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Preface

It was only indirectly that I first stumbled across the phenomenon of pri
vate companies offering military services for hire. I had never heard of 
such a thing, until I joined a U. N. -supported project in 1996, research

ing the postwar situation in Bosnia. As we interviewed regional specialists, 
government officials, local military analysts, and peacekeepers in the field, 
it soon became evident that the entire military balance in the Balkans had 
become dependent on the activities o f one small company based in Virginia, 
(Military Professional Resources Incorporated)— MPRI. I visited the firm’s 
regional offices, located in a nondescript building along the Sarajevo river
front, where the firm coordinated the arming and training of the Bosnian 
military.

The members o f the firm were polite and generally helpful, but the am
biguity between who they were and what they were doing always hung in the 
air. They were employees of a private company, but were performing tasks 
inherently military. It just did not settle with the way we tended to under
stand either business or warfare. However, there they were, simply doing 
their jobs, but in the process altering the entire security balance in the re
gion. I was struck by this seeming disconnect, between the way we normally 
view the world of military affairs and the way it actually is, and wanted to 
learn more. I spent the next years following just that path, interviewing hun
dreds who either work in the industry or are close observers of it and even 
spent a period working at the Pentagon, helping to oversee one o f the firm’s 
contracts.

In the time since, both the industry and the firm I visited have certainly 
grown up. MPRI was recently bought by a Fortune-500 firm, while other 
companies offering military services have been discussed in many o f the 
world's most prominent newspapers, radio, and TV outlets. 1 Beyond the gen
eral media, the idea o f private businesses as viable and legitimate military ac
tors has also begun to gain credence among a growing number o f political 
analysts and officials, from all over the political spectrum. 2 Their activities 
have caught the attention of legislative officials in a number o f countries and 
led to the submission of several bills covering their actions. 3 An interna
tional forum of African heads o f states advised their use in certain situations, 
as did the commander of the U. N. operation in Sierra Leone. 4 Even Sir
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Brian Urquart, considered the founding father of U. N. peacekeeping, ad
vocated the hire o f such firms.5 Another sign of emerging market maturity 
is that a new industry trade association, International Peace Operations. As
sociation (IPOA), recently formed to lobby on behalf o f military firms.6

The essential point is, that in the time since my first encounter with what 
I began to think of as “Corporate Warriors," this private military industry is 
no longer so small or obscure. However, for all its growth, our understand
ing of it still remains greatly limited.

W H A T  IS M IS S IN G !

Part o f why the military industry remains an enigma is that although nu
merous newspaper and magazine articles have been written on the activities 
of such firms, most have been long on jingoistic headlines and short on 
earnest examination. Within academia, there have been a few articles and 
reports that have introduced and described some of the firms, but the 
broader field remains largely uninformed.7 Most studies o f the firms have 
been generally descriptive rather than integrative. None have addressed the 
industry broadly or comparatively and our knowledge o f the industry still 
has not been advanced in any systematic manner.8

The reason is that the limited research done so far on military firms has 
focused on case studies o f individual companies or o f single conflicts where 
they were present, most often in Africa where they made their first appear
ance. Analysts have also tended to treat the more “mercenary” type as minia
ture armies in isolation. They have not placed them in a context with either 
similar companies that offer other types o f military services or with general 
business models. A typical description is the erroneous statement that the 
client list o f these firms is “ limited to weak states with corrupt leaders.”9

The result is a vacuum of established facts and a lack o f understanding of 
this industry or the firms within it. “There are no universally accepted defi
nitions o f even the most widely used terms.”10 No framework o f analysis o f 
the industry  exists, no elucidation of the variation in the private military 
firm’s activities and impact, no attempts at examining the industry as a 
whole, and no comparative analyses.

Equally dangerous is that much of what has been written about these 
firms is noncritical, with very little examination o f the industry from an in
dependent perspective. The topic is exceptionally controversial, with peo
ple’s livelihoods, reputations, and even perhaps the industry’s ultimate 
legality dependent on how academia and policymakers meld to understand 
it. Unfortunately, the small amount o f qualitative analysis that has been done 
is often highly polarized from the start, aimed at either extolling the firms 
to the extent of even comparing them to “messiahs," or condemning their 
mere existence.11 In turn, these biased findings are often misused by the 
firms or by their opponents in pushing their own agendas.12
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Thus, years after my first contact with the industry, the entire topic still 
remains murky to the general public, not only in the arena o f known facts 
about the firms and their operations, but also in the lack of explanatory and 
predictive concepts and independently assessed policy options. This book is 
intended to resolve these issues, both the growing vacuum in theoretical and 
policy analysis o f the industry, and the limitations of prior approaches.

T H E  S T R A T E G Y  O F  A T T A C K

The objective o f this work is not simply to create a compilation of facts about 
individual firms operating in the military field. As significant as it would be 
finally to collect the often incongruent information about the industry into 
one place, the creation and implementation of an overall analytic architec
ture is more important. This book organizes and integrates what we  know 
about the firms in a systematic manner, allowing for the development o f un
derlying theories that can guide us in the future.

To build an objective system of understanding o f this industry and its 
place in world affairs, my plan has been to leverage lessons from fields as dis
parate as international relations theory, security studies, political economy, 
comparative politics, industrial analysis, and organizational behavior. In ad
dition to focused examination on the firms themselves, the study also draws 
from corollaries both within the military arena and from parallels in indus
tries with similar structures, and similar privatization experiences. My aim 
thus has been to establish an understanding o f the private military industry 
and its implications that has both depth and breadth, to find generalizations 
that can be fleshed out and corroborated with historical reference.

A brief word about data availability is necessary. The topic o f privatized 
military firms remains largely unexplored for a variety o f reasons: the rela
tive newness o f the phenomenon, its failure to fall neatly into existing the
oretic frameworks, and, most important, the character o f the business itself. 
Because these firms’ operations are almost always controversial and secrecy 
is often the norm, research is difficult. Although many are seemingly quite 
open about their operations (when it is in their best interests to present a 
positive public image), many others try their utmost to cover up the scope 
of their activities or try to intimidate those seeking to write about them. For 
this reason the reader will notice the copious footnotes to demonstrate 
where each bit o f information came from. A number o f these firms walk a 
fine line o f legality, with potentially illegitimate clients, business practices, 
and employees with dark pasts. Some firms are also often at the center o f 
dangerous covert or semicovert operations that many clients, including the 
U. S. government, would rather not have discussed. 13 Combined with the 
lambasting some firms have received in the press, many in the industry re
main suspicious o f outside writers and are usually only willing to speak off 
the record. 1 4 Likewise, although government activities are open to exami-
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nation under laws such as the Freedom of Information Act, the company 
contracts are protected under proprietary law, often making their activities 
completely deniable.

This secrecy can be an advantage to this line o f business, and may in part 
explain its boom. The aura o f mystery, however, somewhat curtails outside 
study. Thus, this work should be read with these limitations in mind. I have 
done my utmost to weed out the rumors from the facts and provide an ob
jective analysis of the industry, indicating whenever appropriate what is con
firmed and what is suspected. At the very least, it is the most complete 
overview of the private military industry available in the public domain.

This study has been written with the conscious decision to speak to three 
different audiences. The first is the academic world. I hope that this project 
helps scholars and students (whether they study security issues, interna
tional relations theory-, political economy, or regional studies) gain greater 
insight into the privatized military phenomenon, not only its emergence, 
but also its importance. I also hope that the study dares academic readers to 
reexamine their theoretical presumptions. We should take a look beyond 
the dusty histories in the library and ensure that our understanding o f the 
world is still in line with the momentous reality of an international system 
replete with players such as these firms.

The second audience is the world of policy. Every day, individuals work
ing in the field o f foreign affairs and defense matters (whether in the gov
ernment, the military, international organizations, humanitarian groups, or 
even the press) respond to crises and conflicts that touch on matters inti
mate to this new industry. Many even deal directly with the firms on a con
tractual basis. It is worrisome that both real and potential clients, and even 
those charged with regulating the industry, still operate in a relative void of 
information and unbiased analysis. My intention is that this project may 
serve as an objective resource to policymakers, unlocking in a clear and use
ful manner the complexities o f the industry, presenting both its possibilities 
and dangers, and the full measure of the dilemmas it raises.

Last is the general reader. Although the aim is a work of substance, I also 
hope to serve the individual who really doesn’t care about the fate o f neo- 
realism or may never contract with one of these firms, but is simply looking 
to learn about a fascinating topic. The stories, personalities, and possibili
ties that emerge from this new industry are truly beguiling. Politics and war- 
fare are fundamentally exciting stuff. O f greater significance, they are also 
matters far too important to be left to the so-called experts.

For their generous financial support, my appreciation goes to the Belter 
Center for Science and International Affairs (BCSIA) at Harvard University, 
the Olin Foundation, the Brookings Institution, and the MacArthur Trans
national Security Program.
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For their advice and guidance through the process, my gratitude goes to 
my committee, Professors Sam Huntington, Bob Bates, and Graham Allison 
of Harvard University. I cannot think o f a more distinguished group. They 
not only provided valuable direction, but also gave the freedom necessary 
to explore new ideas. I must also thank others working in the international 
relations field who inspired and supported me along the way, including Eliz
abeth Cousens, Michael Doyle, Martin Indyk, lain Johnston, Colonel Greg 
Kaufmann, Bear McConnell, and Anne Marie Slaughter. The support o f two 
communities o f scholars are also greatly appreciated, the International Se
curity Program at BCSIA, ably led by Steve Miller and Steve Walt; and the 
“virtual” private-military discussion community, organized by Doug Brooks 
of the IPOA and South African Institute of International Affairs, which 
helped put me into contact with scores o f industry executives, employees, 
and analysts.

For their helpful suggestions in editing and improving various versions 
of the text, I am indebted to Gavin Cameron, Scott Corey, Laura Donohue, 
Robert Fannion, Bryan Garsten, Neal Higgins, Sean Lynn-Jones, Ben Run
kle, Allan Singer, David Singer, Adam Sulkowski, and Jeff Wilder.

And, lastly, my appreciation to my friends and family for their love and 
support that made this journey possible. But, most of all, my thanks to Susan 
Morrison-Singer, not only for your essential technical assistance, but also for 
suffering through years of me talking about such delightful topics as rebels 
in Sierra Leone and mercenaries in Colombia. You are my best friend and 
my total love.

Pe t e r  Wa rr en  S ing er

Washington, D. C.
April 1 , 2002
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O N E

1 An Era of Corporate Warriors?

“Of course, nobody seriously recommends that the military be priva
tized.. . .  If death and disaster on a considerable scale are inevitable 
products, the rule seems to be that this responsibility is the business of 
the government. ”

—David Sichor, Punishment for Profit

S ierra Leone is a former British colony located in West Africa. It is 
roughly the size of South Carolina. It is also, by almost any measure, 
the worst place on earth to live. The country ranks dead last on the 

United Nations’ Human Development report, which rates the quality o f life 
and future prospects o f the nations of the world. The infant mortality rate 
is 1 64 deaths per thousand births. Only 30 percent of the adults in the coun
try- are literate. The average life span is just 37 years. 1

More important. Sierra Leone is an exemplar o f the desperate position 
that weak states found themselves in at the close of the twentieth century. 
Since the end of the Cold War, it has known little hut conflict and chaos. In 
1991, a violent rebellion began in its hinterlands. Although initially small in 
scale, the weak government was unable to halt it. The fighting quickly 
evolved into one of the most vicious civil wars in history. The group that 
started the rebellion, the Revolutionary United Front (RUF), quickly be
came notorious. It not only openly admitted that it targeted civilians with 
murder, rape, and torture, but it also highlighted its use of child soldiers to 
carry out its attacks. The group’s particularly heinous calling card was the 
amputation of captured civilians’ arms.

By 1995, absolute anarchy reigned in Sierra Leone. Roadside ambushes, 
nighttime massacres of villages, and machete mutilations had become the 
norm of life and death. After four years o f fighting, the situation was critical 
for the government. The diamond mines that had fueled the local economy 
had been lost. Rebel control o f the countryside also cut off the agricultural 
trade. The government’s military was in complete disarray, fighting an inef
fective, losing battle. Many of its underpaid soldiers had even joined the 
rebels or targeted civilians on their own. Locals took to calling them “sobels” 
(a combination of “soldier” and “rebel”), as the two pillaging sides were al
most indistinguishable. When the rebels approached within 20 kilometers

3
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of the capital city o f Freetown, fears that the war would end in a general mas
sacre grew. Most foreign nationals and embassies hurried to evacuate the 
country. The situation appeared hopeless.

Almost immediately, though, the circumstances completely reversed. A 
modern strike force quickly deployed and hammered the rebel forces with 
precision air and artillery attacks. These were quickly followed up by heli
copter assaults and advances by mechanized infantry units. The rebels were 
taken completely by surprise and, in just two weeks, were driven away from 
the capital city. Using novel tactics and superior weapons, the new forces 
fighting for the government then retook the major diamond-producing ar
eas. This action restored the much-needed revenue source. Soon afterward, 
the main rebel stronghold was destroyed by ground assault. In a final coup 
de grace, the RUF's jungle headquarters were located and eliminated. Over 
a few short months, the once-dominant rebels had been crippled and forced 
back into the bush. Such a degree of stability had been achieved that Sierra 
Leone was finally able to hold its first free elections in 23 years, bringing into 
power a civilian-led democracy.

At first, the rebels had no clue as to who had stepped in to save the gov
ernment of Sierra Leone. The helicopters and armored vehicles that had at
tacked them revealed no national flags or insignia. Many of the soldiers even 
had their faces blackened with paint, to further mask their identity. More
over, there were no obvious candidates to aid the government. It had no 
close allies in the region; none o f the great powers were interested in this 
tiny African state; and the overextended UN was incapable of intervening 
even if it had wanted to— and it did not. This mystery did not last long, 
though. It was soon learned that the soldiers and pilots who had turned the 
tide of battle were not members o f any nation’s army. Rather, they were em
ployees of a private firm based in South Africa, called Executive Outcomes.

At roughly the same time, about 4, 000 miles away, the war in the former 
Yugoslavia was also entering its fourth year. The new states o f Croatia and 
Bosnia-Herzegovina were both former republics that had broken away from 
Yugoslavia in the wake of the Cold War. Their struggles for independence 
were not to be easy. Serb minorities within each fledgling state fought to re
join the former Yugoslavia, now dominated by Slobodan Milosevic’s nation
alist Serb party.

Having originated as a conglomeration o f local militias, police forces, and 
paramilitaries, the new militaries o f the Croat and Bosnian governments 
were generally amateurs at best. Short on weaponry, training, and estab
lished institutions, they had begun the war by suffering a series o f demoral
izing defeats. Much of their territory was soon in the hands of their 
respective Serb minorities, who had been supported by the professional Yu
goslav army. The terrors which ensued inside the captured areas, often 
played out on the world’s television screens, were given the dark label of
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“ethnic cleansing.” In the face of inaction by the international community, 
more than 200, 000 people died and 3 , 000, 000 more were left as refugees.

After the initial fluidity, the battlefield had soon stalemated, with the su
perior weapons and training of the Serbs grinding out against the numeric 
edge of the Croats and Bosnian Muslims. By 1995, a rough ceasefire had 
been brokered in Croatia. In Bosnia, the fighting raged on.

This all changed in the spring of 1995. The Croats launched a surprise 
attack they called “Operation Storm.” The offensive displayed a profession
alized force that took the Serbs unawares. The Croat’s ragtag militia had 
been secretly transformed into a modern Western-style army.

Military observers described it as a textbook operation— a NATO text
book, and said that whoever planned the offensive would have received an 
“A plus” in NATO war college. 2 As a journalist described it, “The lightning 
five-pronged offensive, integrating air power, artillery and rapid infantry 
movements, and relying on intense maneuvers to unhinge Serbian com
mand and control networks bore many hallmarks of U. S Army doctrine.”3 
Besides the planning, the execution of the offensive was also exemplary. Ac
cording to European military officers who witnessed the attack, the initial 
Croatian river crossing into Serb-held territory was a “textbook U. S. field 
manual river crossing. The only difference was the troops were Croats.”4

This coming-out party for the new Croat army was the turning point of 
the entire war. The Serbs, who had rarely been on the defensive in the past, 
were stunned at the Croatian military’s new cohesion and effectiveness. The 
offensive overwhelmed the local opposition in Croatia and then steamrolled 
into western Bosnia, turning the Bosnian Serbs’ flank. Within weeks, the 
overall war, in both Croatia and Bosnia, was over. The reversals on the 
ground, combined with the renewal o f NATO air strikes, had finally forced 
the Serbs to the negotiating table after four years o f failed attempts.

The easy manner in which the Croats were able to reshape the balance of 
power in the Balkans remains a source of dispute. The question at the cen
ter o f the debate is not about the aid of a foreign state or other institution, 
though. Rather, it is the exact role of a private company based in Alexandria, 
Virginia— Military Professional Resources Incorporated (MPRI)— which is 
known to have advised the Croat military during this period. The general be
lief in the region is that the training and advanced military planning assis
tance the firm provided to the Croat army was instrumental. While the firm’s 
public line is ironically to deny that it played any part in Storm’s success, the 
Croats certainly were happy customers and openly credit the company as the 
reason behind their victory. Individual MPRI employees also take credit for 
the firm’s role in the success.  In fact, at the following peace conference in 
Dayton, Ohio, the Bosnian Muslims made their signature conditional on re
ceiving help from the same group that was rumored to have advised the Croat 
force. Otherwise they would not accept the peace agreement. 6
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Just a few years later, war in the Balkans would once again break out. 
Decades o f Serb abuses in the mainly Albanian province o f Kosovo culmi
nated in a Kosovar uprising. The civil war soon turned ugly, with numerous 
massacres. Many feared a new genocide. Unlike in previous years, however, 
this time Western nations vowed not to stand idly by, and in the spring of 
1999, NATO launched an air campaign to force the Milosevic government 
to the negotiating table. 7

Despite the benevolent cause, the military campaign was not popular in the 
United States. The public was far more concerned with domestic issues than 
another Balkans war, making a reserve call-up politically difficult. Supporting 
such an operation would also be a strain to an already overextended U. S. mil
itary. The situation was made even more difficult when Milosevic’s forces/
launched an ethnic-cleansing campaign, driving hundreds of thousands of 
Kosovars across the border, seeking to use the refugees as a weapon to lash back 
at the West. Humanitarian groups were unprepared for the hordes of displaced 
families, and concerns arose as to who would house and feed them.

It was a tough conundrum. How could the U. S. military find a way to pro
vide the logistics for its forces, without calling up reserves or the National 
Guard, while at the same helping to deal with the humanitarian crisis that 
the war had provoked?

The solution to this problem turned out to be quite simple: the U. S. mil
itary would pass the work on to someone else, in this case to a Texas-based 
construction and engineering firm. Instead of having to call up roughly 
9, 000 reservists, Brown & Root Services was hired. Not only would the firm 
construct a series of temporary facilities that would house and protect hun
dreds of thousands of Kosovars, but it would also run the supply system for 
U. S. forces in the region, feeding the troops, constructing their base camps, 
and maintaining their vehicles and weapons systems.

The privatized effort was one of the quiet triumphs o f the war. The hu
manitarian crisis was avoided and U. S. forces would go on to force the Serbs 
out and later keep the peace in Kosovo. All the while, they were fed, housed, 
and supported by Brown & Root. General Dennis Reimer, the Chief o f Staff 
of the U. S. Army at the time, would personally thank the firm for its crucial 
job  well done. “Part o f the reason for that progress [the peacekeeping mis
sions’ achievements] is the support from Brown & Root. Everywhere I vis
ited I saw the results of your efforts. I just wanted to express my appreciation 
for all that you have done and for the contributions o f the people employed 
by Brown & Root. In my mind, this [the Kosovo operation] is a great success 
story, and Brown & Root has played a key role.”8

T H E  P U B L IC  M O N O P O L Y  O F  W A R . . .

These three episodes are more than simple illustrations o f the recurrence 
of violent conflict after the end o f the Cold War. Rather, they are indicators
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of a profound development in the manner that security is both conceptual
ized and realized. For in each conflict, a critical factor behind the turn of 
events was a private firm being hired to offer military services, hardly the tra
ditional means of winning wars.

To understand the importance of this development, a bit o f background 
on services and government responsibilities is required. Traditionally, the 
government provides all its citizens with certain services, which are gener
ally paid for through taxation. This takes place in what is known as the pub
lic sector. In contrast, in the private sector, individual citizens, now known 
as consumers, purchase needed goods and services in an open market, pay
ing with their own discretionary funds. This market is made up of private 
firms motivated by profit. Thus, the distinctions between these two sectors 
are the sources of funding, the nature of the relationship between provider 
and user, and the employment status of the deliverers. 9

The division of the world into public and private spheres is at the center 
of the long debate over what government’s role should be. Ever since the 
rule by kings was replaced by the bureaucratic state in the seventeenth cen
tury, there has been a give-and-take between the public and the private, with 
the line between the two constantly in flux. In fact, the debate about where 
this line should fall has been described as one of the “grand dichotomies of 
western political thought. ’’ 10

Sometimes governments have found it expedient to transfer some of 
their public responsibilities to the private sector. They may do so because of 
issues o f cost, quality , efficiency, or changing conceptions o f governmental 
duties. Health care, police, prisons, garbage collection, postal services, tax 
collection, utilities, education, and so on are all examples of services that 
have been shifted back and forth between being viewed as essential public 
responsibilities of the government to something best left to the private mar
ket. 11 The terms “outsourcing” and “privatization” are used interchangeably 
to describe this relocation o f service provision, often in the same breath. 12 
Both are generally accepted practices; indeed, the economic concept be
hind them can be traced back as far as the founding economist Adam Smith’s 
writings in the 1700s. 13

One area where the debate over public or private never ventured, though, 
was the military, the force that protects society. The production of the goods 
needed to wage war long ago became the domain of the market. But by the 
time the state had been accepted as the dominant means of government, 
the service side of war was understood to be the sole domain of govern
ment. 14 In fact, providing for national, and hence their citizens’ , security 
was one of the most essential tasks of a government. Indeed it defined what 
a government was supposed to be. 15

The result is that the military- has been the one area where there here has 
never been a question o f states outsourcing or privatizing. Even the most 
radical libertarian thinkers, who tend to think that everything else should
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be left to the market, made an exception of the military. All viewed national 
defense as something best carried out by a tax-financed, government force. 16 
. As such, for the last two centuries, the military profession has been seen as 
distinctive from all other jobs.

The military is very different from any other profession and is unique specif
ically because it comprises experts in warmaking and in the organized use of 
violence. As professionals, military officers are bound by a code of ethics, 
serve a higher purpose, and fulfill a societal need. Their craft sets them apart 
from other professionals in that the application of military power is not com
parable to a commercial service. Military professionals deal in life and death 
matters, and the application of their craft has potential implications for the 
rise and fall of governments. 17

In short, since states started to replace rule by kings and princes in the 
1600s, military services have been kept within the political realm under the 
control o f the public sector. One of the great political scientists o f our time, 
Samuel Huntington, summarized this distinction. “Society has a direct, con
tinuing, and general interest in the employment of this skill for the en
hancement o f its own military security. While all professions are to some 
extent regulated by the state, the military profession is monopolized by the 
state.”18

___A N D  T H E  P R IV A T IZ E D  M IL IT A R Y  FIRM

The story does not end here, however. Instead, it is the present breakup of 
this public monopoly of the military profession that is the focus of this book. 
The importance of the three episodes presented here is that they illustrate 
how the public-private dichotomy in the art of war, which was once solidly 
fixed, is now under siege. The firms who took part in these operations are 
distinct in that their business involved outsourcing and privatization hereto
fore unimagined. The debate about the public and private sectors has moved 
farther than it ever has before— to military services themselves.

The companies behind these episodes are a new development known as 
Privatized Military Firms or PMFs. They are business organizations that trade 
in professional services intricately linked to warfare. They are corporate 
bodies that specialize in the provision of military skills, including combat op
erations, strategic planning, intelligence, risk assessment, operational sup
port, training, and technical skills. 19 By the very fact of their function, they 
break down what have long been seen as the traditional responsibilities of 
government. That is, PMFs are private business entities that deliver to con
sumers a wide spectrum of military and security services, once generally as
sumed to be exclusively inside the public context.

The idea that private companies could perform these military functions 
sounds fanciful enough. MPRI advertises itself as possessing “the greatest
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corporate military expertise in the world.” The very possibility o f such a 
claim, invoking the mixture of the public military and the private modern 
business corporation, would have seemed not only paradoxical but even pre
posterous just a few years ago. In the post-Cold War era, though, this cross 
of the corporate form with military functionality has become a reality. A new 
global industry has emerged. It is outsourcing and privatization of a twenty- 
first-century variety, and it changes many of the old rules of international 
politics and warfare.

T H E  G L O B A L  P R IV A T IZ E D  M IL IT A R Y  IN D U S T R Y

What is even more shocking is that not only does this new industry o f priva
tized military firms simply exist, but it has become global in both its scope 
and activity. Beginning in the 1990s, PMFs have been active in zones of con
flict and transition throughout the world. They have been critical players in 
several conflicts and often the determinate actor. They have operated from 
Albania to Zambia, often with strategic impact on both the process and out
come of conflicts. As illustrated in Figure 1 .  1, their operations are not re
stricted to any one geographic area or type of state. PMFs have been active 
on every continent but Antarctica, including in relative backwaters and key 
strategic zones where the superpowers once vied for influence. Moreover, 
their operations have become integral to the peacetime security systems of 
rich and poor states alike. Their customers also are ranged across the moral 
spectrum from “ruthless dictators, morally depraved rebels and drug cartels” 
to “legitimate sovereign states, respected multinational corporations, and 
humanitarian NGOs.”20

For many, this industry may be a bit o f a shock. A quick tour around the 
globe is perhaps needed to reveal the full extent and activity o f PMFs.

Africa
On a continent where weak state structures and the legacy of civil conflict 

combine to create a truly insecure environment, PMFs are almost pervasive.
The war in Angola illustrates. More than eighty firms offering military ser

vices have come to participate in the conflict in one role or another. 21 Al
most all o f these firms’ employees are former soldiers from around the 
globe. They include ex-U. S. Green Berets, French Foreign Legionnaires, 
South African paratroopers, Ukrainian pilots, and Ghurka fighters from 
Nepal. As explored later in chapter 8, the Executive Outcomes firm was one 
of first PMFs in Anglola, being hired in 1993 to retrain Angolan army forces 
and then lead them into battle. Its employees also flew the Angolan air 
force’s aircraft and launched commando raids against UNITA command 
centers. Another firm, International Defense and Security (IDAS) has been 
particularly instrumental to the Angolan government in its defense of cor-
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porate diamond fields and blocking the primary supply route of rebel 
forces. 22 In addition to direct combat activities and military training, other 
firms have provided a range of military services, including aerial reconnais
sance and intelligence (Airscan) and demining (Ronco and DSL). 23 Rebel 
forces, in turn, have used private companies to gain military advantages of 
their own. Private experts have provided tactical training and specialists to 
staff the rebels’ artillery and tank forces. Reportedly, in exchange for off
shore oil concessions, Ukrainian companies also provided UNITA with a 
small air force o f Mig-27 and Mig-21 jet fighters and Mi-24 attack helicop
ters. 24

Similarly, PMFs played a multiplicity o f roles in the war in the Democratic 
Republic o f Congo (what was once known as Zaire), also for all the sides. In 
the mid-1990s when his regime began to fall, long-term ruler Mobutu Sese 
Seko began negotiations with MPRI and Executive Outcomes for aid against 
the rebellion led by Laurent Kabila. Neither firm took on the contract, as 
the regime was on its last legs and seemed unlikely to be able to pay. Another 
company, Geolink, did ultimately assist the regime, but was unsuccessful. 25 
Mobutu’s regime fell, and Kabila, who reportedly had been assisted by the 
Bechtel company, took over power. 26

Kabila’s new government was quickly threatened by shifted coalition of 
rebel forces. His adversaries included former Mobutu supporters, who con
tracted with the Stabilco firm, the national armies o f Rwanda and Uganda, 
who were assisted by another Johannesburg-based military intelligence firm, 
and Angolan UNITA rebels, still supported by mercenaries and PMFs of 
their own. 27 Seeking help from all corners, Kabila hired Executive Out
comes, which supplied his government with air combat support, electronic 
warfare assistance, and security protection. 28 Other intervening states such
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as Zimbabwe were supported by air supply firms, such as Aviont, who re
portedly also operated fighter jets and attack helicopters for their clients. 29

Angola and Congo are no exceptions. Instead, private military activity is 
rampant across the continent. In its war with Eritrea. Ethiopia leased a wing 
of jet lighters from the Sukhoi firm, along with the pilots to fly them, the 
mechanics to maintain them, and the commanders to plan out their strikes. 30 
In Sudan, Airscan reportedly has operated with at least two other firms to 
help to protect oil fields from rebel forces. 31 Other companies, including 
Executive Outcomes spin-off firms, are performing similar functions in the 
fighting in Algeria. Ivory Coast, Kenya, and Uganda. In the Liberian war, In
ternational Charter Inc. (ICI) and Pacific Architects and Engineers (PAE) 
provided military aviation and logistics support to the ECOMOG peace
keeping force. 32 When faced with an army mutiny in late 2002, the govern
ment o f Ivory Coast is rumored to have hired Sandline to help put down the 
revolt. 33 The governments of Cameroon, Nigeria, Equatorial Guinea, and 
Congo-Brazzaville all have contracted with private firms to help reorganize 
and train their militaries. In other fields, Mechem, Mine-Tech, and SCS han
dle the dangerous but important task o f demining operations in postwar 
states like Mozambique. 31

The use of PMFs in Africa is also not just limited to governments or MNCs, 
however. Private firms have reportedly worked for rebels in both Senegal 
and Namibia as well as in Angola, providing military training to antigovern
ment dissidents. In Burundi, Hutu rebels are alleged to have received arms, 
training and operational services from South African PMFs, including 
Spool net, while Dyncorp offers logistical support to the rebel alliance in Su
dan. Even the quasi-state o f Puntland (it is unrecognized by the interna
tional community), which has emerged from Somalia’s ashes, contracted 
out its coastal patrol to the Hart Group. 33 Aid groups have also been getting 
in on the act. Faced with poaching that threatened the northern white rhino 
in the Congo, the World Wildlife Fund received a bid from Saracen for mil
itary-style protection of the game preserves, while the aid groups Worldvi
sion and ICRC hired Lifeguard to protect their facilities and staff in Sierra 
Leone. 36

Europe
The extent o f activity on the African continent, though, must not mislead 

one into thinking that the PMF industry is only a regional phenomenon. In 
addition to the previous examples of Croatia and Bosnia, MPRI had a simi
lar military restructuring program in Macedonia. Its military training cen
ters also influenced the Kosovo conflict next door. When previously serving 
in the Croatian Army, the commander o f the Kosovo Liberation Army (KIA) 
rebels, General Ceku, received MPRI training. Many of his soldiers are also 
rumored to have attended the firm’s training centers in Bosnia. The firm is 
also reportedly waiting in the wings to provide advisory services in Kosovo,
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once the K IA  is allowed to become the official defense force o f a future Ko
sovo entity. 37

The activity o f PMFs, though, extends outside the Balkans. There are 
many British and French-based military firms (Eric SA, Iris, Secrets, Sand
line, etc. ). London is one of the unofficial hubs o f the industry. Other op
erators on the European continent include Cubic, which is helping to 
restructure the Hungarian military as it works to reach NATO standards, and 
the International Business Company (IBC), based in Germany, which offers 
troop training and weaponry.

The British military exemplifies the current trend toward military out
sourcing and gives the sense of the penetration the industry is making into 
the European market. Already private firms run many essential services for 
British forces, often in areas where one would not expect a company to be 
in charge. A typical example is that a private firm has begun training the 
Royal Navy in operating and maintaining its newest nuclear-powered sub
marines. ''38

The British defense ministry announced an initiative in 2001 that will 
take military privatization to the next level. Labeled the “sponsored re
serves” system, the plan authorizes the entire transfer o f key military services 
to private companies, including the Royal Navy’s aircraft support unit, the 
Royal Army’s tank transporter unit, and the Royal Air Force’s air-to-tanker 
refueling fleet, all o f which played vital roles in the 1998 Kosovo and 2001 
Afghan conflicts. The costs for the refueling contract alone is expected to 
run more than $ 15  billion. 39 Also in the works is the privatization of the De
fence Evaluation and Research Agency (the British equivalent of the Amer
ican DARPA (Defense Advanced Research Projects Agency), which is in 
charge of the development and assessment o f military technology. 40 The 
Blair government has even floated the idea of privatizing future troop do
nations to UN peacekeeping missions. 41

The Former Soviet Union and the Middle East
To the east, an explosion of private military activity has accompanied the 

fall o f the Berlin Wall. The deterioration o f order in post-Soviet Russia pro
vides a dramatic illustration. 42 Besides the nearly 150 , 000 employees o f pri
vate security firms that operate inside Russia, several new companies have 
ventured onto the international market to provide military  expertise for 
hire. This has resulted in thousands of ex-Soviet soldiers working in the PMF 
field. A notable example is the Moscow-based Alpha firm, founded by for
mer elite KGB Special Forces personnel, which entered into a corporate 
linkage with the international Armorgroup firm. 43 Elsewhere, contract sol
diers have been active in Chechnya, fighting alongside regular forces, and 
in defending strategic facilities in Azerbaijan, Armenia, and Kazakhstan. 44

It is fairly likely that with the uncertain security environment in Central 
Asia and the plans o f several international conglomerates to begin exploiting



AN ERA OK C O R P O R A T E  W A R R I O R S ?  13

area oil reserves, the privatized military industry will next move into this 
region. The pipelines tor these oil fields are planned to run through some 
of the most conflict-ridden areas in the world, including Chechnya and 
Georgia. One is even planned to go through Afghanistan. The combination 
of the extremely weak state structures, corruption, high-value natural re
sources, unpredictable local armed units, and the firms’ unique capabilities 
and past experience in guarding pipelines and other commercial assets in 
Africa and Latin America (for many o f the very same multinational compa
nies) makes for a sure recipe o f military industry expansion in Central Asia.

Military firm activity is also quite significant in the Middle East. Several 
prominent firms are based in Israel, such as Levdan, which was active in 
Congo; Ango-Segu Ltd., which was reportedly in Angola; and Silver Shad
ows, which worked in Colombia. More significant, perhaps is the near ab
solute reliance o f some of the Persian Gulf states on private firms. Saudi 
Arabia, where the industry practically runs the national armed forces, offers 
a graphic illustration. 45 Vinnell trains and advises the Saudi National Guard, 
which functions like a praetorian guard to the regime, protecting important 
strategic sites. The firm has more than 1, 400 employees in country, many of 
whom are ex-U. S. Special Forces, working on a contract estimated to be 
worth more than $800 million. 46 Vinnell is not the only PMF in Saudi Ara
bia, however. BDM provides logistics, training, intelligence, and compre
hensive advisory and operation services to the Saudi Army and Air Force; 
Booz-Allen Hamilton runs the military staff college; SAIC supports the navy 
and air defenses; O ’Gara protects the royal family and trains local security 
forces; and Cable and Wireless provides training in counterterrorism and 
urban warfare. 47 There are similar setups in the other Gulf States, such as 
in Kuwait, where Dyncorp supports the air force and MPRI runs a training 
center. 48

Asia
A great deal of private military activity has occurred in Asia as well. The 

1997 Sandline intervention into the Papua New Guinea conflict, which re
sulted in a mutiny by the local army, is the most notable. But PMFs have also 
been active in many other Asian states. The Taiwanese military has hired mil
itary advisory services from firms such as MPRI. In Nepal, a number of ex- 
Gurkha soldiers, who fought for the British and Indian armies under 
contract, have formed PMFs o f their own, such as Gurkha Security Guards. 
In Cambodia, COPRAS, a French firm, provides demining sendees. 10 In 
Burma, the French firms ABAC, OGS. and PHL Consultants are all rumored 
to have helped train the local military and assist it in actions against rebels. 
In the Philippines, Grayworks Security provides military training and coun
terterrorism assistance to the government.

Indonesia is one of the dominant states in Southeast Asia, but, in turn, 
also has had extensive experience with PMFs. It used Executive Outcomes
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to carry out commando operations, while many other firms were used to sup
port the international intervention into once Indonesian-held East Timor. 50 
These included UN-employed intelligence and security firms and Dyncorp, 
which provided helicopter and satellite network communication support. 
The Indonesian government also hired Strategic Communication Labora
tories, a firm that specializes in psychological warfare operations, to help it 
respond to outbreaks of secessionist and religious violence. 51 Offshore, vio
lent attacks on commercial shipping in the South China Sea are on the rise. 
As a result, private firms such as Trident have also begun to take on anti
piracy duties.

Illustrated by its own reliance on logistics outsourcing during the East 
Timor operation, Australia is the country at the forefront o f the trend to
ward use o f PMFs within Asia. Like Britain, it has announced a plan to turn 
over the entirety o f certain military services to private companies. 52 Perhaps 
most interesting, though, is Australia’s privatization of military recruiting. 
Raising an army has long been a daunting numbers game for governments. 
In response, “In a management decision that would surely leave Karl von 
Clausewitz, the 19th-century Prussian military philosopher, speechless, Aus
tralia’s military has outsourced its recruitment functions to Manpower, a 
U. S. -based temporary staffing group.  53 Experts believe that this sort of pri
vatized military recruiting will be the way o f the future; indeed, Britain and 
the United States have also begun to turn over military recruiting tasks to 
similar firms. 54

The Americas
Last, PMFs have also been quite active in the Americas. At least seven U. S. - 

based military companies are active in the ongoing conflict in Colombia. 55 
Many claim that these private contractors, such as Dyncorp and EAST Inc., 
ostensibly hired by the U. S. State Department to help in the antidrug effort, 
are actually going well beyond such tasks, including engagement in coun
terinsurgency operations for the government. 56 On the other side of the 
conflict in Colombia, an Israeli military firm, Spearhead Ltd., is rumored to 
have provided combat training and support to the drug cartels and antigov
ernment militias. 57 Large businesses and landowners have also hired private 
forces to protect their properties in the midst of the conflict. 58 British Pe
troleum (BP) even directly contracted a battalion of soldiers from the Co
lombian military, who were advised by the Armorgroup military firm. 59

The industry is also quite active elsewhere in the Western hemisphere. 
The Canadian military has made logistics outsourcing moves similar to those 
o f Australian and British forces. It also has contracted with civilian firms to 
provide electronic warfare (EW) training and various other air combat sup
port services. 60 In Haiti, former soldiers o f the army now serve as private 
forces for the elite families who run the political system, while Dyncorp has 
taken over the training and deployment o f the new Haitian National Police.
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Dyncorp even maintains an “on call” list of Spanish-speaking personnel, in 
case the firm is ever hired to staff a mission in a post-Castro Cuba. 61 One of 
the more tragic incidents with PMFs operating in the Americas made the 
news in May 2001, when a CIA surveillance plane mistakenly directed Pe
ruvian air force planes to attack a passenger plane carrying American mis
sionaries. The crew running the surveillance systems were employees o f 
Aviation Development Corp., a PMF that had been subcontracted by the 
agency. 62

As in Colombia, Mexican drug cartels have also been rumored to receive 
similar private military assistance. Such private experts have begun provid
ing military tactics and countersurveillance techniques to the cartels, help
ing them both to monitor and counter law enforcement activities and also 
protect cartel leaders from rival organizations. U. S. intelligence has already 
detected one private military training camp in Mexico, where the cartel 
forces of the Arellano Felix organization were trained on a variety o f equip
ment, from rocket-propelled grenades and heavy machine guns to encryp
tion devices and night vision and radio intercept systems. 63 Elsewhere in 
Mexico, several corporations have hired their own private armies, including 
most notably the Jose Cuervo distillery. Fed up with an inadequate govern
ment response to sophisticated raiders, the famous tequila maker employs a 
1 25-person, military-style unit, deployed to protect its valuable agave fields. 64

Ironically enough, despite being the dominant power on the interna
tional scene today, the United States may make the most extensive use o f the 
privatized military industry. Indeed, from 1994 to 2002, the U. S. Defense 
Department entered into more than 3 , 000 contracts with U. S. -based firms, 
estimated at a contract value of more than $300 billion. 65 The areas being 
outsourced are not just minor ones such as military food services (although 
1 ,  100 Marine Corps cook positions were privatized in 2001), but include a 
variety o f areas critical to the U. S. military’s core missions. 66 At a time when 
downsizing and increased deployments have left U. S. forces stretched thin, 
private firms have provided the United States with an array of services: se
curity, military advice, training, logistics support, policing, technological ex
pertise, and intelligence. In the last few years, the U. S. Department o f 
Defense has outsourced everything from depot and base upkeep to more 
than 70 percent o f army aviation training. The maintenance and adminis
tration for such strategic weapons as the B-2 stealth bomber, the F -117  
stealth fighter, the KC-10 refueling aircraft, the U-2 reconnaissance aircraft, 
and numerous naval surface warfare ships are all privatized. 67

Such firms operating alongside U. S. forces have become nearly ubiqui
tous. When the Russian nuclear sub Kursk exploded, it was a civilian, con
tracted surveillance ship that first observed it. 68 Airscan protects USAF and 
NASA launch facilities, while BDM provides training in infowar, special op
erations, and intelligence and has also provided interpreters and translators 
for the U. S. military for operations in Somalia, Haiti, Bosnia, Central. Asia,
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and the Persian Gulf. Betac has been associated with the U. S. Special Oper
ations Command and reportedly assisted on clandestine operations through
out the world. 69 MPRI provides force management for the U. S. Army, 
doctrine development for Training and Doctrine Command (TRADOC), 
and, perhaps most surprisingly, operates the ROTO program in almost 220 
universities. 70 Like the British forces, the LI. S. Navy and Marine Corps have 
also begun to explore the possibility o f outsourcing air-to-air refueling op
erations (to Omega Air Inc. ), while the U. S. Navy and Air Force have hired 
ATAC to provide and fly adversary aircraft during their military training ex
ercises. 71 Even the computing and communications at NORAD’s Cheyenne 
Mountain base, where the U. S. nuclear response is coordinated, has been 
privatized, in this case to OAO Corp. 72

The Pentagon has also outsourced a large part of its external military as
sistance programs, with MPRI, DFI International, and Logicon being the 
major players. The United States recently established the African Center for 
Strategic Studies (ACSS) to help African states improve their national secu
rity planning and defense budgeting. The program is similar to the military 
schools established for Europe, Asia-Pacific, and the Americas. But unlike 
those, which are operated by the U. S. military, the development and imple
mentation of the ACSS curriculum is run by MPRI.

