PAGE  
370


Michalowski and Kramer - Chapter 14


Chapter Fourteen

War Profiteering and the Pernicious Beltway Bandits: Iraq and Halliburton

Dawn Rothe

The intersection of state and corporate interests during times of war is a fundamental part of the war-making process. Every capitalist country must rely on private-sector production to produce the weapons of war. In the United States, for example, major auto manufacturers such as Chrysler, Ford, and Chevrolet retooled to produce tanks, guns, and missiles instead of cars during World War II, while many other companies refocused some or all of their production to serve the war effort.  With the introduction of a permanent wartime economy after the end of World War II, amid concerns that the United States was coming to be dominated by a military-industrial complex (Melman 1974), major providers of weapons and logistical support such as General Electric, Boeing, Bechtel Group, and Lockheed Martin became regular recipients of government contracts. They were also repeatedly at the center of controversies concerning cost overruns and questionable charges (Grieder 1998; Chalmers 2004). 

The close alignment of corporate and government interests in the production and procurement of the weapons of war is a vivid example of the “revolving door” effect as described by C. Wright Mills (1954) in the Power Elite.  As executives from major military contractors fill elected or appointed government positions, the interests of the state become increasingly entangled with prior corporate loyalties. 

In recent years the integration of state interests with those of the private corporation has intensified. This integration began with efforts to adapt to a downsized military through increased reliance on “just on time” privatized logistic contracts (Rumsfeld 2002). The move to an active war footing following the attacks of 9/11, including the wars in Afghanistan and Iraq and the permanent “war on terror,” further cemented the private-public strategy for war-making in the United States. 

The controversy surrounding links between Vice-President Dick Cheney and Halliburton, the company he formerly headed, provides a demonstration of the potential for state-corporate crime embedded in this new policy of war by subcontract. There have been claims that the association between Cheney and Halliburton resulted in no-bid, cost-plus contractual work without competitive pricing or oversight. According to some, the affiliation between Cheney and Halliburton has established war profiteering as an acceptable and systematic practice within the Bush Administration by rewarding “corporations for who they know rather than what they know, and a system in which cronyism is more important than competence” (Hartung 2003: 26).  

This chapter examines the relationship between Halliburton, the current Bush Administration, the “war on terrorism,” and war profiteering
. In doing so, I incorporate themes from previous state-corporate crime literature, particularly the concepts of state-facilitated and state-initiated forms of state-corporate crime in delineating the relationships between Halliburton and the US government. I suggest that war profiteering in the form of overcharges is state-facilitated crime insofar as the government was aggressive in it refusal to take appropriate and available regulatory action. On the other hand, the Bush Administration’s repeal of the Clinton Administration ruling regulating state contracts can be analyzed as state-initiated crime insofar as these repeals allowed Halliburton to attain state contracts for which it would have not qualified previously.  

I begin by providing a brief history of Halliburton, followed by a discussion of changes that took place within the organization while Dick Cheney was CEO, followed by a description of Cheney’s four years as Vice President of the United States after leaving Halliburton. This section examines: 1) the ongoing relationship between Cheney (stocks, options, and deferments) and Halliburton’s lobbying efforts; 2) contracts awarded to Halliburton and; 3) Halliburton’s overcharges, kickbacks, and overruns. Moreover, I suggest that the relationship between Cheney and Halliburton has resulted in specific acts of both, state-facilitated and state/initiated crime.  In conclusion I offer a criminological analysis of the relationship between Cheney and Halliburton and the subsequent acts of war profiteering. In doing so I utilize Kauzlarich and Kramer’s (1998) integrated model of state-corporate crime to explore the etiological elements of these crimes on the macro (historical-structural), meso (organizational) and micro (individual-interactional) level.  This model provides a useful framework for discussing how motivation, opportunity and control work within these dimensions.  In conclusion, I offer a brief summary followed by several policy suggestions. 

Brief History of Halliburton



Halliburton was first established in 1919. Since that time the company has purchased several subsidiaries that include Brown and Root (including the consortium of Devonport Management LTD), Dresser Industries (known as KBR after the purchase of M.W. Kellogg by Dresser), Landmark Graphics Corporation, Wellstream, Well Dynamics, Eventure, and Subsea 7 (Halliburton 2004). The success of the Halliburton Corporation is the consequence of a range of strategic practices. However, since the mid1990’s, many of Halliburton’s corporate actions have come under the scrutiny of several U.S. governmental oversight organizations (such as the Security Exchange Commission, U.S. General Accounting Office (GAO), and Congressional Leaders), criminologists and international critics. More specifically, the GAO charged Halliburton with improper billing for questionable expenses associated with its logistical work in the Balkans and the Defense Department charged fraudulent claims were submitted for work at Fort Ord California. Among these corporate actions are a series of Halliburton’s practices that can be classified as corporate crime. Halliburton’s actions of systematically overcharging the United States Government for contracted work, utilizing bribes to attain foreign contracts, and using subsidiaries and foreign joint ventures to bypass U.S. law restricting trade embargos have a long history.

  

Foreign Trade Barred Under International Sanctions



Halliburton has a history of overcharging, bribing, and utilizing ‘loopholes’ in general to bypass US trade law or international sanctions.  Its participation in these practices cannot be traced solely to the 2003 invasion and subsequent occupation of Iraq. Moreover, the company’s business practices of corruption and corporate crime continued during the 1990’s when Dick Cheney was CEO. For example, in 2001 the Treasury Department opened an inquiry into whether Halliburton had used transnational trade loopholes that allowed the company to circumvent sanctions on Iran by doing business with that country through foreign subsidiaries.

In another instance, Halliburton’s subsidiary, Dresser Inc., did substantial business with Iraq from 1997 through the summer of 2000, closing seventy-three million dollars worth of deals with Saddam Hussein at a time when such dealings were prohibited by international trade sanctions (United Nations 2001). Many of these contracts occurred under the United Nation’s oil for food program through joint ventures with the Ingersoll-Rand Company via subsidiaries known as the Dresser-Rand and Ingersoll Dresser Pump Companies. Although Cheney claimed that Halliburton divested itself of the subsidiaries in 1998, as soon as the company learned of the trading in violation of U.S. legislation prohibiting business ventures while Iraq was under sanctions by the US and the UN (Kristof 2001), the firms continued trading with Baghdad for over a year past the time of Cheney’s initial “awareness.” Cheney signed nearly 30 million dollars in contracts before he sold Halliburton’s 49% stake in Ingersoll Dresser Pump Co. in December 1999 and the 51% stake in Dresser Rand in February 2000 (United Nations 2001)

International Bribery Charges



In 2004 Halliburton came under investigation by the French government, the United States Department of Justice and the Securities and Exchange Commission for international bribery. The U.S. Department of Justice conducted a criminal investigation into an alleged $180 million bribe paid by Halliburton and three other companies to the government of Nigeria. The alleged bribe was paid in exchange for awarding a contract to the companies to build a $4 billion natural gas plant in Nigeria's southern delta region. France is also investigating a former Halliburton executive for his role in the scheme. Investigators said $5 million of the bribes intended for Nigeria were deposited into the Swiss bank account of former KBR chairman, Jack Stanley, who retired from the company on December 31, 2003. In 2002, the U.S. Securities and Exchange Commission investigated a second bribery case involving Nigeria. Halliburton admitted that its employees paid a $2.4 million bribe to a government official of Nigeria for the purpose of receiving favorable tax treatment in violation of the U.S. Foreign Corrupt Practices Act and the convention adopted by the Organization for Economic Cooperation and Development prohibiting bribe-giving in the course of commercial transactions. At the time of this chapter the cases remain ongoing. 

