’s desire for China to take its place on the international
commercial stage. It grew to hold assets worth hundreds of billions of dol-
lars, including its own bank. Wang served both at the parent group in China
and at its subsidiaries in Hong Kong, holding a succession of senior posts.
China Everbright’s management reports directly to the State Council, the
highest organ of the Chinese government and the most powerful body in
the land after the Standing Committee of the Politburo of the Communist
Party, and its executives move in the upper echelons of China’s interlock-
ing elites. Among Wang’s colleagues in Everbright’s senior staff was a man
who went by the pseudonym Xueming Li. He was the brother of Bo Xilai,
the Icarus of recent Chinese politics who soared close to the peak of power
before the Beijing establishment purged him.

Pa and Lo picked an auspicious name for the company that would
form the keystone of the corporate network they started to build. On July
9, 2003, New Bright International Development Limited was registered
in Hong Kong, one of thousands of companies incorporated there each
month. Shortly after it was founded New Bright moved its registered ad-
dress a couple of blocks across the Admiralty business district to Two
Pacific Place, a skyscraper in a redevelopment of what had once been a
barracks into smart offices and up-market shops at 88 Queensway. The
first seed of the syndicate that would come to be known as the Queensway
Group had been sown.

New Bright had two shareholders. One, with 30 percent of the stock,
was Lo Fong-hung. The remaining 70 percent was allotted to another
woman, who lacked the credentials of her partner. Whereas Lo exuded
regal authority stemming from her apparent connections to the military
and Party elites and Wang boasted a glittering CV, Veronica Fung had only
one discernible connection of note—to Sam Pa.

Veronica Fung’s sole recorded business venture before 2003 that I was
able to find in searches of company records was a 50 percent shareholding
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in an obscure company registered in Hong Kong in 1988 and dissolved in
2001, called Acegain Investments Limited. In the company’s annual filing
for 1993 Fung gives a Hong Kong address and states her occupation as
“secretary” and her nationality as British, this being four years before the
British handover of Hong Kong. There is nothing to indicate what Ace-
gain did as a company, but the filing does reveal the identity of the man
who held the other 50 percent ofits shares. His name 1s recorded as “Ghiu
Ka Leung (Alias: Sam King).” He also goes by other names, not recorded
on this filing, including Xu Jinghua, Tsui King Wah—and Sam Pa.

I have been told that Veronica Fung’s relationship with Pa extends be-
yond business. She has been described as his girlfriend.?” Pa introduced
Helder Bataglia to her in Macau, the former Portuguese outpost and ca-
sino hotspot beside Hong Kong, but Bataglia told me that Pa never re-
vealed whether they were a couple nor whether she was the mother of his
two children. By some accounts Sam and Veronica are married, although
I have never seen a marriage certificate. (When I wrote to the in-house
lawyer of China Sonangol, the Queensway Group’s joint venture with An-
gola’s national oil company, asking him to clarify whether Fung is a proxy
for Pa’s business interests, he declined to answer the question.®)

Sam Pa’s name appears nowhere in the shareholder records of New
Bright nor in those of the dozens of other companies that would follow as
the Queensway Group took shape. Officially he has no direct stake in the
business he founded, though he does receive hefty payments from it and 1s
afforded senior titles at Queensway Group companies in public statements
by the foreign governments with which they do deals.?”” Normally the al-
location of shares in a new company is based on the amount of capital its
founding investors put into it or to reward some vital service. But there 1s
nothing to indicate that New Bright had any capital of its own. It was cre-
ated, the events that followed would show, as the vehicle through which its
founders would turn their guanxi into profit. Lo had her 30 percent share
of New Bright to reflect her central role; it is hard to see why Veronica
Fung was given the majority stake in the company at the apex of its corpo-
rate structure 1f not for her ties to Sam Pa.

Between them, Sam Pa, Lo Fong-hung, and her husband Wang Xiang-
fe1 had sufficient connections to the Party, the military, the government,
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and business to give them the cover they would need to play the role of
middleman in some of China’s most important foreign relationships. They
Jjust needed one more slice of guanxi: someone who could introduce them
to China’s government-owned giant of an oil company, Sinopec. In 2002
Pa and Lo approached Wu Yang, a man who, by his own account, was a
mover and shaker. The address he gave in company filings matched that of
the Ministry of Public Security in Beijing, which is in charge of the police
and domestic intelligence service, and was also said to house a reception
office for the MSS, the foreign intelligence service.?® Wu, according to his
own testimony quoted a decade later in a Hong Kong court judgment, had
been “active in business circles in the Mainland for some time” and had
“strong and useful connections in official circles and with various large
companies,” including Sinopec.*® Wu agreed to make some introductions,
for which he would be rewarded with a cut of the deal that resulted.

In late 2003 the competition for Angola’s oil was heating up. The war had
been over for more than a year. The world’s biggest oil companies were
vying for access to what was becoming one of the planet’s most import-
ant energy frontiers, courting the Futungo and spending heavily to pull
off the feats of engineering required to send drills into the reservoirs of
crude locked deep beneath the seabed. Royal Dutch Shell ranked among
the titans of the industry, but it had been slow to gain a foothold in An-
gola. When it decided to concentrate its investment on Nigeria and put
its stake in an Angolan oil prospect up for sale in late 2003, there were
plenty of eager bidders. The stake was 50 percent of Block 18, a conces-
sion area three times the size of London off the Angolan coast. BP, which
held the other 50 percent and was the operator of the project, in charge of
hiring the rigs and drilling the wells, had already discovered half a dozen
oilfields containing about 750 million barrels of crude. It was shaping up
to be another Angolan megaproject, involving the largest corporations in
global commerce: that year Forbes rated Shell and BP as the world’s sixth
and seventh biggest companies by revenue, respectively. An industry an-
alyst predicted in the trade press that the successful bidder was “highly
unlikely to be anyone other than the supermajors,” the half-dozen giants
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of the industry, including Exxon Mobil and Chevron of the United States
and Total of France.”

But times were changing. New powers were rising, with govern-
ment-controlled oil companies like Petrobras of Brazil and Petronas of
Malaysia that were beginning to jostle the venerable majors. In April 2004
it was reported that ONGC of India had agreed to buy Shell’s stake in
Block 18 for $600 million.”" As the weeks went by, however, it emerged
that Sonangol, Angola’s state oil company, was refusing to waive its right
to purchase the stake itself. By the end of the year India had been ga-
zumped by its gargantuan neighbor. Sinopec, the Chinese oil group that
was growing into one of the world’s biggest companies as it snapped up
assets overseas, bought Shell’s stake in Block 18.%% It looked like a simple
case of one rising power outmuscling another for oil. But that was not the
whole story.

Around the time when Shell had made it known that it wanted to sell
its stake in Block 18, a delegation from Luanda traveled to Beijing. The
delegation held talks with some of the most powerful people in China,
including Zeng Peiyan, the vice premier. Zeng had had an exemplary ca-
reer in the Communist Party—training as an engineer, serving as a diplo-
mat in the Chinese embassy in Washington, studying at the Central Party
School where cadres are groomed for high office, and holding top posts
in the Party organs for economic planning, including as deputy director of
the commission on the construction of the immense Three Gorges Dam,
before graduating to the Politburo in 2002 and the vice premiership in
2003.%

The delegation who visited Zeng in late 2003 included Sam Pa, Hel-
der Bataglia, and Manuel Vicente, the boss of Sonangol, Angola’s state oil
company and the Futungo’s unofficial treasury.®* Pa’s ability to engineer
a meeting with Zeng, an elder statesman, was one of the reasons Bataglia
became convinced that his new Chinese business partner enjoyed the sup-
port of China’s rulers. “More official than that is not possible,” Bataglia
told me. In 2005 Zeng would visit Luanda to unveil China’s state-to-state
pact with Angola. But first Manuel Vicente and Sam Pa would craft a shad-
owy alliance that would put the newfound allegiance between China and
Angola at the service of the Futungo and the Queensway Group.
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When Shell put its stake in Block 18 up for sale, Manuel Vicente saw
an opportunity. As the head of Sonangol, Vicente had ambitions to make
Angola’s national oil company into an international force like its counter-
parts from Malaysia and Brazil. To edge out the Indian bidder that was on
the verge of buying Shell’s stake, however, Sonangol needed a financial
backer. “We had no money,” Vicente told me, “and we looked for a partner
in China to join us and to get that stake, and that’s why we formed this
company. They got the loan, we paid Shell. It was, let’s say, 800 [million
dollars| something. And after that, later on, we called Sinopec, another
Chinese company, one of the biggest.”*”

The partner the Futungo found was Sam Pa and his newly formed
Queensway Group. The company they formed was called China Sonan-
gol. China was in the early phases of its thrust into Africa, and it was nat-
ural for onlookers to assume that China Sonangol was nothing more than
what its name suggested: a partnership between the Chinese state and the
Angolan national oil company. But Vicente and Sonangol opted not to
deal directly with China’s government and its state-owned oil company,
Sinopec. Instead, it went into business with an obscure private company
registered in Hong Kong, with no assets other than its founders’ guanxi.*®

On its articles of association, the names of China Sonangol’s two share-
holders are handwritten in a spidery script. The minority shareholder,
with 30 percent, was Sonangol. The holder of the remaining 70 percent
was a holding company owned by the Queensway Group, with Lo Fong-
hung as its signatory.’’ China Sonangol was registered as a company in
Hong Kong on August 27, 2004. Seven weeks later, on October 15, a com-
pany called Sonangol Sinopec International Limited was incorporated in
the Cayman Islands, co-owned by Sinopec, Sonangol, and, although there
is nothing in its name to indicate as much, the Queensway Group.’® It was
Sonangol Sinopec International Limited that, by the end of the year, had
secured Shell’s 50 percent stake in Block 18, with Sinopec arranging more
than a billion dollars in finance for the new venture.”

Manuel Vicente and Sam Pa had constructed an enclave within Angola’s
oil industry, a corporate bunker within the already opaque walls of Sonan-
gol. Through a network of obscure companies registered in Hong Kong,
the Futungo had plugged itself into an offshore mechanism that channeled
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the political power of Angola’s authoritarian rulers into the private corpo-
rate empire that Pa and his fellow founders of the Queensway Group had
begun to assemble. The Futungo was swapping a Cessna for a Concorde,
a trawler for a submarine, and it had poured some Chinese guanxi into the
engine of its looting machine.

With its new partners, BP pressed on with the development of Block
18’s oil fields, and in October 2007 the project began pumping two hun-
dred thousand barrels of oil a day. In 2010 the Queensway Group’s stake in
Block 18 was valued at just shy of a billion dollars.*’ Its share of the crude
was worth about $3.5 million every day.*! (BP declined to answer ques-
tions about its relationship with China Sonangol.)

That was just the beginning. China Sonangol was inserted into a multi-
billion-dollar financing deal under which banks lent money to Sonangol,
to be repaid from the proceeds of Angolan oil sales to Sinopec, once China
Sonangol had taken its cut. Over the years that followed the initial Block 18
deal China Sonangol was awarded stakes in nine more Angolan oil blocks
in its own right and three via its partnership with Sinopec, a portfolio of
assets in one of the world’s fastest-growing oil industries worth billions
of dollars. But China Sonangol does not drill wells or pump crude. It is a
pipeline for petro-dollars—and a way for the Futungo to use Sam Pa and
his associates as a vanguard in Africa’s resource states. “If there is an op-
portunity for some oil, they call us, taking into account this joint venture

we have,” Vicente told me.*?

Isafas Samakuva, the leader of the Angolan opposition political party into
which Unita has evolved since its defeat in the civil war, told me that China
Sonangol was “the key to all the support that is given to Mr. dos Santos, to
his rule” but that understanding how the Futungo drew wealth and power
from the company was impossible because “everything is in the dark.”*’
Not quite everything is in the dark. Corporate filings in Hong Kong and
elsewhere reveal glimpses of the Queensway Group’s corporate labyrinth.
But, as in Dan Gertler’s deals in Congo, many of the trails vanish behind
the thick walls of offshore finance. For example, Manuel Vicente and other
senior Angolan officials have been named in company filings alongside
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founding members of the Queensway Group as directors of a company
called Worldpro Development Limited. Its registration documents in
Hong Kong give no indication of the company’s purpose and state that it
1s wholly owned by World Noble Holdings Limited, which is registered in
the British Virgin Islands, a Caribbean archipelago where companies can
keep their owners secret. Manuel Vicente does not dispute that he served
as the corporate president of China Sonangol, but he told me he only did
so as the representative of Sonangol’s stake in the company, not for any
personal benefit. When he switched to his new role in the presidency, his
successor as Sonangol boss took over the position in his place.**

Unlike, say, the concealed stakes that Vicente and his confreres held in
Cobalt International Energy’s Angolan oil venture, there 1s nothing in the
reams of company filings that I have scoured to show that anyone in the
Futungo directly benefits from a stake in the Queensway Group’s compa-
nies. Unita’s Isafas Samakuva was on to something, though: the extra lay-
ers of secrecy their arrangements with the Queensway Group provided are
valuable in themselves to the rulers of Angola’s “cryptocracy.” They create
new hidden passageways for Sonangol, a company at the center of a $32
billion hole in Angola’s public finances. Crucially, these passageways ex-
tend beyond Angola’s borders, winding through offshore tax havens and
into the global business empire that the Queensway Group would build
from its Angolan foundations, stretching from Manhattan to Pyongyang
and penetrating other African resource states. A century after King Leo-
pold was declared the private owner of Congo, China Sonangol became a
prime vehicle for those, foreign and African alike, who sought to make the
continent and its natural riches their personal possessions.

From the beginning scandals of financial impropriety swirled around the
Queensway Group and companies to which it was linked. The chair-
man of Beiya Industrial Group, the Chinese state-owned railway com-
pany that had ties to Queensway companies in the early days, was jailed
for life for bribery and embezzlement.*’ In an early oil-trading venture in
Congo-Brazzaville, another crude producer north of Angola, the Queens-
way Group went into business with companies connected to the ruling
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elite and that would be implicated in a scheme to use sham companies to
hide oil revenues.*® Then, in 2007, the Queensway Group’s success nearly
came to an abrupt end.

To begin with, while China Sonangol was no more than an obscure
vehicle buried in a complicated oil deal, the Queensway Group’s most
prominent face was a company called China International Fund (CIF).
Incorporated in Hong Kong in 2003, like its sister company, CIF was fre-
quently mistaken for an arm of the Chinese state, partly because of its name
and partly because, in the early years of China’s thrust into Africa, it was
perfectly natural, if overly simplistic, to assume that every corporation run
by Chinese people was subject to the diktats of the Communist regime in
Beyjing. Again, though, this was not the case. CIF was wholly owned by
the founders of the Queensway Group—Lo Fong-hung; Sam Pa’s partner,
Veronica Fung; and Wu Yang, the Chinese oilman who had made some
useful introductions in Beijing.*’

CIF’s primary business is infrastructure. Mimicking the Chinese state’s
grand pacts in Africa’s resource states, the Queensway Group undertakes,
through CIF, to build bridges, airports, and roads, usually alongside oil
and mining deals. In 2005 CIF organized a $2.9 billion loan to fund a
plethora of contracts from the Angolan government, including a new air-
port, a railway, two highways, drainage works in Luanda, and a housing
project.’® When I asked Manuel Vicente about China International Fund,
he told me it was “completely separate” from the Chinese government’s
multibillion-dollar oil-backed loans to pay for public works in Angola. But
just as China Sonangol was nothing more than a middleman in the shad-
owy deals that secured its stakes in Angolan oil blocks, CIF was more of a
broker than an actual contractor: much of the work was subcontracted to
Chinese state-owned engineering and construction groups.

A special office created in the presidency, the Gabinete de Recon-
stru¢do Nacional, or Office of National Reconstruction, marshaled CIF’s
projects. Initially Fernando Miala, the president’s spymaster, had been the
key man in the Futungo’s relations with the Chinese. When the money be-
gan to flow, however, the potentates of the Futungo began a tussle for con-
trol over these new, huge flows of cash. Miala was outflanked by General
Kopelipa, the security chief and tycoon who would join Manuel Vicente
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in questionable business deals, including the Cobalt one. Miala’s fall was
swift. He was dismissed in February 2006 and, when he refused to attend
his own demotion from general to lieutenant colonel, arrested on a charge
of insubordination, accused of plotting against the president.

Athis trial in 2007 Miala broke the Futungo’s code of silence and claimed
that Chinese funds meant to rebuild Angola were being abused. Adopting
an affronted tone, Angola’s finance ministry, in a rare public statement,
professed itself “stupefied” at accusations by former intelligence officials
of “anomalies in the handling of the Chinese credit line.” The statement
went on to enumerate the Chinese credit lines, public and private, and
the various good uses to which they were being put. But it also revealed
what had until then only been rumored: China International Fund was in
financial straits.

Through hubris on the part of Sam Pa, disputes with subcontractors,
mismanagement by the special Angolan office tasked with overseeing Chi-
nese loans, or, most likely, a combination of the three, CIF’s ambitious in-
frastructure projects ran into the sand. When contractors stopped being
paid, construction work ground to a halt. In Beijing there was mounting
concern that a chancer from Hong Kong was imperiling China’s relation-
ship with an increasingly vital oil supplier. The Ministry of Commerce
warned Chinese companies to cut back their dealings with CIF. In May
2007, according to a letter I obtained, the Hong Kong corporate regulator
opened an investigation into allegations that Hangxiao Steel, the Chinese
steel group to which China International Fund had awarded a $5 billion
contract for a housing project in Angola, had engaged in stock market
manipulations.*’

The backdrop to Pa’s travails was a series of upheavals in the highest
reaches of Chinese power. In 2007 Chinese politics was dominated by
Jjockeying ahead of that October’s National Congress of the Communist
Party of China, a five-yearly transition that would anoint a new leadership
of the Party and the nation. Zeng Peiyan, the vice premier to whom Sam
Pa had secured access while he was brokering his first Angolan o1l deal,
was heading for retirement after the congress. Other big names exited the
stage less gracefully. In June Chen Tonghai suddenly resigned as chairman
of Sinopec, the state oil group he had helped to make into comfortably
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China’s biggest company by revenues and for which the Queensway Group
had served as the middleman in Angola. Sinopec’s official statement said
Chen had departed for “personal reasons,” but within months he had been
arrested and accused of “taking bribes to help others, including his mis-
tress, make unlawful profits,” and leading a “corrupt life.”*® He was later
convicted of accepting $29 million in bribes between 1999 and 2007 and
handed a suspended death sentence, effectively a life term of imprison-
ment.”! New faces were in charge in the Party and at Sinopec. As ministries
and regulators grew suspicious of the Queensway Group’s activities, the
walls were closing in on Sam Pa. His guanxi was depleting rapidly. But he
had one card left—and 1t was an ace.

Whatever the misgivings about him in Beijing, Sam Pa had made him-
selfan indispensible part of the Futungo’s looting machine. By using China
Sonangol and China International Fund as intermediaries in oil deals and
infrastructure contracts, Angola’s rulers had created for themselves a new,
secretive vehicle to dabble in the oil trade and spray their petro-dollars
across the globe. When Sinopec sought to disentangle itself from its joint
ventures with Queensway companies in Angola—preferring to cut out the
middleman—the Futungo rebuffed them. Alex Vines, whose research into
the Queensway Group as head of the Africa program at the UK’s Royal In-
stitute of International Affairs think tank at Chatham House has included
interviews with top Chinese oil executives, told me that Manuel Vicente
had informed China’s state-owned oil companies that if they wanted to
do business in Angola, they would have to go through these joint ventures
with Queensway Group companies.’? “Sinopec saw it as a short-term joint
venture to get in but then realized they were locked in,” Vines said. When
the US ambassador to Luanda privately asked his Chinese counterpart to
clarify his government’s relationship with China International Fund, Bei-
Jing’s envoy was keen to emphasize that CIF was a “private company” and
said his embassy had nothing to do with its dealings with the Angolan
authorities.” What CIF did enjoy, the ambassador said, was a “close rela-
tionship” with dos Santos. Sam Pa had become the gatekeeper to Angolan
crude, and China was powerless to circumvent him.

Before long the Queensway Group was, if not back in the fold, at least
once more being tolerated by Beijing. China International Fund’s money
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troubles eased: in October 2007, in the same announcement in which it dis-
missed allegations of mismanagement of Chinese funds, Angola’s finance
ministry revealed that it had issued $3.5 billion in government bonds to
bail out CIF’s foundering infrastructure projects.”* The same month BP
started pumping oil from Block 18, with the Queensway Group entitled to
three in every twenty dollars of the profits.

There are those who describe the Queensway Group as an angel of An-
gola’s salvation. “The official Chinese government wanted to do it, and the
Angolan government wanted to do it,” said Helder Bataglia, who says he
bowed out in 2004 once China, Sam Pa, and the Futungo were on their way
to sealing their first deals.”” Bataglia said it was he who persuaded Sam Pa
to focus on Angola and that he was proud of having helped to bring some
much-needed investment to his adopted homeland. “For me it was fantas-
tic because my main objective was to put the two nations together, because
at that time no country was prepared to help them rebuild the country.” As
for China Sonangol and China International Fund, he waved away con-
cerns about their interests. “For me, it was a huge success. Of course, I
wanted much more, but what they did is very important for the country. I
don’t have any regrets. I am very proud of what I did. At the end of the war
150,000 people demobilized. They had to find work for them, to invest in
reconstruction.”

Bataglia went on, “For the average Angolan it has changed a lot—look at
the roads, the railways, the bridges. There isn’t a more independent coun-
try in Africa than Angola. After China, they developed relationships all
over the world. They are fiercely independent. That is very important for
the self-esteem of a nation. The Angolans—they are very proud of what
they are doing. Of course there are problems, but there are problems in
Portugal, in the United Kingdom. When two countries like Angola and
China come together to rebuild a country, a company in the middle is not
a good thing for either.”

But there was a company in the middle—the Queensway Group. A de-
cade would pass following Sam Pa’s audacious first deals in Angola before
a glimpse of the true nature of its bargain with Angola’s ruler emerged.

In 2011 Wu Yang, the Beijing mover and shaker who said he had been
granted a free stake in the Queensway Group holding company that held
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its interest in China Sonangol in exchange for helping to fix up the Ango-
lan deal with Sinopec, sued Lo, Veronica Fung, and the holding company
itself in Hong Kong. Wu claimed he was owed dividends worth about $40
million but that they had not been paid. He demanded to be able to go
through the books of several Queensway Group companies to see where
all its money was going. In 2013 a judge in Hong Kong granted him per-
mission to do so. The judge’s account of Lo’s testimony in the case was
revealing.

Lo accepted that the Block 18 project, which still yields 180,000 barrels
of crude a day, was profitable, the judge wrote, but she said that the profits
had been diverted to other uses.’® “The thrust of her evidence . . . is that
the money received by China Sonangol went to fund projects in Angola
undertaken to build goodwill. She does not identify any particular project
or explain with whom [the Queensway holding company in question| was
trying to curry favor. These projects were loss making and the implication
ofher evidence is that funding them used up the profits made on the Block
18 Project.” In short, Lo Fong-hung, Sam Pa’s principal collaborator in
the Queensway Group, had acknowledged to a court that its flagship com-
pany was diverting money to “curry favor” in Angola. Putting it delicately,
the judge went on, “I do not understand it to be in dispute that operating
a company in Angola in accordance with what would be considered in
Hong Kong to be best business and accounting practices would be very
difficult and in some respects impossible.”

The legal tussles between Wu Yang and the Queensway Group’s found-
ers wore on. But by then Sam Pa had reached new heights. After turning
his guanxi into the foundations of a corporate empire, he would use his
Angolan experience as a model for deals with the repressive rulers of other
African resource states.
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When Elephants Fight,
the Grass Gets Trampled

T WAS A HUMID, overcast Sunday afternoon in April 2013, and Frederic

Cilins was hungry. “Let’s sit down, grab a bite,” he said to the woman
who emerged from a taxi to meet him at Jacksonville International Airport
in Florida.! According to a transcript of their conversation subsequently
published by a government inquiry in Guinea, the pair found a place to
eat inside the airport’s swish terminal and took their seats—Cilins, a bald-
ing Frenchman in his early fifties, and Mamadie Touré, a curvaceous west
African twenty years his junior. They made small talk for a few moments,
speaking in French. Cilins’s daughter had given birth the previous day, he
said, making him a grandfather for the first time.

Almost immediately the conversation turned to money. “I need cash,
now,” Touré said. Cilins explained that she could have $20,000 right away
and would receive $200,000 more once she arrived in Sierra Leone. He
would take care of the plane ticket too. She started to haggle. A waitress
came over. Cilins switched to English to order a chicken sandwich for
Touré and a Caesar salad for himself. He changed tack. In Sierra Leone,
the neighbor to Touré’s native Guinea, she could be tranquil, far from the
troubles that were closing in on them. But Touré wanted to settle the fi-
nancial terms of their arrangement. Hadn’t Cilins said he would give her
$50,000 up front, not $20,000?

“No, no, no,” Cilins said. “Listen carefully, listen carefully. I told you the
deal.” He went over it again. A few thousand dollars was neither here nor
there. “The deal for the documents and for the declaration was what I told
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you: we destroy all the documents, you get two hundred and then eight
hundred, which is yours, whatever happens. Whatever happens, you have
one million, which is yours.”

The Frenchman was losing his cool. He had done business in Africa’s
wild west for years, but this was a particularly delicate conversation. Touré
had in her possession half a dozen signed contracts dating from 2006 to
2010, apparently detailing how she would be rewarded in cash and shares
if she helped to arrange for a company called BSG Resources (BSGR) to
be awarded mining concessions, including rights to Simandou, one of the
world’s richest virgin deposits of iron ore, located in a remote corner of
Guinea.? (When the contracts later became public, BSGR said they were
forgeries.) The Guinean government of the day had granted the company
rights to Simandou in 2008. Two years later Vale, the world’s biggest iron
ore miner, had agreed to pay $2.5 billion for a share of BSGR’s rights, a
princely return on the $160 million that BSGR had spent on preliminary
development work at its prospects and one of the most spectacular deals in
the recent history of African mining.

But now there was a problem. Touré had told Cilins that the FBI had
come to see her. The reason for their interest was that she was no ordinary
Guinean: she had been the fourth wife of Lansana Conté, the dictator who
had granted BSGR its rights days before he died in December 2008. The
widowed Touré had moved first to Sierra Leone, then to Florida, where
federal agents had paid her a visit after they got wind of possible breaches
of the Foreign Corrupt Practices Act and of money-laundering statutes
that forbid channeling the proceeds of corruption into the United States.

In a series of phone calls and meetings over the previous weeks Cilins—
who had worked as BSGR’s intermediary in Guinea but, as the company
1s at pains to stress, had never been its employee—had sought to cajole
Touré into destroying the documents before the FBI got hold of them. He
had persuaded her to sign a declaration denying that she had played any
role in awarding mining rights to BSGR or received any money from the
company. He had encouraged her to leave the country for Sierra Leone.
On top of the million dollars he had offered for destroying the documents,
Cilins had promised as much as $5 million more if BSGR came through
the current Guinean government’s review of past mining contracts with its

Interests intact.
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“Do you need anything?” asked the waitress, bringing the pair’s order.
“Mayonnaise, mustard?” Cilins sent the waitress away and turned back
to Touré. The conversation meandered through family, Guinean politics,
the weather in Miami. Cilins ordered a cheesecake for each of them and
probed Touré about the FBI agents who had asked her questions. She
said she had told them she didn’t have any documents, but the agents had
threatened to get a subpoena and bring her before the grand jury that had
been convened in New York to hear evidence about the corruption allega-
tions. “It has to be destroyed quickly,” he said. The waitress brought Cilins
his change. “No, thank you very much,” he said.

“Oh, thank you so much,” said the waitress, “have a great one.”

Touré pressed again for more cash up front. “I'm not a child,” she
snapped. Cilins blew his top. “I'm tired of this, Mamadie. What do you
want to do? You tell me what you want to do. Me, I'm tired. You’re re-
proaching me. I come, I bring you money, I find solutions for you, I do this,
that. I’'m tired. So you tell me what you want. It’s up to you to decide.” He
told her it was in her own interests to destroy the documents—not to do so
would set off an “atomic bomb” for her. He berated her for giving copies of
them to an acquaintance, who in turn had brought them to the attention of
the new Guinean authorities. “I’'m not saying you’re a child, but I’'m saying
you’ve made some bad decisions,” Cilins said. He paused and excused
himself, saying he needed to check the departure boards for his flight.

A man approached. “Stand up,” he said to Cilins. “Put your hands be-
hind your back.”

Beny Steinmetz was born into the mining business. The youngest son of
Rubin Steinmetz, founder of one of Israel’s most successful diamond trad-
ing companies, in 1977 he completed his military service and embarked,
aged twenty-one, for an apprenticeship in Antwerp. The Belgian port has
been the center of the diamond trade for five centuries and is still the con-
duit for the vast majority of rough stones that flow in from distant mines to
be cut, polished, and sold on to jewelers. Lean and handsome, Steinmetz
soon started to build a reputation as one of the most formidable figures in
the African diamond trade. He bought stones in war-torn Angola.” The
company he founded with his brother, Steinmetz Diamond Group, became
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the biggest buyer of rough stones from De Beers, the cartel that dominated
the trade. The Steinmetz family diamond empire sponsors Formula One
cars and showcases its stones at lavish parties set alongside such aesthetic
landmarks as Bangkok’s Temple of Dawn and Scarlett Johansson.

As his fortune grew, Steinmetz added metal mines and real estate to his
portfolio and relocated from Israel to the lakeside Swiss city of Geneva. In
2011 Forbes ranked him at 162 in its rich list, with a net worth of $6 billion,
comfortably ahead of Bernie Ecclestone and Richard Branson and almost
double that of eBay founder Jeff Skoll. On his personal website an un-
named acquaintance is quoted as saying, “The phrase ‘the sky is the limit’
isn’t applicable to Beny. To him, the sky is merely the beginning.”

Steinmetz was quick to respond to the changes in the mining market
around the turn of the century. The demand of fast-growing Asian econ-
omies for base metals prompted mining houses to diversify their opera-
tions, switching investment from treasures like diamonds to the bulky raw
ingredients of electrical wiring and steel. Alongside Dan Gertler, his fel-
low Israeli mining tycoon who had cultivated the Kabila regime in Congo,
Steinmetz made a move on Katanga, the southern Congolese repository
of copper and cobalt in quantities unsurpassed elsewhere. A company
called Nikanor, in which Steinmetz and Gertler were major shareholders,
secured rights to a dilapidated copper mine there. In 2008 Glencore, the
glant commodities trader that would strike more Congolese deals involv-
ing Gertler, bought the group.? By then Steinmetz was closing in on a still
more coveted prize in another benighted state in francophone Africa.

When Guinea’s French colonial rulers departed in 1958 they did so in
a fit of postimperial sabotage. Ahmed Sekou Touré, Guinea’s liberation
leader, had spurned Charles de Gaulle’s offer to join a francophone union
in Africa. France granted independence, but at a vindictive price, declin-
ing to leave behind even the light bulbs in the government offices. Sekou
Touré was undaunted. “We prefer poverty in freedom to riches in slavery,”
he proclaimed.”

Poverty did indeed endure, but the people of Guinea knew no freedom.
Sekou Touré became the first in a procession of venal and violent auto-
crats. The newly independent Guinea, like dozens of its African peers,
enjoyed only nominal sovereignty. Superpowers and mining houses held
sway, adapting their allegiances to suit the prevailing despot.
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Guinea avoided the civil wars that ripped apart its neighbors, Sierra Le-
one and Liberia, where rebels funded by diamond sales lopped off hands.
Not that you would know it to look at Conakry, Guinea’s seaside capital.
The malarial metropolis feels as though it is slowly decomposing into the
mulch of the tropical foliage. The interior of the country is as deprived as
its scenery 1is breathtaking. Ill starred and misgoverned, Guinea belongs
to the lowest circle of poverty, along with Congo, Niger, Somalia, and a
handful of others, where all the indicators measuring human well-being
are abysmal, well below even the African average. On average, out of every
thousand babies born in Switzerland, all but four will at least see their fifth
birthday. By the same age, one hundred and four Guinean babies per thou-
sand have died.® Along the capital’s dank, pitted streets shuffle alarmingly
high numbers of those who made it through infancy but whose traumatic
start in life left them with cerebral palsy. Guinea’s 11 million people are
significantly more undereducated and unwell than almost anyone else on
the planet.

When Sekou Touré died in 1984, Lansana Conté, a soldier who had
served in the French army prior to independence before rising to a se-
nior position in the Guinean military, was perfectly placed to lead the coup
that commenced his quarter-century rule. He was part of the generation
of leaders—Mobuto in Congo, Bongo in Gabon, and dos Santos in An-
gola among them—whose decades in power through the 1980s and 1990s
finally dashed the high hopes of the postindependence years. They ruled
through theft and repression, treating their countries’ oil and minerals as
their personal property. They cocooned themselves in looting machines.
But those looting machines only work if they can be plugged into interna-
tional markets for oil and minerals. For that, Africa’s despots need allies in
the resource industry.

For a country no bigger than the UK, Guinea has a disproportionate
share of the Earth’s metal. “It’s got this huge mineral endowment,” a foreign
mining executive in Guinea told me. “Some of the deposits are fabulous,
unlike anything else in the world.” The country sits on the largest recorded
reserves of bauxite, the ore that is refined into aluminum, a highly resistant
metal that is one of the more vital commodities in the global economy. Al-
loys of aluminum are everywhere: in kitchen foil, drink cans, pill packets,
aircraft. Guinea has for decades ranked among the biggest exporters of
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bauxite. But it is also home to vast, untouched reserves of the only metal
more in demand than aluminum: iron.

Iron ore 1s used to make steel, the material without which the modern
world as we know it would not exist. Annual steel production worldwide
is 1.5 billion tons, or roughly one ton for every five people. The biggest
steelmakers, among them ArcelorMittal, India’s Tata family, and Baosteel
of China, bestride a global industrial economy that needs steel for ships
and bridges, forks and scalpels. So do the largest iron ore miners: Vale of
Brazil and Rio Tinto, the Anglo-Australian mining house that has grown
from its nineteenth-century origins digging up copper by the banks of a
Spanish river to be the world’s second-most valuable mining house, after
its great rival, BHP Billiton.

In 1996 executives from Rio Tinto met Lansana Conté’s mining min-
ister to talk about exploring Guinea’s mountainous eastern territory for
iron ore.” The following year Rio was granted a permit to prospect along
the 70-mile Simandou range. In 2002 Rio’s geologists discovered a body
of such high-quality ore that it had few peers in size and value anywhere.
Further exploration established that it contained more than 2.4 billion tons
of top-notch iron ore, making it the best untapped deposit in the world.
But Simandou lay 435 miles from the coast. Tapping the ore would mean
building a railway across difficult terrain and a massive port at the end of
it. All told, the mine and the infrastructure would cost something like $20
billion—the biggest investment ever undertaken in African mining.

Conté churned through prime ministers and his security forces slaugh-
tered protesters, but Rio maintained its interests. In 2006, after years of
wrangling with Guinea’s Parliament, the company finally secured the doc-
ument known as a mining convention for Simandou, the legal rights to
start digging. But progress was slow. The Guinean authorities grew frus-
trated, and other parties began to show an interest. Among them was Beny
Steinmetz.

Steinmetz had already carved a swathe through Africa’s mining indus-
try, and Guinea’s bounty of iron ore was a tempting prospect for BSGR,
the mining arm of the family conglomerate that bears his initials. But
BSGR faced two obstacles. First, Guinea was unfamiliar territory. Second,
Rio Tinto had locked up rights to the choicest deposits. The company
needed someone on the ground who could work out how to proceed. It
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found Frederic Cilins. Cilins had done business across Africa since the
early 2000s, including in Congo and Angola. With two partners he had
also developed what BSGR would later describe as “extensive business
operations” in Lansana Conté’s Guinea.®

Cilins started to work as an intermediary for BSGR in Guinea in 2005.
According to an interview he gave to an investigator years later, he hung
around the Novotel, the hotel in Conakry where anybody who is anybody
stays, gathering scraps of information on Rio Tinto.’ While Rio was chart-
ing Simandou’s ore bodies, Cilins was mapping Guinea’s political con-
tours. As Cilins cultivated his contacts, he edged closer to the heart of
power: the presidency.

Like many other Guinean Muslims who could afford to do so, Lansana
Conté had multiple wives. He had already taken three brides when, in
2000, he met the beautiful eighteen-year-old daughter of a former colleague
from the military. Within the year Mamadie Touré became the president’s
fourth wife.'” They did not live together, but he supported her financially
and they spent time in one another’s company at the house she was given
and at the presidential villa, discussing the affairs of state.

Around 2005 the president’s young wife received a new visitor, the man
with whom she would sit in hushed, tense conversation seven years later at
the Jacksonville airport. According to Touré’s recollections—an important
plank in the evidence published by a subsequent Guinean inquiry—Cilins
told her when they met that BSGR wanted to get its hands on iron ore
rights.!! Officials and ministers who helped in the endeavor would get a
share of $12 million.'? According to Touré’s version of events, supported
by the contracts Cilins was so keen to destroy but that BSGR claimed were
fakes, she began to advance the company’s cause in exchange for agree-
ments to pay her millions of dollars and award her shares in BSGR’s Guin-
ean venture. (BSGR has said that it never made any payments to Touré.'?)
First, Touré took Cilins to meet Lansana Conté at the presidential palace.
Not long afterward, in February 2006, BSGR received its first iron ore
rights. But the company wanted more—a slice of Simandou.

Perhaps Touré saw nothing untoward in her dealings with Cilins and
BSGR. In Conté’s Guinea there was no division between politics and
business. The country was ranked alongside Iraq, Myanmar, and Haiti as
the world’s most corrupt.'* That which belonged to the state belonged to
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Conté. Guinean life was, by and large, destitute and brief. But Touré had
found herself among the small clique of Guineans who could ensure their
escape from poverty—those who enjoyed the dictator’s favor. She recalled
years later in a sworn statement that, when she consulted her husband about
$200,000 she said she had been given after one of her meetings with Cilins
and other emissaries from BSGR, “he told me it was my good luck.”"’

After BSGR won its first rights, it stepped up its efforts. Cilins made way
for senior figures from the company itself, Touré recalled. Asher Avidan,
who served for twenty-seven years as a senior official in Israel’s foreign
and defense ministries before joining BSGR as the head of its Guinean
subsidiary, showered Touré with gifts, she recalled.'® On one occasion,
Touré says, Avidan showed her to a room in which a million dollars was
laid out on a bed for her.!” When in 2014 I asked BSGR about this and
other incidents described in Touré’s statement, the company declined to
answer my questions.

Alongside gifts that BSGR’s emissaries provided to influential Guin-
eans—among them a diamond-encrusted miniature Formula One car,
which its representatives later said had been given to the mining minis-
try, not an individual—the company also played on frustration in Conté’s
government at the slow pace of Rio Tinto’s work at Simandou.'® In 2008
BSGR’s strategy paid off. In July the government stripped Rio Tinto of
the rights to the northern half of Simandou on the grounds, disputed by
Rio, that the company had missed its deadlines to start mining, making it
liable, as is standard in the industry, to cede a portion of its holdings. In
December, by ministerial decree, those rights were awarded to BSGR. For
Beny Steinmetz and his company the breakthrough had come in the nick
of time.