The result is that while contractors have long accompanied U. S. armed 
forces, the wholesale outsourcing of U. S. military services since the 1 990s is 
unprecedented. Industry personnel were present to a limited extent on the 
frontlines during the Gulf War. Since then, though, reductions in military 
forces coupled with high mission requirements and the unlikely prospect of 
full mobilization, mean that the requirement for outside support has seen 
exponential growth, multiplying by a factor of five. 75

Every major American military operation in the post-Cold War era has 
involved considerable levels o f support and activity by private firms offering 
services that the LI. S. military used to perform on its own. 74 The operations 
in Kosovo illustrate this trend. Before the conflict, Dyncorp supplied the 
military observers who fulfilled the American portion of the international 
verification mission. Once the air war began, besides the logistics and engi
neering support, private firms also supplied much of the information war
fare aspects of the operation. 70 In the follow-on KFOR peacekeeping 
operation, firms serve the same roles and also supply personnel for the in
ternational policing efforts. In fact, when a shortage o f surveillance aircraft 
left the U. S. forces in the Balkans without their critical “eyes in the sky, ” they 
even outsourced their aerial intelligence-gathering function. The U. S. Army 
hired Airscan, a Florida-based company that provides similar services in 
Colombia, Angola, and Sudan. 70

Indeed, if any operation should have been a purely military one, it would 
have been the response of the United States to the terrorist attacks of 
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September 1 1 ,  2001. Although the military enjoyed broad support among the 
American public, and any previous concerns about casualties were set aside, 
private employees still played a variety of roles in the war in Afghanistan. 
They deployed with U. S. forces on the ground (including serving in the CIA 
paramilitary units that fought alongside our Afghan allies), maintained 
combat equipment, provided logistical support, and routinely flew on joint 
surveillance and targeting aircraft. Even the noted Global Hawks, the Air 
Force’s most advanced unmanned surveillance planes, were operated by pri
vate employees. 77 In the subsequent peacekeeping operations in Afghani
stan, the industry has stayed active in these areas and beyond. For instance, 
the European troops of the International Security. Assistance Force (ISAF) 
were flown in on Russian-made military transport planes leased out by a Lon
don firm, while Afghan president Hamid Karzai is protected by a DynCorp 
security force, made up of roughly forty ex-U. S. special forces troops. 78

In the following antiterrorism operations elsewhere around the globe, 
PMFs played similar roles. For example, in early 2002, the United States de
ployed a military training contingent to the former Soviet republic o f Geor
gia, to help root out radical Muslim terrorists who had taken over the Pankisi 
Gorge. Although led by a U. S. Army officer, the rest o f the training team was 
actually staffed by PMF employees. 79 In fact, for those Taliban and al Qaeda 
members unlucky enough to be caught, they can plan on spending their 
next years housed in a military prison at Guantanamo Bay, built not by U. S. 
soldiers, but by Brown & Root for $45 million. 80

In sum, the examples listed in this quick tour— many o f which will be dis
cussed in the following chapters— provide only highlights o f the extent of 
the privatized military industry. They are intended only to illustrate it 
breadth, not its entirety. The amazing aspect is that military firm activity 
could have been even much greater, if one also considers the very real con
tract offers that did not come to fruition. For example, Nigerian dissidents 
reportedly offered Executive Outcomes $ 100  million to help train and lead 
a rebellion against the Abacha regime. 81 The Kosovar rebels reportedly were 
also interested in the similar services o f Sandline. Closer to home, the Mex
ican government negotiated with Executive Outcomes for help in quelling 
the Chiapas rebellion. The list goes on and on. The “what ifs? ” that these 
contracts provoke illustrate just how extensive the change is in the manner 
one goes about creating military capability.

T H E  B O T T O M  L IN E  A N D  T H E  R E S T  O F  T H E  S T O R Y

The provision of security has long been recognized as the most important 
function o f government. By the start o f the twentieth century, state control 
over the means of violence had been institutionalized through a process that 
spanned centuries. 82 But as long as it took to develop, this cartelization of
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state power has proven to be short-lived.
An overall global pattern is emerging, one of growing reliance by indi

viduals, corporations, states, and international organizations on military ser
vices supplied not just by public institutions but also by the nonsovereign 
private market. The changes that this phenomenon portends are tectonic. 
The emergence of a privatized military industry may well represent the new 
business face o f warfare.

My assertion is not that the state or the public military profession are dis
appearing. It is a far more complex story. For in many areas, the power of 
PMFs has been utilized as much in support of state interests as against them. 
By removing absolute control from government, however, and privatizing it 
to the market, the state’s hold over violence is broken. 83 With the growth of 
the global military services industry, just as it has been in other international 
areas such as trade and finance, the state’s role in the security sphere has 
now become deprivileged. The start o f the twenty-first century has begun to 
see the Weberian monopoly o f the state slowly break down. 84

What makes this industry worthy of study is not just the fact that private 
companies have begun to move onto the battlefield, but also the scope, lo
cation, and criticality of their role in the prosecution of warfare. Not within 
the last two centuries, at least, has there been such reliance on private sol
diers to accomplish tasks directly affecting the tactical and strategic success 
o f engagement.

In sum, radical changes in military relationships are emerging, and so we 
need radical reassessments. With the creation o f an industry o f privatized 
military firms, states, institutions, organizations, corporations, and even in
dividuals can quickly lease military capabilities of the highest level off the 
global market. As will be explored in the following chapters, this opens up 
a world of possibilities, in both policymaking and theory- building. The in
dustry is not only significant but also quite fascinating.
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2 Privatized Military History

Trade must be driven and maintained under the protection and favour 
of your own weapon.. . .  Trade can not be maintained without war, nor 
war without trade.

— Jan Coen, Governor General of the Dutch East Indies Company

H iring outsiders to fight your battles is as old as war itself. Nearly 
every past empire, from the ancient Egyptian to the Victorian 
British, contracted foreign troops in some form or another. Like

wise, the popular literature and entertainment o f nearly every age is replete 
with their stories. 1 In some eras, these private entrants into conflicts were in
dividual foreigners, brought in to fight for whichever side bid the highest, 
known as “mercenaries” in common parlance. In other periods, they came 
in the form of highly organized entities. For both, the important factor was 
their goal: private profit, derived from the very act of fighting.

The following chapter explores the history of private actors in warfare, 
thus laying the groundwork for understanding the present private military 
firm, or PMF, industry. It examines their activities, their significance, and the 
conditions under which they have prospered. O f particular interest is that 
these past military entities often mirrored, or in some cases even initiated, 
the development of the prevailing business forms in general society— trad
ing and military groups organized along tribal or cultural lines, the very first 
companies and written contracts, the rise o f individual entrepreneurs, in
tricate joint stock ventures, and so on.

An important realization of this retelling of military history, from a pri
vatized perspective, is the amazing constancy of such actors in every era. Our 
general assumption of warfare is that it is engaged in by public militaries, 
fighting for the common cause. This is an idealization. Throughout history 
the participants in war were often for-profit private entities loyal to no one 
government.

In fact, the monopoly o f the state over violence is the exception in world 
history, rather than the rule. 2 As Jeffrey Herbst has written, “The private pro
vision of violence was a routine aspect of international relations before the 
twentieth century.”3 Nonstate violence dominated the international system 
in the past and was very much marketized. Indeed, when one takes a broad

9
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view of history, the “state” itself is a rather new unit o f governance, appear
ing only in the last four hundred years. Moreover, it drew from the private 
violence market to build its public power.

Private military organizations particularly thrived in periods o f systemic 
transition. Governments were weakened, powerful military capabilities (of
ten superior to local capabilities) were available on the open market, and 
transnational companies were often the most efficiently organized actors. In 
short, much of privatized military history is reminiscent of the post-Cold 
War world today.

PR IV A T E  W A R R IO R S  IN  A N C IE N T  H IS T O R Y

Men specializing in warfare were likely created at the very first divisions of 
labor among humankind. 1 The constant of conflict in human society meant 
that specialists in it could gain their livelihoods by marketing their relative 
efficiency in the use o f force. They could do so locally or search elsewhere 
for better markets. The consequence is that the foreign soldier hired for pay, 
the mercenary, is an almost ubiquitous type in the entire social and political 
history of organized warfare. 5

At an early date in human history, they organized themselves, because of 
the great advantages o f scale in the use o f violence. *’ Although the orga
nization of military groups in the ancient era varied in place and time, it 
typically was tymocratic (money-based). The earliest urban civilizations con
centrated weapons in the hands of certain groups based on economic sta
tus. Most early governments were unable to develop specialized administrative 
structures or regular armed forces. 7 Instead, trained soldiers were a pre
mium resource, and thus foreign units were valued for the expertise they 
could add to any ancient army. These early hired units, like other business 
ventures of the time, were generally ordered along tribal or cultural lines.

The earliest records o f warfare include numerous mentions of outside 
fighters being employed to fight for ancient rulers. The first official historic 
reference is of mercenaries who served in the army of King Shulgi of Ur (ca. 
2094-2047 B. e . E. ) .  The battle of Kadesh (1294 b . c . e .  ) is the first great bat
tle in history of which we have any detailed account. In this fight, where the 
Egyptians fought the Hittites, the army of Pharaoh Ramses II included units 
of hired Numidians.8

The rest of ancient history is replete with stories of hired, foreign troops. 
Even the Bible tells their tales. The Pharaoh chased the Israelites out of 
Egypt with an army that included hired foreigners, while David and his men 
(when they were on the run from Saul) were employed in the Philistine army 
of Achish.

Although a few of the Greek city-states, such as Sparta, relied on citizen 
armies, it was a general practice for ancient Greek armies to build up their
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forces through the Hire of outside specialists. The most notable included 
units of Cretan slingers. Syracusan hoplites. and Thessalian cavalry. -’ Several 
naval units, including those that fought on behalf of Athens in the Persian 
wars, were also privately outfitted. Xenophon’s famous “Ten Thousand’’ was 
a unit of out-of-work Greek soldiers who were hired to fight in a Persian civil 
war (401-400  b a l e .  ). When their employer, a contender for the Persian 
crown, was killed in the initial battle, they were stranded without pay and 
had to fight their way back across Asia Minor. Their story became the basis
for what is considered one of the first novels in history, an entirely new form/ /
of literature. 10

The Macedonians honed their craft fighting on behalf of the varied 
Greek city-states during the Peloponnesian War (4 31-4 0 4  b . ci. f . ). They 
soon defeated their old clients in the following wars o f King Philip. By the 
end of its conquest o f the Persian empire (336 B. C. E. ), the army of his son 
Alexander the Great had evolved from a largely Macedonian force into one 
primarily made up of hired soldiers. It also contracted a navy of 224 ships 
from the Phoenecians. The successor Hellenic empires similarly guaranteed 
their security by recruiting foreign units rather than using native forces.

In the following period, the Carthaginian empire was almost entirely de
pendent on mercenary troops and saw both the benefits and the costs. At 
the conclusion of the First Punic War (264-241 B. C. E. ), the hired army, 
which had not been paid and was threatened with disbandment, revolted, 
in what was known as the Mercenary War. The rebels were only put down 
when the Carthaginians were able to hire other mercenary units. In the next 
war, however, the Carthaginians returned to a contracted force with great 
success. Hannibal’s army of hired, expert soldiers crossed the Alps and dom
inated the Roman citizen army in the Second Punic War (2 18 -20 2  b . c . k .  ). 
It was never defeated in battle but ultimately was unable to overcome Car
thage’s inferior material position. The war was essentially lost when Rome 
took Carthage’s silver mines in Spain, meaning that the city-state could no 
longer afford to maintain a large hired army. 1 1

Although early Rome was distinguished by its citizen army, it too was 
highly reliant on mercenaries. Even during the Republic period, it relied on 
hired units to fill such specialties as archers and cavalry. They were usually 
recruited from the economically backward areas of the ancient world. For 
example, Rome recruited Numidians, Balearics, Gauls, Iberians, and Cre
tans during the Punic Wars. As the empire grew', the scope of these hired 
units gradually expanded, as it became relatively harder to recruit native Rev 
mans into the force. At the end of the third century c . E. the imperial army 
was more Germanic than Roman. 12 Likewise, the rulers of the follow-on 
Byzantine empire also came to depend on the military expertise o f foreign
ers to fight their battles. These foreigners included the noted Varangian 
Guard, Byzantium’s most elite force, which was made up of hired Norse-
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men. 13 Its Muslim opponents often included hired units as well, including 
the famous Mamalukes, who would eventually take over the rule of Egypt 
and other places. 1 1

T H E  M ID D L E  A G E S : A  R E T U R N  T O  O P E N  M ILIT A R Y  M A R K E T S

After the fall o f the Roman empire, Western Europe sank into the Dark Ages 
and any semblance of a money-based economy faltered. In a world with lit
tle or no governance capabilities, feudalism, the system of layered obliga
tions of military service, became the mechanism by which armies were 
created.

Despite the social underpinnings o f the feudal system, hired soldiers were 
an integral part o f any medieval army. They often filled out the more tech
nical services that short-term feudal forces could not supply. The first pri
vate military organizations that appeared in the period were bands o f skilled 
workers who rented themselves out to the highest bidder. Often, they spe
cialized in some particular weapon, such as the crossbow, which was consid
ered not fit for gentlemen, but required too much skill and practice for 
peasant levees. 13 Later in the period, early firearms and cannon also shared 
the same characteristics. The profession of artillerymen even formed an in
ternational business guild, replete with its own patron saint and jealously 
guarded professional secrets.

The problem of the feudal military system was that the entire process was 
extremely inefficient. Rulers had limited, unspecialized forces on call for 
only short periods o f the year. Most important, they were beholden to their 
own lieges for troops, despite the fact that their lieges were often the very 
opponents that they needed to put down. Thus, feudalism’s social con
straints on military service helped layout the rationale for rulers to turn back 
to relying on hired units.

By the thirteenth century, the revival o f an urban-based commercial econ
omy in Europe began to put money in people’s hands again. Particularly im
portant was the growth of banking. Trading companies emerged in this 
period, and several Italian towns even turned themselves over to private in
vestors to run. 11’ It was in this changing context that the condotta (contract) 
system blossomed. This arrangement, by which military services were con
tracted out to private units, initially was driven by business guilds that saw it 
as reasonable and economical to avoid mobilizing all of society and keep the 
most efficient citizens (themselves) from the waste of warfare. 17 The re
course to hired units was also supported by the nobility, who feared the 
power o f an armed populace and thus preferred mercenaries.

As in almost all developments in the Middle Ages, the Italian cities took 
the lead in reintroducing the practice o f contract units. Venice began by hir
ing out salaried rower-soldiers for its navy during the Crusades (10 9 5 -
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1270), and the evolution to hired ground forces was not far off. The city 
soon developed a sophisticated system designed to prevent its contracted 
forces from gaining too much power. Potential usurpers were carefully su
pervised by dividing contracts among several mutually jealous captains. 
Honors were also bestowed on loyal and successful leaders and their place 
arranged within Venetian aristocracy, so as to integrate them into the old po
litical order.

Interestingly, Florence, which was otherwise one o f the more progressive 
cities, was unique in the Italian cities by lagging far behind the trend toward 
private units. Its humanistically trained magistrates, such as Machiavelli, 
were instead dazzled by Roman Republican institutions.18 For a brief period, 
they built up civic militias, sacrificing military efficiency in their faithfulness 
to old traditions. After their city militia continually lost to smaller mercenary 
armies, Florence too began to employ hired units. 19

The process was not limited to Italy, though. The nature of warfare in the 
period meant that the quality and skill of soldiers mattered much more than 
sheer numbers. 20 Across Europe, rulers began to charge scutagium (“shield 
money,” the cost to equip a Fighting man) instead of requiring the annual 
turnout o f actual feudal hosts. These sums were then used to hire merce
naries. By the end of the fourteenth century, privately organized units had 
largely taken over the field o f battle from their feudal predecessors. The way 
to form an army now consisted of “commissioning” (the term still used to
day to denote the rise to an officer rank) a private individual to raise troops, 
clothe them, equip them, train them, and lead them. In exchange, the or
ganizer received payment and a potential share o f any goods seized in the 
conflict. 21 Many of the military campaigns launched in Aquitaine, Brittany, 
and Normandy in the period were actually some of the first great “joint stock 
enterprises, ” in which private investments were ventured in expectations of 
future shares. 22

The growing market and availability of hirable soldiers meant that war on 
a large scale began to be waged more frequently. 23 By the 1 300s, Italy, Spain, 
and France were the scene of almost constant conflict, and the overwhelm
ing presence of warfare soon permeated all aspects of life. 24

T H E  VERY F IR S T  “ C O M P A N IE S ”

The proliferation of private military forces coincided with rising conditions 
o f instability. These included extreme changes in political orders or when 
standing armies were reduced at the end of a war, which particularly char
acterized the Hundred Years War period ( 13 3 7 - 14 5 3 ) .  Over the years o f on 
and off again campaigning in the war, there was a loosening o f a rigidly de
fined order.

The absence of centralized control created a situation optimal for the private
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soldier. While originally many soldiers hired themselves out as “free 
lances” (the origin of the modern business term), sooner or later the money 
ran out or that phase o f the war came to an end. In either case, the soldiers 
were left without employment. Having no homes or careers to return to, 
many of these soldiers formed “Companies” (derived from “con pane, ” des
ignating the bread that members received). These were organizations de
signed to facilitate their employment as a group or, at the very least, provide 
one another sustenance and protection. They would travel together in 
search o f work, usually in the form o f new campaigns to fight, and support 
themselves along the way by blackmailing towns and villages.

The evolution to the name “Free Companies” was intended as a chal
lenge. 25 In feudalism, the entire society was fastened to a set place in the 
strict hierarchical ladder. However, the period saw the development of a 
larger military class than either the countryside or the available local wars 
could support. If their own principalities were not at war, these impover
ished soldiers broke their feudal bonds and went in search of employment, 
prepared to put their swords at the disposal of the highest bidder. 26 In turn, 
the free companies magnified the failings o f the feudal system and helped 
bring about the complete collapse o f the old order. Feudal ideals of noble 
birth, land as the basis of authority, the church as an unassailable structure, 
and loyalty and personal honor as the only motives for fighting were each 
undermined by the fact that the dominant military actors o f the period were 
private companies of freelance soldiers. 27

The free companies evolved from temporary organizations, essentially 
bands of soldiers whose primary aim was to protect themselves and exploit 
local populations, into permanent military and economic organizations that 
were systematically in the pay of one or more localities. 28 Over time, the 
agreements that they signed with their employers became highly detailed, 
specifying the length and terms o f service, number o f men, and pay. The 
condotta developed into a document of great care, drawn up by the equiva
lent of modern-day lawyers. 29

The companies also developed deliberate marketing strategies, inten
tionally spreading tales o f their fierceness and cruelty. The rationale was to 
create brand awareness o f a sort among potential employers and also deter 
opposition on the field. One company leader wore on his breastplate “Lord 
of the great company, enemy of God, o f pity, and mercy.” Another was proud 
to tell o f how he had once found two of his men arguing over a young nun. 
With Solomon-like judgment, he decreed “half each” and cut her in two. 50

The men of the companies were generally loyal, but just to their unit, not 
to their home country or employer. Contrary to popular images, the hired 
companies were not interested in killing per se and instead generally con
ducted themselves within the accepted professional strictures o f warfare 
when facing other military forces. Since their preoccupation was with
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money, they concentrated on taking prisoners, which would generate hand
some ransoms. This often led to subdued and prolonged battles. At its high
est form, battles between the free companies became something of an art 
form. Encounters were subtle affairs of shock and maneuver, characterized 
by feints and surprises, with the bulk of forces held in reserve until the de
cisive moment. Company leaders had the caution o f true professionals, un
derscored by their heavy personal investment in their own workforce.

Despite the focus on the economics, Machiavelli’s scornful accusation of 
the free companies fighting only “bloodless battles” is not borne out by the 
facts. 31 The majority o f the bloody battles o f the Hundred Years War were 
decided by the companies. Whenever the fighting paused and there was no 
longer employment, the various companies then roamed France at will and 
pillaged and burned those towns that would not pay for their protection.

In France, the king once attempted to wipe out the free companies, but 
the assorted units united into one army and crushed the king’s feudal army 
at the battle o f Brignais ( 1 362). 32 The defeat was a terrible shock to the gov
ernment and created an intense panic throughout the country at what the 
companies might do next. However, the companies could hardly believe 
what they had done. Having no real political agenda, their unity of purpose 
quickly evaporated. Each went back to its individual job  searches, and the 
joint private army dissolved. Eventually, the French kings mounted new cam
paigns against Spain and Hungary just to find the private units some em
ployment and get them out of the country.

By the late 1300s, though, many free companies had already crossed the 
Alps into Italy in search of more constant employment. Italy rapidly became 
the prime marketplace for the companies for two reasons: the large num
ber of warring states and the extreme wealth for the time. Despite their lim
ited geographic size, the many Italian states were actually the great powers 
o f the day. They had extreme wealth, which was importantly not tied to land, 
but rather was in the form of tradable capital. This was linked to the pre
dominance of cities in their social structures, with the added implication 
that the local citizenry was considered productive and not to be wasted on 
the battlefield. 33

The companies soon controlled the battlefields o f Italy, putting their 
swords into service for anyone willing to pay and making life hell for those 
who would not. Among the most prominent was the Great Company, an or
ganization nearly 10 , 000 strong. From 1338  to 1354 , it ran what was essen
tially an Italy-wide protection racket. Other notable companies included the 
primarily English White Company (immortalized in Sir Arthur Conan 
Doyle’s novel by the same name) and the Grand Catalan Company, which 
would later move to Greece and rule Athens for more than sixty veal's. 34

By the end of the fourteenth century, the foreign companies’ success in 
the field led local Italian nobles to mimic their operations. Gradually, the
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foreign companies lost their dominant positions to local enterprises, which 
were at an advantage on their home turf. The new form was known in Italy 
as condottieri, after the name of the contract. These came in all sizes, from 
small hired bands to the large private armies of families such as the Gonza
gas or Colonnas. Other condottieri leaders, such as the Viscounti and 
Sforzas, became politically dominant in the cities that employed them, even
tually seizing control from their employers. ̂ ’

Back in France, the original generating point o f many free companies, a 
number remained active in the border wars that lasted through the period. 
Their dominance was only ended when King (diaries M I was able to exploit 
the despair they caused French merchants. In 1445, he got the growing 
bourgeois class to agree to a special tallage. He used these funds to put a 
number of companies on regular pay and then crushed the remaining com
panies in France. He then kept his companies on long-term hire (rather 
than just for the campaigning season), creating the first standing army seen 
in Europe since the Dark Ages. The result is that the modern French army 
had its origins in the Germans, Scots, and Italians o f the free companies. 30 
The French king’s primary rival, Duke (diaries the Bold of Burgundy, was so 
frightened by this regular force that he quickly imitated it, starting a process 
across Europe. Unfortunately for him, his new regular army was squandered 
in an expedition against the fiercely independent Swiss cantons.

T H E  S W IS S  A N D  T H E  L A N D S K N E C H T S : B E Y O N D  M ERE B U S IN E S S  RIV ALS

The next phase o f private economic actors in warfare began ironically 
enough as a battle for political freedom. The Swiss forest cantons united to 
resist foreign rule in 12 9 1, forming the Swiss Confederation. Fiercely inde
pendent. each town supplied what were essentially citizen-militia, organized 
into units of pikemen. The Swiss pike square, which was in many ways the 
reinvention of the ancient Greek phalanx, ended the dominance of the 
mounted knight on the European battlefield. Armed with 18-foot pikes and 
massed in a square formation, the units could stop a cavalry charge cold and 
then steamroll any other infantry opposition when they got up momentum. 
The pike square’s effectiveness depended on discipline, coordination, and 
a powerful self-confidence, each of which the tough Swiss mountaineers had 
in ready supply.

At the battles of Sempach (1386) and Nafels (1388) the Swiss won great 
military victories against Austrian invaders. Sempach, in particular, sent 
shockwaves through Europe, as a force o f only 1 , 600 Swiss pikemen de
feated the 6, 000-strong Austrian army. These battles dealt major blows to 
noble rule, as they showed the knight to be on the way out. The Swiss fol
lowed these victories with defeats of the Hapsburg emperor (1446) and then 
Charles the Bold’s force at the battle of Morat (1476).
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For the next century, mercenary work became something of a national 
industry for the Swiss. The Swiss innovation was not just in their tactic of the 
pike square, which dominated the battlefield, but also in learning to export 
their special skills. They transferred their experience in warfare (gained at 
no cost to their employers) from their own poor, infertile, and overpopu
lated mountain regions to better-off conflict zones. 37 The system was fairly 
simple. The men of a given valley or village would emigrate as a group, in 
effect an organized, cohesive combat unit, and hire themselves out to any 
one willing to pay for their services. 38 Like the previous free companies, the 
first Swiss units crossed south into Italy and found great riches in the ongo
ing fighting there, inspiring others to follow suit. The canton governments 
tried to regulate the business but essentially laid down only one rule: that 
Swiss regiments not fight each other. When they did find themselves on op
posite sides, whichever group had first received the contract was allowed to 
stay on the field, leaving the other employer truly in the lurch.

The Swiss mercenary units soon earned an unrivaled reputation for their 
skill and courage and would serve for hire in other armies for centuries to 
come. Much of the time, the Swiss had a particular business understanding 
with the crown of France. The French king relied on them to make up the 
bulk of his infantry and also his personal bodyguard. Swiss regiments served 
in the French force until just after the Napoleonic Wars. Even today, the Swiss 
mercenary tradition lives on. The Pope is protected by the Swiss Guard, the 
evolution of a regiment hired in 1502 to fill out the forces o f Pope Julius II.

Similar to the present environment, the barriers to entry for organizing 
a military unit were quite low, so successful ventures were rapidly copied and 
marketed. A particular case in point is that of the landsknechts, mercenary 
organizations from South Germany and Austria. Upon seeing the success of 
their neighbors, similar business enterprises were soon organized in these 
areas, often with the sanction of the Hapsburg ruler.

The most common foe of the landsknechts were Swiss mercenary units, 
who held a special contempt for them, feeling they were poor copies, who 
had essentially stolen their brand. Unlike most battles between hired forces, 
no quarter was given when these two types fought. The main difference of 
the landsknechts from the Swiss units was that they were not so socially or
ganized. They were generally recruited with no regard to hometown and 
were drawn from a broader social spectrum. German nobility did not scru
ple only to raise and organize the units, but also served in the ranks. There
after, to “trail a pike” became a perfectly acceptable form of activity for the 
nobly born in Germany and later England. -39

Although they had started out as inferior fighters, by the end of the pe
riod, the landsknecht companies begin to outclass their traditional Swiss ri
vals. For the landsknechts, war was a purely business proposition and had no 
ties to domestic social institutions; thus, they more easily adapted to the
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changing requirements of war. Whereas the Swiss remained highly special
ized, using just the pike and edged weapons, the landsknecht organizations 
diversified, adding artillery units and then personal firearms. The market 
supremacy of the Swiss finally came to an end at the battle of Bicocca (1522). 
A much smaller contingent of landsknechts killed over 3 , 000 Swiss merce
naries, using earthworks, attrition, and the newly developed arquebus guns. 
It was this flexibility that allowed some landsknecht companies to endure 
into the period of Thirty Years War and beyond. 10

M ILIT A R Y  E N T R E P R E N E U R S  A N D  T H E  T H IR T Y  Y E A R S W A R

By the seventeenth century, the conduct o f violence was a capitalist enter
prise that was little different and in fact highly intertwined with other in
dustries. Indeed, “war became the biggest industry in Europe.”41 As such, 
wealth and military capability went hand in hand; or, as the French put it, 
“Pas d ’argent, pas de Suisses.” 12

European armies of the period often were simple amalgamations of hired 
mercenary companies, all with their own specialties. “Albanians” (a general 
term for Eastern Europeans and Greeks) were valued as light cavalry. The 
Scots and Gascons were often found as mercenary infantry (the Gascons had 
a tradition as crossbowmen and adapted nicely to firearms). The Swiss pike 
units stayed in the market (though no longer dominating), as did the Ger
man landsknechts and reiters (cavalry pistoleers). For the most part, “patri
otism” was a meaningless concept to the average soldier of the period.

Particularly prominent in the business of war was the new class o f military 
entrepreneurs. These were individuals (sometimes bourgeois, sometimes 
petty nobles) who recruited and equipped military units at their own cost 
and then leased them out, akin to pieces of property. This private trade in 
military units allowed rulers to wage war on a considerable scale, while avoid
ing the need to make major reforms in their administrative and fiscal sys
tems. Among the more prominent military entrepreneurs were Louis de 
Geer, an Amsterdam capitalist who provided the Swedish government with 
a complete navy (sailors and commanders included); Count Ernest Mans
field, who raised an army for the Elector Palatine in 16 18 and then put his 
sword at the hand of the highest bidder; Bernard von Weimar, who raised 
armies first for Sweden and then for France, and most famously, Count Al
brecht von Wallenstein, who through the military’ business became the 
wealthiest man in all of Europe. '13

Wallenstein converted his personal estates into a vast complex of ar
mories and factories, and his army soon conquered most of what is now Ger
many and the Czech Republic. His was not just a powerful army but also “the 
biggest and best organized private enterprise seen in Europe before the 
twentieth century.. . .  Its structure mirrored that o f contemporary soci
ety.”44 Much like a modern-day corporation, all the force’s officers had fi-
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nancial stakes in the operations and each counted on rich returns on their 
investments.

Although the concept of individual brokers dominating the trade of war 
is a bit jarring to our current notions of a national military, in fact the “state” 
is a fairly new emergence in the overall flow of history. It was not until the 
seventeenth century that the use o f official armies, loyal to the nation as a 
whole and not to the specific rulers or houses that led it, took hold in Eu
rope. The Thirty Years War (16 18 -16 4 8 )  was in many ways a turning point 
for these historic tides.

During that war “by and large, the military forces o f even' country con
sisted of mercenaries, ” and almost all the battles were fought completely by 
hired units. 41’ In fact, the entire military outlay of the warring sides was of
ten little more than solde— the stipend paid to mercenaries for their cloth
ing, food, arms, and powder. 10 Even in the army of Gustavus Adolphus, 
which revolutionized maneuver warfare, hired foreigners made up 90 per
cent of the total.

These units took to living off the land, leaving the countryside devastated
in their wake. The system worked best if the hired forces were used in of
fensive operations in foreign provinces; if not, the fiscal costs saved by con
tracting-out were offset by the higher social costs to the employer resulting 
from the burden that such units placed on local populations. 1' Leaders 
made sure to keep them away from their homelands whenever possible.48

The ultimate result o f the Thirty Years War, however, was that the concept 
of sovereignty won out against that o f empire. The Hapsburg family’s power, 
which had personified the rule by personal empire, was broken, and indi
vidual national units began to encroach on its rule. The war had been so 
devastating that the only conceivable resolution was to let each nation de
cide its own internal matters. The following Peace of Westphalia in 1648 so
lidified the emergence of the state by enshrining the importance of 
sovereignty over affairs within borders.

T H E  ST A T E  T A K E S  O V ER  T H E  M ILIT A R Y  M A R K E T

It was in this context that hired armies of foreigners began to be replaced 
by standing state armies made up of citizens. The ultimate inflection point 
of this change were the Napoleonic wars starting at the end of the eigh
teenth century. Although hired troops were present through the 1700s, this 
period saw the wars of kings finally evolve into the wars of people.

Although individual combat skill had mattered more than numbers in 
the earlier periods, the level of warfare began to increase, in order to take 
advantage of new economies of scale on the battlefield. The basic cause was 
that continued technological development of firearms provided a mayor re
duction in the required length of training. Whereas weapons such as cross
bows and the early handguns and arquebus needed years o f preparation, an



individual could become an effective musketeer after a fairly short period 
of training. 40 Thus, large numbers of soldiers could be more readily ac
quired by the conscription of citizenry than by outside hiring. The musket 
then became a dominant battlefield weapon. It was less costly in terms of 
bringing forces unto the field and more effective in massed infantry forma
tions. The consequence was that the “the decline of mercenary warfare co
incided with the emergence of large armies as the scale o f warfare began to 
increase.”50

The mass army that began to take the field was both a cause and an effect 
of the organizational form of the state. Numerical advantage now mattered 
more. So states with large armies could expand territorially, which made 
their power even greater. This expansion, along with the costs o f maintain
ing now larger standing armies, required the ability to extract resources ef
ficiently, which led to the practice o f taxation. 51 This, in turn, required the 
dramatic growth in size and power o f the centralized state apparatus. Small 
kingdoms and other nonterritorial political entities, such as the German 
principalities and the Vatican, simply could not compete and either disap
peared or receded into other nonmilitary arenas.

An added simple economic rationale was that the constant costs o f dis
banding and then later reenlisting hired forces were often prohibitive, as 
were the costs o f relying on outside entrepreneurs, whose reliability was 
questionable. In the closed campaigning seasons, foreign contract soldiers 
also often found other, less acceptable ways o f making a living. They were 
no longer extracting wealth from unvalued peasant lieges. With the emer
gence of states, their living off the land now harmed the prosperity o f their 
employers’ new tax bases. 52

Eschewing private forces was also a functional response to international 
demands, both strategic and normative. After the victories o f French revo
lutionary forces against the hired professional forces o f Austria and Prussia, 
states realized that they could no longer keep the old, militarily inefficient 
system, even if meant turning over some power to the public. After the shock 
of defeat and occupation after the battle o f Jena ( 1 806), Prussia completely 
revamped her forces into citizen armies and was quickly able to return to 
the war and help defeat the French forces. Once this path became an in
ternational model, it provided the new commonsense starting point for how 
other militaries should be designed using citizenry. 55 Although the domes
tic tradeoff was risky to their security as rulers, the adoption of a citizen army 
was seen as the internationally efficient and necessary outcome for those 
states that sought to survive. -’4

It is evident, though, that the practice o f war also changed as a response 
to changing notions of nation-state identity-.;; As the Enlightenment took 
hold, ideas o f the social contract, the prestige o f natural science, and ratio
nalism provided a new way of thinking about the relationship o f state to sol-
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diet's and citizenship to service. Unlike in earlier centuries, when feudal 
arrangements and then military companies prevailed, people were more 
willing to fight as citizens than as subjects. Those who fought for profit, 
rather than patriotism, were completely delegitimated under these new con
ceptions.

As part o f this process o f recasting exactly what was a state, weak nations 
also began to assert claims regarding the impermeability o f their borders. 
But in claiming that their sovereignty was more substantial than in the past 
and intervention in their domestic affairs was illegitimate, they “could no 
longer buy an army or navy from the international system.”; f They had to 
be able to show they could defend themselves without having to hire exter
nal help.

Finally, the new connections between citizen and state also meant that cit
izens were perceived as representatives o f their home state. As citizen armies 
became the new norm, states also began to pass neutrality laws, which pro
hibited their citizens’ enlistment in foreign armies. The rise o f this institu
tion of neutrality was also driven by state rulers’ interest in controlling their 
power over society. As part o f their monopolization of the authority to de
ploy forces, they had to accept responsibility  for violence emanating from 
their own jurisdiction. This helped to dry up the supply o f private foreign 
forces, as rulers could no longer distance themselves from actions of their 
citizens while still professing neutrality. 57

In short, by the 1700s, the entire structure o f war had begun to evolve in 
the direction of the impersonal, bureaucratic state. While Queen Elizabeth 
I had to enter into commercial contracts with her own subjects in order to 
raise a nan- to stop the Spanish Armada in 1588, a hundred years later such 
a system was unimaginable. By the 1700s, the conviction began to grow that 
if rulers went to war for personal profit they were little better than crimi
nals. 38 The state’s increasing monopoly over the business o f war was also felt 
overseas. Before, states could fight in Europe, while their colonial businesses 
could still stay at peace or vice versa. By the mid-1700s, this had changed, 
another result of the extension of state power. A further illustration o f the 
shift from private wars was the different treatment meted out to prisoners. 
Captured soldiers were once seen as private property, with ransoming being 
part o f the economic rationale behind military enterprises. By the Seven 
Years War (17 5 6 -17 (13 ) , this practice that had guided tactics in earlier pe
riods was anathema. 59

The French Revolution and ensuing Napoleonic wars ( 17 8 9 - 18 15 )  sig
naled the end of hired soldiers playing a serious role in warfare, at least for 
the next two centuries. The citizen revolt and the decades of war that fol
lowed heralded a new era for military-, political, and social history. Nation
alism and the power of a society at arms proved to be overwhelming forces, 
particularly in the hands o f skilled generals such as Napoleon and Blucher.
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More important, the state apparatus had finally begun to evolve into an ef
ficient and capable means of governance, weakening the power o f actors 
outside its control.

M E R C E N A R IE S  IN  T H E  A G E O F  R E A S O N

This phase-out o f private units was gradual and incomplete, however, lasting 
well into the 18oos and the Concert of Europe. Many professional militaries 
remained highly disassociated with the nation they served. Wellington’s 
army at Waterloo, for example, had large numbers of hired units from the 
German states, and as late as the Crimean War in 1853, the British hired 
16 , 000 Swiss and German soldiers. 60 Likewise, private business ventures still 
played a variety o f large-scale military roles in regions outside the European 
state system, including contracted units that fought during the breakdown 
of Chinese Imperial rule and the charter trading companies. 61

The typical European army of the 1 700s reflected this mix and was truly 
a multinational force. Hired foreign forces constituted from 25 percent to 
60 percent o f all land forces. Venetian diarist Marin Sanuto referred to the 
armies o f his time as “Noah’s Ark Armies, ” in that they contained at least two 
of every kind. Likewise, the prize system of payment meant that the navies 
o f the period were also filled out with outsiders. For example, one-third of 
the Dutch navy was French; there were also more French than Italians in the 
Genoese navy; in the Russian navy only 10 percent o f the officers were Rus
sian; even up to the late Victorian period almost half o f the Royal Navy was 
non-British. 6-

For some soldiers in this period, being a mercenary was an economic ne
cessity. After the 1688 “Glorious Revolution” in England, when Protestant 
William of Orange drove out Catholic James II, many of James’s forces fled 
to France and formed units within the French Army. Similar experiences oc
curred after failed rebellions in Ireland and Scotland, with the most notable 
exile mercenary unit being the Irish Wild Geese regiment that worked for 
French and Spanish kings. 6'5

The most vaunted army of this period, the Prussian army, exemplified the 
prevalence of mercenaries. Even by the end of Frederick the Great’s rule in 
the 1790s, more than half of the soldiers in its army (over 200, 000) were 
hired foreigners. These included the corps d ’elite unit of 7-footers, who 
were specially tracked down over Europe for their height, regardless o f their 
nationality. 61 The fact that more than 80 percent of all royal revenues went 
to this outsized and almost foreign army accounted for the often-quoted 
quip by the Marquis de Mirabeau that “Prussia is not a state with an army, 
but an army with a state.”

A new development in the military market in the 1700s was the entrance 
of states as business competitors. That is, many of the economically weakest
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powers in the period needed a way to build up their budgets. So, they took 
to hiring out their own militaries to fight others’ wars. The most notable was 
Hesse-Kassel in Germany, which was almost completely subsidized by the 
contracts its army had with the Netherlands, Venice, and England.

During the American War of Independence, the British government did 
not have the troops both to maintain its worldwide colonial obligations, in
cluding holding down ever-simmering Ireland, and also defeat the numer
ous American patriot forces. Its allies, such as Russia, refused to loan it 
troops to put down what they saw as an internal peasant revolt. So Britain 
turned to the international market, primarily the German principalities. In 
all, 29, 875 hired German troops crossed the Atlantic. Approximately two- 
thirds were from Hesse-Kassel, so the formations were all called ‘‘Hessians” 
by the Americans. (Some of the more prominent figures on the American 
side were also contracted foreign soldiers, such as Baron Von Steuben, 
whose military training at Valley Forge is credited with turning the Conti
nental Army into a true fighting force. )65)

As history shows, the Hessian experience did not turn out as their British 
employers anticipated. Rather than intimidating the American rebels into 
submission, news o f the contracts signed with the German states was one 
of the factors that fomented the Declaration o f Independence by the 
colonies. 66 Once deployed, the Hessians acted with barbarity in the early 
fighting in New York, helping to galvanize undecided colonists against the 
British. In turn, Washington’s men defeated Hessian detachments at Tren
ton and Princeton (1776), energizing the American cause. In fact, many of 
the Hessian troops found that life in America compared quite nicely to Ger
many and by the end of the war roughly a third of the force deserted.

The general point is that although the historic trends were building 
against it, the mercenary trade remained a fully legitimate practice well into 
the 1 700s.. As such, the military labor market was internationalized. All states 
used hired units in some form or another and many were completely reliant 
on them. Indeed, the system was so globalized that one German noble 
(Count Wilhelm zu Schaumburg Lippe Bueckburg) even established an in
ternational military academy, where officers o f all nations could receive 
training, pool their experience, and pass on the rules o f the game to the next 
generation. 67

The interesting aspect is that contract armies endured throughout this 
period not because o f their military efficiency but rather because o f political 
expediency. Frederick the Great’s military may have been completely de
pendent on them, but he was of the opinion that soldiers for pay had “nei
ther courage, nor loyalty, nor group spirit, nor sacrifice, nor self-reliance.”68 
He also conceded that an army o f patriotic citizens would be more effective 
and cheaper than his own. Like the rest o f European rulers, however, he was 
unwilling to risk the redistribution of political power that conscription
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would force.