History of Fraud and Overcharges



In 1997 the United States General Accounting Office (GAO) charged Halliburton with billing the U.S. Army for questionable expenses associated with its logistical work in the Balkans. These charges included billing $85.98 per sheet of plywood that cost Halliburton $14.06 and ‘cleaning’ offices up to four times a day. A 2000 follow-up report by the GAO regarding Halliburton’s contract in the Balkans found continuous systematic overcharges via inflated costs submitted in its billing to the U.S. Army.  Halliburton paid $2 million dollars in fines to resolve the fraudulent overcharges.


 In a separate inquiry, The Defense Department Inspector General and a federal grand jury had investigated allegations that a subsidiary of Halliburton, KBR, defrauded the government of millions of dollars through inflated prices for repairs and maintenance for work at Fort Ord California. In February 2002, Halliburton paid an additional $2 million in fines to resolve the fraud claims. 



As these examples show, Halliburton has a history of corporate criminality and questionable organizational practices. However, it is the recent intermingling of Halliburton and Vice President Cheney that makes its corporate practices a case of state initiated and/or state facilitated corporate crime.

Halliburton/Cheney Connections



The connections between Halliburton and Cheney date back to the early 1990s (when Cheney was Secretary of Defense). Dick Cheney, as Ronald Reagan's Secretary of Defense, assigned Halliburton subsidiary Brown & Root the task of conducting a classified survey detailing how private corporations such as itself could provide logistics for U.S. military forces scattered around the world. At that time Halliburton prepared a report to implement the privatization of everyday military activities and logistical planning, for which it earned 3.9 million dollars. During the latter part of 1992, Halliburton received an additional 5 million dollars for a follow up study to outline how private firms could supply logistics for several contingency plans at the same time. This led to “a five-year contract to be the U.S. Army’s on-call private logistics arm,” what was know as Logistics Civil Augmentation Program (LOGCAP) (Singer 2003:142-143). Halliburton held this contract until 1997 when Dyncorp (another private firm specializing in providing military logistical support) beat Halliburton’s competitive bid.  


When Cheney’s position as Secretary of Defense ended in 1993, he and his Deputy Secretary of Defense, David Gribbin, were hired by Halliburton: Cheney as acting CEO and Gribbin as the official go-between to obtain contracts from the U.S. government. 
Cheney gave Halliburton “a level of access that no one else in the oil sector could duplicate” (Dean 2004: 43). Between 1995 and 2000, intense lobbying efforts paid off with a doubling of the value of Halliburton’s government contracts (Institute for Southern Studies 2004). During 1999 and 2000, Halliburton reported spending 1.2 million dollars on lobbying efforts while obtaining approximately 1 billion dollars in defense contracts (Boston Globe 2003). The pattern of paying lobbyists to represent and to obtain future contracts quickly diminished once Cheney took office as Vice President.  As will be seen, the ratio of money spent on lobbying declined significantly while the value of contracts awarded to Halliburton increased notably. 


The Cheney/Halliburton marriage, as with all marriages, incorporated distant family members that include some members of the Bush family tree. William H. Bush (Bucky), the uncle of George W., is a trustee on the board of Lord Abbott, one of Halliburton’s top shareholders. Indeed, this relationship may have played a role in prime contracts recently awarded to Lord Abbott in Iraq.
 The purchase of Dresser Inc. (1998) by Halliburton further enhanced the family tree of the Halliburton/Cheney marriage. Prescott Bush, father of George H.W. Bush, was the bank representative who financed Dresser and a member of the Company’s board for several years. The former President of Dresser Industries, Neil Mallon, was a close family friend and mentor to George H.W. Bush, and it was Mallon who was responsible for getting Bush into the oil industry. 


Republican Party presidential nominee George W. Bush hired Cheney to oversee the selection process for a vice-presidential candidate.  Just as Cheney was finding the right vice presidential candidate (May-June 2000) to run on Bush’s ticket, he sold 100,000 shares of Halliburton stock for 50.97 dollars a share for an approximate value of 5.1 million dollars (Dean 2004). The first week of July 2000 the news was official: it would be a Bush/Cheney ticket. Cheney resigned from Halliburton in August 2000 with a retirement package on a futures contract worth 45 to 62.2 million dollars, which included stocks, options, and deferred income payments.  Shortly after his role of CEO of Halliburton ended and his announcement of running for Vice President, Cheney sold another 660,000 shares of stock (worth approximately 36 million dollars). However, he continued to hold 433,00 stock options. Moreover, in September 2003, Senator Frank R. Lautenberg released a Congressional Report stating that receiving a deferred salary and holding stock options in a corporation while serving as Vice President constitutes a "financial interest" under Federal ethics standards. Another issue explained in the Congressional Research Service (CRS) Report is that the President and Vice President are both exempt from the enforcement of the ethics laws because forcing the President or Vice President to disqualify themselves from certain duties or recusing themselves from certain issues could interfere with their Constitutionally required duties. Normally, politicians put their stock assets into a "blind trust" after being elected to high office. This means someone else would manage the stock portfolio. However, Cheney continued to have 140,000 shares of unvested stock that is worth $7.6 million at current stock prices. This stock cannot be managed or sold by anyone until 2002 as it is unvested, thus, cannot be put into a ‘blind trust’. Therefore, Cheney had a direct financial interest in the value of Halliburton's stock and the financial profitability of Halliburton the first two years of his Vice Presidency. Cheney also owns great amounts of Halliburton stock that will be safely tucked away in a "blind trust" for post-Vice President personal use. As of 2004, four years into his vice-presidency, Cheney still holds 433,000 Halliburton stock options although their exercise price is above the company's current stock market price. Cheney signed an agreement to donate any profits from these stock options to charity, and pledged not to take any tax deduction for the donations. However, should Halliburton's stock price increase over the next few years, Cheney could exercise his stock options for a substantial profit, benefiting not only his designated charities, but also providing Halliburton with a substantial tax deduction (Chatterjee 2004; Senator Frank R. Lautenberg 2003) 

The Cheney-Halliburton relationship had indeed proved to be mutually beneficial while Cheney acted as CEO. Halliburton’s revenue from state defense contracts such as LOGCAP nearly doubled (from 1.1 to 2.3 billion dollars) under Cheney’s five-year command as CEO compared to the five prior years (Center for Public Integrity 2000). For example, in 1995, Halliburton jumped from seventy-third to eighteenth on the Pentagon's list of top contractors, benefiting from at least $3.8 billion in federal contracts and taxpayer-insured loans, according to the Center for Public Integrity. 

The wealth Cheney attained as CEO of Halliburton did not go unnoticed during the Vice Presidential debates. At one point his opponent Joe Lieberman observed “I am pleased to see, Dick, from the newspapers that you’re better off than you were eight years ago too” (CNN 10/6/2000).  Yet, the relationship and benefits for both did not end with the Cheney’s retirement from Halliburton. It continued as Cheney took his corporate family with him to the “Vice” Presidency.

Halliburton and Cheney - Post “Retirement”

While it may appear to many that the Cheney/Halliburton marriage ended with the selling of stocks and options, the relationship continued. During his tenure as Vice President, Cheney drew income from both U.S. taxpayers and from Halliburton. As Bivens (2004:1) stated,  “Billions are slyly, secretively and controversially showered on the entity [Halliburton] that paid Dick Cheney 178,437 dollars this year, by the entity [State] that paid him 198,600 dollars.”  For the previous year, 2002, Cheney received 162,392 dollars from Halliburton and 190,134 dollars as Vice Presidential pay (White House 2004). 