Reportedly a diabetic and a chain smoker, Conté’s health was failing.
On December 22, 2008, two weeks after BSGR had taken possession of the
northern half of Simandou, Conté died. If Guineans dared to hope that de-
liverance was at hand, they were wrong. After twenty-four years in power,
Conté’s death left a vacuum, into which the army promptly stepped.

After coming close to disaster in 2007, the following year Sam Pa was back
on his feet. The Queensway Group had avoided the fallout from stock
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market regulators’ investigations in Beijing and Hong Kong into the award
of a contract for an Angolan project given by China International Fund,
its infrastructure arm, to a Chinese steel company. The warnings that the
Chinese Ministry of Commerce had 1ssued to Chinese companies about
doing business with the Queensway Group had either been rescinded or
ignored—restoring a crucial plank in the syndicate’s business model of
using its access to African rulers to generate deals both for itself and for
Chinese state-owned groups.'’

Pa led a dizzying expansion of the Queensway Group’s interests. It
snapped up prestigious real estate in Manhattan and pressed on with its
courtship of North Korea. But Africa—and Angola in particular—remained
the foundation of its empire. To replicate the phenomenally lucrative
model it had constructed with Manuel Vicente and the Angolan Futungo,
it needed to find other African countries that had both natural wealth and
rulers who wielded undiluted power through a shadow state.

Guinea’s “Christmas coup” after Lansana Conté’s death in late 2008
brought to power a little-known army captain in his forties. Moussa “Da-
dis” Camara had a chiseled jaw, a red beret, and a flair for spectacle. Like
many a putschist, he proclaimed himself the man to clean the stables. The
ringleaders of the cocaine-trafficking networks that had taken root in the
security forces were denounced in public, and Conté’s son Ousmane con-
fessed on television to being involved in the drug trade and was thrown
in jail. The new government would examine past mining deals. The junta
baptized itself the National Council for Democracy and Development.

The young captain was unpredictable, paranoid, and apparently noctur-
nal. He held meetings in the dead of night and slept by day. Ministers and
investors were summoned to his base at a Conakry barracks, where bureau-
crats and businessmen in robes and suits mingled with soldiers in fatigues.
Dadis received visitors in a room hung with portraits of himself in heroic
poses.?’ He would scream in the faces of minions who had earned his ire.
Even those castigated in error were too scared to point out that the strong-
man had mistaken them for someone else. A showman, Dadis delighted in
upbraiding, live on television, foreign investors and diplomats he deemed
disrespectful. The performances became known as “The Dadis Show.”

The junta’s combustible leader was a stark contrast to the suave, cosmo-
politan investment banker who returned to Guinea to assume the powerful
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position of mining minister. Mahmoud Thiam was not the first member of
his family to run the gauntlet of holding government office under a despot:
when Thiam was five his father, a former head of Guinea’s foreign trade
bank, was named as finance minister, only to be caught up days later in
one of Sekou Touré’s purges. He was arrested, tortured, and killed.?! His
young son was taken into exile and wound up in the United States, where
he was granted citizenship. Bright and possessed of a winning charm, he
gained an economics degree from Cornell University and went into bank-
ing, rising through Wall Street. First with Merrill Lynch, then at the New
York office of the Swiss bank UBS, Thiam managed wealthy foreign cli-
ents’ fortunes and advised finance ministries and companies from Norway
to China to South Africa. He made enough money to donate $4,600 to
Barack Obama’s 2008 presidential campaign.**

Thiam was in his mid-forties by the time the new dispensation in Con-
akry gave him a reason to go home. He surveyed the horizons of Guinea’s
economy and decided to shake things up. Guinea relied on mining reve-
nues for 85 percent of its exports, but the government only made a pittance
from the country’s resources, which were under the control of some of the
most powerful figures in the industry. The mining ministry Thiam took
over was a warren of crumbling corridors whose occupants, though some-
times brilliant, were scarcely equipped to take on the multinationals’ armies
oflawyers. But Thiam knew the world of high finance and deal making. He
has a smooth bearing, enhanced by his shaven head and dapper suits, and
he was prepared to lock horns with the big beasts of the mining business.

Thiam’s first target was Rusal, the aluminum giant that mined Guin-
ea’s bauxite, and its Russian oligarch owner, Oleg Deripaska. Deripaska
had acquired a Guinean bauxite mine and refinery in a 2006 privatization.
Thiam claimed that the price Rusal paid had been a fraction of what the
assets were worth and that the sale was invalid—allegations that Rusal
disputed.”” When Rusal listed its shares amid much fanfare on the Hong
Kong stock exchange, Thiam demanded that part of the proceeds of Rus-
al’s share sale go to settle what Thiam claimed it owed the African nation,
which accounted for some 10 percent of the company’s worldwide bauxite
production. Once alleged environmental damage was included, the sum
Thiam sought exceeded a billion dollars.**
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Rusal refused to buckle, and the standoff dragged on. (Rusal refused
to accede to demands for money, and after Thiam and the junta had left
office, the company repaired its relations with Guinea’s government, an-
nouncing in 2014 that it had begun work on a new bauxite mine.*”) But this
was only one front in Thiam’s campaign. Like other senior Guinean offi-
cials, he bridled at what he saw as the condescension of the multinationals,
particularly the brash Australians from Rio Tinto. Rio had been happy to
tout Simandou as a prize asset when it fought off an attempted takeover by
BHP Billiton, but Guinea had been waiting more than a decade for Siman-
dou to start yielding its ore.

Thiam ratcheted up the pressure on Rio, threatening to strip it of more
of its rights if it failed to acknowledge that the northern half of the deposit,
which Conté had transferred to BSGR, had been legitimately confiscated.
(Thiam’s jousting with Rio would eventually prompt Henry Bellingham,
minister for Africa in David Cameron’s British government, to write to him
and three other senior ministers, lobbying for the company and warning
that any further action against London-listed Rio would “send a negative

signal to investors.”?%)

Thiam backed BSGR, arguing that having two sep-
arate projects to mine Simandou would ensure that the ore would finally
start to flow.

“We could be sitting on those reserves for another fifty years as we have
already for fifty years,” Thiam told me.?” Guinea, he noted drily, was not a
publicly traded company: unlike listed mining corporations such as Rio,
whose share prices benefited from undeveloped mineral reserves on their
books, the country gained nothing when its minerals sat in the ground.
“We only make money if and when we export iron ore. We have the richest
and most abundant iron ore on Earth, and we are still one of the poorest
countries.”

According to his enemies, Thiam also had less honorable motives. In a
2014 lawsuit Rio Tinto accused him of receiving a $200 million bribe—sub-
sequently revised to $100 million—from Beny Steinmetz to ensure that he
protected BSGR’s newly won claim to Simandou’s northern half.?® (Thiam
called Rio’s allegations “false, libelous, and borderline comical” and de-
scribed them as an attempt by the company “to divert attention from their
unwillingness to develop Simandou”; BSGR was similarly dismissive: “Rio
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Tinto chose to do nothing with its mining rights so the mining rights were
taken away. Baseless and bizarre lawsuits like this won’t change that fact.”*%)

Simandou was the country’s greatest prize, but it was many years away
from generating revenues, and the junta’s most pressing concern was to
bring in some ready money. Immediately after the coup Dadis had pledged
that he would organize elections, hand power to civilians, and take his boys
back to the barracks. But soon he was letting it be known that he planned
to renege on his promise not to stand as a candidate. Guinea’s isolation
deepened, and free-spending soldiers were rapidly depleting coffers that
cuts to aid following the coup had already depleted. “It was a question of
the survival of the economy,” Thiam told me later.*

One day in the middle of 2009, a few months into the job, Thiam was
having lunch when a fellow minister called, insisting that he abandon his
meal and come to the Novotel to meet some potential investors. Upon ar-
riving Thiam was introduced to a Chinese woman he had not met before.
She was Lo Fong-hung, Sam Pa’s cofounder of the Queensway Group.
Thiam was told that the Guinean ambassador to China had organized the
delegation’s visit. China Sonangol, the Queensway Group’s joint venture
with Angola’s state oil company, was raking in revenues from Angolan
crude sales, and Lo got Thiam’s attention with some sizable numbers.
“She told me how much money they could deploy,” Thiam recalled. “I
was a little skeptical, but I told them they were welcome to join, if you are
as big as you say you are.” Sam Pa turned up and introduced himself too.
After the meeting Thiam briefed Dadis on the encounter.

Thiam decided to run some checks on the prospective new investors,
whose major dealings to date had been in Angola. He knew Manuel Vicente
and Sonangol from his banking days; the two men were good friends.’’ He
challenged Pa and Lo: “If you are so close to Manuel Vicente, come back
with him.” Three days later, Thiam recalls, Vicente landed in Conakry on
a flight with Pa. Thiam took them to see Dadis. Pa promised the head
of Guinea’s junta that he would send some money forthwith. Within two
weeks about $30 million arrived, Thiam said. “It was a goodwill gesture to
show they were serious and capable.” Thiam told me the money was ear-
marked to fund improvements to Guinea’s water supply and to rent emer-
gency power generators. Even if it was indeed spent on such admirable
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endeavors, it would have freed up other funds for the junta to deploy or to
plunder.

When Thiam went to China shortly after his first meeting with Pa and
Lo in Conakry he was, like the Portuguese-Angolan tycoon Helder Bata-
glia before him, left with the distinct impression that they enjoyed high-
level connections to the Beijing authorities. “If they were not a govern-
ment entity, they definitely had strong backing and strong ties, given the
reception we got in China,” Thiam told me. “The level of clearances they
had to do things that are difficult in China, the facility they had in getting
people to see us [and] the military motorcade gave us the impression that
they were strongly connected.” Thiam was convinced. With his newfound
allies, he set up joint ventures between the Guinean state and Queensway
Group—registered not in Guinea but in Singapore, where China Interna-
tional Fund and China Sonangol had established headquarters as their in-
ternational reach grew—and started to hatch plans for Guinea’s minerals.

Thiam was jetting around, cutting deals like the investment banker he
was, accumulating allies and enemies and helping to keep the junta from
bankruptcy. One Monday in September 2009, nine months into his tenure
at the mining ministry, he caught a flight in Qatar. When he disembarked
in Paris he heard that Dadis had unleashed havoc.

Torrential rains poured down on Conakry on the morning of September
28, 2009. Among the tens of thousands of Guineans who made their way
to the national stadium the mood was a mixture of trepidation and jubila-
tion.”? The stadium lies halfway along a finger of land that juts out into the
Gulf of Guinea, not far from the capital’s ramshackle airport. Its previous
major spectacle had been June’s two-to-one victory for the national soccer
team over the visiting Malawians in a World Cup qualifier. Today some-
thing more feverish even than the west African passion for football was in
the air.

The opposition, comprised of assorted human rights groups, Conté-era
ministers, and agitators for democracy, had called a mass mobilization to
put pressure on Dadis to make good on his pledge to allow free elections
and make way for the victor. Despite halfa century of consecutive tyrannies
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under Ahmed Sekou Touré and Lansana Conté, Guineans saw a glimmer
of opportunity. The crowds thronged into the national stadium’s stands
and onto the pitch, chanting, “Liberté! Liberté!” They danced and sang
and prayed, cheering the arrival of opposition leaders. Gendarmes tried to
force the demonstrators to disperse outside the stadium, firing tear gas and
live rounds that killed at least two, but still the crowd massed inside. The
downpour delayed some would-be protesters en route to the stadium—
they were the lucky ones.

The chanting protesters were about to be taught a brutal lesson in the
remorseless logic of resource states. In lands where the state has been hol-
lowed out, ties of ethnicity form a strong bond in the ceaseless struggle
to capture the pot of resource rents. In Guinea Dadis was doubly in a mi-
nority. He was a Christian in a Muslim nation. And he and his inner circle
belonged to small ethnic groups from the forestiére region in the southeast
of the country. For those who owed ethnic allegiance to Dadis, his coup
offered a once-in-a-generation shot at prosperity and power, a chance for
a turn at the spout of the global economy that poured millions of dollars
into Guinea for its ores. Having seized their moment, Dadis and his clan
needed to protect their claim.

The day before their scheduled demonstration at the national stadium
opposition leaders received calls from the town of Forecariah, about
forty-four miles southeast of Conakry.”> They were told that buses full of
young men had left the town, bound for the capital. A few weeks earlier
residents of Forecariah had noticed some new arrivals. The young men
had forestiére accents; they came from Dadis country. The gendarmerie
academy outside Forecariah had been converted to a new use: training an
ethnic militia.

An Associated Press reporter who visited the area saw a dozen white
men 1n black uniforms with “instructor” written on the back. The ones
speaking Afrikaans were presumably members of the rough-and-ready
corps of white South African former soldiers who signed up as mercenar-
ies after apartheid and who are now to be found scattered across Africa,
guarding mines in Congo or attempting coups in Equatorial Guinea. Oth-
ers were conversing in Hebrew.

Israel has long exported the prowess of its armed forces. Security firms
and mercenaries with ties to the Israeli Defence Forces conduct freelance
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assignments abroad. One of the highest-profile private security firms to
emerge from the Israeli military, Global CST, was founded in 2006 by Israel
Ziv, a retired major general who had commanded Israel’s paratroops and
the military’s Gaza division.’® Global CST’s website offers “tailor-made
unique solutions for every single client,” but in Colombia, where it won a
contract to help the government’s campaign against leftist rebels, a US dip-
lomat concluded that “its proposals seem designed more to support Israeli
equipment and services sales than to meet in-country needs.””> When Da-
dis took power in Guinea Ziv saw a man with whom he could do business.

A compatriot who had lived in Conakry for years, Victor Kenan, assisted
Ziv’s entry to Guinea. A tall, wiry, and well-connected diamond dealer who
traveled around Conakry in luxury vehicles with tinted windows, Kenan
worked as a fixer for Israeli companies coming to Guinea. “He’s a middle-
man for many Israeli companies for security—dark ones and good ones,”
one of his associates told me. “Kenan at the time of the military was very
strong.” When Dadis decided he wanted to stack the presidential guard
with members of his ethnic group and sharpen their combat skills, Kenan
was at hand to help arrange matters. Ziv then came to Conakry, and Global
CST was awarded a $10 million contract. The precise details of the work
the company did in Guinea—and the extent to which it knew the purpose
to which its services would ultimately be put—are still not clear, however.
By some accounts it provided training for Dadis’s ethnic militia. By oth-
ers it also sold the junta military materiel.”® “The contract evolved into
training a professional presidential security detail,” Thiam told me. “The
people in charge of the recruitment were close to Dadis and from his ethnic
group and loaded the ranks with an overwhelming number of men from
their region.”*’

Dadis’s personal army took shape, a combination of the presidential
guard and irregulars trained in the bush. The force had a clear enemy.
The biggest ethnic group in Guinea, accounting for about 40 percent of
the population and dwarfing Dadis’s people, is known in French as the
Peul. Its members belong to the broad, largely Islamic Fulani grouping
that stretches across to northern Nigeria. Many of the demonstrators who
gathered at the national stadium were Peul, as was Cellou Dalein Diallo,
the opposition leader regarded as the favorite to win an election if Dadis
agreed to stand aside.
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The first sign the protesters had of what was about to befall them was
the volley of teargas that announced the presence of a contingent of police,
soldiers, and militiamen, several hundred strong, who had surrounded the
stadium. Just after noon members of the presidential guard, wearing the
trademark red berets matching their ruler’s, led the way through the main
entrance, at the command of Dadis’s chief bodyguard.

Packed into the stadium, the unarmed demonstrators were fish in a bar-
rel. Bullets ripped into their bodies. Some were trampled to death in the
stampede to escape. Others survived by hiding for hours in the stadium’s
changing rooms, listening to the screams outside. Dozens of women were
raped in public, some dragged away to be kept for days as sex slaves. Be-
tween being raped for a first and second time on the pitch, one woman
turned to see the red beret who had just violated her friend shoot his vic-
tim in the head at point-blank range. At least 156 people were killed, and
more than 1,000 injured. Dadis’s loyalists, perceiving them as the main
threat to his power, singled out the Peul, as well as anyone who shared
the lighter skin tone for which the Peul are known.”® “We’re tired of your
tricks,” presidential guards told one young woman as they gang-raped her.
“We’re going to finish all the Peul.”*

Researchers from Human Rights Watch, who compiled a comprehen-
sive account of the massacre, concluded that the atrocities were “organized
and premeditated.” World powers cast the junta into the wilderness. The
Economic Community of West African States (Ecowas) declared an arms
embargo, and the European Union imposed sanctions on a few dozen
senior members of the junta and its civilian government, including Mah-
moud Thiam.

Thiam returned from his trip to Paris to “a very tense and fragile situ-
ation” in Conakry. He recalled that he and a small group of senior minis-
ters and soldiers had to keep a round-the-clock watch on Dadis “because
hawkish and panicking soldiers and officers constantly gave him alarmist
false reports of ethnic rebels, mercenaries, and foreign troops invading. If
we were not there to diffuse the situation, a civilian massacre could have

started at any moment.”*

When I called Thiam a few days after the bloodshed at the national
stadium he sounded rattled and said he wasn’t comfortable discussing
the massacre. He was, however, happy to talk about the latest deal he had
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struck. Guinea might have become an international pariah, but there were
still those ready and willing to do business with the junta.

Thiam’s talks with Sam Pa and Lo Fong-hung had come to fruition. In
the coming days, Thiam told me, the Queensway Group, through China
International Fund, would announce joint ventures with the Guinean state
that would undertake projects in mining, energy, and infrastructure. The
whole package would be worth $7 billion, equivalent to one and a half
times the size of Guinea’s economy. China International Fund was to be
paid for the infrastructure projects with revenues from mining concessions
the government would grant it. Manuel Vicente’s ties to the Queensway
Group and to Mahmoud Thiam were rewarded too: China Sonangol, 30
percent owned by the Angolan state oil group that Vicente headed, would
receive rights to two-thirds of Guinea’s offshore acreage, where the po-
tential for oil had greatly increased following recent finds in neighboring
waters.

Thiam rattled off a shopping list of laudable programs to be undertaken:
“lower-income and middle-income housing, an airline, et cetera, et cetera.”
But the deal’s most notable effect was to throw a lifeline to Dadis’s junta,
which faced financial asphyxiation through the sanctions that followed the
massacre. The agreement, which a top official from a previous government
described to me as “rapid and unorthodox,” was signed on October 10,
twelve days after the massacre. A November 19 cable from the US embassy
in Paris expressing fears about arms shipments and the South African and
Israeli trainers helping Dadis to hone his fighting forces noted “the signif-
icant funds that are available to the junta, including the $100 million-plus
‘security deposit’ from the Chinese International Fund (CIF).”*!

Thiam confirmed to me later that the Queensway Group had indeed
moved $100 million into Guinea in the junta’s hour of need: $50 million to
be used for the first projects envisioned under its $7 billion deal and an-
other $50 million to be deposited at the central bank to prop up Guinea’s
quickly dwindling reserves of foreign currency.* I got hold of the confi-
dential documents setting out the deal, which revealed that the Queens-
way Group had agreed to transfer cash to the junta by immediately buying
some of Guinea’s shares in the Singapore-based joint venture they had
formed. It had also provided a $3.3 million loan to fund an audit of the
bauxite mining operations of Oleg Deripaska’s Rusal, which Thiam would
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use 1n his efforts to squeeze some money out of the Russian oligarch, with a
stipulation that China Sonangol would get a 2 percent cut of any proceeds
that Rusal agreed to pay Guinea.* (Rusal contested Thiam’s allegations,
and in 2014 an international tribunal ruled in the company’s favor.**)

Foreign powers heaped opprobrium on Dadis, but the combined effects
of terrifying violence at home and resource-industry deal making abroad
were keeping his junta intact. Then, one Thursday evening in December
2009, as his reign approached its first anniversary, Dadis’s bodyguard shot
him in the head.

Lieutenant Aboubacar Diakité, known as Toumba, had scarcely left Da-
dis’s side since he took power. A fellow young officer, he served as chief
bodyguard, aide-de-camp, and commander of the red berets, the elite pres-
idential guard whose ranks were swelling with recruits from Dadis’s tribe.
On the day of the massacre Toumba had led the rampaging troops into
the stadium. A witness said Toumba had declared, as he opened fire on
the demonstrators, “I want no survivors. Kill them all. They think we have
a democracy here.”* In the aftermath of the slaughter at the stadium the
prosecutor of the International Criminal Court opened a file on the massa-
cre. A UN commission of investigation arrived in Guinea to piece together
what had happened and who was responsible. Toumba began to suspect
that Dadis was maneuvering to put the blame for the atrocities solely on
him.*® On December 3, while he and Dadis were at a barracks on Conakry,
Toumba aimed and fired.

The bullet struck Dadis in the head, but the man who had spilt so much
blood at the national stadium would be denied another scalp: the injuries
were not fatal. Dadis was evacuated for treatment in Morocco and remained
in exile. Toumba fled into hiding. The junta’s deputy leader, an imposing
senior officer, took over and promised to give power back to the people.

If the giant cake reminded any of the luminaries present of Marie Antoi-
nette, they didn’t let on. Decked out in the national colors of red, green,
and gold, the confection had been baked to celebrate the launch of Guin-
ea’s flag carrier, a new airline to replace the one that had gone bust a de-
cade earlier. Ministers and businessmen who had gathered in a function
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room of the Novotel in Conakry chatted and applauded. It was a moment
for patriotic self-congratulation. Guinea was still a case study in depriva-
tion, but the ruling class had restored a little pride by resurrecting the na-
tional airline. There were speeches and a buffet. The German-Egyptian
pilot, an alumnus of Thomas Cook Airlines who had been brought in as
chief executive of Air Guinée International, said a few words. So did the
minister of transport. Although the new carrier’s fleet of Airbus Ag20s had
been delayed by a few months, the minister explained, miniature replicas
had been produced to allow the launch party to go ahead.

Six months after the attempted assassination that had forced Dadis into
exile the first competitive elections in Guinea’s history were days away, and
only civilians would be competing. The frontrunners had all pledged to
scrutinize—and perhaps rip up—the business deals the junta had struck.
Nonetheless, at the gathering at the Novotel there was a certain confidence
among the officials and investors who had thrown in their lot with the
men in uniform. Mahmoud Thiam looked assured as he worked the room.
So did another man, who preferred to stay on the sidelines: Jack Cheung
Chun Fai, the representative of China International Fund, the airline’s fi-
nancial backer.

Like other companies hoping to protect their interests once the military
yielded the presidency to an elected leader, the Queensway Group had
been hedging its bets. The wife of one of the most fancied candidates in the
election, Cellou Dalein Diallo, had been appointed deputy chief executive
of Air Guinée International.*” China International Fund had made a start
on other infrastructure projects that were the quid pro quo of its mining
rights, commencing the construction of two power plants and shipping
in rolling stock for a railway.*® Even as its designs on Guinea’s minerals
were taking shape, the group said little in public (much like Jack Cheung,
who refused to answer my questions when I approached him at the airline
launch). A mining executive at another company with interests in Guinea
described China International Fund as a “ghost.”

Thiam was planning to head back to New York once a civilian president
was sworn in. Reclining on a sofa beneath the high ceilings of his grace-
and-favor ministerial apartment, he was content with his tumultuous eigh-
teen months in office. He told me he had set projects in motion that would
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turn Guinea into the world’s biggest iron ore exporter within a decade.
Added to its status as a major source of bauxite, that would make Guinea
a lynchpin of the global industrial economy. Thiam’s work was complete:
“Nothing that we have done is reversible.”*’

Down below on the streets of Conakry, popular expectations that the
vote would transform Guineans’ miserable lot were running preposter-
ously high. “Everything will change,” Rafiu Diallo, a twenty-one-year-old
selling secondhand shoes by the roadside, told me breathlessly. “Govern-
ment will change; life will change. We will sell more shoes; people will
have more money,” he said, vigorously buffing a pair of cheap heels. Di-
allo confidently predicted that a civilian government would be good for
business, allowing him to increase his daily turnover from its current level
of 25,000 Guinean francs, or about $4. More importantly Guinea’s rulers
would henceforth be answerable to Guinea’s people, Diallo believed. “It

will be a government of our will.”

When I met Alpha Condé at a hotel in Paris in November 2013 he was
halfway through his term as Guinea’s elected president. Condé had spent
long stretches of his adult life in France, including a stint as a law profes-
sor at the Sorbonne, in self-imposed exile from his homeland, where he
had agitated first for independence then against successive tyrants. Sekou
Touré sentenced him to death in absentia; after Condé went home Lan-
sana Conté had slung him in jail. Now seventy-five, he was back in France
as president and squeezing in an interview with me between meetings with
French ministers, a sign of Guinea’s readmission to the international fold.

Condé had surprising energy for his age. His aides told stories of be-
ing left dripping with sweat trying to keep up with him on walkabouts
in Conakry. But the presidency was a heavy burden. Between posing for
photographs, he shifted from foot to foot, his expression brightening only
when the conversation turned briefly to football. (France had scraped
through to World Cup qualification that week; Guinea had long since been
eliminated.)

Before the presidency Condé had never held government office. His
supporters did not doubt his sincerity but conceded that, at first, he was
out of his depth. His opponents were still questioning his election victory.
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The shambolic polls had produced no clear winner in the first round, and
after long delays, during which rivals’ supporters traded blows and alle-
gations of foul play, Condé, a Malinke, came from a long way behind to
beat Diallo in the runoff, dashing Peul hopes of victory for their candidate.
Foreign election observers gave the vote a cautious blessing, and in De-
cember 2010, fifty-two years, two months, and nineteen days after Guinea’s
declaration of independence, Condé was sworn in.

Condé’s task was fraught with peril. The dangers of his efforts to reform
a military that had grown accustomed to being above the law became ap-
parent six months into his presidency, when renegade soldiers attacked
his private residence with rocket-propelled grenades.”® He won debt re-
lief from Guinea’s international creditors, brought down inflation, and
attracted investors, but the poverty of a resource state is not overturned
in a couple of years. He had some influential foreign friends—George So-
ros, the Hungarian-born billionaire hedge fund manager and philanthro-
pist, and Tony Blair, the former British prime minister, were among his
advisers—but at home Guinea’s ethnic divisions remained wide, periodi-
cally erupting into clashes. Some of the high hopes that the new president
would change the way business is done in Guinea, especially in the mining
sector, diminished as his term drew on. Condé had pledged to break with
the corruption of the past, but new scandals emerged on his watch.”!

Condé€’s biggest battle, at least in terms of the sums of money involved
and the corporate firepower of those he antagonized, was over Guinea’s
minerals. Inheriting a country ranked among the world’s most corrupt,
Condé espoused a philosophy promoted by one of his advisers, George
Soros, who was among the most prominent advocates of “transparency”
in the oil and mining industries—the theory that publishing contracts
and revenues would reduce corruption and raise the state’s accountabil-
ity. Guinea’s $7 billion oil, mining, and infrastructure agreement with the
Queensway Group was quietly ditched. The president appointed an in-
quiry to review mining deals struck under past dictatorships. One deal in
particular would pitch Condé into a struggle between some of the most
powerful forces in the resources business.

In the final months of the junta’s rule BSGR had struck a sensational
deal. Even by the standards of Beny Steinmetz, it was the deal of a lifetime.
BSGR reached an agreement to sell to Vale, the Brazilian group that mines
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more iron ore than any other company, a 51 percent share in BSGR’s Guin-
ean assets, which included the northern half of the bounteous deposit at
Simandou—for $2.5 billion. BSGR had paid nothing for its mining rights
(companies typically promise to invest to bring the seams into production
and pay taxes on royalties on them rather than paying fees at the outset)
and had spent, according to the company’s public statements, $160 million
on preliminary work on its prospects. Vale paid $500 million up front for
its stake, immediately securing for BSGR close to a threefold return on
its investment. The balance was due to follow as targets were met. One
long-serving expatriate in the Guinean mining game shook his head in
envy over a beer in downtown Conakry and declared that Steinmetz had
won “the jackpot.”

Mahmoud Thiam had sanctioned the deal, but Alpha Condé’s new gov-
ernment suspected something was awry in the way BSGR had acquired its
mining rights in the first place. It instructed Vale and BSGR to suspend
work and hired Scott Horton, an experienced lawyer from the US law firm
DLA Piper who specialized in investigating corruption and human rights
abuses, to look into BSGR’s activities. Horton and his team compiled
a dossier, including an account of what the investigators thought was a
scheme to bribe the old dictator’s wife, Mamadie Touré. In October 2012
the chairman of Guinea’s inquiry into past mining deals wrote to BSGR,
laying out the accusations and inviting the company to respond.

BSGR launched a counterattack. A tussle over a remote stretch of west
African mountainside became a war of words—and writs—between some
of the most illustrious members of the global elite. BSGR’s representatives
depicted a nimble, daring company that would have delivered a windfall
for the Guinean people had the government not decided to confiscate its
assets illicitly. The company had not been corrupt, merely fortunate, it ar-
gued. “It’s roulette,” Steinmetz said of the mining business in an interview.
Companies that are prepared to gamble and work hard sometimes “get
lucky.”>

BSGR maintained that it was the victim of a conspiracy orchestrated by,
among others, George Soros, who in addition to being an adviser to Condé,
was also a major donor to Revenue Watch, a transparency organization
that was assisting Guinea with its mining reforms; Soros also gave money
to the anticorruption group Global Witness, which published reports on
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the bribery allegations. The result, BSGR’s representatives claimed, was
“a coordinated but crude smear campaign.” Beny Steinmetz sued the
public relations firm FTT Consulting, which had dropped BSGR as a cli-
ent after the corruption allegations came out, and its chairman for Europe,
Middle East, and Africa, the British peer Mark Malloch-Brown, accusing
him of being in league with Soros, for whom Malloch-Brown had once
worked. The case was settled out of court.”

BSGR retained the London law firm Mishcon de Reya as well as Pow-
erscourt, a London public relations company founded by Rory Godson, a
former business editor of the Sunday Times, to take the fight to its critics—
with Alpha Condé firmly in their sights. His government, BSGR’s repre-
sentatives said, was “illegitimate,” a “discredited regime.”” The inquiry
into past contracts “defied all notions of due process.” (Mahmoud Thiam
called the probe a “witch hunt” that served only to stymie investment and
claimed that private investigators had been going through his bins.?®) The
contracts purporting to set out the bribes to be paid to Mamadie Touré
were fakes, BSGR said, and it had been “the victim of numerous extortion
attempts by individuals who were seeking economic gains” involving “the
use of forged documentation, blackmail and harassment.” (When in 2014
I asked BSGR to provide details of the alleged extortion, it declined to do
so.) In short, the company said, “BSGR is confident that its activities and
position in Guinea will be fully vindicated.”’

Alpha Condé was determined to stay the course. “It’s not easy,” he told
me in Paris. “With fifty years of misrule, of corruption, bad habits have set
in. Habits built up over fifty years are not changed in two or three days.
Time is also against us: the people are impatient. They want to see some-
thing concrete.” I suggested to him that Guinea was being used as a labora-
tory for transparency in mining, an admirable notion if fully implemented
but one that ran counter to the secrecy that companies and resource-rich
governments had long cherished. “That exposes me to a great deal of risk,
politically and personally,” Condé replied. “But in life you have to take

risks.”?8

What Frederic Cilins had not known when he sat down with Mamadie
Touré in April 2013 to try to persuade her to destroy the contracts
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promising her cash and shares for helping BSGR and to catch a plane out
of the United States was that the FBI was listening in. When she arrived in
Florida following Lansana Conté’s death, the dictator’s widow had bought
what Americans disparagingly call a “McMansion,” a luxurious residence
built with more grandeur than taste.”® Once Alpha Condé took power, the
mvestigation he launched into how BSGR had won its rights followed the
trail to her doorstep. The investigators whom Guinea’s new government
had hired to conduct the probe shared what they had discovered with US
prosecutors, who, in early 2013, convened a grand jury and pressed ahead
with their own investigation.

When FBI agents confronted Touré, her options were stark: deny every-
thing and face jail if she were convicted or give the FBI what it wanted in
the hope of being granted immunity or at least a reduced sentence. When
Cilins got in touch Touré agreed for her phone to be tapped; when she
went to meet him at Jacksonville airport she was wearing a wire and FBI
agents were discreetly watching. When they had heard what they needed
to, one of them walked over to the Frenchman and arrested him. He spent
the next year in jail and was moved to New York, where the grand jury was
sitting to assess the merits of issuing corruption and money laundering in-
dictments connected to BSGR’s activities in Guinea. A judge granted him
permission to conduct forensic tests on the contracts that his lawyers, like
BSGR, claimed were fakes, but then, in March 2014, three weeks before he
was due to go on trial, Cilins pleaded guilty to obstruction of justice.”’ In
July he was sentenced to two years in prison, including time served. He
was fined $75,000, and he forfeited the $20,000 he was carrying when he
was arrested.®!

The investigation into BSGR’s Guinean dealings spread across three
continents. The company is registered in Guernsey, but its directors and
executives operate out of offices in Mayfair and Geneva, where Steinmetz
lives. Prosecutors in Switzerland responded to a request for legal cooper-
ation from Guinea and then opened their own investigation. They inter-
viewed Beny Steinmetz twice; Swiss police searched his house and private
jet and raided offices connected with BSGR. At the time of writing neither
BSGR nor Steinmetz has been charged either in the United States or in
Switzerland (or, for that matter, anywhere else). In a one-line statement
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after Cilins—who, as they emphasized, had worked with BSGR as an in-
termediary, not an employee—pleaded guilty their representatives said,
“As we have been saying all along, no one at BSGR has done anything
wrong.”%?

Steinmetz’s representatives say that he is only formally an adviser to the
company that bears his initials and of which, through complex layers of
trusts and offshore companies, he is the main financial beneficiary.”’ But,
as documents published by Guinea’s mining inquiry indicated, Steinmetz
played more than an advisory role in Guinea.

In a sworn statement submitted to the Guinean inquiry Mamadie Touré
said Steinmetz had attended meetings, including one in June 2007, that
she arranged between her husband and other emissaries from BSGR, had
discussed her lobbying efforts with her, and had been personally involved
in striking the agreements under which she would be given cash and shares
as areward for helping the company.®* BSGR denounced her account as “a
wholly incredible and unsupported version of events related by a witness
who has sought to extort money from BSGR in the past” but declined,
when I asked the company for more details, to elaborate on the alleged
extortion.”” In April 2014 a person close to the company, who declined to
be named, called to tell me, “Beny Steinmetz looks forward to proving with
passports and other evidence that he never set foot in Guinea until 2008.”
That contradicted references in Touré’s statement to meetings earlier than
2008. (Steinmetz’s representatives declined to elaborate on what he did in
Guinea in 2008.)

There were other suggestions of Steinmetz’s involvement. During one
of Frederic Cilins’s taped conversations with Mamadie Touré he said the
details of how much money he could offer her to destroy the evidence had
been “given to me directly by Number One, I don’t even want to give his
name.” When Touré asked who he meant, Cilins whispered, “Beny.” Cil-
ins said he had been to see Steinmetz before coming to Florida and that
Steinmetz had told him, “Do what you want, but I want you to tell me . ..
‘It’s over. There are no more documents.””% In 2014, after Guinea’s mining
inquiry published its findings, I asked BSGR’s representatives about this
account of events that Cilins unwittingly gave to the FBL. They declined to
answer my questions, as did Cilins’s lawyer.
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In east Africa they have a saying: “When elephants fight, the grass gets
trampled.” The big beasts of the mining industry as well as its own Big
Men have thoroughly trampled Guinea. In April 2014 Alpha Condé’s
government canceled BSGR’s rights after the two-year inquiry into past
mining deals concluded that there was “precise and consistent evidence
establishing with sufficient certainty the existence of corrupt practices” in
the way the company had won them.®” That prompted the elephants to
stampede.

Echoing Cobalt International Energy’s protestations of ignorance over
the Angolan officials’ concealed stake in its oil venture, Vale’s head office
in Rio de Janeiro put out a statement saying that the company had struck
its deal with BSGR “after the completion of extensive due diligence con-
ducted by outside professional advisors and on the basis of representations
that BSGR had obtained its mining rights lawfully and without any cor-
rupt or improper promises or payments.”®® With the rights that Vale held
jointly with BSGR annulled, one of the foremost deals in Brazil’s thrust
mto Africa—which, like India’s, generated fewer headlines than the Chi-
nese advance but was nonetheless a concerted effort to secure oil, minerals,
and markets—was in tatters. Vale had paid BSGR the initial $500 million
fee for its stake but had withheld the outstanding $2 billion. Nonetheless,
factoring in the money it had spent working on the project, Vale had lost
$1.1 billion.

While Guinea battled the early stages of an outbreak of the deadly Ebola
virus in April 2014 the battle for Simandou moved to courtrooms in far-off
lands. Vale declared that it was “actively considering its legal rights and
options” after BSGR had assured it that there had been nothing remiss
about the way it had won its rights. BSGR hauled Guinea to international
arbitration. And Rio Tinto filed a lawsuit in New York against Vale, Beny
Steinmetz, BSGR, Mahmoud Thiam, Frederic Cilins, Mamadie Touré,
and others, accusing them all of complicity in a conspiracy stretching back
to 2008 to “steal” the northern half of Simandou. Rio said the racket had
cost it billions of dollars and demanded damages. At the time of writing, no
defenses had been filed, but BSGR, Steinmetz, and Thiam strongly denied
the allegations, and Vale stressed that it had been cleared of wrongdoing by
Guinea’s inquiry.”
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All the while Guinea’s most valuable national asset remained stuck un-
der a mountain, with the railway to carry the ore across the country un-
laid and the port to ship it off to the steel mills of the world unbuilt. As
billions of dollars changed hands among the titans of the mining industry,
Guinea (annual budget: $1.5 billion) had nothing to show for being the
place where the ore actually lay.

Guinea has made some money from Simandou—the $700 million that
Rio Tinto paid the government after Alpha Condé took office to settle “the
resolution of all outstanding issues” pertaining to its remaining half of the
deposit and to secure exemption from Guinea’s mining review “or any fu-
ture reviews.”’" The sum was equivalent to half of the $1.35 billion that
Chinalco, one of China’s biggest state-owned mining houses, had agreed
to pay Rio for a stake in its portion of Simandou a year earlier, while the
junta was still in power.”!

When it settled with Guinea, Rio promised to bring a mine into pro-
duction by 2015. But the deadline slipped and slipped again. The mining
giants appeared more determined to plant their flag in the mountain than
to mine it. Vale and Rio already controlled the world’s two most important
stocks of iron ore—in Brazil and Australia, respectively—and a rush of new
ore onto the market from Simandou could bring down prices and make
those other projects less lucrative. At the same time, although building a
mine and the required infrastructure might cost a forbidding $20 billion,
neither of the iron ore trade’s two great rivals wanted to cede control of the
mountain to the other. At the time of writing, with iron ore prices falling,
few expected mining to start at Simandou much before the end of the de-
cade, if then.