T H E  C O R P O R A T E  FR EE H A N D : M ILIT A R Y  B U S IN E S S  V E N T U R E S  
O U T S ID E  T H E  ST A T E  SY STEM

Private businesses also began to take on military roles outside of govern
ments through the charter company system. In this arrangement, joint-stock 
companies were licensed to have monopoly power over all trade within a des
ignated area, typically lands newly discovered by the Europeans. Such pref
erence was given not only for political reasons (for rulers to reward domestic 
supporters or to give national ventures an advantage over foreign competi
tors) but also because a prior monopoly advantage was thought necessary to 
counter the uncertainties o f engaging in risky, large-scale activity in distant 
lands.

The two most noted of such ventures were the Dutch East India Company 
and the English East India Company. The Dutch company formed in 1602 
and was granted privileges in its charter that no Dutch citizen operating out
side the company could trade in the Indian Ocean area. Similarly, the En
glish East India Company started with a stock offering in 1599. It was 
granted exclusive trading rights by the English crown in the same area. 69

While nominally under the control of their license back home, abroad, 
the charter ventures quickly became forces unto themselves. They not only 
dominated the business networks (monopolizing trade in spices such as nut
meg, cloves, cinnamon and pepper, tea, and, later, silk, Chinese porcelain, 
gold, and opium) but also acted to ensure their own military protection. 70

Thus, it was not uncommon for private charter companies to take on the 
trappings of a state. They became quite curious institutions where all the an
alytical distinctions between economics and politics, nonstate and state d o  
mains, property rights and sovereign powers, and the public and private 
broke down. 71 Indeed, the Dutch company’s charter explicitly provided for 
its own broad powers of war and other forms of sovereignty. 72 As the com
pany was described in the Universal Dictionary in 17 5 1 ,

One of the reasons why the Dutch East India company nourishes, and is be
come the richest and most powerful of all others we know of, is its being ab
solute, and invested with a kind of sovereignty and dominion.. . .  [it] makes 
peace and war at pleasure, and by its own authority; administers justice to 
all;. . .  settles colonies, builds fortifications, levies troops, maintains numer
ous armies and garrisons, fits out fleets, and coins money. 7: 1

Such firms not only posted huge profits by controlling the trade between 
East and West but also controlled armed forces and territory that dwarfed 
those of their home states. The English East India Company hired a mix of 
British, German, and Swiss mercenaries, as well as local Sepoy units. By 1782,
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the company’s army was over 100, 000 men, much larger than the British 
army at the time. The Dutch company also grew from its modest beginnings 
and soon had more than 140 ships and 25, 000 men permanently under 
arms (mostly Japanese mercenaries and hired German units).

The key, though, was that the areas where the charter companies took on 
military functions all fell outside the established order o f the European state 
system. The growth in the power of the trading companies came at the same 
time as the collapse of local governance structures in what were considered 
colonial areas (such as the fall of the Mogul empire). The companies arrived 
in the midst o f local chaos with superior technology and organization (par
allels to PMFs today). The resulting actions they took to protect their own 
interests— building forts, establishing markets, recruiting local mercenary 
armies—soon led to their political control o f the entire Indian subconti
nent. 74

The initial activities o f the trading companies illustrate how they used 
their military operations to force out trade competitors. 7-'* The English com
pany’s first entry into the Indian market was in the form of naval interven
tion to aid the Mogul emperor against Portugal. The company’s ships sank 
most of the Portuguese fleet in the region. In doing so, it secured the 
Mogul’s alliance and exclusive trading privileges. It later did the same in the 
Persian Gulf region. The only problem was that the company’s actions were 
in direct opposition to the English government’s diplomatic aims back in 
Europe. The company had been directly told by King James I to avoid un
provoked attacks on the Portuguese as he needed their alliance, but it chose 
the path of profit instead. The Dutch approach was similar. They militarily 
eliminated Portuguese and Spanish markets and also aimed at new areas, 
such as what is now Indonesia. If local leaders refused to trade with them, 
they were punished with bombardment and invasion.

Military activities were an essential part o f trading companies because 
they helped improve profits. As their forces grew larger and all the untapped 
markets had been opened, however, they increasingly came into full-blown 
conflict, particularly on the Indian subcontinent. In 1757 , prompted by re
venge for the “Black Hole of Calcutta” affair (after the fall o f their trading 
fort to the local Bengal leader, who was allied with the French East India 
Company, 63 men of the EIC were locked in a 14-by-1 8-foot prison cell 
where they died), the English company moved to take all o f the Indian trade 
by force. It defeated the Dutch company in a land and sea battle in 1759 and 
drove out the French in 17 6 1. The French company dissolved, but the 
Dutch company lasted another half century, still controlling markets in Java 
and Borneo.

Surprisingly, the firms’ engagement in warfare did not hurt their bottom 
lines but instead proved quite rewarding. For example, news of the English 
East India Company’s capture o f the French fort of Chandernagorre in 1757
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drove its stock price up 12 percent in the London market. 7'* The overseas 
enterprises opened up by the firms’ military prowess were undeniably lu
crative.. After 1634, the Dutch company paid a regular annual dividend that 
fluctuated between 12 percent and 50 percent on the initial investments. 77

Nonetheless, the outsourcing of trade controls to private companies had 
unintended consequences, particularly as the firms often engaged in activi
ties that were contrary to their home government’s national interests. Simi
lar to the previous example of the English East Indies Company attack on 
the Portuguese garrisons in India despite specific government orders, the 
Dutch West Indies Company involved the Dutch government in an ill-judged 
and prolonged land war with Portugal in Brazil. Even worse, when Portugal 
sued for peace, the company lobbied hard against the treaty. Its directors ar
gued that the company had profited handsomely by the war, and thus it 
should be continued. 78 Business rivalry in India was also a primary cause of 
the Dutch-English wars o f the 1660s.

Ultimately, though, the trading companies began to weaken as the polit
ical environment stabilized. Times changed, and the firms became victims 
of their own earlier successes. As one English politician of the time put it, 
“The affairs of this company seem to have become much too big for the man
agement o f a body of merchants.”79 Likewise, as their rivals disappeared and 
local rulers no longer required constant deterrence, the large military in
vestments the firms had made stopped paying off. (Eventually, sustaining 
company-owned forts, armies, and so on took from 50 percent to 70 percent 
of the Dutch firm’s revenue. )80

By 1799, the Dutch East India Company had begun to lose money and 
dissolved during the crisis o f the Napoleonic Wars. The English East India 
Company lasted longer, but in the 1830s the British government broke its 
monopoly on trade with India. The company became financially insolvent, 
but was kept in existence by the British crown to function as the government 
of India. The simple reason was that no one could quite agree on how to re
place the firm’s rule. This compromise ended in 1857, when the firm 
equipped its army with the new Enfield rifles. A rumor spread that the car
tridges were greased with beef fat— thus defiling any Hindu, and the com
pany’s Indian regiments mutinied. Eleven thousand Europeans were 
massacred in the “Sepoy Mutiny.” Now powerless, compared to its earlier po
sition, the firm was forced to call in British Army troops to save itself. The 
shocked British public seized on the company as a scapegoat. In 1858, the 
British government called in the firm’s £ 10 0  million debt. It seized the com
pany’s territorial possessions as collateral payment. Thus the British em
pire’s “Jewel in the Crown” was actually bought in a bankruptcy sale.

The length o f the charter companies’ histories is striking, particularly 
when one compares them to the longevity of most states. The Dutch East In
dia Company lasted 194 years; the Hudson’s Bay Company, 200 years; and
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the English East India Company, 258 years. Even afterward, the historic con
tinuities of companies at arms in nonstate areas such as sub-Saharan Africa 
continued. During the rubber boom in the Belgian Congo at the turn o f the 
twentieth century, the entire system was militarized, with each rubber com
pany having its own contracted forces. 81 Rhodesia was ruled by a private 
company until 1924, and large parts o f Mozambique were controlled by the 
Niassa and Mozambique Companies until the 1930s.

T H E  IN D IV ID U A L IZ A T IO N  O F  T H E  P R IV A T E  M IL IT A R Y  M A R K E T

By the twentieth century, though, the charter companies were largely gone, 
and the state system and the concept of sovereignty had spread across the 
globe. With them, the norms against private soldiers began to build in 
strength as well. Having once been large integrated enterprises, the primary 
player in the private military market became the individual ex-soldier, what 
we now- conceive o f as mercenaries. Such men would hire themselves out on 
an informal basis, usually to rebel groups or businesses operating in weak 
state zones, such as Latin America, China, and, later, Africa. Many were 
swashbucklers in the mold of a by-gone era, interested more in the adven
turer’s lifestyle than any long-term results. Once at the center o f warfare, by 
the start of the twentieth century, the international trade in military services 
was marginalized and mostly pushed underground.

The heyday of these mercenaries was during the decolonization period 
in the 1950s and 1960s. They were most notable during the war in the 
Congo from 1960 to 1964, where private units hired by mining firms fought 
in support of the Katanga secession. These groups were known by the nick
name “Les Affreux” (“The Terrible Ones”) and included such notorieties as 
the Irish-born commando “Mad” Mike Hoare , and Frenchman Bob Denard. 
Denard would later lead a series o f violent coups in the Comoros Islands and 
the Seychelles from the 1970s on; his last coup attempt was as recent as 

1 9 9 5 .  82
Colonial interests who wanted to remain influential in their old stomp

ing grounds funded these mercenaries. There was also a strong link to the 
South African apartheid regime. The use o f mercenaries thus became a sym
bol o f the racism that hindered the self-determination of the new states, fur
ther strengthening international opinion against private actors in warfare. 83

Nonetheless, the modern individual mercenary remains a player in war
fare even today. For example, more than 30 , 000 Russian mercenaries have 
fought in the various wars in the former Soviet Union and more than 2, 000 
Russians fought in the former Yugoslavia. 81

O

Some governments continue to hire foreign soldiers on a limited basis. 
The French government maintains the Foreign Legion as one of its elite 
forces, while Gurkha regiments, made up exclusively of Nepalese citizens,
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serve on behalf o f the British and Indian governments. 85 The United Arab 
Emirates relies almost exclusively on soldiers hired from Oman, Yemen, Jor
dan, Pakistan, and Great Britain. 8*’ Likewise, the Solomon Islands hires sol
diers from Fiji and (heat Britain. 87 Thus, the mercenary trade no longer 
dominates, but it certainly is still present.

T H E  O V ER A LL  H IS T O R Y : P A T T E R N S  O F  P R IV A T E  M IL IT A R IE S

In looking back at the history of private actors in warfare, a few patterns be
come evident. The first is that the demand for hired troops has been linked 
to whatever is the prevalent nature o f warfare. When quality mattered more 
than quantity, the activity and significance of mercenaries was typically 
higher, primarily because skilled professionals were superior to ill-trained or 
citizen soldiers. When quantity was the dominant factor and conscripts 
could be just as effective, hired troops’ role in major wars declined. 88

The second is the complementary relationship of mass military demobi
lization in one zone to new wars in other weaker state zones. These are also 
likely to be areas where the effects o f quality would be felt more. The result 
is a supply and demand dynamic of warfare that has prevailed over and over 
again. 89 One can even map out the flow of conflict by the movement of de
mobilized or defeated military officers as far back as the end of the Pelo
ponnesian War and the rash of ancient wars that followed elsewhere in the 
Mediterranean world. 90 Similarly, the Spanish expansion into the Americas 
and Italy was driven by a surplus of soldiers created by the end of the Re
conquista. 91 Disenfranchised, losing sides drove much of such surpluses. Af
ter their failed revolts in the late 1700s, many Poles fought for America, 
France, and even Haiti. Latin American independence from Spain was 
driven by foreign veterans of the Napoleonic Wars. The U. S. army in the 
Civil War benefited from officers fleeing the failed 1848 revolts in Europe. 
After World War I, veterans flocked to the wars in China and later Spain, 
while after World War II, a large number of Germans ended up fighting for 
their old adversaries in the postcolonial wars (for example, more than 80, 000 
Germans, mainly ex-Waffen SS, served with the French in Vietnam and Al
geria), 92

The third pattern is that private military actors thrive in areas o f weak gov
ernance. This may be when a large number of states are in close proximity 
but militarily unable to secure their own territory. Or, it may be when a large, 
ramshackle empire is under ineffectual central control and torn by political 
and ethnic divisions. 95 In either situation, private military forces, particu
larly those efficiently organized along business lines, proved able to become 
major players in sustaining and benefiting from violent conflicts.

The final pattern is the frequent linkages between private military orga
nizations and other business ventures. In some periods, the lines between
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the two were indistinct, while in others there was clear differentiation. What
ever the form of the business alliance, synergies often resulted, enabling 
both military successes and greater profits. The advantage of such ties con
tinued to be relevant well into the early twentieth century, again primarily 
in weak state areas. 9'1

There is, however, a more important concluding point to take away from 
this tour through privatized military history. As the myriad of examples il
lustrate, the “contemporary organization of global violence is neither time
less nor natural.”9: ’ At numerous stages in history, governments did not 
possess anything approaching a monopoly on force. Instead, rulers were of
ten highly reliant on the supply of military services from business enter
prises. Private actors, such as free companies, contracted units, military 
entrepreneurs, and charter companies played key roles in state-building and 
often served governmental interests. These organizations also had the ten
dency to become powers unto themselves, however, and often grew superior 
in power to local political institutions, particularly in areas of weak gover
nance.

In sum, the lines between economics and warfare were never clear-cut. 
From a broad view, the state’s monopoly o f both domestic and international 
force was a historical anomaly. Thus, in the future, we should not expect that 
organized violence would only be located in the public realm.
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3 The Privatized Military Industry 
Distinguished

Thai era, the era of Mad Mike Hoare, Black Jacque Schramme. and Bob 
Denard, is finished. . .  "We are an international business like any other 
business, ” a pin-striped, bespectacled and utterly harmless looking cor
porate head told us.. . .  “We go where we are wanted and where people 
can pay our fees.”

“Soldier of Fortune— the Mercenary as Corporate Executive, ”
African Business, December 1997

A lthough certain parallels exist between the past private military or
ganizations and even present-day mercenaries, the current wave of 
PMFs has some fundamental differences. In the wake of globaliza
tion and the end of the Cold War, the private military market has expanded 

in a way not seen since the 1 700s. It has also been religitimated to an extent, 
or, at least, opened back up to allow a nearly public trade.

The essential difference is the corporatization of military services. PMFs 
are structured as firms and operate as businesses first and foremost. As busi
ness entities, they are often linked through complex financial ties to other 
firms, both within and outside their industry. In fact, many o f the most ac
tive PMFs, such as Armorgroup or Vinnell, are openly part o f broader multi
national corporations. 1

M E R C E N A R IE S : A  LESS T H A N  ID E A L  T Y P E

No clear consensus has been reached on how to define mercenaries. In the 
public imagination, they are the men depicted in such films as “The Wild 
Geese” or “The Dogs of War”— freelance soldiers of no fixed abode, who, 
for large amounts of money, fight for dubious causes. The very word “mer
cenary” has certainly acquired an unflattering connotation. In the general 
psyche, to be “mercenary” is to be inherently ruthless and disloyal. 2

However, this j udgment does not provide a usable definition of the prac
tice o f selling military services. Webster’s Dictionary provides a more formal de
scription, defining a mercenary as “a soldier hired into foreign service.”3

4 0
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However, this characterization is too broad, as it also includes any foreign 
units serving within national forces, such as the French Foreign Legion, and 
any number of volunteer soldiers who received stipends, such as the Inter
national Brigade that fought in the Spanish Civil War. One would be hard 
pressed to include such forces in the same vein as Les Affreux, extolled in 
the early issues o f the trade magazine Soldier of Fortune (who would seem to 
be the prototypical mercenary type if there ever was one).

The Geneva Conventions perhaps provide the best general description, 
defining a “mercenary” as a foreign person who, despite not being a mem
ber o f the armed forces in the conflict, is specifically recruited in order to 
fight and is motivated essentially by private gain. However, the legal desig
nation that this international law draws from has its flaws. Due to political 
compromises among the signatory states, the negotiating parties later added 
overly specific descriptions that limited the definition o f mercenaries. The 
conventions were amended to define mercenaries as only operating in in
ternational conflicts (some state parties wanted to use them internally), 
when, obviously enough, hired foreigners can and do fight in internal con
flicts.4

For our purposes, a more analytic and balanced definition of a merce
nary must involve several critical facets. There is general agreement that 
mercenaries are individuals who fight for employers other than their home 
state’s government. Equally important is the fact that their motivation for 
fighting is economic gain; this “cash nexus” is what distinguishes a merce
nary from a volunteer soldier.5 The classicist Y. Garland expanded on this by 
defining a mercenary as a professional soldier whose conduct is dictated not 
by membership in a political community, but above all by the desire for 
gain.6 The mercenary’s loyalty is only governed by his contract, not by any 
greater or permanent cause or duty. U nlike other soldiers, they are neither 
serving country, nor protecting family or home, nor fighting for a greater 
force that they believe in; they simply harbor an open commitment to war 
as a professional way o f life.7 That is, their occupation entails a certain de
votion to war itself, in that their trade benefits from its existence. Although 
soldiers often serve to prevent wars, mercenaries require wars, which neces
sarily involves their casting aside a moral attitude toward war.

As a result o f this differing motivation, mercenaries are distinguished 
from other foreign soldiers by their independence as well. For them, there 
is no “military servitude, ” which the soldier-turned-poet Comte de Vigny de
fined as an essential part o f professional soldiering. 8 Mercenaries are un
der no obligations other than to their own economics. Unlike those who 
serve within national armies, they can leave military life whenever they 
choose. Their relationship to the cause they fight for is that o f employee 
and nothing more. This distinguishes them from the more formal foreign 
units, such as the Gurkhas and the French Foreign Legion, that are 
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integrated into national forces and whose members are held under the powers 
of military law.

The manner in which mercenary forces are recruited and then organized 
is another useful, distinguishing factor. The mercenary trade operates out
side legal parameters. Thus, recruiting by modern-day mercenaries is done 
obliquely. For example, in setting up a mercenary force for operations in the 
Congo in the 1960s, Mike Hoare found his soldiers by posting thinly veiled 
classified ads in newspapers. 9 The result of this inefficient system is that re
cruiting for mercenaries often pulls in a true mixed-bag of soldier. Hoare, 
for example, openly complained that in his mercenary force “there was too 
high a proportion of alcoholics, drunks, booze artists, bums and layabouts, 
who were finding it difficult to get a job anywhere else and thought this was 
a heaven sent opportunity to make some easy money.”10

A further consequence is that, on occasions where mercenaries are or
dered into units, their organizations are completely ad hoc. Few mercenary 
soldiers will have worked together, and there is little or no joint training, 
doctrine, or coordination. They tend to operate in loose, small units. Being 
neither legally nor contractually bound, they also have a limited hierarchy, 
making command inherently weak, particularly given the minimal controls 
any leader could place over a force that has only the weakest of short-term 
obligations.

The end result o f this extemporized grouping is that modern mercenary 
formations are limited in their capabilities. Most are unable to provide any
thing other than direct combat support at the small-unit level and some lim
ited introductory military training. They certainly do not have the skills, 
capital, or established methods and capabilities to provide complex multi
service operations as do PMFs. Military support, such as logistics or engi
neering, are also outside their scope, as well as large-scale or long-term 
training and advisor)’ packages. Nor are they diversified organizations. They 
are limited in their ability to operate in more than one geographic setting 
at a time and generally restricted to one customer at a time. Likewise, they 
remain highly dependent on their host communities for logistics and sup
port. The end result is that mercenaries provide marginal aspects o f military 
outsourcing, but certainly not the complete transfer o f responsibility that 
privatization entails.

M E R C E N A R IE S  TO D A Y

As discussed in chapter 2, the private military market was delegitimated by 
the end of the 1 800s for both material and normative reasons. The practice 
of hiring foreign soldiers was universally condemned and legislated against, 
culminating in the Geneva Conventions that withdrew from mercenaries the 
legal protections that soldiers enjoyed in warfare. Essentially, the mercenary
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Table 3 . 1
What Makes a Mercenary?

Seven essential characteristics distinguish modern-day mercenaries from other 
combatants and military organizations:

Foreign: A mercenary is not a citizen or resident of the state in which he or she is 
fighting
Independence: A mercenary is not integrated (for the long term) into any national 
force and is bound only by the contractual ties of a limited employee 
Motivation: A mercenary fights for individual short-term economic reward, not 
for political or religious goals
Recruitment: Mercenaries are brought in by oblique and circuitous ways to avoid 
legal prosecution
Organization: Mercenary units are temporary and ad-hoc groupings of individual 
soldiers
Services: lacking prior organization, mercenaries focus on just combat service, 
for single clients

trade was criminalized. Many freewheeling mercenaries and filibusters (ir
regular military adventurers), who had operated with complete license in 
the past, found themselves proscribed and even prosecuted in their home 
states.

However, as also explored in chapter 2, this did not mean that the private 
soldier was eliminated. Rather, the trade proved quite durable. It simply de
volved to the individual level and went underground. Despite the supposed 
legal bans, mercenaries were active combatants in wars throughout the 20th 
century, particularly in those areas considered peripheral by leading state 
powers. Except for their short-term successes in the Congo in the 1960s, 
however, their impact on these conflicts was marginal, and no established 
state military forces relied on their support.

Even today, mercenaries are present in contemporary warfare even though 
they have met with limited success. The simple reason for the persistence of 
mercenary activity is that in many areas governance and legal systems have 
broken down, giving enterprising ex-soldiers both room to maneuver and 
demand opportunities for their skills. The profit motive predominates for 
most, and the rewards are quite lucrative. In the Kosovo war, for example, 
the going rate for professional soldiers to help the rebel K IA  group was a 
reported $4 , 000 per month, while private fighters on the Serb side were 
given a free license to pillage and loot the countryside; many left with truck- 
loads of stolen consumer goods. Latin American drug cartels are also ru
mored to pay highly for military specialists willing to work for them. 11
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In fact, the present pattern of mercenary involvement in conflict is as 
high as any other time in the last century, rivaled in scope and pervasiveness 
only by the decolonization period in the 1960s. 12 Mercenaries today oper
ate around the globe, based in numerous countries. As an illustration, Ukrai
nian mercenaries alone are rumored to have been active in fighting in 
Abkhazia, Algeria, Angola, Bosnia, Chechnya, Croatia, Dniester, Guinea, 
Kosovo, Liberia, Nagorno-Karabakh, Sierra Leone, Tajikistan, and Zaire. In 
many o f these wars, they have served on both sides. 13

Nevertheless, the entire process o f the black market trade in military ser
vices remains inefficient. The impact o f such individual operators in con
temporary conflicts has been limited at best. Few can be credited with having 
any great influence on the ultimate outcome or even the continuance of the 
conflicts in which they became involved. Moreover, although mercenaries 
were active in many wars, no client military forces have grown dependent on 
their presence.

An episode in the last days o f the Mobutu regime in Zaire in 1996 illus
trates quite sharply the limits of ad-hoc, individual mercenary activity, par
ticularly in comparison to that of PMFs. Faced with a growing rebellion, 
Mobutu turned to what was essentially a legacy of the past. He hired a mot
ley collection o f poorly skilled white mercenaries, mostly Bosnian Serb war 
veterans, right-wing French radicals, and Ukrainian pilots. The force be
came known as the "White Legion” and was organized by many o f the same 
leaders who had fought for Mobutu in the 1960s, now just thirty years older.

However, this second coming of “Les Affreux” met only with defeat. The 
opposition of the 1990s was quite different than in the 1960s. The 1990s 
rebel force they fought was bigger, more heavily armed, and not prone to 
running away at the first shots fired. The thrown-together mercenary units 
were highly unprofessional (many of the Serbs serving while drunk through
out the period and many of the French lacking any military experience) and 
dissolved under limited pressure. Mobutu’s regime fell soon thereafter. 14 
For success, military ventures must have the professionalism and capabilities 
that come from prior organization and doctrine. For privately organized en
terprises, often this requires links not only to past military experience but 
also to larger business ventures.

P R IV A T IZ E D  M IL IT A R Y  IN D U S T R Y : M O R E T H A N  J U S T  M E R C E N A R IE S

If traditional individual mercenary activity still continues around the globe, 
what then distinguishes the new privatized military industry? Some critics of 
the industry assert that there is no distinction. One o f the more prominent, 
Abdel-Fatau Musah, has gone so far as to claim that “private military com
panies are nothing but the old poison of vagabond mercenaries in new 
designer bottles.” 15 Such opponents of PMFs focus on the economic moti-
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vations that direct both individual mercenaries and the firms in the military 
industry. Others have also found equally limited variation. For example, the 
United Nations has a designated special rapporteur delegated to monitor 
mercenary activity. This official has claimed that the only essential difference 
between mercenaries and PMFs was that states are the ones doing the hir
ing of the firms. 16

The problem is that such characterizations are normative judgments 
rather than analytic evaluations and not very factual ones at that. They are 
limited in their scope and underlaid by motivations either to eliminate the 
PMF industry or bring it under the control of antimercenary laws. Moreover, 
neither description is an accurate reading of the situation. Economic moti
vations might drive both individual mercenaries and PMFs, but many other 
critical distinctions alter both the two types of operations and the manner 
that these motives manifest themselves. Likewise, the claim that state hire is 
the only difference is flatly wrong. It misses both the fact that states have em
ployed mercenaries in the past and continue to do so in the present, and 
that the private military industry serves a much more diverse clientele than 
just states.

PMFs are unlike either the individual mercenaries o f the 1960s or those 
freelancers still active today. Although sharing similarities, they are also dis
tinct from the contracted units of past centuries, such as the Swiss or the 
Hessians, or even the charter trading companies. Instead, they represent the 
next evolution in the provision of military services by private actors, parallel 
to the development of the modern business organization. A more complete, 
and less normative, assessment of the phenomenon finds that it is the cor
poratization o f military service provision that sets them apart.

The newest wave of private military agents are commercial enterprises 
first and foremost. They are hierarchically organized into registered busi
nesses that trade and compete openly (for the most part) and are vertically 
integrated into the wider global marketplace. They target market niches by 
offering packaged services covering a wide variety o f military skill sets. The 
very fact that a coherent industry made up of these companies is identifiable 
provides evidence of their distinction.

Several distinguishing characteristics follow from this corporatization. In 
a sense, each provides business advantages that help explain the shift toward 
the firm as the mode of organization. The first ramification is that PMFs are 
organized in business form. This is in contrast to either the ad-hoc structure 
o f individual mercenaries forming loose units or the social makeup of many 
of the historic contract units (such as the Swiss regiments that were local 
militias marketed abroad). PMFs are ordered along pre-existing corporate 
lines, usually with a clear executive hierarchy that includes boards o f direc
tors and share-holdings. This creates a tested, efficient, and more perma
nent structure that can compete and survive in the global marketplace.
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The second implication is that this new private military actor is driven by 
business profit rather than individual profit. PMFs function as registered 
trade units, not as personal black-market ventures for individual profit or 
adventure. As firms, they can make use o f complex corporate financing, 
ranging from sale o f stock shares to intra-firm trade, meaning that a wider 
variety o f deals and contracts can be worked out. For good reason, individ
ual mercenaries tend only to trust payments in cash and, in turn, cannot be 
trusted for anything beyond the short-term.

The key is that it is not the person that matters, but the structure that they 
are within. Many PMF employees have been mercenaries both before and 
after their employ, but their processes, relationships, and impacts within lo
cal conflicts were completely different.

The third distinguishing characteristic o f the privatized military industry 
is that the arena they compete on is the open global market. That is, unlike 
the activities o f the White Legion or similar mercenary units, PMFs are con
sidered legal entities bound to their employers by recognized contracts and 
in many cases at least nominally to their home states by laws requiring reg
istration, periodic reporting, and licensing of foreign contracts. 17 Rather 
than denying their existence, private military firms are registered businesses 
and, in fact, often publicly advertise their services— including many even 
having corporate websites on the In te r n e t .  This status differentiates them 
not only from mercenaries, who had to hide from the law, but also from past 
entities, such as the charter companies, that did not coexist with any state 
law, but rather made their own laws.

New military firms also provide a much wider offering o f services and, im
portantly, to a much wider variety of clients. As the head of Sandline was 
proud to note, firms in the privatized military industry are “structured or
ganizations with professional and corporate hierarchies. . .  We cover the 
full spectrum— training, logistics, support, operational support, post-con
flict resolution.”19 This provides another differentiation from past private 
military organizations. The goal of PMFs is service provision rather than the 
exchange of goods— a key distinction from the charter companies. Al
though one sector exclusively focuses on combat services like contract units 
and military entrepreneurs, another distinctive development is that PMFs 
provide military services outside the tactical sphere. Moreover, many are di
versified enough to work for multiple (and a wider variety of) clients, in mul
tiple markets and theatres at once— something none of the prior private 
military actors could do. As previously noted, those that have hired PMFs in
clude other multinational corporations; state regimes— both foreign and 
the home bases o f the firms; international organizations; and even non
governmental organizations.

The corporate approach and the openness of this market also create 
more proficient recruitment patterns. Unlike the black market, world-of-
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mouth recruiting forms used earlier (such as the veiled classified ads, the vil
lage crier approach that the landsknecht recruiters used, or the zielverkoopers 
[“soul sellers”], who for a bounty tricked ignorant farmers into becoming 
employees to charter companies), public application processes are used by 
most PMFs, and they work from established databases that attempt to cover 
the available employee pool. 20 Firms screen potential employees for valued 
skill-sets and tailor their staff to specific mission needs. In addition to the ef
ficiency gains, the resultant output is usually more effective. While merce
nary units operate as collections o f individuals, the personnel within PMFs 
are organized within the defined structures of a corporate entity. They are 
specifically grouped so as to operate with a set doctrine and greater cohe
sion of activity and discipline. 21

Finally, the firms differ in their relations outside the industry. In addition 
to the contractual arrangements made with their customers, many are 
tightly linked with greater financial holdings and conglomerates. They ei
ther trade on the open market, and thus have institutional owners, or exist 
within broader corporate structures that offer a variety o f services. Vinnell, 
for example, began as a construction firm that helped build the Los Ange
les freeway and Dodger Stadium, but has since moved almost completely 
into the military service field, providing tactical advisory and support to the 
Saudi regime. More important, it is just one branch of the much larger BDM 
company. In turn, the Carlyle Group, an investment firm that includes on 
its board such prominent figures as former Secretary o f State James Baker 
and former Secretary of Defense Frank Carlucci, owned BDM.

Such ties provide a whole new level of both legitimacy and connections 
for PMFs. In addition, they allow the firms greater access to financial capital 
and also to have on call other corporate resources. The only previous enti
ties that came close to this breadth of resources w ere the charter companies. 
However, as noted previously, their ultimate focus was on trade in goods, 
rather than provision of military services. In addition, charter companies 
only operated outside of state controls, rather than working with states.

Table 3. 2
How Are PMFs Different?

Organization: Prior Corporate Structure
Motives: Business Profit-Driven, Rather than Individual Profit-Driven
Op en Market: Legal, Public Entities
Services: Wider Range, Varied Clientele
Recruitment: Public, Specialized
Linkages: Ties to Corporate Holdings and Financial Markets
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W H A T  IF IT 'S  ALL JU S T  A  F R O N T ?

It must also be noted that the flip side of the mercenary-PMF comparison 
has also been argued. A few claim that the firms are not private entities at 
all, but rather are simple “front companies" for the reigning world powers, 
that is, covert public entities with political rather than economic motiva
tions.22 Such firms have existed in the past, including, most famously, the 
corporations set up by the CIA in the 1960s such as Air America, Civil Air 
Transport, Intermountain, Air Asia, and Southern Air Transport.23 Many 
such hidden operations likely continue today.

However, the fact that front companies still exist does not mean that each 
and every PMF is a front for covert operations. Many PMFs are public enti
ties owned by financial institutions and individual stockholders, allowing a 
measure o f transparency not enjoyed by front companies o f the past. The 
wide variation in their clientele and contracts also illustrates how the PMFs 
of today focus on taking advantage o f disparities in military capabilities, 
rather than the pure strategic considerations that guide companies operat
ing covertly for states. Many of the services that the industry offers, such as 
logistics, are simply too mundane to necessitate covert control. In addition, 
while the past front companies operated only in limited hot-spots for their 
governments, firms in the privatized military  industry have worked for all 
types o f customers and entities, in all types of places, sometimes including 
those contrary to their home governments’ wishes. There are also pricing 
structures and competitive practices in the private military market that never 
characterized front companies. Finally, their financial independence and 
business motivations have even led some PMFs to defraud their own gov
ernments, in a way quite different from what any front for a bureaucracy 
would consider.24

Many PMFs do maintain close ties to their home governments, often be
cause of the business advantages. Many PMFs (such as Vinnell, Betacls or 
Dyncorp) also are rumored to have worked on covert operations for gov
ernments. As a result, the accusations o f conspiracy will continue, as any ties 
would obviously be hidden and difficult to disprove. The key, however, is that 
just because a firm is hired by a customer does not mean that it becomes part 
of them institutionally. In fact, the very rationale for many firms’ success may 
rather be their willingness to undertake these tasks while still remaining in- 
dependent from government administration. Thus, PMFs provide the ad
vantage of an extra layer o f cover from public scrutiny and congressional 
oversight. In a sense, certain PMF sectors have supplanted the need to set 
up front companies.  2 0
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4 Why Security Has Been Privatized

“The best minds are not in government. If any were, business would steal 
them away. "

— Ronald Reagan

T he privatized military industry is not just a flashback to historic pri
vate military agents. Nor is there any one simple cause behind its 
emergence. Instead, it is distinctly representative of the changed 

global security and business environments at the start o f the twenty-first cen
tury.

The end of the Cold War is at the heart o f the emergence of the priva
tized military industry. The standoff between the two superpowers ordered 
international politics for half a century. When the Berlin Wall fell, an entire 
global order collapsed almost overnight. The resultant effect on the supply 
and demand of military services created a “security gap” that the private mar
ket rushed to fill.

There were two other necessary factors to the emergence of the industry, 
however. Both are long-term trends that underlay the transfer of military ser
vices to private entities and the reopening of the market. The first factor 
comprises the broad transformations that have taken place in the nature o f 
warfare itself. These have created new demands and new market opportu
nities for PMFs. The second factor is the “privatization revolution, ” which 
provided the logic, legitimacy, and models for the entrance of markets into 
formerly state domains. The confluence of these momentous dynamics ledz i

to both the emergence and rapid growth of the privatized military industry.

The end of the Cold War produced a vacuum in the market of security, 
which manifested itself in numerous ways, feeding both the supply side and 
the demand side. Global threats became more varied, more capable, and 
more dangerous, while the traditional responses to insecurity and conflict 
were at their weakest. This transformation fed into a larger phenomenon o f 
state collapse and resulted in new areas of instability. Massive military 
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demobilizations, in turn, provided a large pool of labor for the PMF industry 
and cheapening of start-up capital. 1

With this vacuum, the firms are eager to present themselves as re
spectable bodies with a natural niche in the current, often complicated new- 
world order. As Colonel Tim Spicer, an industry executive, comments, PMFs 
consciously aim to fill the security void of the post-Cold War world.

The end of the Cold War has allowed conflicts long suppressed or manipu
lated by the superpowers to re-emerge. At the same time, most armies have 
got smaller and live footage on CNN of United States soldiers being killed in 
Somalia has had staggering effects on the willingness o f governments to com
mit to foreign conflicts. We fill the gap. 2

Released Conflicts
The first force driving the privatization of military sen-ices has been the 

massive increase in global levels o f conflict since the Cold War’s end. In part, 
these wars are a consequence of a power vacuum that is typical of transition 
periods in world affairs. In the previous period, the two superpowers pro
vided order and stability and strictly controlled trouble spots. Conflicts cer
tainly did occur, but those that threatened to spread were kept in check and 
many internal revolts were either deterred or quickly clamped down. This is 
no longer the case.

While many hoped for a “new world order” o f global peace after 1989, 
the real order that came about was that of “peace in the West, war for the 
rest.”3 A particular outgrowth was the dramatic increase in the number of 
conflicts occurring inside countries. The incidence of civil wars has doubled 
since the Cold War’s end and by the mid-1990s was actually five times as high 
as at its midpoint. The broader number of conflict zones (i. e., places in the 
world at war) has roughly doubled.4

There have been three patterns to this expansion in global violence. 
The first is the implosion o f states. By the time the Cold War ended, many 
states, in particular client or postcolonial states, were financially fragile, 
patriarchally structured, and lacked systems of accountability; in short, 
they were highly dependent on external props.5 Once these buttresses 
were removed after the superpowers pulled back, local rulers were unable 
to live up to their side o f the social compact and the state apparatus sim
ply atrophied. Lacking strong public institutions and infrastructure, the 
weakest, such as Somalia and Sierra Leone, essentially dissolved from the 
pressures within. Others, such as in the Balkans, suffered from ethnic ten
sions, once frozen from above, that were released with the breakup of the 
Soviet empire.6

The result of such failures of governance was conflict and a reordering 
of the state system, which opens up new spaces for private military actors to
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operate. Transnational criminals, economic insurgents, warlords for profit, 
armies o f child soldiers, and brutalized civilians are all found in these zones 
of conflict and lawlessness. 7 The virtual absence of bureaucratic state insti
tutions also means that outsiders take on a wider range o f political roles con
ventionally reserved for the local state apparatus, including that of security. 8 
In turn, the external world is unable to decouple from such areas, as there 
remain vested interests, both political and economic, and concerns about 
threats that might emanate from stateless zones. Thus, outside powers too, 
often turned to private firms for security, in lieu of using the local state.

Second, in spite of the overall trend toward more internal wars, many 
countries are beginning to fight across borders once again, as in the case in 
Congo and Ethiopia-Eritrea. This stems from a collapse of the security bal
ance that was maintained by the superpowers. Today’s local leaders are no 
longer restrained in their foreign policy by external checks. Many perceive 
that they now have the ability to take matters into their own hands. 9 With 
weak forces and no outside benefactors, however, they too have looked to 
the private military market to fill out their forces. For example, most o f the 
states that intervened in the DRC necessitated support from PMFs to deploy 
their armies.

Finally, a third factor has been the remarkable growth in the influence of 
international markets, assisted by the opening of economies at the Cold 
War’s end. This “globalization, ” however, while it has rewarded many, has 
not produced a homogenous world economy or culture. Instead, it has left 
many behind. 10 From the 1 .  3 billion who live in poverty to the 800 million 
presently starving, the dimension and magnitude of global human insecu
rity is stunning in all its measures. 1 1

Most important, the brunt o f such social problems has fallen on the 
youngest segments of the population, who now supply the foot soldiers for 
wars. 12 A substantial proportion of the children around the world are un
dereducated, malnourished, marginalized, and disaffected. The excluded 
constitute a huge reserve for the illegal economy, organized crime, and 
armed conflicts.. As the world population continues to swell from the pre
sent 6 billion to 9 billion by 2025, this situation will worsen as greater pres
sures toward resource scarcities and resulting conflict grow. 13

In sum, the end of the Cold War removed the controls over the levels of 
conflict while also releasing unresolved tensions and new pressures; the pe
riod since has seen a resultant massive increase in instability.

The Rise of Non-States in Violence
Facilitated by the opening of the world economy and new stateless zones, 

the rapid change in the global security paradigm also led to the emergence 
of new conflict groups, not bound to any one state.
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Where it once appeared that war was the exclusive domain of govern
ments and their militaries, this is no longer true. Dangers emanate from an 
array of sources, not exclusively from the military forces of states. The lines 
between civilian, soldier, guerrilla, terrorist, or criminal have become more 
blurred than ever, and small numbers o f individuals can now embody 
greater threats than entire armies. Perhaps there is no greater indicator of 
this than the recent U. S. war on terrorism, where the most powerful state in 
history found itself under attack from an amorphous terrorist network not 
linked to any one state. In fact, the advance that Osama bin Laden brought 
to terrorism was its privatization, essentially acting as a venture capitalist for 
terror cells at a time when state sponsorship dried up. 1 4

These new conflict actors range from terrorist organizations like al Qaeda 
to transnational drug cartels. The increasingly borderless world system has 
played a part. It may help world trade flows, but its negative result is that con
flicts are engendered by the ease o f criminal economic transactions and new 
availability of illicit supplies. Many of the internal conflicts that have popped 
up since the Cold War are in fact criminally related assaults on state sover
eignty by non-state actors (for example, in Colombia. Liberia, Sierra Leone, 
and Tajikistan). Such ‘stateless’ zones not only breed greater conflict but 
also local actors whose very existence is defined by violence. 15

A striking part of the emergence of non-state conflict groups is their 
growth in independent power. In Colombia for instance, neither the drug 
cartels nor the rebel FARC movement have any outside patrons, but both 
have been able to build notable military capabilities. 16 As a result, the local 
military is unable to enforce sovereignty over its own nation.

The growth of these non-state conflict groups shows no sign of abating, 
and the activity of these groups has opened up the market for PMFs both on 
the supply and the demand sides. Some firms have gone to work for non
state conflict groups, helping them in their quest to gain greater military ca
pabilities. Rebel groups in Angola, Sierra Leone, and DRC and international 
criminal syndicates have all received military help from private companies, 
which have provided specialized military skills, such as training, and the use 
of advanced military- technologies. 17 Their state opponents, in turn, have 
also hired PMFs.

