Oliver Miles:

I'm going to use the time available to talk about Libya. Libya is in the news, and although it is not in the top range as an oil and gas producer, it is a substantial player. Moreover the present developments are not important for Libya alone but, not for the first time, may turn out to be significant more widely as well. 

The announcement just before Christmas that Libya was giving up its weapons of mass destruction took everybody by surprise. I suspect that the actual timing of Qadhafi's announcement on the afternoon of 19 December took even the British and American governments by surprise. Certainly, Tony Blair's announcement shows signs of hasty drafting - for example, he forgot to mention biological weapons, although both Qadhafi and Bush make it clear that they are part of the deal. 

However, the surprise was in a sense only tactical, and the Libyan decision fits into a pattern of steps towards normalisation which began probably in the mid-nineties, so nearly ten years ago. I won't say much about Libyan weapons of mass destruction, because neither I nor I suspect anyone else except the UN, British and American inspectors who have visited Libyan sites during these last weeks and months knows much about them. I will merely comment that Qadhafi, Bush and Blair have a shared interest in representing this as a development of the first importance. It's not perhaps surprising that comments from Baradei have not suggested that the weapons programme was quite so substantial. Any way, it's good news. 

What is fascinating, and what the international media have largely missed, is the changes in Libya which preceded and accompanied it. 

The normalisation process first showed itself in Libya’s relations with the outside world, and the first step was in the mid-nineties, when Libya ceased to harbour or support extremist groups. Libya patched up its differences with Britain, in particular abandoning support for the IRA and coming to terms over the murder of Woman Police Constable Fletcher. The first steps towards a Lockerbie settlement led to the reopening of diplomatic relations with Britain. Interestingly, Qadhafi had tried for some years to convince the British and US governments that an acceptable compromise would be handing over the Lockerbie suspects to be tried in a Scottish court sitting in the Netherlands. London rejected this outlandish idea, until eventually it was brought round, mainly by persuasion from Nelson Mandela and Prince Bandar of Saudi Arabia. Normalisation was enshrined in the Anglo-Libyan joint statement on the opening of diplomatic relations in 1999: “…putting aside the negatives of the past [the UK and Libya] look forward to the development of a full range of contacts and cooperation between the two countries, and their authorities and peoples.” Trade including trade in oil had never ceased, but trade relations were given a boost, and contacts did in fact develop and become more normal. Since the announcement on WMD, Jack Straw has given Libya fulsome praise, going so far as to use the word "statesmanlike" of Qadhafi.

The normalisation process was not confined to relations with Britain. A settlement was also reached with France, although it turned out to be problematic. Most important of all, the negotiations with Britain and the USA led in 2003 to a settlement of demands made on Libya through the Security Council concerning Lockerbie. Libya agreed to pay compensation on an unprecedented scale, larger by a factor of more than 50 than, for example, the settlement which had been reached with the French over a similar airliner disaster. 

This led to the lifting of UN sanctions, and a return of more or less normal dealings between Libya and the rest of the world. The European Parliament, for example, has adopted a resolution inviting the European Commission to initiate cooperation programmes with Libya and to welcome Libya in the Barcelona Process, a framework between Europe and North African countries along the Mediterranean coast that aims to address terrorism, organised crime and illegal immigration. Prodi has invited Qadhafi to establish better relations with the EU. Italy is particularly concerned at the flow of refugees from North Africa which Libya does not have the technical capability to stem. A security cooperation accord between Italy and Libya was signed in July which paves the way for joint naval patrols in the southern Mediterranean. Italy has even suggested some relaxation of the European ban on arms sales to Libya. Libya continues to trade and deal with countries such as Russia, Ukraine, Canada, Brazil, and notably with China and India.

Qadhafi’s relations with the Arab League, however, remain in permanent crisis; currently there are tiffs with Egypt and Morocco. Libya has “frozen” its dealings with the League because of disagreements primarily about Israel, though there are also practical difficulties such as embarrassingly large population movements. In recent years Qadhafi has tried to re-orient Libyan foreign policy away from the Arab world towards Africa.

This month, in a new development, meetings are reported to have taken place between Israelis and Libyans, one between Qadhafi's son Saif al-Islam and a member of the Knesset from the secularist Shinui party, the other more between an Israeli foreign ministry official and an unidentified Libyan. Qadhafi himself speaking to the General People's Committee for Justice and Security on 4 January said that Libyan Jews whose property had been confiscated at the time of the revolution should be compensated.