After Guinea’s inquiry found that it was not “likely” that Vale had par-
ticipated in corruption, it recommended that only BSGR—not Vale—be
banned from bidding when the rights to the northern half of Simandou
were made available again.”® That left both Rio and Vale free to bid, along-
side any other mining house that wanted to join the fray. “This 1s a battle
to the death for control of Simandou, with the clear understanding that the
firm that controls it also has a dominant position in the iron industry for
a generation to come,” someone close to Alpha Condé’s government told
me when Rio Tinto filed its lawsuit against Vale. “This suit can only be
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understood in the context of that struggle—over the future of Simandou,
not really over history.”

Even if Simandou goes into production and starts to generate billions
of dollars in government revenue, it is dangerous to assume that a flood of
resource rent would be a panacea for Guinea. Elsewhere such rents have
proved ruinous. The Guinean government’s 2012 economic policy blue-
print, agreed with the International Monetary Fund shortly before Guin-
ea’s creditors forgave $2.1 billion of debt, warned of “the adverse impact
the rapid development of the mining sector could have on the other sectors
of the economy through the ‘Dutch disease’ syndrome.””> Harry Snoek,
the Guinea mission chief for the IMF—who was, as a Dutchman, well
aware of the damage that his country’s eponymous economic malady can
do—told me, “Like the rest of the region, it’s going to be a major challenge
for Guinea to benefit from these resources.””*

The elephants of the mining and oil industries have stomped on Africa
since long before independence. Since the turn of the century a new beast
has entered the arena. It came with a promise to muscle out the old colo-
nial herd, to beat a new trail out of enslavement to natural resources. But
if you are grass in the path of powerful creatures, it makes precious little
difference which feet are doing the trampling.
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A Bridge to Beyjing

IGER’S PRESIDENTIAL PALACE lies on a leafy boulevard in Niamey, the
Ncapital of the world’s poorest country, not far from where the River
Niger snakes beneath bridges trod by nomads and their lolloping camels.
By day the desert sun scorches the city. By night the only light on the sandy
backstreets comes from gas lamps and fluttering candles. On the morning
of February 18, 2010, President Mamadou Tandja received his ministers
at the palace for the weekly cabinet meeting. There was much to discuss.
Hunger was once again stalking this landlocked nation on the arid south-
ern fringe of the Sahara. But that was not the main reason why the mood
in Niger was tense. Tandja, a shepherd’s son and former army colonel, had
been the first president in Niger’s history to have won successive elections,
quite a feat in a country with a knack for coups. But of late his attach-
ment to democracy had waned. His term in office should have expired two
months earlier, yet he showed no sign of departing.

The first signs that Tandja was heading in the direction of west Afri-
ca’s pantheon of autocrats had come in late 2008 at a ceremony to lay the
foundations for the country’s first oil refinery. A band of Tandja support-
ers staged a demonstration demanding that he extend his rule beyond its
constitutional limit. The partisans wore T-shirts bearing the president’s
face and emblazoned with a single word in Hausa: fazartché—continu-
ity. More rallies followed, ostensibly spontaneous and driven by popu-
lar sentiment but also attended by senior allies of the president. Tandja
declared that the people had spoken. He had work to do, and this was
no time to leave office. When Niger’s constitutional court ruled that the
president was acting illegally, he ignored the justices. When they persisted
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in opposing him, he dissolved the court. The national assembly objected
to his plans for a referendum on a new constitution without term limits, so
he dissolved that too and began to rule by decree. An opposition boycott
of the referendum, held in August 2009, meant Tandja recorded an over-
whelming victory.

International condemnation rained down. The regional bloc, Ecowas, is
hardly a club of democrats, but it tends to draw the line at the overt accu-
mulation of untrammeled power. Niger’s membership was suspended. Do-
nors cut aid. France led Western powers in their outcry. Bernard Kouch-
ner, the French foreign minister, declared that “it is necessary to respect
and return to the constitutional order.”’

Few argued with the sentiment, but France had an ulterior motive for
condemning Tandja. He had thumbed his nose at Niger’s former co-
lonial master. For decades France had enjoyed a de facto monopoly on
the stuff that makes Niger a place of strategic importance—its uranium.
France consumes more uranium than any country apart from the United
States. Nuclear power stations supply three-quarters of France’s electric-
ity. Areva, the French state-owned atomic energy group, held sway over
the stretches of northern Niger under which lie some of the planet’s richest
seams of uranium. Areva mines about a third of its uranium in Niger, with
the rest coming from Canada and Kazakhstan. It is the world’s biggest nu-
clear company, and its annual revenues are twice Niger’s gross domestic
product. But Tandja had taken it on, breaking Areva’s monopoly, driving
a harder bargain, and handing uranium permits to companies from half a
dozen other countries. The relationship soured to the point that Areva was
accused of colluding with the Tuareg rebels of the North, and two of its
employees were ejected from the country.

To break with France so brazenly, Tandja needed an alternative
ally among the world powers. He found one in the country with the
fastest-growing nuclear industry: China.

In return for permits to dig for uranium and rights to drill Niger’s pre-
viously untapped reservoirs of oil, China furnished Tandja with the means
to indulge his authoritarian streak. Of the $56 million that Sino-U, China’s
answer to Areva, paid for its license to mine uranium in Niger, $47 million
was spent on arms to suppress the Tuareg rebels, according to Ali Idrissa,



A BRIDGE TO BEIJING 133

a local anticorruption activist.” A far greater sum—$300 million—arrived
in the form of a signature payment when Tandja granted China National
Petroleum Corporation, China’s second giant national oil company along-
side Sinopec, rights to develop an oil block that Western companies had
spurned. “It was because Tandja had Chinese money that he felt he could
mock the EU, Ecowas, the US,” Mohamed Bazoum, a leading member of
the political opposition to Tandja, told me.? “He wanted to be the king of
Niger.” There were other sources of funds too. During Tandja’s decade
in power, an inquiry would later find, $180 million vanished from Niger’s
state coffers through embezzlement and corruption.*

Tandja steamrolled the institutions designed to check the president’s
powers, caring little for the discontent that was brewing on the streets and
in the barracks. But if he thought having China in his corner meant Beijing
would help in his hour of need, he was mistaken. His cabinet meeting was
in session when the shooting started. Soon a plume of smoke was rising
from the presidential palace. At least three people lay dead.” A band of
rebel soldiers had secured the palace and taken Tandja and his ministers
captive.

The military coup against Tandja deepened fears in Africa that China’s
competition with the old powers for the continent’s resources was giv-
ing rise to a new and ruinous rivalry like that of the Cold War, which had
allowed dictators to play Communist and capitalist suitors against one
another.

This, however, was a coup—and a rivalry—with roots not in ideology
but in the pursuit of economic interests, specifically control of natural re-
sources. Perhaps it was always this way. In Angola the Cold War at times
looked more like some ultraviolent version of Alice in Wonderland, with
Cuban troops fighting to protect oil facilities run by an American com-
pany, the revenue from which sustained a Communist government whose
rebel opponents enjoyed the support of Washington and its ally, apart-
heid South Africa.® Now, however, Beijing was offering Niger and other
African states a genuinely new bargain: infrastructure without interfer-
ence. China proposed to build roads and ports and refineries on a scale
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scarcely countenanced by the European colonizers or the cold warriors.
In exchange it sought not allegiance to a creed so much as access to oil,
minerals, and markets.

For a country like Niger, such an offer was tempting. Uranium may be the
only commodity to rival oil for strategic import, both for its use in nuclear
energy and in nuclear weapons, but you cannot eat it. When I arrived in
Niger in the wake of the coup, after passing through the smuggling domain
of Dahiru Mangal in northern Nigeria with its godforsaken border post, I
visited the feeding stations of the south. Poor rains and a rise in food prices
had consigned millions to the latest of Niger’s periodic bouts of starvation.
One impossibly spindly three-year-old I encountered, his skin tight over
his skeleton as he stared at the ceiling from his bed, weighed about half as
much as he should have. Had he been made of uranium ore, he would have
been worth $700. Instead, he looked certain to end up among the one in
eight Nigerien children who die before the age of five. As in eastern Congo,
the emaciated youngsters were a silent—or softly whimpering—rebuke to
the presence of great natural wealth beside the most basic failures to sus-
tain human life.

Faced with such deprivation, the prospect of massive Chinese invest-
ment to spur the development of a more robust economy was enticing—all
the more so when there was next to nothing to show for decades of West-
ern imperial domination and postcolonial commercial exploitation.

Audiences with Chinese emissaries to Africa are rare, but I had a hunch
that Bejjing’s man in Niamey might be keen to speak out, given that the
abrupt end to Tandja’s rule threatened China’s newfound access to Nige-
rien uranium and crude. I was shown into a well-appointed meeting room
in the Chinese embassy, a refuge from the intense heat outside. Inside was
a wall-length painting of the Three Gorges, the site of the hydroelectric
dam that produces almost as much electricity as the whole of sub-Saharan
Africa, excluding South Africa. It might have been an advertisement for the
enormity of what the most populous nation could offer the most impover-
ished continent.

In strode Xia Huang, a graceful, assured man who had previously been
posted in Paris and spoke impeccable French. The ambassador chose his
words with care, but his message was clear. “There has been exploitation
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of uranium in this country for nearly forty years,” Xia said.” “But when
one sees that the direct receipts from uranium are more or less equivalent
to those from the export of onions each year, there’s a problem. Uranium
1s a strategic energy resource, very important. When one sees this equa-
tion, there’s a big problem. China’s presence here, on this continent, the
fact that China is engaged in exploration projects, in production projects,
in projects of transformation—that gives another option to African coun-
tries.” Did he mean that China was proffering an alternative to what the
West offered, I asked. The diplomat chuckled, wary of departing too far
from the script that depicts China’s rise as unthreatening to the old pow-
ers. “No, I'm just saying ‘another option’: perhaps a more lucrative option,
a more profitable option for their economic development and their social
progress.”

China, Xia said, was providing Niger and other African countries a
route to true economic progress. Rather than continually being reduced
to haggling over the terms at which foreigners carried off their natural re-
sources, these countries could begin to industrialize, using Chinese-built
infrastructure as the bedrock for their own manufacturing base—in other
words, an antidote to Dutch Disease. “Industrialization,” the ambassador
declared, “is an unavoidable step for this country to emerge from poverty.”

The Chinese message was not lost on the Nigeriens. Although there
were the same complaints that followed Chinese companies around
Africa—that they imported their own labor or, when they employed locals,
did so for poor pay and in poor conditions—there were also tangible signs
that China was turning its promises into bricks and mortar in Niger. Under
Tandja the Chinese had built a second bridge over the River Niger and a
hydroelectric dam to harness its power, and Chinese state companies had
launched a $5 billion project to drill Niger’s first crude from the Agadem
oil block and construct Niger’s first refinery, improbably turning a land-
locked zone of penury into one of the few west African countries able to
start to move away from the economic lunacy of exporting crude while
shipping in refined petroleum products or relying on bootleg fuel.

There was a frisson of excitement that, at last, someone was inter-
ested in doing more than agreeing to fund a few token community proj-
ects to accompany massive mines. The president of Niger’s chamber of
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commerce, Ibrahim Iddi Ango, was one of the converts, albeit a cautious
one. A thoughtful industrialist with investments in telecoms, cement, and
insurance, he, like other Nigerien businessmen and politicians I spoke to,
was delighted by China’s readiness to do what Western companies had
told Niger could not be done. Over the years Elf, the French forerunner to
Total, Exxon of the United States, and other oil majors had been granted
rights to assess the Agadem oil block. “Each time the government said,
“You want the o0il? Build a refinery;” Iddi Ango told me.® “Each time they
said 1t was impossible. The Chinese came and said, ‘You want a refinery?
What size?””

China was offering the states of Africa a helping hand in emulating its
own transformation. Compared with the substantial share of the world’s
supplies of diamonds, gold, energy, and metals Africa has yielded over
more than a century, the continent has received a paltry return in terms of
the basic architecture of economic progress. In 2008 sub-Saharan Africa,
with a population of goo million, produced as much electricity as Spain,
with a population of 47 million.? When economists compared data for 2001
for all poor countries they found that those outside Africa had an average
of 134 kilometers of paved roads for every 1,000 square kilometers of land;
in Africa the figure was 31 kilometers (countries outside Africa classed as
“upper-middle income” had 7781 kilometers).'® Over the decades since the
European empires dissolved, other parts of the world have hauled them-
selves from poverty by industrializing, outstripping a continent that has
largely been left without the means to become anything more in economic
terms than a source of exported raw commodities. In 1970 sub-Saharan
Africa had three times as much electricity capacity per million people as
south Asia. By the turn of the century, after three decades during which
African oll, gas, and other fuels had fired the power stations of the world,
south Asia had twice as much electricity capacity per million people as
sub-Saharan Africa.!! The World Bank estimated in 2010 that Africa needs
$93 billion—equivalent to the cost of six London 2012 Olympic Games—
every year to meet its infrastructure needs, more than double the current
outlay.'?

In the years following its first pact with Angola in 2004 Beijing struck
similar multibillion-dollar resources-for-infrastructure deals in Congo and
Sudan and spread its largesse into every corner of the continent. A third of
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all Chinese overseas contracts are in Africa. In recent years Chinese fund-
ing has accounted for two-thirds of Africa’s spending on infrastructure.'”
By 2007 China had signed up to provide the bulk of the finance for ten ma-
jor African hydroelectric dams, which, between them, represented a third
of the continent’s entire electricity capacity.'*

Some vaunted transport undertakings, such as a Mauritanian railway,
failed to materialize, and there have been reports of rain washing away
shoddy Chinese-built roads. Nonetheless, the quality of Chinese construc-
tion work in Africa has improved over the decade since Beijing began its
courtship. In Ethiopia mobile phone calls buzz along Chinese cables, and
cargo pours through a Chinese-built airport. The tallest building in the
capital, Addis Ababa, completed in 2012 at the cost of $200 million, is the
new headquarters of the African Union, a magnificent curved edifice that
stands as the emblem of China’s African ambition.

Beyjing picked up the bill for the AU headquarters. For other projects
Chinese state-owned banks have provided much of the credit through
which African governments finance infrastructure projects. These Chinese
loans have interest rates higher than what traditional donors like the World
Bank offer but lower than those available from commercial banks. Often, as
in Angola, the repayments are not in cash but in natural resources.

The sums of money at China’s disposal are stupendous. A senior man-
ager at China’s state-owned Exim Bank, the source of most Chinese fi-
nance to Africa, predicted in 2013 that the Chinese state would, by 2025,
channel a trillion dollars to Africa in investments and loans, the equivalent
of three-quarters of the entire gross domestic product of sub-Saharan Af-
rica in 2013. “We have plenty of money to spend,” said Zhao Changhui,
one of the architects of China’s trade relations with Africa.'> The $3.5 tril-
lion in foreign currency reserves that China has amassed as the world’s
largest exporter could not simply be parked in US government bonds, the
mvestment equivalent of sticking your cash under the mattress. “We need
to use part of them in overseas investments,” Zhao said. “Africa for the
next twenty years will be the single most important business destination
for many Chinese mega-corporations.”

Niger, with its oil, its uranium, and its president keen to shake off the
former colonizers’ shackles, was a prime target. Tandja’s descent into des-
potism and the coup that followed marked the first major political upheaval
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in Africa for which the roots could be traced directly to China’s challenge
to Western control of the continent’s resources. But it also demonstrated
that the new powers in Africa and the old had more in common than either
would care to admit.

It was Charles de Gaulle who devised the French system of influence over
its former African colonies. De Gaulle had led the exiled French govern-
ment during World War II and became the towering statesman of postwar
French politics, assuming the presidency in 1958 as France was in tumult
and facing revolt in Algeria. He granted Algeria its sovereignty. To France’s
possessions in west Africa he offered a deal to which their leaders almost
universally acquiesced and under which they retained French protection
after independence at the price of preserving French economic interests
and letting Paris dictate foreign and defense policy. Such was de Gaulle’s
hold on French-speaking Africa’s growing band of postindependence ty-
rants that, when he died in 1970, Jean-Bédel Bokassa, the self-styled em-
peror of the Central African Republic, sobbed at the funeral of a man he
called “Papa.”!®

The French system in Africa, perpetuated primarily by Gaullists after
their leader’s death, developed into a network of resource deals, slush
funds, and corruption that its moniker neatly summarizes. To the eye,
Frangafrique reads like a harmless amalgam of France and Afrique, sug-
gesting two peoples joined in common cause. Spoken aloud, however, it
conjures something closer to the truth: France a fric—a play on the French
for “cash,” which might be loosely translated as “France’s cash machine.”

In its heyday Francgafrique was indeed a mutually beneficial arrange-
ment, only not one for the benefit of the population at large but for the
African autocrats and French mandarins who ran it. In the late 1990s an
indefatigable investigative magistrate in Paris called Eva Joly followed the
thread of some dubious transactions and discovered a huge, hidden pipe-
line of dirty money running through the African arm of Elf, the French
state o1l company. “I felt like I was penetrating an unknown world, with
its own laws,” said the Norwegian-born Joly, who received death threats as
she delved deeper.'”
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Elf’s division in Gabon was the center of this unknown world. It used
oil money to pay bribes to French politicians, buy luxury apartments in
Paris, and swell the fortune of Omar Bongo, under whom the Gabonese
endured abysmal living standards while their rulers were reputed to have
made the country the world’s biggest per capita consumer of champagne.
And Elf’s tentacles spread beyond the francophone sphere as the oil com-
pany secured crude across Africa. A former Elf executive testified in 2000
that one beneficiary of the Elf slush fund was Angola’s José Eduardo dos
Santos.'® (Dos Santos denied the allegation.)

Joly’s investigation shook the French establishment, exposing a shadow
state to match any African regime in its readiness to trade access to re-
sources for illicit influence and personal benefit. Elf was privatized and
its catacombs of corruption sealed off. Dozens of Elf employees went to
jail. French politicians, among them Nicolas Sarkozy, declared that the era
of Frangafrique was over, and France’s direct influence over many of its
former colonies did indeed wane. But French corporate power in Africa
remained strong. Total, the privatized successor to Elf, which ranks along-
side Exxon Mobil, BP, Shell, and the other giants of the industry, holds
some of the best oil rights in Angola and Nigeria, the continent’s two top
crude producers, and still pumps oil in Gabon.

In Niger, where Areva began operations two years before independence
in 1960, France has maintained its strategic interest in uranium through
systems that are, though strictly legal, hardly equitable.

Areva’s contracts are not published, but reporters from Reuters got
hold of its most recent decade-long agreements, which ran to the end of
2013. The documents showed that Areva was exempt from paying duties
both on the mining equipment it imported and the uranium it exported.
The royalty, a particular type of payment that mining companies make to
governments based on the quantity of minerals they extract, was 5.5 per-
cent on the uranium it mined, well below that charged by other, wealthier
countries and locked in by a clause exempting the company from any in-
crease in the rate under new mining laws.'® The mining industry defends
such stipulations as necessary so as to allow long-term investment. None-
theless, a French expatriate in Niamey, discussing the anti-French feeling
on which Tandja had capitalized to whip up support for his burgeoning
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tyranny before the coup, encapsulated the antipathy that Areva’s miserly
terms engendered: “There’s a sense of neocolonialism, especially of Areva.
There’s a sense that France has no friends, only interests.”

The core of China’s offer to Niger as well as to other African resource
states was, as the ambassador explained to me, based on a contrast between
Beyjing’s munificence and the niggardliness of the old powers. There are,
however, elements of China’s pursuit of African resources that replicate
the old tricks of the traditional lords of African resources. Beneath the
rhetoric of universal progress Beijing has proved just as willing as its Eu-
ropean predecessors in Africa to use middlemen to cultivate personal ties
to the most influential members of the ruling classes who control access to
the continent’s oil and minerals.

The search for one of those middlemen led me to Niamey’s zoo. It lies
in the center of Niger’s sand-blown capital, close to the junction of Rue de
I'Uranium and Avenue Charles de Gaulle and not far from the presidential
palace where the soldiers toppled Tandja. When I visited, not long after
the coup, the hyenas were looking irritably mangy. A desiccated hippo-
potamus slouched in a shallow concrete bath. Schoolchildren squealed
with delight as a long-suffering ostrich quick-marched laps of its cage in
time with their clapping. The star attractions, the zoo’s seven lions, were
cramped. But better times lay ahead for them in the form of a planned new
eleven thousand-square-foot lion enclosure soon to be erected at a cost of
$60,000.

The lions’ benefactor was a consultancy called Trendfield, a company
registered in the secretive tax haven of the British Virgin Islands but based
in Beyjing. Trendfield had helped China’s state-owned nuclear company,
Sino-U, secure its uranium permits in Niger in 2006 and ended up with a 5
percent stake in the project for itself.*” Guy Duport, a Frenchman with an
MBA from the University of Liverpool who was Trendfield’s chief execu-
tive, wrote on his LinkedIn page, “My negotiation skills were instrumen-
tal in the organisation and framework of the establishment of the strategic
partnership between China National Nuclear Corporation [Sino-U] and
the Republic of Niger for uranium exploration and exploitation.”*!

In 2009, as the uranium project took shape, Trendfield pledged to re-
habilitate the lion enclosure at Niamey’s zoo, a microcosm of the infra-
structure that Beijing along with companies linked to it were lavishing on
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Africa’s resource states. “Taking on this project was an essential part of
our community development programme and it is something we take se-
riously,” Duport said in a press release.?” “This could also be the platform
that creates more direct community activity by foreign companies to assist
in the development of not only the Niamey National Museum and Zoo, but
the community at large.” Trendfield also arranged for a veterinarian from a
zoo 1n Missourt to fly in and give the lions their first checkup in a decade.
(He did the full rounds, Trendfield reported, attending to “22 mammals,
28 birds, 4 reptiles,” as well as the lions.)

An insider from the Tandja regime, who said he could not be named
because of the sensitivity of the work he had done, told me that, as well
as befriending the creatures of Niamey zoo, Trendfield had been close to
Tandja and his family, in particular the president’s son, Ousmane, who was
Niger’s commercial attaché in China.

I tracked down Trendfield’s local office on a quiet Niamey side street.
“We don’t usually talk to journalists,” remarked a British geologist who
worked there. But El-Moctar Ichah agreed to speak to me. A Tuareg who
had spent twenty years at Areva exploring for uranium in northern Niger
as well as dabbling in politics, Ichah was the head of Trendfield’s subsidi-
ary in Niger.”” He told me Trendfield had helped Sino-U with the standard
things that consultancies do: arranging visas and site visits and requesting
permits. “We helped to introduce China here, because Niger was not well
known.”?* I asked him to clarify Trendfield’s relationship with Tandja’s
son. “That is just speculation. He was in China. That does not mean we
had ‘relations.” Ichah went on, “That question does not concern us, so we
are not going to respond.” Later he added, “We do our work to the highest
ethical standards.” I sent Guy Duport questions about Trendfield’s busi-
ness in Niger. He did not reply.

In the weeks before the soldiers made their move, the crisis sparked by
Tandja’s attempts to prolong his rule had become feverish. Ethnic rival-
ries were bubbling. In the barracks of the Nigerien army some had seen
enough. There are differing accounts of the maneuvering within the mil-
itary immediately before the coup. According to some versions two sep-
arate groups of officers—one composed of senior commanders, the other
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a younger cohort—simultaneously decided that this was the day to de-
pose the president. The streets emptied as the sound of shooting rang
out. By late afternoon national radio was broadcasting nothing but mili-
tary music—a classic signal of a successful coup. The president who had
thrown in his lot with Beijing was spirited away and incarcerated. Seated
in front of army brass in camouflage fatigues, a spokesman for the newly in-
stalled junta said it had suspended the constitution and the institutions of
state. Salou Djibo, a colonel hitherto unknown to the public, was declared
Niger’s new ruler.

For all the anxiety in Niamey, there was also relief, particularly among
the Western diplomats who had criticized Tandja’s authoritarianism and
feared the constitutional crisis could plunge Niger into chaos in which the
Islamist affiliates of al-Qaeda that roam the Sahara could flourish. Others
had commercial reasons to welcome the coup.

Olivier Muller appeared thoroughly at ease with the turn of events—and
well he might. He was Areva’s boss in Niger. Geological maps of Niger’s
uranium deposits lined the walls of his office. When I went to see him he
had just come from a meeting with Djibo, the leader of the junta. “I met the
president for one hour this morning,” the jocular Frenchman told me.*
“He’s very happy we are here, and he wants us to do more. Nice guy. If you
have one hour with the president, it’s going well. If not, you get five min-
utes,” Muller went on. “Obviously,” he made sure to add, “we don’t talk
politics, just business.” With Tandja, by contrast, negotiations had been
“tough.” Now the thorn had been removed from Areva’s side. “Are France
and Areva going to reinforce their presence here?” Muller said. “Yes, I
think so.”

Like the Chinese ambassador, however, Muller was wary of depicting
an all-out battle for resources between the new powers and the old. Quite
the opposite: Muller described a future in which the need to guarantee
the smooth running of the resource trade outweighed national goals, even
when state-owned companies from East and West vied for African govern-
ments’ favor. “Honestly, there 1s not competition,” Muller said. “In the next
ten years there are going to be smaller discoveries. People will be forced to
cooperate. All these so-called competitors will share infrastructure.”

He was right—and not just about uranium in Niger. South of the border
in Nigeria Total of France has formed a partnership with a Chinese oil
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company to extract crude from beneath the seabed. French and Chinese
colleagues from the joint venture can be seen drinking together in the bars
of uptown Lagos—hardly a scene of economic warfare over natural re-
sources. In Guinea the Anglo-Australian mining house Rio Tinto is devel-
oping the vast iron ore deposit at Simandou with the backing of Chinalco,
the Chinese state-owned miner that is also Rio’s biggest shareholder.
China spends two-thirds of its worldwide outlay on foreign corporate
acquisitions in the resources sector.?d Between 2009 and 2012 Chinese
state-owned groups spent $23 billion buying Western companies with Af-
rican resource assets that stretched from Sierra Leone to South Africa.?’
Alongside “Angola Mode,” the barter deals swapping infrastructure and
cheap credit for natural resources under opaque terms, this is China’s sec-
ond path to African resources: buying its way into established Western
companies of the sort that have long profited from the continent’s oil and
minerals. It is an approach that Sam Pa’s Queensway Group has mimicked.

I met Nik Zuks in the bar of a Conakry hotel days before the first round
of Guinea’s presidential elections in June 2010. Graying and grizzled, the
Australian mining entrepreneur had the bearing of a frontiersman. Zuks
had spent years first in Angola, then in Guinea, and he knew the turf. His
company, Bellzone, was listed on Aim, the junior London stock market
used by a procession of small mining companies of varying quality to raise
capital from investors prepared to take risks for the prospect of high re-
turns. Bellzone had secured rights to an iron ore prospect near Guinea’s
coast—not on the scale of Simandou but substantial nonetheless and easier
to export than the remote deposit over which Rio Tinto and Beny Stein-
metz were grappling.

Zuks was in good spirits—I saw him and his colleagues drinking cham-
pagne on the eve of the polls—and it was easy to see why. The Queensway
Group had struck a deal with Bellzone that would serve as an insurance
policy should the winner of the imminent election tear up China Interna-
tional Fund’s opaque $7 billion mining and infrastructure agreement with
Dadis’s junta.

CIF, the Queensway Group’s infrastructure and mining arm, was, Zuks
believed, breaking open the resources industry, creating a way to bypass
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the dominance of the traditional multinationals like Rio Tinto and offer-
ing new sources of funding outside the big Western banks and multilateral

lenders like the World Bank. “They are nimble footed,” he told me, “and
they make decisions quickly.”?®

That nimble footedness allowed the Queensway Group to retain its in-
terests in Guinea’s resources even after the new government scrapped its
$7 billion megadeal. “Since I came to power Sam has not been to Guinea,”
Alpha Condé told me when I interviewed him in Paris after his election
victory. Air Guinée International, the new Guinean flag carrier backed by
China International Fund whose launch I had attended in Conakry, was
wound up before it ever flew. But Pa was still present in Guinea—not in
person but via the London stock market. CIF reclaimed most of the $100
million it had wired to Guinea to prop up the junta—the same amount
China Sonangol, the group’s partnership with Angola’s state oil company,
would spend buying shares in Bellzone.*

A month before the election Bellzone announced an agreement with
China International Fund under which the CIF would combine an iron
ore permit the junta had granted it with Bellzone’s adjacent prospect. The
two companies would develop them jointly, with CIF to provide $2.7 bil-
lion of funding.”® Setbacks and delays dogged their work, but in December
2012 they shipped what Bellzone said was the first iron ore exported from
Guinea since 1966.

The tie-up with Bellzone offered the Queensway Group a way to ex-
pand its interests deeper into the Western resource industry. Bellzone and
CIF struck a deal under which both had rights to sell their share of the ore
to Glencore, the vast commodities house that had also done business with
Dan Gertler in Congo.

Sam Pa was graduating from Chinese spook-cum-fixer to a player in the
global resources industry, adding some London guanxi to his connections
in Beyjing and African capitals. The Queensway Group also sought out
allies in Toronto, another stock exchange favored by mining companies,
lending money to a company called West African Iron Ore, which had an
iron ore permit close to those that Bellzone and CIF were developing in
Guinea. It was an alliance of middlemen: West African Iron Ore was led by
Guy Duport, the man who had brought the Chinese into Niger’s uranium
industry through Trendfield, the benefactor of Niamey’s lions.”" In Angola
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the Queensway Group amassed minority stakes in oil ventures led by some
of the industry’s foremost Western companies: BP of the UK, Total of
France, Eni of Italy, Statoil of Norway, Conoco Phillips of the United States.

As one of the foremost middlemen in China’s advance into Africa, Sam
Pa has adopted the tactics of Frangafrique: fuse the power of those who
hold offices of state with private business interests so as to enrich both
from the exploitation of African natural resources. The Queensway Group
was even said to have tapped the old networks of Frangafrique. Accord-
ing to a US congressional report, China Sonangol enlisted Pierre Falcone,
the French arms dealer who supplied weapons worth $790 million to the
MPLA regime in Angola during the civil war in exchange for o1l and who
1s known, according to a separate US Senate report, as a “close associ-
ate” of José Eduardo dos Santos.”” (Falcone, who has set up a consultancy
based in Beijing, denies having had a commercial relationship with China
Sonangol.)

Like Elf before them, Queensway Group companies appear to have fun-
neled money to African officials in countries whose resources they coveted.
The ledger of payments published by a Hong Kong court in the dispute
between the Queensway Group’s founders and Wu Yang, the Chinese oil-
man who claimed he had not received his dues for making some valuable
introductions, offers a glimpse of how the Queensway Group uses cash
to “curry favor” with African governments. One entry, in a section listing
financial transactions made in 2009, reads simply: “Antonio Inacio Junior:
Loan for project (HK$2,340,000).%

That indicates that a Queensway Group company made a loan in 2009,
worth about US$300,000, to someone called Antonio Inacio Junior. There
1s nothing to suggest anything untoward—unless you know that Antonio
Inacio Junior is the name of Mozambique’s ambassador to China.** He
appears, close cropped and sharp suited, in photographs of diplomatic
engagements in China. I called the Mozambican embassy in Beijing to
ask the ambassador about the loan and, as requested, sent a fax listing my
questions. No reply came.

Mozambican government records show that a joint venture between
China International Fund and a local company was created in November
2008.% The company, Cif-Moz, was formed to pursue opportunities in
agriculture, industry, minerals, the production of construction materials,
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and other sectors. It established a foothold for Sam Pa and his allies in a
country that was undergoing one of the great commodity rushes of recent
years, as the giants of the resource business jostled for untapped stocks of
coal and natural gas. In November 2009—the same year as the loan to the
ambassador—Cif-Moz was awarded a permit to prospect for a limestone
mine south of the capital, Maputo.?® Plans for a $35 million cement factory
nearby followed.”” When I asked a lawyer for a Queensway Group com-
pany why a loan had been granted to a serving official in a country where
the group was seeking to do business, he declined to answer.*®

Mozambique was just one target in the Queensway Group’s quick-
fire expansion across Africa from its Angolan base. Mahmoud Thiam,
the Guinean mining minister who brokered the deal through which the
Queensway Group bailed out the country’s murderous junta, added to his
position as minister a role as an ambassador for the group’s interests. Fol-
lowing a coup in Madagascar, Thiam took part in negotiations between
emissaries from the Queensway Group and the putschists’ energy minis-
ter. “It was all the same things they were doing in Guinea—trying to find
projects that were interesting and doing good-faith advances,” Thiam told
me.”” China Sonangol tried to wrest an oil prospect from a rival but even-
tually lost out.*’

At the same time Thiam served as an envoy for the Queensway Group
to the leaders of Niger’s coup. He told me that the group made a “good
faith” payment to Niger’s junta of $40 million and expressed an interest
in Agadem, the oil block that CNPC, the Chinese state-owned oil group,
was drilling for the country’s first crude—an indication of the Queensway
Group’s readiness to challenge China’s national interests when doing so
offered a chance for profit. “But the president of the transitional govern-
ment wisely decided not to touch that money until there was a full agree-
ment,” Thiam told me."! “It was never reached, so the payment was re-
turned.” (Thiam insists that he ceased to work with China Sonangol and
the Queensway Group once he stopped being a minister.)

The Queensway Group’s forays into Madagascar and Niger came to
nothing, but they illuminate a key element of its approach: Sam Pa offers
pariah governments a ready-made technique for turning their countries’
natural resources into cash when few others are prepared to do business
with them. Governments installed by military coups are “starving for
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funding,” Thiam told me. “These guys come and they say, ‘We will fund
you when no one else will.” If you have the interest of your people and your
own survival at stake, you will take that money.”

There 1s a distinct whiff of hypocrisy to Western criticism of China’s ad-
vance into Africa. Beyjing was vilified when it sought to protect its access
to Sudanese oil by preventing George W. Bush from tightening sanctions
against Omar al-Bashir, the dictator who has presided over campaigns of
state-sponsored terrorism against his opponents. But China was merely
adopting the same sort of resource realpolitik that Washington demon-
strated when Condoleezza Rice, Bush’s secretary of state, extended a
warm welcome to Teodoro Obiang Nguema, the kleptocrat from Equa-
torial Guinea who consigns his enemies to the hideous recesses of Black
Beach prison but has laid out the red carpet for American oil companies.
The opacity of China’s infrastructure-for-resources deals has been jus-
tifiably castigated, but when US lawmakers introduced pioneering new
transparency rules to force oil and mining companies to disclose their
payments to foreign governments, the American Petroleum Institute, the
US oil industry body, went to court to try to block them. Although there
was legitimate uproar when a Chinese ship that docked in South Africa
was found to contain weapons bound for Robert Mugabe’s regime in Zim-
babwe, any notion that China is the sole or even the main source of the
oceans of weapons that slosh through Africa is misplaced. One study by
two Norway-based academics, based on years of arms import statistics and
governance indicators, found that the United States had a greater propen-
sity than China to sell weapons to repressive African governments.** The
Chinese exported fewer weapons to Africa between 1992 and 2006 than
Ukraine did, the study found.

It is too simplistic to see China’s quest for African resources as a
Manichean struggle for nature’s treasure between East and West. There
1s competition, but there is also cooperation in the business of resource
extraction. And for all its increased attractiveness to rival investors from
overseas, much of Africa remains locked at the foot of the global economy.

Ibrahim Iddi Ango, the industrialist who headed Niger’s chamber of
commerce, told me that Niger’s rulers had sold the country short in their
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negotiations with the Chinese. “They need strategic resources. You must
say, ‘You are interested in that? These are the conditions. First, you must
use local labor. Second, all the needs you have—for example, the transit—
you must use at a minimum 50 percent local operators.” But when they
came the government said none of this. The state took a percentage of the
businesses and let the Chinese do what they want.” A brief window of op-
portunity to use China’s desire for African minerals to insist on securing
for Niger the skills and infrastructure that might help to salve the resource
curse by broadening the economy was closing. “To diversify, it’s central,”
Iddi Ango said—and with good reason. Niger is among the African states
most acutely dependent on a handful of raw commodity exports, their eco-
nomic fortunes yoked to the whims of far-off consumers. On the African
Development Bank’s index, where a higher score indicates a more diver-
sified economy, relatively wealthy countries not shackled to the resource
trade such as Mauritius and Morocco score 22 and 41, respectively. The
average for the whole of Africa, including more prosperous North Africa,
1s 4.8. The most oil-dependent states, Angola and Chad, record the lowest
scores, 1.1. Niger does only marginally better, with a score of 2.4.**

“But if you let China do what it wants—as many African countries
have—they pay for the oil or the resources and use Chinese labor, Chinese
trucks. It’s a big problem,” Iddi Ango said. “They are coming because the
resources are here. This moment will not be repeated. We can’t miss it.
When the uranium or the oil is finished, they will leave.”

The fall of Tandja demonstrated the limits of China’s readiness to get
involved in domestic politics to protect African allies. But Xia Huang, the
Chinese ambassador in Niamey, encapsulated how China’s readiness to
spend and build allowed Beijing to gain a foothold sufficiently strong that
its interests could withstand a coup against an ally. “Today there is a bridge
between the two sides of the River Niger,” he told me. “But there is also a
bridge that links China and Niger.”

Yet the true value of China’s offer to guide Africa on a path to economic
diversification and industrialization—the road that led the rich world to
prosperity—rests on whether its construction spree is geared primarily
toward cultivating the rulers who govern access to resources or toward
broadening the opportunities of the population at large. Neither railways
that simply connect Chinese-owned mines to Chinese-built ports for the
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export of commodities nor vanity projects of great cost but little economic
usefulness will lift resource states’ inhabitants from their poverty. Martyn
Davies, the chief executive of a South African consultancy called Frontier
Advisory who has worked as an adviser on Chinese deals in Africa, told
me, “When you have a commodity-driven economy, where a lot of people
are excluded, it’s a silo economy. It’s very difficult to build infrastructure
that supports inclusive growth. Is Chinese-financed infrastructure going to
provide diversification? Which comes first?” He added, “African govern-
ments should never assume that responsibility for the development of our
continent has been outsourced to Betjing.”

Beijing appears to be undercutting its side of the deal. Chinese goods
like the counterfeit textiles flooding into northern Nigeria drown out hopes
for industrialization, regardless of how many roads and railways Chinese
companies lay. Lamido Sanusi, governor of Nigeria’s central bank from
2009 to 2014, put it well: “So China takes our primary goods and sells us
manufactured ones. This was also the essence of colonialism. The British
went to Africa and India to secure raw materials and markets. Africa is now

willingly opening itself up to a new form of imperialism.”**

By the time Tandja was deposed, the bridge over the River Niger was built,
China’s o1l project was in progress, its refinery was completed, its uranium
mine was taking shape, and the lion enclosure in Niamey zoo was marked
out. Xia Huang, the ambassador, told me that the junta’s leader had as-
sured him that China’s position was not under threat. Both China and
France pressed on with their plans for Niger’s commodities. Areva pushed
ahead with a new $2.6 billion mine that would double the company’s out-
put of Nigerien uranium. The Chinese found more oil than they had first
thought, setting Niger on a course to join the middle ranks of African oil
producers.