A Halliburton financial statement, Jan 2, 2001, showed that $147,579 was paid that day as payout of salary from the company's Elective Deferral Plan. That was a part of the salary Cheney earned in 1999 but had chosen to receive in five installments spread over five years. Another financial statement, Jan. 18, 2001, showed an additional  $1,451,398 was paid under the company's "Incentive Plan C" for senior executives. That was Cheney's incentive compensation (yearly bonus based on the company's performance in 2000). Cheney's personal financial disclosure forms show that Cheney received $398,548 in deferred salary from Halliburton as Vice President. Moreover, Cheney received another payment in 2004, and a final payment is to be made in 2005. As previously mentioned, Halliburton drastically reduced its lobbying for governmental contracts once Cheney took office. In the two years prior to Cheney’s election as vice-President, Halliburton spent 1.2 million dollars lobbying and attained contracts worth approximately 900 million dollars a year (U.S. Senate Lobbying Disclosure Statements 2004).  During 2001-2002, Halliburton spent 600,000 dollars lobbying for contracts. In 2003, Halliburton lobbyist, Charles Dominy (a retired General with the Army Corps of Engineers which oversee contracts awarded in Iraq) spent only 300,000 dollars lobbying Congress on behalf of Halliburton (U.S. Senate Lobbying Disclosure Statements 2004). Overall, from 2001 through 2003 Halliburton and its subsidiaries earned 6 billion dollars in U.S. government contracts while spending only 900,000 dollars lobbying, less than they would have spent in one year before their former CEO became Vice-President. As Thurber (2004:1) observed, “They are already in; they don’t need to lobby any more.” 

Although the relationship between Cheney and Halliburton appeared to be a major factor in awarding contracts to Halliburton (Chatterjee 2004), Cheney denied any involvement in the contracts contracting process. On Meet the Press he said: “As Vice President, I have absolutely no influence of, involvement of, knowledge of in any way, shape or form of contracts led by the Army Corps of Engineers or anybody else in the Federal Government” (NBC Meet the Press with Russert 2003). Private memos, however, proved otherwise.  An internal Pentagon e-mail (March 5th 2003) sent by an Army Corps of Engineer official claimed that Douglas Feith, Defense Department's undersecretary for policy, approved arrangements for a multi-billion dollar contract for Halliburton “contingent on informing the WH tomorrow. We anticipate no issues since action has been coordinated w VP office” (Times 5/30/2004:1). Within three days Halliburton received one of the first State Department contracts for Iraq worth as much as $7 billion, according to information on the Army Corps of Engineers Web site (Gongloff 2003; Army Corps of Engineers 2003).  Thus, state-initiated actions put Halliburton in a favorable position to attain future multi-billion dollar contracts. 

Halliburton Contracts

Immediately after September 11, 2001, the Neo-cons
 and many corporations seized the moment for personal, political, and economic gain. The ‘war on terrorism” was announced, the long-sought plans to attack Iraq were jumpstarted, and Halliburton was ready to cash in on its relationship with its past CEO. In November 2001, Halliburton subsidiary Brown and Root received a contract worth two million dollars to reinforce the U.S. embassy in Tashkent, Uzbekistan. By December 2001, Halliburton had won back the cost-plus LOGCAP contract to provide facilities, logistic support, and provisions for U.S. troops in places such as Afghanistan, Qatar, Kuwait, Georgia, Jordan, Djibouti, and Uzbekistan. The contract was originally won back through a competitive bid. However, additional no-bid contracts were awarded as holder of the quick-response LOGCAP contract, was already providing logistical help for the U.S. military so were ready at hand. “Halliburton was the obvious choice,” said Army Corps of Engineers Commander Lt. Gen. Robert Flowers. "To invite other contractors to compete to perform a highly classified requirement that KBR (Halliburton) was already under a competitively awarded contract to perform would have been a wasteful duplication of effort" (Flowers 2003). Unlike the previous LOGCAP contract, the new contract extended over ten-year period with an estimated value of 830 million to over one billion dollars (Aljazeera 2003). Halliburton (KBR) also received contracts worth 110 million dollars to build prison cells and other facilities at Guantanamo Bay. With the recent addition of Camp 5, (a permanent addition also built by KBR) the prison capacity grew to 1,100 detainees (Higham et al. 2004). 

In June 2002, Halliburton (KBR) was awarded a 22 million dollar contract to run support services at Camp Stronghold and the Khanabad Air Base in Uzbekistan, the main U.S. base for the “war on terrorism in Afghanistan. This contract included serving the CIA paramilitary units, maintaining combat equipment, targeting aircraft, and providing logistical support. For example, Halliburton (KBR) employees operated the US Air Force Global Hawks (unmanned surveillance planes) (Singer 2003; Little 2002). 

During September 2002, 1,800 Halliburton employees were present in Kuwait and Turkey (under a contract for nearly one billion dollars) to provide temporary housing (tents) and logistical support for the invasion into Iraq (Chatterjee 2003). Under the competitively bid contract, KBR provides for the support of the Reception, Staging, Onward Movement, and Integration (RSOI) process of U.S. Forces as they enter or depart their theater of operation by sea, air or rail. The post for the Halliburton employees, Camp Arifjan, includes a gymnasium and fast food outlets, including Burger King, Baskin-Robbins, and Subway: all paid for by U.S. taxpayers. While Halliburton employees are eating fast food, U.S. troops are served mess hall food and live in tents. Excessive U.S. taxpayer money is spent on cost-plus contracts allowing posh conditions for private contractors such as the one in Camp Arifjan while troops are left without the necessary equipment such as bullet proof vests and armored vehicles.  Moreover, Camp Arifjan is the same base in which a Saudi subcontractor hired by KBR billed for 42,042 meals a day on average but served only 14,053 meals a day. (Wall Street Journal 2/2/04; Reuters 2/3/04; Associated Press 3/17/04). 

In the fall of 2002, Halliburton attained an additional no-bid contract to extinguish oil fires in Iraq because “the company was the only one in a position to implement the plan on time because it designed it” (Beelman 2004: 2). However, several other corporations were contracted to do similar work in Kuwait after the Persian Gulf War. For example, Cudd Pressure Control and Boots & Coots were two of three U.S. companies that extinguished hundreds of oil fires in Kuwait and were in touch with the Pentagon about similar service shortly before the war on Iraq began. However, Halliburton was favored. As previously stated by Army Corps of Engineers Commander Lt. Gen. Robert Flowers (2003) opening the bid to a competitive bidding process would have been a wasteful duplication. By November 2002, Halliburton (KBR) received an additional contract valued at approximately 42.5 million dollars to service troops in Bagram and Khandahar (Chatterjee 2003). Once the invasion of Iraq occurred, Halliburton was a front-runner for even more contracts. This included a no-bid contract awarded by the Army Corps of Engineers worth up to 15.6 billion dollars for putting out oil fires and infrastructure repairs in Iraq (it was Halliburton who had constructed the contingency plans for what would be needed under these circumstances) (Bannerjee 2003). Awarded contracts also ranged from cooking meals, delivering mail, building bases, and delivering supplies (Chatterjee 2004). As of the end of 2003 the U.S had spent more than $8 billion dollars in payments for these contracts (Chatterjee 2004).