As noted in the previous section, the PMF industry benefits from the busi
ness opportunities that open up as a consequence o f the actions o f these 
new conflict groups. Despite the risks associated with conflict zones, foreign 
MNCs are increasing their involvement in these areas, particularly in min
eral exploration and production. There has been a corresponding increase 
in their tendency to rely on private military help to reduce the risks to their 
investments. 18 Thus, the market for PMFs is stimulated by both the emer
gence of non-state conflict groups and the failure of the world community 
to regulate them.
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Labor: The Market Flood of Soldiers
Another major shift on the international market o f security was the del

uge of ex-soldiers onto the open market because of downsizing and state dis
appearance after the end of the Cold War. Thus, the private military labor 
pool for both conflict groups and private firms broadened and cheapened. 
Akin to the financial effect o f changes in the interest rate, these develop
ments affected both the demand side and the supply side.

The half-century of the Cold War was a historic period of hypermilita
rization. The end of it sparked a global chain of downsizing, with stale mil
itaries now employing roughly 7 million fewer soldiers than they did in 
1989. The cuts were particularly strong in the former Communist Bloc, as 
the Soviet state and many o f its clients’ forces essentially disappeared. Most 
o f the Western powers have also drastically reduced the sizes of their mili
tary establishments. The U. S. military has one third fewer soldiers than at its 
Cold War peak, while the British Army is as numerically small as it has been 
in almost two centuries. 19 The end of the apartheid regime in South Africa 
and concurrent reforms in neighboring states also resulted in similar 
changes in their military structures.

These massive demobilizations produced an oversupply of dislocated mil
itary skilled labor. Complete units were cashiered out and a number of the 
most elite (such as the South African 3 2d Recon Battalion and the Soviet Al
pha unit) loosely kept their structure and formed private companies of their 
own. With the shrinkage of state militaries have also come fewer opportu
nities for advancement and promotion within ranks; so it is not just a mat
ter of getting rid of conscripts, but also the downsizing of professional, 
careerist soldiers. The result is a sharp increase in military expertise avail
able to the private sector. 20 Moreover, as public security apparatuses broke 
down, it was not just the line-soldiers who were now left jobless. It is esti
mated that nearly 70 percent of the former KGB also entered the industry. 21

Another important aspect o f the cutbacks in state military organizations 
is the functional areas in which they took place. A great part of the cuts were 
in back-end support areas. For example, the U. S. Army Material Command 
alone was reduced by (60 percent. 22 However, force op-tempo (the frequency 
of military deployments) grew much greater than anticipated, causing a gap 
in the ability o f the United States to support the many of its new post-Cold 
War interventions. 2'’ This gap has been the genesis of the multibillion dol
lar military logistics outsourcing sector.

Tools: The Market Flood of Weapons
Military downsizing has meant that not only trained military personnel 

glutted the world market but also that the resources and tools for large-scale 
violence were brought into the reach of all types o f private actors. Massive



54 t h e  r i s e

arms stocks have become available to the open market. Machine guns, tanks, 
and even fighter jets can be purchased by a l l  customer.

The most common and cheapest weapons on the market are usually ex- 
Soviet equipment, sold off directly by Russia or dumped by satellite states 
that had disappeared, downsized, or reconfigured their militaries to meet 
Western standards. One such example was the literal auction of the old East 
German Army after reunification in 1990. 24 The new unified Germany did 
not want the East’s old weapons and chose to put its entire stock on the mar
ket. The result was essentially a huge yard sale o f weaponry, where nearly 
every weapon in the East German arsenal was sold, most of it to private bid- 
del's at cut-rate prices. Missile attack boats went for $200, 000, while light ma
chine guns went for $6o. 25

As scores of other countries followed this example, sophisticated weapons 
systems flooded the market. The result is that anyone with enough cash can 
find a private supplier of almost any type o f weapon at a bargain price. 20 In 
Africa, a T-55 tank, retrofitted with the latest reactive armor, costs $40, 000, 
less than a SUV'. 27 In Colombia, the FARC has used its cocaine profits to pur
chase enormous quantities o f weapons and then have them delivered to 
Colombia in huge 11-76 transport planes, once owned by the Soviet Air 
Force. 28

Not only has the military market shifted but the military balance between 
state and society has also been fundamentally altered. Until the closing 
decades of the twentieth century, even the weakest state forces were almost 
guaranteed to be able to maintain internal order because they controlled 
the primary weapons o f war. Now many private forces have the most sophis
ticated weapons systems available to them, including fighter aircraft and ad
vanced artillery, and can even outgun state forces.

A linked trend contributing to the boom in conflict has been the prolif
eration of inexpensive light weapons. The typical analyses o f world threats 
focus on the most complex and expensive systems, but light weapons (which 
include rifles, grenades, machine guns, light mortars, land mines, and other 
portable systems) are the weapons most often used in contemporary war
fare. They produced 90 percent of all casualties in the 1990s, mostly civil
ians. 29 In West Africa alone, 2 million people were killed by small arms in 
the 1990s. 30

After 1989, millions o f light weapons were declared surplus and dumped 
on the world market. Much of the stocks ended up in the hands of arms bro
kers and gunrunners, who have no compunctions about their final destina
tion or use. 31 At the same time, manufacturing has continued apace. There 
are an estimated 550 million small arms floating around the globe, such that 
there is no place that small arms are not startlingly cheap and easily acces
sible. In Uganda, for example, an AK-47 can be purchased for the price of 
a chicken. In Kenya, it can be bought for the price of a goat. 32



W H Y  S E C U R I T Y  H A S  B E E N  P R I V A T I Z E D  5

The consequence is that governments no longer have control over the 
primary means of warfare, which was once key in the formation of states. 33 
Now, private conflict groups can present greater threats. In turn, private 
firms can tap the same arms market to build their own force capabilities, of
ten in direct response.

The Decline of Local State Governance
The easy availability o f both sophisticated weapons systems and inexpen

sive small arms is representative of a broader weakening of the state in many 
parts o f the world. 34 Since the seventeenth century, the bureaucratic state 
has been the most important and most characteristic o f all modern political 
institutions. At the turn of the twenty-first century, however, the majority of 
states in the world are either combining into larger regional communities 
or falling apart internally. 3; 

The essential reason is that many states have simply been unable to live 
up to their side o f the sovereign promise. Their borders are less secure, na
tional markets are less relevant, and central bureaucratic authorities, from 
legal systems to banks, cannot maintain control from within while still stav
ing competitive on the international level. The underlying factors behind 
this are manifold. For example, technology, which was such help in build
ing the state after the Middle Ages, has now empowered other organizations 
that lack sovereignty. 30

In the developing world, an important catalyst in this process has been 
the decline in external support to weak states. Those states that depended 
on Soviet aid and support found this fountain dry up entirely and immedi
ately. Foreign assistance from the West also fell after the end of the Cold 
War. 37 Finally, there were new global macroeconomic policies that had a di
sastrous effect on state capacity. In particular, structural adjustment led to 
increasing micro-management by donors and the imposition of managerial 
structures that externalized much decision making.

The outcome is the striking weakness o f the majority o f states in the pre
sent world system. To describe them as truly sovereign players is simply er
roneous. Most are so enfeebled as to be incapable of carrying out their most 
basic functions. The majority have GNPs that cannot compare to the lead
ing corporations or even the budgets o f large cities or universities in the 
United States. Large parts of such countries as Angola. Afghanistan. Sudan, 
and Congo have actually never been under true state control. In others, such 
as Liberia, the only semipolitical authorities are the principal agents of the 
state’s very destruction.

Indeed, in much of the developing world, the security environment is 
shaped by the very weakness o f the state. Most borders are permeable, with 
only sporadic and weak control o f the flow of people and goods. This blurs 
the distinction between external and internal security problems. 38 These
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failed states are breeding grounds for instability, lawlessness, and ethnic and 
religious turmoil as well as havens for terrorists and criminal leaders. The 
major threats o f today come not from major states projecting power but 
from weak or failed states projecting instability. It’s no coincidence that such 
zones bereft of real government were primary refuges for Bin Laden and his 
ilk in al Qaeda.

In sum, many states are less willing and less able to guarantee their own 
sovereign autonomy. Instead, they have increasingly delegated the task of se
curing the life and property of their citizens to other organizations, includ
ing PMFs. 39 The irony is that this new wave is a reversal of the processes by 
which the modern state originally evolved. To gain military power, regimes 
do not need to follow the old path of developing their economy or efficient 
state institutions to tax for military forces. Rather, they must simply find a 
short-term revenue source, such as granting a mining concession, to pay a 
private actor. 40

The Decline of the Local Military Response
A specific manifestation o f weakened local state capacities is the poor 

condition of most militaries in the developing world, particularly in Africa. 
Many public armed forces are ill-trained, ill-equipped, and often under
staffed. As a result, they often have been unable to guarantee the security of 
their country. “In short, the principal forces of order are in disorder in many 
countries at a time when the legitimacy o f central governments (and indeed 
sometimes the state) is in doubt.”41

The causes of the poor conditions of militaries in the developing world are 
manifold. The immaturity of the forces and the proclivity of corrupt leaders ei
ther to misuse their militaries for domestic coercion or to perceive them as a 
threat and intentionally enfeeble them are two of the root causes. 42 In addi
tion, militaries in the developing world became dependent on superpower se
curity assurances, rather than focusing on their own capacities and resources. 
When this external military aid dried up, local forces were incapacitated. 43

Few militaries in the developing world have high professional standards, 
and many are hampered by politicization, poor management, and lack of 
civilian oversight. As with other state institutions, the militaries are also of
ten compromised by ethnic imbalances, and corruption. 44 Many states also 
use the military as an employment program to take in the uneducated, illit
erate, or sickly. Training levels are very low as well. For example, “In most 
African armies, indiscipline, economic problems and laxity in management 
have relegated training to the back seat. It is not unusual to find entire 
brigades who have not fired a rifle since their basic training.”45

The result is that even if they are able to buy sophisticated equipment, 
many developing state militaries simply lack the skilled personnel to oper-
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ate and maintain it. When one examines their true capabilities, the raw num
bers o f weapons they own become meaningless. Mozambique, for instance, 
possesses 43 lighter jets, 0 helicopter gunships, and 12 naval vessels, but it 
has so poorly maintained its fleets, that it “doesn’t have one boat that floats 
or one plane that flies.”46 Thus local militaries have a great need for outside 
specialists to maintain and operate these systems. They also tend to lack the 
capability for sustained strategic mobility; few have advanced command, 
control, intelligence, airpower, naval power, or logistics support systems. 47 
All these shortfalls are debilitating whenever the countries face complex se
curity challenges and lead to the need for PMF assistance.

As an example, Nigeria is widely considered to have one of the more ef
fective militaries in Africa and has been cultivated by the United States to 
operate as a regional enforcer. However, the Nigerian force has been so de
bilitated by years o f corruption that its ministry of defense does not even 
know how many troops are in it. Unit commanders earn paychecks based on 
the number of personnel they oversee; therefore, many inflate the number 
of soldiers they actually command and pocket the difference. '18 This is only 
the tip of its problems. The navy has 19 admirals and 34 commodores, but 
can put to sea only 9 vessels. An external audit of the Nigerian military (in
terestingly performed by MPR1) found that 75 percent o f the force’s equip
ment was faulty or out o f commission. 49 Many soldiers were without basic 
equipment such as helmets, canteens, and, in some cases, badly needed eye
glasses. There was also little to no active training. 50 Likewise, South Africa’s 
army is estimated to have only 3, 000 truly combat-ready personnel and four 
operational tanks. 51

On top of these weaknesses, there is a growing danger to militaries that 
will be exceptionally insidious and destructive: AIDS (Acquired Immune De
ficiency Syndrome). By the year 2005, it is estimated that more than 100 mil
lion people worldwide will have become infected. While it is an obvious 
major public health problem, AIDS constitutes a military issue, as well. 52 As 
a U. S. State Department report warned, the AIDS epidemic is “gradually 
weakening the capacity o f militaries to defend their nations and maintain 
civil order.”53 Infection rates are particularly- high among young military 
populations in developing states, such that state armies are being gutted. Es
timates of current infection rates among African armies, for example, in
clude 50 percent of all troops in Congo and Angola, 66 percent in Uganda, 
75 percent in Malawi, and So percent in Zimbabwe. 54

The result is that there has been an overall decay of state armed forces in 
developing regions. Given the increasing inadequacies of local military and 
security forces, compared to the rising challenges, it is no surprise that na
tional and corporate leaders would choose to bring in help from whatever 
quarter is available, including even the private sphere. 50
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The Decline of Outside Intervention: (heat Power Unwillingness 
Another important factor in the opening of the military market for pri

vate firms is the declining willingness of outside powers to intervene in these 
more numerous outbreaks of violence. Weak local state capabilities did not 
matter as much during the second half o f the twentieth century, as both su
perpowers and former colonial states who had interests in developing re
gions. They regarded the periphery as a strategic battleground and often 
intervened to aid a client state. Now, however, much of the world’s conflict 
zones no longer fit into the strategic calculus o f major states. 56

There are three general factors that have altered the climate under which 
the United States and other major industrial powers decide whether to in
tervene into these zones. 57 The vast majority of potential interventions are 
discretionary, in that they are not about their own strict survival. Second, 
western military structures are still largely designed for major total warfare 
and are often inappropriate for limited interventions. Finally, for a variety 
o f reasons, many of these states have developed a marked intolerance for ca
sualties in conflicts that do not directly threaten the core o f the nation. 58
While the U. S. public was willing to accept casualties in the Afghan cam
paign as it viewed it as a necessary fight, the same was not true for operations 
elsewhere, such as in Somalia or the Balkans, where the case for interven
tion was not so clear. In the words of former U. S. senior diplomat Dennis 
Jett, “Ever since Somalia, putting U. S. troops at risk [in discretionary inter
ventions] has not been an option.. . .  The criticism for losing people in an 
African civil war is going to be a lot harsher than for not committing troops 
to that situation.”59 Within the new Bush administration, this tendency to
ward avoiding commitments was only further reinforced.

This dynamic also means that reserve activation to fulfill staffing re
quirements is more politically sensitive than ever. Thus, even when forces do 
deploy, support tasks that had been handled by reserves must increasingly 
be turned over to the private market. 60 The end sum is that when terrorists 
strike directly at the United States, it is easy to ramp up unified public back
ing for troop deployments; when a small African state sinks into chaos, the 
support is simply not there.

It is important to note that this pullback is not just an American phe
nomenon but also characterizes former colonial powers, who in the past had 
regularly intervened in Afr ican and. Asian states. For example, France’s self- 
styled role as the “gendarme of Africa” has changed greatly. The number of 
French troops based in Africa decreased by more than 40 percent in the 
1990s and will be further reduced by another 75 percent in the next few 
years. 1’ 1 As one French general notes, “'The post-colonial era is over.”62 

In short, intervention requires the willingness to make real sacrifices, but 
such readiness is no longer in limitless supply. This opens greater leeway for 
PMFs to operate. Just like nature, the security market abhors a vacuum. 63
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The Decline of Outside Intervention: UN Inability
In the initial optimistic burst after the Cold War, it seemed that the UN 

would take over this international stabilizing role from the superpowers. 
These ambitions reached their peak with the UN Secretary General's 1992 
document An Agenda for Peace. However, operational disappointments in 
Bosnia, Somalia, and Rwanda then acted to curb UN activity. Indeed, 
whereas 82, 000 UN peacekeepers were in the field in 1993, by 1995, it was 
down to 8, 000 and as low as 1 , 000 in 1999. 01 Now, the UN no longer even 
undertakes peace enforcement operations. In addition, the dominance of 
the Security Council by Western powers has meant that certain conflicts, 
such as that in Bosnia, tend to receive greater attention than those outside 
of Western interest areas, such as Liberia.

Several factors prevent the UN from effectively playing a stabilizing role. 
First are past and present financial strains, primarily from member states’ 
failure to pay their dues. Debts to the organization, including the over two 
billion dollars that the United States owed in arrears, increased at the same 
time as the costs of peacekeeping went up by a multiple o f fifteen, hamper
ing effectiveness in the field. 65

Second, the UN is clearly not an organization designed for fighting wars. 
The department that oversees the operations in the field is highly politi
cized, underfunded, and understaffed (it has 400 personnel total, half the 
size of the UN’s department o f public information). Its staffing process also 
results in a short supply o f true military professionals skilled in the areas they 
oversee. The process o f defining, planning, assembling, fielding, and sup
porting the operations in the field is thus hindered. The fact that the LIN is 
a voluntary organization also acts as a straitjacket o f sorts. It is usually diffi
cult to find states willing to send forces to conflict zones. Thus, UN missions 
are too often left with the second-rate militaries that do not have the train
ing, equipment, or will to carry out the necessary missions. 00

Finally, the voluntary processes also mean that assembling and deploying 
a force is often painfully inefficient and slow. For example, six months after 
the UN Security Council had authorized the peacekeeping force for Sierra 
Leone, most of the force still had not arrived. 07 Moreover, coalitions o f the 
willing involve bringing together troops from scores o f states that have dif
fering training and capabilities. 08 This often results in the lowest common 
denominator of force effectiveness. Sometimes, internal rivalries and dis
sension break out. In the Sierra Leone operation, for example, the Niger
ian deputy commander o f the force twice refused direct orders from his 
Indian mission commander to deploy his troops into combat. 09

The result is that the UN is hamstrung in its ability to intervene properly 
to stop conflicts and stabilize zones o f violence, equally leaving the gap in 
the market to PMFs. Some have even likened the UN’s position to the me
dieval papacy, in that it still hits moral authority, but has been forced to
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swerve from one financial crisis to the next and is forever negotiating with 
constituents who refuse to pay debts. 70 As chapter 1 1  explores further, there 
is a possibility that, like the papacy, it too will look to contract out to private 
military agents.

The Decline of Outside Intervention: Regional Organization Failings
Regionalism is emerging as one of the more important trends in inter

national relations today. 71 Many thus believe that regional organizations 
have the potential to supplant the UN’s role and allow states to join forces 
and police their own neighborhoods. Indeed, operations in Liberia, East 
Timor, and Kosovo indicate that the UN is increasingly farming out peace 
enforcement tasks to regional organizations.

While they certainly carry  the potential to deal better with increasing con
flict and instability, there do remain several problems with regional subcon
tracting. As the Congo war illustrates, local members of regional organizations 
often have their own interests in local conflicts. Eleven African states have 
participated in the fighting in the Congo and in the aftermath could hardly 
be expected to serve as neutral outside parties. Just like the UN, regional 
groupings also reflect the strengths and weaknesses of their member states. 
Some, most notably NATO, are made up of wealthy states with well-armed 
and highly trained armies. The remainder, usually in the areas that need 
them the most, often fall below- the minimal standards for effective conflict 
management. Thus, Kosovo gets 50, 000 superbly equipped peacekeepers 
while Sierra Leone, seven times its size, had to make do with an under
equipped 9, 000-person force. Most regional forces also lack the back-end 
transport and logistics to support their operations, often leading them to 
turn to PMFs for this backing if they do deploy.

By the end of the 1990s, there were attempts to bolster the ability of 
certain regional organizations to undertake stabilizing operations. For ex
ample, one was the African Crisis Response Initiative (ACRI), a U. S. - gov
ernment-funded program, actually administered by MPRI. It provided 
peacekeeping training to certain African states. 72 Programs like ACRI, 
though, have been limited in effectiveness primarily because of the small 
number o f units they train and the underlying institutional problems that 
remain unresolved.

T R A N S F O R M A T IO N S  IN  T H E  N A T U R E  O F W A R F A R E

Despite the market opening that these shifts in supply and demand have cre
ated, there are two underlying trends, without which military service priva
tization is unlikely to have occurred or certainly would have been lessened 
in scope and impact. The first of these is that warfare itself is under going 
revolutionary  changes. Massive accumulations of soldiers, machinery, and
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money were once required to take full advantage of the tools of conflict. In 
fact, this necessity lay at the heart of the triumph of the state form. 73 How
ever, changes in the nature of weapons technology mean that small groups 
now possess the ability to wield massive power. The result is that “The steady 
concentration o f power in the hands of states, which began in 1648 with the 
Peace o f Westphalia, is over, at least for awhile.”74

At the high intensity level of warfare, the requirement of advanced tech
nology has dramatically increased the need for specialized expertise, which 
often must be pulled from the private sector. The flip side is that the moti
vations behind warfare and its impact on the roles o f militaries also seem to 
be in flux. Low intensity conflict, primarily taking place in global areas of 
transition, has often lost its ideological motivations and instead has become 
criminalized. In sum, warfare is undergoing several key transformations— 
diversification, technologization, civilianization, and criminalization— each 
of which creates opportunities for private firms to play increasing roles.

Non-State Empowerment
The first change in warfare covers the diversification in military power to 

outside o f the state’s hands. The rise of violent non-state groups was covered 
in the previous section, but the essential point is that the growing power of 
non-state groups, particularly in relation to most state forces, will entail mas
sive changes in the dynamics of warfare.

One of the things that made nation-states the most effective organizations 
for waging warfare in the industrial age was the overwhelming expense of 
troops, equipment, and supplies. Only those entities that could mobilize 
large amounts o f money, flesh, and material could succeed at it, and thus 
the state was gradually able to weed out its institutional competitors. 71’

Technological and financial developments, however, have made it possi
ble for smaller organizations to wage war. With the open military market ca
pabilities, financing is often the only limiting factor, such that private, illicit, 
and commercial organizations can now find ways to match state armed 
forces. Despite losing state sponsors at the Cold War end, the rebel UNITA 
group in Angola, for example, was able to finance the private construction 
and maintenance of an entire mechanized field army through a nearly S2 
billion diamond trade. 71’ Well-financed actors are thus able to buy state-of- 
the-art talent that gives them an edge. Moreover, by contracting out their 
armed actions, they lessen the risk to themselves. 77

It is important to note that the strengthening of actors other than states 
is not just about weapons but encompasses the entire spectrum of warfare. 
In many fields, such as microelectronics, software engineering, and biotech
nology, the civilian sector has already become more advanced that the mil
itary. Intelligence of the quality available to state agencies is increasingly 
available on the open market. Already, commercial satellites are providing
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high-resolution images for sale, heretofore the exclusive province of the in
telligence agencies o f the superpowers. 78 Likewise, key military technologies 
such as GPS and FLIR are commercially accessible.

One noteworthy area is the new importance of information warfare (IW), 
which involves such diverse activities as psychological warfare, military de
ception, electronic combat, and both physical and cyber attack to mislead 
and break down opponents. The hi-tech, low personnel requirements of IW 
is tailor-made for non-state organizations, especially when taking on nation
states. Almost too non-state groups are developing information warfare ca
pabilities. There are equally many private information warriors, who, for the 
right price, will develop and conduct information attacks on behalf of 
clients. /{)

The result is a potential complexification of conflict itself. Some analysts 
argue that the most complex struggles of the twenty-first century will pit net
works of private actors against states, who in turn will rely on private sup
port. 80 The idea of a foe with a single national center of gravity o f the sort 
Clausewitz. outlined is past. Indeed, as Michael Mandelbaum writes, “Guer
rillas, terrorists, members of private militias— even malevolent computer 
hackers— seem to be displacing the formally trained, well-equipped. pub
licly funded soldier.”81

The Requirements of Technology
For those who wish to stay at the leading edge of military capabilities, 

there is a growing need for technical expertise, increasingly from private 
sources. A new aspect o f twenty-first-century warfare has been the strategy 
of information dominance, which especially entails a greater requirement 
for private assistance. This echoes past periods o f warfare, described in chap
ter 2, where quality mattered more than pure quantity. There are similar ef
fects on the demand for private military experts.

Throughout history, technological advances, both military and nonmili
tary, have been important in warfare. 82 However, modern technology has 
taken on a Janus face of sorts. 83 While past military- technological leaps were 
only effective when grouped inside large systems amenable to state control 
(such as railroads or cannonry), new technologies such as the Internet and
telecommunications reach full effectiveness only when they are decentral-
ized and allowed to transcend borders.

The “Revolution in Military Affairs” (RMA) is the general term coined to 
describe this trend within modern warfare. The RMA claims that the new 
technology, in particular the integration of information technologies, is cre
ating a multiplicative rise in the lethality and mobility in munitions. 84 While 
large states can take great advantage of the RMA. as the success of the U. S. 
forces in Afghanistan against the tribally organized Taliban illustrates, this
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technical change can also erode some of the traditional advantage that states 
hold in armed conflict. For instance, as the world’s most “wired” nation and 
thus dependent on information infrastructure in a military, economic, and 
social sense, strategic information warfare could be particularly problematic 
for the United States. * ’ Non-state groups may even be superior to formal 
militaries in this arena, due to their decentralization. They may also be bet
ter equipped. The head of the NSA recently noted that their flexibility, com
bined with the faster pace of industrial development, means that non-state 
groups often have access to superior technology than U. S. governmental 
agencies. 80 Indeed, in several U. S. military war games, small units o f hack
ers, hired off the private market, have proven capable of gaining access to 
critical military systems and disrupting entire military operations. 87

Strategic information warfare is particularly important to the PMF trend, 
as thus far the private sector has proven to be better than the military in its 
key aspects. 88 Private firms might not only be able to match state armed 
forces in this new sphere of warfare but also already draw a great deal of busi
ness from it. 80 Industry analysts predict that spending on information war 
assets will continue to grow and that firms in this sector are located in what 
they refer to as “the sweet spot” of the market. 00

Privatization and Civilianization
These changes lead directly into the next major alteration in the nature 

o f warfare, that many military functions can and are being transferred to 
civilian specialists. As the civilian role in warfare has become greatly height
ened, it is increasingly difficult to draw any precise line between military and 
nonmilitary occupations. 91

Most of the information systems used by the world’s modern military 
forces are designed, developed, and managed by civilians, primarily for civil
ian purposes, and make extensive use of the civilian information infrastruc
ture. 02 The result is that, as one analyst notes, “The U. S. Army has concluded 
that in the future it will require contract personnel, even in the close fight 
area, to keep its most modern systems functioning. This applies especially 
to information-related systems. Information-warfare, in fact, may well be
come dominated by mercenaries.”93 Indeed, an article in the U. S. Army’s 
professional journal has already advised that the U. S. military “hire special
ized PMCs for specific offensive information campaigns, providing a surge 
capability instead of attempting to maintain limited-use, cutting-edge skills 
in the regular force, far removed from its core activity.”94

Illustrated by major U. S. military exercises at Fort Hood and Fort Irwin, 
the “Army of the Future” will require huge levels of battlefield support from 
private firms. To allow these exercises even to occur, companies such as 
Hughes and TRW have to send hundreds of employees into the field to act
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as trainers, repairmen, troubleshooters, programmers, and hand holders to 
military personnel. Indeed, as James Adams, an industry expert, writes, “ the 
whiz kid programmer may be the surrogate warrior of the future.”90

It is not just an issue of information warfare or battlefield support though. 
Areas as diverse as weapons testing, aerial refueling, and the highly techni
cal maintenance of F-1 17 and B-2 Stealth bombers are all private now. The 
simple fact is that the weapons systems required to carry out the highest lev
els o f conflict are becoming so complex that as many as five different com
panies are often required to help just one U. S. military unit carry out its 
operations. 91’ As one defense analyst put it, “We’re using the most advanced 
technology in the history of the world to wage wars and sometimes the peo
ple who built it are the only ones who know how to fix it.”97

This civilianization of warfare flies in the face of the traditional laws of 
war. Civilians were once assumed to be noncombatants and thus immune 
from targeting wherever possible. This immunity, however, was predicted on 
their not being an inherent part of military operations. The digitized bat
tlefield and the new “surrogate warriors" places this immunity at risk. 98

The Criminalization of Conflict
The changing reality of the warrior ethos is another aspect of the trans

formation of contemporary warfare, termed by some as a breakdown in the 
“Warrior’s Honor.”99 In “high-intensity warfare, ” that is, the large-scale mil
itary operations carried out by western powers, combat has become more 
technological and more civilianized. At the same time, in the majority of 
conflicts carried out in the developing world, it has become messier and 
criminalized. What is interesting is that both involve the monopoly of war 
being taken away from public professionals.

In many of the ongoing wars around the globe, the traditional rationales 
behind the initiation, maintenance, and continuation of war are under 
siege. The profit motive has become a central motivator, equal or greater to 
that o f political, ideological, or religious inspirations. 100 Or, as one military 
analyst puts it, “With enough money anyone can equip a powerful military 
force. With a willingness to use crime, nearly anyone can generate enough 
money.” 101

While economics has always played a role in conflict, the end of the twen
tieth century saw a new type of warfare develop, centered on profit-seeking 
enterprise. It was organized mass violence, but o f the type that also involved 
the blurring of traditional conceptions of war (what Clausewitz defined 
as violence between states or organized groups for political purposes), or
ganized crime (violence by privately organized groups undertaken for pri
vate purposes, usually financial gain), and large-scale violations of human 
rights. 102

As discussed in chapter 2, private forces often fought in the past, but usu-



ally the conflicts they linked into had a broader motivator. The military en
trepreneur Wallenstein, for example, may have been motivated by personal 
greed, but the Thirty Years War he fought in was about broader religious and 
political dynamics. Today, the fighting in a number o f conflicts around the 
globe lacks this broader cause and is now driven by multiple logics o f re
source appropriation, from seizing mineral assets and protecting the drug- 
trade to simple looting. This new criminalized mode of war holds true from 
places as disparate as Tajikistan and Colombia. In Sierra Leone, the key mat
ter in the ten-year war was not over who was in place in the capitol, but who 
had control over the country’s diamond fields. Similarly, in describing the 
war in Congo, where foes and allies alike battled over diamond and Coltan 
mines, one local observer noted, “People are fighting for money. Everything 
that happens, it’s about money.” 103

While many of these wars are fueled by new conflict entrepreneurs and 
local warlords, the broader end o f the Cold War also played a part in this 
shift. When outside superpower patronage ceased, the calculus of existing 
guerrilla and opposition groups took a more market-oriented direction. 
Rather than stop fighting, it just made them realize that their war economies 
had to change and that they had to find their own financial resources. 104 In 
short, if these groups wanted to survive, income generation (pure plunder, 
the production o f primary commodities, illegal trading, and so on) had to 
become an essential activity. A particularly lucrative area for conflict groups 
has been the international drug trade. For example, 70 percent o f opposi
tion groups’ funds in Tajikistan are from drug income, while Colombian 
guerrillas take in an estimated $800 million a year. 105 Far from being irra
tional or a breakdown in a system, war then becomes an end not a means, 
an “alternative system o f profit and power.”106 Many of these bands then 
continue violent activities long after the original rationale for their forma
tion has lost meaning. 107

This criminalization of wars creates new dynamics that are relevant to the 
PMF trend. It leads to marked differences in the manner that forces con
duct themselves, often in ways that are counterintuitive to what a conven
tional military- doctrine would prescribe. For example, many o f the wars see 
large measures of cooperation among supposedly warring sides. In Sierra 
Leone, for example, the RUF received much of its arms from the govern
ment and ECOMOG troops it was supposed to be fighting. 108 The obsession 
with private gain also causes forces to act in a less than strategic manner, 
when viewed in the conventional sense. For example, rebel forces in such 
wars tend not to attack military installations or strategic chokepoints, such 
as airports and harbors, but rather hit targets that they can loot. 100 The com
bination of these criminal goals and increasingly less professional, “soldier
less” forces also leads to a variation in strategies toward civilians. Unlike 
Mao’s traditional insurgency strategy, these new or reconstructed groups
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aim at terrorizing and pillaging the population, rather than winning hearts 
and minds.

All of these factors make criminalized war messier and more intractable. 
They are also more amenable for other profit-motivated entities, such as 
PMFs, to become involved. As these wars have become more and more 
prevalent, the role o f a private firm in warfare is also harder to dispute, par
ticularly when their professionalism stands in sharp contrast to local irregu
lar forces, who are motivated by profit just the same.

T H E  P O W E R  O F  P R IV A T IZ A T IO N  A N D  T H E  P R IV A T IZ A T IO N  O F  P O W E R

The openings created for private actors in the wake of the post-Cold War 
market shift and transformations in the nature of warfare were underscored 
by the third critical trend: the new power o f privatization.

While Keynesianism and the welfare state were once dominant economic 
guiding principles, the close o f the twentieth century saw a gradual shift to 
a belief in the superiority of the marketplace in fulfilling organizational or 
public needs. Underscoring this swing was the success o f privatization pro
grams in Europe, Latin America, and the United States, and the striking fail
ure o f command economies in the Soviet bloc. At the same time, the 
business strategy of outsourcing became critical to the rejuvenation of sev
eral industries.

These compared successes and failures provided important antecedent 
conditions for the growth of the privatized military industry. They not only 
shifted economic power, opened minds, and shattered worldviews but also 
offered important avenues for rethinking past practices. 1 10 The idea that 
the marketplace should be the solution gained not only legitimacy but, in 
fact, became the de facto international model for efficient governmental 
and business practice. Thus, when leaders faced new challenges and thought 
about how to improve their operations, whether in garbage collection, pris
ons, or in military support, they began to look to the private sphere. In short, 
“if any economic policy could lay claim to popularity, at least among the 
world’s elites, it would certainly be privatization.” 1 11 As more and more func
tions were externalized by states, it was less o f a stretch for them to consider 
doing so in the military- domain.

The Privatization Revolution
Governmental outsourcing is certainly a movement with momentum. 

The last decades o f the twentieth century were marked by a cumulative ex
ternalization of state functions across the globe.

The tidal wave of global privatization began in Britain with the election 
of Margaret Thatcher in 1979. The Thatcher government undertook a vo
ciferous and comprehensive program of denationalization and privatized
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many state industries. Although it met with great resistance and rancor in 
its initial stages, the move was soon considered a resounding success in help
ing to turn around the entire British economy. 112

The British example provided a model for other nations seeking to res
urrect struggling economies and through the 1980s and 1990s many fol
lowed suit. Privatization as a guiding norm soon spread around the globe. 113 
International financial institutions, like the World Bank and IMF, played a 
critical role in turning this ideology into a normative reality. For both lender 
agencies and the governments that fund them, privatization represents the 
willingness of rulers to turn their backs on state patrimonialism.

As the Soviet bloc collapsed, nearly every state in it transitioned to a dem
ocratic regime and the accompanying market economy by privatizing its 
massive state industries. For postcommunist states, privatization of state in
dustries signaled the end o f a socialist conceit and the first step in the tran
sition to liberal democracy. Indeed, within the West's conceptual universe, 
the idea of democracy is now closely linked to that o f privatization. 111

In sum, the 1990s saw unprecedented levels of privatization. 11; By 1998, 
the rate o f global privatization was roughly doubling each year. 1 10 This “pri
vatization revolution” went hand in hand with globalization; both trends em
braced the notion that comparative advantage and competition maximize 
efficiency and effectiveness. 117

In response, many internal elites tended to relinquish their social duties 
and focus on safeguarding their own economic fiefdoms, furthering the 
trend toward outsourcing. 1 For example, Indonesia, Liberia, Sierra Leone, 
and Congo are all failing states that contracted out public tax collection to 
private firms. 1 '-’The general result is that the involvement o f companies, of
ten foreign, in the provision of public services became even more pro
nounced around the globe. The recent period has seen the snowballing of 
such externalization to the point that, in many arenas, the state bureaucracy 
has been completely displaced. This has been particularly so in the devel
oping world. In a number of such states, outside groups run nearly every for
merly public field, from public health to human rights monitoring. 120

The effects of this privatization wave were felt both deeply and widely. A 
growing number of previously “untouchable areas” o f government, from 
prisons to postal systems, became private. In the United States in the 1990s, 
hundreds o f billions o f dollars worth of formerly governmental activities 
were taken over by private companies. This move was pushed from the left 
by the (Minton administration’s “national performance review” and from the 
right by the pro-privatization Republican majority in Congress. 121

That political trends toward privatization would then cross into the realm 
of security should not be so shocking. In fact, many of the first targets of pri
vatization were national defense manufacturing industries. With falling pro
curement budgets and rapidly escalating costs o f research and development,
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a number of governments sought to preserve vital defense industries 
through marketization. Examples include Thomson-CSF and Aerospatiale 
in France and British Aerospace and Rolls-Royce. The result has been a pri
vatization and globalization of defense technology and production. 122

The privatization of protection, embodied by PMFs, has quickly become 
linked to this expansion of market-based solutions. As Mark Duffield writes, 
“Wherever patterns of privatization have evolved, all have created the de
mand for private protection. Indeed, the one thing that has characterized 
the expansion of global markets in unstable regions is the increasing use and 
sophistication of private protection to assure the control of assets. 123

The Outsourcerers
This global trend to outsourcing also appeared in the corporate realm.. As 

companies sought to reconfigure for the challenges of the global information 
age, the business strategy of outsourcing took hold and further influenced 
PMF legitimacy and expansion.. As one trade group argued, “Outsourcing is 
the new shape of business. The changes that are taking place are tectonic.”124

The particular genesis for the adaptation of outsourcing in the United 
States was the perceived challenge in the 1980s from what was known as “Ja 
pan, Inc.” Faced with declining competitiveness with. Asian rivals, many busi
nesses sought to raise their efficiency by focusing on “core competencies.” 
Their strategy was to outsource activities not critical to their mission. 123 This 
approach proved successful, and many credit it with the rapid turnaround 
of what used to be seen as industry dinosaurs, including IBM, AT&T, and 
Chrysler. 12'’ The seeming lesson o f outsourcing was that it was the way to re
vitalize and grow a business.

Outsourcing soon became a dominant business strategy and a huge in
dustry in and of itself. Global outsourcing expenditures topped $1 trillion 
worldwide by 2001, doubling in just the three years between 1998 and 
2 0 0 1. 127 Furthering the popularity was the fact that many of the most suc
cessful businesses o f the new economy used the strategy. O f the 300 largest 
international companies, 93 percent outsourced some function. 128

Many defense leaders directly pointed to general industry’s success and 
advocated the emulation of business practices by the military. Initially, this 
was begun in areas where the military was simply repeating what was already 
available in the private sectors, such as data processing or health services. 1211 
Over time, however, the feeling grew that in the search for efficiency, no area 
should be discounted. 130

Domestic Corollaries: Private Security
In many ways, the privatization of the military is just a more aggressive as

pect o f a larger trend of privatization. Essentially the state is abandoning its 
commanding heights; all o f its most characteristic institutions are in cle-
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cline— state-owned institutions, social security, justice, education, and now 
internal and external security. 131

Indeed, the parallel to military outsourcing is already manifest in the do
mestic security market. The private security business is “a growth industry 
par excellence worldwide” and one of the fastest growing economic sectors 
in many countries. 132 The background to this industry’s boom has several 
characteristics. Like the PMF industry, the growth of private security in the 
domestic sense is directly connected to the scaling clown, and subsequent 
withdrawal, o f the public police from many of its functions. Likewise, gov
ernments themselves have driven much of the private security boom. In the 
United States, for example, nearly one-third of all active private security 
guards are employed by the government. 133

There has been a dramatic growth in the U. S. security industry since 
1990. The amount spent on private security is 73 percent higher than that 
spent in the public sphere, and three times as many persons are employed 
in private forces as in official law enforcement agencies. 13'1 Linked with this 
trend, “gated communities” are now the norm in residential construction, 
with more than 20, 000 such communities in the United States; in fact, four 
of every five new communities in the United States are guarded by private 
forces. 133 As one defense analyst wryly points out, “You already see more and 
more people hiring private security firms to keep the Third World away from 
suburban America.”131’

Aside from formal policing work, private security firms are taking on a 
wider variety o f other homeland security functions once performed by gov
ernments. For example, industry leader Wackenhut runs prisons in thirteen 
states in the United States and in four foreign countries. It also provides 
SWAT teams that protect nuclear weapons facilities in South Carolina and 
Nevada from terrorist threats. 137

The same trends are taking place around the globe. In South Africa, the 
ratio of private security personnel to uniformed police officers is approxi
mately four to one. In the UK and Australia, it is two to one. 138 Private se
curity personnel within Britain (roughly 250, 000) actually outnumber the 
British army. In parts o f Asia, the private security industry has grown at 20 
percent to 30 percent per year. Even in communist China, some 250, 000 
guards are employed by the private security industry. 139 Perhaps the biggest 
explosion of private security is the result of the near complete breakdown 
of public agencies in postcommunist Russia, with over 10 , 000 new security 
firms opening since 1989. 110

Private Triumph and the Public's Fall
The ultimate outcome is that government is no longer the preferred or 

even the default solution for public concerns. Although some argue that the 
trend toward privatization is part of a more general societal fragmentation,
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resulting from the deterioration o f communal connections, the move is bet
ter described as a normative shift in worldview. 141 The failings of govern
ment provision, when compared with a number of seemingly successful 
privatization and outsourcing strategies, facilitated the questioning o f es
tablished thinking. Not only was government increasingly put under the mi
croscope, but the use o f private actors gained new legitimacy. Privatization 
and outsourcing, even in the security realm, have thus entered the menu of 
formulated options. In many cases, they became the only institutional path
ways open. 142

A striking aspect o f this shift in worldview is the fate o f the word “public” 
itself. In Ancient Greece, where the distinction between public and private 
was first invented, it was the public domain that was lauded. Indeed, the 
Greek word for “private”— idios— is the base o f our word “idiot.”143 Today, 
the situation is a polar opposite. “Public”— in such terms as “public schools, ” 
“public housing, ” or “public transportation”— is synonymous for many with 
second-rate or cheap. At the same time, there has been a reevaluation of 
public servants. In what’s been called the “Fall o f the Public Man, ” the com
mercial world has been judged superior and is more respected. 144

Thus, in current conceptions o f governance, the superiority o f market- 
based solutions is near testament. U. S. Army General Barry McCaffrey, later 
the nation’s “drug czar” in the 1990s, perhaps captures the prevailing sen
timent best. When asked his opinion on the hiring of PMFs in Colombia, he 
responded, “I am unabashedly an admirer o f outsourcing.. . .  There’s very- 
few things in life you can’t outsource.”14; 

Thus the privatized military industry is just the next logical step in this 
global trend of privatization and outsourcing. 140 It is simply a more aggres
sive manifestation of the market’s move into formerly state-dominated 
spheres. As one observer opined, “ If privatization is the trend these days, the 
argument goes, why not privatize war too? ” 14'
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5 The Global Industry of Military Services

“The times now require you to manage your general commerce with 
your sword in your hands.”