The soldiers who ousted Tandja were good to their word. They ar-
ranged elections, which international observers deemed legitimate, and
went back to their barracks in April 2011, fourteen months after the coup.
The elected president, Mahamadou Issoufou, was, like Alpha Condé in
Guinea, a seasoned opposition leader who launched an anticorruption
campaign upon taking office. While jihadists ran riot across the border in
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Mali, Issoufou won a reputation as a bulwark of stability in a tumultuous
region.

When I met Issoufou during a trip to London a year into his presidency,
he was eloquent and impressive, his chunky figure animated with the force
of his grand plans to transform Niger.

Issoufou was determined to balance the competing interests of the great
powers that sought Niger’s resources rather than allow them to consume
him as Tandja had done. He would not bow down before China, he told
me. “Their business has been aggressive in Africa—in natural resources,
in uranium, in oil. We are an open country—open to investors from any-
where. But we want win-win partnerships, and that is our relationship with
China. We will defend our interests, and they will defend theirs.”*’

Issoufou took the fight to the French too. He embarked on eighteen
months of negotiations with Areva over the share of uranium revenues it
pays to the state. The talks were fractious. Areva closed its mines for a
month, ostensibly for maintenance but also sending a signal of its power to
choke off the government’s income.*® In May 2014 the two sides reached
a deal. Areva agreed to pay higher royalties and to build a road linking the
capital to the northern uranium region, but it retained some tax breaks
under an unpublished contract.*’

Even in what appeared to be triumph, however, Niger and its presi-
dent were reminded of the extent to which the fortunes of a resource state
are dictated by the twists of a global economy whose raw ingredients it
supplies. Following the Fukushima disaster in Japan in 2011 governments
around the world turned away from nuclear power, sending the price of
uranium tumbling. On the day it announced its new deal in Niger Areva
also revealed that it was shelving the development of a huge new uranium
mine because the depressed price rendered the project uneconomic.

Nonetheless, Niger had joined a small but growing group of resource
states in west Africa that were edging from decades of havoc toward more
representative rule and a modicum of stability, among them Guinea, Si-
erra Leone, and Liberia. But the lesson of their most stable near-neighbor,
Ghana, 1s that the resource curse can still bite where there is peace—
abetted by the global institutions charged with alleviating Africa’s poverty
and a financial system that drains away the proceeds of the continent’s
natural wealth.



The Chicala slum sits between the presidential complex that houses Angola’s
ruling clique and the Atlantic waters under which lie some of the world’s richest
oil reserves. Photo by the author



Anténio Tomds Ana, an Angolan artist better known as Etona, is determined to
resist the Angolan government’s plans to uproot him and his 65,000 neighbors

in order to make way for luxurious properties to service the oil-fueled elite.
Photo by the author



Manuel Vicente, Angola’s Mr. Oil and a key man in the ruling Futungo’s
privatization of power. “I’m a Christian guy,” he says. “It doesn’t work if you
are okay and the people around [you] have nothing to eat. You don’t feel
comfortable.” Photo by the author

Crude oil has poisoned the waterways where inhabitants of the Niger Delta
wash, drink, fish, and worship. Photo by the author



The sacks of coltan that porters carry down the mountainsides of eastern Congo
flow into a conflict economy that underpins decades of strife. But efforts to clean
up the trade risk undercutting one of the few livelthoods in a region stalked by
hunger. Photo by the author
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One of the few official photographs of Sam Pa (third from left) It shows him
alongside Dubai’s Sheikh Ahmed Bin Saeed Al Maktoum, signing a deal to
build an oil refinery. The Dubai government’s media office described Pa as the
chairman of China Sonangol. Issued by Dubai’s government media office

The key companies in Sam
Pa’s network are registered
to Two Pacific Place at 88
Queensway in Hong Kong,
the address from which is
derived its informal name:
The Queensway Group.
Photo by the author




A billionaire and scion of an Israeli diamond family, Beny Steinmetz (third from
right) is the main beneficiary of BSGR. The company lost mining rights worth
billions of dollars after a Guinean inquiry, which BSGR denounced as a sham,
concluded that they had been acquired corruptly. Photo © Greg Marinovich/
The Stand

The People’s Democratic Party’s presidential primary is a high point in the
calendar of Nigeria’s patronage politics. “It’s not a political party,” says a veteran
human rights activist. “It’s a platform to seize power and then share the resultant
booty.” Photo by the author



Raiders killed some 150 people in an attack on the village of Kuru Karama,
outside the central Nigerian city of Jos. The violence is couched in ethnic terms,
but beneath it lies the struggle to control oil rent. Photo by the author

Christian killers in Jos daubed the name of the state governor, Jonah Jang, on
the wall of a burned-out house in the Muslim quarter. “He’s an extremist,” says
a moderate who has held high office in the state. “He has very strong tribal
views.” Photo by the author
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Finance and Cyanide

IFE FOR THE FAUNA around the hamlet of Kwamebourkrom in central

Ghana got a little easier in late 2009. A pair of hunting dogs, Skimpy
and Don’t Forget, which had spent their lives catching the bushmeat that
supplemented their owner’s diet of fish and staple crops, barked their last
after their master threw them a couple of fish from the day’s catch. Now the
antelope, crested porcupines, and plump grass cutters that inhabit the tall
grasses had two fewer predators to fear. Only later did Kofi Gyakah come
to believe that Skimpy and Don’t Forget had been poisoned.

Beyond the pond where Gyakah cast his nets each day and above the
tousled shrubs, the red arm of a crane rose against the sky. Usually the
hamlet’s thirty residents heard the boom of explosive blasts each day at
around noon. At night the sound of machines crushing rocks kept them
awake.

Newmont, the biggest American gold mining company, had completed
the first phase of the $700 million Ahafo mine three years earlier, with the
support of the International Finance Corporation, the arm of the World
Bank that lends money to private-sector projects. Three years before the
IFC made its loan to Newmont’s new mine in Ghana, the World Bank had
conducted an internal review of its programs in Ghanaian mining. The
Bank and the IFC had been trying to revive Ghana’s ailing mining sector
since the early 1980s. The Bank’s programs aimed to rehabilitate state-
owned mines, attract private investment, and assist small-scale miners. By
and large, they failed. The internal review noted numerous shortcomings,
including a “patently untrue” claim that mining in Ghana caused little envi-
ronmental damage.' The review, submitted to the Bank’s board, concluded
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that because of low taxes on foreign mining companies, modest employ-
ment of locals, and scant recompense for people living near the mines, “it
is unclear what [the mining sector’s] true net benefits are to Ghana.”

Nonetheless, the IFC had gone ahead and furnished Newmont with
$125 million of finance for the new mine at Ahafo. The company uprooted
ninety-five hundred people, but Kofi Gyakah and the other residents of
Kwamebourkrom stayed put in their mud-and-thatch cottages, growing
crops, fishing, and hunting bushmeat as they always had. Soon the school
where they sent their children closed down. The noise grew isufferable.
Then came the cyanide.

Sodium cyanide is used in gold mining to separate the metal from the
ores that come out of the ground. On October 12, 2009, Newmont issued
a statement saying that a faulty sensor had caused a “minor overflow” of
fluid containing cyanide from the Ahafo mine. It said the spill had been
“contained and neutralized within the mine site” and that “no pollution of
the water sources downstream from the plant site has been found” but that
its staff were still trying to establish the cause of “a short-term environmen-
tal impact of fish mortality.”?

The adulterated liquid that flowed from the mine into the waterways
around Kwamebourkrom and its neighboring hamlets was too diluted
to be a threat to human life, but aquatic life fared less well. Shortly after
Newmont’s spill Gyakah and his fellow fishermen found the fish in their
ponds floating belly-up. A delegation from Newmont brought the ham-
let some clean water—although the villagers recalled that the security man
on the team had been sure to bring his own personal supply. Six months
after the spill Newmont announced that it would comply with an order
from Ghana’s environment ministry to pay compensation, even though it
stressed that a government panel that had investigated the spill “found no
evidence of adverse consequences to human life or property.””” The money
would be split between the “development needs of the affected commu-
nities” and two national regulatory bodies. Based on Ahafo’s production
figures and the gold price at the time of the settlement, it would have taken
Newmont about three and a half days to earn back the $4.9 million it
agreed to pay out.

When I visited the area a month after the spill the word “cyanide” had
entered the local dialect of Twi, Ghana’s main indigenous language. Kofi
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Gyakah told me he did not trust the emissary from Newmont who had
come to the hamlet to reassure its residents that the water was safe. As far
as he was concerned, the demise of Skimpy and Don’t Forget appeared to
indicate the contrary. Sporting a tattered shirt and a neat moustache, Gya-
kah showed me the hamlet’s pond. I asked him how many fish had died.
He looked stern as his young daughter peeked bashfully from behind his
leg. “Plenty,” he said. We sat down in the dry-earth yard between the ham-
let’s huts. A local teacher who had accompanied me translated. “Living
here 1s not comfortable at all,” Gyakah said. “We are powerless.”

When the International Finance Corporation announced in 2005 that
it was planning to invest in Newmont’s development of the Ahafo mine,
Newmont’s market capitalization, the total value of all its shares on the
New York Stock Exchange, stood at $17.5 billion, twice the size of Ghana’s
economy. Its quickly rising annual revenues were $4.5 billion, and it made
$434 million in profits from operations on four continents that produced 9
percent of the gold mined worldwide. The Ahafo concession alone was sit-
ting on gold worth some $12 billion. The following year the IFC approved
aloan for the Ahafo mine from its own account of $75 million and arranged
a further $50 million from commercial banks, including Rothschild and
Royal Bank of Scotland. The total package represented a modest 7 percent
of Newmont’s $1.9 billion total debt.

Newmont had a good credit rating and could easily borrow from com-
mercial banks without the IFC’s assistance. According to its charter, the
IFC 1s not meant to lend to companies that can borrow with reasonable
terms elsewhere. But since 1t was set up 1n 1956 as an adjunct to the World
Bank, its role has expanded. The driving force behind the creation of the
IFC was Robert L. Garner, a Wall Street banker. The World Bank and the
International Monetary Fund, mandated respectively to assist with post-
war reconstruction and to ensure stable exchange rates, only worked with
governments. Garner saw a need for a multilateral body that would sup-
port private investment in underdeveloped countries that traditional mon-
eymen deemed excessively risky. “It was my firm conviction that the most
promising future for the less developed countries was the establishing of
good private industry,” Garner said.*
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With Garner as its first president, the IFC began work from headquar-
ters in Washington, DC, with twelve staff, authorized capital of $100 mil-
lion, and a limited mandate to make loans. Over time it effectively became
an investment bank, except that its shareholders were, like those of the
World Bank and IMF, member states—184 of them, in the IFC’s case. Its
role expanded to investing in companies directly and raising its own funds
by issuing bonds on international capital markets. It undertook advisory
work and funded privatizations. By 2013 it had assets worth $78 billion, a
balance sheet that would, were the IFC a normal bank, place it among the
top thirty banks in the United States. It consistently makes more than a bil-
lion dollars a year in profit from projects in a hundred countries. A fifth of
its commitments are in sub-Saharan Africa, where it backs everything from
Ivorian poultry and Kenyan housing to oil prospecting along the Central
African Rift. As an arm of the World Bank, its stated aim has widened from
simply furnishing finance where it is scarce to helping to end extreme pov-
erty by 2030 and a mission to “boost shared prosperity in every developing
country.”

The IFC accounts for most World Bank spending in the oil, gas, and
mining industries. Between 2000 and 2012 it provided as much as $800
million annually in financing for such projects. Investments in oil and min-
ing account for only a small fraction of the IFC’s overall outlay, but it is in-
volved in some very large—and very contentious—projects in these indus-
tries, in partnership with some of the sector’s most powerful companies,
especially in Africa. Some have gone spectacularly wrong,.

In 2000 the World Bank and the IFC agreed to back a $3.5 billion oil
venture in Chad, an expanse of deprivation and warfare sandwiched be-
tween Niger and Sudan. It was meant to be a flagship project to demon-
strate that oil revenues could be managed for the greater good, but it started
badly when Chad’s president, Idriss Déby, immediately began to divert the
oil rent to the military that had helped keep him in power since 1990.” The
$4.5 million Déby channeled to the army came from the signature bonus
that Chevron and other oil companies paid for the rights to drill Chad’s
crude and build a pipeline to export it through Cameroon to the coast, not
directly from the $200 million the IFC drummed up for the project. But
it quickly became apparent that the commitments the IFC had extracted
from Déby’s government in exchange for its support were worthless.
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Déby’s government had agreed to an innovative mechanism designed to
ensure that revenues went to “priority sectors” like health, education, and
water supplies for the desert nation. Once the crude was flowing, however,
he simply added “security” to the list of priorities, allowing the oil money
to slosh into his armed forces’ coffers. Chad’s economy grew by 30 percent
thanks to the start of oil production, the fastest rate of any country in 2004,
but the overwhelming beneficiary was Déby’s regime. Strengthened by oil
money, Déby is, at the time of writing, approaching his quarter-century in
office.

The shambles in Chad dealt a severe blow to the notion that the IFC’s
involvement could alter the ruinous effects of resource rents. Nonetheless,
the IFC pressed on, its bosses determined to secure a place for themselves
at the top tables of an industry that comprised the world’s richest and
most powerful corporations. In Guinea the IFC took a stake in Rio Tin-
to’s much-delayed project to develop the iron ore deposit at Simandou.
Among some senior Guinean officials there was a sense that the IFC was
on the wrong side of a struggle between a poor country and a giant mining
house that appeared in no rush to embark on what would be the biggest
industrial development in African history.® The IFC could argue, as Rio
Tinto did, that complex undertakings on the scale of Simandou were al-
ways going to take many years to bring to fruition. Yet the IFC was at times
prepared to act with undue haste. Such was its eagerness to keep pumping
in funds and retain its influence that in 2012 it made a further $150 million
equity investment toward the costs of development at Simandou before
social and environmental assessments of the mine’s impact had been com-
pleted. The IFC signed off on the investment even though its most power-
ful shareholder, the US government, refused to support the decision, not-
ing that it might have been wise to assess the project’s effect on what the
IFC itself had called a “bio-diversity hotspot” before proceeding.’

As they expanded their portfolio of African oil and mining interests, the
IFC’s leaders professed an abiding faith in the resource industry’s poten-
tial to serve the greater good, despite a sorry history of evidence suggesting
otherwise. In 2006 the IFC proposed investing in a British company called
Lonmin that mined South Africa platinum “to assist Lonmin [to] achieve
world class safety and efficiency throughout it[s] mining operations, and
to promote sustainable economic development in the area surrounding the
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mining operations.”® The stated aim of the IFC’s partnership with Lonmin
was lofty—to alter the miserable course of South African mining,. Its bosses
told the World Bank’s board that, if successful, the partnership “will set a
new standard for the mining industry’s relationship with the country and
community in South Africa, and will forge a sustainable and mutually ben-
eficial partnership with the community surrounding the operations.”

The IFC invested $50 million in Lonmin and provided another $100
million in credit. But its strategy was flawed from the outset. As the World
Bank’s ombudsman subsequently found, the IFC failed to monitor ade-
quately the mounting tension between Lonmin’s management and miners
atits mines near Marikana, who were growing increasingly angry over their
working conditions. In August 2012 the tensions erupted into bloodshed.
Far from the new dawn in South African mining that the IFC had conjured
when it invested in Lonmin, the scenes of police firing on demonstrators
served as a reminder of the gulf that persists between those who profit from
the country’s natural riches and those who dig them out of the ground.

As well as exposing the IFC’s failure to foresee the explosion of violence
atits own project, the inquiry by the World Bank’s ombudsman in the wake
of the Marikana massacre called into question the IFC’s whole approach to
such investments. By taking a minority stake in publicly traded companies,
the IFC could expect dividends like any other investor. But, despite its
efforts to look and act like a private investment bank, the IFC’s mandate is
to influence those companies’ behavior. Minority investors, however, have
little such influence. With its Lonmin investment and elsewhere the IFC
was putting taxpayers’ money at the service of large, private oil and mining
companies whose primary concern was to enrich their shareholders and
over which the IFC held little sway. Its management’s argument was that,
by investing in the industry, the IFC could apply pressure for reform. But
long before Skimpy and Don’t Forget perished beside Newmont’s Gha-
naian gold mine, the IFC had received the clearest of warnings about the
dangers of its support for oil and mining in Africa and elsewhere.

In June 2001 Emil Salim got a call from James Bond.? Salim was an illustri-
ous economist with a PhD from Berkeley who had served for a decade as
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Indonesia’s environment minister. Bond was a former head of mining at the
World Bank. James Wolfensohn, an Australian banker then in his second
term as head of the World Bank, had decided to launch an independent
review to establish whether its projects to promote the extractive indus-
tries—oil, gas, and mining—contributed to its mandate to reduce poverty.
Salim, Bond informed him on the telephone, was the man to run it.

It was a moment when the stewards of the global economic order—the
World Bank, the IMF, and the World Trade Organization—were coming
under unusually forceful scrutiny. The previous year tens of thousands
of protesters had descended on the WTO summit in Seattle, denounc-
ing it as the patsy of global capital and fighting pitched battles with riot
police. Thousands picketed the annual World Bank and IMF meetings in
Washington to voice a string of demands that included that the Bank end
mvestment in oil and mining. Salim accepted the job, he wrote, “with full
confidence that the [World Bank] is genuinely willing to move away from a
conventional ‘business as usual’ approach into sustainable development.”!°

Salim spent the next two years overseeing half a dozen research proj-
ects and marshaling teams that visited World Bank-backed oil and mining
ventures and held forums in Africa, South America, Eastern Europe, and
Asia. Despite campaigners’ concerns that the exercise would produce a
whitewash—Salim had served under Suharto’s dictatorship in Indonesia
and seemed at times to be in thrall to the industry—when he published his
findings in December 2003 they were damning.'!

Salim’s researchers ploughed through the World Bank’s own data on
countries with economies that were dependent on exporting natural re-
sources. They found that between 1960 and 2000 poor countries that were
rich in natural resources grew two to three times more slowly than those
that were not. Over that period, of forty-five countries that failed to sustain
economic growth, all but six were heavily dependent on oil or mining.'?
Without exception, through the 1990s every country that borrowed from
the World Bank did worse the more it depended on extractive industries.
The game, Salim and his team concluded, was rigged—and the World
Bank appeared to be on the wrong side. “The knowledge, power, financial,
and technical resource gaps between major extractive industry companies,

cvil society, developing-country governments, and local communities
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throughout the world are profound,” Salim’s research concluded. “The
mnequalities between local communities and transnational companies are
not just economic in nature; they include access to political power and
information and the ability to know and use the legal system to their advan-
tage.” In the dry language of the World Bank Salim was describing the loot-
ing machine: the alliance between shadow governments and the resource
industry that tramples over the people who live where oil and minerals are
found.

Salim’s review examined the record of the World Bank and its two arms
that work with private companies—the IFC and the Multilateral Invest-
ment Guarantee Agency, or Miga, which provides insurance against politi-
cal upheaval for companies investing in volatile countries. Although, Salim
concluded, the IFC and Miga had at times succeeded in making the oil and
mining industries behave better, the Bank, the IFC, and Miga were doing
very little to assess whether oil and mining investments did anything to
make people less poor. Salim noted the propensity of the resource industry
instead to create poverty through pollution (including cyanide spillages),
forced resettlement, and the loss of grazing lands. His review quoted statis-
tics that showed that mining was the world’s most hazardous occupation,
employing less than 1 percent of all workers but accounting for 5 percent of
all deaths on the job, a tally of some fourteen thousand a year. The indus-
try appeared to be a force that ran counter to everything the World Bank
existed to promote.

Salim’s recommendations were explosive. His review recommended
that the IFC and Miga “should only support investments where net bene-
fits can be secured, counting all externalities, and where revenues are used
transparently for sustainable development.” In policy-speak, he meant that
the two organizations should seek to determine whether investments they
supported actually did any good for the community at large and whether
the investors met the full costs of their activities, including environmental
and social costs as well as the usual outlays of doing business. And the IFC
and Miga should only go ahead with investments in instances in which
revenues would not simply be gobbled up by the corrupt or be siphoned
out of the country. Staff, Salim went on, should no longer be rewarded sim-
ply for the amount of money they allocated but for whether their projects
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reduced poverty. Forced resettlements to make way for oil and mining
projects should never be supported. Contracts should be published and
revenues disclosed. The World Bank should phase out investments in oil
within five years on environmental grounds. “There is still a role for the
World Bank Group in the oil, gas, and mining sectors,” Salim wrote, “but
only if its interventions allow extractive industries to contribute to poverty
alleviation through sustainable development.”

Salim and his team had skewered some of the myths oil and mining
companies propagate about their contribution to reducing poverty and
challenged the World Bank to take specific steps to alter the most harm-
ful aspects of its support for the industries. Nine months after Salim pub-
lished his report the World Bank’s management published its response. It
proclaimed that it had “considered these recommendations seriously” and
then proceeded to ignore almost all of them.?

Where Salim’s review had demanded that no one should be resettled
from the path of an oil project or a mine without having given “free, prior
and informed consent,” the Bank’s management agreed only to insist that
companies secure the Orwellian-sounding “free, prior informed consulta-
tion.” O1l investment would continue. Salim did not conceal his displea-
sure. In a bitter echo of the commitment he believed he had won when he
began his work, he described the World Bank management’s approach as

“business as usual with marginal changes.”'*

Barely a month after the World Bank brushed aside the bulk of Emil Salim’s
conclusions, a day of brutality in Congo threw renewed focus on the kind
of projects it backs.

Miga’s management had been warned that there were serious questions
about Anvil Mining’s copper mine at Dikulushi in southern Congo well be-
fore government troops brought death and destruction to the nearby town
of Kilwa. In August 2004 a group of Congolese and foreign human rights
organizations wrote to Miga’s board about the Anvil project, which was
then under consideration for a Miga risk guarantee.'” The groups raised
concerns about the development benefits the mine’s backers claimed it
would bring, about employment conditions, and about security. In very
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clear terms the groups warned Miga’s board that Augustin Katumba
Mwanke, the architect of Joseph Kabila’s shadow state, had connections
to the project.

Undeterred, Miga’s board approved the issuance of guarantees worth
$13 million a month after receiving the warning—the first such approval
since Salim’s review was published. Like other transactions by Miga and
the IFC, the significance was greater than the relatively small sum involved:
by backing a project, they confer the legitimacy that comes with the ap-
proval of the World Bank, supposedly the guardian of economic recti-
tude. The following month the army responded to a small and farcically
ill-equipped rebellion in Kilwa by slaughtering a hundred people, an on-
slaught for which they made use of Anvil’s equipment.

The following year Miga sought to explain itself to the human rights
groups that had raised the alarm. By then an emissary from one of the
groups, Patricia Feeney, an expert on African mining with Oxford-based
Rights and Accountability in Development, had been leapt on by guard
dogs when she visited Anvil’s offices in the Congolese mining capital of
Lubumbashi for a meeting during which, according to Feeney’s notes, the
company’s local representative expressed no remorse for the military’s ac-
tions at Kilwa.'0 Miga wrote in a letter to the campaigners that it had been
unaware of the scale of what had happened at Kilwa when it signed off on
the guarantees for Anvil in May 2005, seven months after the massacre.'”
Miga said it had contacted Anvil following the massacre and had been told
that the military had commandeered Anvil’s equipment. Miga assured the
rights groups that it had looked into Anvil’s relationship with Katumba but
that “no evidence of impropriety was provided.” It saw nothing untoward
in Katumba’s seat on the board of Anvil’s local subsidiary or the fact that
the company rented its headquarters from him.

Others had availed themselves of the facts of the matter far more quickly
than Miga, a body that had put public money at the service of the min-
ing company. In November 2004, a month after the massacre, a US em-
bassy cable named Katumba as a shareholder in the mine and reported,
“The allegations of a massacre of civilians by government troops are en-
tirely believable, and—given the high-level Kinshasa interest in Dikulushi
mine—we can expect [Congolese government] authorities to obstruct any

investigation.”18
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When the World Bank’s ombudsman, at the request of the rights groups,
conducted its own audit of Miga’s decisions regarding the Anvil mine, it
found failures in the due diligence Miga performed before agreeing to
provide a guarantee.'? It repeated a finding of Emil Salim’s review—that
Miga lacked the expertise to monitor the social impact of the projects it
supported but plowed on regardless. The ombudsman said that questions
about Anvil’s relationship with Katumba were outside its mandate and
referred them to the Bank’s Department for Institutional Integrity, its in-
house corruption watchdog. In 2014, a decade after the massacre, I asked
the World Bank whether anything had come of the case. The Department
for Institutional Integrity had followed up on the referral from the om-
budsman, I was told, “but in line with its disclosure policy, details of inves-
tigative processes cannot be disclosed.”*

Miga’s guarantee remained in place until Anvil ran into financial trouble
and stopped mining Dikulushi in 2009. In 2010 Anvil sold the mine to an-
other Australian mining company, Mawson West, in exchange for shares.
In 2012 Minmetals, a Chinese state-owned group, bought Anvil for $1.3
billion.

Miga’s work with Anvil yielded an “implementation toolkit” for com-
panies that wanted their security operations to take human rights into ac-
count. But attempts in Congo to bring the perpetrators of the massacre to
justice came to nothing.

When the IFC set about facilitating Newmont’s investment in Ghana’s
gold, it was dealing with a very different environment from the chaos of
Congo, the volatility of Guinea, or the simmering grievances of postapart-
heid South Africa. Ghana, the received wisdom goes, is different. Even as
the rest of west Africa almost without exception endures some combina-
tion of war, insurgency, and venal dictatorship, Ghana has since the 1990s
emerged from its own troubles as one of a handful of African states where
political parties fight close elections and the loser consistently leaves office.
It surveys its hulking near-neighbor Nigeria with the attitude of the respect-
able professional who finds himself sitting next to an unruly drunk. After
the Jubilee o1l field was discovered in 2007 off Ghana’s coast, high-minded
businessmen in Accra, the capital, shuddered at the resultant influx of
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Nigerian bankers, convinced that the combined effect of crude and corrup-
tion would turn Ghana into a smaller version of Nigeria’s petro-nightmare.
Those fears were a little unfair—there are some upstanding Nigerian bank-
ers—but understandable. Ghana had something to protect: a reputation
for handling natural resources better than most.

Such was the mineral wealth of what would become Ghana that Euro-
pean traders and slavers knew it as the Gold Coast. Legend has it that the
soul of the Ashanti people, once the most powerful of the territory’s king-
doms (whose capital, Kumasi, lies sixty miles from the site of Newmont’s
IFC-backed mine at Ahafo), resides in a golden stool that descended from
the heavens. When a colonial administrator demanded that, as the repre-
sentative of the British Crown, he be afforded the honor of sitting on 1it,
war ensued. Four decades after Ghana, in 1957, became the first African
colony to win independence, Ashanti Goldfields became the first African
company to list its shares on the New York Stock Exchange. Gold mined
both by corporations and artisanal miners is Ghana’s biggest export. It had
known years of single-party rule, but by the time it discovered oil Ghana
had achieved something almost unique on the continent: it had yielded up
great quantities of commodities while building a functioning, democratic
state.

Yet glitter as it may, Ghana’s gold has not made it rich. It is one of only
ten countries in sub-Saharan Africa to have achieved “medium develop-
ment,” according to the UN’s Human Development Index (all the rest are
classed as “low development,” with a handful too chaotic or authoritarian
for reliable data to be available).?! But Ghana’s relatively comfortable sta-
tus among African countries should not mask the privation that persists;
it sits between Iraq and India in the rankings. Ghana comes close to the
top of the UN index that ranks countries by their success in turning GDP
per head into improved living standards (scoring 22, compared with -g7
for Equatorial Guinea), but Ghanaians’ average income is a tenth of Lith-
uanians’ and one in three Ghanaians cannot read or write, the same level
of illiteracy as in Congo. Inherent in the praise that is heaped on Ghana 1s
a troubling undertone that mitigated penury is the best that Africans can
aim for.

Like the rest of Africa’s resource states, Ghana bowed to the orthodoxy
that the World Bank and the IMF imposed from the early 1980s in the
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form of “structural adjustment programs.” Based on a set of neoliberal
economic policies known as the Washington Consensus, these programs
made loans to poor countries dependent on their adherence to strict con-
ditions, including deep cuts to public spending, privatizing state-owned
assets, and lifting controls on trade. Foreign investment was deemed essen-
tial to economic growth. African and other poor countries were exhorted
to bend over backward with tax breaks and other incentives in order to
attract multinational corporations. When it came to oil and mining, a pol-
icy of beggar thy neighbor emerged, as resource states competed to offer
ever easier terms to foreign companies. In gold mining the standard rate of
mining royalties—a levy charged on mineral production, based on volume,
value, or profitability—settled at about 3 percent across the continent,
among the lowest anywhere in the world.**

When a surge of demand from China and other rising economies sent
commodity prices rocketing in the mid-2000s, it became increasingly ap-
parent to African governments that they were being fleeced. In Zambia,
one of the world’s top copper producers, mining companies were paying
lower tax rates than the half a million Zambians employed in the industry.
In 2011 only 2.4 percent of the $10 billion of revenues from exports of Zam-
bian copper accrued to the government.*” Across the border in Congo the
figure 1s fractionally higher but still negligible: 2.5 percent. Shortly after
I met Koft Gyakah in the shadow of Newmont’s mine in 2009 I went to
Ghana’s Chamber of Mines in Accra and analyzed the data it kept on the
mining industry. The previous year the industry generated $2.1 billion. Of
that, the sum of royalties, taxes, and dividends from government stakes in
mining ventures paid to the state was $146 million, or 7 percent—and that
1s before factoring in the cost to the state of the subsidized electricity the
mines use. It is a pittance compared with 45 to 65 percent that the IMF
estimates to be the global average effective tax rate in mining.** Over the
eighteen previous years Ghana had produced 36 million ounces of gold,
enough to make ninety thousand standard gold bars. A senior banker I in-
terviewed in Accra put it simply: “People are asking: how did the country
earn nothing from a hundred years of mining?”

I put a version of that question to Somit Varma. Varma, an Indian, was
the IFC’s associate director for oil, gas, mining, and chemicals when the
decision to invest in Newmont’s Ahafo mine was taken and had since been
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appointed head of the joint IFC-World Bank department in charge of all
financing and advisory work in those sectors. Later, like several other se-
nior IFC officials, he would switch to a private company that had benefited
from IFC financing—in Varma’s case, Warburg Pincus, the New York-
based private equity firm whose energy company, Kosmos, had received a
$100 million loan agreement from the IFC for its oil venture in Ghana on
Varma’s watch.?

“In all extractive projects we ask: Is the deal fair to the government and
the private sector?” Varma told me.?® “Is the royalty regime fair, the tax
regime?” He emphasized the ancillary benefits from Newmont’s mine.
Newmont had created fifteen thousand jobs, spent $272 million in 2008
within Ghana, and allocated $1 for every ounce of gold sold from Ahafo
and 1 percent of the mine’s net profit to community development proj-
ects—an impressive array by industry standards.

But there were other aspects to Newmont’s deal in Ghana that the com-
pany was less keen to publicize. It was paying a meager 3 percent royalty
on the gold it mined, and like other foreign mining companies across the
continent, it had secured a “stabilization agreement” guaranteeing that its
payments to the state were kept low. The result 1s like an inverted auc-
tion, in which poor countries compete to sell the family silver at the lowest
price. What governments lose under generous deals with resource groups
1s frequently made up by foreign aid, which constitutes a significant share
of many resource states’ income—effectively subsidizing private oil and
mining companies with taxpayer funds from donor countries.

Emil Salim had recommended that the World Bank should strive to bro-
ker o1l and mining deals to “maximize the benefits retained in the country.”
But the IFC was content to back Newmont’s stabilization agreement. “It’s
not that hundreds of companies are lining up to invest in the mining sector
in Ghana,” the IFC’s Varma told me when I asked whether Newmont’s
deal was fair. “They have lots of options worldwide. We have to encourage
companies to go into countries where they might not otherwise.”

Ghana’s minister of finance, Kwabena Duffuor, was clearly less con-
vinced that the apportioning of revenues between his country and the
American mining house was equitable. In late 2009, not long after New-
mont’s cyanide spill, he declared that he wanted to raise the royalties due
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from foreign miners from 3 percent to 6 percent. He said the government
would address “the whole mining sector fiscal regime.”*’

Duffuor was echoing his counterparts in other African resource states,
who were watching as the fruits of the boom in commodity prices were
passing them by. Their demands for renegotiation of the terms prompted
dire warnings from the industry about resurgent “resource nationalism.”
The perennial threat was repeated anew: even modest increases in royal-
ties or taxes would scare off investors. It was an argument that three top
economists from the African Development Bank who studied past efforts
to increase African countries’ share of the spoils deemed to be “seldom
backed by empirical evidence.”* But faced with the veiled menace of for-
eign advisers warning them to remain “investor friendly,” African govern-
ments tend to cave. The multinationals have grown accustomed to getting
their way. When I asked Jeff Huspeni, Newmont’s senior vice president for
Africa, what he made of Ghana’s plan to increase royalties, he said, “Our
investment agreement supersedes the mining law.”*’ Ghana, its fellow gold
producer Tanzania, and copper-rich Zambia all ended up diluting their
plans to increase royalties.

Even when African governments ignore the threats and blandishments of
the World Bank and the resources industry and manage to secure a greater
share of the revenues from their oil and minerals, there is little they can do
to stop the torrent of money that flows out of their countries through tax
fiddles made possible by the globalization of finance. Such illicit outflows
are not limited to the oil and mining industries, but those industries are
particularly well suited to squirreling money out of poor countries, where
they often account for the bulk of exports. Two-thirds of trade happens
within multinational corporations. To a large extent those companies de-
cide where to pay taxes on which portions of their earnings. That leaves
ample scope to avoid paying taxes anywhere or to pay taxes at a rate far
below what purely domestic companies pay.

Imagine a multinational company making rubber chickens, called Fowl
Play Incorporated. Fowl Play’s headquarters and most of its customers are
in the United States. A subsidiary, Fowl Play Cameroon, runs a rubber
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plantation in Cameroon. The rubber is shipped to a factory in China,
owned by another subsidiary, Fowl Play China, where it is made into rub-
ber chickens and packaged. The rubber chickens are shipped to Fowl
Play’s parent company in the United States, which sells them to mainly
US customers.

Fowl Play could simply pay taxes in each location based on an hon-
est assessment of the proportion of its income that accrues there. But it
has a duty to its shareholders to maximize returns, and its executives want
the bonuses that come from turning big profits, so its accountants are in-
structed to minimize the effective tax rate Fowl Play pays by booking more
revenues in places with low tax rates and fewer revenues in places with
high tax rates. If, for example, Fowl Play wanted to reduce its tax liability
in Cameroon and the United States by shifting profits to China, where it
has been granted a tax holiday to build its factory, it would undervalue
the price at which the rubber is sold from the Cameroonian subsidiary to
the Chinese one, then overvalue the price at which the Chinese subsidiary
sells the finished rubber chickens to the parent company in the United
States. All this happens within one company and bears scant relation to
the actual costs involved. The result is that the group’s overall effective
tax rate is much lower than it would have been had it apportioned profits
fairly. Many such tax maneuvers are perfectly legal. When it is done ethi-
cally “transfer pricing,” as the technique in this example is known, uses the
same prices when selling goods and services within one company as when
selling between companies at market rates. But the ruses to fiddle transfer
pricing are legion. A mining company might tweak the value of machinery
it ships in from abroad, or an oil company might charge a subsidiary a for-
tune to use the parent’s corporate logo.

Suppose Fowl Play gets even cannier. It creates another subsidiary, this
time in the British Virgin Islands, one of the tax havens where the rate of
corporation tax is zero. Fowl Play BVI extends a loan to the Cameroo-
nian subsidiary at an astronomical interest rate. The Cameroonian subsid-
1ary’s profits are canceled out by the interest payments on the loan, which
accrue, untaxed, to Fowl Play BVI. And all the while Fowl Play and the
rubber chicken industry’s lobbyists can loudly warn Cameroon, China,
and the United States that, should they try to raise taxes or clamp down
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on fiddling, the company could move its business, and the attendant jobs,
elsewhere. (The BVI company is only a piece of paper and doesn’t employ
anyone, but then there is no need to threaten the British Virgin Islands—its
tax rate could not be lower.)

Numerous studies have concluded that, although such tax dodging is a
problem, no one knows the scale of it, particularly in poor countries, where
reliable data are scarce.’® The Organisation for Economic Co-operation
and Development, the club of the world’s richest nations, acknowledged in
2013 that “multinationals have been able to use and/or misapply” the rules
that govern transfer pricing “to separate income from the economic activ-
ities that produce that income and to shift it into low-tax environments.””!
Noting that “tax policy is at the core of countries’ sovereignty,” the OECD
called for “fundamental changes” to the ways in which multinationals are
taxed.

If multinational companies were genuinely declaring profits where they
were made, one might expect a broad correlation between the size of the
profit and the size of the economy. In 2009 Jane G. Gravelle, an econom-
ics specialist working for the research unit of the US Congress, made just
such an analysis.’ In the seven richest countries after the United States,
American-controlled companies’ pretax profits were, on average, equiva-
lent to 0.6 percent of the gross domestic product of the countries where
the profits were declared. That was Gravelle’s benchmark for her experi-
ment. A higher ratio would suggest that companies were booking dispro-
portionate amounts of profit in countries relative to the business they ac-
tually did there.

Gravelle then took ten of the larger countries considered to be tax
havens. The profit-to-GDP percentage jumped: to 2.8 percent in Hong
Kong, 3.5 percent in Switzerland, 7.6 percent in Ireland, and 18.2 per-
cent in Luxembourg. That suggested that multinationals were artificially
switching revenues into low-tax countries, depriving the governments of
the countries where the companies had their mines or banks or factories of
the tax revenues to which they were entitled.

Finally, Gravelle looked at the tiny islands that form the heart of the
offshore world. In the Channel Island of Jersey, the profit-to-GDP ratio
reached 35.3 percent. In three British Crown dependencies—the British



168 THE LOOTING MACHINE

Virgin Islands and the Cayman Islands in the Caribbean and Bermuda
in the North Atlantic—as well as the Marshall Islands, an outpost in the
Pacific partly controlled by the United States, the figure exceeded 100 per-
cent. Bermuda topped the chart with a profit-to-GDP ratio of 647.7 per-
cent. At this point the notion that multinationals that use tax havens appor-
tion profits fairly becomes absurd: the total profits declared by American
companies were several times the size of each tax haven’s entire economy.