Not only has Halliburton received billions of dollars from the State through competitive and non-competitive contracts, most of these were cost-plus contracts. Cost plus contracts are essentially blank checks that ensure whatever Halliburton bills for services is reimbursed for those costs as well as an additional percentage (between 2 percent and 7 percent) for the company’s profits (fees). These types of open-ended contracts are incentives to maximize expenditures to attain increase the total value of the contract and profits. Moreover, the larger the contract, the more valuable becomes Halliburton’s stock. For example, October 2002, Halliburton’s stock was $12.62 a share however, when the KBR Iraq restructure contract was awarded Halliburton’s stock rose to $23.90 a share (see Haliburton stock portfolios 2001-2004). According to Henry Bunting’s testimony to the Democratic Policy Committee; the Halliburton motto in Iraq is “don’t worry about it, it’s cost plus” (Bunting 2004). 
 In essence, no one questioned pricing. “The comment by both Halliburton buyers and management was ‘its cost plus, don’t waste time finding another supplier” (Chatterjee 2004:32).

To date, Halliburton has over 24,000 workers in Iraq and Kuwait alone, 11,000 more than the number of British soldiers deployed there (Mother Jones 2004; Chatterjee 2004). By 2005 KBR had earned contracts worth over 2.2 billion dollars from work in Iraq (of this, 42 percent was spent on combating oil fires and restoring pipelines and 48 percent for housing and transportation for troops) (Southern Studies Institute 2004). Overall, it has been estimated that Halliburton has received more than $8 billion dollars in contracts since Cheney became V.P

Under the Bush/Cheney Administration, the profit from the war on terror would benefit those corporations that were part of the “family.”
 Few other United States, foreign, and most significantly, Iraqi contractors benefited from U.S. government contracts resulting from the Iraq war. In May 2004, a Pentagon program management office in Baghdad reported that only 24,179 Iraqis were employed in the post-war rebuilding efforts (less than one percent of Iraq’s total work force of 7 million) (Chatterjee 2004:12). Meanwhile, just 25 percent of Halliburton’s employees in Iraq - 6,000 out of 24,000 total - were Iraqis. 
The close relationship between the administration and Halliburton constitutes a form of state-initiated war profiteering While Halliburton may be guilty of inflating total contract values through overcharges and/or charges for services not provided, the opportunities for profiteering were the products of the cozy relationship between the company and a sitting administration whose vice-president was Halliburton’s former CEO.
Halliburton Overcharges, Kickbacks, and Cost Overruns


Halliburton and its subsidiaries engaged in systematic and significant overcharging for services for contracts awarded in Iraq. This was not new behavior for the company.  Thus, it should come as no surprise that Halliburton would utilize “war on terrorism” cost plus contracts for overcharging.  Previously, systemic overcharging by corporations potentially could have resulted in periods of ineligibility for new state contracts. Specifically, some of the added language included requiring a satisfactory record of integrity and business ethics, included satisfactory compliance with the law including tax, labor and employment, environmental, antitrust, and consumer protection laws (FAR 9.104-1(d)). The burden of enforcement was on the contracting officers to consider all relevant credible information with the greatest weight given to offenses adjudicated within the past three years. Thus, it relied on compliance of contracting officers for enforcement (FAR Part 9, #65 FR 80255). 

During the Clinton Administration, requirements for contractors bidding on state contracts were strengthened.  New "blacklisting" regulations would have barred contractors from future contracts if they had past labor, environmental, or violations of federal trade laws lodged against them.  On April 1, 2001, however, the Bush Administration revoked this regulation (# 65 FR 80255) with # 66 FR 17754, which put into effect a revocation of  #65 FR 80255. Thus, undoing the tightening of regulations put forth by the Clinton Administration. This change made it possible for Halliburton and other corporate criminals to attain obtain contracts regardless of previous or current allegations of illegal practices (White House Documents 2004; Federal Register 2001). Moreover, although payments to corporations under investigation by a state agency are supposed to be deferred, Halliburton continued to receive its pay as investigations were being carried out, facilitating Halliburton’s alleged illegal activities. For example, Halliburton was under investigation by the SEC for accounting fraud that was alleged to have occurred from 1999-2001 and the Justice Department was conducting an investigation on charges of bribery connected with the Nigerian official to attain an oil contract in Nigeria. After contracts were awarded to Halliburton in Iraq, the company continued to come under investigations by the Congressional Oversight Committee and the Department of Defense for overcharges (this will be discussed further in the following sections). 

In 2003, a Pentagon audit found that Halliburton (KBR) had overcharged the U.S. government for approximately fifty-seven million gallons of gasoline delivered to Iraqi citizens under a no-bid contract. These over-charges totaled nearly sixty-one million dollars from May through September 2003. KBR was charging from 2.27 to 3.09 dollars a gallon to import gasoline from Kuwait while a different contractor delivered gas from Turkey to Iraq for 1.18 dollars a gallon (Kelley 2003). Iraq’s state oil company (SOMA) was charging 96 cents a gallon for gasoline delivered to the same depots in Iraq utilizing the same military escorts (Southern Studies Report Winter Report 2003/2004). 

Further exacerbating the problem, part of the money for the KBR gas service contract came from the United Nation’s oil for food program (now the Iraq Development Fund). Under the terms of the UN Security Resolution 1483, an independent board called the International Advisory and Monitoring Board was to be created to ensure the UN oil for food funds were spent for the benefit of Iraqi citizens. The purpose of this agency was to be “the primary vehicle for guaranteeing the transparency of the DFI and for ensuring the DFI funds are used properly” (House of Representative memo to Lt. General Robert Flowers 10/23/2003:6). As of the end of 2003, this body had not been created (House of Representatives memo to Lt. General Robert B. Flowers 10/21/2003:5). Thus, the use of these funds to pay inflated prices to Halliburton (600 million out of 1 billion dollars was transferred to Halliburton) by the US Coalition Provisional Authority went uncontested. In this case the government’s failure to provide necessary oversight agency constitutes a case of state/facilitated wrongdoing. 

After it won a 10-year contract worth 3.8 billion dollars to provide food, wash clothes, deliver mail, and other basic services, Halliburton continued to systematically overcharge the state for services rendered (and un-rendered). In one case Halliburton charged the government 67 million dollars more for military dining services than the corporation had paid to the actual subcontractors who provided the service (Ivanovich 2004). For example, during July 2003 at Camp Arijf   Halliburton billed for “42,042 meals a day but only served 14,053 daily meals” (Chatterjee 2004:23). The Wall Street Journal reported that Pentagon auditors believed the corporation overcharged 16 million dollars for meals served at Camp Arifjan (subcontracted to Tamimi Global Company). Moreover, the military was already paying Halliburton $28 a day per soldier.  December 2003, Halliburton had estimated it served twenty-one million meals to 110,000 soldiers at forty-five sites in Iraq. Early 2004, military auditors suspected the corporation was cooking the numbers and overcharging the state millions of dollars (Chatterjee 2004). The fact that these overcharges occurred in at least five of Halliburton’s facilities suggests they were part of a systematic effort to increase profit margin.

Not only did Halliburton overcharge the State (nearly three times the number of meals than were actually provided to soldiers in Kuwait over a nine month period), it had been repeatedly warned and audited for its dining service conditions by the Coalition Provisional Authority’s General Bowen. The claims were that the food was dirty, blood was consistently found on the kitchen floors, the utensils were dirty, and meats were rotting in four of the military messes the company operates in Iraq (Washington Post 1/21/04; CBS 12/12/03; Boston Globe 1/23/04; Chatterjee 2004). Moreover, Halliburton’s promises of improvement in these messes were empty as they, “have not been followed through” (Pentagon report in NBC News 2003). Regardless of the Pentagon report warning of ‘serious repercussions,” no actions to date have been taken, thus, providing state facilitation of illegal and unethical profiteering by allowing charges for meals never provided and unsafe food handling and preparations (NBC News 2003). 