—The director of the East Indies Company to his employees

T he identifying marker of the privatized military industry is their of
fer of services traditionally falling within the domain o f national 
militaries (combat operations, strategic planning, military training, 

intelligence, military- logistics, and information warfare). Although a num
ber o f firms, Sandline and MPRI for example, are eager to trumpet their 
martial aspects, many others, understandably enough, do not openly iden
tify themselves as military players. Some, such as Vinnell or Booz Allen, are 
relatively hidden as divisions within larger corporate structures. Others, 
such as Armorgroup, identify themselves as lying outside the military field, 
using the more legitimate-sounding moniker of “private security firms.” 
Their claim is that they provide only passive services for private clients in 
domestic situations. However, they are far different from the security 
guards that work at local shopping malls. A number o f such “private secu
rity firms” are neither quiescent in their operations, nor are the settings in 
which they operate either peaceful or even civilian in nature. From offer
ing training in special-forces tactics to providing armed units designed to 
repel guerrilla attacks, both their services and their impact are definitively 
military in nature.

As the agent behind these services is a corporate one, we can perform the 
same type o f industrial analysis that is used to understand market structures 
in other, more seemingly innocuous business fields. Due to the focus on a 
few- firms rather than the broader industry, no one really has done so before. 
The benefit o f such an industrial analysis is not only to clarify the function 
of the military market and its constituent firms but also to glimpse into their 
likely evolution.

z

The privatized military industry is not a capital-intensive sector, particularly 
in comparison to such traditional industries as manufacturing or, more per-

I N D U S T R Y  S T R U C T U R E
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tinently, a public military structure; this is a critical feature o f the industry. 
The barriers to entry into the private military service market are relatively 
low, as are the economies of scale. Although national armed forces require 
substantial and regular budget outlays to sustain themselves, all one requires 
for a low-level PMF is a modicum of financial and intellectual capital.

For the PMFs that operate on the battlefield, the necessary tools o f the 
trade are readily available and often at bargain prices from the international 
arms bazaar. Many contracts are designed so that the client is responsible for 
providing the weapons or other logistical needs o f the firm; the PMF just 
supplies the personnel. If this is not the case, a number o f firms have been 
able to make gains by handling the purchasing on behalf of the client, for 
an added charge. This increases their significant profit margin. 1

The key to the PMF industry- structure is that the labor input is relatively 
cheap and widely available, both on international and local markets. The 
continuing supply drive behind the labor pool is the comparatively low pay 
and prestige in many state militaries. Employees of PMFs tend to be paid 
anywhere from 2 to 10 times as much as in the official military and police. 
Thus many of the public force’s best and brightest are lured away. In devel
oping regions, local militaries also tend to lack consistency in their pay, while 
in developed regions many ex-soldiers are drawn into the industry by the 
prospect o f combining their public retirement pay with a full private salary. 
Occupational stability and corporate rewards (including stock options in the 
more established firms) are further draws.

However, it is only when organized in a corporate structure that this 
workforce is able to realize its potential; individually, they provide much 
less added value to customers. The fact that the costs o f training have al
ready been born by state institutions means that these costs are borne else
where in society. Whereas a state’s military might invest hundreds of 
thousands o f dollars to recruit, train, and retrain each individual soldier, 
PMFs can quickly pull the same services from the open market for a frac
tion of a cost. This means that, although the industry can often be quite 
manpower intensive, with some operations employing hundreds and even 
thousands o f operators, their marginal revenue from each operator is even 
higher.

There is an added implication of this labor-capital mix. Since the barri
ers to entry are so low, corporate branding and reputation are the keys to 
moving into a position of dominance in the market. This may come from 
the reputation that employees carry over with them from past military ex
perience, such as MPRI selling itself based on the past battlefield achieve
ments of its employees while in the U. S. armed forces. Or, it may come from 
the successes of the firm itself and resulting high customer retention rates, 
such as with Armorgroup.
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V IR T U A L  C O M P A N IE S

An interesting feature of the burgeoning private military industry is that 
many of its firms operate as “virtual companies.” Similar to e-commerce or 
temp-worker firms that save by limiting their expenditure on fixed (“brick 
and mortar” ) assets, these firms do not maintain large numbers o f per
manent employees, in military parlance “standing forces.” But rather they 
use databases o f qualified personnel and specialized sub-contractors. 2 Most 
employees are then brought in once contracts are signed, on a case-by-case 
basis. Any tools of the trade (typically weapons systems and other military 
equipment) are not held in stock but rather are bought or leased rapidly 
from the international market, also on a case-by-case basis. Such global re
source allocation builds greater competence in contracting with less opera
tional slack. In business terms, the implication is that, compared to state 
militaries, the firms are also more boundary spanning.” That is, a greater 
portion of their organization is task-focused and in contact with the client's 
needs, which also builds greater efficiency.

An added consequence o f these lowered fixed costs is that it allows global 
location. Although it might be advantageous to base in areas rich in poten
tial recruiting or clientele (such as MPRI’s and Vinnell’s headquartering 
near the Pentagon), this is not a necessity. In the unregulated electronic 
world, potential employees can be contacted and recruited from almost any
where and databases and contracts can all be maintained on-line. Akin to 
the practices of the financial services world, a number of firms such as San d
line, maintain offices in central locations such as London and Washington, 
D. C., but are actually registered in more corporate-friendly environs such as 
the tax havens of the Bahamas or the Caymans.

The virtual nature of the structure also provides the potential for a short 
but profitable organizational half-life. Companies can rapidly dissolve and 
recreate themselves whenever the need arises (whether due to potential reg
ulation, prosecution, or even the need to shed a poor brand name). The 
close o f Executive Outcomes in December 1998 is the outstanding example 
of this. When domestic regulation became an issue, the original firm based 
in South Africa transformed itself into several firms located outside o f the 
country. The virtual form means that, if the local risks become too high, the 
company simply can “move on.”

This fluid structure is a major reason why many PMF advocates are able 
to make a claim that PMFs, as a rule, do not work against the interest of their 
home states. 3 Although this assertion is actually debatable (as later chapters 
explore), the fact remains that if a firm decides to place its headquarters in 
a particular place, it probably has already calculated that it is not going to 
have difficult regulatory problems with that particular home government. 4
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If it were to make a move contrary to its home state’s interest that threat
ened retaliation, it likely would be savvy enough to locate elsewhere first.9 j  O

IN D U S T R Y  EM PLO Y EE P O O L : T H E  VA LU E O F “ E X ”

The typical employees o f the military services are as global and as varied as 
its services. Coming from all over the world— Angola, Canada, Israel, Nepal, 
Ukraine, the United States, the U. K., and Zimbabwe, they are specialists in 
anything from reconnaissance and aerial insertion to logistics management 
or training dogs for demining. They range from jungle fighters with over 20 
years o f combat experience to ‘desk jockeys’ who possess only administra
tive skills. But one thing tends to unite all the workers of the PMF industry— 
almost everyone is a former soldier. The field is perhaps unique among 
industries in one’s former profession is integral to one’s present job. The 
very name “ex-”— ex-Green Beret, ex-Paratrooper, ex-General, and so on— 
defines the employee base of the private military industry.

For the most part, PMFs tend to hire former personnel o f national mili
taries. Some firms such as MPRI only recruit from their home military, 
whereas others such as Armorgroup are truly multinational in employee 
base. Employees may have been anything from the lowest-ranking enlisted 
personnel to the highest-ranking flag officers. A few firms also recruit from 
nonstate organizations and rebel groups (Executive Outcomes, for exam
ple, brought in veterans from the African National Congress), but the bulk 
o f the personnel in the industry have served for at least some time in the 
public military. This propensity may be in slight decline, however, in the in
formation and electronic warfare subsector of the industry, as computing- 
skills are more important in these areas than pure military background.

One lure is that the military industry offers recently retired personnel a 
relatively easy, even natural, transition stage into private life. An employee 
of a London-based PMF described the motivations that led him to join the 
industry. “I joined the Army at 18 and left at 42. What else could I do but be 
a soldier?. . .  What choice do I have? ”; This should not imply that the em
ployee pool in the PMF industry is only aged vets forced into retirement 
since at the typically young age o f recruits, a soldier could put in over 20 
years o f military service and still be just 38 years old at his or her retirement. 
Also, many soldiers around the world leave their forces before formal re
tirement age, due to some dissatisfaction with the service, or if they are 
downsized for political reasons. As a result many PMF employees are in their 
twenties and early thirties. Even those “graybeards” (as one interviewee re
ferred to himself) who do retire because they are too old for public sendee, 
still can provide their invaluable experience to client forces lacking in mili
tary background or leadership.

Likewise, just because its pool of employees is generally drawn from peo-
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pie who have exited the military, the industry is certainly no lesser in skill. 
In fact, it might even be the opposite. In this era of downsizing, lower com
parative pay, and diminishing prestige, private industry is quite able to pick 
and choose, and even lure many o f the best and brightest away from state 
militaries. In economic terms, the industry is able to “labor poach” and se
lect who its wants and needs. Not counting stock options or insurance, an 
enlisted soldier equivalent might make as much serving in a single day in a 
PMF combat team as they could in a month in the public military, providing 
quite an incentive. *’ In fact, the British special forces have recently launched 
an unprecedented recruitment drive, as many o f its soldiers are being en
ticed away by private military firms offering more than double their yearly 
pay. 7

That almost everyone in the industry is an “ex-something" has a twofold 
advantage. The costs of training and evaluation have been accrued else- 
where at the state’s expense rather than that o f the firm, which now bene
fits from them. This means that the cost of investment in employees’ skills, 
including the most specialized o f military proficiencies that took years and 
tens of thousands o f dollars of public spending to develop, is almost negli
gible for the PMF. This is a huge comparative advantage in relation to pub
lic agents. As far as ongoing human investment, the firm must typically only 
invest in the upkeep o f relevant skills and how best to harness them inside 
the organization.

The firm also has a preset screening advantage paid for by the public mil
itary. The employees’ service commendations and advancement will indi
cate their performance capabilities, as will the screening requirements o f 
the units and armed forces in which they served. In comparison, a state army 
must recruit generally and then hope that some percentage o f its training 
expense will pay off. This is part o f the reason why some firms such as MPRI 
use only members of their old national forces; they already know how to eval
uate them. It is also why veterans o f special-forces units or other highly re
garded units like the Gurkhas continually pop up in the PMF employee 
pools. In addition to their potential psychological proclivities to be drawn 
toward these demanding and adventurous careers, these soldiers have already 

 passed the most difficult of job skills tests. 8
The previous job  experience of a private firm’s employees also has the 

aforementioned advantage in brand marketing. Promotional literature and 
company websites often offer as much information on their employees’ pub
lic military records as they do on what the firm itself has done in the past. In 
the end, the structure of the industry means that most o f the firm’s value- 
added to a client is its employees; hardware can be acquired from almost any 
source, but appropriate expertise is hard to come by. Accordingly, firms are 
eager to recruit based on the prominence or reputation o f an employee or 
the units in which they served, as the final payoff to the firm will be much
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greater. At the command level, some firms make up a veritable ‘who’s who’ 
o f a nation’s ex-military establishment. MPRI’s parade o f stars is the classic 
example (see Chapter 8), but it is certainly not the only firm that plays to 
the cachet value. For example, Levdan’s commander in Congo was a former 
Israeli general, while other members included the office chief for Israeli in
telligence and the son of the Israeli Army’s Chief o f Staff.

In addition to the marketing benefits, recruitment for prominence has a 
veiled payoff as well. Such officers are more likely to be trusted and re
spected when selling to foreign clients. Back home they also can call on a 
pre-existing network o f contacts that feed them privileged information and 
contracts. 9

M A R K E T  C O M P O S IT IO N : S IZ E  A N D  R E T U R N S

There is no doubt that the provision of military services is a growing indus
try. For over a decade, the expansion of the sector has been acyclical, with 
the revenue pattern continually moving upwards. In other words, economic 
and political crises are fueling demand from outside the sector. Still in its in
fancy, the industry is yet to experience the typical maturity plateaus or even 
overall recessionary declines that occur in most industries. The industry is1
booming globally and adapting to the changing nature o f war.

Unfortunately, the lack of full transparency in the industry prevents ex
act data collection. Best estimates are of annual market revenue in the range 
o f $ 10 0  billion, indicating its health and power. 10 By the year 2010, the in
dustry is expected to at least double in revenue. 11

Moreover, the boom in the industry has a self-promoting effect. Success
ful operations are often publicized and the visibility o f its activities nourishes 
perceived insecurity among those that are not currently beneficiaries. This 
feeds back into further demand across the private military industry as a 
whole. For example, the Sierra Leone leadership hired Executive Outcomes 
after it read about the firm’s successful Angola operations in the news me
dia. Another structural benefit to the PMFs is that client dependency grows 
each time they outsource or privatize functions. The client loses expertise 
and capabilities and becomes more reliant on the PMF. This is part of the 
reason behind the great traction in the industry. 12

Accordingly, staggering economic gains have been made in investments 
in the PMF industry. In the 1 990s, publicly traded companies in the field 
grew at roughly twice the rate o f the Dow Jones industrial average. 13 Al
though not on the level of some of the most high-flying Internet stocks 
(many of which crashed), the rate o f return to investment in this sector has 
often been astounding— and without the stomach churning volatility. For 
example, during the 1990s an investor who bought stock in Armor Hold-
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ings would have had a rate of return roughly 10  times better than if they had 
put their money in the Standard and Poor’s 500 index. 14

The result is that although much o f the military-industrial complex on 
the production side suffered from downsizing and consolidation at the end 
o f the Cold War, the military services industry blossomed. In fact, it has 
offered a means for large military-oriented companies, such as TRW or 
Northrop Grumman (with its Logicon services division), to maintain prof
itability in time o f shrinking public contracts. For example, by making ven
tures into the service side o f the business, the middle-tier firm L-3 grew into 
the 143rd largest defense business in the world. 1 Similarly, through the bil
lion dollar contracts its BRS subsidiary had in support o f U. S. military op
erations, Halliburton was able to smooth out the overall downturn in the 
general oil-services industry in the mid-1990s.

Because they remain uncategorized by any formal measure, the exact 
number o f PMFs that have entered the market is difficult to establish and 
it most definitely remains in constant flux. The global number is estimated 
to be in the mid-hundreds. In London alone, there are headquartered at 
least 10 firms that have overseas contracts thought to be worth more than 
£ 100 million (roughly $ 1 Co million). These firms have more than 8, 000 ex- 
British soldiers on their books as employees. Similarly, at least several dozen 
firms based in the United States specialize in providing tactical and consul
tative military services. 10 Another Co such firms work in the demining sub
sector. 17 If one broadens the counting o f PMFs to include back-end military 
support firms, or diversified firms, the number multiplies.

Smaller organizations that primarily operate overseas, are thought to be 
even more numerous, but are harder to track. Many are chartered all over 
the world in corporate friendly locales and are often little more than a let
terhead and a Rolodex file or database o f willing employees. In Africa alone, 
close to 100 of such private firms come and go. Examples include: Omega 
Support, Southern Cross Security, Panasac, Bridge Resources, Corporate 
Trading International, Longreach PTY Ltd., and Strategic Concepts. 18

Due to the industry’s youth, there still appears to be significant market 
space open for new companies. For example, there are about 250 firms in 
the U. S. military training market. When measured in terms o f revenue gen
erated, the major firms dominate. Lockheed Martin has the largest mar
ket share at 18 percent. L-3/M PRI has 10 percent, and C AE Electronics 
has 8 percent. 19 However, although each grew their business between 
1997 and 2000, the three market leaders still lost 8 percent of their total 
market share. This indicates the growth of greater competition within this 
subsector.

Thus, the privatized military industry is still in its relative infancy, but it 
appears that the true boom lies shortly ahead. The reason for this optimism
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is that the potential client base is only now being tapped, meaning that the 
market is far from saturated.

M A R K E T  D R IV E R S: L U C R A T IV E  C O N T R A C T S  A N D  G R O W IN G  C L IE N T S

Contracts in the military services field range from under $ 1 million to well 
in the $ 10 0  million or more range. Moreover, business agreements in this 
industry often include hidden perks, side deals, spin-off earnings, and sec
ondary contracts that can multiply formal contract figures by four or five 
times in actuality. 20

The largest contracts are those linked to supporting the operations o f the 
most advanced militaries. Brown & Root has received over $2 billion as part 
of recurring contracts with the US Army in the Balkans. In 1996 alone, BDM 
had over $ 1 .  5 billion in military service contracts. Forty-five percent of 
SAIC’s overall revenue (roughly $1 billion) came from national security con
tracts with the U. S. military. 21 It must be remembered that these figures are 
not from the sale of weapons systems, as the traditional corporate-military 
relationship would presume, but from the provision o f military-related sys
tems operators and support.

The smaller fish in the market, often the most “virtual” and fly by night, 
compete for contracts closer to the low end o f the spectrum. These are gen
erally measured in the hundreds o f thousands of dollars. For example, Onix 
International, made up of ex-New Zealand SAS soldiers, rescued a busi
nessman held hostage in East Timor for $2 20, 000. 22 Examples of other such 
small businesses, “micro-caps, ” PMFs include Stabilco, Secrets, Security Ad
visory Services Ltd., and Special Projects Services Ltd. 23

Although governments and their militaries remain the obvious employers 
of the industry, the clientele of the military service industry also is growing 
to include: multinational corporations, non-governmental organizations, 
and the LIN and other regional and international organizations. These 
clients represent untapped areas and the next likely market drivers.

Multinational Corporations
In previous decades, the biggest risk faced by multinational corporations 

operating in poor countries was nationalization and seizure o f their assets 
by the local government. In the 1960s and 1970s, for example, BP and 
Exxon lost oil fields in Venezuela and Iran, and the firm Anglo-American 
lost its mines in Zambia. 2 1 More recently, however, such formalized expro
priations have become rare.

Instead, the real risk to investment located in the developing world is 
from violence directed at their employees or facilities. The U. S. State De
partment lists 74 countries in which physical security is a problem, o f which 
34 endure actual civil war or rebel insurgency. In many of these places, multi-
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national corporation facilities are often at the epicenter of conflicts. For ex
ample, oil industry facilities and pipelines are the focal point of fighting 
ranging from Algeria to Azerbaijan and mining corporation sites are con
tested in Congo. Sierra Leone, and Angola.

The dangers o f operating in these z. ones are quite high. In Colombia, for 
example, rebels attacked corporate pipelines and other oil industry facili
ties 985 times between 1986-1996 ; in 2001 alone, the 480-m ile Limon 
Covenas pipeline was bombed 170 times. 21’ After September 1 1 ,  the risks of 
operating in the Arab world are seen to have similarly intensified. 20 The re
sult is that doing business in conflict zones is often perceived as a true gam
ble. Or, as The Economist notes, ‘‘The world viewed from the boardroom is a 
nasty place.”27

The easier solution for these multinational corporations would be to pull 
back from risky areas and limit operations to safer confines. However, in ad
dition to the lost sunk costs, to do such would be to miss out an investment 
bonanza. High political-risk areas are among the last frontiers o f market ex
pansion; as such, the best business opportunities are often in the most un
enticing places. 28 The outcome is that in spite of the increasing dangers, 
foreign companies are investing huge sums into areas at conflict and reap
ing huge profits. In particular, natural resources such as oil, natural gas, di
amonds, gold, and bauxite all must be pulled out o f the earth wherever 
located, regardless if in a peaceful stable country or a raging conflict zone. - ’

The investment boom in the world’s most dangerous places has gener
ated a concurrent increase in demand for PMFs’ services. As the managing 
director of the firm Sterling Lines, Hugh Brazier, notes, “Companies are be
coming far more reliant on providing their own security because they can’t 
rely on foreign governments to protect them.”30 PMFs therefore provide an 
accessible means for companies not involved in security issues to manage 
their political risks abroad.

As such, PMFs act as “investment enablers, ” providing clients with robust 
security that make otherwise extremely risky investment options safe 
enough to be financially viable. In the midst of conflict, they create local
ized stability that reduces costs and increases investment values. For exam
ple, Halliburton received over $200 million to develop oil well services in 
the rebellion-ridden Angolan Cabinda enclave. Without the protection 
guarantees against rebel attacks provided by the PMF Airscan and its local 
joint ventures, this contract would be worthless. 01 If the PMFs were not pro
viding protection, it is unlikely that the multinational corporation would be 
willing to take the risk.

The result is huge outflows of money from these multinational corpora
tions to PMFs. In Algeria, where Islamic terrorists are battling the govern
ment, oil firms spend close to 9 percent o f their operational budgets on 
military-style protection. Similar measures are in place in Colombia, where
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fighting off leftist guerillas, narco-terrorists, and paramilitaries keep the se
curity costs for multinational corporations at around 6 percent. 32 As in the 
broader industry, the military services that multinational corporations pay 
for run the full gamut of possibilities. PMFs have provided other corpora
tions with everything from armed commando units to logistics services. Air 
Partner, a British firm, even recently launched a “global evacuation ser
vice.”33 The firm offers to whisk multinational corporation employees to 
safety from any conflict predicament, meaning that when a crisis emerges, 
expatriates and their families no longer have to rely on the Marines arriving 
offshore in time.

Humanitarian Operations: International and
Son-Governmental Organizations
Another “pot of gold” market for PMF contracts that is tremendously ap

pealing to PMFs is work for groups with humanitarian agendas, such as the 
agencies o f the United Nations or even nongovernmental organizations. 34

Already, PMFs provide important services to humanitarian operations. 
For example, it was the emergence of international institutions and non
governmental groups as new clients that caused the mine-countermeasures 
market to boom. Demining operations have been contracted out in nearly 
every U. N. operation, with the overall world market reaching $400 million 
annually. 35 Minetech and the Executive Outcomes offshoot Saracen provide 
such operations in Angola, for example. Portions of the police and logistics 
functions in peacekeeping operations have also been outsourced to such 
firms as Dyncorp. Likewise, nongovernmental aid groups often face extreme 
humanitarian disasters, such as the need to feed and house hundreds of 
thousands of refugees during the crises in Kosovo and East Timor. In these 
cases, they also looked to the industry for military-style surge capacity in the 
area of supply and engineering.

There is also a potential role for PMFs to provide the security for such op
erations. Aid agencies and nongovernmental organizations can always be 
found in danger zones. The industry offers the nonprofit sector a cost- 
effective means of reducing their security risks. A number, such as World- 
vision in Sierra Leone and UNHCR (United Nations High Commission for 
Refugees) on the Afghanistan border, have hired PMFs for protection and 
security advisory. 3*’ In a sense, the firms create a counterpart to their help 
to multinational corporations, becoming here what one might consider “aid 
enablers.” Indications are that this client sector will boom in the very near 
future. Faced with increasing attacks, the United Nations, for example, 
hopes to raise its annual budget on security for its relief and refugee agen
cies by 300 percent. 37

Adding U. N. aid agencies and other humanitarian organizations to their 
client list would clearly benefit the privatized military industry. A funda-
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mental problem in the past has been that many of the clients most willing 
to hire PMFs, weak states, are also those least likely to fulfill payment. In con
trast, recurring institutional support from international and nongovern
ment organizations would help diversify and solidify the revenue flow of the 
industry. An added bonus is that humanitarian operations tend to run to
ward the long term, meaning extended and thus more profitable contracts.

O f course, greater employment by nongovernment and international or
ganizations would have to be predicated on the companies gaining greater 
public legitimacy. Already edgy about using private military services and be
ing dependent on donor support, these organizations are drawn toward hir
ing the more reputable, higher-end firms. Firms that target this particular 
client sector might try- to discontinue their engagement with sketchier 
clients, such as authoritarian governments, or expand into new sectors, in or
der to appear to have cleaner hands. For example, Blue Sky is a security con
sulting firm that tries to distinguish itself by claiming to be formed specifically 
to act as an “ethical” firm. In turn, many see the recent expansion by Armor- 
group into the more innocuous sector o f humanitarian demining as a part 
o f a gateway plan to gain greater credibility within the international com
munity and further burnish its image. 38 It is important to note, however, that 
a shift by such firms away from working for unprincipled clients would sim
ply create a gap in the market. The demands of these clients would remain, 
only to be filled by companies less concerned with appearances.

M A R K E T  T R E N D S : G L O B A L IZ A T IO N , C O N S O L ID A T IO N , A N D  N O R M A L IZ A T IO N

The overall military services market is quite dynamic. Although as late as the 
mid-1990s no truly global companies existed, this seems to be the direction 
that much of the market is now moving toward. 39 Initially being made up of 
a limited number of firms offering limited military specialties, the PMF in
dustry is expanding to offer a wider range of sophisticated services.

As the businesses respond to marketplace demands, a rapid consolida
tion into diversified transnational firms is taking place. PMFs are essentially 
following the standard business techniques for market engineering used by 
other types of firms. Many are either partnering up with equals or acquiring 
smaller market participants with niche market and technologic specializa
tions. The reason for this consolidation centers on brand marketing and 
subspecialization seen as necessary by the leading firms to compete on the 
global scene. Broader-based firms can more easily offer the wider range of 
services that are seen as necessary for complex security situations. Already 
having social capital and established records in their brands, diversification 
also allows the bigger international companies to increase their market 
share rapidly. O f course, this is all to the detriment o f smaller specialized or 
local firms.
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The merger of the British firm Defense Service Limited with Armor Hold
ings exemplifies the trend toward consolidation and diversification. Using 
primarily ex-SAS personnel. DSL originally offered security training and 
consultation to governments and multinational corporations operating in 
conflict zones. It did everything from guard embassies and oil and mine in
stallations in Angola (where its employees numbered well over 1000) to 
training special-forces units in Indonesia, Jordan, Mozambique, the Philip
pines, and Uganda. Over time, it slowly expanded its operations by acquir
ing other similar companies using ex-SAS personnel, such as Intersec and 
Falconstar.40 In turn. Armor Holdings, a United Stated-based firm that 
started out in the body armor business, acquired DSL in 1996. Intent on 
building up its “risk management services, ” with a growth through acquisi- 
tions-strategy, it created the new Armorgroup division, with DSL at its core. 
It then began filling out these service-side offerings. Over the last four years, 
Armor has acquired 20 new companies, bringing under its control an array 
o f military-related services, ranging from mine clearance to intelligence.

With the realization that the Internet is vast unregulated environment 
weakly controlled by governments and thus a ripe market, Armor also has 
begun to expand its “virtual security” offerings; it recently purchased both 
IBNet, which does Internet surveillance and competitive intelligence gath
ering, and NTI, staffed by former U. S. Air Force personnel, which does com
puter security and investigations for both state agencies and Fortune-500 
corporations (including C. N. N, Yahoo, and E-Bay). As the threats of Internet 
crime and cyberterrorism continue to grow at an exponential rate, Armor’s 
new stake in the virtual security field will likely become increasingly valu
able. 41

Another Armor acquisition was that of the Alpha firm, based in Moscow. 
Alpha is essentially a privatized unit of “Alpha, ” the most elite Soviet special- 
forces organization, an equivalent o f the U. S. “Delta Force.” The “Alpha” 
unit was known as “the Spctnaz of Spetnaz, ” as its members were recruited 
from the best o f other Soviet elite forces. 1'- For Armorgroup to add the 
legacy o f this unit was a significant gain in both capabilities and reputation, 
particularly for operations in former Soviet states.

Such corporate alliances and acquisitions allow Armorgroup to maintain 
a truly global presence. It has over 5000 personnel located in over 40 sub
sidiaries based in over 50 countries. A typical example of one of its subunits 
is Defense Systems Colombia (DSC), previously a subsidiary o f DSL and now 
within Armorgroup Latin America. DSC has over 350 personnel, most of 
whom are ex-Colombian military, including its general manager, who was 
the former commander of the Colombian army. It provides protection 
within Colombia from rebel attacks, primarily to multinational corporation 
facilities. 43

The success of Armor’s acquisitions strategy was demonstrated when it



was named among Fortune magazine’s 100 fastest growing companies in 
1999 and 2000. 11 Overall. Armorgroup’s contracts have grown by nearly 
400 percent in the last 4 years, almost entirely through referrals. Some sub
units have been even more successful (such as DSC, which grew 750 percent 
from 1997 to 2000). 45 As one financial analyst notes of Armor, “They have 
also demonstrated a very capable ability to integrate the companies they’ve 
purchased. . .  The market they’re participating in is incredibly fragmented, 
with little end in sight to their acquisition opportunities.”41’

Armor is just one example o f the merger mania in the military sendees 
field, but as a market leader, its strategic vision has set the tone. Other re
cent mergers include that o f Securicor and Gray Security. Gray, in turn, owns 
the mid-tier military firm Teleservices, active in the Angola conflict. 17 Group 
4 Falck is a Danish firm that has gone on a buying spree, most recently pur
chasing Wackenhut. In the summer o f 2000, MPRI was purchased by L-3 
Communications, a firm specializing in communications and security sup
port services. L-3 was created in 1997 by the merging of business units spun 
out of the defense manufacturers Loral and Lockheed Martin. 18

These acquisitions are also important in that they may very well be part 
of a process of industry “normalization, ” a process by which the emerging 
privatized military industry becomes considered no different than any other 
industry. When L-3, which is listed on the New York Stock Exchange, pur
chased MPRI. one of the most prominent PMFs, there was no controversy 
whatsoever, including no outcry from either individual stockholders or the 
investment institutions that control the majority of its shares. As one execu
tive of MPRI jokes, “Anyone with a 401 (k) retirement plan is probably an in
vestor in our company.”49

S P E C IA L IZ A T IO N  A N D  R E P U T A T IO N : L IM IT S  T O  
C O N S O L ID A T IO N  A N D  G L O B A L IZ A T IO N

Although the move toward corporate military conglomerates is in full effect, 
some sectors o f the field remain highly specialized. This is due to concerns 
of reputation that cut in both directions. A number of firms that engage in 
humanitarian operations, such as the demining companies Ronco or Mine- 
tech, focus only on their singular specialty, despite the fact that they recruit 
many of the same ex-military personnel as larger, more diversified firms. 50 
Although still military in nature, demining is considered more acceptable 
than such areas as combat training or strategic consulting, because it involves 
weapons’ removal, rather than use. In order to keep their humanitarian- 
minded clients happy, many demining firms do their utmost to disassociate 
themselves from the rest o f the PMF industry and the “mercenary” label. The 
fate o f these firms remains to be seen, as the diversified PMF conglomerates 
move into their sectors.

T H K  G L O B A L  I N D U S T R Y  OK M I L I T A R Y  SKRVICKS 8 5
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Reputation concerns also limit consolidation in an opposite manner. 
Outside of global tier companies, a market niche remains for more aggres
sive, smaller firms that can cut informal deals that these bigger transnational 
firms cannot. Such companies have less regard for their corporate image 
and can more easily insinuate themselves in the political network of un
seemly regimes. They also can utilize the barter system of payment that 
larger firms with scrutinized accounting practices would not be able to em
ploy. Such PMFs are the firms that are most likely to go “rogue, ” as explored 
further in chapter 14.

Some transnational firms try to have it both ways. They have a central 
global brand, but also attempt to take advantage of the benefits o f such 
smaller organizations by rapidly spawning new firms once they gain entry 
into a local market. The associations that built around Executive Outcomes 
was an example o f this, whereby soon after deployment into a country it 
would create a network of smaller local firms. Led by former employees, 
these spin-offs specialized in different services, ranging from security pro
tection to airlift. Some even moved out o f the military services field and re
turned to general industry, entering the telecommunications and even 
vacation/resort business. Having seized local market share, these new firms 
would remain even after the original PMF’s operations had ostensibly 
ended. In Angola, such 'stay-behind’ firms associated with Executive Out
comes reportedly included Shibita Security, Stuart Mills, Saracen, and Alp

ha 5 -
The result of this marriage o f local specialization and transnational 

branding is a flexible network, loosely linking each new market into an over
all corporate structure. There are three key advantages o f this system. First, 
it reduces the already limited capacity of domestic regulators back in the 
central firm’s home country to monitor its activities. Second, the web of re
lated businesses provides an added flow of corporate rewards to PMF em
ployees. Third, the overall network can be mobilized by the transnational 
firm whenever it needs a surge capacity for larger operations in one spot. ’ 1 
This modern structure is akin to what economic historian Frederick Lane 
described in the development of “differentiated enterprises” in colonial ar
eas, where the military  end of an enterprise created trade opportunities for 
other corporate units. '’2

However, the PMF industry may not completely mimic the development 
of such colonial industries. In fact, a new change in the market is that PMFs 
from less developed countries have recently emerged. For example, demi
ning firms based in Africa are slowly gaining market share in the sector, to 
the detriment o f those from richer states. Minetech, based in Zimbabwe, has 
quickly become one o f the industry leaders, winning over 130  contracts 
around the world, worth more than $1 billion. The irony is that a PMF based
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in an area that has recently suffered from war may even have a comparative 
advantage— because of the war’s effect on labor pricing and experience.

It remains to be seen however how these firms will evolve. These firms can 
provide relatively inexpensive military services that may be able to undercut 
established Western firms. 1’3 As many clients may be under significant bud
getary restrictions, clear price differentiation may be significant in their de
cisions on which PMF to hire.

Thus, it is a possibility that future industry  clients will have an even 
broader private military service menu to choose from. Bargain price solu
tions from developing-region PMFs may duel with the latest technical 
panacea offered by Western-based firms. Competitive issues will mean that 
the more successful PMFs will likely be those that move toward product in
tegration rather than pure cut-rate price or pure technological expertise; 
that is, the strongest competitors will be those that can best balance cost ef
ficiency and quality.

However, another likelihood emerges. Just as has happened in other 
emerging industries, smaller locally-owned firms may be gobbled up in their 
embryonic stages, before they threaten the larger transnational conglomer
ates. The market seems to have a tendency toward consolidation and the 
larger international firms will be able to make quite attractive offers at the 
outset to induce the best smaller firms to link up. Armorgroup’s franchise 
system may be the model for this expansion.



S I X

6 The Privatized Military Industry 
Classified

The panoply of services defies classification, but they all involve the ex
port of private military expertise in some fashion.

Juan Carlos Zarate, ‘The Emergence of a New Dog of War”

T he firms that participate in the military industry neither look alike 
nor do they even serve the same markets. They vary in their market 
capitalization, number o f personnel, firm history, corporate inter

relationships, employee experience and characteristics, and even the g e o
graphic location of their home base and operational zones.

The single unifying factor for the privatized military industry, though, is 
that all the firms within it offer services that fall within the military domain.
But even these services themselves are quite diversified. While firms such as 
EO and Sandline offer direct combat services, Saladin Security and Armor- 
group offer military training and assistance located primarily off the battle
field. Levdan offers assistance with military weapon procurement (that is, 
where to get the weapons one needs), while MPRI provides consulting and 
strategic analysis (how to employ such weapons in the most effective man
ner). Asmara and Network Security Management bid services in the secretive 
field o f intelligence, while Brown & Root operates in the more innocuous 
privatizing of military logistics.1

Accordingly, a true problem for understanding the overall military- in
dustry and generating a theory about it is that this internal variation has 
largely gone unexplored. A general belief among the existing studies of 
PMFs is that there is no clear method to break the industry down into its 
constituent parts.2 Furthermore, understanding of the privatized military ind

ustry is seriously hampered by the fact that few generally accepted defini
tions exist, even of the most basic terms. 3 A new taxonomy of the industry is 
needed, one that is not only more logical, but also attuned to the unique 
business-military cross that defines the industry.

88
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A few attempts have been made at classifying PMFs as groups, rather than 
thinking about them only on a case-by-case basis. The typical analytic divi
sion has been to distinguish firms by the general level of their activity. Some 
firms are termed “passive” in their operations and those that are “active.” A 
number o f analysts and some of the firms themselves use this classification. 1 
For example, companies that engage in combat operations or seize territory, 
such as Executive Outcomes, are placed in the “active” category, whereas 
those that defend territory or provide training and advice, such as MPRI, are 
placed in the “passive” category.

Unfortunately, this categorization has been unsuccessful from either an 
analytical or theoretical perspective. The original basis for dividing compa
nies into “passive” and “active” boxes was more for simple convenience (and 
biased self-definition by the firms themselves), rather than as a taxonomy 
designed to yield explanatory and predictive implications. Hence, theoretic 
development remains stymied, with no clear policy prescriptions, no new 
findings, and no new research questions about the differing impacts of the 
firms have been drawn from it, nor were ever planned to be.

The ultimate problem is that “passive” and “active” firms are conceptu
ally interchangeable, as are their results. The hire of either type of firm can 
have quite strategic effects and help alter the entire course o f the war, con
trary to their monikers. To place different firms within this active-passive di
vision also often requires impossible dexterity and usually is dependent on 
one’s perspective. One person’s active firm is another person’s passive one.

For example, firms, such as Armorgroup or Southern Cross Security, 
which offer area defense and installation security within conflict zones, are 
often conceived as “passive.” Rather than attacking forces or seizing terri
tory, they simply create a zone of security around a client’s assets. However, 
both their operations and the impact that their hiring has on the outcome 
can also be conceived as very active. Rather than being simple security 
guards in the domestic conception, such firms stake out the control of zones 
and fend off military attacks, sometimes using military-style force. Due to the 
nature o f most internal conflicts and wars, the facilities that such firms de
ploy to guard are often strategic centers o f gravity. Their market entrance, 
even as a “passive” firm thus has strategic impact. For example, some firms 
protect corporate sites that serve as primary funding sources for sides in civil 
wars or lie across critical lines o f communication, as with the Belgian firm 
IDAS in Angola. 5 In cases such as these, their hire and resulting defense of 
these sites is actually perceived as aggression by the other side.

Some theorists try to circumvent this difficulty by determining the passiv
ity of a firm by whether its employees are armed or unarmed. This is often 
the distinction used to separate “private military companies” from “private
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security firms.” Although this does set a more clear line o f differentiation, 
the passive-active division is still the crux of the system and it still does not 
work. Many firms that describe themselves as “security” companies often per
form military roles, with military consequences. 6

The underl ying basis of the distinction is built on dubious assumptions. 
In addition to “armed versus unarmed” being an antiquated division in an 
era when a person pushing a computer button can be just as lethal as an
other person pulling a trigger, whether a firm’s employees actually operate 
weapons or not does not determine their ultimate role or impact on a con
flict. In the instances o f both Croatia and Ethiopia, private consultation and 
training were critical enabling factors to successful, war-ending military of
fenses. Yet, the firms that offered these sen-ices would be defined as passive, 
simply because their employees were unarmed and too high-level to be 
wasted on the battlefield. This division also counterintuitively lumps firms 
that offer military officers for hire or provide training in offensive military 
doctrine along with those that offer logistics or supply-chain management. 
The services obviously differ, but the passive/active distinction does not rec
ognize why.

The final problem is that the active/passive, private security/military 
monikers are really normative determinations within an economically mo
tivated setting. For good reason, no other industry classifies its sectors this 
way, as the categorization typically degenerates into a biased way of distin
guishing the “good” passive/private security firms from the “bad” active/ 
private military firms. For the most part, firms are quick to claim themselves 
as passive, for obvious reasons. They then have a better claim to legitimacy 
and less reason to fear regulation.

Other attempts at dividing the industry have used boundaries drawn from 
general political science. One suggested delineating line was whether the 
firm was purely international or domestic in orientation. 7 In today s global 
world, this division is artificial and antiquated. It ignores not only the multi
national characteristics of the industry (in both its basing and operations), 
but also firms’ rapid ability to transfer and recreate themselves across state 
borders. A firm that one day is considered international could quickly close 
shop and then open domestic affiliates the next day, much in the manner 
that Executive Outcomes did. Moreover, most wars today are internal, so it 
is unclear what is gained by this national borders distinction.

Another potential classification system is drawn from offense-defense the
ory (ODT); that is, whether the firm’s services are designed to bolster or to 
deter aggression. 8 Leaving aside the general problems with ODT’s failure to 
deliver on both its explanatory and predictive claims in regular military af
fairs, when applied to the military service industry, this theory quickly suf
fers from the same problems as the active-passive distinction. 9 Just as almost 
any weapon or doctrine has both offensive and defensive implications de-
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pending upon one’s perspective (that is, which end o f the gun barrel one is 
facing), so too can the firms that enable their use. An added problem with 
this system is that the critical factor in classifying the firms then would lie 
outside the industry. How to determine the firm’s type would depend on the 
client’s motivation for the hire for a specific contract, rather than anything 
intrinsic about the firm.

T IP -O F -T H E -S P E A R  T Y P O L O G Y

The solution to this dilemma is to recognize the duality that is at the very na
ture o f the privatized military industry. At its base level, the industry is driv
en by both military and economic fundamentals. A successful typology o f its 
constituent parts must take into account both elements.

In the military context, the best way to structure the industry is by the 
range of services and level o f force that a firm is able to offer, the industry. 
The useful analogy from military thought is the “Tip of the Spear” meta
phor. 10 Traditionally, units within the armed forces are distinguished by 
their closeness to the actual fighting (the “front line” ) that result in impli
cations in their training levels, unit prestige, roles in the battle, directness 
of impact, and so on. For example, an individual serving in a front-line 
infantry unit (that is, in the “tip”) possesses completely different training ex
periences and even career prospects than one serving in a command or a lo
gistics support unit.