The Libyan regime is secular in nature and has clashed with Islamic fundamentalists.  Qadhafi himself has been murderously attacked by Al-Qa’ida, and issued a warrant through Interpol for the arrest of bin Ladin two years before the Americans. Qadhafi's reaction to 9/11 was as positive as could be asked for, and led to a series of meetings between Libya, the UK and US at which intelligence on Islamic extremism was exchanged. Perhaps surprisingly Libya was omitted from President George W Bush’s “Axis of Evil” speech. I will come back to the key issue of relations with the USA in a moment.

I'm not going to take up very much time here with an analysis of internal developments in Libya. But I would just like to say that in the last year or so they have been as exciting as the external developments I have mentioned. What is of particularly interest to this audience is that the move towards economic reform, which has been visible for four years or more, seems to be acquiring more substance. There have been some achievements, most notably the abolition of the old multiple exchange rate, which had such a distorting and frustrating effect on foreign trade. The appointment of Shukri Ghanim, seen both inside and outside Libya as a champion of reform, first as Minister of the Economy and then as Prime Minister, has put reform on the front foot. He has for example spoken in rather precise terms about plans for privatisation, which even a couple of years ago was a taboo subject.

At the same time, though I do not want to exaggerate, there have been important changes in matters affecting the freedom and well-being of Libyans, including a substantial relaxation of the state control of information, greater freedom to travel and even an attempt to address the oppressive instruments of the state. Qadhafi’s son Saif al-Islam has been outspoken in his criticism of corrupt elements within the revolutionary committees, the hardline core of the regime who can be compared to the Ba'th party cadres in Iraq or Syria. Recently his criticism has been echoed both by ministers in the government, by Qadhafi himself, and even in the press which has in the past been tightly controlled by the revolutionary committees.

Saif al-Islam gave a long TV interview on 27 December which summed up the normalization process I have been describing. Perhaps the most interesting part is a historical account, for which he must surely be indebted to his father, explaining why it seemed sensible in the seventies and eighties for Libya to be armed to the teeth when it was in warlike confrontation with Reagan, and with the French in Chad, and was supporting a supposed Arab military alliance against Israel. All that is now history. The whole Green Book business – the unique Jamahiriya structure of committees, assemblies and so on - is politely consigned to history as well. There is also a lot of hard hitting stuff reinforcing what Saif al-Islam’s charitable foundation has been doing for several months on human rights in Libya, including the difficult issues like disappearance, torture and imprisonment without trial.

I want to turn for a moment to the important subject of what I will call the American exception. As late as November 2003, US policy refused to acknowledge change in Libya. It was succinctly restated by Assistant Secretary of State William Burns in a letter to a new anti-Qadhafi group in the US: “Despite the recent lifting of UN sanctions, U.S. bilateral sanctions remain in place and will remain in place until Libya addresses our serious concerns with respect to its pursuit of WMD and means of delivery, human rights, terrorism, and its destructive role in African conflicts."
There has in fact been progress on all the topics listed by Burns. It would be a mistake to think that all the normalisation that I have described has been directed towards re-establishing good relations with Washington, but this has certainly been a major if not the major objective. Qadhafi, with good reason, has always taken his relationship with Washington very seriously. More generally, Libya is a pro-American country, and it comes naturally to Libyans to speak warmly about the USA. For example, Saif al-Islam in the television interview to which I have referred spoke warmly about the employment practices of US oil companies compared with European oil companies. Saif is too young to have any direct knowledge of the subject, and must be reflecting what he has heard from his elders. Libya hopes to profit from being on the right side of America, and has repeatedly expressed a willingness to improve relations with the US and welcome US businesses to operate in the country again. 

So far US sanctions remain in place, including a general ban on US travel to and business with Libya, as well as the Iran-Libya Sanctions Act (ILSA), designed to punish US and foreign companies investing in Iran and Libya’s petroleum sector. These sanctions are still actively enforced. Only two weeks ago, the US ambassador in Zagreb issued a statement saying that he had asked the Croatian government to postpone repair work on a Libyan ship, a nasty blow to the Croatian dockyard and to the economy. Up to now Congress has solidly opposed any deal with Libya, but there are now pressures the other way. US oil companies such as Marathon, ConocoPhillips, Amerada Hess and Occidental who have long wished to return to Libya, where their assets await them frozen for so many years, will now be reinforced by the Lockerbie victims’ families; they have each received the initial $4m of the Lockerbie compensation settlement and stand to receive $6m more (less the lawyers’ 30%) if US sanctions are ended and Libya’s name removed from Washington’s list of state sponsors of terrorism by a deadline this spring. The talk of private contact between Israel and Libya has made it more difficult for the usual pro-Israeli voices to denounce any dealings. Two separate groups of congressmen are travelling to Tripoli this weekend, the first such visits for nearly forty years, reportedly one of them with and the other without the blessing of the State Department.