Halliburton was also charged with improprieties surrounding a joint venture with Morris Corporation, an Australian catering company to which it has awarded a 100 million dollar contract to supply meals to U.S. troops in Iraq. Halliburton cancelled the contract six weeks after it was signed. An insider involved in the deal stated that the contract was cancelled after a Halliburton employee sought kickbacks worth up to $3 million during the negotiations. A Pentagon report released in March 2004 stated that Halliburton failed to inform the military that the Morris contract to supply meals had been cancelled while Halliburton continued to use the contract to estimate costs of more than1 billion dollars for catering, including the site of Kuwait (Wilkinson 2004).

Halliburton initially agreed to credit the military 27.4 million dollars and suspend billing on the remaining 141 million dollars until the issue of overcharges had been satisfactorily addressed. In response to a criminal investigation by the Defense Criminal Investigation Service, March 2004, Halliburton (while agreeing to suspend future billings to the government while under investigation) froze payments to its subcontractors totaling nearly $500 million in outstanding invoices (Wall Street Journal 2004). However, the first week of May 2004, Halliburton proceeded with billing the U.S. for the remaining 141 million dollars. Pentagon experts reported this billing violated a standing rule whereas contractors bill no more that 85% of costs until the corporation and military reach a consensus on a fair price (Ivanovich 2004). By mid-May 2004, the Pentagon suspended an additional $159.5 million payment after finding the company submitted incomplete paperwork (Chatterjee 2004). 

Halliburton also acknowledged it accepted up to 6 million dollars in kickbacks taken by employees in return for granting a subcontract to a Kuwaiti firm pertaining to Iraq’s rebuilding. Halliburton said it would repay the government $6.2 million to cover the over-billing by an unidentified Kuwaiti firm it contracted to as well as the kickbacks given to “one or two” KBR employees (Ivanovich 2004). 

The Coalition Provisional Authority Inspector General Bowen (CPA) made allegations that Halliburton was claiming over-expenditures for the Hilton Kuwait Resort (where KBR houses employees while providing logistical support to U.S. military troops and while rebuilding Iraq’s oil infrastructure) (Ivanovich 2004). Along with these charges, in early 2004 the CPA conducting an audit into the “unnecessary” purchase of trucks and other costs associated with KBR’s services.

Beyond overcharging and purchasing unnecessary and/or excessive products, Halliburton systematically billed for labor never performed. For example, Representative Henry Waxman posted whistleblower testimony on his web site revealing systematic practices of overpaying employees for hours of labor never performed and billed to the U.S. government (Waxman 2003). One of the testimonials, from Mike West, stated he was hired as a labor foreman at a salary of $130,000. Moreover, he stated he was paid despite the fact that he had no work; “I only worked one day out of six in Kuwait” (West 2003:1). During his tenure at Al said he claimed to have worked one of every five days although he was told by his supervisor to bill for twelve hours of labor every day (Chatterjee 2004). The failure of the House of Representatives Government Reform Committee to hear whistleblower testimony suggests that Halliburton’s actions clearly fall in the category of state/facilitated corporate crime. 

Halliburton’s practice of billing for delivering supplies has amounted to systematic overcharges. The U.S. taxpayer has been billed nearly $327 million as of mid 2004 for these runs, and Halliburton was expecting to charge an additional $230 million more. Yet, many of these ‘runs’ have been are unnecessary because at least one in three trucks make the 300-mile trip empty while others may carry one pallet of supplies (Chatterjee 2004). Moreover, of the fleet of trucks (Mercedes and Volvos) dozens were never being used (Wilson 2004). Trailers are left along the roadside when the slightest mechanical problem or flat tire occurs, or when the convoy lacks necessary maintenance items. It was also reported that one Halliburton employee took a video in January 2004 of fifteen empty trailers on the road and stated, “This is just a sample of the empty trailers we’re handling called sustainers. And there’s more behind me…this is fraud and abuse” (Chatterjee 2004:37). 

As controversy continues to shroud the Cheney/Bush Administration, little to no public outcry has occurred over the blatant misuse of a political office. In part this is due to the ideology of unquestioning patriotism during times of war, and also due to the lack of attention by news media’s to these issues.  This has led to state/facilitated profiteering by Halliburton as an agent of the State. After all, Halliburton is the “biggest contractor to the U.S. government in Iraq earning three times as much as Bechtel, its nearest competitor…earning $3.9 billion dollars from the military in 2003, a dizzying 680% increase from 2002 when it earned $483 million” (Chatterjee 2004:39). 

The Bush/Cheney Administration has achieved a level of secrecy and symbolic power unlike any other time in history.  Criminologists and the public must delve into understanding just how and why the Cheney/Halliburton marriage has been able to remain and prosper in the White House. Not doing so increases the probability of future abuses of power, corrupt relationships, and war profiteering. By utilizing the criminological frame provided by Kauzlarich and Kramer (1998), the following section attempts to answer these questions by examining the catalysts of motivation, opportunity, and controls involved in the Halliburton war profiteering scheme. Moreover, the state’s facilitation and/or initiation of Halliburton’s illegal acts are incorporated within the theoretical analysis.

The Ali Baba and the “War on Terrorism”: Theoretical Interpretation

The overall pattern of transnational globalization and military privatization that emerged out of the early 1990’s reinforced the already symbiotic relationship between states and corporations. It has long been acknowledged by many scholars that the state plays a major role in protecting the capitalistic system, thus, corporate interests (Marx 1906; Chambliss and Zatz 1993; Mathews and Kauzlarich 2000; Mullins 2001; and Gold et al 1975). The growth of the privatization of military logistics, supports, services, or “Corporate Warriors”
, coupled with corporate goals of profit making may lead to crimogenic tendencies. After all, the business motivators, such as profit, growth, corporate sustainability, and shareholder value, drive corporations. 

War profiteering itself is not a new phenomenon (Clinard 1946). Yet, when the State and corporations become synonymous, the alliance of state actors and corporations is in and of itself a conflict of interest; perhaps even more so when this alliance co-produces military planning for an open ended “war on terrorism.” The opportunity and changes that this incestuous relationship portends is tectonic and has indeed led to a grand scale of war profiteering that is systematically State condoned by virtue of the dialectic interests of Halliburton and Cheney. 

Motivations


The Halliburton/Cheney relationship and subsequent motivations cannot be analyzed out of context of the geo-political environment prior to the war on Iraq
.  Prior to the Bush Administrations’ appointment to the White House, a clear Neo-con agenda had been formulating for years dating back to the pre- Reagan era (Michalowski and Kramer 2005). More recently, September 2000, documents such as the Rebuilding America’s Defenses: Strategy, Forces and Resources for a New Century put forth by the Project for a New American Century, a key neo-conservative think-tank, clearly stated the ideology that would come to guide Bush’s foreign policies and the war on Iraq. The report called for mass increases in the military budget and spending, the expansion of U.S. military bases, and the establishment of US client states supportive of United States’ economic and political interests. The imperial goals of the neocons were clear. Yet, “what they lacked was the opportunity to implement these goals.  Two unanticipated events gave them the opportunity to do so” (Kramer and Michalowski 2005:26).

The primary ‘happenstance’ was the appointment of the Bush/Cheney ticket to the White House. This put the neocons in political positions near the center of power. However, at this point, Bush’s political ideology “remained more persuaded by “pragmatic realists” in his administration such as Secretary of State Colin Powell, than by their aggressive foreign policy agenda” (Kramer and Michalowski 2005:26).  