The United States alone 1s losing as much as $60 billion a year to tax
dodges based on income shifting, according to estimates Gravelle cited—
and the United States probably has the most advanced system to enforce
payment and hunt down tax evaders. In a time of austerity multinationals
that pay minute tax bills compared to their earnings have faced popular
outrage, among them Starbucks and Amazon in the UK (not to mention
Bono, a vocal antipoverty campaigner whose band, U2, switched part of its
business affairs from Ireland to the Netherlands to reduce its tax exposure
in 2006). When it comes to poor countries, estimated losses represent far
greater shares of governments’ overall tax take. Global Financial Integrity,
a Washington-based pressure group that has helped propel multinational
tax avoidance into the political debate, estimates that illicit outflows from
the developing world amounted to $947 billion in 2011 and $5.9 trillion
over the preceding decade. Four in every five dollars of those flows were
due to trade mispricing, when companies manipulate the prices at which
they sell goods and services, either between their own subsidiaries or in
transactions with other companies; the rest was the proceeds of corrup-
tion, theft, and money laundering. In Africa the outflows amounted to 5.7
percent of GDP, the highest proportion of any region and growing at a rate
of 20 percent a year. African losses from trade mispricing alone are roughly
equivalent to the continent’s income from aid.”

The resources industries are ripe for trade mispricing—it serves as the
camouflaged conduit of the looting machine. The Norwegian arm of the
Publish What You Pay transparency campaign combed the published
2010 accounts of ten of the biggest oil and mining companies, including
Exxon Mobil, Shell, Glencore, and Rio Tinto, which together made $145
billion in profits on $1.8 trillion in revenues that year.’* Between them the
ten companies had 6,038 subsidiaries, a third of which were registered
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in so-called secrecy jurisdictions, tax havens where all but the most basic
company information can be concealed and that are thought to be crucial
conduits for profit shifting. With their weak, corrupted institutions, Afri-
can resource states are sitting ducks for such fiddling. By another estimate,
the poor country that suffered the heaviest illicit outflows through transfer
mispricing in the three years starting from 2005 was Nigeria. Ghana came
sixth, and Chad ninth.%

Next to all of that, the IFC’s support for Newmont’s unpublished deal
to keep its royalty payments low might seem insignificant. But it is all part
of the same machinery of legitimized plunder. The international financial
system, from the institutions charged with helping poor countries escape
destitution to the vast architecture of offshore secrecy, is stacked against
African states getting a fair cut from their natural resources.

Many highly intelligent people of good faith and sound judgment work
for the World Bank, its assorted arms, and the International Monetary
Fund. Often they work in difficult conditions, driven by a desire to further
the greater good. I have met dozens of them in African capitals and found
many to be astute critics of the ruination the resource industries cause. But
when it comes to the institutions’ relationship with multinational oil and
mining companies, something has gone awry. Perhaps institutions whose
mandate 1s to alter the course of the global economy simply cannot avoid
coming to an accommodation with what 1s, alongside banking, its most
powerful industry. Perhaps some of their officials are seduced by the sheer
wealth and glamour of oil and mining, where chief executives are paid tens
of millions of dollars a year, dine with presidents, and inhabit a world of
vintage wine, corporate jets, and dick-swinging machismo. Whatever their
motivations, the Bank and the Fund have felt compelled to embrace the
oil and mining industries and have, through bodies like the IFC, foisted
resource ventures of dubious merit on African countries again and again.
For decades the Bank and the Fund enjoyed unchallenged positions
as the arbiters of orthodox economic policy in Africa. They could ram
home their arguments by controlling the flow of loans. Sometimes they
were right, sometimes they were catastrophically wrong, but their sway
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scarcely wavered. In recent years, however, that influence has been punc-
tured by the rise of China, a power that can match the old institutions in
financial firepower but is prepared to ask far fewer questions in exchange
for influence over the management of African governments’ oil and mineral
resources.

Not long after Paul Wolfowitz took charge at the World Bank in June
2005, he made it clear that he wanted to fight back against China’s thrust
into Africa. It was becoming evident that China’s easy credit was proving
a seductive alternative for African governments to the conditions the Bank
and the IMF demanded. In the decade leading up to 2010 lending to Africa
by China Exim bank, the state-owned bank through which China funnels
most of its loans to the continent, reached $67 billion, $12 billion more
than the World Bank’s tally over the same period.”® Wolfowitz, formerly a
hawkish member of the US defense establishment and a leading advocate
of the 2003 invasion of Iraq, spotted the trend early. In an interview in
2006, although accepting that past Western lending to Africa, especially
to the Congolese kleptocracy of Mobutu Sese Seko, had been ruinous, the
World Bank’s new boss warned that China risked repeating the madness
of saddling African states with debt while their rulers wallowed in lux-
ury. “Let’s be honest, what the US did with Mobutu . . . was really terri-
ble,” Wolfowitz said. “It was a scandal actually. Just because the US did it
.. . 1sn’t the reason that China has to do it all over again, and I hope they
won’t, but hope isn’t good enough.”®” Chinese banks, Wolfowitz argued,
disregarded the Equator Principles, the voluntary code of conduct, drafted
under the IFC’s lead, governing social and environmental considerations
for investments. He foresaw “pretty frank and direct discussion with the
Chinese.”

This was a little rich coming from the head of an institution whose role
in o1l and mining, in Africa and elsewhere, had been condemned by Emil
Salim in its own review three years earlier. But Wolfowitz’s point was valid.
Access to easy Chinese loans might have looked like a chance for Afri-
can governments to reassert sovereignty after decades of hectoring by the
Bank, the IMF, and Western donors, but like a credit card issued with no
credit check, it also removed a source of pressure for sensible economic

management.
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James Wolfensohn, Wolfowitz’s predecessor as World Bank president,
in an interview reflecting on his tenure, captured the link between the surge
in competition between China and the West for Africa’s oil and minerals
and the reduction in the World Bank’s ability to press for reform. “What
we’re seeing now 1is a rush for natural resources in Africa,” Wolfensohn
said in 2011.7® “I think there’s a lot less concern about the internal devel-
opment of the countries than would be thought of by, say, the African De-
velopment Bank or the World Bank. But you do have ready money going
into too many of these countries. And the issue of corruption and the issue
of trying to get good governance 1s, I think, under less pressure now in a
number of these countries than it was when I was around. It’s going to be
along road.”

It was not just the World Bank that found its influence in Africa’s re-
source states diminished. The IMF, its sister institution charged with
maintaining the stability of the world financial system, already had a bad
reputation in Africa, with reformers and kleptocrats alike, for imposing the
strictures of the Washington Consensus, under which African states had
become test tubes for the unfettered free-market philosophy that would
also beget the subprime crisis and subsequent near-collapse of the West-
ern banking system. Emil Salim’s review of the World Bank’s record in the
oil and mining industries reported that, in the cases it had studied, “the
IMF’s approach to the extractive sectors was mainly one that promoted
aggressive privatization of significant mining and hydrocarbon assets for
short-term financing of the [government’s budget] deficit. This did noth-
ing to ensure the creation of competition, efficiency gains, development of
a domestic private sector, or environmentally and socially sound develop-
ment strategies for the extractive sectors.”

The backlash to the stringent conditions it imposed under its structural
adjustment programs has chastened the IMF, but there were also reasons
to be concerned about its increasing readiness to lend money to African
governments with fewer stipulations. Using loans as leverage is easily car-
icatured as a neocolonial bludgeoning of sovereign African states, but it
has its uses. In 2012 the IMF suspended a $500 million lending program
to Congo to put pressure on Joseph Kabila’s government to disclose the
details of one of its murky copper deals with Dan Gertler.” Elsewhere,
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however, the IMF has been far more pliant in its dealings with corrupt
governments of African resource states that can play off traditional lenders
against deep-pocketed Beijing.

In the aftermath of Angola’s civil war the refusal of the IMF and Western
donors to lend while the government declined to explain where its money
was going helped push the country into the arms of the Chinese. By 2007,
according to Angola’s finance ministry, the country had secured at least $4
billion in credit lines from China’s state-owned Exim Bank, plus another
$2.9 billion arranged by Sam Pa’s Queensway Group through China In-
ternational Fund.*® As the emerging economic powerhouses of Asia and
Latin America guzzled commodities, the price of a barrel of oil, on which
Angola’s government depends for three-quarters of its income, had risen
from $25 at the start of the decade to $140 by the middle of 2008, pouring
money into Sonangol and burnishing the Futungo’s sense of indestructi-
bility. But when, in September of that year, Lehman Brothers came crash-
ing down, sending tremors through the global economy, demand for oil
fell dramatically. By December 2008 a barrel of crude was selling for $35.
Petro-states that had grown accustomed to the high life suddenly found
themselves unable to fund their own budgets. Angola was a case in point.
For the IMF it was a chance to get a foot back in the door.

José Eduardo dos Santos’s government needed money fast. In July 2009
it approached the IMF for emergency funding and said it was prepared to
clean up its act to get it.*! Emissaries from the IMF flew to Luanda for talks.
Global Witness, which had spent years documenting misrule by Angola’s
oil- and diamond-funded elite, warned that the IMF would be “condoning
corruption” if it failed to impose sufficiently stringent conditions for the
proper management of Angola’s opaque state finances before extending a
loan.*?

In November 2009 the IMF announced that it would lend Angola $1.4
billion to tide it over for two years. It declared that the deal included a
“focused reform agenda.”*® The government, the IMF said, had agreed
to “better oversight of major state-owned enterprises, especially Sonan-
gol, the state-owned oil company,” including ending its “quasi-fiscal op-
erations,” a wonkish term for Sonangol behaving like a state in its own
right, taking out loans and spending money with little oversight. “The
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authorities’ intention to enhance fiscal transparency, especially in the oil
sector, 1s welcome,” Takatoshi Kato, the IMF’s acting chairman, said when
the loan deal was announced.**

What transpired was superficial reform at best. For every loan it makes
to a government, the IMF conducts periodic reviews to see how the na-
tional finances are being managed and whether its conditions are being
met. As they were poring over Angola’s accounts, the IMF’s economists
noticed a discrepancy in the numbers. They totaled up all the revenue An-
gola should have received—mostly from oil sales—between 2007 and 2010
and compared the figure with how much had actually arrived at the trea-
sury. The gap between the former and the latter was enough to make even
seasoned IMF officials’ jaws drop: $32 billion.*” Even once much of the
missing money had been traced to Sonangol’s web of financial dealings,
$4.2 billion was still completely unaccounted for. Angola’s government
had not been strapped for cash merely because of the turmoil in the global
economy; the Futungo’s shadow state had looted its treasury. But the IMF
continued to hand over its loan, bit by bit, and to repeat assurances it re-
ceived from the government that reforms were at hand. Sonangol did start
disclosing more information about its dealings, even publishing audited
accounts, and dos Santos agreed to shift much of Sonangol’s spending
on to the government’s books, although he exempted oil-backed loans—
precisely the vehicles used by Chinese state-owned banks and the Queens-
way Group, whose infrastructure projects the Angolan government had
bailed out to the tune of $3.5 billion in 2007. Several other conditions of
the IMF loan remained unfulfilled.

Ricardo Soares de Oliveira, the Angola expert at Oxford University who
has spent years probing the Futungo, was scathing of the IMF’s leniency:
“It 1s not just the IMF that has gone soft. Many western states suppos-
edly worried about China’s dealings were among the first to backtrack on
reform. . . . [W]hile Angola’s oil economy has never been more transpar-
ent, the impact of this on the governance of the country is trivial and even
strengthens the regime.”*® The cryptocracy evolved, but it kept its most
secretive recesses—such as China Sonangol, the oil partnership with the
Queensway Group—out of sight behind offshore companies and undis-
closed contracts. The Futungo was able to enjoy the legitimacy conferred
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by the IMF’s engagement, selectively implement the reforms that made
commercial sense, and twist others to entrench its authority.

In 2012, as stipulated in the terms of its loan from the IMF, Angola set up
a sovereign wealth fund, a commonly used vehicle for countries that make
lots of cash from exports to invest some of it at home and abroad. It was a
sensible idea in an economy so skewed by oil. Norway’s sovereign wealth
fund 1s arguably the main reason it has been able to dodge the resource
curse—by keeping most of its oil revenues well away from the budget, to
be invested for posterity, rather than inflicting Dutch Disease on the econ-
omy and allowing the political elite of the day to reward its cronies with
fast cash. Angola’s sovereign fund was given $5 billion of oil revenues to
invest.*” The choice of leadership for the fund, however, did little to allay
fears that it would simply serve as another vehicle for the Futungo—the
new fund was to be chaired by José Filomeno dos Santos, the president’s
son.

By early 2011 the oil price was back above $100 a barrel. Even after the
full loan had been issued, in 2013 the IMF’s inspectors were still reporting
that the government’s endeavors to account for the missing billions were
“continuing.”*® As Barnaby Pace, an oil specialist at Global Witness, put it,

“The Angolan government effectively treated the IMF as their overdraft.”*

Lattle of the detail of such elaborate financial maneuvers reaches the slums
of Luanda, the hamlets of central Ghana, or the scarred mining towns of
the Congolese copperbelt. But when their inhabitants detect, as Kofi Gya-
kah did beside a poisoned pond, a nagging sense of powerlessness, it is
this maneuvering they are sensing. Like the rumbles of a mine out of sight
beyond the foliage, there is an alignment of political elites and transna-
tional corporate networks subverting public institutions to dredge power
and wealth upward into their own grasp, along with the oil and minerals
they take from beneath African soil to fuel the richer parts of the world.
The means are complex, sometimes even well intentioned, but the result
is the accumulation of Africa’s natural wealth by the few. For the rest, little
remains but dead dogs and promises.
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God Has Nothing
to Do with It

HEN THE WARLORDS of Nigeria’s oil province assembled for a con-
Wclave in late 2005 and resolved to shake the world with a campaign
of kidnapping and sabotage, they entrusted the task of launching the on-
slaught to one of their most feared confreres. Farah Dagogo was short and
slight, but he had established a reputation for daring and ruthlessness.
Born in the east of the Niger Delta, where west Africa’s mighty waterway
divides into countless creeks and empties into the Gulf of Guinea, he grew
up watching oil desolate his homeland. The lush mangroves of the world’s
third-largest wetland, an area the size of Ireland, groan with spilt crude. If
you reach out from one of the canoes that ply the creeks and run your hand
through the water, chances are you’ll see the telltale rainbow refractions of
petroleum. Pillars of flaming gas have raged day and night for fifty years, a
technique of oil extraction known as “flaring” that richer countries banned
long ago.

The Niger Delta, as Dagogo and every last one of his 30 million fel-
low Deltans know, yields the oil that brings in 70 percent of the Nigerian
government’s income and almost all the foreign currency that the country
needs to pay for imports. Dictators did not hesitate to unleash the military
if the Delta grew too restive. For men of Dagogo’s generation the path of
life led toward violence.

Dagogo was bright and received a basic education. “He could be any
mother’s son,” Annkio Briggs, a veteran Niger Delta activist who has
known him for years, told me." “He’s a nice looking young man. They
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were all young men growing up and who were not able to finish secondary
school because there was nothing in the communities. Poverty drove them
out, and they had no direction.”

Dagogo gravitated toward the man, formidable both in bulk and bom-
bast, who was whipping up the Delta’s resentment into a storm. Mujahid
Asari-Dokubo was the figurehead of the armed struggle that broke out in
the Niger Delta in the years after the end of military rule in 1999. He gave
voice to the bruised pride of the Ijaw, the main ethnic group in the Delta
and the fourth biggest in the land, who had been excluded from the highest
reaches of Nigerian power since independence as the Hausa of the North,
the Igbo of the East, and the Yoruba of the Southwest took turns at the
trough. Baptized into Christianity like most Deltans, Asari converted to
Islam, taking the name Mujahid, or holy warrior, and began to taunt the
authorities. More militant than some of his fellow Ijaw agitators, he formed
a private army, the Niger Delta People’s Volunteer Force, and declared
a guerrilla war against the Nigerian state and foreign oil companies, de-
manding that the people who lived there retain a greater share of the tens
of billions of dollars that the Delta’s o1l fetches every year.

Asari drew in members of armed gangs, such as the KKK and the Green-
landers, which had evolved from university confraternities and bought
weapons with the proceeds of the trade in heroin, cocaine, and marijuana.”
Commanders of the militias that blended crime with the cause of liberation
joined him too, among them Farah Dagogo, who placed his own burgeon-
ing paramilitary organization under Asari’s banner. Dagogo made himself
indispensible, acting as a personal aide to the boss, organizing logistics,
and keeping arms caches stocked. As Asari’s forces battled rivals for ter-
ritory in the eastern Delta, oil companies panicked and retreated. Crude
output dropped. When the rattled government arrested Asari in 2004 and
charged him with treason, Dagogo supplanted him as leader.

Along with military men and politicians, Farah Dagogo and his fellow
warlords were captains of the trade in stolen crude oil known as “bunker-
ing.” Usually working by night, with the dank air and lapping waters of
the creeks making their hands slippery as they smashed open the pipe-
lines that snake through the Delta like black veins, bunkering gangs used
two techniques: siphoning oil from a functioning pipeline (“hot-tapping”)
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or blowing up the pipe and carting off the crude that spills out (*“cold-
tapping”). The trade was highly lucrative, even if its practitioners risked
incineration. The UN estimated that, with a turnover of $2 billion a year,
Nigeria’s illicit oil rackets matched the west African cocaine trade in value.?
Once the cargoes that were misappropriated at export terminals were
added to the crude siphoned directly from pipelines, bunkering accounted
for one hundred thousand barrels of crude a day, equivalent to one in every
twenty barrels of Nigeria’s o1l production or the entire oil output of Chad.
Army and navy officers were complicit in the bunkering networks, and an
authoritative investigation into the illicit o1l trade pointed to “high-level
civilian involvement.”*

There was also money to be made from ballot stuffing and intimidat-
ing voters during elections “characterised by monumental fraud.” In the
gangs the Delta’s politicians had a ready-made weapon to secure victory.
Between polls “the boys,” as they are known, were left to their own devices.

Farah Dagogo emerged as one of the dons of the eastern Delta. Around
the end of 2005 the overlord of the western Delta, Government Ekpumo-
polo, better known as Tompolo, called for a gathering. Tompolo had built
a sophisticated enterprise funded by extortion and oil theft. To a greater
extent than his fellow warlords, he was also more like a traditional Nigerian
chief, a benefactor to the civilians in his territory, and a skipper to the three
thousand armed men under his command. He combined guerrilla warfare
with a social safety net. He had an ideology that drew on the Delta’s rich
heritage of intellectual agitation for self-determination. Tompolo could
claim spiritual authority too, as a follower of Egbesu, war god of the Ijaw.
Under his aegis the commanders of the Delta’s militias agreed to coordi-
nate their forces and merge their oil-theft operations. The Movement for
the Emancipation of the Niger Delta—MEND—was born.

By the time MEND came together Dagogo was known as a reliable op-
erator. He had demonstrated both his flair for spectacle and his ability to
humiliate the authorities, such as when he staged a jailbreak in Port Har-
court, the Delta’s oil city, to spring a crime lord called Soboma George
from prison.® With another warlord, Boyloaf, he was nominated to under-
take a mission that would announce MEND’s formation. On January 11,
2006, Dagogo and Boyloaf kidnapped four foreign oil workers in a raid on
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a Shell platform in the shallow coastal waters of the Delta.” The abduction,
coupled with a blast that knocked out one of the Delta’s main pipelines,
marked the start of Nigeria’s oil war.

There had been kidnappings before. There had been pipeline attacks
and raids by canoe-born gunmen. Nor were the grand threats to hold the
federal government ransom by cutting oil production new. What changed
was the scale of the onslaught. At the peak of its campaign MEND cur-
tailed Nigeria’s oil production by 40 percent, equivalent to cutting off the
entire oil production of the UK.

From the outset there were indications that MEND’s leadership was,
like Laurent Nkunda’s coltan-funded militia in eastern Congo, at least as
devoted to self-enrichment as to the political causes it espoused. There
was little to indicate that Farah Dagogo was concerned with anything other
than lucre. He set up his base close to civilian settlements in the creeks of
the eastern Delta, so as to better ward off military attacks. When the kidnap
squad arrived back at MEND headquarters it took six days to agree on
the demands they should make. Alongside the release of the incarcerated
Asari and a state governor with close ties to the gangs, MEND called for
total local control of o1l revenues and a payment of $1.5 billion from Shell
as the price of the hostages’ liberty. None of the demands was met, but the
four were freed unharmed after nineteen days, following a ransom payment
from the local authorities.®

But MEND succeeded in generating fear, a commodity as valuable as the
crude itself. Claims of responsibility and threats of new attacks e-mailed
out to journalists sent shivers through oil markets (though their author,
Jomo Gbomo, was nothing more than a Yahoo! account used by a band
of eloquent Deltans on whose literary flair MEND’s fighters drew to mag-
nify the impact of their raids). As well as Shell, the two biggest American
oil companies, Exxon Mobil and Chevron, came under fire, as did other
European groups operating in the Delta. Even the giant offshore fields that
the o1l majors had constructed in the Nigerian waters of the Gulf of Guinea
were not safe. In June 2008 MEND gunmen in speedboats struck Bonga,
Shell’s flagship oil field seventy-five miles out to sea, temporarily crippling
the $3.6 billion facility and knocking out a tenth of Nigeria’s crude output.

MEND was always a fractious coalition of rebel groups and criminal
syndicates. The divisions that emerged over how to apportion the first
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ransom payment only widened, and MEND became a franchise for plun-
der under the banner of resistance, with no unified leadership. But it none-
theless represented an informal army of as many as sixty thousand men,
and its attacks received worldwide attention because of what they did to
the price of oil. It so happened that the unrest in the Delta broke out just as
oll prices were approaching record levels, as the fast-growing economies
of China and India acquired a prodigious thirst for petroleum, and lost
Nigerian production drove the price of a barrel higher still.

In October 2009 Farah Dagogo cashed in some of his chips. Following
other senior commanders from MEND, he emerged from the creeks to
accept an offer of amnesty that Umaru Yar’Adua, Nigeria’s president, had
extended in desperation after a surge of attacks on oil-industry installa-
tions. “In line with conditions attached to this amnesty offer, we are sur-
rendering all weapons under our direct control,” Farah said in a grandiose
statement.” “It is my sincere desire that the government immediately em-
barks on dialogue to forestall a resurgence of violence in the Niger Delta.”

The rhetoric was of a peace bargain to settle decades of resentment. In
reality the whole affair was little more than a way to slug cash into the Delta
to buy a lull in hostilities. All the principal warlords took the amnesty.
Some decamped to begin luxurious semiretirement in Abuja, the capital,
or in the gaudy splendor of uptown Lagos, their pockets lined by the gov-
ernment and their oil-theft empires intact and even expanding. They sim-
ply ditched their political demands from the years of “freedom fighting.”

The Delta 1s the scene of the most direct struggle for a share of Nige-
ria’s oil. But the same struggle has consumed the entire Nigerian political
system. As in Africa’s other resource states, there is a finite pot of oil—or
gold, or copper, or diamonds—so it is a zero-sum game: for me to win, you
must lose.

Umaru Yar’Adua lured the warlords from the creeks with the classic bargain
of the rentier state: pledge yourself to the status quo, and we shall cut you in
on the resource money. It is the unspoken pact that governs Nigeria—and
that catalyzes the oil of the Delta into the violence that stalks the nation.

In Kano, northern Nigeria’s ancient trading city that is the gateway to
the expanses leading up to the Sahara, I met a man who was present at the
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country’s birth. Yusuf Maitama Sule served as a young minister in Nige-
ria’s first government. Over the following half-century he had seen how
resource states produce predatory governments, both at home and as the
chair of the UN’s committee against apartheid. By January 2010, when I
sought him out, he had long since retired to his residence in Kano, its stone
walls cool against the searing heat of the arid North, but a humble dwelling
by the standards of his fellow politicians. Now eighty, age had taken his
sight but not the skill for oratory that had earned him his nickname, the
Gramophone.

The problem, Sule declared, was that Nigeria’s political leaders had de-
parted from the golden rule that Ahmadu Bello, the Sardauna of Sokoto
and elder statesman of the North at independence, had imparted to his
protégés, Sule among them: “Sardauna used to tell us that you can’t be
running and scratching your buttocks at the same time. You have to do one
or the other. You can’t be in government and do business at the same time.
He said, ‘Any of my ministers that is interested in business should resign.””

Perhaps Sule’s hankering for the mores of the first republic was tinted
with the need of an old man to feel he had done some good. Historians
would note that it was the northern elders who transplanted the feudal
structures of the old caliphates onto the new country they created, help-
ing to perpetuate the colonial pattern of control by a narrow elite and en-
gendering a political system that was ripe for hijjacking by homegrown
plunderers. Yet it is hard to argue with the Gramophone’s contention that
the trajectory from those first years of nationhood has been downward.

“Today, our main problem is oil,” Sule went on. The seven-year rule of
Ibrahim Babangida, the northern general who seized power in a 1985 coup
that deposed the previous northern general, marked the inception of the
class of oligarchs and officials who used public office to award themselves
stakes in the oil business, Sule explained. “It was during Babangida’s re-
gime that for the first time private individuals started getting oil blocks,
and they made a lot of money. Today, unfortunately, all of us have interest
in one thing—materialism. Everybody wants to make money. The house-
wife wants to make money. Her husband wants to make money. The ruler
wants to make money. The traditional ruler who used to command a lot
of respect because he had no interest in anything but his rulership, today
he 1s interested in making money. The politician, he’s not thinking of the
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national interest but his own personal interest, making money. All of us,
unfortunately, have interest in one thing, and that is why we are having
problems. That is why there is chaos in politics.”

Corruption is bad enough. But something else had happened, some-
thing darker still. “Having tasted power, they wanted to go on with it,” Sule
said of the class of petro-politicians that emerged. To do that, they “started
appealing to the tribal or religious sentiments of their people.”

In resource states ethnicity takes a terrible form. As resource rents beget
a ruling class that is not accountable to the people, power is maintained
through patronage. Public service is largely abandoned. With no record
of service to point to, politics becomes a game of mobilizing one’s ethnic
brethren. For us to win, they have to lose. The social contract is replaced
with a compact of violence.

Some eighteen thousand Nigerians died in ethnic, religious, and po-
litical violence between the return of democracy in 1999 and 2012 (a tally
that does not include the additional thousands killed by Boko Haram and
the part-inept, part-vindictive army response to the insurgency).'” At its
heart this violence is the result of Nigeria’s poisonous petro-politics, often
dressed up as religious zealotry or ethnic chauvinism. In these direct acts
of violence alone—not counting all of the children slipping away in dilap-
idated hospitals, the drivers who meet their end on roads where mainte-
nance contracts have been embezzled, and the victims of a police force that
is more predator than protector—the Nigerian looting machine claims a
life every six hours. The common thread between the Niger Delta’s war-
ring militias, the gangs that sack northern villages, and the armed vote-
riggers who rampage nationwide at election time on behalf of their masters
at every level of Nigeria’s federal government is the life-and-death pursuit
of oil money.

I had been sitting with Maitama Sule for many hours when he grew tired
and his aides shepherded him away. That evening in Kano my phone rang.
Something terrible had happened in Jos.

From the commotion emanating from one of the burned-out dwellings I
sensed that even the members of a burial detail accustomed to macabre
sights had been rattled by their latest discovery. Dressed in white robes,
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they were systematically extracting the corpses from the rubble. One of
them emerged from the blackened husk of a hut carrying the first recepta-
cle that had come to hand, a small cardboard box that had once contained
spaghetti branded with “a promise of quality.”” The tiny form within was
on its side, its arms tucked under its chin, as though sleeping. It was so
charred that it could have passed for a lump of charcoal. From the baby’s
size, I guessed its life had ended before its first birthday.

The burial detail moved through the village, which is known as Kuru
Karama. Almost every house and hut had been burned, the squat mosque
too. Debris shifted underfoot. The flames had peeled first the clothes, then
the skin from the women whose bodies had been dumped into wells, there
to distend with water for the three days that had passed since their death.
An old man, known as the village simpleton, had had his neck broken be-
fore his killers shoved him into a hole. His head was twisted at a grotesque
angle; his lifeless eyes looked up and out. The other bodies were like the
baby’s: scorched to the point that they might never have been flesh.

Thekillers had come on a Tuesday morning in January 2010, descending
out of the hills that ring the village. They had guns, blades, and machetes.
Many of the villagers who had tried to flee into the scrubby farmland were
hacked down as they ran. Clothes, long since dry, fluttered uncollected on
a washing line.

Under Islamic custom the dead must be promptly interred. By now it
was Friday. The first burial detail had arrived from the main mosque in the
nearby city of Jos the previous day, but the scale of the slaughter had been
so great that another had had to come to complete the task. The undertak-
ers were working quickly, looking warily up at the hills. Corpses are heavy.
These ones made a dull thud of lifelessness as they joined their neighbors
in a mass grave. By the time the sun slipped toward the horizon on the
second day of burials, a hundred and fifty bodies had been consigned to
the ground.!!

Abdullahi Wase had left the village on business the day before the attack.
He came back in time to watch his wife’s body being heaved into the burial
pit. His children were nowhere to be found. Around him other residents
who had dared to return salvaged what they could, scampering to catch
their chickens and goats and manhandle them into the trunks of waiting
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cars. Perhaps they would head to the primary schools in Jos, which had
been turned into refugee camps over the past few days, joining the eighteen
thousand people who had been driven from their homes. From there they
would try to start rebuilding their lives. Until the next time.

I had arrived in Jos the previous day. On the road down from Kano into
the Middle Belt that marks Nigeria’s religious division we passed twenty
roadblocks manned by soldiers and police deployed to stop the turmoil in
Jos from spilling outward. Behind the scrap yards on the outskirts of the
city, a lone man was praying. The workshops were deserted, so too the
streets. Toward the center of the city a family was cramming belongings
and relatives into a hopelessly overloaded red Volkswagen as the early eve-
ning curfew, which the military had shoot-on-sight orders to enforce, drew
near. A charred body lay within the estate they were fleeing, they said, but
no one dared enter to retrieve it.

I made it to a hotel just before the curfew descended and called Moham-
med Lawal Ishaq. Ishaq was a lawyer and a leader of Jos’s Hausas. A ma-
Jority across the North, the Hausa are regarded as outsiders or “settlers” in
Jos by the Berom and the other ethnic groups deemed “indigenes” of the
state. “The so-called indigenes dominate government patronage,” Ishaq
told me, as rifle fire echoed around the city. “So the so-called settlers, they
venture into business. Some of them happen to be very successful. That is
a trigger. The presence of the settlers in large numbers is threatening the
political power of the indigenes. The people who consider themselves the
indigenes, they happen to be Christians. The “settlers’ happen to be Mus-
lims. The government is supposed to be for all. But the so-called settlers
believe the government is behind what is happening today. Now it’s every
man for himself.”

There were conflicting accounts of how the trouble had started. The
most reliable seemed to be that a Hausa man had been trying to repair the
damage done to his house in a previous bout of destruction. There had
been an altercation with some young Christian men. In such crucibles of
hatred that is all it takes—the city burned. Ishaq said fifty bodies had been
brought to the central mosque so far. I had heard that at least two hundred
people had died, both Christians and Muslims. Goodluck Jonathan, tenta-
tively in charge while Yar’Adua was lying in a Saudi Arabian hospital, had
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sent in the troops. The presence of the army, traditionally dominated by
northerners, had calmed the Hausa population, who regarded the local se-
curity forces as loyal to the Berom, just as the Berom believed the military
had arrived to avenge slain Muslims. Burial teams from the central mosque
had begun to venture, under military escort, to the outlying Hausa areas.

Jos was once a boom town. World War II stoked demand for the tin
that lay in rich seams beneath its rocky outcrops. The colonial authorities
brought in labor, adding to the flow of migrants who had been arriving
since the previous century. Hausas from the Islamic North settled among
the Berom and other local tribes, many of whom had been converted to
Christianity by colonial missionaries. When the going was good, harmony
prevailed. Nigerians of a certain age and class wistfully recall eating straw-
berries in Jos in the 19770s, caressed by cool breezes. Future prime minister
John Major did a stint in one of the city’s banks before returning to Britain
and entering politics. But the tin mines fell into decline, their stocks ex-
hausted and their administration beset by corruption. Hausas, better edu-
cated than the local inhabitants and connected to trade networks stretch-
ing across the North, weathered the changes well. They had secured titles
to land; they prospered. Among the Christians the relative success of the
newer arrivals bred resentment.

The Berom and their ilk amount to mere specks in Nigeria’s ethnic tap-
estry. However, under the federal constitution, designed in the wake of the
Biafran War to ensure that opportunities for patronage were widely dis-
tributed, they were designated the “indigenes” of Plateau State. That gives
them first claim to every public office and, in turn, to the share of Nigeria’s
oil revenue that represents almost the entire income of state governments—
it gives their leaders a stake in the looting machine. For more than two de-
cades Hausas’ attempts, often backed by the federal government, to secure
local government positions have triggered what amount to street battles
over oil rent. In September 2001 a thousand people died in seven days.

In 2007, eight years into civilian rule, the governorship of Plateau State
became vacant. Joshua Dariye, the governor since 1999, had succumbed
to the consequences of his own greed. He had been detained on money
laundering charges during a visit to the UK in 2004 but absconded, begin-
ning what would become a tradition for Nigerian governors who enjoyed
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impunity at home but fell foul of the authorities in Britain, where much
of their looted wealth ended up. Back in Nigeria, Dariye was suspended
from office by Olusegun Obasanjo, then president, for failing to prevent—
and even, it was suggested, instigating—the near-constant ethnic violence
in his state. A vociferous Christian and member of a small indigene tribe,
Dariye described Jos’s Hausas as “unruly tenants.” He clung to the gover-
norship for a while until charges of embezzling $9 million of public funds
eventually brought him down.'? (The case became bogged down in Nige-
ria’s tortuous legal system, and in 2011 Dariye won a senate seat.)

Dariye was a prime example of what is known in Nigeria as an “ethnic
entrepreneur,” the kind of politician that Maitama Sule feared was taking
over the country. His successor was less clownish and more politically as-
tute but belonged to the same category. As a senior officer in the Nigerian
air force, Jonah Jang had twice served as a military governor of two states
near Plateau during army rule. Born in Du, at the heart of Berom country,
Jang was a Christian, a theologian, and a Pentecostal pastor. His official ha-
giography describes him as a “jolly good fellow.”"? He left the military once
the soldiers relinquished power, helping to form the People’s Democratic
Party. He lost the 1999 gubernatorial race to Dariye but clinched the post
in the shambolic elections of 2007.

The Christians of Nigeria’s Middle Belt have long feared subjugation
by Islamic invaders from the North, real and imagined, and men like Jang
portray themselves as their defenders. On Jang’s watch the Hausa in Jos
were not only excluded from representation in public office but also felt
that their housing and the markets where they traded were under threat.'*
“The governor has become an evangelist of the assertiveness of Berom he-
gemony,” a high-ranking Christian cleric told me.'> “He has become very
paranoid.” A moderate Berom in Jos who had held high office in the state
government saw Jang as the embodiment of what was becoming a cam-
paign of ethnic cleansing: “He’s an extremist. He has very strong tribal
views. Politicians . . . manipulate feelings. That’s what people have come to
call the Berom Agenda: capture power, capture the resources, the state and
the patronage, mostly to the Berom. Now this has become: “The Hausa im-
perialists, they must be curtailed and controlled.”'® Jos’s indigenes were
prepared to kill in the name of their governor. On the walls of a burned-out



186 THE LOOTING MACHINE

house in a Hausa quarter of the city, where a scorched torso and two hu-
man limbs lay scattered among the debris, the killers had daubed, “God
bless Jang.”

I wanted to meet this man who epitomized both Jos’s tragic spirit of
violence and the politics of ethnic patronage through which the Nigerian
petro-state is controlled. Once the nightly curfew was over I set off for the
governor’s offices, edging through the roadblocks. At the state government
headquarters I had arranged to see Jang’s spokesman, James Mannock.
The prospects of an interview with the governor were slim, he told me."’
Instead, Mannock introduced me to Toma Jang Davou.

Davou was large, aging, and enraged. As the head of the local Berom
parliamentary forum, Davou shared with the governor a birthplace and a
political creed. Jos’s suffering could be blamed squarely on the northern-
ers, he said. “They have made concerted attempts to destroy democratic
structures and impose upon Nigerians an Islamic sultanate,” Davou thun-
dered. “In order to achieve this aim, they have connived with al-Qaeda.”
There were, it was true, the first signs of links between northern Nigerian
jthadists and al-Qaeda affiliates in the Sahara. But what outraged Davou
most was the way the northern dictator Ibrahim Babangida had tinkered
with Berom dominance of Plateau State’s patronage system in 1991 by
creating a new constituency with a natural Hausa majority. “He made Jos
North exclusively for them. That was what triggered the problem, up to
today.”

In 2008, a year into his tenure as governor, Jonah Jang decided to hold
long-postponed elections that would include a contest for the chairman-
ship of the Jos North local government. The governor had been warned
that staging an election would be fraught with danger.'® He proceeded
nonetheless. The Hausa would probably have had a majority in a free vote,
but this would not be a free vote. Such was the PDP’s dominance that,
as with most other elections for every office from the presidency down-
ward, the decisive contest would be the party primary to choose a candi-
date. Jang refused demands to nominate a Hausa; instead, he shipped in a
Berom from his hometown to be the PDP candidate for Jos North. When
the election came, the Hausa voted for an opposition party. Discovering
that the vote count had been moved to a Berom-dominated part of Jos



GOD HAS NOTHING TO DO WITH IT 187

North, Hausas began to muster outside it, suspecting foul play."” Chanting
PDP partisans descended too, and PDP officials were seen entering the
building. Late into the night the police told the crowds to disperse. Stones
flew through the air. The next day, as Muslim and Christian, Hausa and
Berom, set upon one another’s women and children, it was announced
that the PDP had won Jos North and every other local government chair-
manship in the state.

Davou begrudgingly acknowledged that there had been violence on
both sides in Jos, in 2008 and now. But he insisted that hundreds of Chris-
tian bodies would shortly be discovered, claims for which I did not find
any proof, although the Red Cross confirmed that there were Christians
among the dead, and Berom neighborhoods were as fraught with fear as
Hausa ones.

The next day I negotiated the checkpoints again, heading for Ignatius
Kaigama’s church. Jos felt, if not calm, at least numbed, like a fist fighter
who realizes, as the adrenalin subsides, that he has gone too far and beaten
his opponent to a pulp.

Kaigama managed a hearty, gap-toothed smile of greeting despite the
misery engulfing the city whose Catholics he had watched over for a de-
cade. I had listened to Hausa and Berom alike vowing that there would
be no peace until their enemies yielded. Kaigama’s was one of the few pa-
cific voices, though it was seldom heard above the clamor for vengeance.
His position as the chair of the Christian Association of Nigeria had not
shielded him from being accused of treachery by other Christian leaders
when he had sought to set up an interreligious committee for peace with
his Muslim counterparts.

Ushering me into his rectory, he dismissed the rumor that the likes of
Davou had circulated that the latest trouble had begun when a church was
attacked. The church in question was untouched, Kaigama said. Such fic-
tions were part of Jos’s theater of violence: facts are mutilated, history 1s
maimed. In any case, as far as the archbishop was concerned, God had
nothing to do with it.

