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Banking in and on Bahrain

by Konrad Ege

One of the best allies the U,S. govern-
ment has in the Middle East is Bahrain, a
231 square—mfle island in the Persian-Ara-
bian Gulf. It lays 13 miles off the coast
of Saudi Arabia and has some 250,000 in-
habitantg. Bahrain has served as a base
for the U,S. Navy since 1949, Until the
U.8. acquired ''facilities" (great emphasis
is placed on avoiding the word 'bases") in
Uman, Somalia, and Kenya in 1980, al-
Jufair Naval Base in Bahrain -- headquar-
ters of the U.S. Middle East Force (MID-
EASTFOR) -- was ''the only naval onshore

command between the Philippines and the
Mediterranean.' U.S. officials -called the
small naval taskforce operating out of

Bahrain "a key to stability in the Culf

Counterspy, Apr. 1981, P31-34
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and the area's 40 percint of the wourld's
proved oil reserves.

Bahrain was a British colony until 1971.
It is ruled by Sheik Isa Ibn Sulman al-
Khalifa. For his spyvival, the Sheik de-
pends on British and U.S. aid. He leads a
repressive regime, or, as a confidential
CIA memorandum of March 22, 1976 words 1it:
“He reigns industriously, providing the
Shetik to run ghe Public Security Force,
which has about 1,500 employees. It 1is di-
vided into three units: the Security
Force; the Special Branch; and the police.
All three units are under the control of
the Interior Ministry.Z A U.S. government
publication stated in 1977 that.'The Spe-
cial Branch performs both criminal inves-
tigation and political intelligence gath-
ering. Many of the senior officers of the
Special Branch and the Security Force are
non-Biirra'nd. In 1976 British, Jordanians,
and Pakistanis -were responsible for many
operations, particuiavly technical equip-
ment and the surveillance of resident
aliens. Foreign observers described the
two units as particularly effective in-ln-
telligence gathering."

The small Bahrain \e[ense Force is like-
wise virtually‘contrclled by foreigners,
mainly from England from which Bahrain
gets most of its amms. I"red Halliday con-
firms this foreign influence: “Security in
Bahrain is under tue command of two lonb-
standing British counteciasurgency cx-
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perts, lan Henderson, a veteran of the Mau
Mau campaign in:Kenya in the 1950's, and
‘Maj. Gen. Jim Bell," 4 In short, the 1976
CIA memoranduﬁgéas hardly exaggerating
wvhen .it describéd Sulman al-Khalifa as
"nlghly responsivg to his British advi-
sors."

While the British are still the dominant
force in Bahrain, over the last ten years
the U,S.,gnvérnmenc and U,S. corporations
have managed to increase their influence.
In 1977, a $500,000 "U.S.-Bahrain Security
Assistance Program" was launched, and ten

U.S. advisors went ta Banrain.S In 1979,
the State Department's Office of Munitions
Control licensed the shipment of milicary
goods worth $694,756 to Bahrain; $88,300
worth of the material was classified under
the category "Kiot Control Agent/Herbi-
cide."® The $694,756 amount in 1979 was a
considerable increase from $126,440 in
1978.7 In addition, according to the U.S.
Defense Security Assistance Agency, Bah-

. rain received $83,000 worth of U.S. mili-
tary training in 1978.8

U.S. influencc also reaches into the
economy. One of Bahrain's largest employ-
ers, the Bahrain Petroleum Company (BAPCO)
is owned by Caltex and run by U.S. citi-
zens. A number of. U.S. corporations have
moved their Middle Last headquarters to
dahrain, drawn there by dncentives ex-
tended to them by the Bahraini rulers.
Bahrain is becoming.a major banking center
in the Middle jlast with tax laws extremely

-ty .



favorable to foreign investment; and while
Bahrain's own oil production is small, the
country's business establishment profits
greatly from the Saudi oil wealth.