Using this concept, military organizations break down into three broad 
types of units linked to their location in the battle space: those that operate 
within the general theater, those in the theater of war, and those in the ac
tual area o f operations, that is, the tactical battlefield. 11

What is most interesting, though, is that organizing the private military 
industry by the services offered by equivalent military unit types more or less 
mirrors the distinctions made among firms within general corporate indus
try. The type o f services that a firm offers and where they are located within 
the client’s organization is how one categorizes the normal business out- 
sourcing industry. Outsourcing firms are also broken down into three broad 
types (service providers, consultative firms, and noncore service outsourc
ing). Thus, the-tip-of-the-spear distinction— by military unit location— is 
analogous to how outsourcing’s linkage with business chains also break 
down. This further illustrates the utility o f a typology drawn from both con
texts, as then cross-field parallels and lessons can be drawn.

The privatized military industry is thus organized into three broad sec
tors: Military Provider Finns, Military Consultant Finns, and Military Support 
Finns. The benefit o f classify ing the PMFs with this typology is that one can 
then explore not only the variation within the industry but also the variation 
in firms’ organization, their operations, and impact. Broader statements can
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be made about overall firm types, rather than being forced to rely on sim
ple judgments that only apply to one specific firm. The result is a system of 
classification that not only reflects the unique complexion of the military 
service industry, but also, ultimately, yields theoretically informed findings 
that cross the political and business arenas.

The proviso o f any such typology, however, is that it is a conceptual frame
work rather than a fixed definition of each and every firm. Some firms are 
clearly placed within one sector. However, similar to other industries and 
equivalent military functions, other firms lie at the sector borders or offer a 
range of services within various sectors. Moreover, with ongoing global con
solidation into ever larger multinational PMFs, there is a potential growth 
in the number o f these firms, such as Armorgroup, that cross sectors. De
spite this, the framework remains robust. Such sector-spanning firms usually 
still divide down into internal divisions that fit within the defined sectors. As 
later chapters explore, the ensuing impact of a contract is determined by 
the sector that it would fall under.

M IL IT A R Y  P R O V ID E R  FIR M S

“Military Provider Firms” are defined by their focus on the tactical environ
ment. In a military sense, such firms provide services at the forefront o f the 
battlespace, by engaging in actual fighting, either as line units or specialists 
(for example, combat pilots) and/or direct command and control o f field 
units. This purchaser/“provider” split is drawn from common business ter
minology. It defines those firms that supplement the client’s core activity at 
the implementation level o f the business chain, often having direct contact 
with the customer base. 1-
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Executive Outcomes, Sandline, SCI, and NFD are the classic examples of 
this type of privatized military implementers, having run active combat op
erations in Angola, Sierra Leone, Papua New Guinea, Indonesia, and else
where. Firms that fill specific military specialties on the battlefield, such as 
Airscan’s capability to perform standoff military reconnaissance for the U. S., 
Colombian, and Angolan governments or Sukhoi’s air force leased out to 
Ethiopia, are also included in this category. Some nonmilitary corollaries to 
firms in this sector include sales brokerage firms such as Advantage Crown 
and Kelly (dark, that represent multiple manufacturers who have out
sourced their retail force, or “quick fill” contracting firms that work in the 
computer programming industry.

Typical clients of firms in the provider sector tend to be those with com
paratively low military capability, faced with immediate, high threat situa
tions. Firms within this sector tend to offer clients two types of contracts, 
providing either a) overall unit packages, or b) specialized “force multipli
ers.” In the first case, the firm provides the client a stand-alone tactical mil
itary unit. Although firms often provide small combat teams, sometimes they 
provide large-scale, combined-arms units that could operate independently 
on the battlefield. In Sierra Leone, Executive Outcomes deployed a battal
ion-sized unit on the ground, supplemented by artillery, transport and com-
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bat helicopters, fixed wing combat and transport aircraft, a transport ship, 
and all types of ancillary specialists (such as first aid and civil affairs). In this 
type of situation, the firm is not supplementing the client’s pre-existing 
forces, but rather providing an alternative or even replacement to them. 
Some firms make the marketing analogy to the changes in the computing 
industry (the operations of Dell in the late 1990s as compared to the IBM 
of the 1980s). Rather than selling only the hardware, they also deliver a 
workable package, containing all the elements the client needs to make use 
of modern military technology, that is, the hardware, software, personnel, 
installation, training, and implementation. 13

Although these firms deploy units that are often much smaller in man
power relative to their client’s adversaries, their effectiveness lies not in their 
size, but in their comprehensive training, experience, and overall skill at bat
tlefield judgment, all in fundamentally short supply in the chaotic battle
fields of the last decade. 1 1 Utilizing coordinated movement and intelligent 
application of firepower, their strength is their ability to arrive at the right 
place at the right moment. The fundamental reality of modern warfare is 
that in many cases such small tactical units can achieve strategic goals. l: It 
must be remembered that their combat adversaries are often light on mili
tary training and may even have a core cadre that is also small in number, 
(diaries Taylor launched his rebellion in Liberia with only a few dozen men, 
as did Sankoh in Sierra Leone and Kabila in Zaire/DRC. Equally small num
bers of top-level military experts, added to the opposing sides, could have 
been more than enough to tilt the balance at the early stages of these wars. 10

However, it is more common for military providers to offer the second 
type of contract, as “force multipliers.” The firm’s employees play active roles 
alongside those o f the client, but in a way designed to make the overall com
bination more effective. Typically, their employees provide either special
ized capabilities too cost-prohibitive for the local force to develop on its own 
(such as flying advanced fighter jets or operating artillery control systems), 
or they may be distributed across the forces o f the client, in order to provide 
general leadership and experience to a greater number of individual units. 
In the first case, using a firm to fill out specialty roles may provide a local 
force the combined arms capability that it would otherwise lack, or provide 
an edge in one critical combat domain— such as gaining control o f the air. 
It is important to note that even clients with relatively strong militaries might 
choose this option of hiring private specialists from the provider sector, in 
order to have the very best o f all fields. 17

In the second case, of specialized “force multipliers, ” the effectiveness of 
the generalists is not found in their numbers, but in their skills at battlefield 
assessment, management, and coordination. At the tactical level, provider 
firm’s employees can act as mini-generals, providing the expertise that is of
ten lacking. 18 As their client's forces are often marginally trained and disci-
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plined, the addition of a few highly skilled personnel to ‘stiffen the backs’ 
can have dramatic impact, akin to past colonial armies that mixed tribal lev
ees with trained officers.19 Another more recent example is the impact that 
a small number of U. S. special force personnel had when distributed among 
Northern Alliance forces in Afghanistan.

A final note regarding firms in this sector must be m ade. As is explored 
later, this is the most controversial sector of the private military industry. 
Provider firms also tend to be the most “virtual” in structure, with the con
current advantages of quick restructuring and transferability. They tend to 
attract the most negative public attention and are at greater risk of external 
regulations being implemented that may prove damaging to their business.

For this reason, understandably, most firms within this sector are quick 
to deny that they offer tactical military services, often claiming just to be mil
itary advisers (one is reminded of the descriptions o f the U. S. military’s early 
role in Vietnam). In many cases, however, the reality does not reflect their 
claims. As a former major from the British Parachute Regiment, who now 
works for such a firm, tells, “If we do operate in civil wars, we are there as 
‘advisers’ or ‘ trainers. ’ But, of course we are on the frontline, and the excuse 
is so that we can see if our training is working.”20 Others claim to only be 
providing “security” or “guarding facilities.” But, as noted earlier, this secu
rity entails military-style protection, from military threats in the midst of war. 
As a result, identifying the specific firms within this sector is often a daunt
ing task. It is certain, however, that as long as a demand for military provid
er services exists, some PMFs will agree to engage in active combat.21

M ILIT A R Y  C O N S U L T IN G  FIR M S

Firms that provide advisory and training services integral to the operation 
and restructuring of a client’s armed forces characterize the second sector 
within the military services industry. They offer strategic, operational, and/
or organizational analysis. They have engagement with the client at all lev
els, except at what businessmen would describe as “customer contact.” That 
is, they do not operate on the battlefield itself. Although their presence can 
reshape the strategic and tactical environment through the re-engineering 
of a local force, it is the client who bears the final risks on the battlefield. 
This is the critical distinction from firms in the provider sector. The impact 
of consulting firms, however, is not any less than those in the other sectors. 
Their employees may not engage in direct combat activities, but in modern 
warfare, the application of knowledge and training are often just as valuable 
as the application of firepower. 22

Examples o f firms in this sector include Levdan, Vi nil ell, and MPRI. The 
best nonmilitary corollaries to this type are management consultants, with 
similar sub-sector divisions. For example, some nonmilitary consulting firms,
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such as McKinsey or Bain, focus on the high-level strategic side similar to 
MPRI, whereas other subsector firms such as Arthur Anderson tend focus 
on the more technical aspects, similar to what Dyncorp does in the military 
sector. 23

The typical client of a military consulting firm tends to be in the midst of 
military restructuring or aiming for a dramatic increase in its capabilities. 
Their needs are often not as immediate as those who hire firms in the pro
vider sector, but the contract requirements are often more long-term, as well 
as more lucrative.

The primary advantage of using outside consultants is access to and del
egation of a greater amount of experience and expertise than almost any 
standing public military force in world can match. For example, MPRI has 
behind it the skill-sets of thousands of ex-officers, including four-star gen
erals. The addition of such a brain trust to any force can provide a powerful 
military advantage.

The “commander’s estimate, ” as it is known in military parlance, is at the 
crux of firms’ offerings in the military consulting sector. In essence, the 
client is seeking the firm’s expert military advice. The typical consultant con
tract specifies a situation facing the client — be it how to recapture a rebel 
province, or how to restructure a military. The firm then analyzes what might 
be done to solve the predicament. 24

An important intra-sector distinction is then between firms that offer 
pure analysis and those that offer the consultation and training linked to 
these recommendations (but not implementation— the distinction with the 
provider sector). In an ideal setting, the firms would provide unbiased eval
uation in this initial estimate. But since there often exists the possibility of 
further contracts down the road, many military consultancy firms are moti
vated to make recommendations that seek to steer future business their own 
way. In common business terms, this is described as gaining “traction” with 
a client, through the establishment of a long-term relationship. The aim is 
for repeating contracts. 25

Hence, the irony of contracting with consulting sector firms is that some- 
times their hire, although originally intended to build a self-sufficient force, 
may have the reverse effect. By turning over critical self-evaluation tasks, the 
client can become increasingly hamstrung in its own decision-making 
processes. It gains no experience from its own activities and becomes in
creasingly more reliant on the firm’s expertise. Familiarity also breeds a 
greater trust in the hired company as an honest broker. Although this can 
be a positive development, it also enhances the firm’s opportunity to later 
press the need for additional contracts. 21’ These new contracts may or may 
not be necessary, but as the client’s dependence grows, it will be less able to 
decide on its own.

A number of firms in the military provider sector, such as Sandline, have
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made public moves toward transforming themselves into consulting firms 
because of the greater legitimacy and profit margins within in the military  
consulting sector. 27 The line between advising and implementing, however, 
sometimes can be quite fuzzy; often, if a trained soldier has been hired to 
teach, it is difficult to duck out o f the way when the opportunity comes to 
put training into practice. 28 During the Gulf War, for example, employees 
of Vinnell accompanied their Saudi National Guard units into combat at the 
battle of Khafji.29 Thus, firms that self-identify as military consultants may 
not always be such, and close observation of their actual activities may be required 

.

M IL IT A R Y  S U P P O R T  FIR M S

Firms that provide supplementary  military services characterize the third 
sector o f the industry. These privatized functions, include nonlethal aid and 
assistance, including logistics, intelligence, technical support, supply, and 
transportation. As with what has occurred with supply-chain management in 
general industry, the benefit of this type of military outsourcing is that these 
firms specialize in secondary tasks not part of the overall core mission of the 
client. Thus, they are able to build capabilities and efficiencies that a client 
military cannot sustain. The client’s own military, in turn, can concentrate 
on its primary business o f fighting. The most common clients o f such sup
port firms are those engaged in immediate, but long-duration interventions, 
that is, standing forces or organizations in need of a surge capacity.

The military support sector is not only the largest in scope and revenue, 
but also the most varied in subsectors. Interestingly, it is also the sector least 
explored in the context o f military privatizing.

Often misunderstood as just traditional “contractors, ” military support 
sector firms are typically not included in analyses o f the privatized military 
industry. The simple reason is that their often mundane operations appear 
less “mercenary.” However, as with their equivalent support units in the mil
itary, although they do not participate in the execution or planning of com
bat action, they fill functional needs critical to overall combat operations. 
Like the troops serving in the support units that these firms are hired to re
place or supplant, military support sector employees are also still open to 
combat threats. One side’s rear area is another side’s deep battle. -'0 The dif
ference is that in the past, whenever their duties took on a role more inte
gral to the military, contractors lost their civilian status and were replaced 
by official military units, such as the Seabees, the U. S. Navy construction bat
talions in World War II. -' 1

Whereas the firms in the provider and consulting sectors tend to be akin 
to what economists term ‘freestanding, ’ that is, originally established for the 
specific purpose of utilizing domestic advantages to serve targeted external
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markets, military support firms often are more like traditional multinational 
corporations. 32 Typically, they have either expanded into the military sup
port market after reaching a level of dominance in their original business 
ventures elsewhere, or found it to be an external area where they could max
imize previously established commercial capabilities. For example, Ronco 
was once a development aid company that has since moved into demining. 
BRS originally focused on domestic construction for large-scale civilian proj
ects, but has since found military deployment support and logistics a prof
itable area in which to leverage its prior expertise and resources. BRS 
augmented U. S. forces in Somalia, Haiti, Rwanda, Bosnia, and most recently 
secured a $ 1  billion dollar contract in support o f KFOR in Kosovo. 33 This 
last figure illustrates that firm revenue tend to grow in size as one moves up 
the industry typology. Other military support sector firms include Boeing 
Services, Holmes, and Narver. Parallels o f general support sector firms in
clude companies such as Marriott-Sodexho that offers institutional facilities 
management and, o f course, general supply-chain management firms that 
many military support sector firms are modeled after.

The military’s core task is generally perceived as combat, so it is far from 
surprising that the primary areas for support sector firms has been in the 
more mundane combat support sectors. Although it was once seen as un
suitable for privatization, the military logistics role— transporting and sup
plying the troops on the battlefield— has been notable for the extent o f this 
sort o f privatization. Part o f the reason for this lies in the greater number of 
multinational operations (which have the inherent problem of national dif
ferences in equipment and procedures), in regions with weak local infra
structures. The other part is a result of downsizing and elimination of 
logistics units, as forces try to squeeze the fat out o f their organizations. 34 
During the Gulf War, private U. S. firms undertook almost the entire logis
tics and maintenance support for the Saudi army. 3-’ In more recent overseas 
deployments, the U. S., British, French, Canadian, and Australian militaries 
have all outsourced major parts o f their logistics to private military firms.36 
Indeed, the Canadian armed forces recently privatized its entire supply 
chain, including weapons maintenance and transportation, to the British 
firm, Tibbett and Britten. Other clients of the firm include Wal-Mart and the 
Gap, such that critics jokingly termed the outsourcing plan “Warmart.”37 

Just because it is increasingly being outsourced, however, one should not 
doubt the importance of logistics to overall military operations. In the very 
words of official U. S. military doctrine, “Since the dawn of military history, 
logistical capabilities have controlled the size, scope, pace, and effectiveness 
of military operations. . .  Logistical capabilities must be designed to survive 
and operate under attack; that is, they must be designed for combat effec
tiveness, not peacetime efficiency.”38

The privatizing o f rear-area or supplementary military functions, though,
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has not been limited to logistics. Firms active in the support sector run the 
gamut from Ronco and Special Clearance Services that clear land mines to 
Strategic Communications Lab, a firm that provides psychological opera
tions (PSYOPs). As with the other subsectors in the industry, the expansion 
and development of information technology has enhanced military oppor
tunities for private firms.

Some of the more intriguing subsectors o f the private military industry 
have been that o f privatized intelligence and information warfare. At all lev
els o f warfare, these functions, which involve gaining knowledge about an 
opponent, while denying them knowledge of oneself, are critical to military 
success. Thus, they traditionally have been restricted to the most trusted in
stitutions of the state. However, a growing assortment of private firms now 
offer these services, mail)- of them formed by intelligence analysts and op
erators made superfluous since the end of the Cold War. Although it sounds 
somewhat shocking that private firms could undertake such roles, in a sense 
their growth is a throwback to the past. For example, during the American 
civil war, the Pinkerton detective agency (now part o f Securitas A. B. ) was the 
primary intelligence organization for the Union side; that is, until the Union 
considered the area serious enough to develop its own spy forces. 39

Part of the rationale for this outsourcing is that the commercialization of 
high technology has meant that the intelligence capabilities limited to the 
superpowers just a few years ago are now available to any willing buyer. Lo
calized reporting that once could only be accessed at great risk by being 
smuggled across borders is now readily available on the Internet, as can the 
reams of state statistical data that was once the sole provenance of intelli
gence agencies. Many private intelligence firms market organized databases 
of these materials.

That a great deal o f information comes from open sources does not 
change its importance. According to former CIA Director James Woolsey, 
about 95 percent of all intelligence comes from open sources; the other 5 
percent is from covert sources, in the case o f the United States, predomi
nantly satellite surveillance. 40 Even in this area, the proliferation of civilian 
earth observation satellites and improvements in image analysis techniques 
mean that the private market is already eroding the great power monop
oly. 41 After the terrorist attacks o f September 1 1 ,  the CIA and U. S. Air Force 
even began contracting out some of their high resolution, satellite photog
raphy for operations in Afghanistan to Space Imaging and Digital Globe, two 
companies based in Colorado. 42

Indeed, it appears that the private intelligence subsector (meaning the 
retrieval of information concerning an enemy or possible enemy or an area) 
is at the initial stage of a huge boom. For many nations and political groups, 
most of their intelligence analysis and operations are gradually being out
sourced to private firms and consultants. 43 In Australia, for example, even
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the decision concerning who within the government receives national se
curity clearance is made by a private intelligence firm, Business Risk Ser
vices. 44 The results may be surprising improvements in effectiveness and 
efficiency. In 1995, for instance, the CIA held a public competition to see 
who could gather the best information, most quickly, for a specified policy 
scenario (in this case, a possible intervention into Burundi). The winner was 
not a team from one of the various U. S. government and military intelli
gence agencies. Rather, the winner was from a Washington-based company, 
Open Source Solutions; in fact, the CIA’s own team finished last. 45

Information warfare is another fertile ground for private firms. In addi
tion to governments, who both increasingly utilize, and are at risk from, po
litically motivated information warfare attacks, private corporations are also 
players in the unregulated cyperspace. The stakes are quite high and we are 
already seeing the beginning of what one might conceive as corporate con
flict. 46 In 1999 alone, the Fortune 1000 companies sustained losses o f more 
than $45 billion from thefts o f their proprietary information through sus
pected corporate-sponsored hacking, better known as “Netspionage.”47

The result is a new breed of support sector companies that carry out the 
maintenance and protection of the lines o f communication off the battle
field. 48 Solutions to problems in cyberspace are primarily technical, but also 
involve military specialties and approaches, such that many of the top firms 
have a distinctly military-related background and mentality. As an illustra
tion, the firm I-Defense has worked with the defense ministries of both the 
United States and Great Britain, the National Security Agency, and the CIA. 
I-Defense executives include James Adams, a leading thinker on changes in 
warfare, Sir Michael Rose, a retired British general who commanded the 
22nd SAS regiment and the UNPROFOR operation in Bosnia, and Kurt 
Campbell, a former U. S. Assistant Secretary o f Defense. 49 In fact, the firm 
has already established agreements with major corporations such as Micro
soft, Citigroup, and Itochu, an indicator o f further cross-industry ties likely 
to occur between PMFs and beyond. 50
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7 The Military Provider Firm: 
Executive Outcomes

The [end of the] Cold War left a huge vacuum and I identified a niche 
in the market.

— Eben Barlow, Founder of Executive Outcomes

Executive Outcomes (EO) is the company in the privatized military in
dustry that is perhaps the best known. From the murky apartheid past 
o f its founders to its slick corporate advertising, it is not an exagger

ation to say that Executive Outcomes has become emblematic of the overall 
phenomenon of corporate armies. It is also the most celebrated player in 
the implementation subsector, conducting openly public military opera
tions all over the globe. As such, Executive Outcomes embodies much of 
what any definition of a military provider firm is all about. The irony of all 
this notoriety  is that Executive Outcomes formally dissolved itself in early 
1999 and thus is no longer open for business (more on this later).

Beyond the direct military impact the firm had on numerous wars, its 
range of political and business links made it a viable power in. Africa and be
yond. Although its corporate mission was similar to other PMFs, EO’s defin
ing organizational characteristics lay in its origins in the elite forces o f the 
apartheid-era South African Defence Force (SADF) and its tight business 
links to other mining and oil corporations. Its success was partly due to this 
integration into a larger economic holding. This allowed both (the PMF and 
its association of companies) to intervene into areas where governments and 
other companies feared to go.

With its ability to organize and deploy an elite fighting force in a matter 
of days, Executive Outcomes was not only the most notorious example of a 
military provider firm in its purest form, but, as even its most fierce critics 
admit, one of the most effective. The firm also truly captures the dilemmas 
and complexities that mark the provider subsector. At the very same time 
that EO was accused of being “a mercenary army of racist killers,” humani
tarian groups, such as the “Children Associated with the War” organization 
in Sierra Leone, were formally thanking it for its work.1

101
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O R G A N IZ A T IO N A L  C H A R A C T E R IS T IC S

Executive Outcomes was founded in 1989 by Eben Barlow, a former assis
tant commander of the 32nd Battalion of the SADF and then agent with the 
South African Civil Cooperation Bureau (CCB). Such innocuous unit names 
belie the fact that the 32nd Battalion was one of the most elite strike forces 
in South Africa’s bush wars with its neighbors in the 1970s and 1980s. 
Known as the “terrible ones" by its opponents, the 32nd was honored at the 
time for having the highest kill ratio o f any unit in the SADF. but later ac
cused of egregious human rights violations by the South African Truth Com
mission.'2

Equally, the CCB was anything but a mild civil organization. It was dis
covered in 1990 to be the front for a covert assassination and espionage unit, 
used to eliminate enemies o f the apartheid regime abroad.3 While in the 
CCB, Barlow, who is recognizable by his one green and one blue eye, was as
signed to Western Europe. There, he was in charge of spreading disinfor
mation against Nelson Mandela’s African National Congress (ANC), for 
example, releasing propaganda in England that the ANC was working with 
IRA terrorists. He was also responsible for setting up front corporations to 
evade sanctions and sell South African weapons abroad. During this time, 
Barlow is suspected to have made many o f his corporate world contacts that 
would later prove useful for EO. The sophisticated manner in which Exec
utive Outcomes was linked within a complex structure o f multinational 
holdings, purposefully created to mask its operations and the exact involve
ment of its allied firms, also seems to be a result (This CCB expertise. Thus 
in many wavs, Barlow was the modern heir to Albrecht Wallenstein— an in- 
novative military mind, whose genius lay in recognizing business opportu
nity and creating a new organizational methodology of warfare.

Most o f Executive Outcomes’s personnel, excepting some specialists, 
such as Ukrainian pilots, tended to share this background in the SADF spe
cial forces.1 They were drawn from elite units as the Parachute Brigade, the 
Reconnaissance Commandos, and 32nd Battalion. These elements were the 
leading forces in South Africa’s efforts to undermine its neighbors, earning 
out covert operations in Mozambique, Namibia, and Angola. Other per
sonnel were reputedly part o f Koevoet, a police counterinsurgency unit that 
is known to have committed many atrocities in the Namibian war, including 
the torture and killing of prisoners.5 When the apartheid regime ended, 
most o f these units were summarily disbanded, leaving thousands of veter
ans available for work (close to 60,000 soldiers left the SADF in total).

These veterans became the base of EO’s employee pool. Many joined the 
firm for financial reasons, as salaries were quite attractive, ranging from 
$2,000 to $ 13,000 per month (dependent on experience and expertise). The 
average pay was about 83,500 a month for soldiers, $4,000 for officers, and
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$7,500 for aircrews, all importantly paid in more stable U.S. dollars.0 Such 
salaries were a huge lure, as they came out roughly to five times that of equiv
alent duties in the South African military and ten times that of the average 
soldier in other African militaries (who are rarely actually paid). Executive 
Outcomes was also innovative in being among the first PMFs to standardize 
the provision of life insurance and full medical coverage to all its employees.'

Despite the financial enticements, many employees in the firm also cited 
psychological explanations for joining up. When they returned home from 
fighting the former regime’s dirty wars, they received what they saw as rough 
treatment by the South African transitional government. Where their ser
vices had once been lauded, now it was a source of embarrassment to the 
South .African state. The disavowal o f their activities and failure to honor 
their losses stung those soldiers. Instead of seeing themselves as evil, they 
saw the operations in the border wars as a service to their nation. In the in
terim, however, the South African “nation” had become more broadly de
fined.

As such, there was also a profound sense o f “post-apartheid redemption,” 
that drew the veterans to the firm.8 EO personnel prided themselves in us
ing the same skills they had learned in the SADF to protect local civilian pop
ulations, who in some cases they once had targeted in their public duties. In 
fact, during their operations in Sierra Leone, local civilians treated them like 
heroes. When they entered some towns, crowds would gather and begin 
chanting and cheering. A quote from one local woman captures the respect 
felt for the EO employees, “They saved us. They are saints!”9 For the former 
defenders of apartheid— one o f the most despised political systems ever de
vised— it was a novel experience.10

Using ex-SADF personnel had several advantages for the firm. It ensured 
common training, a pre-existing hierarchy, and extensive combat experi
ence in low intensity conflict and counter-insurgency operations. The com
pany proudly advertised that it had over 5000 vears of combat experience, 
far more than most armies can claim.

Executive Outcomes drew its forces from this ex-SADF pool of experience 
on a contract-by-contract basis. The original recruitment was mainly word of 
mouth, which also provided a check on personnel quality. The only con
stantly employed unit was at the Pretoria headquarters that served as a com
mand center and kept a 24-hour radio watch. EO maintained no standing 
force in the barracks, but rather kept a database o f immediately available 
personnel. It claimed it could call over 2,000 men on very short notice. No
tably, approximately 70 percent of EO personnel were black Africans, which 
goes against common assumptions o f it being a white mercenary company. 
The 32nd Battalion, from which the firm drew many of its employees, actu
ally included numbers of Namibians and Angolans, who had an equally hard 
time returning to their home communities after the changes in government.
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However, critics were right in pointing out that the officer-level positions of 
EO were primarily white.

EO promoted itself as providing five key services to clients: strategic and 
tactical military- advisory services; an array of sophisticated military- training 
packages in land, sea, and air warfare; peacekeeping or “persuasion” ser
vices; advice to armed forces on weapons selection and acquisition; and 
paramilitary services.11 Training packages covered the entire realm of mili
tary operations, including everything from basic infantry training and ar
mored warfare specialties to parachute operations.

E O ’S C O R P O R A T E  N E T W O R K

Based in Pretoria, Executive Outcomes was officially just one subsidiary 
within a larger South African holding company/venture-capital firm, Strate
gic Resources Corporation (SRC). Its leadership, however, was also on the 
SRC board, indicating their greater influence in the broader organization. 
In addition to Executive Outcomes, SRC reportedly owned approximately 
twenty other companies associated with the military firm’s operations, in
cluding the PMFs Lifeguard and Teleservices, which guarded Branch Energy 
mining concessions, and Saracen, another security provider in Uganda and 
Angola.12 These firms are essentially stay-behind asset protection compa
nies. As a general rule, they arrived after EO’s departure, but concurrent 
with the arrival of Branch-Heritage mining operations. These firms then em
ployed some of the same EO personnel who were willing to stay on in-coun- 
try. Thus, EO could claim that it had officially ended its military operations 
and withdrawn from a country, while still maintaining a local presence. En
gineering and logistics companies (such as Falconeer and Bridge Interna
tional that supplied U.N.-related organizations) were also within the spokes 
o f the SRC holding.

However, the SRC umbrella was a much more intricate corporate net
work, as an apparently close relationship existed (though denied officially) 
between the SRC umbrella holding in South Africa and the Branch-Heritage 
Group, a financial holding registered at the Plaza 107 building in London. 
In 1993, Executive Outcomes was also registered in England (w here the laws 
against mercenaries were much more lax than in South Africa) with this 
holding. Branch-Heritage Group’s senior director is Anthony Buckingham, 
a charismatic businessman and also a former SAS veteran known for his be
hind the scenes influence throughout Africa. Buckingham was at the center 
of both EO’s first big contract in Angola and also Sandline’s inception.13

Branch-Heritage Group includes a number of mining and oil concerns 
located around the world, and, not surprising, has investments in almost all 
the areas where Executive Outcomes has conducted major operations. Its 
businesses also then hired stay-behind security companies from the SRC
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holding company. Branch-Heritage has also been reputedly associated with 
Jupiter Mining in Guinea.14 An apparent umbrella organization, Diamond- 
works, reportedly was the overall holding firm for all the Branch Energy 
firms. Diamontlworks is registered on the Canadian stock exchange for pub
lic trading. A further indication of linkage is that many of the leading per
sonnel from Branch-Heritage, Executive Outcomes, and Sandline have also 
served in some capacity for Diamondworks, including at the executive level.

It is thought that an unofficial part of a contract that Executive Outcomes 
made with cash-strapped countries was the provision of resource conces
sions to its related companies. Country resources were privatized into par
tially state-owned and partially Branch-Hcritage-owned companies, which 
then, in turn, paid for Executive Outcomes’ or its subsidiaries’ security 
services. The companies deny this and claim that the relations between the 
SRC firms and Branch-Heritage mining firms were simply that o f “good 
friends.” 1; However, Branch Heritage certainly had a privileged position in 
the areas where EO operated, reportedly having a right o f first refusal on lu
crative mining claims and many of the director positions in ostensibly sepa
rate firms had the same persons filling them.11’

To further complicate matters, the Branch-Heritage Group in London 
also ow ns the PMFs Sandline International and Ibis Air Air. Although Sand
line was legally constituted in 1996 and is registered in the Bahamas, it was 
formerly known as Plaza 107 Ltd., and has its headquarters in the same 
building as the others in the London-based holding (and even reportedly 
once mistakenly used the Branch corporate letterhead).17 Sandline’s origi
nal director was Timothy Spicer, a retired British colonel in the Scots 
Guards, who previously had served as the spokesman for the UNPROFOR 
peacekeeping operation in Bosnia. Sandline also had a Washington office, 
headed by Col. Bernard McCabe, retired, a former U.S. Green Beret. At 
times, Sandline’s operations have been almost impossible to differentiate 
from those of the other firms in the SRC holding. Many of the same per
sonnel and equipment were used in both Papua New Guinea (where Sand
line claimed to sulxontract Executive Outcomes employees) and in support 
of the ECOMOG peacekeeping operation in Sierra Leone (the firms sup
plied pilots for Nigerian Alpha jets and its own helicopter gunships).18 Sand
line also has publicly admitted to providing a “backup unit” for intervention 
on behalf of its “associate company” Lifeguard (the very same EO stay- 
behind firm that is part of the SRC).19

Another firm that is an integral part o f the EO story is Ibis Air, which 
could be described as essentially the private air force o f Executive Out
comes. It was a separate holding in the umbrella group, but was so closely 
bound to the firm to be almost indistinguishable to outsiders. Ibis Air ac
companied EO in its most significant operations, tending to be leased out 
in a separate contract to EO or to the client/state that had hired EO. Its di
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rectal's notably included Lafras Luitingh, the former recruiting director of 
the SADF Reconnaissance Commando unit and then of Executive Out
comes itself.

The links with the Ibis Air gave Executive Outcomes the ability to lift and 
deploy a fighting force anywhere around the globe. This is a capability that 
most state militaries lack. The aircraft directly owned by Ibis Air reportedly 
included at least two Andover military transport aircraft, two or three used 
727 passenger jets (that it bought from American Airlines for $550,000 to
tal), a number of Russian Mi-17 armed transport helicopters, Mi-8 cargo 
helicopters, Mi-24 attack helicopters, a squadron of Swiss-made Pileuas train
ing aircraft converted to fire air-to-ground rockets, and Mig-23 advanced jet 
fighter-bombers. It also had the capability to lease and operate any type of 
combat aircraft available on the world market, which allowed it to surge out 
in a hurry. For example, during the height of the Angola and Sierra Leone 
operations in 1995, Executive Outcomes/ Ibis Air reportedly operated about 
20 helicopters.-0 EO /Ibis Air pilots have also flown Su-25 close-support 
bombers and Mig-27 ground-attack fighters that were loaned out to the firm 
by the Angolan air force. The Angolan air force had the hardware from its 
former Soviet patrons, but lacked the combat skills to use them effectively.

The linked capabilities provided by Ibis Air (despite it formally being a 
separate company) gave Executive Outcomes a decided advantage in the 
battlefield. It became part of company policy that all operations have the 
support of at least one attack helicopter and a medical transport plane on 
standby— certainly not a normal Fortune 500 business strategy, but a wise 
one, considering the circumstances of its business.

As illustrated by Ibis Air’s inventory/order of battle, Executive Outcomes 
preferred to use ex-Soviet weaponry, often bought by the client to EO’s spec
ifications. These weapons were cheap, due to Cold War overproduction, and 
easv to obtain, usually from Eastern European dealers. In particular, the So
viet Mi-24 “Hind” attack helicopter, armored with titanium and equipped 
with four-barreled Gatling guns and a 40mm grenade launcher, was one of 
the most effective and intimidating weapons that the firm had in its opera
tions. In addition to the Migs and Hinds, EO also made use o f former Soviet 
armored vehicles in mechanized ground attacks, including BMP-2 infantry 
fighting vehicles and BTR-60 armored personnel carriers. Although the 
firm moved light, the ability to employ such heavy equipment whenever nec
essary was a characteristic of Executive Outcomes; during its Sierra Leone 
operation, it even had a freighter stationed off of Freetown’s harbor.21

H IS T O R Y  O F M A JO R  O P E R A T IO N S

As the political winds changed in South Africa, Barlow left the state military 
and formed Executive Outcomes in 1989, originally as a counterintelligence
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consultancy firm. The company was registered in South Africa and took as 
its corporate symbol the paladin chess piece, from the lqfios U.S. television 
scries. Have Gun, Will Travel (about a freelancing gun for hire in the Old 
West). Its first contracts were to provide covert espionage training to the 
SADF special forces units, as well as security provision, training, and “the 
gathering of market-related information and marketing warfare” to such 
major corporate clients as the diamond firm DeBeers.22

EO soon realized that it had discovered a growth industry. Word o f mouth 
spread about its effectiveness and, by 19 9 1. the firm had started running 
operations outside of South Africa. These initial efforts included: mine se
curity efforts; infiltrating and penetrating organized crime smuggling syn
dicates; and operations for a South American government (rumored to be 
Colombia), conducting clandestine counter drug raids that it termed “dis
cretionary warfare.”23 The contract that would bring EO into the forefront 
o f the field, however, was in Angola, ironically enough where many of its em
ployees had just spent the previous decade fighting.

Angola: Demonstrating the Power of the Private Firm
Angola is a nation blessed with natural resources and as such should be 

a country with a thriving economy. It is Africa's second largest oil producer 
after Nigeria, with recent discoveries suggesting it could soon become the 
largest. It is the sixth largest supplier of imported crude oil to the United 
States.24 The tragedy, however, is that instead of benefiting from this wealth 
Angola has been at war for the last three decades. The result is that the coun
try ranks lfioth among the world’s nations in terms of quality of life.2:

The war in Angola can be traced to its abrupt independence from Por
tuguese colonial rule in 1975. At this time, several hundred thousand Por
tuguese—virtually the entire educated population— abandoned the country, 
but not before stripping it o f everything of value, including, in many cases, 
even taking their doorknobs.2*’ The new Angolan nation was thus left with 
few citizens trained in statecraft, industry, or agriculture, but a ready supply 
o f warring guerilla armies. Then, for the better part of the next quarter-cen
tury, the superpowers, their proxies, and white minority governments in the 
region stoked the conflict by injecting cash, arms, and military personnel. 
The Soviet Union and its allies supported the communist Movimento Pop
ular da I.ibertacao de Angola (MPIA) party that was able to seize the gov
ernment, while the United States and the South Africans supported Jonas 
Savimbi’s National Union for the Total Independence of Angola (UNITA), 
which continued the rebellion from the hinterland. At differing times, the 
war took on conventional and guerilla war aspects, as the conflict flowed back 
and forth between the state army, the Forcas Armadas Angolanas (FAA), and 
Savimbi’s rebel UNITA force.

Many o f EO’s employees had been involved in the Angolan conflict in the
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late 1980s, while serving in the SADF. On numerous occasions, the SADF in
tervened to prevent UNITA’s defeat and also to punish Angolan support of 
rebels fighting apartheid rule in Namibia and South Africa. However, by the 
time EO became involved in the Angolan conflict, the tide of war had 
turned. The end of the Cold War had left the Angolan government without 
external support, as many of its Soviet-bloc allies now ceased to exist. By 
1993, UNITA had advanced from its bases in the interior to the govern
ment’s coastal bastions. The regime was on its back heels.

The critical turning point occurred in March 1993, when UNITA cap
tured the oil facilities in the coastal town o f Soyo. These specific fields were 
critical in two ways: the oil resources were an essential government source 
of finance and the facilities in question w ere owned by Sonogal, the state oil 
company, and Branch-Heritage Oil, the same company in the overall um
brella ow ned by Tony Buckingham. UNITA would not allow the companies 
to remove their oil and drilling equipment, that they were leasing for 
$20,000 per day, and the FAA did not have the capability to recapture the 
site without blowing up the valuable equipment in the process.27

The exact details o f the initial contact are not public, but w hat is known 
is that this is the point that Executive Outcomes first made its mark in the 
Angolan conflict. The firm was hired to recapture the town of Soyo (and 
Sonogal and Heritage Oil’s valuable assets along with it) on behalf o f the An
golan army. An EO unit o f about 80 men quickly launched a commando as
sault that, after fierce fighting, seized the installation from the UNITA 
rebels.

The Soyo operation provided the first demonstration of the firm’s true 
combat capabilities. Not knowing that the commandos were actually former 
SADF soldiers, who had fought alongside them earlier in the war, UNITA 
claimed that white mercenaries were fighting for the government. The oil 
companies initially responded that the men were actually just “security 
guards” defending the site, which was a rather remarkable claim, consider
ing that UNITA was in control o f the facility at the time. However, the truth 
of the operation soon came out and EO took public credit.

The Soyo operation and the fact that EO became quite open about its in
volvement in the battle sent shockwaves around the region. Observers were 
amazed both at the company’s overall combat effectiveness and that it wTas 
now fighting alongside the Angolan government, which had been the 
fiercest enemy of the private firm’s employees when they were serving in a 
previous public capacity. It created layers o f suspicions. Many back in the 
South African military establishment saw this as disloyal. Equally, the An
golan army was suspicious o f their new allies. UNITA. in turn, felt betrayed 
by its former South .African compatriots.

The importance of the Sovo battle was that it demonstrated that a private 
firm could plav an integral role in a conflict, by providing military services
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for hire to the highest bidder. This point was solidified when, as soon as EO’s 
men withdrew from Soyo. UNITA retook the facility from the Angolan army. 
Without the PMF, the Angolan government was back to square one.

In light o f this and continuing losses suffered by the FAA, EO was offered 
a $40 million, one-year contract in September 1993 to help train the state 
army and direct front-line operations. It was at this same time that most ob
servers felt the government was teetering on the edge of defeat. Reportedly, 
both Buckingham and Simon Mann (a former British officer, now in the 
mineral business) played key roles in brokering the deal, which occurred at 
the personal behest of the Angolan president.28 EO was reportedly paid by 
state monies that had originally generated from Ranger (a Canadian min
ing firm associated with Buckingham). In turn, the funding firms allegedly 
received payment in oil and mining concessions.29

With EO direction, the Angolans re-established the 16th Brigade, which 
ironically, had been shattered by the South African military in the 1980s. 
The 5,000 troops and 30 pilots of the brigade were trained in new tactics 
and skills, ranging from motorized infantry to engineering and artillery. The 
frequent shared battle experience of the Angolan troops and their South 
African instructors, though on different sides of the battlefield, meant that 
past mistakes could be discussed and corrected.80 EO personnel, who to
taled approximately 500 men, along with their air assets, later fought along
side of and operationally commanded the force. In addition to retraining 
and fighting along with the 16 th Brigade, EO also supplied aircrew that flew 
Angolan air force combat aircraft, and special forces that conducted com
mando operations against UNITA command centers.31

With tactical assistance from Executive Outcomes air assets, that struck at 
UNITA troops concentrations and launched raids all over the countryside, 
the joint EO/FAA force became the spearhead of a government counter
offensive. It met with great success and retook all the major Angolan cities 
and most resource areas. UNITA was forced out o f its bases in the northwest 
and cut off from arms and food supplies. EO and the F.AA ended up secur
ing the entire oil region of Angola and much of the diamond producing ar
eas. Importantly, these victories solidified the government’s ability to make 
arms purchases and payments abroad, key to rebuilding the rest of its army.

Beaten back and stunned by the new tactics, which included deep pene
tration air-ground assaults and night attacks never used before in the con
flict, the UNITA rebels agreed to a peace accord in Lusaka in November 
1994. In a seeming recognition of EO’s effectiveness. UNITA made a con
dition to its signature that the company leave the country (Savimbi had al
ready promised to execute any captured EO “mercenaries," but never got 
the opportunity). As the peace agreement was tenuous, the company’s con
tract with the Angolan government continued on for a year. But, after per
sonal lobbying by U.S. President Clinton, it was ended in December 1995.32
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In the aftermath of the contract’s termination, a U.N. peacekeeping opera
tion deployed, but was unable to secure the peace and fighting resumed (in 
what was to become a recurrent theme with EO). The war continued for sev
eral more years (at the time of writing a new peace accord had been signed 
in the wake of Savimbi’s death), but the government, controlling the re
source-rich zones that EO helped secure, was in the superior position.