The second ‘happenstance’ was September 11 2001. The atrocity acted as a catalyst that was predicted by the PNAC report, that “the process of transformation is likely to be a long one, absent some catastrophic or catalyzing event-like a new Pearl Harbor.” (Quoted in Kramer and Michalowski 2005:27). Thus, the conditions became favorable to swing Bush’s ‘realistic’ ideology to the far right. 

Campaign attempts to build public support for the invasion of Iraq skillfully exploited the political opportunities provided by the fear and anger over the 9-11 attacks (Michalowski and Kramer 2005; Rothe and Muzzatti 2004). By linking Saddam Hussein and Iraq to the wider war on terrorism, the Administration established the idea that US security required the ability to attack any nation believed to be supporting terror as a strategic unilateral defense mechanism. Yet this obscured the geopolitical and economic goals of creating a Pax Americana. As Falk (2004: 195) stated: “the Iraq debate was colored by the dogs that didn’t bark: oil, geopolitical goals in the region and beyond, and the security of Israel.” Moreover, the hidden agenda to change the political and economic culture in the Middle East was in fact to privatize whole economic structures favorable to capitalism and US corporate interests. This included Halliburton’s ability to attain profits enabling it to recover from the mass asbestos suits, to exceed its previous profit records, and to attain whole sectors of business previously disallowed. 

Moreover, for nearly two decades, the culture of international society
 has adhered to and utilized privatization of military activities (Singer 2003). International society openly promotes the global market and capitalism. The role transnational corporations play within the global economy is enormous; thus, the use and expansion of private U.S. corporations to supplement its military could be seen as a common trend.  

After September 11th 2001, the U.S. received unprecedented international support to root out the terrorists responsible for the atrocity. While the legalities of the war on terrorism remain dubious at best, it was largely supported as the U.S. went after Osama Bin Laden in Afghanistan. Thus, the utilization of Halliburton (and other private corporations) within this climate could be seen as a “natural” role. Even as the United States alienated many other nations taking illegal unilateral action in its attack on Iraq, the role of private corporations within a military setting remained commonplace in the context of a global market. It is not the use of private corporations for logistical services per se that is problematic, but rather the use of corporations heavily tied to the political apparatus. As stated by Dwight Eisenhower in his 1961 farewell Presidential speech, "This conjunction of an immense military establishment and a large arms industry is new in the American experience.... we must guard against the acquisition of unwarranted influence, whether sought or unsought, by the military-industrial complex. The potential for the disastrous rise of misplaced power exists and will persist. We must never let the weight of this combination endanger our liberties or democratic processes.” 

Moreover, the dangers of war profiteering increase significantly when the Vice President is connected to the largest LOGCAP contractor Halliburton, Secretary of the Army Thomas White is linked to Enron, and George HW Bush is tied to Carslyle Group. 


Neo-conservative state managers favor the utilization of private corporations for military purposes for several reasons. First, the neo-conservative model of global economics supports the privatization (i.e. outsourcing) of the provision of state services. Second, the ability to downsize the military force, that is use fewer uniform troops in a conflict or war helps minimize public opposition. The trend to privatize state responsibilities (as well as the Halliburton/Cheney relationship) dates back to the early 1990’s contracts that provided a schematic for the privatization of military logistic support. Yet, the scope of the global privatization of the State’s traditional duties greatly expanded once the Bush Administration took office. As the President's top economic adviser, Greg Mankiw, said outsourcing is "a plus for the economy.” 

Beyond the promotion of privatization in general, the Cheney/Bush Administration had further incentive to utilize private corporations for the war on terrorism. As has been noted most recently in the Iraq prisoner abuse scandals, private corporations are not held accountable under international criminal law, as U.S. soldiers would be. There is also the concept of transnational loopholes (Michalowski and Kramer 1987) that leaves these corporations unregulated (this will be discussed further in the following sections addressing opportunity and controls/constraints). The contracts awarded (and subsequent profits obtained) may also be classified for “security” reasons, thus further sheltering the Administration from public disclosures and further increasing the potential for war profiteering. 

An additional motivation for the Administration to utilize corporations was the claim that private corporations are more cost effective than the military, thus saving the public’s tax money. The funds to pay corporations for wartime efforts were also taken from funds that are unregulated by Congress. For example, contractors were originally to be paid with money approved by Congress, but the CPA decided to use Iraqi money through the DFI funds, which was subject to "fewer restrictions and less rigorous oversight" (Mother Jones 2004). Contracts that used Congressional funds would, by law, require rigorous oversight and an open bidding process. This gave the Administration more leeway to fund their agenda without requesting additional funds for these corporations, thus alleviating the need for making requests associated with “rebuilding” costs or military support funds public.  

Perhaps more significant, is the desire to keep down the numbers of troops actively engaged in warfare to appease the public while still having enough personnel to do the necessary ’job. This is, in a part, a reaction to the public’s abhorrence of the death and violence that war inevitably inflicts on U.S. soldiers. Since the end of the Vietnam War, presidents have worried that their military actions would lose support once the number of troop casualties climbed and news media began distributing pictures of the remains of U.S. soldiers on the battlefield or in draped coffins. Private contractor casualties, on the hand, are not reported or tallied by the Pentagon. When it comes to contractor casualties, the Pentagon leaves it up to the corporation to report or not. "They were afraid of turning this into another Vietnam," Larry Makinson, a senior fellow at the Center for Public Integrity said. "They know what it's like to see casualty figures day after day. The reliance on civilian contractors in Iraq is really a different variation on the same theme that led the Pentagon to ban taking photographs of flag-draped coffins." (Ivanovich 2004).

The use of Halliburton and subsidiaries was a convenience because they are directly connected to the White House through their relationship with Cheney. They also were the founders of privatizing logistic support and providing plans to diffuse oil fires. Thus, the use of Halliburton came easily, and no-bid contracts awarded can be justified due to their role in creating these “cost-efficient plans.” 

Halliburton’s motivation is clearly linked to its profit-making abilities. With the sharp decline in its stock (in the beginning of 2001), a result of the dozens of asbestos lawsuits filed against them (Dresser LTD), Halliburton’s need to regain losses coupled with their previous investment of Cheney (and his generous leave payment) further prompted their motivation to attain as many defense contracts as possible. 

Having said this, motivation in and of itself is not a sufficient catalyst. There must also be opportunity for the State to award contracts to Halliburton and its subsidiaries. The opportunity must also be in place for Halliburton to attain State defense contracts and for them to systematically overcharge, use over-run costs, and take kickbacks. 
Opportunity


The most palpable opportunity provided to Halliburton to attain vast state defense contracts was the direct connection to Cheney, yet, the relationship itself would not have been enough without several other contingencies that had come into play making the environment ripe for vast war profiteering. Specifically, opportunity began with the contested election of 2000 and Supreme Court decision that put Bush and Cheney into office. This also put Cheney at the core of political power. Thus, his alliance with Halliburton could not be a far greater benefit for the company than might have otherwise been the case.  However, the ability of Halliburton to be in a position to bid on or accept contracts is another matter.

Only three months into office, the Bush Administration took actions to ensure corporate contracts would be unhindered. On April 1, 2001, the Bush Administration revoked # 65 FR 80255. This was the final Clinton ruling attempting to regulate corporations holding or attaining state contracts (which would have blacklisted Halliburton and many of its subsidiaries from qualifying for contracts). More specifically, it required contracting officers to consider a prospective contractor's business record when awarding a contract and it required contractors to certify if they had been convicted of any felonies within the past three years, or had any felony charges currently pending against them, or had otherwise been found liable in a civil proceeding. Moreover, Part 9 stated that a satisfactory record of integrity and business ethics included satisfactory compliance with the laws including tax, labor, employment, environment, anti-trust, and consumer protection laws. Contracting officers were to consider all relevant information prior to granting a contract with putting the greatest weight on offenses adjucated with in the past three years. This included instances of fraud, defined as, acts of corruption or attempts to defraud the government or corrupt its agencies (31.205-47). 