During the carly 1970's, the U.S. Navy
was very visible in'Bahrain with the pres-
ence of as many as 1,150 U.S. sailors and
dependents.? The Bahraini rulers.allowed
U.S. warships and planes almost unlimited
access .to the .country. Sheik Sulman was
the only Arab ruler to allow oil to be
loaded for use by the U.S. forces in Viet-
nan during the 1967 Arab-Israeli War. Dur-
ing che late 1960's and early 1970's,
BABCO, also. supplied large quantities of
aviatlon gas to U.S, planes raiding and
bombing Horth Vietpam.

Puring the October 1973 Arab-Israeli
War, Sulman al-Khalifa told the U.S. gov-
ernment that the davy had to leave. One
year later, the Sheik reversed nimself
”reportedly after two high U.5. officials:

isited Iran and Saudi Arabia. The Saudis
exeruibe considerable influence over Bah--

rain's foreign policy."l}

However, in August 1975, Sheik Sulman
informed the U.S. governmeat that the
Navy's $4 milllon-a~year lease would be
terminated by June 30, 1977. It appears
that he was motivated by internal opposi-
tion to the U.S. presence and by criticism
of other Arab countries. June 1977 came,
but not much changed. On paper, the U.S.
naval base was dissolved, and its opera-
tions were shifted onto the flagship of
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MIDEASTFOR, the U.S.S. La Salle. In spite -
of the official base closure, U.S. mili-
tary personnel are still stationed on the
ground in Bahrain. The gate to their "non-
existent" facility -- which has no identi-
flcation sign -- is guarded by Bahraini
government security personnel, and U.S.
milf€ary personnel must change into civil-
fan clothes when they leave the facility.
And, despite its “"non-existence", in 1979,
the U.S. government paid Bahrain $2 mil-
lion for the use of the al-Jufaiy base .12
After the official closing of the base
in June 1977, Newsweek commented: "What's

the most remarkable about the termination
of the U.S.-Bahrain agreenent is how lit-
tle will actually change."l3 The DMS Mar-
ket Intelligence Report wrote about the
base closing and a new U.S.-Bahrain agree-
ment restricting U.S. access to the is-
land: "The new agreement uegotiated be-
tween the U.S. and Bahrain.., 1s actually
only a cosmetic alteration of the military
situation."l4,In fact, the number of U.S.
military personnel was only reduced and
their families were scnt home. Transport
planes from the U.S. Military Airlifc Com-
mand continuc to use Bahrain airport to
deliver supplies and exchange personnel.

In addition, the commander of MIDEASTFOR
still lives 1in Bahrain's capital, Manawma.
In September, 1980, the Peoples' Front

in Bahrain (PFB) issued a report which
further strengthencd the contention that

~-\to -



strikes were directed at BABCO. At times
the strikes cxpanded into country-wide
strikes with the workers demanding the
right to form trade unions, improved work-
ing conditions, and ilnstitution of a min-
imum wage. In response, the ruling family
resorted to brutal repression, but to this
duv has not bheen able to crush the mili-
tant workers' movement.

In 1973, the Sheik tried his luck with
"J{mited democracy". After the women were
deprived of their right to vote, a nation-
al assembly was elected, which was highly
restricted and had very little power.
Still, when some members began to criti-
cize the ruling family, Sheik Sulman shut
the assembly down and hasn't tried another
"experiment in democracy" since.

In dealing with the opposition movement,
the al-Khalifa family has never hesitated
to resort to torture and murder. A March
5, 1980 underground paper listed 76 per-
sons who were arrested in late 1979 and
put in prison,l5

The Bahraini rulers are also worried
about the 3,000 students enrolled abroad.
In May, 1980, Education Minister Sheik
Abdulaziz Mohammed al-Khalifa issued new
guidelines for Bahraini students abroad.
They included the Ministry's right to su-
pervise all students and gather informa-
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the U.S. Navy had never left Bahrain. The
Front wrote the follouwing: "In spite of

the Bahraini government's refusal to ac-
knowledge the presence of pormanent U.S.
military establishments, personnel of na-
val units in Bahrain, f{the attached] docu-.
wents prove [phat] ... the U.S. has a per-
manent military presence in DBahrain (tlie
al-Jufalr Naval Base)."