Although some critics say Executive Outcomes’s success in Angola has 
been overstated, it is evident that it played a determinate role in ending that 
stage of the war. The company’s arrival coincided with the exact turning 
point in the government’s war effort. It not only contributed training and 
tactical advice, but also played a critical active role in operations that ex
ploited UNITA’s weaknesses and destroyed its morale. EO provided the An
golan army with crucial military expertise that it lacked, giving it a distinct 
edge over its opponent.33 As a UNITA soldier stated at the time.

We used to know we could sleep well at night. In this recent war, new tactics 
meant that fighting continued at night and that light infantry units led by 
these Executive Outcomes guys would come deep behind our lines. We could 
no longer rest. It weakened us verv much. It is the new tactics in which they 
trained the FAA [the Angolan government army] that made the difference. 
They introduced a new style of warfare to Angola. We were not used to this.3'1

Defense strategists agreed with the soldier and credit EO with being an 
essential component in reinvigorating the FAA and turning the war’s tide.3'1 
Both Savimbi’s demand that the firm leave and the resurgence of the war af
ter it had left also provide indicators of just how important the firm was to 
changing the war’s dynamics.

Sierra Leone: The firm Sales the Stale
About the same time that the situation in Angola had begun to wind down 

for Executive Outcomes, things began to completely fall apart for the gov
ernment of Sierra Leone.

Akin to Angola, the sad ironv is that Sierra Leone should be one of the 
richest countries in .Africa. It is endowed with vast amounts o f the highest- 
grade diamonds in the world, in-ground kimberlites.30 In fact, diamonds as 
large as 103 carats have been discovered by children foraging; single mines, 
such as the one Executive Outcomes was later able to secure for Diamond- 
works, can produce over 200,000 carats per year.

Instead, none of Sierra Leone’s wealth has benefited its populace. The 
post-colonial regime led by Siaka Stevens, quickly devolved into a one party 
kleptocracy. Stevens intentionally weakened his military, so that it could not 
threaten him and his coterie, who were enjoying the fabulous wealth o f the 
country while the rest of the country languished.37 As noted in Chapter 1, 
by the 1990s, the country ranked last in the U.N. Human Development Re



T H K  M I L I T A R Y  R R O V I D F R  FIRM 1 1 1

port.38 The reason for this lie in its underdevelopment, corrupt governance, 
and the terrible civil war that resulted.

The fighting in Sierra Lone began in March 199 1, when a small group 
o f fighters led by Foday Sankoh crossed the border from Liberia, fighting 
under the flag of the “Revolutionary United Front” (RUF). The RLIF had 
originally been founded by a group of exiled students opposed to Stevens’s 
rule. Sankoh was a bitter, poorly schooled, but charismatic former army 
corporal, who had trained in Britain in the 1950s. Having been kicked out 
o f the army for suspicion of being involved in a coup, he became a com
mercial photographer. Fairly unsuccessful at that, he joined the RUF and 
quickly took over the group’s military wing. He soon forced out the politi
cally-minded student leaders. Sankoh then made integral connectionswhile 
training at a revolutionary camp in Libya in the 1980s.39 He made the ac
quaintance of Charles Taylor, an escaped convict from a jail in Plymouth, 
Massachusetts, who was an aspiring rebel leader in neighboring Liberia. 
Some years later, in 19 9 1, Taylor’s bid for power in Liberia had stalled when 
the Nigerian-lecl ECOMOG intervention force stepped in. Significantly, the 
Sierra Ixone government had supported this operation and even allowed 
Freetown to be used as a base. In response, Taylor provided his old friend 
in the RUF with money, arms, and mercenaries to launch a campaign across 
the border to dc-stabilize Sierra Leone.

Sankoh’s attacks more than succeeded in that respect. The rebels were 
quick to demonstrate their brutality, decapitating the leaders o f border com
munities and putting their heads on stakes. Although lacking any clearly de
fined political agenda, their willingness to use violence against the regime 
took advantage of the cleavages that split Sierra Leone (between town and 
country, and between the repatriated-slave elite and indigenous peoples). It 
appealed to those most dispossessed and alienated by the failure o f post
colonial Sierra Leone. The RUF also built out its force by abducting chil
dren and forcing them to kill on its behalf.10 The organization soon cut a 
swath of terror across the countryside, with its signature atrocity being the 
amputation of limbs.11

The government’s ability to resist the RUF was undermined by its very cor- 
nipt nature. The army had been largely ceremonial, completely unprofes
sional, and recruited from among the same alienated youths as the RUF. 
Consequently, there was little resistance and towns and villages quickly fell 
to the rebels.

The military then tried to build up its forces in a fairly unwise manner, 
rapidly enlisting criminals and street kids (often as young as twelve). When 
this force deployed, the new soldiers lacked the most basic military training 
and many had never even fired their guns. The conscripts’ daily ration of 
marijuana and rum did not help matters much either, and the government’s 
military soon dissolved into a looting force that tended to target the civilian



112  O R G A N I Z A T I O N  A ND OI’F.RATION

populace instead of the rebels. Reputedly, it also killed a number of its own 
senior officers when they rebuked them following defeats in the field.'12 
“There were no coherent front lines, no political causes, and for the ter
rorised public, no place was safe. What had begun as a civil war had become 
civil chaos.’' 13

The government then hired the Channel Islands-based Gurkha Security 
Group (GSC) to train its army and bring some sense of order. GSG was pri
marily made up of ex-Gurkha fighters (Nepalese nationals who served in 
British regiments, renown for their courage and use of the knife) and had ex
perience guarding corporate assets during the wars in Mozambique and An
gola. However, before the firm could make much headway, GSG suffered 
heavy casualties in a rebel ambush in February 1995. Importantly, it lost its lo
cal commander in the battle Bob Mckenzie (an American veteran ofVietnam, 
Rhodesia, and Croatia). Mckenzie was apparently then eaten by the rebels and 
his body emasculated, as a warning to other would-be interveners. Fore
warned, GSG broke its contract with the government and left Sierra I.eone.1-1

By April 1995, the rebel RUF force had advanced toward the capital. The 
sense of doom at the impending slaughter was such that embassies began to 
evacuate the city. Grasping at options (the U.N., U.K., and United States had 
all declined the government’s request to intervene) the beleaguered regime 
hired Executive Outcomes. The contract was for approximately § 15  million 
dollars and called for the defeat of the RUF and their clearance from the 
capital region and several key industrial sites.

Ironically enough, the leader of the government, Valentine Strasser (a 
26-vear-old army captain, who had taken over after the former president 
fled), had first heard about the company from articles in Newsweek and Sol
dier of Fortune magazines, illustrating how the firm’s public approach worked 
to its benefit. It is also likely that EO was hired on the recommendation of 
the ubiquitous Anthony Buckingham, whose Branch-Heritage mining com
pany had operations in Sierra Leone. The government could not afford to 
pay EO’s startup fee, so Buckingham agreed to bankroll the operation in ex
change for future diamond mining concessions in the Kono region (a cal
culated risk, as the area was rebel-held at the tim e).1;

The original one-year contract called for a total of 160 EO personnel to 
be deployed on the ground. It was later supplemented by contracts for ad
ditional manpower that brought the total costs to S35 million, about S i .5 
million per month for the 21 months that the firm was in the country. Given 
that the contract aim was to reestablish the government’s control over the 
economically productive parts of the country and that it was a fraction of the 
overall military budget, it seemed a pretty good deal to the government.16

Executive Outcomes deployed the same month, with most of its troops 
flown directly from Angola (no passports or visas required). The force 
brought its own aircraft and was matched up with uniforms, weapons, and 
armored vehicles, provided by the government. Within nine days, the EO
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force had not only stopped the rebel advance, but sent them back 1 26 kilo
meters into the jungle interior, mainly through the skillful employment of 
helicopter gunships that had not been used in the conflict previously. Orig
inally, the rebels were clueless as to what had hit them; the white, EO per
sonnel blackened their faces and their equipment carried no distinguishing 
markings. But once it was floured out that the South .African firm was be-O O
hind the turn around, a reward of $75,000 dollars in diamonds was offered 
for anyone who could shoot down one of EO’s helicopters.

EO originally had a three-month plan to win the war, but was surprised 
at the ease with which they drove back the poorly trained RUF. EO veterans 
of that campaign said that although they had some difficulty  defeating 
UNITA in Angola, the RUF had been “child’s play.”47 In the process of the 
initial operation to clear the capital, EO inflicted losses o f several hundred 
killed and over 1,000 desertions on the rebel force.48

The firm’s soldiers then began training a separate unit of army troops to 
operate with them. They also organized and trained units of a local tribal 
militia known as ‘Kamajors’ (“hunter” in the local Mende dialect). These 
were professional forest hunters knowledgeable about the jungle. The su
perstitious Kamajors also believed in juju (voodoo) fetishes, such as the mag
ical ability o f certain shirts to repel bullets, and some openly practice 
cannibalism, eating the heads and hearts of enemies killed in action.49 The 
military training of the Kamajors would become significant later, as it cre
ated an additional armed force in Sierra Leone not tied to the government. 
The Kamajors' rise to power has since complicated domestic politics in 
Sierra Leone and also provides an illustration of the unintended conse
quences PMFs can have on conflicts.

.After clearing the capital area, EO forces then moved on the Kono dia
mond fields in the eastern part of the country’, which they retook in just two 
days, and were a critical prize as a source of ultimate payment (as in the An
golan operation). .After that, the RUF’s stronghold in the Kangari Hills was 
taken. It was seized in a ground assault bolstered by an additional 200 EO 
personnel, flown in from South .Africa specifically for the operation and paid 
for in an additional, second contract.

Whereas the previous style o f warfare prior to EO’s arrival had been road
side ambushes and quick withdrawals, EO strategy mandated the constant 
pursuit and punishment of the rebel force, whenever it came into contact. 
It also made use o f air and artillery assets and sought to engage the RUF in 
stand-up battles that the rebels were loathe to face. The firm ultimately 
pushed the RLTF back to the border regions. Effectively defeated, the RUF 
agreed to negotiate with the government for the first time.

In February o f lCjqfi, such a measure of stability had been achieved that 
a multiparty civilian presidential election was conducted in Sierra Ixone. (In 
the interim, a new leader. General Julius Bio, whom F.O preferred to Stras- 
ser, had taken over the Sierra Leone government. The firm did not carry
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out, but did approve of the coup, as Bio was considered easier to work with.) 
Despite RUF opposition to the voting process, the elections brought into 
power Ahmed Tejan Kabbah, a former U.N. administrator. When the RUF 
pulled out of the peace agreement in October, EO went back into the field 
and destroyed its headquarters in the southeast of the country. In Novem
ber, the RUF leader signed peace accords, which, as in Angola, mandated 
EO’s withdrawal as a condition of signature.

Alter signing, “Sankoh conceded that, had EO not intervened, he would 
have taken Freetown and won the war.”50 At a total cost o f $35  million dol
lars (significantly, just one-third of the government’s annual military bud
get), the fighting in Sierra Leone had ceased and over one million displaced 
persons returned to their homes. Suffering less than 2o total casualties, in
cluding those from accidents and illness, the private firm had succeeded in 
bringing stability to two endemically conflict-ridden states.

However, the stability that Executive Outcomes engendered on the bat
tlefield was not long lasting. Facing opposition from the international com
munity for continued employment of the firm and expecting the deployment 
of a U.N. peacekeeping force, President Kabbah terminated the firm’s con
tract early. Executive Outcomes left in January 1997. Due to renewed RUF 
opposition and the failure o f any donors to supply the necessary $47 million 
bill, the expected U.N. force did not deploy and a Nigerian-led ECOMOG 
force entered the country in its place. At the same time, the Sierra Leone 
military began to agitate under civilian reforms.

EO had warned Kabbah that their premature departure had left the way 
open for another coup, predicting that one would occur within 100 days 
(company intelligence sources had ensured that at least two previous coup 
attempts had been forestalled). The firm then offered the president a new- 
deal, to equip a 500-man paramilitary force and provide a private intelli
gence unit to protect the civilian cabinet. Either due to misguided trust in 
the capabilities of the regional organization’s peacekeepers, the feeling that 
EO’s contract price was too high, or simple indecision, Kabbah never replied 
to the company’s offer. ' 1

“This proved a mistake that crucially changed the balance of military 
force and upset whatever basis had existed for political accord”32 EO’s warn
ing came to fruition; the coup came on the 95th day after it had left. In a 
bloody attack led by mid-level army officers who had been secretly cooper
ating with the rebels, Kabbah’s civilian government was toppled in May 
1997. The coalition o f renegade soldiers and RUF fighters then terrorized 
the capital city, Freetown, pillaging homes and businesses in a practice they 
called “Operation Pay Yourself.” ’3 Mass killings and general chaos returned. 
The ECOMOG force pulled back to its camps. Government and U.N. offi
cials sought protection in the offices of the EO-associated security compa
nies, such as Lifeguard, that had stayed behind to guard mining properties. 
The general populace, however, was left unprotected.
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This episode would lead to Kabbah’s hire o f Sandline International sev
eral months later to bring his regime back to power. Sandline used many of 
EO’s tactics to destabilize the illegal military regime that followed the coup, 
in particular, training and equipping Kamajor units to act against the coup 
leaders. It also tactically assisted and advised the Nigerian-led intervention 
force in its drive to oust the combined coup/RUF force from the capital city 
in March lqcjS.

Sandline reportedly was promised $ 10  million to advise Kabbah’s coun
tercoup efforts and rebuild the Kamajor militia, flying in over 300 tons of 
weaponry. The financier this time was Rakesh Saxena, a former Thai banker. 
At the time, Saxena was under house arrest and awaiting extradition from 
Canada for his role in the BCCI bank defrauding (and reportedly embez
zling S i00 million from the Thai national bank). Saxena had several busi
ness interests in Africa and hoped to parley his support for Kabbah in 
exchange for diamond concessions in the Kono region.54 It is unclear as to 
why EG was not brought back in, but possible explanations include the 
legacy of a negative relationship between Kabbah and EO, or a reluctance 
to use the highly publicized firm by Western governments that had privately 
sanctioned the countercoup strategy. In the end however, the same stock
holders of the Bi anch-Heritage/SRC/Executive Outcomes consortium stood 
to benefit.

Sandline’s operations in support of the countercoup were successful, with 
the coup/rebel force being driven from the capital. The aftermath, however, 
proved embarrassing to the Western powers. The firm’s shipment o f arms to 
the region was held to be in violation of the U.N. arms embargo. The British 
custom’s agency launched legal proceedings and raided the firm’s offices. 
Sandline responded that its operations had been with full knowledge o f the 
British Foreign Ministry. This was originally denied, but then later proven 
true. The ensuing “Sandline Affair” nearly cost the job  of British Foreign 
Minister Robin Cook, who at the time had been advocating an “ethical for
eign policy.”

Years after the government terminated its contract with EO, Sierra Leone 
has yet to recover. The fighting continued on until the RUF collapsed un
der the combined pressure of a rebuilt Sierra Leone Army, incursions by the 
Guinean armv, and a revitalized U.N. force. Elections were finally held again 
in 2002. In the interim, however, roughly 10,000 civilians have been killed 
by the same RUF organization that the firm had once defeated in a quick 
and easy fashion.

E O ’S S E C R E T S  T O  S U C C E S S : SK ILLS A N D  S P IN -O F F S

Executive Outcomes had operations in Uganda, Kenya, South Africa, In
donesia, Congo, and a number o f other states. But the Angolan and Sierra 
Leone episodes capture the impact that an effective military’ provider firm
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can have in altering the process and outcome of a conflict. The reasons for 
EO’s particular success lay in its proficiency in counterguerilla warfare and 
its location within a larger corporate structure.

In each major operation, the firm fought against numerically superior 
opponents. However, it was able to defeat them through masterful opera
tions that took advantage of the other sides’ weaknesses. The only known 
unsuccessful EO operation was in the Congo, where the firm was not de
feated in battle, but rather betrayed by the government that had hired it.55

The firm had a unique expertise in low-intensity conflict, drawing from 
its years o f experience. It recognized that the concept of front lines was 
meaningless in such wars and aimed to keep the enemy force constantly off 
balance, wherever it was located. Surprise long-range helicopter assault op
erations against targets deep within enemy territory, supported by the 
ground attack aircraft, became a hallmark of EO operations, as did the use 
of pinpoint suppressive fire with mortars and follow-up pursuit of ambushes. 
It also was innovative and adjusted to changing situations by using ad-hoc 
tactics not found in the books, options perhaps less possible in a public mil
itary. Other keys to success included the strict discipline o f the force and the 
cohesive identity it was able to maintain, even when operating in chaotic 
zones. This is ironic considering the contractual basis o f the private force. 
However, a unifying factor was past experiences and the unique common 
language; Afrikaans was spoken by all, including the black Namibians and 
Angolans who had previously fought alongside the SADF. The difficult lan
guage also meant that the firm’s opposition was unable to understand any 
EO messages they intercepted.

For the most part, EO had no great weapons advantage against it foes. It 
armed itself with equipment purchased on the open market, to which these 
foes could also access. However, as with other firms in the provider sector, 
EO did benefit by introducing some new technologies to the fighting or by 
using old, off-the-shelf ones in a novel manner.;’6 The firm initiated night 
fighting and made the first employment o f infrared night-vision gear in its 
conflicts. It also made devastating use o f napalm, cluster bombs, and fuel air 
explosives (FAEs).5 ' FAEs are bombs that, on detonation suck out oxygen 
in a massive fireball, killing all life within a one square mile radius, made re
cently famous in their use in Afghanistan against Taliban cave complexes.

However, many feel EO’s greatest strength was the firm’s superior em
ployment o f military intelligence. In each case, it built a profile o f enemy 
operations, which were then broken down through targeted air strikes and 
helicopter assaults. Both radio intercepts and aerial reconnaissance intelli
gence were used in this effort. In Angola, the challenge of gaining familiar
ity with the enemy was aided by the earlier experience of fighting alongside 
UNITA, while in Sierra Leone, the Kamajors also helped in their role as 
scouts.
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What also set Executive Outcomes apart is a skillful use o f its broader cor
porate networks. As heirs to a long-established security establishment, the 
firm possessed connections and skills that gave it advantages over rivals, in 
particular its experience with clandestine operations, underground net
works, front companies, and sanctions busting.58 Overall, some 80 compa
nies are reported to have been associated with EO in some capacity and each 
worked to the firm’s benefit.59

A unique legacy o f EO operations were the spin-off subsidiaries that it left 
behind, even when its contract expired. As noted, it is rumored that the com
pany was indirectly paid through mining concessions that were sold off to 
related corporations. These firms then hired back some o f the original EO 
force as continued local security, providing reward to employees and a ready 
military force on call. For example, approximately too of the 285 EO per
sonnel in Sierra Ixone, including the former local commander, stayed be
hind to work with Lifeguard, a sister company in SRC.50 Many of these firms’ 
employees remained on EO’s books and could be mobilized as needed, giv
ing the firm a quick surge capacity that it could pass on to its clients.51

This “security-led” approach to mining allowed the Branch-Heritage 
group to beat out rivals, such as the global giant DeBcers, in gaining dia
mond rights.52 EO was aware o f critiques o f the seeming multiplication of 
subsidiary companies, but replied that it was just providing two commodi
ties that are scarce resources in Africa— physical security and economic ex
pertise.55

In order to quell its mercenary image and expand its economic reach, 
the firm also made an effort at expanding its civilian role, working up plans 
fo r  a hotel resort in Angola and even a cellular phone network. Other firms 
in the holding company offered medical services, civil engineering, water 
purification, and hospital construction. The premiere military provider firm 
even set up water filtration networks and free medical dispensaries in An
gola and Sierra Leone and also distributed Bibles to local populations.54

T H E  E N D  A N D  F U T U R E  O F  E X E C U T IV E  O U T C O M E S

On January 1, 1 gcjt), Executive Outcomes disbanded. In its press release, the 
firm tried to put a positive spin on the demise stating, “African countries are 
busy working out solutions in Africa. . .  . Let’s give them a chance.” It went 
on to cite “the consolidation of law and order across the .African continent” 
as a reason for the company’s purported obsolescence.5'’ However, given the 
number of conflicts still ongoing across the continent, these explanations 
rang a bit hollow.

Despite the efforts to burnish its image, the past came back to haunt EO. 
It was never able to shake its link to the apartheid-past o f its founders and 
clients found it easier to hire a competitor, including even one of its spin-off
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firms, that did not carry as much negative publicity. They could get the same 
services without the complications. Linked to their history in the apartheid 
regime’s defense (with many of the firm’s employees or former units being 
mentioned in the ongoing Truth and Reconciliation councils delibera
tions), the new South African government had been embarrassed by F.O’s 
activities. As a result, domestic legislation was begun in 1997 that sought to 
regulate the new trade in private military  services. Under the provision of 
the “The Regulation of Foreign Military .Assistance Bill,” a company such as 
EO was compelled to seek government authorization for each contract.*’*’ 
Despite the fact that law was essentially unenforceable and had a problem
atic definitions concerning the scope of its powers, the firm evidently de
cided that staying local was not worth the effort. There were also reports of 
internal disputes among the executives.1’7

As a result o f these factors, EO, which had been the defining firm in the 
military  provider sector chose to cease operations. At the time, many ana
lysts took this to mean that such military provider firms that offered imple
mentation and combat services were no longer viable.68 However, they could 
be no more wrong.

Rather than truly ending its business, it appears that EO simply devolved 
its activities, illustrating perhaps the final advantage that private firms have, 
even in death. As a corporate entity, nothing bound the organization known 
as Executive Outcomes to any one place or even to that name. That the com
pany closed it offices in Pretoria does not mean that its spin-offs or “affili
ates” also closed their businesses. A number of the firms once associated with 
EO, such as Sandline, Lifeguard, Alpha 5, Saracen, and Cape International, 
are all still active in the military provider sector, each operating in more cor- 
porate-friendlv locales. Likewise, a number of new provider firms, headed 
and staffed by former EO personnel, such as Southern Cross and NFD Ltd., 
have all opened up since EO’s close. There have also been reports of other 
firms using the old EO connections for recruiting.*’9 The end result is that 
although Executive Outcomes technically closed, in another sense it simply 
globalized.

In the broader analysis, EO was a true innovator in the overall privatized 
military industry, providing the blueprint for how effective and lucrative the 
market o f forces-for-hire can be. The Executive Outcomes name itself may 
be a thing of the past, but the business o f providing tactical military- assis
tance is alive and well. The demand for this sector remains and so does the 
supply. The firm’s reputation lives on, as well. .As one PMF executive com
mented, “If EO was still around and put out word tonight that it has a con
tract for 3,000 men, without providing any further details, Pomfret [the 
South African military base town, where the firm used to recruit] will be a 
ghost town tomorrow.”70
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8 The Military Consulting Firm: MPRI

We’ve got more generals per square foot here than in the Pentagon.

—Gen. Harrv E. Sovstcr, retired, MPRI executive

Military Professional Resources Incorporated (MPRI) is one of the 
most well known players in the military consulting sector. In fact, 
it is also one of the more prominent firms in the wider private mil

itary industry, primarily due to its operations in the former Yugoslavia, where 
it helped alter the entire course of the war.

The firm’s defining characteristic is that its employee pool draws from the 
highest levels of retired L'.S. military personnel. Their collective experience 
offers the firm’s clients both strategic expertise and intimate ties to U.S. pol
icy. Originally, MPRI planned to tap into the domestic military market that 
opened up as the Pentagon downsized at the end of the Cold War. The open
ing of the global market of military services, however, has instead led it to 
take on an increasing array o f international operations, in many settings 
where the U.S. military is prohibited.

Although there is a general uneasiness at the concept o f retired Amer
ican military- personnel trading commercially on skills and contacts de
veloped while in public service, those within MPRI say that the firm is 
distinguished by its professionalism and loyalty to U.S. foreign policy goals.1 
MPRI also makes pointed comparisons with other firms in the field, seeking 
to make clear its location within the military consulting sector.

EO has been directly involved in combat: MPRI claims to work only in a train
ing capacity. A senior MPRI employee compared the two companies thus in 
July 1997: “when a fire is raging a government may call in EO. But when the 
fire has been put out, we . . . install the necessary precautions to ensure it 
won’t start again.” Others believe the distinction to be less clear-cut. A U.S. 
Slate Department official notes, “The only difference is that MPRI hasn’t 
pulled the trigger—yet.”2

O R G A N IZ A T IO N A L  C H A R A C T E R IS T IC S

MPRI was founded in 1987, when eight former senior military officers of the 
U.S. military incorporated the company under the business-friendly laws of
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Delaware. The firm's headquarters are located in an office block in Alexan
dria. Virginia, which the company literature pointedly notes is just a short 
distance from the Pentagon, implying a continuing close relationship. By 
2002, a local staff o f about 40 handled contracts and administration, while 
about 800 MPRI personnel were deployed in the field. The firm’s annual 
sales had grown to the $ 10 0  million range.

The key asset o f the company (as with Executive Outcomes) is a carefully 
managed database o f former military personnel, among whom the company 
can replicate even- single military skill. As o f 2002, over 12,500 personnel 
are on-call and the list grows by hundreds each year. MPRI recruiting is ac
complished in a more standard business manner than EOs, mainly through 
trade journal advertisements and by means of its corporate website. Roughly 
Q5 percent o f this pool is former U.S. Army personnel, which helps main
tain corporate cohesion o f procedures.3 About half o f the officers in the 
database reportedly have combat experience and/or PhDs.1 As with EO, no 
standing force exists, so that personnel selection is specifically tailored to 
each contract’s requirements.

The original CEO of MPRI was Vernon Lewis, a former army major gen
eral, who previously had founded Cypress International (a war materiel sup
ply firm). The board of directors includes fourteen others, mainly retired 
generals and admirals. The 23 original founding employees had over 700 
years o f combined military experience. More recently, Carl Vuono, a retired 
four-star general, who was Chief o f Staff o f the Army during the Gulf War, 
took over as president o f the firm.

Hierarchy within the company broadly appears to reflect former senior
ity o f rank within the military, a shared trait with other firms in the Type I 
and II sectors. Prominent in its international divisions are Crosby “Butch” 
Saint, former commander o f the U.S. army in Europe, and Harry “Ed” Soys- 
ter, a retired lieutenant general who served as the head of the Defense In
telligence Agency (DIA). Soyster also acts as the unofficial spokesperson for 
the company. Jared L. Bates, a retired three-star general, heads the national 
group that handles domestic operations. Other MPRI personnel comprise 
former professional soldiers of every grade, including a number of retired 
career noncommissioned officers, who make up the backbone of even-army. 
In this category MPRI has over 200 retired Sergeant Majors, among the most 
respected soldiers in the entire force.

A particular aspect o f MPRI that stands in contrast to that o f Executive 
Outcomes, is the close ties it has been able to maintain with its home gov
ernment. The fact that MPRI is exclusively made up o f retired U.S. military 
personnel tends to give the U.S. government an overt amount o f trust in the 
firm. The company, in turn, is careful both to nurture this relationship con
stantly and also to leverage it for its own client base. Company executives 
maintain close contact with former colleagues still in public service, who, in
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manv cases, are their former subordinates. These relations in turn, provide 
the firm with a steady flow of business recommendations and information.

This gives MPRI a decided advantage over corporate rivals. For example, 
a number of its international contracts were first established through direct 
referrals from U.S. officials. The Colombian government chose MPRI after 
Brian Sheridan, U.S. Assistant Secretary o f Defense for Special Operations 
Low-Intensity Conflict (SOI.IC), recommended the firm to its Minister of 
Defense.5 Similar occurrences are known to have happened in Croatia, 
Bosnia, and Nigeria. Likewise, the firm has admitted that it has often been 
able to access U.S. intelligence reports “at very high levels.'’5

The concern of such ties, however, is that it defeats the notion of com
petition that underlies the advantages of privatizing services.7 These ex
tremely close ties to the U.S. military establishment, although beneficial in 
some ways, have also raised some questions about whether MPRI is simply a 
private extension of the U.S. military. Soyster’s tenure as head o f the DIA co
incided with the use of private arms dealers to equip U.S. allies abroad such 
as the contras in Nicaragua and mujahedeen in .Afghanistan. At the same 
time that MPRI was working with the Croat military, these same dealers were 
active in arming the force, in violation of the UN weapons embargo.8 Such 
links led officers from other European forces stationed in the NATO force 
in Bosnia to question how one would know if a MPRI employee was really a 
retired officer, or still active with the DIA, and whether it made a difference 
in the end.5

Equally, many feel that MPRI operates as just another mechanism to “re
ward the alumni” after retirement. For example, among its top personnel 
who worked in the Balkans are James Chambers, a former Lt. General who 
was once director of U.S. contingency operations in Bosnia, and John Se- 
wall, another former general who was the Pentagon’s special advisor to the 
Bosnian-Croat federation.10 That both Chambers and Sewall worked on the 
same areas in both their public and private capacities raised eyebrows 
among regional observers. However, MPRI denies any wrongdoing and sim
ply sees itself as tapping a national resource in the form of the retired Amer
ican military community. Utilizing this pool of expertise, it claims to be able 
“perform any task or accomplish any mission requiring military  skills (or 
generalized skills acquired through military  service), short of combat oper
ations.” 1 1

Domestically, MPRI has worked on numerous contracts for the U.S. mil
itary, doing everything from conducting analyses and simulations, running 
training exercises, to helping administer the ROTC and Staff College pro
grams. All of these contracts, which were once handled by the military, il- 
lustrate the extreme confidence the U.S. government has in the firm.

On the international level, MPRI is also quick to point out that it only 
works on contracts approved by the U.S. government. This has had the in
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teresting effect o f its public client pool being determined by the changing 
winds of post-Cold War U.S. foreign policy. In 1995, for example, the firm 
made a bid to work for longtime ally Sese Seko Mobutu in Zaire, but due to 
policy shif ts, it was rejected by the State Department, illustrating that the pri
vate firm’s inclinations are not always in line with all branches of the U.S. 
government. Later in the same year, the company made several attempts to 
work with the Angolan military. These were taken by many in the region as 
a bellwether that the United States had also officially switched its support 
from the UNITA rebels (whom the CIA had armed during the Cold War), 
to backing the Angolan government, which had gained the support o f West
ern oil companies.

In contrast with the purely domestic focus at its inception, the interna
tional part of MPRI has become a growth force for the business. The firm 
originally began these efforts by teaming up with several traditional defense 
manufacturers to assist foreign clients on new weapons introduction and in
tegration. However, the military skills training and advisory contracts with 
other governments are what soon attracted the most attention. The services 
MPRI offers its foreign clients include doctrinal development, restructuring 
defense ministries, advanced war gaming, training on every type o f weapons 
system, and military instruction down to squad-level tactics. The most senior- 
level personnel, such as the former chiefs of service and theater commanders- 
in-chief, also provide military leadership seminars to the higher-ranking 
military officers o f foreign states.

The packages that MPRI offers make it possible to completely restructure 
a military from the bottom up and become compatible to NATO-level stan
dards. In all aspects, the training mimics the exact type of instruction that 
the MPRI personnel provided LbS. military personnel when they were on ac
tive duty. The result is that in imparting to foreign forces ‘the American way 
of w arfare,' the firm is bringing to the military field the same dynamics that 
work in any other field of international trade, transferring knowledge capi
tal from areas of high supply to those o f low supply.

In sum, the military- skills and expertise that MPRI can offer a client are 
perceived to be extremely high and thus in great demand. Its performance 
record demonstrates that with MPRI consulting and training, a nascent army 
can be transformed from a militia into a modern effective fighting force, 
much more rapidly than otherwise. Bosnian Prime Minister Muhammed 
Sacirbey reportedly said that having MPRI work for his government was ‘the 
next best thing’ to official U.S. military assistance.12

However, it must be noted that all is not perfect in the world o f the pre
miere military consulting firm. MPRI is unique in that it is the only firm in 
the private military industry that has yet, at least by 2002, been mentioned 
in a war crimes tribunal. Its role in Croatia raised such concerns that the In
ternational War Crimes Tribunal meeting in the Hague contacted the Pen
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tagon for information about the firm.13 The firm is also unique in being the 
only PMF that has a website dedicated to reporting its alleged abuses (not 
verv subtly titled www.mprisucks.com).14 Some allegations on this site (in
cluding those posted by current and prior firm employees), consist o f the 
standard accusations that the firm is more interested in contract renewal 
than efficient performance, but other allegations claim that the MPRI divi
sions outside the United States have shown disregard for both local laws and 
U.S. fair employment practices (including sexual harassment, preemptory 
firing, etc).15

H IS T O R Y  O F M A JO R  O P E R A T IO N S

MPRI began its business by exclusively operating within the United States 
and soon had work at military installations across the nation. Its initial con
tracts included providing new equipment training for U.S. active and re
serve forces (for example, it was in charge of introducing the M 2/M 3 
Bradley fighting vehicle into the Army National Guard) and support to the 
Army Staff and War Colleges. Since then, it has expanded its role such that 
it has become one of the primary-’ corporate advisors and consultants to the 
U.S. military, in most cases to functions that had never been privatized be
fore.

Two domestic contracts deserve special mention. In 199(1, the Army be
gan the process o f privatizing the Reserve Officer Training Corps (ROTC). 
In this unique program, former Army personnel were hired by MPRI to work 
at colleges as professors o f military-’ science and administrative noncommis
sioned officers (NCOs), roles formerly filled by active military  personnel. 
The firm initially ran a pilot program at 15  universities and has since ex
panded to taking over ROTC in more than 200 universities. Although they 
are actually private-sector employees, these MPRI instructors still wear uni
forms.,( Despite these attempts to shield the corporate role, the irony still 
remains; the next generation o f U.S. Army leaders will be introduced to the 
force through the sendees o f a private firm. Indeed, with a pilot program 
just launched to privatize regular recruiting to MPRI and Resources Con
sulting Inc., the same may hold true for future U.S. armed forces enlisted 
personnel as well.17

The other domestic contract that warrants discussion was with the Train
ing and Doctrine Command (TRADOC) in 1997. In this case, MPRI was 
asked to develop and write the Army’s field manuals on how to deal with ac
quiring and managing contractors in a wartime environment. The ultimate 
products were FM 100-10-2 , Contracting Support on the Battlefield, and FM 
LOO-21, Contractors on the Battlefield, which provide the tactics, techniques, 
and procedures for the management and control o f commercial support of 
military operations.18 In essence, a private company w rote the rules that gov-
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Tabic 8.1
MPRI Domestic Contracts with the U.S. Military
• Organizational support of the U.S. Army Force Management School
• Instructors to the U.S. Army Combined Arms and Services Staff School at Foi l 

Leavenworth (that basic branch officers attend as part of their professional 
military education program)

• Instructors to the Command and General Staff College (CGSC), that all 
higher-level officers attend

• Tactical training and war gaming support to the Combined Arms Support 
Com mand (CASCOM)

• Organization assessment & development for the U.S. Army Staff , the U.S. 
Army Space and Missile Defense, the U.S. Army Of fice of the Director 
Information Systems for Command, Control, Communications, and 
Computers (OSDISC4), the Joint Forces Command (JFCOM), and the Office 
of the Secretary of Defense

• Simulations development and support for the Defense Advanced Research 
Projects Agency (DARPA)

• Mentoring, expert support, and senior leadership seminars for various 
individual units of the Army and the wider Department of Defense

• Strategic planning and staff augmentation supjxrt to the U.S. Army Materiel 
Command (AMC), the George C. Marshall (kilter, the Joint Warfighting 
Assessment Center, U.S. Army Deputy Chief of Staff for the Operations and 
Critical Asset Assurance Program, Joint Program Office

• Military doctrinal support to the Army s Training and Doctrine Command 
(TRADOC) development of Information Superiority concepts Joint Venture 
Program (Force XXI) Army Experimentation Campaign Plan, and the 
Quadrennial Defense Review

• Logistical planning, as a principal subcontractor to the LOGCAP process.

ern how the U.S. Army would interact and manage other such companies. 
Despite being written by a firm within the industry, the manuals fail to rec
ognize the full implications o f the new form of contracting that has devel
oped in the privatized military industry. Instead, they only cover the more 
traditional contractors and ignore the new policy and legal issues raised by 
PMFs such as MPRI.

Taking the International Market b) “Storm ”
MPRI has obviously been quite successful in garnering contracts within 

the U.S. domestic military services market. The firm’s notoriety and growth 
within the military consulting sector, however, is due to its successful ex
pansion into the global market. The first international contracts the com
pany had were seminars on the lessons o f the Gulf War it developed and held
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for the Taiwanese and Swedish militaries in 19 9 1. It followed these with a 
minor operation in Liberia to train Nigerian peacekeeping forces in the 
ECOMOG operation on the use and maintenance of military vehicles that 
the U.S. government had supplied. The company also had a five-year con
tract with the U.S. State Department to administer the shipping o f over $900 
million worth of donated medical supplies and food to the former Soviet 
states.

However, it was in the former Yugoslavia that MPRI gained international 
brand recognition. Under a contract with the State Department, 45 MPRI 
personnel served as border monitors for the UN sanctions against Serbia 
from 19 9 4 -5 . More important, it was also during this period that the com
pany was first contracted by the Republic o f Croatia to help its military s tran
sition into a professional force.

Croatia had been one o f the first republics to break away from Yugoslavia 
in 19 9 1, but with an under-equipped militia force, it had suffered greatly 
when its Serbian minority in the Krajina region rebelled with the support of 
the Yugoslav army. At the time o f the MPRI contract, a UN-monitored cease
fire line requiring suspension o f hostilities had been established between 
the Croat forces and the Krajina Serbs (w ho had gained control o f a large 
swath of territory that lay astride the main lines o f communication for all of 
Croatia).

With the war also going badly for the Serbs opponents and the UN peace
keeping operation languishing, the basic goal o f U.S. policy in the region 
became to bring the situation to an endgame. The concept was to turn the 
Croats into the U.S.’s “junkyard dog”; that is, to strengthen them into a re
gional enforcer and ally them with the Bosnians, in order to balance Serbian 
power.19 This endeavor was solidified in the Washington Agreement in 
1994, that linked together the conflicting Muslim and Croat elements in
side of Bosnia. However, for the concept to have any effect, the amateur 
armies with whom the Lhiited States had sided required bolstering. This 
would be a difficult challenge because o f a 1991 UN arms embargo that pro
hibited the sale o f weapons to any o f the warring parties.-0 Military training 
and advisory were also prohibited by this international embargo, w'hich the 
United States had approved in the Security Council.

It was at this time that the Pentagon referred the Croatian Defense Min
ister to MPRI.-1 Once the Washington Agreement allowed a State Depart
ment license to be given (in September 1994), the Croat government signed 
MPRI to two separate contracts. The first was the long-range management 
program, intended to provide the Croatian Ministry of Defense with “strate
gic long-term capabilities” and was to be led by recently retired Major Gen
eral John Sewall, who had just served as the Pentagon’s point man in the 
region.22 After a survey team assessed the situation, the program officially 
began in January, 1995- A second signed contract provided for the design
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of a Democracy Transition Assistance Program (DTAP) that officially began 
in April, 1995. DTAP is run out of the “Petal Zrinski” military school in 
Zagreb, anti officially provides for the classroom instruction in democratic 
principles and civil-military relations to officers previously accustomed to 
the Soviet model o f organization.23 Neither contract is claimed by MPRI to 
involve any other type of military training.

The officially expressed policy behind the contracts was that they would 
help transform the Croatian army into a more professional, NATO-style 
force that would be a suitable candidate for the Partnership for Peace pro
gram. However, in August o f 1995, the Croat forces launched a massive of
fensive, called “Operation Storm,” whose scale and sophistication caught 
everyone in the region off guard. In a shocking fashion, the Croat army re
vealed that it had transformed from a ragtag militia into a highly profes
sional fighting force. The Krajina Serb defenses crumbled and, within a 
week, the entire territory was seized.

Quietly pleased with the results, the U.S. government downplayed that 
the offensive had both violated the UN cease-fire and created 170,000 new 
refugees. In addition, numerous reports of human rights violations surfaced 
in the wake o f the offensive, including the murder of elderly Serbs who had 
stayed behind.24 The International War Crimes Tribunal has since indicted 
the Croat commanders o f the offensive, who may or may not have received 
instruction and guidance from MPRI or Pentagon planners.2;

Operation Storm, besides being the first major victory o f the war against 
the Serbs, was to be the crucial turning point o f the war in former Yugoslavia. 
The Bosnian Serbs lost their last active ally, and the Croat army then linked 
up with the Bosnian government army and drove into their enemy’s western 
flank. In the course of the offensive, the Croatians regained all but 4 per
cent o f their land and also came to occupy 20 percent of Bosnia. The be
leaguered Serbs agreed to a cease-fire and the Dayton Agreement was signed 
in November, 1995. Observers present at the negotiations in Dayton, Ohio, 
relate that the Bosnian government made an important precondition to 
their signature: the provision of a similar program to train and equip their 
own military.2*’

Although MPRI categorically denies any involvement in Operation Storm 
or related training, the dramatic overall improvement in Croat strategic and 
tactical skills over the same span is difficult to ignore. As one analyst notes,

No country moves from having a ragtag militia to having a professional mil
itary offensive without some help. The Croatians did a good job of coordi
nating armor, artillery and infantry. That’s not something you learn while 
being instructed about democratic values.27

Despite MPRI’s officials’ denial that “they could have got a battle plan just 
us well from Georgetown University, as from MPRI,” the absolute success o f
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Operation Storm definitely carried a Western-style imprint that appears to 
bear evidence of MPRI’s assistance.28 In particular, it made sophisticated use 
of war maneuver techniques to destroy Serbian command and control net
works. These were quite different from the outmoded Warsaw Pact military 
tactics the Croats had used earlier in the war and more reminiscent o f the 
U.S. Army’s Air-Land 2000 doctrine that the firm was expert in.