As previously mentioned, on January 20 2001, the Bush administration temporarily suspended the Clinton ruling (#65 FR 80255) followed by a second suspension on January 3 12001, and then the permanent repeal with # 66 FR 17754 in April 2001 (Federal Register DOCID 2000; 2001). This was done in Item I, term of stay of final rule of Contractors Responsibilities published December 20, 2000 and Item II finalizing the April 2001 proposed rule, thus revoking the December 20, 2000 rule in its entirety. Insofar as the Administration facilitated Halliburton’s ability to obtain future contracts, we can say that to some degree Halliburton’s malfeasance was state-initiated. 

The door of opportunity was further widened for U.S. corporations (mainly Halliburton) when Cheney began pushing for reviews of U.S. policy towards Libya and Iran. Cheney strongly criticized sanctions against countries like Iran and Libya arguing that the sanctions did not work and punished U.S. companies. At an energy industry conference in 1996, Cheney said sanctions were the greatest threat to Halliburton and other American oil-related companies trying to expand overseas. The former defense secretary complained in a 1998 speech that U.S. companies were cut out of the action in Iran because of the sanctions (Kelly 2004). Moreover, in May 2001, the Administration began lobbying the U.N. Security Council to end an eleven-year embargo on sales of civilian goods, including oil related products; creating future business for Halliburton subsidiaries (Dresser LTD) (Lynch 2001). Again, this is a case of the state acting as state/initiator in setting the conditions for Halliburton.

The international arena had already been tested for expanded military privatization (see Singer 2003). Beyond this, the conditions that had been set within the international culture by the Cheney/Bush Administration’s unilateral approach to the “war on terrorism” with the invasion of Iraq provided further opportunities for Halliburton to obtain favorable contracts. After Russia, France, and Germany had denounced the U.S. plan to attack Iraq; the playing field for attaining contracts was limited to U.S. corporations. To ensure that the privatization of Iraq profited U.S. corporations, through the Coalition Provision Authority the Bush administration ruled that no Iraqi state-owned companies would be eligible to bid for reconstruction contracts. Regardless of the cost effectiveness of utilizing Iraqi companies or the negative consequences of not employing the Iraqi general population, the Administration continued to hand out cost-plus contracts to Halliburton (and several other White House connected corporations). For example, KBR was charging from $2.27 to $3.09 a gallon to import gasoline from Kuwait while the Iraqi state oil company (SOMA) had been making the same deliveries using the same military escorts for $.96 cents a gallon. According to the American Progress Report of 2004, “the U.S. bypassed General Co. for Water Projects, the formerly state-owned Iraqi company which knows the water system inside and out and which had already made preliminary progress on upgrading the decrepit water system. Instead, they gave a $16 million contract to Bechtel” (American Progress Report 2004:1).

The relationship between Halliburton and Cheney further paved the way for systematic acts of war profiteering because the relationship itself is legally dubious. It constitutes a conflict of interest that provided a level of access and opportunities for Halliburton enjoyed by no other company (Dean 2004).  Beyond these opportunities, there were few controls or constraints acting against the Administration or their corporate affiliates.
Controls and Constraints


At the international level, controls regulating transnational corporations are fewer and weaker than those in their home nations (Michalowski and Kramer 1987). Beyond traditional corporate activities, the privatization of the military force or support is “only subject to the laws of the market” (Singer 2003:220). Private military forces (PMF) and private logistical support teams amplify the concept of “loopholes” because they involve minimal oversight, no transparency, and no standing international criminal laws to regulate them. Without some form of control, they are relatively free to behave as they see fit in the environments within which they operate. Hence, PMFs operate without little or no controls to deter the development of deviant patterns of operation. Moreover, they are not subject to the Uniform Code of Military Justice, as soldiers are. In general they are subject to the laws of the nation-state they operate in. However, in Iraq, for example, the Coalition Provisional Authority (CPA) issued an order providing immunity from Iraqi law for actions by contractors or their employees in the course of their official activities
. The laws under which U.S. civilian contractors might be prosecuted for actions abroad are restrictive and have never been tested (Singer 2004).

Internal controls were further weakened with the general move to privatize State defense work during the 1990’s. For example, the personnel for the defense department’s accounting and budget fell from 17,504 to 6,432. At the same time the defense contract audit agency of the Pentagon fell from 7,030 to 3,958 (Financial Times 2002). Thus, most state contracts (especially due to the recent surge of contracts pertaining to the war on terrorism) do not receive proper auditing or oversight.

Once the “war on terrorism” began, several Congressional initiatives were taken to ensure State contracts were receiving some form of monitoring. They included an amendment to the Iraq Appropriations Bill that would have criminalized war profiteering and required ongoing audits for submitted bills by the General Accounting Office for contracts over 25 million dollars., These, however, were derailed by the Administration (and the House Republican Leader). As Former head of defense Energy Support Center stated, “The fact that those measures were defeated signaled, we don’t agree oversight is necessary” (Jones 2003). This further ensured an organizational culture of resistance and crimogenic tendencies by providing unlimited opportunities for corporations to partake in war profiteering. Moreover, it illustrates state/facilitated behavior.


When controls were in place (such as the Defense Contract Audit Agency DCAA), they were systematically ignored. On December 31, 2003, the audit of Halliburton by the DCAA was given to the Army Corps of Engineers and other DOD agencies which revealed systematic overcharges, discrepancies, and unjustified cost proposals (House of Representatives memo 3/10/2004). The DCAA recommended the army Corps “contact us to ascertain the status of (Halliburton’s) estimating system prior to entering into future negotiations” (House of Representatives memo 3/10/2004:4).  Three days later the Army Corps granted an additional 1.2 billion dollar contract to Halliburton for restoring the oil infrastructure in Southern Iraq without complying with the DCAA’s recommendation.


Although Iraq-war contracts in Kuwait were supposedly monitored, the teams responsible for this oversight were U.S. reservists who had received a two-week training course on contract management. Known as the Logistics Support Units, these oversight units were supposed to prepare independent cost estimates to be compared with Halliburton’s estimates. Yet, many “had never heard of LOGCAP” and “were being sent to the Middle East to provide contracting advice to commanders” (House of Representatives memo 3/10/2004:6). Therefore it should come as no surprise that when a contract worth 587 million dollars and only 6 pages long was submitted by Halliburton it was approved in less than ten minutes (Bivens 2004; Chatterjee 2004). The Cheney/Bush Administration has systematically ensured that oversight and regulations for State contracts were nullified or ignored; thus, neglecting its “duties” to protect the interests of U.S. taxpayers while facilitating Halliburton’s abusive open-ended contracts. 

The downsizing of oversight staff by the Pentagon further exacerbated the lack of internal controls. In September 2003, the Pentagon put forth a new strategy to bolster the weakened staff by outsourcing the oversight agency. The Pentagon awarded a 121 million dollar contract to a private contractor to oversee and regulate other private contractors. Some of these oversight agencies (Parsons Energy and the URS Group) also have Pentagon logistical support contracts (Shapiro 2004). As Congressman Waxman stated, “You could easily imagine one private contractor having other business dealings with the company over which they’re supposed to be conducting oversight” (Waxman 2004 in Shapiro’s Report 2004:2). 