To be blunt, US policy in the new situation is confused. Washington is notoriously good at imposing sanctions, but bad at lifting them. The State Department spokesman has done wonders referring correspondents back to the text of what President Bush has said about Libya, which is little enough. According to Colin Powell, speaking on Abu Dhabi television, once it is verified that the WMD programmes have been eliminated the United States is prepared to enter into a political dialogue with Libya about all of the matters of interest to Libya, whether to do with sanctions, investment in Libya, or a variety of things to improve the lives of the Libyan people and to put relations with Libya on a more normal track. 

Meanwhile the United States is preparing to dispatch up to a dozen diplomats and intelligence officers to Libya to establish a US mission that will oversee the dismantling of WMD, but we are told "This will not be an embassy." Ironically, this echoes what happened in 1980, when so far as I can establish the US never formally broke off diplomatic relations with Libya, but simply slipped out shortly before the embassy building was sacked and burned. So perhaps now they won't formally re-establish relations either!

This is no joking matter, however. It is the most important question about Libya today. There is still a real possibility that reactionary forces inside Libya will derail the process of normalisation. It is in our all our interest that Libya should have an incentive to behave properly. Up to now, I'm afraid, British policy has provided such an incentive, but US policy has not.

Before concluding with some remarks about the global significance of Libya, let me say something very brief about Libya's significance for energy and energy security, although most of you will be much better versed in this than I am. 

Libya's production of oil has stagnated for more than twenty years at around 1.4 million barrels per day, making Libya today number 5 in the region with about 5% of OPEC’s total. Production facilities suffered in the period of sanctions, when the American and international companies which had built up Libya's oil production withdrew, and Libya was prevented from buying the material needed to develop her oilfields even if she had had all the necessary technical ability. The result is that the oilfields are in poor shape. However, only something like a quarter of Libya's territory has been even reasonably thoroughly explored for oil, and there is every reason to think that new productive fields can be found. That is one reason why the industry has consistently voted Libya one of the most attractive territories for upstream operations world-wide. The other is that the production sharing agreements on offer are theoretically attractive, however difficult they may be to negotiate in practice. 

There is therefore every reason to think that if the normalisation process bears fruit Libya will become a more significant oil producer, all the more so because Libyan crude is of good quality and Libya's location makes her a natural supplier of the European markets. Not that this location makes Libya unattractive to others, and as an example the Chinese National Petroleum Company has been particularly active in the last two years, following a visit in 2002 by the Chinese President. 

Libya's gas is also significant. The quoted figure for reserves, 1.3 trillion cubic metres, is under one third of Algeria’s and one tenth of Qatar’s, but the figure must surely be on the conservative side. Proximity to Europe is even more important for gas than for oil, and the new West Libya Gas Project is due to put around 8 billion cubic metres per year into the Italian pipeline system by 2006, roughly 12% of Italy’s consumption and so a very real contribution to the diversification and hence the security of Europe's gas supplies. 

Finally, a few general comments. Libya played an important part in the revolution which transformed relations between the international oil companies and the governments of the producing countries in the seventies, although a less likely double act than Qadhafi and the late Shah would not be easy to imagine. If the production sharing agreements which Libya is now seeking turn out to be successful, who knows whether Libya may again play a disproportionately important role in changing conditions for the whole region. 

We are all familiar with the point of view that US and international policy towards the Middle East is dictated by nothing more than greed for oil. I have always found it a source of amusement that Libya can be quoted as proof of the opposite. For years, Washington has faced heavy pressure from the US oil industry to mend fences with Libya, and has refused to do so. Maybe that period is coming to an end - I for one hope so, as I have explained. 

Lastly, as a Brit, it is nice to be able to point to one area of policy where we are definitely not Washington's poodle. London and Washington have been pursuing contrary policies over Libya for nearly ten years. The funny thing is that nobody seems to mind.