“No crisis 1n Jos is religious,” Kaigama told me. “You get some reli-
gious leaders on both sides who use their preaching to say, “They are the
enemy.’ The real issue is the competition for who owns Jos. It’s ethnic and
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political.” Like the Niger Delta, where the rhetoric of resistance serves as
a cover for a vast criminal enterprise, the cloak of religion provides a dis-
guise for the Middle Belt’s looters who will use any means to secure their
share of the resource rents. Their henchmen enjoy impunity. “How many
cases have we had?” the archbishop went on. “Who has ever been pun-
ished? People have been arrested. After a month or two we hear nothing
more of it. They just get released.”

Like the Futungo in Angola, Nigeria’s rulers had abdicated the steward-
ship of the common good, Kaigama believed. “I suffer the consequences of
their failure,” he told me. “Every day there is a queue here,” he gestured to-
ward the door of the rectory. “They are not coming for spiritual guidance.
I end up being a social worker or giving money to people whose wife needs
a blood transfusion. Nobody is talking about the HIV pandemic, hunger,
youth unemployment.” By contrast, the struggle for patronage was all con-
suming. “There’s no room for merit: it’s survival of who knows who. It’s
about numeric superiority and territorial controls, then it’s put in religious
garb.”

I was about to leave when Kaigama’s genial expression became grave.
“A culture of violence is developing,” the archbishop said. “Young people
who are growing up know nothing but hatred and violence. They don’t see
the sanctity of life. They are ready to kill. God is not such a weakling that
we must kill for him. Any politician who has failed resorts to religion. If he
doesn’t win a contract or a position, he will say it is because I am a Chris-
tian or a Muslim. It is religion politicized and used as a weapon.”

A governor of one of Nigeria’s thirty-six states 1s effectively president of
his own fiefdom. He has immunity from prosecution and controls the state
security budget. The chairman of each of the 774 local governments is an-
swerable to the state governor. To win a presidential primary a candidate
needs two-thirds of the states to back him. That backing is in the gift of the
governors. The Governors’ Forum 1s perhaps the most potent gathering
in the land. Only about half of Nigeria’s oil revenues are allocated to the
federal government. A fifth goes to the local governments. The governors
control the quarter of oil revenues that goes to the states.
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Oil-producing states receive an additional 13 percent share of Nigeria’s
oil income before it is divided between the tiers of government. The state
houses of the Niger Delta are powerful pistons of the looting machine.
When he agreed to meet me in late 2010, Timipre Sylva had succeeded
Goodluck Jonathan as governor of Bayelsa, one of the Delta’s three main
states. I had hoped to interview him at Gloryland, the gubernatorial palace
set well apart from the shacks that house his constituents. Instead, I was
summoned to the penthouse suite of a five-star hotel in Lagos, where Sylva
was staying with his entourage during a visit to the commercial capital.

A tall and intelligent man, Sylva was under pressure. Politics in the Ni-
ger Delta is unremittingly volatile. Gunmen drift between the militias of
MEND, crime gangs, and squads of political thugs that freelance for com-
peting aspirants to power. As Sylva’s rivals sought to force him from office,
loyalists were exchanging tit-for-tat attacks with his enemies. Relations
with Jonathan, recently elevated to the presidential palace by Yar’Adua’s
death, had soured. Little wonder, I suggested, that others coveted his job:
his immediate predecessor had found himself president and the one before
had siphoned off so much cash that he, like Joshua Dariye and James Ibori,
the former governors of Plateau and Delta States, had snapped up enough
assets abroad to earn the attention of the British police.

Sylva accepted that there had been widespread corruption among the
governors. But he was, he pleaded, just a cog in a patronage system not of
his making. “Ifa chief walks into my office, he expects me to take care of his
problems because that is what the military used to do,” Sylva said. “That’s
what he’s used to. If I don’t, I've got a very big political enemy.”

So you have to “settle” them, I suggested, using the Nigerian term for
the dispensing of cash.

“Yes. And you will read that as corruption. But me, I probably will
read that as political survival, because I have to survive before I become
incorruptible.”

“And you use public funds to do that?” I asked.

“What does he expect me to do? I don’t have that kind of money; the
kind of money he’s expecting. Even if I have it privately, I won’t do that
with it. And he’s coming to me because I'm governor. If, for example, the
big chief comes, and he has to go for a medical check, it shouldn’t be my
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problem. But it is. If a very big traditional ruler dies somewhere, and they
want to do an elaborate burial ceremony, they come to me. I have to do it.”

Me, I probably will read that as political survival. To justify corruption,
Sylva reached for the same word—*“survival”—that Mahmoud Thiam had
chosen when he explained why pariah states are willing to deal with the
likes of Sam Pa and the Queensway Group. Said Djinnit, the UN’s man
in west Africa, called the competition to control political power in the re-
source states “a struggle for survival at the highest level.” Paul Collier talks
about the law of “the survival of the fattest” in rentier states. Plenty of po-
litical careers in Nigeria and Angola, Zimbabwe and Guinea, have ended
in untimely death. The gulf between the captains of the looting machine
and the masses 1s vast in material terms, but it is just that—a gulf. Fall off
the looting machine, and you are precipitously back in the world of Kuru
Karama, wondering when your house will burn.

Keen to shift our conversation away from his own diversions of public
money, the governor pointed out that Nigeria’s looters have had willing
overseas accomplices: “Of course, most of the time corruption is sup-
ported by foreigners. They come here with the perception that everything
goes here. They just do all kinds of things, and that’s how they actually
corrupted our people.”

Corruption does not start or end at the borders of Nigeria or Angola
or Equatorial Guinea. Its proponents include some of the world’s biggest
companies, among them the blue-chip multinationals in which, if you live
in the West and have a pension, your money is almost certainly invested.

In recent years, as US officials energetically enforced the Foreign Cor-
rupt Practices Act, settlement agreements published by the Department
of Justice have exposed details of foreign companies’ participation in
Nigeria’s looting machine. Willbros, listed in New York, made “commit-
ments” to Nigerian officials and politicians running into millions of dollars
through the mid-2000s to secure contracts to build natural gas pipelines
through the Niger Delta.?* Shell admitted paying bribes worth $2 million
to Nigerian customs officials between 2004 and 2006. One installment of a
$5 million bribe paid by Kellogg, Brown & Root (KBR) was so bulky when
converted into naira that it had to be loaded onto vehicles for delivery. As
part of a slush fund worth some $180 million deployed over ten years to
2004, the kickbacks helped to win KBR contracts to build one of Nigeria’s
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biggest oil facilities, the $6 billion liquefied natural gas plant at Bonny Is-
land, on the lip of the Niger Delta. At the time KBR was a subsidiary of
the American engineering giant Halliburton, whose chief executive, Dick
Cheney, departed in 2000 to be George W. Bush’s vice president.

Bribe by bribe, these companies and others help to make Nigeria’s pub-
lic servants struments of illicit private gain. And these are merely the
cases in which the foreign perpetrators of corruption have been caught.
Nigeria has the distinction of being the African nation most frequently in-
volved in international bribery schemes exposed by anticorruption pros-
ecutors, behind only Iraq and China worldwide.?' Other transactions are
structured in an effort to enrich officials without crossing the threshold of
illegality. In 2011 Shell and the Italian oil company Eni paid $1.3 billion to
the Nigerian government for the rights to a choice offshore oil prospect.
The government promptly transferred $1.1 billion to an offshore company
called Malabu. One substantial shareholder in Malabu was, as a UK High
Court judge found in 2013, a man called Dan Etete.?” Etete, a convicted
money-launderer, awarded his own company the rights to the prospect
while serving as oil minister under the military dictator Sani Abacha. The
deal was described by a fixer involved in the deal as a “safe sex transaction”
in which the government served as a “condom” protecting Etete and the
oil companies.”” In September 2014 Italian prosecutors opened an inves-
tigation into Eni’s role in the OPL 245 deal. British police have also com-
menced an investigation into allegations of money laundering connected
to the deal. Eni and Shell, which has not been placed under investigation,
denied they had done anything wrong. Both said they had legitimately paid
the government for the oil rights and had made no payment to Malabu.**

Another o1l block adjacent to the one for which Shell and Eni paid
handsomely 1s designated as Oil Prospecting Licence 256 (OPL 256), a
potentially prodigious 965-square-mile concession. The license was pre-
viously held by Devon Energy, an American company that decided to sell
off its African interests in 2007. There are conflicting accounts of what
happened next to OPL 256, but it ultimately ended up in the hands of Sam
Pa’s Queensway Group.

A spokesman for Devon Energy told me it sold its rights to OPL 256
in late 2009 to a Nigerian company called Fusion Grid Limited.? I had
never heard of Fusion Grid and neither had knowledgeable contacts of
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mine in the oil industry. When I got hold of its registered owner, a Lagos
lawyer called Koye Edu, he told me that Fusion Grid was nothing more
than a shell company and that it had never held the rights to OPL 256.%°
They had been returned to the government when Devon pulled out, Edu
said. A spokesman for Statoil, the Norwegian oil company that had held a
minority interest in the block alongside Devon, told me the rights had been
handed back to the state in 2008.%

By mid-2009 the oil industry press was reporting that China Sonangol,
the Queensway Group’s partnership with Angola’s state oil company, had
secretly acquired OPL 256.%% Nigeria’s rulers have long awarded oil rights
at their discretion. Even when open auctions are held, blocks have been
awarded to obscure companies whose hidden owners include powerful
members of the political elite and the security forces, who subsequently
flip them on to foreign oil companies at a profit that might otherwise have
accrued to the Nigerian people.?” There was no open tender for OPL 256.
When I asked about the block some Nigerian officials and lawmakers told
me the state still held the rights. But three well-connected contacts I spoke
to in 2013—a serving senior official, a former senior official, and an indus-
try insider—told me that China Sonangol was the proprietor.*’

A former presidential aide who served under both Umaru Yar’Adua,
president when China Sonangol appears to have secured the license, and
under Goodluck Jonathan, agreed to speak to me in 2013. Although he was
usually candid when explaining the oil industry, he became nervous when
I asked him about OPL 256. “I would not like to talk about the owner,” the
former aide said, asking me not to print his name. “They went through a
lot of controversy in acquiring it.”*! I asked whether the owner was China
Sonangol. “You might not be wrong, but I can’t confirm if China Sonangol
1s the owner. As far back as Yar’Adua’s time there was a lot of controversy
on that block.” The former aide knew the oil industry well, and I asked
him what he thought of China Sonangol. “There are many people, almost
cannibals of the industry, who just buy their way into these things, just by
serious, serious political connections, but that does not make you a good
player in the industry. China Sonangol is in that category.” Another con-
tact, who was also well versed in Nigerian oil and had held senior official
positions, told me in early 2014 that China Sonangol had begun drilling

wells on its prospect.*?
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There were other indications that China Sonangol was moving large
sums of money in connection with OPL256. The transactions ledger pub-
lished in the Hong Kong court dispute between the Chinese oilman Wu
Yang and his former allies in the Queensway Group recorded a payment in
2008 or 2009 by China Sonangol International Holding of nearly 20 mil-
lion Hong Kong dollars (about US$2.5 million). It was marked as “Nigeria
256.”

It is not clear who in Nigeria opened the door for the Queensway
Group. This was not Guinea or Madagascar or Niger, whose coup lead-
ers desperately needed any investor prepared to do business with them.
Nor was it Angola, smarting from Western donors’ refusal to fund postwar
reconstruction and eager to embrace investors from China. All the big-
gest Western majors and, increasingly, the national oil companies from the
emerging powers have interests in Nigerian oil. I was told that Andy Uba
had facilitated China Sonangol’s entry to the Nigerian oil industry. As an
aide to Olusegun Obasanjo, president from 1999 to 2007, Uba’s roles had
included, according to African Confidential, “representing his interests in
business deals.””? Uba also has “extensive oil and gas interests” of his own.
Some of the industry figures whom I asked about Uba’s role suggested
his power had waned significantly since Obasanjo’s departure from office,
but another of my contacts, who has worked with oil companies in Nigeria
for years and was relaying information from within the industry, told me,
“Anything that China Sonangol do in Nigeria is Andy Uba.”**

Alliances between powerful foreign companies and Nigeria’s klepto-
crats sustain a ruling class that has shown itself willing to whip up violence
to protect its interests. But there are also more direct connections between
the multinationals that profit from the country’s crude and the gunmen
who enforce Nigeria’s compact of violence.

Mutiu Sunmonu is an inscrutable man. Solidly built, he has a way of breath-
ing that gives his voice a lulling quality. As I prepared to take a seat beside
him on a stage in central London one evening in early 2012, I recalled at-
tending the party two years earlier to celebrate his promotion to Shell’s
managing director in Nigeria. At a ritzy venue in Lagos, used for gigs by
Nigeria’s superstar rappers, the big men of the business scene raised flutes
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of champagne to the man assuming what is arguably the second-most im-
portant office in the land, after the presidency but at least on a par with
senior cabinet posts.

A Nigerian friend of mine had arranged for Sunmonu to come to Lon-
don and deliver a lecture and had asked me to put some questions to him
once he had spoken. It would be a rare opportunity to call the company’s
leadership to account in public. Shell’s revenues of $484 billion in 2012
were almost twice the entire annual output of the Nigerian economy. It
pumps about half of Nigeria’s daily crude output of 2.5 million barrels.
Shell’s Nigeria boss answers to the Africa boss, who answers to the top
team, then led by Peter Voser, a Swiss national who fought off rivals in
2009 to become chief executive, a position for which he was paid $16.5
million in 2011.

Sunmonu, like his predecessors, wore two hats. He was Shell’s top man
in Nigeria and the head of the Shell Development Petroleum Company
of Nigeria (SPDC), the country’s biggest company, of which the Nigerian
state 1s the largest shareholder. Shell has 30 percent of SPDC and is the
operator. It drills the wells and pumps the crude but funds only 30 percent
of the expenditure and, thus, is entitled to only 30 percent of the profits.
The head of SPDC has two masters: the management of Shell and the Ni-
gerian state.

For his London appearance, even though public relations handlers
prepped him, Sunmonu looked uncomfortable. “As a Nigerian,” he said,
“the situation in the Delta actually brings tears to my eyes. I see it, I feel it.”

He went on, “The people in the Delta, they don’t have access to clean
water, and they don’t have access to good medical care. They don’t have
access to education. There are no jobs, so everyone is trying to fend for
himself, and they have seen this oil as an easy source to make money.”

It was a clear-eyed diagnosis of the maladies of the Delta, but it had one
glaring omission: the role of the oil companies.

On a November morning in 1995 Shell’s activities in the Niger Delta
became headline news across the world. The dew was still fresh on the
grass when Ken Saro-Wiwa and eight fellow activists were hanged in Port
Harcourt prison on the orders of Nigeria’s military government.”> The
men were leaders of a campaign by the Ogoni ethnic group, which had
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forced Shell to withdraw from their polluted corner of the Delta. Sani
Abacha, a world-class embezzler who had ruled Nigeria since he seized
power in 1993, would brook no such dissent. The Ogoni resistance was
a threat to Shell’s operations and, thus, to the oil money that funded his
regime. Some of Saro-Wiwa’s critics have argued that he had more in com-
mon with the venal Nigerian politicians he lambasted than his crusading
image suggested.’® Nonetheless, from the jail cell where he was awaiting
trial in late 1995, he rejected anything short of full compensation for the
oil slicks that had poisoned Ogoniland. On October 31 a kangaroo court
pronounced a death sentence on the Ogoni Nine. Horrified protests from
world powers and African elders went unheeded.

Shell was accused of having offered to secure Saro-Wiwa’s release if he
called off a propaganda offensive that was damaging its reputation.”” That
allegation has never been proven, and Shell has always denied wrongdoing
in the Saro-Wiwa case. In 2009, while maintaining those denials, 1t paid
$15.5 million to settle a case brought by Ogoni plaintiffs in an American
court related to allegations of complicity in Saro-Wiwa’s death.”

When the gunmen of MEND launched their oil war a decade after
Saro-Wiwa’s uprising Shell faced a new threat. It responded with a mixture
of co-option and confrontation. In 2006 Shell admitted that it had given
contracts to companies connected to MEND.?® Shell executives were also
privy to the details of operations conducted by the Joint Taskforce, or JTF,
the special contingent of the Nigerian military stationed in the Delta to
keep the oil flowing and known for its heavy-handed tactics.*

Given its links to both the militants and the military—and what MEND
fighters had told me during my trips to the Delta about Shell and other oil
companies paying them protection money—when he finished speaking I
asked Sunmonu whether he thought his company played a role in sustain-
ing the conflict.

“It’s a very difficult question,” he responded. “I believe that some of the
things we do in the Delta could indeed unintentionally provoke conflict.
I will be the first to admit that the dynamics in the Delta are very com-
plex. In one vein, the oil company might be thinking of promoting devel-
opment within a community, but they may not realize that that community
1s not a homogenous one. So you are looking at it as a single community,
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well united. It’s only when you go in there that you will find that there
are factions within the community, and so your efforts of promoting de-
velopment could in some cases actually lead to conflict. I think the point
you are talking about, the oil companies using some of the militants as
civilian guards, I can tell you that, as far as Shell is concerned, our business
principle 1s very clear. We do not pay protection money. However, you
also have to admit that except if a guy has a label on his forehead saying,
‘I’m a militant,’ you do not know who is a militant and who is a genuine
contractor. There could be cases in the past where you have been told you
are employing the genuine, bona fide contractor, and yet he’s probably a
militant or a warlord.”

Sunmonu conceded that such a situation could have arisen “in the past”
but insisted Shell acted “always with the best of intentions.” Even if you
credit his insistence that, contrary to the accounts I heard from militants
during my trips to the Niger Delta, his company did not pay protection
money, it is a startling admission: Shell’s top executive in Nigeria was
aware that company money might—even if unintentionally—be ending up
in the warlords’ coffers.

In a roundabout way, it seemed to me, Sunmonu was talking about the
alignment of commercial interests that underpins Nigeria’s compact of vi-
olence. I wanted to hear the warlords’ take on their relationship with Shell.
The next time [ was in the Delta, in April 2013, a year after Sunmonu’s talk,
I sent word through an intermediary to Farah Dagogo. Dagogo had taken
the amnesty, but like other senior figures from MEND, he was still very
much in business, running his bunkering operations and his protection
racket. I was told he was willing to meet me but could not. The govern-
ment had taken to using poachers as gamekeepers and had given him and
some fellow senior militants a surveillance contract to protect an oil facil-
ity. Some of his partners believed he had ripped them off, pocketing the
payment for himself. The traditional Delta way of settling such disputes
1s with guns, so Dagogo had gone into hiding. But one of the militia com-
manders who had broken with him did agree to meet with me.

I was hanging around in Port Harcourt, a city as oversupplied with sus-
picion as it 1s with weapons, when the call came toward noon on a Saturday.
With George, one of the unflappable drivers on whose courage and calm
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foreign correspondents in Nigeria rely, I drove away from the supermarkets
and pizza joints of the city center into the slums that spill out to the edge of
the creeks. The roads became more pothole than tarmac, flanked by fetid
open drains. We arrived at the designated spot, and I called my intermedi-
ary. He led me down a narrow alley, past cobwebs of electricity cables that
had not carried a current in years. A teenager standing watch moved aside
to let me into a discreet backroom in the warren of dwellings.

The General looked uneasy. He sported a navy blue vest, long white
shorts, and a goatee beard. His dark brown eyes scanned me. Swigging
from a bottle of Guinness, he told me that some of the foot soldiers he had
brought with him from their base in the creeks were loitering down the
street. They would soon start to wonder what their commander was up to,
so the General cut to the chase.

Now thirty-three, the General was born in Buguma, a settlement in the
creeks beyond Port Harcourt. After elementary schooling in his village he
came to the city to study business at university, an apt preparation for a ca-
reer that required at least as much commercial as military acumen. Then he
felt the lure of the gun. In 2003 he signed up with Mujahid Asari-Dokubo,
the first of the Delta’s superstar commanders. “Along the line Asari be-
trayed us. He was making money alone.” So he switched his allegiance to
Farah Dagogo, who stepped into the power vacuum left by Asari’s arrest.
The General carved out his own domain within Dagogo’s territory in the
eastern Delta, controlling a handful of settlements and the waterways be-
tween them. “We accepted the amnesty, but it’s not working out. We have
nothing to show for it.” He maintained five camps, he said, with five thou-
sand men at his command, a tally that seemed high but perhaps not grossly
exaggerated. Now, on account of the allegations that he had swindled his
partners in a pipeline surveillance contract, Dagogo too had been deemed
a traitor, and the General had transferred his loyalty to yet another warlord
of the eastern Delta, Ateke Tom.

The General paused. “Do you smoke?” I offered a cigarette. “No,” he
corrected me, looking slightly put out, “marijjuana.” The General expertly
rolled himself a chunky joint, lit it, exhaled a thick cloud, and continued.

“We have a cause to fight. The spillage has really affected our commu-
nities. Every place 1s downtrodden. No water; we cannot afford food. All
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our livestock are dying because of the pollution. Bunkering is our means
of survival,” the General said. Kidnapping for ransoms brought in some
money alongside the revenues from oil theft. He explained why he would
not agree to let me publish his name, only his rank in the Delta’s shadow
military. Doing so might endanger another important income stream: his
illicit contractual arrangements with the oil industry.

The General rattled off half a dozen areas in the eastern Delta where
he claimed that, indirectly, the militants had succeeded in getting a cut of
Shell’s community development contracts. The militants would set up
front companies. “Through these companies we get pieces from Shell,”
the General said, though I was not permitted to see the contracts. The
General’s militia was also indirectly given work cleaning up oil spills, he
said, splitting the proceeds fifty-fifty with an official contractor.*!

Under Shell’s Global Memoranda of Understanding, introduced in
2006 following unrest in the Delta that crippled its installations to re-
place ad hoc corporate social responsibility projects with a more com-
prehensive approach to mollifying resentment, representatives of each
settlement where the company operates inform Shell of their priorities.
The projects Shell funds range from town halls to printing presses and
scholarships, with each contract worth between 12 million and 60 million
naira (US$80,000 to $400,000).** Shell says the program “represents an
important shift in approach, placing emphasis on more transparent and
accountable processes, regular communication with the grassroots, sus-
tainability, and conflict prevention.”*

Before I met the General, a Port Harcourt go-between, well connected
to the militants and whom we shall call Arthur, explained to me how Farah
Dagogo and a fellow militia boss, who borrowed his nom de guerre from
the American rapper Busta Rhymes, had diverted some of Shell’s largesse
to their own war chest.** Shell would send liaison officers for consultations
with the Delta’s inhabitants on the projects they wanted, Arthur told me.
Dagogo and Busta Rhymes surreptitiously inserted themselves into the
process, sending “fictitious youth leaders, fictitious elders, fictitious wom-
en’s groups, fictitious chiefs” to meet Shell’s emissaries. SPDC, Shell’s
joint venture with the Nigerian state, keeps a list of the outside companies
it has registered as contractors, and only these companies can be awarded
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contracts to undertake the community development projects that SPDC
funds. “So,” Arthur said, “Dagogo and Busta Rhymes formed alliances
with some of these contractors and told them, “This is the percentage that
you will pay us.””

The General corroborated Arthur’s account. If the hospitals and schools
did not get built, it was because Shell’s liaison officers were creaming off
too much for themselves on top of the funds siphoned off by the likes of
Dagogo and Busta Rhymes, the General insisted, making grabbing mo-
tions in the air. He reckoned that only half of the contracts that were paid
out were actually fulfilled.

Before long the General decided he had to get back to the creeks. He
mentioned an intermediary for Shell, a Nigerian known as Dr. Frank, who
had, possibly unwittingly, helped the militants secure their contracts. I was
unable to track down Dr. Frank or even to confirm his role. I tried to talk
to two Shell managers whom I had heard were ivolved in pipeline pro-
tection and community development in order to see what they knew of the
militants’ racket. In both cases Shell’s press office in Lagos got wind of my
approaches and told the managers not to talk to me.

When I e-mailed the press office and asked about Farah Dagogo and
his cohorts benefiting from Shell contracts, a spokesman would only say
that “cluster development boards” composed of community representa-
tives, not by SPDC itself, awarded contracts for development projects.*’
When I asked about protection money being paid to militants in the form
of pipeline surveillance contracts, I was told, “We do not award contracts
to armed groups, and it is completely against our company policy to do
s0.” Surveillance contracts employed “more than nine thousand unarmed
people, primarily indigenes of the communities through which the pipe-
lines traverse.” The spokesman declined to answer my questions about
what safeguards Shell had put in place to prevent money from its commu-
nity programs flowing to militants.

I heard differing accounts about the extent to which the diversion of
money from Shell’s community programs was the result of the actions of
a few rogue contractors or whether knowledge of such diversions went
higher up the company’s chain of command. A former Shell employee,
who spoke to me on the condition that I did not name him, told me, “Shell
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has quite stringent mechanisms in place but Nigeria is a difficult place
to adhere to any kind of rules.”*® He suggested that complicity in such
schemes was limited to low-level Shell employees and added, “The whole
community liaison system is incredibly corrupt. . . . It was difficult to quan-
tify how many Nigerian staff were in bed with the bad guys.”

One former Shell manager in the Delta did agree to talk to me on the re-
cord. A native of the Niger Delta, Harriman Oyofo spent twenty-nine years
at Shell. He held various posts in Shell’s Nigerian and African divisions
before, in 1999, joining the external relations department in the Delta for
SPDC, Shell’s joint venture with the Nigerian state, and becoming, in his
own words, Shell’s de facto spokesman for the whole of its Nigerian oper-
ation. He left in 2010 to set up his own oil consultancy.

I asked him whether he knew of Shell money ending up with armed
groups. “Shell has never made policies because of armed groups. If you
have a community of ten people, there may be one who 1s bent. You are
not going to tailor your project just for that one person. When you build a
health center or a school or develop seedlings for a community, that’s not
because of any armed group; it’s just that it makes sense to put back into
the community.”*” He conceded, however, that it was hard to discern be-
tween “communities” and armed groups and that some community liaison
officers had been “reprimanded for one type of misdemeanor or another.”
“Some communities had hidden agendas,” he added.

When I asked Oyofo whether the pipeline surveillance contracts that
Shell doled out amounted to protection money, he waxed gnomic. “If you
ask someone to look after your bag, are you asking them not to steal it?
No. You are asking them to look after it.” He steadfastly absolved Shell
of responsibility. Wasn’t it o1l that had destroyed his homeland? “Oil
maybe—not Shell. Oil itself may be a problem, but the administration of
the proceeds of oil is not in the hands of Shell. Shell is not the political
administrator of Nigeria. Shell is just a company.”

Shell may be just a company, but it is one of the biggest in the world,
richer than many governments. It has been part of Nigeria since before
independence. Between 2007 and 2009 it spent at least $383 million on
security in Nigeria.”® The scale of its “community development” spend-
ing in the Niger Delta is vast. By the end of 2011 these programs covered
290 communities. Shell’s Nigerian spokesman told me that in 2012 it spent
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$103 million “addressing social and economic development challenges in
the region.”* Shell has since sold off some of its oil fields in the Niger
Delta, preferring to concentrate on offshore operations that are harder to
attack, but it remains a powerful force in the creeks.

Aaron Sayne, alanguid American lawyer who worked on foreign corrup-
tion prosecutions before becoming one of the best-informed due-diligence
investigators in Nigeria, has tried to put a figure on the overall amount of
cash the oil companies slosh into the Delta. “Each year the majors distrib-
ute over half a billion dollars in contracts, cash, compensation, jobs, do-
nations, and development programs to Niger Delta communities—by one
tally over $350 million in community development alone,” Sayne wrote in
2010.”° He adds, “That practices of Shell . . . and others stoke unrest in the
Niger Delta is not news to analysts or the companies themselves. They are
part of the Niger Delta conflict system, in spite of the money they spend on
communities—or sometimes because of it.”

Local activists told me they had warned senior managers at Shell that
the community development programs were being abused, to no avail.
“They are pragmatic,” said one, who has spent years campaigning against
the Delta’s noxious cocktail of environmental degradation, violence, and
corruption.”’ “They will do anything to make sure the oil will continue to
flow.” He was equally scathing of the warlords who claimed to be warriors
in the Delta’s cause. “The majority of the militants, especially the leader-
ship, initially they were flagging up environmental things,” the activist told
me, fuming with the anger of the betrayed as we spoke in a quiet corner of
a Port Harcourt bar. “Then the money came and the amnesty came. None
of these fuckers ever talk about it anymore.”

In January 2011, a year after he sent troops to restore order in Jos, Good-
luck Jonathan walked into Eagle Square, Abuja’s parade ground, to be in-
vested as captain of Nigeria’s looting machine. He had already assumed
the presidency after Yar’Adua’s death, becoming the first son of the Niger
Delta to hold the highest office in a political system fueled by the region’s
oil. Now the People’s Democratic Party presidential primary was about to
nominate him to serve a full term. His name and that of his wife, Patience,
could not have been more apt for the occasion.
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Twelve years earlier Jonathan had been an obscure zoologist in a back-
water of the Delta. As the founders of the PDP cast around for candidates
as they prepared to inherit power from the military in the 1999 elections,
they sought someone for whom a particular ethnic group in a corner of
Jonathan’s home state of Bayelsa might be persuaded—or, if necessary,
coerced—to vote. Jonathan, a minor local environmental official, was re-
luctant but could not refuse when the local elders insisted. He was nom-
mnated as the PDP candidate for deputy governor of Bayelsa. The party
won the presidency and the bulk of the governorships, as it has at every
election since.

From there Jonathan’s rise was as meteoric as it was fortuitous. In 2005
the governor of Bayelsa, Diepreye Alamieyeseigha, was arrested in Lon-
don on money laundering charges in connection with his $3.2 million of
ill-gotten wealth that the Metropolitan Police said it found in cash and
bank accounts.’® He skipped bail and made it back to Nigeria but, having
fallen foul of his political masters at home, was impeached and, eventually,
jailed. He was two years into his second and final term as governor when
his deputy, Goodluck Jonathan, was automatically promoted in his stead.

That might have marked the peak of Jonathan’s ascent had it not been
for the machinations that were then under way in Abuja, the city the polit-
ical class crafted out of the bush in the center of the country in the 1980s
after the erstwhile capital of Lagos had become bloated with the masses of
the poor. The 2007 elections were drawing near, and Obasanjo was trying
to tinker with the constitution to permit himself a third term. Although
he was thwarted, he remained Nigeria’s political godfather, the kingmaker
of the PDP, and he anointed Umaru Yar’Adua as the party’s candidate to
succeed him. For the second name on the ticket the PDP needed a state
governor from the Niger Delta. The oil province was restive. The newly
formed MEND was destabilizing the font of the patronage system. Other
candidates had made too many enemies as they rose through Nigerian pol-
itics and were so mired in corruption that their rivals had enough dirt to
stymie their aspirations.

Jonathan was a political mimnow, but with his fedora hat and his Ijaw
blood, he fitted the bill. After elections that observers deemed the most
fraudulent in Nigeria’s short democratic era, Jonathan became vice
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president.”” When Yar’Adua’s allies failed to cling to power as the presi-
dent’s health faded, Jonathan was sworn in to serve out the remaining year
of the presidential term.

As vice president, Jonathan had been routinely snubbed by the mem-
bers of Yar’Adua’s inner circle. Even after he stepped into Yar’Adua’s
shoes, the heavyweights of the PDP regarded him as a pawn, someone who
lacked the heft to challenge their interests, even if he had wanted to. For
that very reason the party barons and their allies among the oligarchs who
controlled the economy felt comfortable with the new man and threw their
weight behind him for the forthcoming elections, opting to risk the wrath
of the northern establishment by ditching an unwritten rule that rotates
power between ethnic blocs, under which the North’s turn had been cut
short by Yar’Adua’s death.

As acrobats cartwheeled around Eagle Square, thirty-four hundred
delegates from across the nation converged to select the PDP presidential
candidate for an election due three months later. Such was the party’s grip
on power that no one was in any doubt that the delegates were effectively
selecting the next president. “We have never had the presidency before,”
Rotimi Amaechi, the governor of Rivers, the Niger Delta state that includes
Port Harcourt, told me.”* “So we want to have a bite.”

The PDP, which likes to call itself the biggest political party in Africa, is
simultaneously rife with competing ethnic claims on power and patronage
and the vehicle through which Nigeria’s revolving cast of rulers privately
set aside their differences to ensure the continued hegemony of the looting
class. It is also the political home of some brilliant lawmakers and scrupu-
lous reformers. But they are in the minority. “It’s not a political party,” said
Clement Nwankwo, who founded Nigeria’s first human rights organiza-
tion in the days of military rule, did two stints in jail, failed in his attempt
to stand for the national assembly as a PDP candidate because he couldn’t
afford to pay the required bribes to party officials, and now ranks as one

of Nigeria’s most astute political analysts.”

5 “It’s a platform to seize power
and then share the resultant booty.”

Guarded by secret service agents, Nigeria’s potentates had gathered in
the VIP stands of Eagle Square as dusk descended. Louis Armstrong’s

voice lilted from giant speakers, singing “What a Wonderful World.” Night
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fell, unleashing mosquitoes. The representatives of north, south, east, and
west—Muslims, Christians, and animists, speakers of half'a dozen different
languages—eyed one another with mistrust. Tempers frayed as support-
ers of Atiku Abubakar, a northern businessman and former vice president
who had taken on the quixotic task of challenging an incumbent presi-
dent for the PDP nomination, started to realize that they had been outma-
neuvered and outspent. Jonathan’s victory had been ordained in advance.
Each delegate received a cash bribe of $7,000 to vote for him, roughly five
times the average Nigerian’s annual income.”® Bidding for the loyalty of
all thirty-four hundred delegates would have cost the Jonathan campaign
some $24 million. And that was just the basic payoff—higher-ranking of-
ficials could have expected much more. In the days leading up to the pri-
mary so much hard currency changed hands in Abuja that the dollar-naira
exchange rate moved.

It was past 10 P.M. when the count started. Under the night sky PDP offi-
cials read the name written on each ballot. “Jonathan, Jonathan, Goodluck
Jonathan.” Just after 6 .M. the victor emerged from the bowels of Eagle
Square. The party’s call-and-answer chant greeted him: “PDP! Power!”
Triumphant, Jonathan waved an arm and vowed to break with “the cor-
ruption of the past that had held us down for too long.”

As he consolidated his position, Goodluck Jonathan’s senior aides told
me and other foreign journalists in hotel-room briefings that he was what
he claimed to be: “an agent of transformation.” He was using the dinosaurs
of Nigerian politics to get him to the presidency, they said, but in time he
would consign them to history and unleash Nigeria’s potential. And there
were encouraging signs. Jonathan appointed Attahiru Jega, an upstanding
northern professor, to head the electoral commission. The April 2011 elec-
tions were deeply flawed but marked an improvement on previous polls,
though the resentment in the North that a southern Christian was usurp-
ing its stint in the presidency triggered three days of rioting that left eight
hundred people dead.””

The promised reforms began. Power stations were privatized, taking
them out of the hands of a corrupt bureaucracy and raising the prospect
that Nigeria’s crippling electricity shortages might ease. Nigeria’s image
was improving—though, in many cases, it was no thanks to Jonathan.
Babatunde Fashola, the governor of Lagos State and a leading light in one
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of the main opposition parties, started to restore a sense of civic pride to
his city—laying roads, reining in the predatory police, and persuading La-
gosians to pay their taxes. With much fanfare, Nigeria officially overtook
South Africa as the continent’s biggest economy.

But Jonathan had little charisma. He lacked Yar’Adua’s depth of thought
and the natural authority that Obasanjo possessed as a war hero and mas-
ter tactician. The only way to maintain his grip on power was to open the
sluice gates of the looting machine. Jonathan presided over a binge of cor-
ruption and embezzlement that was dizzying even by Nigerian standards.

Nigeria’s pot of oil rent is enormous. Unlike the mining industry, from
which African states glean a minimal share of the profits, between 65 per-
cent and 85 percent of the income from oil extraction typically accrues to
the governments who license oil companies to pump it.’® In recent years
Nigeria’s annual oil income has ranged between $20 billion and $60 bil-
lion, depending on the price of oil and the level of violence in the Delta.>
The latter figure, for 2011, was one and a half times the profits Exxon Mo-
bil, the world’s most profitable company, recorded that year. Jaw-dropping
quantities of these revenues go missing each year and, although the nature
of corruption is that it is hard to quantify, the theft appeared to accelerate
under Jonathan.

There were those who tried to stem the deluge. “I'm emotionally
drained because I'm swimming against the tide,” a reform-minded minis-
ter in Jonathan’s cabinet told me in August 2010, adding, with some under-
statement, that “the fight against corruption is not going well.”

Lamido Sanusi, a blue-blooded banker from Kano whom Umaru
Yar’Adua had appointed as central bank governor with the task of cleaning
up a financial system imploding under the weight of malpractice, came to
the fore. He used the central bank’s powers as best he could to arrest the
perilous decline in Nigeria’s foreign currency reserves as the politicians
splurged.

As the plundering started to run out of control, Sanusi compiled a dos-
sier showing that scams involving NNPC, the national oil company that
serves, like Sonangol to the Angolan Futungo, as the engine of Nigeria’s
looting machine, were bleeding a billion dollars a month from the trea-
sury.®” When Sanusi went public with his allegations in early 2014 Jonathan
forced him out of the central bank, dealing a blow to the independence of
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one of the few Nigerian institutions with the power to check the excesses of
the country’s rulers—though he could not prevent Sanusi’s appointment
as Emir of Kano, an influential position in the North’s religious hierarchy.

A short, wiry man with a penchant for bow ties, Sanusi understood that
Nigeria’s petro-politics lay beneath the violence that was mounting across
the nation, including the barbaric insurgency in the North launched by the
jihadists of Boko Haram. “There’s a clear, direct link between the uneven
distribution of resources and the rise in violence,” Sanusi said.%! “That’s
not to say that the political system is not corrupt all over, but the most crit-
ical element 1s the poor infrastructure that makes it difficult for industrial-
ization and job creation to take place.” Addressing the economic ills that
helped to feed Boko Haram’s cause was next to impossible, however, while
the looting machine was in such high gear. “What we have seen with Boko
Haram and all the violence in the country should give politicians pause,”
Sanusi went on. “Maybe it’s time to start asking if the very opportunistic
identity politics . . . is not endangering the entire system.”

As Jonathan’s regime devoted itself to guzzling oil rents, Boko Haram,
whose name means “Western education is forbidden,” sowed terror. From
its heartland in the remote northeast its fighters bombed cities and burned
villages across the North. Thousands died. The region’s idle young men,
their prospects as bleak as those of the mill hands whose textile factories
had been felled by Dutch Disease, were ready recruits. Abubakar Shekau,
the sect’s megalomaniac leader, posted rambling videos online and estab-
lished himself among the world’s most notorious jihadis. The corruption
of the ruling class, as much as its bellicose interpretations of Quranic law,
was Boko Haram’s rallying cry.