Several studies have documented the failure of the media to provide the U.S. population with an accurate portrayal of the Bush/Cheney administration’s claims about Iraq, or provide the historical or political context within which the public could assess those claims (Alterman 2004; Massing 2004; Michalowski and Kramer 2005; Moeller 2004; Miller 2004; Solomon and Erlich 2003). Barak (1998) addressed the role of the media’s representations as being the most significant communication that the average person will come to know about the world outside his/her immediate experiences. Societal foci are commanded by media accounts of events and political dictates (Burns and Crawford 1999). The coverage of the events of September 11, 2001, the war on terrorism, and the war on Iraq promoted as sacrosanct doctrine the idea that the United States was facing additional and continuing imminent threats (Rothe and Muzzatti 2004). This continued, unquestioning reproduction of State messages by communications media reveals its structural role as an ideological State apparatus. 

Moreover, the U.S. media saturated the public with State-provided infobites surrounding the war while failing to pay close attention to growing war profiteering, particularly how it was facilitated by the relationship between Halliburton with Cheney. When dissent occurred or information was leaked it was often challenged by the Administration. For example, Cheney in response to allegations of his ties to Halliburton and subsequent corruption in a CNN report Cheney retorts with, “Allegations of corruption stem from “desperate” political opponents who can’t find any legitimate policy differences to debate” (CNN Website 1/22/2004). Moreover, the media in general failed to provide the US public with an accurate assessment of the Administration claims about Iraq or provide any political context within which the public could assess those claims (Kramer and Michalowski 2005). 

Another example of the general trend of Administration-slanted media coverage was the Congressional report released September 2003 that found Cheney still owned more than 433,000 shares of Halliburton stock options. Cheney refuted his ties to Halliburton saying, “And since I left Halliburton to become George Bush’s vice President, I’ve severed all my ties with the company, gotten rid of all my financial interests. I have no financial interest in Halliburton of any kind and haven’t had now for over three years” (Meet the Press 9/14/2003). However, the CRS report says that the deferred compensation that Cheney receives from Halliburton as well as the 433,000 stock options he possesses "is considered among the 'ties' retained in or 'linkages to former employers' that may 'represent a continuing financial interest' in those employers which makes them potential conflicts of interest." Senator Frank Lautenberg said, "The ethics standards for financial disclosure is clear. Vice President Cheney has a financial interest in Halliburton." 


From the onset, the Administration of George W. Bush acted to reverse any existing regulations or oversights. Halliburton was in an opportune position to “cash in” on its past with Cheney and attain enormous state contracts while exerting relatively little effort to obtain them. The level of secrecy and lack of transparency
 within the government has reached all-time high providing further vast opportunities for contracts to be awarded with little scrutiny. Indeed, the state facilitated and initiated Halliburton’s ability to illegally and unethically obtain contracts and earn profits.

Conclusion


The atrocity of September 11, 2001 clearly was a factor in enabling the Bush administration to gain public support for the war on Iraq. Moreover, the timing of the attacks coincided with ‘right’ Administration being placed into the White House. Halliburton was in perfectly positioned to seize moment to attain additional state contracts. Moreover, the direct connection to Cheney provided further opportunities for Halliburton that would not have been present without the aforementioned conditions.

While war profiteering by Halliburton has been characterized by defense officials as stupid mistakes that can be made right by nole contendre payments, the systematic practice of over-costs, overcharges, failure to provide services charged for, and kickback profits are more of a result of the incestuous relationship between Halliburton, Cheney, and Bush. Beyond their existing empowered roles within the State, their political agendas have paved the way for further privatizing areas of the world deemed a U.S. interest. More specifically, the Bush administration’s imperial agenda coupled with their private interests to foster economic expansion through privatization for their “family” companies has created an environment conducive to war profiteering. Thus, the motive for economic gain is both personal and political, serving both their individual financial situations and their neo-conservative political agenda. Moreover, Cheney’s ties with Halliburton “represent a continuing financial interest in those employers which makes them potential conflicts of interests” (Congressional Research Service quoted in Chatterjee 2004:44). Hence, the Supreme Court rulings appointing Bush/Cheney into the White House coupled with the September 11, 2001 attacks brought an explosion of opportunities for the Administration, Halliburton, and war profiteering. 


 As the theoretical model illuminates, efforts to control these forms of state-corporate crimes must address all levels of the model: actors, the organizational, the structural and economic culture of hyper-capitalism, and the international arena. Thus, as state and state-corporate crime literature suggests there must be internal and external controls. Until measures are taken to provide international regulations for transnational corporations and accountability measures for states utilizing privatization of defense work, no external controls will exist. As currently stands, there is little to no incentive or enforcement mechanisms for the State to adhere to any international laws, thus, an empowered universal criminal court that is empowered to address states and corporations must be allowed to exist within the international arena.

As long as the current Administrations use of secrecy and flagrant violations of checks and balances remains unchallenged by Congress, the public, and the press, little will be done to stop the practices of granting unregulated defense contracts.  Internal regulations must be established to separate state from corporate interests. These must include an end to the practice of lobbying and campaign contributions. The revolving door between public and private must be closed. Without these internal and external controls future war profiteering will continue.










Notes





� War profiteering can be classified as immoral or unethical, however, I use war profiteering as a concept that includes both unethical and illegal acts as they are often intermingled. 


� William H.T. Bush, or, as President George W. Bush calls him, Uncle Bucky  made  $450,000 in war profits from Iraq via the St. Louis-based defense contractor Engineered Support Systems Inc. Uncle Bucky, who sits on the company's board, cashed out a half-million of the company's stock options January 2005. ESSI's stock prices skyrocketed "to record heights" after the decision was declared by the Bush Administration to invade Iraq. ESSI raked in millions from contracts to refit military vehicles with extra armor, build $19 million worth of its protective shelters for chemical and biological weapons (despite the fact that no biological or chemical weapons have been found in Iraq), and provide communications support services to the Coalition Provisional Authority (American Progress Report 2/23/2005).


� For more details on neo-cons and their ideology see Gary Dorrian’s (2004), Imperial Designs: Neo-conservatism and the New Pax Americana. New York: Routledge.


� Bunting is one of six former employees that came forward publicly to testify and provide Congress with information about egregious overcharges by Halliburton (Representative Henry Waxman 2004).


� The Bush/Cheney family includes the Carlysle Group (where Bush I was a board member and holds significant stock shares); Lockhead Martin (Lynne Cheney was a board member from 1994 to January 2001as well as a director); Engineered Support Systems (William Bush is on the Board of directors); and Lord and Abbott (William Bush is acting Trustee). 


� For more information on this topic see Singer P.W. (2003). Corporate Warriors: The Rise of the Privatized Military Industry.  Cornell University Press. 


� For a detailed analysis of the underlying motivations to go to war on Iraq see Michalowski and Kramer 2005; Dorrien 2004).


� The term international community and society are indeed imagined, an ideology, to promote a unity at the international level and is often associated with international organizations representing civil actors as well as political institutions. I prefer to use the term international society as it seems to carry fewer connotations that there is a common set of values, goals, and interactions. Thus, international society represents a collection of state and civil actors, active in the international political arena and in positions of power to impose or create international institutions, international policies or international laws that affect the existing international political realm in its historical contexts.


� The Administrator of the CPA must give permission to prosecute contractors for acts performed outside of their official duties (Coalition Provisional Authority Order Number 17: Status of the Coalition, Foreign Liaison Missions, their Personnel and Contractors). 


� For more information on the secrecy and lack of transparency pursued by this administration see Neil (2004).
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