Ta prove that point, the PFB provided a
copy of a disembarkation -card of a U.S.
citizen, Stephen E. Baker, who gave his
occupation as "U.S. Military", and his ad-
dress as 'W.S. Navy, Bahrain'. Daker, ac-
cording to the document, eatered Bahrain
on June 18, 1980. Another disembarkation
card obtaiped by the PFB had been issued
to Ellen Herbert. She gave her address as
"U.S. Navy, Bahrain', and her occupation
as "wife".

While Sheik 3ulman hag peen sustained by
the British and U.S. goveruments, it has
not been withdut its cost. Over the years,
there have been repeated demonstratioms
against the U.S. military presence in Bah-
rain, After the failed military mission’
into Iran in April, 1980, anti-U.S. demon-
strations took place in Bahrain for sever-
al days when reports appeared in the press

that U.S. planes used an airfield in Bah-
rafn in the mission.

In the.l950's.and 1960's, numerous work
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tion "to ensure they are studying satis-
factorily" and, as far as students on
scholarships are concerned, "the right of
the Scholarship Board to withdraw a stu-
dent from his studies 1f he has committed
a crime or moral offense, or taken part in
a political activity not approved by the
Government."16 The Education Minister said
that there "has been detectable political
indoctrination, and some {students] have
gone too far, particularly those studying
at Kuwait and Texas, and a few in Canada."
He-added: "The leftists are the worst,
followed by the religious extremists."!7

Bahrain 15 a prime example of an aythor-
itarian, foreign-dominated regime which
can hold on to power only through severe
repression. In turn, the repression can
only be carried out with foreign assis-
tance.

The rulers of Bahrain have managed to
pacify a certain part of the population by
letting them "share" the wealth from Bah-
rain's oil and banking enterprises, but
the regime -~ with all its foreign advi-

velvet glove for the family's iron grip on
Bahrain." At -the same tim:, the memo con-
tinued, "The Amir faces a significant
amount of political dissidence and diffi-
cult economic and social problems."

So far, Sheik Sulman has been able to
suppress "political dissidence", thanks to
his British advisors. Indeed, a number of
British citizens have been hired by the
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.ors who run the country -- is on.shaky
ground. Inevitably, the Sheiks will be
forced to realize that their autocratic
rule is doomed; the British will learn
that they cannot have colonies forever
even if they give them "independence"; and
the U.S. gevernment and corporations will
be given another lesson in revolution.

A CIA officer staticned in the U.S. Ewm-
bassy in Manama, Bchrain is John F.

urinton. He was bom on June 23, 1938,
and has served in New Delhi, Indza, ana
in Karachi, Pakistan. I'm Manama,
Purinton uses the cover of a "Second
Secretary for Economic/Comnercial Af-
Fairs". de was assigned tc Manama om
ﬂovenwcr 9, 1979.

FOOTNOTES

1) U.S. News and World Report, 6/6/77, .43,

2) Richard F. Nyrop, et. al., Area Handbook for the Per-
sian Culf Scates, firsc editxou, G.P.0., 0., uashxngtun.
D.C., 1977, p.232.

]) ‘h‘d ‘

4) The Nacfon, 2/23/80, p.211

$) DS Market lncelligence Reporc, Foreign Hilitan
Sa dus, 1979.

) Anunual Repurt, as reqguired by Section 657, Foreign
Assistance Act, Filscal Yeuar 1979, Office of Munitions
Coatrol, D2partment of State, Part 1, p.79.

7) Aanual Report, as reauired by Section 657, Foreign
AssisCance Act, Fiscal Ycar 1978 Office of Munitions
Contral, Bepartnent of -State, part ), p.67.

8) ibtd., part 2, p.29,
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9) Newswrct, HLLEI?, .33

16) Jahn . Antnony. Arab Ltares of tne Lower Gulf:
Peopie. Folitics, Petcoleun,
Wasatageam, D.C., 1975, p.ai).
1) ef supra, 41, p.4d4,

12) .G, News and World Repare, 11/5/719, p.30.

13) cf supra, 49,

14) of supra, 5, p.5.

15) cf supra, #4, p.2ll. .

16) Culf NMirror, narthem edicion, 7/5-11/80, p.1.
17) tbig., .2,
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