Like the Delta militias before them, Boko Haram’s guerrillas struck
Abuja, the bubble of the elite, with car bombs, though that was nothing
compared to the havoc it unleashed in the North. The military, incapac-
itated by corruption and its budgets embezzled, was no match for the
gun-toting jihadists. When a raiding party abducted two hundred school-
girls from the village of Chibok in April 2014, the extent to which the
oil-sickened Nigerian state had become incapable of its most basic duty,
to safeguard its citizens, was plain for all to see. At the time of writing,
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Nigerians were awaiting elections scheduled for February 2015—in which
Jonathan is widely expected to secure a second full term—with trepidation.

What has happened to Nigeria is not the result of some innate facet of the
African spirit, as some observers suggest with a shrug of casual racism.
British members of Parliament have shown themselves willing to sell their
right to ask parliamentary questions, and the pork-barrel politics of Capi-
tol Hill in Washington, DC, looks very much like a patronage system. Lob-
byists in every major capital inject money into politics on behalf of vested
interests. The difference between a corrupted resource state and a state
that can still call itself a place of representative rule is the extent to which
such subversion of public office for personal benefit is the scandal or the
norm. It is the degree to which the mnstitutions of state—legislative bodies,
the police, the courts—serve as instruments of the mighty or as checks on
arbitrary power.

“If you had a government in the UK or the US that could get away with
these levels of corruption, they would do it,” Clement Nwankwo, the astute
Nigerian political analyst, told me, sitting in his simple office on an Abuja
side street. “But there are always institutions. In Nigeria people have not
overcome their diversity enough to realize that they could make a differ-
ence, they could challenge this fear of authority. They resign themselves
to what 1s. People exploit the divisions: ethnic, religious, regional. They
represent themselves as protecting these interests, and they call on their
people to protect them. The reality 1s that the generality of people don’t
benefit.”

Chinua Achebe, the late Nigerian Nobel laureate, wrote in 1983, “The
trouble with Nigeria is simply and squarely a failure of leadership. There
1s nothing basically wrong with the Nigerian character. There is nothing
wrong with the Nigerian land or climate or water or air or anything else.
The Nigerian problem is the unwillingness or inability of its leaders to rise
to the responsibility, to the challenge of personal example which are the
hallmarks of true leadership.”®?

That remains an unsurpassed diagnosis of his nation’s malady. There is,
though, something else Achebe wrote that captures the strange dissonance
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I witnessed time and again when I spoke with the lords of the looting
machine.

The General in the Niger Delta told me he kidnapped to pay school fees.
Shell’s Mutiu Sunmonu had a lump in his throat as he recalled the terrible
state of his homeland, despoiled by the oil industry he helps to run. Manuel
Vicente lamented the hunger that surrounded him in Luanda, even when
confronted with evidence of how the Futungo hordes the benefits of Ango-
la’s oil. Joseph Kabila, the Congolese president whose shadow state is partly
responsible for the violence that stalks his country, once said, “The worst
thing I have ever seen is the sight of a village after a massacre; you can never
erase that from your memory.”® These men and thousands less prominent
have enough empathy to feel the suffering caused by the system they perpet-
uate. But they are somehow able to subordinate that empathy to the need to
keep the machine going and to ensure that they remain at the controls rather
than joining the countless others who are crushed beneath it.

Achebe’s poem “Vultures” might have been written of the perpetrators of
the horrors in Jos or eastern Congo or the national stadium in Conakry, who
have mothers and brothers and lovers just as their victims did. He pictures
the vulture that picks the eyes of a swollen corpse in a trench before nestling
its head against its mate. He imagines the commandant at Belsen who stops
off on his way home after a day’s work at the concentration camp to:

pick up a chocolate
for his tender offspring
waiting at home for Daddy’s

return. ...

It would be ludicrous to compare the resource industry in Africa to the
Holocaust, but I think Achebe was seeking to make a wider point about
the human spirit: it is capable of loving and of participating in horrors in
the same afternoon. Perhaps it is a source of hope for Africa’s resource
states that those who wield power are coming to see the terrible cost of the
trade in oil and minerals. Or perhaps the looting machine has just enough
humanity to allow it to keep on turning,.
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Black Gold

HEN NCHAKHA MOLOI was looking for a name for his mining com-
Wpany he settled on motjoli. In Sesotho motjoli 1s the word for the
leading bird in a V-shape formation, guiding the others toward their des-
tination. Moloi had grown up in QwaQwa, a homeland beside the Drak-
ensberg mountains of central South Africa to which the apartheid regime
consigned Sesotho-speaking blacks. There were no mines in QwaQwa,
but the menfolk would disappear for months on end to the mines of the
Witwatersrand, under which lie the seams that have yielded a third of the
gold mined worldwide over the past 150 years, returning only at Easter and
Christmas to spend their wages.

Moloi took up one of the few places the authorities allotted for black
students, at the prestigious University of the Witwatersrand in Johannes-
burg, to study medicine. But he found cutting up cadavers too gruesome
and decided to switch subjects. He had never heard of geology, but once
university staff told him that it addressed “all the big questions” he was
hooked. He studied the nature of the Earth out of fascination rather than
any grand design for a career, but after graduation Moloi went to work as
a prospector for Anglo American, the mining house that Ernest Oppen-
heimer had founded in 1917, which had grown to become the world’s big-
gest mining conglomerate. After a while Moloi moved to the Oppenheimer
family’s diamond company, De Beers.

As they bumped around the diamond fields in their pickup truck, the
members of Moloi’s team paid little heed to the different colors of their
skin. But when he went to De Beers’s head office to make his reports,
Moloi was subjected to the indignities apartheid imposed on black South

209
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Africans. He still recalls the strictures: “They can’t come here, they can’t
go there. You get offended.”! Ignoring his bosses’ objections, Moloi joined
the National Union of Mineworkers, a bulwark of resistance to apartheid.
His relationship with De Beers soon soured, and he took a job at Rio Tinto,
working on a copper mine close to the Kruger National Park, where the ra-
cial division was even more apparent. “I was working on the mine, in pro-
duction, and I was really exposed to how things are,” Moloi remembers.

By 1990 mass protests and international sanctions had brought the
apartheid regime to the verge of collapse. F. W. de Klerk released Nel-
son Mandela and lifted the ban on the African National Congress. The
party set up working groups to prepare itself for government, and Moloi
joined the one on science and technology. By 1993 the leading lights of the
ANC’s economics team had identified the usefulness of a man who knew
the mining business from the inside. Molo1 was brought onto the party’s
economic planning team as it made ready to face sky-high expectations of
black South Africans, many of whom believed that their imminent libera-
tion would bring swift deliverance from poverty. After the triumph of Man-
dela and the ANC in the 1994 elections, Moloi was deployed to various
senior positions in the mining ministry. A decade later he founded Motjoli
Resources and took his place among the generation of black entrepreneurs
seeking to do to a mining industry still predominantly in white hands what
the ANC had done to politics—wrest control from the minority and en-
franchise the black majority. But as Moloi discovered, looting machines are
not so easily supplanted.

From the country’s birth, South Africa’s white rulers relied on income from
exports of minerals, primarily gold. In 1912, the year when the forerunner
to the ANC was formed to press for black rights, gold and diamonds ac-
counted for 78 percent of exports. Manufacturing developed, but through-
out the apartheid decades South Africa remained a resource economy. The
relationship between the English-speaking tycoons who controlled the big-
gest mining companies and the Afrikaner politicians who ran the apartheid
system was at times uneasy, but they reached an accommodation that kept
racist rule in place and secured the flow of cheap black labor to the mines.
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In 1970, the year the Olympic movement expelled South Africa, the
government passed legislation formally stripping blacks of their citizen-
ship and restricting them to destitute “homelands,” and the authorities
appointed a barbaric new commanding officer at Robben Island prison to
watch over Mandela and his fellow inmates, South Africa produced some
62 percent of the gold mined worldwide. From the early 1970s to 1993 gold,
diamonds, and other minerals accounted for between half and two-thirds
of South Africa’s exports annually.?

South Africa’s gold and diamonds provided the financial means for
apartheid to exist. In that sense white rule was an extreme manifestation
of the resource state: the harnessing of a national endowment of mineral
wealth to ensure the power and prosperity of the few while the rest are
cast into penury and impotence. None of Africa’s resource states today
come close to the level of orchestrated subjugation of the majority that
the apartheid regime achieved. Neither do they employ apartheid’s racial
creed, even if ethnicity has combined poisonously with the struggle to
capture resource rent in Nigeria, Angola, Guinea, and elsewhere. But as
their rulers, in concert with the multinational corporations of the resource
industry, horde the fruits of their nations’ oil and minerals, Africa’s re-
source states have come to bear a troubling resemblance to the divisions
of apartheid.

While the children of eastern Congo, northern Nigeria, Guinea, and Ni-
ger waste away, the beneficiaries of the looting machine grow fat. Amartya
Sen, the Nobel Prize-winning Indian economist who has examined with
great insight why mass starvation occurs, writes, “The sense of distance
between the ruler and the ruled—between ‘us’ and ‘them’—is a crucial fea-
ture of famines.”” That same reasoning could be applied to the provision
of other basic needs, including clean water and schooling. And rarely is the
distance Sen describes as wide as in Africa’s resource states.

Many of Africa’s resource states experienced very high rates of eco-
nomic growth during the commodity boom of the past decade. The usual
measure of average incomes—GDP per head—has risen. But on closer ex-
amination such is the concentration of wealth in the hands of the ruling
class that that growth has predominantly benefited those who were already
rich and powerful, rendering the increase in GDP per head misleading. A
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more revealing picture comes from a different calculation. Each year the
United Nations ranks all the countries for which it can gather sufficient
data (186 in 2012) by their level of human development, things like rates
of infant mortality and years of schooling. It also ranks them by GDP per
head. If you subtract a country’s rank on the human development index
from its rank on the GDP per head index, you get an indication of the ex-
tent to which economic growth is actually bettering the lot of the average
person in that country. In countries that score zero—as Congo, Rwanda,
Russia, and Portugal did in 2012—living standards are roughly where you
might expect them to be, given that country’s GDP per head. People in
countries with positive scores enjoy disproportionately pleasant living
conditions relative to income—Cuba, Georgia, and Samoa top the table
with scores of 44, 37, and 28, respectively. A negative score indicates a fail-
ure to turn national income into longer lives, better health, and more years
of education for the population at large. Of the ten countries that come out
worst, five are African resource states: Angola (-35), Gabon (-40), South
Africa (-42), Botswana (-55), and Equatorial Guinea.*

Equatorial Guinea’s score (-97), comfortably the worst in the world,
is all the more remarkable because its GDP per head is close to $30,000
a year, not far below the level of Spain or New Zealand and seventy times
that of Congo.” For a tiny nation of seven hundred thousand people, you
might expect that to mean widespread prosperity. But the economy 1s
acutely concentrated on oil, which accounts for 75 percent of GDP and go
percent of government revenue. Oil sales generate 98 percent of exports, a
figure only slightly higher than the share of the vote that Teodoro Obiang
Nguema, president since 1979, usually secures in sham elections. His son,
Teodorin Obiang;, officially received only a modest salary for the ministerial
positions he has held but has nonetheless been the proud owner of a $30
million mansion in Malibu, properties in Cape Town and the Avenue Foch
in Paris, a fleet of Ferraris and Rolls Royces, a Gulfstream jet, paintings
by Renoir and Matisse, and one of Michael Jackson’s crystal-encrusted
gloves.® The rest of Equatorial Guinea endures living standards ranked 136
out of 186 countries, behind Guatemala (GDP per head: $5,000), and has
the same life expectancy, fifty-one years, as Somalia. The average length of
schooling is eight years, about the same as in Afghanistan.
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Mining was always going to be central to the ANC’s plans to redress the
economic injustices of apartheid—an experiment in whether South Africa
could break the link between resource wealth and extreme inequality. The
industry had served both as the test tube for apartheid policies and the
breeding ground of resistance to white rule.

The ANC inherited a country in which the mining industry, like the rest
of the economy, was controlled by a white minority that had surrendered
political but not commercial hegemony. The new government’s solution
was a policy called Black Economic Empowerment, or BEE, under which
the owners of South Africa’s biggest companies would transfer a chunk of
their shares to blacks and other previously disadvantaged ethnicities. The
owners would lend the buyers money to finance the purchase of the shares,
to be repaid from future dividends. The idea was to transform South Af-
rica’s economy to reflect the rainbow nation it aspired to be. The reality,
however, has been different. “Most people are fully supportive of the need
for an ambitious transformation agenda,” Martin Kingston, the head of the
South African office of the investment bank Rothschild’s and one of Jo-
hannesburg’s most influential and well-connected bankers, told me.” “But
it’s been flawed in design and implementation, and it’s been abused. There
was an expectation that BEE would be a panacea for impoverished black
South Africans. It has not been. Some have benefited, but they are at the
top, not the bottom.”

The volatility of the Johannesburg Stock Exchange played havoc with
BEE deals. Many black investors got burned as falling share prices left
them struggling to pay for the stock they had acquired in empowerment
transactions. But there were some who profited spectacularly—in particu-
lar, a handful of black men who combined a sense for business with impec-
cable connections to the ruling party.

Patrice Motsepe, an astute former lawyer with family ties to the ANC
who founded African Rainbow Minerals, became South Africa’s first bil-
lionaire. Tokyo Sexwale, whose charisma helped him make a seamless
transition from freedom fighter to mining mogul, gained a foothold in the
platinum industry and expanded into other sectors and beyond South
Africa’s borders before returning to government as housing minister in
2009. Cyril Ramaphosa’s journey was the most remarkable of all. As the
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tenacious young leader of the National Union of Mineworkers, he led the
strikes in the 1980s that struck at the heart of the apartheid economy, and
as secretary general of the ANC he played a central role in the negotiations
with the National Party that averted civil war and led to the free elections
of 1994. Ramaphosa won a reputation for fearlessness and integrity. Then,
after he lost out to Thabo Mbeki in the race to succeed Mandela as pres-
ident, he switched from politics to business. He struck the first big BEE
deal, becoming chairman of an Anglo American subsidiary. The trans-
action fared badly, but other deals followed, and Ramaphosa went into
business with Glencore, the Swiss commodity trading house. His fortune
made, Ramaphosa, like Sexwale, returned to politics, becoming the dep-
uty leader of the ANC in 2012 and, following the 2014 elections, deputy
president of South Africa.

Nchakha Moloi was never ANC royalty like Ramaphosa or Sexwale.
Nonetheless, Motjoli Resources made headway through BEE deals, espe-
cially in coal. When we met at a sushi restaurant among the smart malls of
uptown Johannesburg in 2013, Moloi, though past fifty, was dressed more
like a Silicon Valley entrepreneur than the double-breasted executives of
mining boardrooms. He wore a red baseball cap,a G-Star Raw T-shirt, and
a funky watch.

Moloi was eyeing up new opportunities in iron ore, another metal abun-
dant in South Africa’s cornucopia of minerals, but he acknowledged that
BEE had proved badly flawed. Black ownership of the mining industry
was still “miniscule.”® Many of BEE’s beneficiaries had been content to
receive a share of revenue from preexisting mines rather than investing in
digging their own ones.

“It’s very hard because the stage was set before black people came into
the mining industry,” Moloi told me. The white barons of South African
mining had clung to the choicest cuts, he maintained. “The resources, the
best of the best have been carved up. Whatever was left that was good, they
kept it for themselves. The world-class deposits are kept by the historical
owners, and they have created conditions of entry for black people. They
said, “You can come 1n at 26 percent; we will determine the cost of finance,
when the interests vest, the value.” In terms of world-class deposits in South
Africa, there’s no chance of black people getting in—just the remnants.”



BLACK GOLD 215

Perhaps he overstated his case—Patrice Motsepe, for one, has acquired
some plum assets—but the argument carries weight. First the colonialists
and then the apartheid regime carried off the cream of South Africa’s natu-
ral wealth. South Africa’s mineral resources are still by far the world’s most
valuable, estimated at $2,494 billion, way ahead of second-place Russia
and enough money to buy Apple, Exxon Mobil, and the rest of the nine
biggest listed companies in the world.? But by the time black South Africa
came into its inheritance, mining output was slowing, many of the richest
remaining seams lay dangerously deep underground, and the industry’s
money men were wary of investing in a country run by a party with a so-
cialist tradition.

Handing a slice of the mining industry to Ramaphosa, Sexwale, and
the rest helped to create a class of black South African tycoons. Only the
churlish would deny that many of them had made great sacrifices for their
compatriots’ freedom. Perhaps, as their admirers suggested, they gave
other black South Africans something to aspire to. But Black Economic
Empowerment does nothing to change the fundamental structure of the
mining industry, one that channels rents narrowly to those who control
it, whatever the level of melanin in their skin. Conditions for the average
mine worker remained grim while the new black moguls dreamed, as To-
2710

kyo Sexwale told his aides, of becoming “the first black Oppenheimer.

Apartheid in South Africa was racial in philosophy and spatial in execution.

Whites had their cities and their ranches; black, Indian, and mixed-race
people were consigned to urban ghettoes and rural “homelands.” Men
from the homelands, or “Bantustans,” were carted off to the mines, where
their movement was tightly controlled. The townships beside the cities
were meant to be close enough to supply whites with black labor by day
but also sufficiently distant to allow them to sleep soundly in their beds at
night.

Nowadays the inequity that has outlived apartheid is most apparent in
South Africa’s urban geography. The extraordinary women who work in
the Leratong Joy for One AIDS orphanage in Alexandra, a particularly
tough township that lies on what must be one of the most stark economic
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fault lines anywhere, can see the glittering towers of the corporate head-
quarters and exclusive hotels of Sandton, the business district a few hun-
dred meters to the east. The sight of the orphans—some of whom did not
yet know they had the virus that had killed their parents and none of whom
could yet grasp how poor were the cards South Africa’s inequitable econ-
omy had dealt them—Dbelting out “If you’re happy and you know it, clap
your hands!” is one of the most heartbreakingly ironic things I have ever
seen.

Under apartheid, when whites made up at most 20 percent of the popu-
lation, they garnered between 65 and 770 percent of the national income. In
2009, fifteen years after Mandela became president, the richest 20 percent
of South Africans garnered 68 percent of the national income; the figure
reached 70 percent in 2011."' By some measures the gap between rich and
poor has widened since the end of apartheid.'? That is the legacy of apart-
heid-era urban planning, two-tier education, and countless other lingering
distortions of white rule. But it also fits the pattern of inequality that stems
from the resource curse.

When the simmering rage of black South Africans who were still barely
scraping by after two decades of majority rule finally exploded, the deto-
nation came, inevitably, at a mine. Marikana lies on the Bushveld Complex,
a vast, subterranean saucer of minerals that contains by far the planet’s
largest stocks of platinum. In August 2012 miners launched wildcat strikes.
They demanded that Lonmin, the mine’s London-listed owner, which en-
joyed the backing of the IFC, grant them a hefty pay raise.

Many of the miners lived in informal camps beside a mine that private
guards with shotguns patrolled, their shared toilets a humiliating contrast
to the high-tech facilities used to extract ore. In the buildup to the strike new
currents of radicalism had emerged. The National Union of Mineworkers
had been a decisive force in the struggle against apartheid, but large num-
bers of miners believed it had grown too close to the ANC government
and the Lonmin management. They had decamped to its militant rival, the
Association of Mineworkers and Construction Union. There were violent
clashes between members of the two unions and between strikers and se-
curity forces. Cyril Ramaphosa, the former NUM leader who had grown
rich through BEE mining deals and sat on Lonmin’s board, described the
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unrest as “plainly dastardly criminal” and urged the police to act.”> The
tension mounted. On August 16 armed police opened fire on the strikers.
They killed perhaps a dozen miners instantly. Others, as the South African
photojournalist Greg Marinovich painstakingly established, were executed
nearby.'* In all, thirty-four miners died. It was South Africa’s bloodiest day
since the end of apartheid.

The strike and its consequences triggered national soul searching.
“The Marikana phenomenon,” declared Mamphela Ramphele, a doctor,
academic, and former anti-apartheid activist, “is a logical outcome of an
extractive industry model, where people could walk past shacks of the very
people who are producing the platinum that makes them so fabulously
rich, without thinking something is remiss.”"”

Marikana laid bare that which has not changed—or at least, not changed
quickly enough—since the end of apartheid. It gave grist to the arguments
of those seeking to overturn Mandela’s vision of a “nonracial” society, such
as Julius Malema, the firebrand former head of the ANC’s youth league
who combined choruses of “Shoot the Boer” with calls for the national-
ization of the mining industry. For those who pondered it soberly, though,
Marikana revealed something that was not necessarily about race at all but
about the curse of natural resources.

South Africa is in many ways different from the continent’s other re-
source states. Its economy 1s more sophisticated, and its institutions have
generally proved more resistant to political manipulation. But there are
troubling parallels between South Africa and Angola, Nigeria, and the
other African nations that oil and minerals have ruined. “Where there is an
asymmetrical concentration of political and economic power, the resource
economy on the African continent often falls prey to a narrow, extraction-
1st elite whose outlook, despite its democratic pretentions, is feudal, and
its behavior more similar to old tribal chiefs than modern government,”
Songezo Zibi, who worked in public relations for the mining house Xstrata
before becoming one of South Africa’s most incisive commentators and
the editor of the authoritative Business Day newspaper, told me.'°

The embodiment of that chiefly style of rule in South Africa today 1s
Jacob Zuma. His folksy charm and populist touch have kept him afloat
through a succession of corruption scandals. In March 2014 he won a
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second term as president—although the ANC’s majority decreased. Two
months before the election South Africa’s corruption ombudsman found
Zuma guilty of misconduct over $20 million of improvements to his private
residence at Nkandla, the president’s birthplace in the Zulu heartlands.'’
The improvements, ostensibly to upgrade security at the residence, in-
cluded a swimming pool, a chicken run, and an amphitheater. Some of the
money spent on the Nkandla residence was diverted from the Department
of Public Works’ budget for inner-city regeneration, the body charged with
remolding the physical legacy of apartheid.

South Africa aspires to be part of the vanguard of a new world order. Along-
side Brazil, Russia, India, and China, it belongs to the so-called BRICS
nations, a grouping of fast-growing industrial economies that began as an
acronym of the five countries, coined by the Goldman Sachs economist
Jim O’Neill, and has evolved into a club that has its own summits and, as
of 2014, its own bank, a counterweight to the World Bank and the IMF.
At the BRICS summit in Brazil in July 2014, Zuma told his fellow heads
of state that he recognized that the South African economy “needs to be
more inclusive, more dynamic, with the fruits of growth shared equitably.”
If Zuma 1s sincere in that endeavor, he will need to break the spell of south-
ern Africa’s stupendous natural riches, which have brought violence and
dispossession ever since an English vicar’s son called Cecil John Rhodes
first set foot in the diamond fields of the Highveld.
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The New Money Kings

OBERT MUGABE had a serious problem. Hunger was rife in what had

been, in the early years of his rule, a relatively prosperous nation, and
cholera was spreading rapidly. Zimbabwe’s currency was worthless. But
the most pressing difficulty, as far as the eighty-four-year-old president
was concerned, was political. In March 2008 the usual tactics of Mugabe
and his Zanu-PF party—trumpeting his record as a hero of African libera-
tion while intimidating the opposition and rigging the vote—had failed to
deliver the usual resounding victory in presidential elections. In the first
round of voting Morgan Tsvangirai, a former mineworker who had risen
through the union movement to become the head of the opposition, had
beaten him into second place. Tsvangirai pulled out of the runoff after a
campaign of violence against his supporters, and Mugabe’s coronation as
the victor had been such a naked fraud that regional leaders forced their
elder statesman to submit to a coalition government with his rival. “Robert
Mugabe’s world,” wrote his biographer, Heidi Holland, “was constructed
from his delusions of omnipotence.”" Now, after steadily gathering power
unto himself since the end of white rule in 1980, he had been forced to
share it.

Once unthinkable, calls from within Mugabe’s own party for the old
man to step aside were growing louder. Most urgently Mugabe needed
cash to ensure that the security forces, the foundation of his regime, re-
mained loyal. Under the power-sharing deal Mugabe’s Zanu-PF had kept
control of the security apparatus but had surrendered the finance min-
istry to Tsvangirai’s Movement for Democratic Change. To compensate

219
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for losing direct access to the treasury, the aging autocrat required some
off-budget funding. He lost little time.

Shortly after dawn on October 27 the residents of Chiadzwa, a town
close to the high peaks that mark Zimbabwe’s border with Mozambique,
heard the sound of rotor blades. Five military helicopters buzzed into view
and began spraying bullets and tear gas.” Army trucks disgorged eight
hundred soldiers, who chased those who fled into the hills, firing their
assault rifles indiscriminately. Operation No Return had begun.

Chiadzwa’s misfortune was to lie on one of the world’s greatest untapped
repositories of diamonds. For many years the Marange area’s inhabitants
had thought little of the sparkling flecks in the earthen walls of their houses.
De Beers had prospected the site in the 1990s but turned its attention else-
where. From around 2006 local villagers started to realize that Marange
was awash with alluvial diamonds, stones that have been dislodged from
the subterranean volcanic pipes in which they formed and deposited on
the surface. Fortune seekers from across the land descended on the Ma-
range fields, panning for stones by day and bedding down in the bush at
night. A superstition took hold among miners that a death would bring
diamonds—collapsing ground could prove fatal for the unfortunate miner
standing on it but would often expose a fresh trove of precious stones.

In a country where Mugabe’s program of farm seizures had contributed
to the collapse of a flourishing economy, where even the central bank’s
massaged version of the inflation rate was above 2 million percent, dia-
monds offered a ready way to make some dollars or South African rand
from the South African and Lebanese traders and smugglers who sprang
up as the diamond rush gathered steam. The police brutally ensured they
got their cut. For a while it suited Mugabe to let the free-for-all continue. At
the peak of the rush thirty-five thousand miners were working the fields.?
But then circumstances changed. With Tsvangirai as prime minister and
the finance ministry in the MDC’s hands, Mugabe’s shadow state could no
longer rely on looting the treasury directly. His eyes turned to the diamond
fields.

For three weeks the armed forces pummeled Marange. The bodies of
many of the two hundred and fourteen miners who died were consigned to
mass graves. Survivors were ordered to pitch tents for the soldiers, even to
sing for them. “Marange has become a zone of lawlessness and impunity,”
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concluded researchers from Human Rights Watch who conducted more
than a hundred interviews in Marange in the aftermath of Operation No
Return, “a microcosm of the chaos and desperation that currently pervade
Zimbabwe.”

Before long, obscure companies with links to Mugabe’s security forces
were being awarded concessions to mine diamonds at Marange.* Annexing
the diamond fields had the added bonus of starving the MDC-controlled
finance ministry of funds, helping to make its already improbable task of
reviving the Zimbabwean economy next to impossible and undercutting
its credibility as a party that could govern effectively. Measured by car-
ats, Zimbabwean diamonds accounted for g percent of the world’s supply
in 2012. Its reserves, estimated at 200 million carats, were the largest any-
where outside Russia.” But only about 10 percent of the $800 million in
revenues from official exports of Zimbabwean diamonds between 2010 and
2012 found their way to the treasury, despite the Zimbabwean state own-
ing large stakes in some of the mining ventures.® Tendai Biti, the MDC’s
brightest strategist who became finance minister in the power-sharing gov-
ernment, said what everyone suspected: “There might be a parallel gov-
ernment somewhere in respect of where these revenues are going.”’

That parallel government, like the shadow states of Joseph Kabila in
Congo or the Futungo in Angola, had secured off-the-books funding from
Zimbabwe’s natural resources. As the 2013 elections approached, Mug-
abe was determined not to repeat the mistakes of 2008. With the diamond
fields firmly in his grip, he set about planning to use them to recapture
absolute power.

In July 2013, days before the election I drove over the heights of Christmas
Pass and headed down toward the dusty plains of the Marange diamond
fields. I stopped off at the newly built settlements to which former resi-
dents of the mining areas had been forcibly relocated, exchanging under
duress their communities and grazing lands for scrubby plots and 1solation
that cut their income and forced them to pull their children out of school.
At the checkpoint guarding the entrance to the mining zone I attempted to
assume the bearing of a foreign diamond trader not to be messed with and
passed through, enduring only some probing glances.
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Msasa trees, with their beanpole trunks, stood sparsely between the
boulders, offering a modicum of shade for the longhorn cattle. At a half-
built hangout on the fringes of the mining zones miners told me tales of the
frenzied diamond rush. One remembered ruefully how he found a clear,
high-quality, five-carat diamond but parted with it for only a thousand dol-
lars because he had not then known that that was a mere fraction of its
value. There was boozing and violence on the fields: miners could make
princely wages compared with the average Zimbabwean’s fast-dwindling
income, even after they had paid off the soldiers. But there was little to
show for the sacks of precious stones that had departed. A stretch of tar-
mac road next to where we were speaking abruptly gave way to a dirt track.

Trymore, who asked me not to use his family name, came down from
Harare to his home village in the diamond fields a few months before Op-
eration No Return. Some days he found nothing; on others he might make
$700. The police used to hassle the miners, but it was nothing compared
with what followed once the military took control and brought in the min-
ing companies.

One day, Trymore told me, his brother had been cleaning out the village
well when private security guards from one of the mining companies con-
fronted him. They accused him of mining illegally and took him to a place
whose name brought a shudder from everyone in Marange who uttered
it: the Diamond Base. At the time the base was located close to Trymore’s
village. (It was subsequently moved to a hilltop, a piercing eye surveying
all those below.) The base housed soldiers and military police. Terrible
stories spread about what happened within, of people being rolled in ashes
and ordered to beat one another. “They will do anything there,” a human
rights activist in Marange told me. “There are no records. A lot of people
have never come out.”

With his eyes fixed straight ahead, Trymore recounted what he had
been able to discover about his brother’s final hours at the Diamond Base.
He was beaten so savagely that he had been vomiting and shitting blood
before he died.

Trymore stopped speaking. The only sound was the scrape of a brick-
layer’s trowel nearby. Trymore was an MDC supporter, and the half-formed
building where we were sitting was taking shape as a bar for opponents of



THE NEW MONEY KINGS 223

the regime. The proprietor swept in, a hefty ball of energy called Shuah
Mudiwa. Mudiwa was jovial despite being in the thick of a perilous task:
trying to win reelection as the MDC MP for the area. He had been arrested
the previous day for staging an unsanctioned rally.

Mudiwa told me he believed diamond money was paying for Zanu-PF’s
campaign regalia, adding that the MDC wanted to cancel all the mining
companies’ contracts if, as many of its supporters earnestly believed in
those final days before the poll, the party was finally on the verge of shunt-
ing Mugabe aside.

But they had underestimated their opponents. Perhaps the MDC’s
lackluster performance in the coalition government would have dented its
support in a free vote, but Zanu-PF had no intention of leaving the alloca-
tion of power to the whims of voters. According to local election monitors,
more than 750,000 voters in towns and cities, the bedrock of MDC sup-
port, had been left off the electoral roll.* The MDC had been prevented
from examining the roll, and more than a million excess ballots had been
printed. Some 300,000 voters were turned away from polling stations on
election day, and another 200,000 were “assisted” in casting their ballots.’
The margin of Mugabe’s victory looked resounding—a 61 percent share
of the vote—but the 940,000 votes by which he beat Tsvangirai were well
within the tally of dubious ballots. Tsvangirai called the results a “massive
fraud,” but there was no hiding the fact that his old foe had comprehen-
sively outflanked him.

Shuah Mudiwa would lose his seat as Zanu-PF claimed a two-thirds
majority in Parliament. Before he bustled off for a final few laps of the cam-
paign trail I asked him about one of the lesser-known companies doing
business in the Marange fields, which I had heard was linked to the Cen-
tral Intelligence Organisation, Mugabe’s secret police. “It’s the military of
China and the CIO,” Mudiwa said. “They are trading diamonds.”

The company was called Sino Zim Development. It was part of the
Queensway Group.

The terrorizing of Marange is only the latest chapter in the sorry history of
African diamonds. The discovery of diamonds in the center of what would
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become South Africa in the 1860s marked the start of industrial diamond
mining, the excavation of underground pipes formed by cooling magma
that contain the nuggets of crystallized carbon that have bewitched man-
kind since antiquity. Until the 1930s South Africa accounted for virtually
the world’s entire supply of rough stones. New discoveries elsewhere in
southern Africa followed—in Namibia, Angola, and Congo—then in west
Africa.

In recent decades the trade has broadened, as Russia, Canada, and Aus-
tralia also became important sources of stones. But Africa still accounts
for well over half of the global rough diamond supply.'® Its most famous
stones grace the temples of power. The Star of Africa, cut from the Culli-
nan diamond, the largest ever found at more than three thousand carats,
1s mounted on the Sovereign’s Sceptre in the British Crown Jewels, kept
at the Tower of London. (Like many African diamonds since, the Cullinan
left the continent through subterfuge. After its discovery in South Africa
In 1905 it was sent to Britain as a gift for King Edward VIIL. The heavily
guarded steamer ostensibly carrying the stone was a decoy designed to
hoodwink potential thieves; the diamond itself went by registered post.)
Other celebrated African stones have fetched tens of millions of dollars at
auction and reside in private collections. A few sit in the Smithsonian, the
museum between the US Capitol and the White House in Washington.

Against the beauty of Africa’s diamonds glares the ugliness of what they
have been used to do. In recent decades diamonds have provided the funds
that sustained two of the continent’s most horrendous wars.

When the collapse of the Soviet Union brought an end to the Cold War,
factions in proxy conflicts that had relied on the financial support of one of
the two superpowers suddenly found themselves in need of new sources
of cash to buy weapons. In Angola José Eduardo dos Santos’s Communist
government controlled the coast: it could rely on oil from the Cabinda en-
clave that then produced most of the country’s crude as well as the flour-
ishing new reserves offshore. Inland, Jonas Savimb1’s Unita rebels turned
to the diamonds strewn under their territory in the Angolan interior. Dia-
mond sales brought in $700 million a year for the rebels through the 199o0s,
when both sides increased the ferocity of their campaigns following Sav-
imbi’s rejection of a 1992 election that was meant to bring peace. Hundreds
of thousands died; entire cities were destroyed.'!
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In 1998 the United Nations imposed sanctions on Unita’s diamond
sales. But diamonds lend themselves to smuggling—a single half-decent
gem can fetch as much as several tons of iron ore. Unita’s exports were not
curtailed, merely inconvenienced. Traders simply carried the stones across
the border and declared them to be Congolese or Zambian. From there
they would flow to Antwerp or other centers of the rough diamond trade
and were again sold on, chiefly to De Beers, then still a cartel that con-
trolled 80 percent of the world trade in rough diamonds.'? Cut, polished,
and mounted, the diamonds would end their journey on the earlobes and
ring fingers of the wealthy and the amorous.

The notion of a “blood diamond” strengthened as consumers came to
realize that beautifying their hands came at the cost of African limbs. In Si-
erra Leone rebels under the tutelage of Charles Taylor, a warlord in neigh-
boring Liberia, severed hands and feet as they waged a campaign devoid
of any cause beyond amassing power and wealth. From the time of its for-
mation in 1991 the principal goal of the Revolutionary United Front and its
army of child soldiers was to maintain control of Sierra Leone’s diamond
fields, channeling the stones into Liberia for export to the world market.
For a decade government troops, rebels, and a regional Nigerian-led force
vied to outdo one another with the scale of their violence and looting. All
the while the diamond trade dripped fuel into the conflict. As in Angola,
when the United Nations imposed an embargo on diamonds from Sierra
Leone in 2000, the stones flowed out through Taylor’s Liberia instead,
where declared exports far exceeded domestic production.'” One lawyer
in Freetown, Sierra Leone’s bullet-ridden capital, said, “It is strange to say
but I believe that without diamonds this country couldn’t have been in this
state of exploitation and degradation.”"*

A British military intervention in 2000 helped to end Sierra Leone’s
war. Two years later, in Angola, when government troops hunted down Jo-
nas Savimbi and killed him, there was the prospect of lasting peace for the
first time since independence in 1975. The same year, the public tarnish-
ing of the resource industry’s most illustrious commodity gave rise to the
first international mechanism designed to break the link between natural
wealth and bloodshed.

Campaigners from Global Witness generated such outrage with their in-
vestigations of the links between diamonds and war that De Beers’s claims
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that it had ceased to buy blood diamonds were insufficient to prevent more
concerted action. The Kimberley Process, named after the South African
mining town that was the scene of the first mining rush in the 1870s, was
designed to stop rebel movements like Unita and the RUF from selling
diamonds into the world market, either directly or via neighboring states,
by ensuring that every rough stone carried a certificate of origin. Drawing
together governments, campaign groups, and companies that mined and
marketed diamonds, the Kimberley Process was voluntary and often frac-
tious. But its membership grew until it accounted for 99.8 percent of the
diamond trade."®

The Kimberley Process helped to stem the flow of blood diamonds, but
it had a glaring flaw. Its chief targets were rebel movements. Governments
that broke the rules were occasionally sanctioned—and risked losing the
premium that came with Kimberley certification—but even atrocities such
as those that Mugabe’s security forces perpetrated at Marange were not
enough to consign a country to the blacklist. In 2011, after the Kimberley
Process agreed to certify Zimbabwe’s diamonds, Global Witness withdrew
in disgust from the organization it had helped found. “It has become an
accomplice to diamond laundering—whereby dirty diamonds are mixed
in with clean gems,” said Charmian Gooch, one of the group’s founding
directors. '’

Even where a local diamond industry has been managed in exemplary
fashion, the vagaries of operating at the lowest rung of the resources indus-
try can be as severe as in countries supplying less glamorous fare like iron,
copper, or crude oil. Botswana, where diamonds account for three-quarters
of exports, is a rare example of an African state that is rich in resources but
has not succumbed to war and grand corruption. In part that is because
it is so small—the population is 2 million people, fewer than all but five
countries of the African mainland—and relatively ethnically homogenous.
It was one of the earliest southern African nations to gain independence, in
1967, and had its own functioning institutions in place by the time two gar-
gantuan diamond mines were discovered, helping the government drive a
hard bargain with De Beers. Botswana enjoys peace and living conditions
that are much better than those of most other Africans. The government
has taken a stake in De Beers and forced the company to move some of its
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cutting and polishing operations to Botswana, part of a concerted effort
to begin the long journey from resource economy to industrialization. Yet
when the global financial crisis caused demand for diamonds to seize up in
2008, Botswana was reminded of its economic fragility. The United States,
which accounts for half of the world’s diamond sales each year, slipped
into recession, causing diamond prices to tumble.

“There 1s no doubt we are facing a huge challenge,” Ian Khama, Bo-
tswana’s president, told me in March 2009.'7 “The main reason is because
we have been very dependent on revenues from minerals, especially dia-
monds, ever since they were found in the seventies.”

When I turned up at Jwaneng, the De Beers mine in southern Bo-
tswana rated as the most valuable on the planet, the scene was a far cry
from the Hollywood bash hosted by Khama’s predecessor as president a
few weeks earlier—in the resplendent company of the supermodel Hel-
ena Christensen, the actress Sharon Stone, and the burlesque starlet Dita
Von Teese—to try to speed the resuscitation of the diamond industry on
which his country depends.'® The rickety dwellings of the informal set-
tlement that had grown up around the mine were emptying out. De Beers
had decided to mothball the mine until the world economy picked up and
demand for diamonds returned. The mood in the shebeens, the unlicensed
drinking dens selling potent brews and sorghum beer, was grim. “I came
here as a boy,” Edwin Phaladi, a fifty-two-year-old cobbler, told me. “Now

I'm going back to my village.”**

No matter whether they are trading in copper or gold or natural gas, re-
pressive regimes need middlemen to turn their control of resources into
money. The diamond industry is peculiarly closed and complex, how-
ever, with stones sold either under long-term contracts or at private auc-
tions, their value determined by gauging the aesthetics of refracted light
or the relative merits of a hint of pink to a tinge of yellow. The barons of
the diamond trade rank among the most powerful figures in the African
resource game. Dan Gertler, whose grandfather founded Israel’s diamond
exchange, got his start in Congo by winning a diamond monopoly in ex-
change for funds to help arm Laurent Kabila’s forces. Long before the
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scandal over payments to the wife of a Guinean dictator cost his mining
company its multibillion-dollar iron ore rights in Guinea, Beny Steinmetz
had expanded the family diamond business into the biggest supplier to De
Beers and had struck a deal to provide gems from postwar Sierra Leone
to Tiffany’s. (Steinmetz’s marketing strategy includes furnishing Formula
One cars with steering wheels encrusted with diamonds, a touch that adds
“areal bit of bling to the cars,” according to one of the lucky drivers, Lewis
Hamilton.?")

Lev Leviev, the third kingpin of African diamonds, 1s, like Steinmetz and
Gertler, a billionaire and a citizen of Israel, one of the three centers of the
diamond trade alongside Belgium and India. Unlike his two compatriots,
however, Leviev was not brought up in one of the great diamond fami-
lies. He was born in Uzbekistan, then still a Soviet satellite, before moving
with his Jewish parents to Israel as a teenager. Penniless but ambitious—“1
knew from the time I was six that [ was destined to be a millionaire,” he has
said—he left school and began an apprenticeship in the diamond trade,
learning the art of cutting and polishing stones.?' But the best rough di-
amonds were reserved for the privileged “sightholders” anointed by De
Beers. Leviev muscled his way into that club—then took on the cartel. First
in Russia, then in Angola, he went directly to the authorities, bypassing
De Beers. No one had attempted so bold a challenge before, and Leviev’s
audacity started to loosen De Beers’s stranglehold on the industry.

When Leviev arrived in Angola in the mid-1990s the war was entering
its final stages. He cofounded a company to buy Angolan stones and se-
cured an 18 percent stake in Catoca, a choice diamond prospect in terri-
tory that the government had, by the time mining began in 1998, reclaimed
from the rebels. It would become one of the world’s great mines.*

Having elbowed out De Beers, Leviev was made. His cutting and pol-
ishing operation became the world’s largest.?” He built a business that ran
the length of the diamond trade, from mines in Angola, Namibia, and else-
where to jewelry stores on Bond Street and Madison Avenue. Africa-Israel,
a sprawling multinational conglomerate listed in Tel Aviv of which Leviev
took control in 1996, has dabbled in everything from bikinis to US petrol
stations to the construction of Israeli settlements in occupied Palestinian
territory.* A devout adherent of the Chabad, a fundamentalist branch of
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Judaism, Leviev ploughed part of his fortune into advancing the cause,
building schools and synagogues and orphanages in Russia and beyond.
For himself, he built a $70 million mansion in the exclusive north London
enclave of Hampstead, complete with movie theater, swimming pool, and
an armor-plated front door behind which he, his wife, and two of his nine
children took up residence in 2008.%

Following the September 11 attacks in New York in 2001, Leviev
snapped up bargain stakes in the New York Times Building, Madison Ave-
nue’s Clock Tower, and other downtown Manhattan real estate he planned
to convert into luxury condominiums. When the financial crisis struck in
2007, the properties’ values collapsed along with the rest of the US real
estate market. Leviev had borrowed heavily to fund the acquisitions and
now found himself, in the words of one associate, “on the balls of his ass.”
He sought to offload some of the portfolio, and in November 2008 struck
a deal to sell his most illustrious property, 23 Wall Street, the former home
of ].P. Morgan bank, across the road from the New York Stock Exchange.
The buyer agreed to pay $150 million for it, a generous sum in a plunging
market. “No one could understand why anyone would pay $150 million for
that,” a businessman familiar with the deal told me. “The most optimistic
scenario you could create in November 2008 was $75 million.”

The buyer was China Sonangol, the joint venture between the Queens-
way Group and the Angolan state-owned oil company, and the deal was
part of a string of transactions that secured for Sam Pa’s network a piece of
Wall Street and an entry to the African diamond trade.

While Lev Leviev’s property acquisitions were submerged in debt, the
Queensway Group had money to burn after coming through its 2007 crisis.
Its first Angolan oil field had started producing crude; other ventures were
taking shape. A Western businessman who worked with China Sonangol
was told that the company was generating $100 million after expenses each
month. Property was the group’s new frontier, from luxury apartments in
Singapore to a planned office development in North Korea. Through deals
hatched in the recesses of the financial system, the Queensway Group and
its allies in the Futungo began to turn commodities deep beneath Africa’s



230 THE LOOTING MACHINE

oceans and soils into cash, and to turn that cash into prestigious bricks-
and-mortar assets within the exalted citadels of global commerce.

Before the sale of 23 Wall Street Leviev’s company announced that
China Sonangol would also be buying its stakes in the Clock Tower and
the New York Times Building. But property records show no sign of those
transactions taking place. Nonetheless, court documents show that Le-
viev’s US property company agreed to waive half a million dollars from the
J-P. Morgan building sale “to preserve the important business relationship
between the parties.”°

The acquisition of the J.P. Morgan building was only the most visible
link between the Queensway Group and Leviev.?” In late 2009 Leviev sold
China Sonangol his 18 percent stake in Catoca, the Angolan diamond mine
that yields stones worth hundreds of millions of dollars every year, for $250
million. China Sonangol had bailed out Leviev’s adventures in Manhattan
real estate; now Leviev had made China Sonangol the first Chinese com-
pany to own a stake in an African diamond mine.

At a dinner in Hong Kong in 2009 Pa and Leviev could be seen chatting
away. But the relationship would sour. In 2014 a Leviev spokesperson told
me that, despite corporate records that showed an enduring connection,
“the Leviev Group has no joint business with Mr. Sam Pa or with any com-
panies associated with him.” Yet Sam Pa was already broadening his inter-
ests in African diamonds—into Zimbabwe’s Marange fields.

The campaign ad’s soundtrack belonged in some wholesome 1950s caper;
the woman’s voice narrating it was silky and chipper. A cartoon showed
pots of glittering mineral treasures strewn across Africa, particularly Zim-
babwe. But this wealth was not serving those it should. Little single-prop
airplanes zoomed away with all that treasure, generating billions of dol-
lars for foreign companies. Meanwhile, the narrator explained, “Africa, the
richest continent, remains poor.” The solution was the “indigenization” of
the mining industry. Transferring stakes in foreign mining companies’local
subsidiaries to indigenous owners or to the state would cause a greater
share of the revenues to stay in the country. Cartoon hospitals and cartoon
schools bloomed like flowers across Zimbabwe.
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The ad chimed neatly with the footage that ZBC, Zimbabwe’s state
broadcaster, had aired immediately before it, showing one of Robert Mu-
gabe’s final rallies before the July 2013 election. Despite being only a few
months short of ninety, the president’s speeches had lost little of their pol-
ish or rage and none of their length. Zanu-PF supporters decked out in the
party’s yellow and green—some genuine, some probably dragooned—held
up banners declaring, “Zimbabwe is not for sale.” “Down with those who
would sell Zimbabwe,” boomed the emcee, denouncing the opposition
MDC’s support in the West.

The rally and the campaign cartoon captured the essence of Mugabe’s
message: the work of the liberator who threw off the yoke of white rule was
unfinished. Imperial forces still kept Zimbabwe down.

They had a point. The export of oil, gas, and minerals in raw form
contributes to keeping Africa’s resource states trapped at the foot of the
global economy, unable to industrialize. Zimbabwe has a bounteous share
of southern Africa’s minerals: nickel, platinum, and gold as well as the di-
amonds of Marange. The idea of indigenization seems reasonable. Across
the region the postliberation redistribution of land, mineral wealth, and
other economic interests has lagged far behind political emancipation.
Mugabe’s government has repeatedly ordered foreign mining companies
operating in the country to hand over a 51 percent stake of their local sub-
sidiaries to indigenous black owners. Ministers described the policy with
more wrath than detail, but it was broadly supposed to follow the model
of South Africa’s Black Economic Empowerment program, under which
mining groups lend money to locals to buy the stakes, with the loans to be
repaid out of the dividends that the new owners would earn from future
profits.

Critics of the South African program point out that it has contributed
to maintaining the sort of inequitable economic structures that prevailed
under apartheid by creating a new rentier class of black moguls. But Zim-
babwe’s indigenization has not even gotten that far, in part because the
authorities have been more interested in personal rather than national
enrichment. Solomon Mujuru, the former army chief whose wife became
Mugabe’s vice president in 2004, provided a telling example when he
neatly combined venality and geopolitics. According to a leaked account
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by the head of the local subsidiary of Impala Platinum, the biggest plati-
num miner in Zimbabwe, Mujuru privately offered to shield the company
from Chinese designs on its assets if it agreed to select him as its “indige-
nous partner and protector.”*® Such machinations have helped to stymie
any large-scale transfer of ownership even to the crony class, let alone or-
dinary Zimbabweans.

Mugabe has long sought to blame Zimbabwe’s economic collapse on
Western sanctions. In reality those sanctions are aimed at his personal in-
terests and those of his coterie. Even after the European Union bowed to
lobbying by Belgium, the heart of the diamond trade, in September 2013
and permitted the sale of Zimbabwean stones in Europe by lifting sanc-
tions on the state-owned mining company, which has stakes in several Ma-
range ventures, Mugabe stuck to his narrative.** “Our small and peaceful
country 1s threatened daily by covetous and bigoted big powers whose
hunger for domination and control of other nations and their resources
knows no bounds,” he said in a speech later that month to the UN General
Assembly in New York.*

But just as Angola’s José Eduardo dos Santos fought against apartheid
South Africa only to preside over an elite that has used oil money to cut
itself off from the rest, Robert Mugabe sits atop a feudal ruling class that
resembles in structure—if not skin color—the minority rule he waged a
guerrilla war to overthrow.

In many African resource states the oil and mining industries took hold
before independence, before the newborn nations had had a chance to de-
velop institutions to steward the common good and circumscribe arbitrary
power. When giant oil fields were discovered in the North Sea in 1969,
Norway and the UK had the institutions in place to mitigate the destructive
force of o1l money. Not so with countries such as Nigeria, where Shell was
pumping oil before British colonial rulers departed.

“The British and the rest, they were like the Spanish conquistadores,”
Folarin Gbadebo-Smith, a Nigerian polymath who qualified as a dentist
before studying at the Kennedy School of Government at Harvard, serv-
ing in the Lagos local government, running the Nigerian-Asian chamber of
commerce, and founding a think tank called the Centre for Policy Alter-

natives, told me when we met one afternoon at a mutual friend’s house in
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Abuja.’! “The colonial powers set up a machine, a machine to extract re-
sources. When they left, it passed to the next leaders, like DNA. In so many
places the military took over to capture the rent. It is incredibly difficult to
change that structure. The foreign partners remain with their collabora-
tors. It’s like a virus, transmitted from the colonial regime to the postinde-
pendence rulers. And these extractors, they are the opposite of a society
that is governed for the commonwealth, for the public good.”

The archetype of these extractors, those who use the conquest of nat-
ural resources to advance political power and vice versa, was Cecil John
Rhodes.”? Arriving in the central plains of what would become South Af-
rica during the diamond frenzy of the 1870s, Rhodes rose from small-time
digger to lord of the diamond trade. He founded De Beers and, when gold
was discovered to the north of the diamond fields, launched Gold Fields of
South Africa, which still ranks among the biggest gold miners, with mines
from Australia to Peru.

Rhodes, who served as prime minister of the Cape Colony for five years
beginning in 1890 and had private armies at his command, was an avowed
imperialist. He sought relentlessly to expand northward the interwoven
projects of British colonial rule and his own corporate interests by way of
treaties, force of arms, and duplicity. His most hegemonic venture, the Brit-
ish South Africa Company, had a royal charter affording it powers akin to
those of a government. The region’s black inhabitants, from the Xhosa of
the eastern Cape—Nelson Mandela’s people—to Robert Mugabe’s Shona
ancestors in Rhodesia, were gradually subjugated and marginalized.

Rhodes died in 1902, humbled by his support of the disastrous Jameson
Raid into Boer territory. W. T. Stead, the great crusading newspaperman
of Victorian Britain, called Cecil Rhodes “the first of the new Dynasty of
Money Kings which has evolved in these later days as the real rulers of
the modern world.”*? That description echoes down the century that fol-
lowed and past the turn of the millennium. Areva in Niger, Shell in Nige-
ria, Glencore in Congo—they and others like them replicate in their sheer
power over African nations the empires that came before them. Twice
when I asked seasoned mining executives in Africa what they made of the
Queensway Group, they drew an analogy with Rhodes. “It’s Rhodes all
over again . . . a huge mafia,” said one I spoke to in Zimbabwe. In Angola
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another executive, who had watched the group penetrate the inner circles
of power and then launch its expansion across the continent, told me, “It
has megalomaniac tendencies. It’s like Rhodes, trying to conquer Africa all
over again.” The Western businessman who had dealings with the Queen-
sway Group updated the language: “They are an old imperialistic com-
pany. They have mineral rights, and they have connections into the highest
levels of corrupt governments, which gives them the right to take whatever
the fuck they want.”

The power structures of the new resource empires differ from those that
the likes of Rhodes built in one striking way: they comprise a lot more
black faces at higher levels. There are plenty of examples of African com-
plicity in the exploitation of the continent by foreign powers, from the
slave trade onward. The classic imperial ploy, perfected by the British, was
to foster a client elite whose authority would be buttressed by London,
provided that that elite maintained London’s interests. Today in Africa’s
resource states the local potentates are equal partners with the oil execu-
tives, the mining magnates, and the globetrotting middlemen. There have
even been some direct reversals of the old order: Sonangol, the Futungo’s
vehicle for broadcasting its power and wealth, has bought stakes in Por-
tuguese banks and utilities and holds Portuguese sovereign debt. When
Portugal’s prime minister went to Luanda after the EU agreed to bail out
his country’s stricken economy, he said his government would look “very
favorably” on Angolan investment.**

As Rhodes knew, to profit from natural resources, one has need of armed
forces to protect both the terrain under which they lie and the political sta-
tus quo. Oil and mining groups routinely use armed private security com-
panies to guard their facilities; bands of mercenaries are still prepared to
go to war on the promise of resource dollars. But these days raising a fully
fledged private army is generally deemed beyond the pale. For a would-be
latter-day Rhodes, the trick is to forge an alliance with the local purveyors
of violence. Sam Pa and the Queensway Group sought out Robert Mu-
gabe’s secret police.

The Zimbabwean security forces are the heart of Mugabe’s regime, and
the Central Intelligence Organisation is the heart of those security forces.
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Mugabe inherited the organization when he displaced Ian Smith, Zimba-
bwe’s last white ruler, in 1980 and retained its boss, Ken Flower. As the first
hopeful years of Mugabe’s reign gave way to terror, the CIO became the
lead violin in his orchestra of fear.

“Apart from its core mandate of intelligence-gathering, the CIO has also
engaged in paramilitary operations and is heavily implicated in Zimba-
bwe’s culture of violence,” writes Knox Chitiyo, a Zimbabwean authority
on the security services who has taught at the army staff college.?® “The
CIO 1s notorious for abductions and the use of torture to extract informa-
tion.” With as many as ten thousand personnel inside Zimbabwe plus its
informal operatives and agents abroad, the organization reaches into every
corner of society. At election time its mandate 1s to intimidate Zanu-PF’s
opponents and induce voters to cast their ballots for the ruling party or not
at all.”® When artisanal miners in Marange notice someone they suspect
of being a CIO agent drawing near, they warn one another by saying that
there are cattle eating in the fields, a harbinger of starvation reapplied to
signal a different kind of danger.

The CIO reports directly to Mugabe and is funded through the office
of the president, where the budget is off-limits to parliamentary scrutiny.
The secret police does business on the side too, after the fashion of the
Russian intelligence services or General Kopelipa, the head of Angola’s
military bureau.’” The Zimbabwean army, police force, and CIO have all
been linked to the obscure mining companies that were assigned rights to
mine Marange’s diamonds.”® “In a country filled with corrupt schemes,” a
US diplomat wrote in a 2008 cable, “the diamond business in Zimbabwe
is one of the dirtiest.”*

Sam Pa’s dealings with the CIO stretch back at least to early 2008, be-
fore the elections that year that brought about Zimbabwe’s power-sharing
government. In February 2008 Pa’s private plane began arriving at Harare
airport, according to documents purporting to be internal CIO reports,
obtained by Global Witness.*® On his monthly visits Pa bought diamonds
from the military and the CIO, which were already plugging themselves
mto Marange before taking full control with Operation No Return. In
exchange Pa pumped money into Mugabe’s shadow state. According to
the leaked documents, his payments to the CIO reached $100 million
by early 2010, a sum almost equivalent to the entire annual budget of the
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government department that includes the secret police. He also threw in a
fleet of Nissan off-road vehicles."!

Two well-connected Zimbabwean businessmen told me that Sam Pa’s
ultimate business partner in Zimbabwe was Happyton Bonyongwe, the
head of the CIO and Mugabe’s spymaster. I have not seen anything on
paper recording such a partnership. There is, however, a paper trail that
connects the Queensway Group to the CIO.

While Sam Pa was trading stones that others were mining at Marange,
a company called Sino Zim Development won the chance to dig for itself.
The Zimbabwean government granted it a concession to mine diamonds
in the Marange fields. This was the company that Shuah Mudiwa, the op-
position MP in Marange, told me was “the military of China and the C1O.”
The Chinese military does not appear to have had any direct interest; per-
haps Mudiwa had got wind of Sam Pa’s arms dealing and his ties to the
Chinese intelligence services. While a handful of other companies began
to churn out stones from Marange, Sino Zim’s prospect came up dry. Ac-
cording to Queensway Group lawyers, by 2012 Sino Zim had given up its
concession without exporting “a single carat.”*? But Sino Zim appears to
have served another purpose: it formalized the Queensway Group’s busi-
ness connection to the CIO.

By 2009 the Queensway Group was increasingly using Singapore as a
base for its worldwide operations. The companies at the apex of its corpo-
rate structure remained registered in Hong Kong, but the city-state across
the South China Sea offered many of the same opportunities for corporate
secrecy while also allowing the Queensway Group to advance its transi-
tion to a fully fledged multinational not tethered to its Chinese and Afri-
can roots. On June 12, 2009, a few months after Operation No Return had
torn through Marange, Sino Zim Development Pte, Ltd. was registered
in Singapore. Its sister company, also called Sino Zim Development but
registered in Zimbabwe, received a diamond concession in the Marange
fields, and the Singaporean company shifted $50 million into the country
on behalf of the Zimbabwean company.*’ Both companies were tied to the
Queensway Group’s leading figures.

As usual, Sino Zim’s ownership looped through the opaque recesses
of the financial system. The Singaporean company had two shareholders;
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both were companies registered in the British Virgin Islands, where own-
ership is secret but signatories, if they are not one of the agents who each
tend to act on behalf of thousands of companies, usually have at least an
influence over the company and are likely to own it in part or in whole.

The signatory for the company that held 70 percent of Sino Zim’s shares
was Lo Fong-hung, Sam Pa’s principal partner, who holds stakes in a score
of other Queensway companies. The signatory for the company that held
the remaining 30 percent of Sino Zim was a new addition to the Queens-
way constellation: Masimba Ignatius Kamba, who gave as his address the
seventh floor of Chester House in central Harare.** In the days leading
up to Zimbabwe’s elections in July 2013 I went looking for Kamba at his
Harare address. I wanted to try to verify what I had heard: the Queens-
way Group’s business partner in Zimbabwe was a member of Mugabe’s
secret police. The Zimbabwean press had named Kamba as a member of
the CIO, and the opposition had named him as the organization’s director
of administration.*

Harare’s business district is livelier than the sleepy, verdant avenues of
the suburbs, but it 1s positively genteel compared with the furor of Lagos
or Luanda. Not far from Harare’s main bus terminal, a block over from
Robert Mugabe Road, Chester House is a bland concrete high-rise of of-
fices. In the dingy reception I signed my name in the visitors’ book and
was informed that the elevator was broken. I set off up the winding flights
of stairs. The signs on the entrances to the offices on the lower floors said
they belonged to the Ministry of Education and Culture. I reached the sev-
enth floor, which Kamba lists as his address in Sino Zim’s company filings,
but, for the moment, I clambered on upward, suspecting that if there were
a CIO presence in the building, it might have something to do with the
organization whose headquarters occupy the ninth and tenth floors, the
Zimbabwean Congress of Trade Unions.

Before he became the opposition leader, Morgan Tsvangirai used to
run the ZCTU. The photographs of bruised and battered unionists on the
walls of its head office testified to the organization’s active resistance to the
regime. I asked one unionist what went on on the lower floors. “The sixth
and seventh floors, that’s where we have the CIO guys,” the unionist told
me. “We don’t relocate because they just follow us.” So Ignatius Kamba
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was using a CIO office with a mandate to spy on trade unionists as his offi-
cial address for business dealings with the Queensway Group.

Struggling to keep thoughts of the CIO’s penchant for brutality out of
my head, I walked back down the stairs. “Zelgold Investments: Registered
Money Lender” read the blue and yellow sign beside the entrance that led
from the stairwell to the offices on the seventh floor, Kamba’s registered
address. I walked in and popped my head in the first door. Inside was a
sparsely furnished room with freshly whitewashed walls. A burly, smartly
dressed man sat at a desk bellowing into a telephone. His colleague, also in
suit and tie, looked startled when I said I was looking for Masimba Ignatius
Kamba.

He missed a beat. “What company?”

“Sino Zim,” I said.

The man informed me that Sino Zim’s offices were on another street a
few blocks away, and it was clear from the atmosphere in the room that it
was time to leave.

Two days later I followed the directions to Sino Zim that the man at
Kamba’s registered office had given me. At the reception I asked again for
Kamba. “This is a Chinese company, and our bosses are in a meeting,”
came the reply. This, it turned out, was not the office of Sino Zim Develop-
ment, the company that had secured the diamond concession at Marange,
but of a company with a similar name that ran the Queensway’s Group’s
cotton venture in Zimbabwe. To find Sino Zim I was told to head back out
and carry on past the headquarters of Megawatt House, the dilapidated
state electricity company. I reached Livingstone House, an angular and
imposing twenty-two-story building that was the city’s tallest when it was
constructed under white rule and named after the Scottish missionary pio-
neer immortalized in Western imaginings of Africa through his encounter
in 1871 with the British explorer Stanley (“Dr. Livingstone, I presume?”).
Today the skyscraper houses, among other things, Zimbabwe’s ineffectual
anticorruption commission. Its proprietors were the same outfit that has
snapped up another office complex across town and a hotel that is popular
for weddings in the suburbs—the Queensway Group.*

The lobby at Livingstone House was only slightly less grand than that of
Luanda One, the Queensway Group’s Angolan skyscraper. At the entrance
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to the third floor I finally saw the official logo of Sino Zim, opposite the
office for the local branch of Coca-Cola. Sino Zim’s reception area opened
onto a large balcony covered with AstroTurf and overlooking a thicket of
trees. The executives worked out of the seventh floor, I was told. I took the
elevator up and entered a well-appointed office with abstract art on the
walls. An elegant secretary informed me that Sino Zim’s management had
gone home for the day. As I wrote out a note (which was never answered)
I asked the secretary whether Sam Pa ever visited the office. She smiled.
“He comes and goes.”

The air was laden with humidity as I walked through the manmade canyons
of Hong Kong. Glittering skyscrapers were interspersed with besmirched
high-rise tenements and the occasional dilapidated edifice swathed in
bamboo scaffolding. It was a Monday morning in May 2014, and the front
pages of newspapers on sale in the bustling streets reported on the protests
that had broken out in Vietnam after China sent an oil rig into disputed
waters, the latest regional provocation by an increasingly assertive power.
I walked past the spot where, nine years earlier, a close-range volley of tear
gas floored me as I reported on a march on the World Trade Organization
summit taking place within the Hong Kong Exhibition Centre by Korean
farmers demonstrating against the privations of globalization.

I reached the address I was looking for: Pacific Place, the crown of tow-
ers at 88 Queensway. I went through the mall at street level, with its luxury
boutiques and moody lighting, and up to the courtyard between the tow-
ers, decorated with greenery. An expensive café catered to the cosmopoli-
tan financiers who work here. China Sonangol, China International Fund,
and assorted more discreet companies of the Queensway Group are reg-
istered at Hong Kong’s corporate registry at the tenth floor of Two Pacific
Place, the second tower with the curved veneer of mirrored glass.

The spacious lobby was decorated with little paintings on the walls in a
jaunty 1940s style, depicting businessmen carrying briefcases and playing
golf and women walking tiny dogs and having their skirts blown upward
like Marilyn Monroe. I emerged from the lift—all marble and mirrors—on
the tenth floor and saw, behind glass doors, the logo of China Sonangol.
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Inside there was a waiting room off to the left and a knee-high statue
of an African woman, carved in dark stone. I buzzed the intercom, and a
woman in glasses and blue blouse let me in. Before I could introduce my-
selfanother woman emerged. She was short, with a rounded face and black
hair in a bob and wearing a black blouse and black trousers. She asked who
I was. I explained that I worked as a reporter for the Financial Times and
was writing a book in which China Sonangol would appear. Both women
smiled politely, but a distinct awkwardness remained in the air.

I rattled off the names of other companies in the Queensway Group reg-
istered to the address where we were standing: China International Fund,
New Bright, Dayuan. I named Lo Fong-hung, who has listed this office as
her address. The woman in black told me she didn’t know of these com-
panies. I asked about China Sonangol, whose logo was on the wall beside
us. She told me to look at the website. I explained I had sent countless
e-mails, none of which had received a reply. She insisted I send another
one. I asked whether there was anyone at the office who could answer my
questions. She told me she was not “senior,” that there were no managers
here, that I must have the wrong place. I asked whether I could leave a writ-
ten message for a manager. She declined. I asked for the name of someone I
could contact. She declined. I asked her name. She declined. I pointed to a
stack of brochures including copies of CIF Space, the in-house newsletter
of China International Fund, a company the woman had said she knew
nothing about. I asked to have one. “We cannot distribute them,” she said,
then added, “I think you should leave.” I stepped out, the door clicked be-
hind me, and the woman vanished. I buzzed the intercom again and tried
to ask after Sam Pa. “No,” said the receptionist.

It was the same story at the office on the forty-fourth floor of the next
tower along the main road, the Lippo Centre at 89 Queensway, a building
that resembles a giant Jenga stack and to which the group had recently
switched some of its registered addresses. There, I didn’t even make it
through the door of another China Sonangol office before being asked to
leave.

I did, however, get hold of Sam Pa’s mobile number. I called it repeat-
edly. Mostly it rang out or went to a message suggesting he was out of Hong
Kong. Twice he answered, and I explained that I was going to write about
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him. He spoke English with a thick accent. The first time he said he was
at lunch; the second time he said he was in a meeting. Both times he told
me he would call back. He never did. As far as I know he has never given
an interview.

The one person from the Queensway Group who would speak to me
was China Sonangol’s lawyer, Jee Kin Wee. We exchanged e-mails in
2014. I wrote a detailed letter to him, posing fifty-two questions about the
Queensway Group and its activities. A letter came back, signed China So-
nangol, which answered four of them. “Due to confidentiality agreements
and our legitimate desire for privacy, which private companies are entitled
to, we will not be providing you with any additional information than 1s
necessary [sic],” the letter read. “We do however reserve our rights to pur-
sue legal remedies if you repeat or publish defamatory statements.” It went
on, “We are not a listed company and the Law does not require us to dis-
close all our business dealings in the same manner as listed companies.”*’

Sam Pa travels constantly. His jet rarely stays put for more than a few
days. In the first months of 2014 alone it shuttled between Hong Kong,
Singapore, Mauritius, Madagascar, the Maldives, Angola, Zimbabwe, In-
donesia (where China Sonangol has a slice of a natural gas field), and
Beijing.*®

Like Rhodes before him, Pa’s African horizons are forever widening. In
December 2013 Ernest Bai Koroma, the president of Sierra Leone, a nation
scarred by its diamond-funded war but where peace has started to take
hold, stopped off in Angola on his way home from Nelson Mandela’s me-
morial service in South Africa. Over dinner and red wine at Luanda One,
the Queensway Group’s golden skyscraper, Koroma held what a statement
from his office described as “fruitful discussions with Chinese Business
Tycoon and Vice Chairman of China International Fund Limited, Mr.
Sam, on key infrastructural developments to be implemented in Sierra Le-
one.”* A photograph shows Koroma engrossed in conversation with Pa,
who 1s dressed in his usual dark suit and spectacles, a mobile phone on the
table in front of him, gesturing as through ticking off items on a checklist.
(Another photograph, taken a year earlier, shows Palooking on as Koroma
signs a memorandum of understanding between Sierra Leone, China In-
ternational Fund, and China Railway Construction Corporation, a giant
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Chinese state-owned company that employs 240,000 people, for a slew of
projects ranging from diamonds to fisheries.”)

The Queensway empire is expanding to new frontiers far from its heart-
lands in Africa’s oil fields, mineral seams, and diamond pipes. China So-
nangol recruited Alain Fanaie, a former senior resource-industry banker
at Crédit Agricole, a French bank that had helped it arrange multibillion-
dollar loans. Fanaie was installed as chief executive of China Sonangol,
operating out of its Singapore headquarters. (In July 2014 China Sonangol
issued a brief statement saying that Fanaie had resigned.”") But even as it
acquired the outward trappings of a regular company, Sam Pa remained its
chief emissary.

In September 2013 Sam Pa posed for photographs at a signing ceremony
in Dubai beside Sheikh Ahmed bin Saeed al-Maktoum, a senior member
of the oil-rich emirate’s royal family. They had just put ink to a deal for
China Sonangol to build what Dubar’s official press release called a “state-
of-the-art refinery” to process crude oil.”® In May 2014 Pa attended another
ceremony, this time in Beijing. He sat next to Marat Khusnullin, the dep-
uty mayor of Moscow, and Hu Zhenyi, the vice president of China Rail-
way Construction Corporation. Pa was representing China International
Fund in an agreement to build a new metro line in Moscow. Khusnullin,
the deputy mayor, was in town as part of the delegation accompanying
Vladimir Putin to China. Two months earlier Putin had annexed Crimea
following the fall of the pro-Russian president of Ukraine, prompting the
United States and Europe to impose sanctions on Putin’s inner circle and
Russia’s oil industry. It was a deal straight out of the Queensway Group’s
African playbook: cultivating a regime recently placed under international
sanctions, denounced as a pariah in the West, mired in corruption, and
rich in natural resources.

J. R. Mailey, an American researcher who was part of the congressional
research team that first identified the Queensway Group and coined its
name, has developed an encyclopedic knowledge of Sam Pa’s corporate
empire. I asked him what he thought would become of the Queensway
Group. “Even 1f Queensway’s business empire crumbles, everything that
allowed Sam Pa to rise in the first place is still there. He still has the Rolo-
dex; he still knows how to get close to elites in fragile states. Most impor-
tantly he knows how to operate under the radar and just beyond the reach
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of law enforcement. If it weren’t him, it would be someone else. The sys-
tem is still there: these investors can still form a company without saying
who they are, they can still anchor their business in a country that is not
concerned about investors’ behavior overseas, and, sadly, there’s no short-
age of resource-rich fragile states on which these investors can prey.”>

Sino Zim gave up its concession in Zimbabwe’s diamond fields, saying
it was “commercially unviable.” It was said in Harare’s mining circles in
2013 that the company was looking at another corner of Marange as well
as mineral prospects. China International Fund, the Queensway Group’s
outward face, denied giving money to Mugabe’s secret police.’® But Sam
Pa carried on coming and going from Harare.

In April 2014, eight months after Robert Mugabe rigged his way back to
total control of a country he had already ruled for thirty-three years, the US
Treasury added Sam Pa’s seven names to its list of “specially designated
nationals.” The Zimbabwean Sino Zim Development was also added to
the list, though not the Singaporean company with the near-identical
name. The people and companies on the list are those “owned or con-
trolled by, or acting for or on behalf of” the rulers of countries subject to
US sanctions. American companies are prohibited from doing business
with them, and their US assets are frozen. Bejjing had already tried to put
some distance between itself and the Queensway Group. The Chinese em-
bassy in Harare said in 2009 that the Chinese government had “nothing to
do with the business operations of a company named China International
Fund.”® (Even the Queensway Group itself maintains a fig leaf of separa-
tion between its corporate structure and the man who jets round the world
striking deals on its behalf: China Sonangol’s lawyer told me that Sam Pa
was merely an “adviser” to the company.”)

But Chinese companies carried on winning contracts in Africa’s re-
source states on the coattails of the Queensway Group. The US authorities
stopped short of adding to the sanctions list China Sonangol, whose part-
ners in Angolan oil ventures include the biggest American oil companies
and on whose behalf Sam Pa jets around the world signing deals.?’

Nothing that we have done s reversible. Those were Mahmoud Thiam’s
words as he prepared to leave Guinea and go back to New York, his mining
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deals complete. The sentiment might seem ludicrous in hindsight: the
elected government that followed the junta Thiam served ejected Sam Pa
and Beny Steinmetz, both of whom he had supported. In another way,
though, he was right. Sam Pa’s reign as a baron of the African resource
trade might endure, or he might return to obscurity as rapidly as he rose
from it, felled by the fickle politics of resource states. But the looting ma-
chine has known many captains in many guises: King Leopold, Cecil
Rhodes, Mobutu, Mugabe, and hosts of executives from Western oil and
mining companies and their new Chinese counterparts. They are rivals os-
tensibly, yet all of them profit from the natural wealth whose curse sickens
the lives of hundreds of millions of Africans.

The empires of colonial Europe and the Cold War superpowers have
given way to a new form of dominion over the continent that serves as the
mine of the world—new empires controlled not by nations but by alliances
of unaccountable African rulers governing through shadow states, middle-
men who connect them to the global resource economy, and multinational
companies from the West and the East that cloak their corruption in cor-
porate secrecy. We prefer not to think of the mothers of eastern Congo,
the slum dwellers of Luanda, and the miners of Marange as we talk on our
phones, fill up our cars, and propose to our lovers. As long as we go on
choosing to avert our gaze, the looting machine will endure.



EPILOGUE

Complicity

AROUND THE CORNER from where I now live, in east London, there is
a café with a chalkboard sign that reads, “Ethically sourced organic
coffee here!” The coffee comes from a company founded by Bob Marley’s
son Rohan, which gets its beans in from Jamaica, Central America, and
Ethiopia. In the supermarket further down the road the label on a packet
of dates says they were grown in Israel; the grapes are from Chile. There 1s
less attention to provenance in the other shops, selling jewelry and mobile
phones and fizzy drinks in aluminum cans, or in the real estate agents of-
fering houses with copper wiring and stainless steel kitchens, or in the gas
station, with its assorted grades of gas and diesel. Commodities from every
continent blend together in the snaking supply chains of the global econ-
omy, and it is safe to say that there are incognito nuggets of Africa for sale
on my east London high street just as there are in the malls of Los Angeles
and the boutiques of Rome. Likewise, through our pension funds invested
in their shares, we all enjoy the profits of the giant corporations of the oil
and mining industries.

When something undesirable, rather than shipments of treasure, arrives
from Africa there is uproar. African migrants—some refugees, some driven
by poverty to take desperate risks—die in their hundreds every year as they
attempt to cross the Mediterranean in pitifully unseaworthy vessels trying
to reach Europe. In late 2014 Italy’s government announced that it would
end a search-and-rescue operation that had saved 150,000 lives in the
year since it began (but that had, it could be argued, prompted the people
smugglers who organize the boats to pack ever more passengers onto ever
more hopeless craft). The fact that tankers carrying African crude that has
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despoiled and corrupted the countries in which it was pumped are free
to ply the same routes did not enter the debate. After two American aid
workers in Liberia became infected with the Ebola virus in July 2014 and
were flown back to the United States for treatment, Donald Trump wrote
on Twitter, “Stop the EBOLA patients from entering the U.S. Treat them,
at the highest level, over there. THE UNITED STATES HAS ENOUGH
PROBLEMS!” Newsweek ran a picture of a monkey on its cover, alongside
an improbable story about the danger that imports of African bushmeat
would unleash the virus on America.' Few made the connection between
the debilitating effects of a looting machine that funnels African wealth to
the rich world and the inability of the countries where Ebola was rife to
fight the virus. By October Ebola and the hemorrhagic fever it induces had
visited the most terrifying deaths imaginable on five thousand people in
Guinea, Liberia, and Sierra Leone, countries that were tentatively emerg-
ing from war and dictatorship. In all three the virus fed off the resource
curse, which had helped to enfeeble health services and corrode the state’s
ability to safeguard its citizens. There was no talk of closing Western bor-
ders to these countries’ diamonds, bauxite, and iron ore.

Indeed, industrialized countries’ hunger for African resources only
grows. The commodity boom that fattened the pot of rent in Nigeria, An-
gola, Congo, and the rest of Africa’s resource states has prompted oil and
mining companies to spend lavishly on exploring virgin territory. New gas
finds in east Africa are estimated to exceed the entire reserves of the United
Arab Emirates, not far behind those of the United States.? Mining compa-
nies are digging deeper underground and prospecting the expanses of the
African interior. All but five African countries are either producing crude
oil or looking for it.” There are already signs that the corrosive effects of the
resource trade are spreading in tandem with the industry’s new discoveries.

One December night a few years ago I went to a club in London to see
Nneka, one of Nigeria’s most exciting young musicians. I had seen her play
in Lagos and met her a couple of times. A daughter of the Niger Delta,
she sings and raps about the hardships oil has visited on her people. One
track—*“VIP,” or Vagabond in Power—goes,

You dey break my heart
You dey take my soul away
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They make my pikin [child] dey suffer
They make Africa dey suffer
Vagabond in Power

You dey break my heart

As she prepared to launch into a rendition of “VIP,” Nneka reminded
the crowd of the role that Shell and other multinational resource compa-
nies headquartered in the West play in Nigeria’s daily corrosion. She gave
an instruction, one that applies to all of Africa’s looted nations: “Don’t
think you’re not involved.”
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