In fact, analysts were quite complimentary of the job  that they ascribed 
to MPRI in advising the Croat force. The British colonel in charge o f the UN 
observer mission in Krajina at the time stated, “It was a textbook operation, 
though not a JNA [Yugoslav army] textbook. Whoever wrote that plan of at
tack could have gone to any NATO staff college in North America or West
ern Europe and scored an A-plus.”29 Another defense observer directly 
linked the increase in the Croat’s battlefield prowess to MPRI’s training, 
crediting the firm with being a “vital element in the shift of political balance 
between the warring parties o f Croatia and Bosnia.”30

Indeed, the commonly accepted belief is that the MPRI operation started 
in October 1994, rather than later in January 1995, and included training 
not only in democratic principles, but also in basic infantry tactics (such as 
covering fields of fire and flanking maneuvers,), and medium-unit strategy 
and coordination as well.31 Suspicions of the firm’s involvement in the plan
ning o f the operation were further raised when a Croat liaison officer later 
informed the local press that, in the weeks before the offensive, MPRI’s 
(TO , General Vuono, had secretly met on Brioni Island off the coast of 
Croatia with General Varimar Cervenko, the Croat officer who was the ar
chitect of the campaign. In fact, in the five days prior to the offensive, local 
press reported that Vuono and his men had at least ten meetings with Croat 
officers involved in the operation.3-They were likely too busy at the time for 
coursework on democratic principles.

Although the extent of MPRI’s involvement is still in dispute, the final re
sults are not. Prior to MPRI’s hire, the type of operation undertaken in “Op
eration Storm” was beyond the ability of the Croatian army.33 Even if specific 
assistance in the offensive was not given, it is extremely possible that MPRI 
training exercises given to their Croat clients, such as wargaming, were tai
lored to such a contingency. At the very least, the U.S. leadership techniques 
and military organizational advice that MPRI does admit to having provided, 
did help the Croatians in their advance. After MPRI began training, a dra
matic organizational and attitudinal transformation occurred in the Cro
atian forces, lifting military morale and discipline.34 As one MPRI employee 
noted, “We were not there very long— if the SerlC roat War had been fought 
in 1999 our fingerprints would have been all over it. But as it was, even in 
the brief time we were there, we made something of a difference, if only in 
the confidence we helped instill.”30

In the wake of this success, MPRI won its next high-profile contract, ad
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ministering “Train and Equip,” the Dayton-inspired program to build up an 
integrated Bosnian Federation military. After a supposed seventeen-week 
bidding competition with two larger, rival American firms in the advisory sec
tor (SAIC and BDN1), MPRI was hired in May, 1996, to advise the Bosnian 
force during its reorganization and professionalization process. The diffi
culty inherent in this official version is that as early as December, 1995, it 
was widely known that MPRI would be the firm that would administer the 
training and preparatory work began before May.36

The overall contract was valued at approximately $50 million and carried 
provisions for yearly renewals. The program was titled the Military Stabi
lization Program and differed from the contracts with the Croats in that it 
had official provisions for combat training. Along with a $ 10 0  million sur
plus arms transfer program, the program w-as intended to help create a bal
ance o f pow er within Bosnia, which it was hoped would prevent future Serb 
aggression.

The payment method for MPRI’s role in Bosnia’s Train and Equip Pro
gram is indicative of the complexity o f the firm’s role. Although the contract 
itself is directly between MPRI and the Bosnian government, the firm was 
actually paid with money donated to Bosnia by moderate Islamic countries 
such as Saudi Arabia, Kuwait, Brunei, United Arab Emirates (UAE), and 
Malaysia. However, it was a U.S. official at the State Department (initially 
Ambassador James Pardew) who officially administered both the program 
and the financial account into which the money was deposited. In no other 
example o f governmental privatizing, at either the federal, state, or local 
level, does such an example occur o f having the purchaser, provider, con
tractor, and regulator in so many different personas.

The original Program Manager for MPRI’s operation in Bosnia was re
tired Major General William Boice. Boice’s particularly relevant experience 
to the situation in Bosnia was that he was the former commander o f the U.S. 
Army’s 1st Armored Division (making for some nice potential contacts with 
his former unit, which had provided the initial core o f the NATO peace
keeping force that was in charge o f administering the local security situation 
at the time in 1996 ). Headquartered on the third floor o f a non-descript for
mer university- building in downtown Sarajevo, the MPRI operation in 
Bosnia consisted of approximately 175  personnel, who would develop and 
conduct an expansive training and advisory regime that Boice described as 
“a unique program in the history of the United States.”37

The tasks that MPRI was contracted to accomplish were wide-ranging, 
numerous, and at the core o f Bosnian military capabilities. As stated by Am
bassador Pardew at the time,

They will assist in the establishment of the Ministry of Defense and the Joint 
Command. They will perform a mission analysis and force structure devel
opment. They will be involved in the selection and integration of weapons
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into the Federations forces. They will develop an integrated logistics system; 
assist with command and control; assist in the development of training pol
icy; assist in the conducting of unit training. They will establish a combat 
training center, or centralized training center for all forces. They will cstal 
lish individual training programs; create a simulation center for staff train
ing. They will help in the development of personnel management education 
and force development programs, and they will assist in operational plan
ning and strategic concepts for the defense of the Federation.^

The program began with the rcsli Helming of the Bosnian Ministry o f De
fense and a combined logistics system. This was much more difficult a task 
than in Croatia, as MPRI was essentially trying to bring together two sepa
rate armies (the Bosnian Muslim ABiH and the Bosnian Croat HVO) under 
one organization. This tense dynamic presented recurring difficulties for 
the program that still remained unsettled five years later. Concurrent with 
this army reorganization, MPRI built a training school and computer simu
lation center near Haclzici, as w’ell as established a field combat simulation 
center near I.ivno that had been designed to mirror the force training 
grounds in the United States (complete with an “OPFOR” enemy training 
unit). The 6o-kilometer by 18-kilometer (roughly 40-mile by 12-mile) train
ing grounds are especially realistic as they still contain gutted villages aban
doned by Serbs during the previous round of fighting.39 MPRI followed 
essentially a ‘pebble in the pond’ approach; that is, the students who have 
passed through the school are then expected to impart their knowledge 
throughout the Bosnian force.

MPRI’s activities are expected to vastly improve the combined Bosnian 
army’s performance as a fighting force. The training and, in particular, the 
simulation centers will certainly add to the Bosnian soldiers' individual 
skills. When combined with a more professional leadership advised by MPRI 
planning experts, the overall effect should multiply the Bosnian military’s 
effectiveness on the unit- and overall-force levels. The MPRI model of train
ing has proven effective in the Balkan region, and, with the involvement of 
their experts in the planning of Bosnian strategy1, could prove to be even 
more so in the future.

One concern, however, is that the program may actually work all too well. 
European allies strongly opposed both the Train and Equip program and 
the hire of MPRI, and publicly condemned both. The general feeling on the 
ground among these forces was encapsulated by one Norwegian peace
keeper in Sarajevo, who imparted that he found the whole concept “clis- 
uustinu.’’'10

Critiques fell in two general categories: that rearming one side was poi
sonous to the evenhanded atmosphere required o f international peace im
plementation and that, rather than simply balancing the Serbs’ power, the 
Bosnians will be tempted to use their new-found weapons and skills to ag
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gressively take back lost land.41 It is generally agreed that due to their early 
losses, the Bosnian Muslim side has the greatest incentive to restart the war 
in order to regain lost territory, this time on its own terms. Many regional 
observers feel that if the NATO force were to withdraw at this time, the 
Bosnians might take advantage o f internal Serb division and attempt to seize 
disputed territory. MPRI’s response to this is that it is only teaching defen
sive strategies and limited counterattack tactics. However, the distinction 
with offensive tactics is slight. As a Bosnian officer training at the Livno 
grounds commented, “We’ll be able to learn the rest by reading between the 
lines.” 12

MPRI Exfmnds Around (hr World
MPRI has continued to stay active in the Balkans. Following the Bosnian 

contract, it set up a smaller-scale program for the new Macedonian state’s 
military and border patrol. As the Kosovo war heated up just across the bor
der, MPRPs local connections were quite useful to U.S. policymakers. Al
though not directly involved in the war itself, MPRI also influenced the 
fighting through its programs elsewhere in the region. As noted in chapter 
i, both the rebel Kosovo Liberation Army’s (KIA) commander and a num
ber o f its officers are known to have received MPRI training in the Croat and 
potentially the Bosnian contracts. The firm is certainly in the running to pro
vide the same sort o f start-up advisory assistance to a new Kosovar army, if 
the province’s independence is ever recognized.43 In turn, the Macedonian 
contract later came under fire when a local Albanian revolt occurred; some 
of the rebel leaders, fighting against the national army that MPRI was ad
vising, were also rumored to have gone through MPRI training during the 
Croat contract.44

Having established its reputation in the Balkans, the firm aggressively 
moved to expand its international operations. In the Middle East, it has 
begun operations that support force integration for the Saudi Arabian mil
itary, including threat analysis; force management, establishing require
ments, force development and design, acquisition, resource management, 
and force integration; as well as other key considerations, such as doctrine, 
leader development, logistics, and staff organization. Since 1999, MPRI has 
also been active in Kuwait, providing force-on-force training at the company- 
and battalion-task force levels.

Beginning in 1996, talks were reported to have occurred between MPRI 
and the government o f Sri Lanka, involved in a war against the Tamil 
“Tigers.” The negotiations reportedly involved a contract providing training 
and assistance to the military’s special forces.4-’ Allegedly, an officer soon to 
retire from the U.S. Delta Force was considered to lead the operation. How
ever, the Sri Lankan government backed out of the negotiations for causes 
unknown.41’ The interesting part is that the State Department begrudgingly
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had granted a license to MPRI, despite initial disapproval due to the exten
sive allegations o f human rights abuses by the Sri Lankan Army (which had 
thus made it ineligible to receive official U.S. military assistance).

MPRI has also made numerous forays into the African market. In 1996, 
MPRI negotiated a Sfio million contract with the Angolan government to 
provide a similar training program to its military and police forces. EO had 
bid for the contract but lost out, despite most observers feeling the South 
African firm was far better suited for the conflict situation in Angola.47 The 
NATO model is perceived to be o f limited value in Africa (particularly in 
comparison to the proven EO approach).

The likely rationale behind MPRI gaining entrance into Angola ran in 
two directions. For the United States, it would provide enhanced influence 
over the local situation, whereas the Angolan government saw it as a way to 
bind the United States closer and further isolate UNITA, the Angolan rebel 
force. Political advantage seems to be the real impetus behind the deal, 
rather than MPRI's specific training program and expertise.48

However, the contract has yet to come to f ruition for a variety of reasons. 
These initially included disagreements over the duration and cost o f the 
contract. Renewed fighting between the government and UNITA also com
plicated MPRI’s role. Reports had the firm and government finally coming 
to agreement in November 1999. However, by the next year, they had once 
again faltered. It may be supposed, if the rumors are true, that the key stick
ing point is not the actual contract numbers, but rather the absence of ex
tra bonuses (i.e., bribes) for the Angolan Army officers involved in the 
contract negotiations.49

MPRI was eventually able to successfully enter the African market through 
two regional programs. The first is the African Crisis Response Initiative 
(ACRI), a seven-nation training program established in 1996 to create ef
fective, rapidly deployable peacekeeping units. The idea is to build a com
patible African force, trained to U.S. standards, that can operate jointly in 
the event of humanitarian crisis or in a traditional peacekeeping operation. 
To date, more than 5,500 African troops have been trained under the pro
gram, with MPRI supplying the administration and much o f the training.50 
MPRI also provided similar services to the African Center for Strategic Stud
ies (ACSS), a senior level U.S. government program designed to train Af
rican officers and civilian defense officials in national security strategy and 
concepts of civil-military relations. ACSS is structured along the same lines 
as the regional programs at the George C. Marshall Center in Germany and 
the Asia-Pacific Center in Hawaii, but is the only one administered by a pri
vate firm.51

More recently, MPRI has also engaged in contracts with Nigeria and 
Equatorial Guinea. Until the civilian elections in 1999, Nigeria had mostly 
been ruled by a revolving set of generals. The resulting theft and corruption



3 2  O R G A N I Z A T I O N  A N D  O P E R A T I O N

hit a high point with the late General Sani Abacha, who stole more than $2 
billion from the Nigerian state in the 1990s. The MPRI program involves 
the restructuring of the Nigerian military to reflect its new regional respon
sibilities and bring it under better civilian control. In the initial stages o f the 
project, MPRI was paid by the U.S. Agency for International Development 
(better known for funding nutrition, education, and economic reform ini
tiatives than PMFs) to conduct a survey on what was needed to “reprofes- 
sionalizc” Nigeria’s military. ’2 As often occurs in the general consulting 
sector, the firm was then contracted to implement the very recommenda
tions it originally had advised. The danger of this is, o f course, that compe
tition might have produced a more efficient process; but, nonetheless, MPRI 
was hired to begin the next phase in April 2000, for just over $7 million (with 
the Nigerian and U.S. governments splitting the costs).

In July 2000. the firm followed the Nigeria contract by working with the 
regime o f Equatorial Guinea to assist in the design of a “National Security 
Enhancement Plan” and the formation of a coastal defense force. The con
tract raised a number of political questions about the firm’s exact fit with 
U.S. foreign policy goals, however. The contract had initially been rejected 
by two separate State Department offices, holding it up its signing for two 
years.55

The State Department’s concern was that Equatorial Guinea, most of 
which is an island off the coast of western Africa, is one of the most tightly 
closed and repressive societies still remaining after the end of the Cold War. 
Its government is a strict military dictatorship, headed by Obiang Ngucma, 
who seized power in 1979 by deposing and murdering his uncle. MPRI’s new 
client was a human rights violator of the most extreme kind, accused of po
litical killings, election fraud, and questionable monetary practices. Any 
gathering of ten or more people in Equatorial Guinea is considered illegal 
and citizens have been jailed and tortured for violations as minimal as pos
sessing photocopies o f foreign newspaper articles/’4 The government even 
once threatened the U.S. ambassador with death, for trying to save local po
litical prisoners.

The concern is that MPRI’s contract will allow this government to 
strengthen its grip on power. The two closest allies o f the firm’s new client 
are North Korea and Cuba; so, in addition to the human rights concerns, 
aiding the regime in any way may not be in the U.S.’s best strategic interest. 
Regardless, the contract was pushed after high-level MPRI lobbying con
vinced U.S. policymakers that if it was not allowed to do the job, some other 
foreign (in this case, French) PMF would.55

During the same period, MPRI also began work in Colombia, South 
America, officially as part o f “Plan Colombia,” a $7.5 billion strategy to erad
icate the cocaine trade. As in Nigeria. MPRI was at the initial analytical stage 
(being paid $850,000 for six weeks of assessment work) that helped the 
Colombian government devise the three-phase action plan to be imple-
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men ted when the aid package was fully funded. Once again, it had pre
positioned itself to garner the more lucrative ensuing contract.’’6 It was suc
cessful in this and, by the summer of 2000, MPRI employees were working 
full-time in Colombia under an initial $()-million contract.

The project, headed by a retired U.S. Army major general, was designed 
to aid the Colombian military in its development and reform. Ostensibly, the 
contract was only supposed to aid Colombia’s counternarcotics operations, 
but certainly spilled over into counterguerrilla campaign effectiveness. 
MPRI worked with the armed forces and the Colombia national police in 
the areas of planning, operations (including psychological operations), mil
itary training, logistics, intelligence, and personnel management.57 In a sim
ilar manner to the situation in Bosnia, the firm was paid by foreign-aid 
money that has been channeled through Colombia’s budget. So delicate was 
the process of this money flow, as well as the exact nature o f MPRI's work in 
Colombia, that an ongoing debate ensued within the U.S. State Department 
as to whom exactly MPRI worked for in this case.;8

Unlike the operation in Croatia, however, the MPRI contract in Colom
bia did not end on a positive note for the firm. The contract was terminated 
prematurely in May 2001, after Colombian military leaders expressed dis
may that the company had staffed its Bogota office with no Spanish speak
ers and provided advisors with little expertise in the type of low-intensity 
conflict that the state was engaged in (a recurring theme, indicating that 
much like the force it evolved from, MPRI’s services are perhaps better 
suited for traditional conflicts). “Finally, Colombian officers felt patronized 
by retired American generals who hadn’t seen combat in years.”59 MPRI was 
still paid for its services, however.

T H E  F U T U R E  O F  M P R I: H O W  C O R P O R A T E  C A N  A  M IL IT A R Y  C O M P A N Y  GO ?

MPRI’s operations illustrate how the privatization of military services has 
worked in many ways to the advantage of government. The private firm was 
able to go where U.S. military troops could not officially become involved 
and succeeded in furthering American foreign policy goals. Direct partici
pation could thus be denied and there was no limiting public oversight or 
debate. The end result is that MPRI provides the potential o f a privatized 
policy mechanism, at less cost and lower political risk.

Drawing from these advantages, MPRI has established a secure location 
for itself in the military consulting sector. Along the way, it has also made a 
great deal o f money. The extent o f its profitability seems to have been rec
ognized by the fact that other firms soon sought a piece of the action. In July 
2000, L-3 Communications (NYSE:LIT) acquired the issued and outstand
ing stock of MPRI. Other than releasing that it was purely monetary pur
chase, terms of the transaction were not disclosed.60

A spin-off from Loral and Lockheed, L-3 is a leading supplier of military
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training seniccs, secure communications services and products, avionics 
products, microwave components and telemetry, instrumentation, space 
and wireless products. Like MPRI, its primary customer is the U.S. Depart
ment o f Defense and selected U.S. government intelligence agencies, but it 
also serves aerospace firms (including making the infamous “black boxes” 
that record accident data on planes), commercial telecommunications, and 
cellular customers. L ^ ’s CEO, Frank Lanza, explained L-^’s rationale in 
adding the military firm to its group,

MPRI is a growth company with good profit margins and competitive ad
vantages that no other training business can match and its services are com
plementary to our products. In addition, the company is at the forefront of 
two positive defense industry dynamics. The U.S. military is privatizing many 
functions to reduce its increasing operations and maintenance budget and 
to compensate for its expanding national security commitments and declin
ing manpower. MPRI is also active on the international front, as changing 
political climates have led to increased demand for certain services . . .  These 
programs tend to expand and to lead to other opportunities.*’ 1

The purchase o f MPRI by L-3 represents a major step both in the devel
opment of the firm and the overall military consulting sector. Public capital 
groups assisted the merger and now MPRI is part of a consortium that trades 
on the public stock market. In a sense, it thus provides an added stamp of 
legitimacy to the firm’s activities that it did not have when it was privately 
held.

At the same time, it puts the MPRI under all sorts o f new pressures and 
scrutiny. The firm is even less responsible to the government, now that it is 
owned by institutional investors (including foreign ones), who are con
cerned more with the bottom line than with U.S. strategic interests. A par
ticular concern is the need to maintain constant growth to support L-^’s 
current high stock valuation. As MPRI tries to maintain its place as the pre
ferred consultant to the LT.S. military this could introduce more tensions, 
similar to the conflicting motives at play between firm and government in 
the Equatorial Guinea contract.

Now more solidly established in the corporate sector, one can also expect 
that the firm’s work environment and practices might be altered. New 
growth pressures might mean that former military rank will have less impact 
on placement in the firm’s executive hierarchy. Likewise, new service areas 
are being introduced to target a broader array of clients, particularly in the 
corporate sector. Notably, these require less specialized military expertise, 
and include a new public affairs competency and a new privatized law en
forcement program.

The public affairs group provides training and advisory services to clients 
ranging from the U.S. Department o f Defense Information School to the 
2002 Salt Lake City Olympic Committee. It also provides consultant reviews
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of Hollywood scripts that require military subject matter expertise. The law 
enforcement program, “The Alexandria Group,” is headed by a retired F.B.I. 
Assistant Director and provides support to national, regional, and local law 
enforcement organizations and special investigations capabilities to any 
client, public or private. This section has become a growth area in the wake 
of the September 1 1  attacks in 2001 and increased U.S. homeland security 
spending.02 However, as these operations expand, nonmilitary voices will 
have a greater role in MPRI.

The purchase by I -3 and addition of such new programs would seem to 
provide MPRI with additional areas o f profitability. At the same time, such 
changes could lead to an interesting turn of events. They might represent 
the beginning of the PMF’s “civilianization.” Whatever the outcome, the fu
ture o f MPRI appears bright.
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9 The Military Support Firm: BRS

Keep up with the new tilings or you’ll obsolete yourself before you know 
it. Anybody can do the easy things. Look for the harder jobs if you want 
to keep ahead.

— Herman Brown, Co-Founder of Brown & Root

B rown & Root Services (BRS) is one o f the dominant companies in field 
of military support services. The name Brown 8c Root has become syn
onymous with the contingency (or emergency) operations that have 

consumed the U.S. military’s energies since the end of the Cold War. Since 
l t)t)2, the firm has deployed employees to .Afghanistan, Albania, Bosnia, Croa
tia, Greece, Haiti, Hungary Italy, Kosovo, Kuwait, Macedonia, Saudi Arabia, 
Somalia, Turkey, Uzbekistan, and Zaire. It is not an exaggeration to note that 
wherever the U.S. military goes, so goes Brown & Root. As Vice President Dick 
Cheney, its former CTO, said in an interview. “The first person to greet our 
soldiers as they arrive in the Balkans and the last one to wave good-bye is one 
of our employees.” 1 U.S. Army peacekeepers in Kosovo even joke that they 
should have uniform patches that say “sponsored by Brown and Root.”2 

As with many other firms in the logistical support sector. Brown 8 c Root 
moved into the business only after establishing itself in other areas, specifi
cally engineering and energy services. As such, it is a civilian firm that en
tered into the military domain, rather than the reverse that has occurred 
with firms in the sectors. Being far more diversified. BRS’s personnel size 
and gross revenue are far larger than comparable firms in the provider or 
consulting sectors. BRS’s employees number roughly 20,000 and its overall 
gross revenues are close to $6 billion per year.

BRS, however, shares many critical aspects in common with Executive 
Outcomes and MPRI. It entered the market at roughly the same time, simi
larly sensing the business opportunities that became available from military 
downsizing and the concurrent expansion of interventions and other con
tingency operations. As with the rest o f the industry, it directs a fair amount 
o f its recruiting toward recently retired military- officers. The corporate his
tory o f Brown 8 c Root also evokes the recent changes in provider and con
sulting sectors toward mergers. It is just one part of a larger economic 
holding, in this case the Halliburton corporation, a global construction and
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energy services company with annual revenues o f $ 16  billion and over 
100,000 employees in 100 countries.

Support sector firms' forays into areas such as logistical outsourcing rep
resent the opening o f an enormous new market. l ogistics is the aspect of 
military  operations that deals with the procurement, maintenance, and 
transportation of military materiel, facilities, and personnel; in short, sup
porting the troops in the field. Their businesses also signify a profound shift 
in the manner that militaries operate. Although these functions may be of
ten considered “back-end" or secondary, their fulfillment is critical to the 
military’s ultimate success on the battlefield. History has shown that “ logis
tics is the lifeblood of war at the operational and strategic level.”-5

In a sense, firms in the military support sector have become private “en
ablers” to public forces. Much like the provider sector firms that allow for
eign investment into conflict zones, support sector linns such as Brown & 
Root make possible the deployment and operation of military forces. So es
sential is their assistance, that U.S. military planners no longer even envis
age the possibility of a large-scale intervention taking place without Brown 
& Root or one of its business competitors providing the logistics.

O R G A N IZ A T IO N A L  C H A R A C T E R IS T IC S

The story of Brown & Root Services and the overall Halliburton company 
begins in 19 19 , a year pivotal in history for the Treaty of Versailles that re
drew the map of Europe and laid the groundwork for another century of 
conflict. Back in the United States, Erie P. Halliburton established the New 
Method Oil Well Cementing Company in his one-room, home in Wilson, 
Oklahoma. One state over in Texas, brothers George and Herman Brown, 
with financial backing from their brother-in-law Dan Root, started the 
Brown & Root construction and engineering firm. The company soon had 
its first job, paving roads in San Marcos, Texas.'1

Over the next fifty years, the two companies thrived, both reaching in
ternational prominence. Patenting the revolutionary Cement Jet Mixer, Erie 
Halliburton's company transformed the oil well construction and service in
dustry. By the time its founder died in 1957, Halliburton had offices in 
nearly 20 countries.

Brown & Root, in turn, had also been able to weather the Great Depres
sion. Its strategy for survival was to take on risky projects that many other 
firms would not consider, such as building some of the first offshore oil plat
forms and constructing the Mansfield Dam, located near Austin, Texas. 
World War II brought a bevy of business, including contracts for building 
the Corpus Christi Naval Air Station and several U.S. Navy warships. As the 
postwar economy boomed in the 1 950s, the company experienced further 
growth in construction and engineering.O  O O
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Following his brother Herman’s death in 1963, George Brown ap
proached Halliburton and sold Brown & Root for $36.7 million. The fol
lowing decades saw the linked companies achieve stunning expansion, but 
also suff er dramatic losses. With the discovery of some of the world’s richest 
oilfields under the North Sea and in the Middle East, Halliburton’s drilling 
support operations went through a period of spectacular growth. Likewise, 
Brown & Root soon ranked as the largest engineering and construction firm 
in the United States. It also played a critical role in the NASA space program, 
including devising the ingenious makeshift carbon dioxide removal system 
that saved the lives o f the Apollo 13  crew (featured in the film of the same 
name). By 1979, Brown & Root had expanded to 80,000 employees and Hal
liburton had another 100,000.

However, at the end of the 1970s, a lingering recession and the weaken
ing of the oil market caused much trauma to both companies. Revenues 
plummeted and both trimmed their payrolls. During this period, the two 
companies consolidated into a more centralized business unit and brought 
their two decades-old merger to actual fruition. In 198O, as part of its di
versification and niche marketing efforts, the company formed the Brown 
&: Root Services subsidiary to focus on government operations and support 
work.

By 1990, the joint company was back on its feet and operated through 
over 100 subsidiaries around the world. As it had earlier in the firm’s his
tory, war played a role in rejuvenating revenue. Following the Persian Gulf 
conflict, Halliburton crews were hired to help bring 320 burning oil wells 
under control, and Brown & Root was selected to assess and repair all the 
damaged public buildings in Kuwait.

It was soon afterwards that Brown & Root Services made its critical ex
pansion into the military services market. In 1992, it won a contract from 
the U.S. Army’s LOGCAP (Logistics Civil Augmentation Program) to work 
with the military in planning the logistical side of contingency operations. 
It wras the first time the U.S. military had ever contracted such global plan
ning to a private organization.

Over the next decade, Halliburton expanded operations and also reor
ganized the entire company, merging all its administrative structures. In 
1995, former U.S. Secretary o f Defense Dick Cheney joined Halliburton as 
its President and Chief Executive Officer (CEO). In 1996, despite the weak 
oil market, the firm experienced its best financial performance in more than 
a decade. In part, this success was owed to BRS’s lucrative military contracts, 
which brought in almost a billion dollars in added revenue.

By the end of 2001, Halliburton had a market capitalization o f almost S 2 1 
billion, with almost 80 percent owned by institutional holders/’ The Engi
neering and Construction Group (also known as Kcllog, Brown, & Root, or 
KBR), under which the military support operations of BRS fall, comprised
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roughly 40 percent of this total revenue. In addition to government work, 
this group offers a wide variety of services to several markets, including the 
refining, chemicals, and manufacturing industries. The traditional internal 
management structure of BRS contrasts with the more military-style chain 
of command in other PMF sectors.

BRS’s corporate report does not reveal exactly how much of its annual 
work is militarv-rclated, but, by subtracting out the amounts given for oil and 
gas industry customers, one can assume that it is roughly $ 1 .7  billion in 
yearly revenue ( 1 / 3  o f the $5 billion). Of significance, this segment grew at 
the same time that oil services contracts were in decline due to weakened oil 
prices, and the rest o f the firm’s competitors were suffering. In the three 
years after Brown & Root began its large-scale support operations in the 
Balkans, its stock grew at a 20 percent greater rate than an index of compa
rable companies in the oil service industry.1’ The company directly credited 
the increase in military support contracts with partially offsetting these lower 
revenues. By the end of the decade, the growing logistics support business 
had made Halliburton the nation’s fifth-largest military contractor.7

The variety of operations undertaken by BRS is quite astounding. In ad
dition to the military support operations, it has done everything from per
forming the security surveys and upgrades o f 150 U.S. embassies after the 
Kenya and Tanzania bombings to building a Formula One car racing sta
dium in Melbourne that was named the world’s best racetrack. BRS was also 
project manager for a number o f facilities at the Sydney 2000 Olympics, in
cluding the athletes’ village and Stadium Australia.

In sum, Brown 8c Root evolved from a small road paving firm into one of 
the world's largest service providers for facilities, infrastructure, commu
nities, and installations. BRS’s market niche is in offering government and 
private sector clients the lure of better, faster, and more cost-efficient capa
bilities in secondary support areas, which then allow the customer to focus 
on their own distinctive competencies.

Business and Politics: The Candidates from Brown Root
A constant in Brown 8c Root’s success has been strong links to the politi

cal world. In fact, it was one of the firm’s earliest contracts that saved both 
it and the career o f future President Lyndon Johnson. The firm began work 
on the Mansfield Dam in 1937 at the height of the Great Depression. A ma
jo r problem was that Congress had not yet approved the $ 10  million project 
and the government did not yet actually own the land on which the dam was 
being built. However, the firm began work, banking on the gamble that it 
could influence the new Texas representative to get the dam project appro
priations approved. Johnson was paid off (much o f it, by his own later ad
mission, in cash) and he was able to deliver federal approval and funding 
for the project. The Mansfield bet succeeded and secured the future of the
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company. It also connected the junior congressman to corporate donors 
who would prove critical to his own political future. The firm’s support for 
the young congressman was an essential element to his advance through the 
political ranks, next bankrolling his Senate run.8 As I.BJ biographer Ronnie 
Dugger states, “Brown & Root got rich, and Johnson got power and riches.”9

Brown & Root’s political ties came under public scrutiny more recently, 
after former U.S. Secretary o f Defense Dick Cheney was named Hallibur
ton’s CTO in 1 995. Cheney made a deliberate effort not to participate in its 
subsidiary BRS’s growing contracts with the U.S. military, to diminish the ap
pearance of any undue influence because of his prior position. This in
cluded refusing several imitations from the U.S. Army to visit the Balkans 
contract zones.10 However, Cheney’s history certainly benefited the firm. At 
the very least, it provided government officials a greater measure o f confi
dence in the company than would have been otherwise. In the five years be
fore Cheney joined the firm, it received $ 10 0  million in government credit 
guarantees. During Cheney’s term, this figure jumped to S t .5 billion. As 
Bob Feebler, Halliburton’s vice president, notes, “Clearly Dick gave Hal
liburton some advantages. There’s a lot o f respect for Dick Cheney, both in 
the U.S. and around the world. From that perspective, doors would open.” 1 1

In summer 2000, Cheney resigned from the firm, when he was named to 
the George W. Bush presidential ticket. Many took note o f the fact that the 
company’s board of directors voted him a lucrative retirement package 
worth more than $33.7 million.12 While on the campaign trail, he criticized 
the Clinton administration for overcommitting U.S. troops in the Balkans. 
The irony is that it was this very same surge in U.S. troop deployments, and 
the Pentagon’s growing reliance on private companies such as Halliburton 
to support them, that led to the company’s strong financial position for 
which he was duly rewarded.

Contingency Contracting: Unknown Costs, Known Profits
A particularly interesting aspect o f Brown & Root’s military support oper

ations has been the contractual set-up devised to enable them. Technically, 
the type of contract is termed a “cost-reimbursement, indefinite-delivery/  
indefinite-quantity contract.” 13 Essentially, in a cost-type contract the firm is 
guaranteed the remittance of the costs that it sustains in its operations. On 
top of this, an incentive fee is then awarded, which determines its profit 
level. Usually, 1 percent profit is guaranteed, but the amount could go up 
to 9 percent, based on performance evaluations. This type of contract is 
used when uncertainty exists over the size, length, and location of a poten
tial military operation. Because of this, the government client cannot spec
ify in advance the exact quantity of services that the firm will need to provide. 
To lock in the firm’s future services, the client makes prior guarantees of 
minimal payment levels.14



T H K  M I L I T A R Y  S U P P O R T  FI RM  14  1

The rationale in choosing a cost-type contract for buying military logisti
cal support is that it provides the flexibility necessary- to support operations 
where mission requirements may change frequently. For example, the Pen
tagon’s original estimate o f the number of troops that BRS would need to 
support in Bosnia was off by over 5,000. In addition, contracts are typically 
structured so that they can be used to support other operations in the re
gion that may later be necessary. This aspect turned out to be quite useful 
in 1999. Brown & Root’s services in Bosnia had to be rapidly expanded to 
support the new military operations related to the war in Kosovo.

One limitation of a cost-type contract, however, is that it requires a self- 
sufficient company with a global presence. The firm must be able to respond 
immediately to an undefined requirement, with minimal assistance from the 
client government in executing the contractual provisions. The firm must 
also be able to develop its own line of communications and supply, in that 
the military’s lift capacities will be consumed in moving its own forces. Fi
nally, the firm must have the financial capacity to operate on this large scale 
for up to Oo days without reimbursement, given the time required to set up 
complex financial systems to pay for the services. For each of these aspects, 
BRS’s links to a larger corporate holding proved critical. For example, in 
supporting U.S. forces in Afghanistan, Halliburton’s prior business in (Cen
tral Asia helped BRS quickly solve difficult logistical situations and dealings 
with local officials.13

The Downside
In general, Brown & Root Services has been able to fulfill these contracts 

successfully. As Joan Kibler, spokesperson for the .Army Corps o f Engineers 
unit overseeing the firm’s Balkans support contract, noted, “Their ratings 
generally have been very good to excellent.” 16 American troops interviewed 
also have a generally positive reaction to the firm’s performance in the 
field.17

However, not everything has gone smoothly for the firm in recent years. 
As explored further in chapter 1 1 ,  problems occurred with escalating costs 
in the Balkans contact, which prompted a review by the General Account
ing Office, the investigative arm of Congress. Perhaps as a function of the 
type of contract, the firm was accused of overstaffing and overcharging the 
U.S. Army on the costs; this predicament was exacerbated because the Army 
expanded its operations rapidly and at the outset did not monitor the com
pany properly.18 In addition, former employees have reported the firm to 
the U.S. Equal Employment Opportunity Commission, claiming discrimi
nation and sexual harassment. A particular accusation was that the firm mal
treated foreign employees. This including having segregated restrooms in 
the offices that staffed the Balkans support contract and posting security 
guards to keep foreign employees out o f “American”-only restrooms.19 Such
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alleged treatment o f foreign employees even culminated with one ex
employee (who had been fired one month before he would have reached 
his retirement benefits) launching a computer virus on the firm and caus
ing almost $200,000 worth of damage.20 Another BRS whistleblower alleged 
that the firm fraudulently inflated costs on over 224 projects, and these al
legations that resulted in a U.S. Justice Department lawsuit.21 Outside the 
military support sector, Halliburton, also at the center of the asbestos in
dustry, has been sued by over 237,300 separate claimants.22 In the wake of 
the corporate financial scandals of the firms Enron and WorldCom, Hal
liburton has also come under investigation by the Securities and Exchange 
Commission for potential accounting fraud during Cheney’s tenure.23

Considering its close political ties, a surprising issue with Halliburton and 
its Brown & Root holding has been concerns with contravention of U.S. for
eign policy goals. A number of the firm’s subsidiaries are based outside the 
United States and operate in countries that have not always been American 
allies, including Angola, Libya, and Algeria, in some cases, in violation of 
U.S. government sanctions. For example, in 1995, Brown & Root was fined 
$3.8 million for re-exporting U.S. goods through a foreign subsidiary to 
Mu’ammar Gadhafi’s “rogue regime” in Libya.24 In Angola, the firm played 
a role in bankrolling the government’s war efforts and may have been linked 
to illicit arms sales.2;

The conclusion that can be drawn from these episodes is that although 
the firm’s mission is certainly not to oppose the goals of American foreign 
policy, sometimes concerns for the corporate bottom-line have led to make 
business decisions that are not always so clear-cut in a political sense.

H IS T O R Y  O F M A JO R  O P E R A T IO N S

Brown & Root’s first military outsourcing contract came in 1992, when 
the DoD paid the firm $3.9 million to produce a classified report detailing 
how private companies— such as itself—could help provide logistics for U.S. 
troops deployed into potential war zones around the world. The initial con
tract called for a firm to produce a worldwide management plan for com
mercially provided logistical support o f military operations. Thirty-seven 
total companies solicited for the initial contract, but BRS beat them out.20 
In order to plan for such a major undertaking, Brow'n & Root’s history and 
unique expertise proved critical. Specifically, the company drew on its ex
perience supporting large, remote oil field operations to win the contract.

The original worldwide concept required BRS to outline how a private 
company could provide immediate support to troops deployed in areas with
out either host support or preexisting U.S. bases (that is, transitional situa
tions unlike what U.S. forces had enjoyed in basing during the Cold War). 
The initial requirement was that a firm be prepared to enable the deploy
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ment of 20,000 troops deployed in five base camps over 180 days, with the 
troop numbers expanding up to 50,000 beyond that.

loiter in 1992, the Pentagon gave the BRS an additional $5 million to up
date its report for more specific contingencies.'-7 That same year, the company 
won a five-year contract from the U.S. Army Corps of Engineers to implement 
the plans it had devised. Just a few months later, in December 1992, firm ex
ecutives were surprised when they were called so soon to implement their 
plans. With the humanitarian crisis brewing in Somalia, they were asked to 
support the upcoming Operation Restore Hope. Brown & Root employees ar
rived in Mogadishu just 24 hours after the first U.S. troops and stayed until 
the final withdrawal in March 1995, when its employees left with the last U.S. 
Marines.28 While in Somalia, the firm provided a variety of services to the de
ployed forces, from maintaining force transportation and supply lines to feed
ing the troops. The firm even hired local women to hand clean U.S. Army 
laundry (because it was cheaper than bringing in washing machines) and im
ported a mortician to clean up the bodies of killed UN peacekeepers, before 
shipping them out of the country.29 For an extended period, BRS was the 
largest employer in Somalia, with some 2,500 local employees.

The firm followed the Somali operation in 1994 with small-scale deploy
ments in support of U.S. troops in Rwanda (Operation Support Hope, aid
ing Rwandan refugees), Haiti (Operation Uphold Democracy, to pressure 
Haiti’s transition to a civilian government) and Kuwait (Operation Vigilant 
Warrior, in response to Iraqi buildup along the Kuwaiti border). In each 
case, BRS provided increasing amounts of logistics support. These grew in 
scale over the operations’ duration, particularly as greater numbers of U.S. 
troops withdrew and the firm took on more operational functions.

The Balkans Business Bonanza
Similar to the experience of MPRI, a major boost to BRS came from the 

crisis in former Yugoslavia. Brown and Root’s initial business exposure to the 
Balkans war came in early 1995, when it deployed in support o f Operation 
Deny Flight, under which U.S. planes patrolled the no-fly zone over Bosnia. 
BRS provided support services to the U.S. troops operating out of Aviano air 
base in Italy, with the contract amount running to Sfi.3 million.30

The biggest contract in the sector’s history came later in 1995, when over 
20,000 U.S. soldiers deployed to the region as part of the NATO IFOR 
peacekeeping mission. The U.S. Army paid Brown & Root $546 million to 
provide logistical support for the mission. Although the contract was origi
nally designed just for U.S. troops, shortfalls among the allied militaries that 
deployed into the United States-lecl sector meant that BRS often provided 
similar support to other IFOR nations’ forces. BRS’s operations took place 
in Bosnia, as well as Croatia and Hungary, where other U.S. forces were de
ployed.31
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Although the original Balkans Support Contract was held under the 
LOGCAP program, in 1997, BRS lost the general contract renewal compe
tition to Dyncorp. However, to allow smooth continuation of operations, the 
Balkans region was cut out from LOGCAP and Brown & Root received a sole- 
source contract worth S405 million to continue providing military support 
services in Bosnia. In 1999, the firm beat out one other bidder for a five-year 
renewal of this contract, originally estimated to bring the company $ 180 mil
lion a year.32

However, yet again, the winds o f war would benefit BRS’s bottom line. Just 
a few months later, war in Kosovo broke out and the company’s services were 
once more necessary. As the NATO air operations began, BRS employees 
operated right outside Kosovo’s lxrders, providing logistics support to U.S. 
troops that deployed to Albania and Macedonia and also building and op
erating camps for the hundreds of thousands of Kosovar Albanian refugees 
that had been driven out o f province.

Traditional aid groups, such as the Red Cross and other nongovernment 
organizations, were completely unprepared for the mass exodus that oc
curred in Kosovo and the potential humanitarian disaster that loomed if 
these refugees could not be fed and housed immediately. Lacking the quick 
deployment, construction, and supply capabilities to do it themselves, the 
aid community turned to NATO for assistance to build and maintain the 
massive camps needed to support the refugee population. The military, in 
turn, contracted the job  out to BRS. Interestingly, NATO spokesmen would

Table 9.1
Military Logistics Roles Taken by BRS in Kosovo
•  Engineering
•  Construction
• Base camp operations and maintenance
•  Structure maintenance
•  Transportation services
•  Road repair and vehicle maintenance
•  Equipment maintenance
•  Cargo handling and railhead operation
•  Water production and distribution
• Food services
•  Laundry operations
•  Power generation
•  Refueling
•  Hazardous materials and environmental services
•  Staging and onward-movement operations
•  Fire fighting
• Mail delivery
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take credit for the good publicity that this last aspect of the operation gen
erated, but it was actually the private company that was central to these hu
manitarian efforts.

After the war ended in June 1999, U.S. troops deployed into Kosovo, as 
part o f the NATO’s KFOR peacekeeping force. The U.S. units made up 
roughly a fifth of the overall force and came to depend on BRS engineering 
and logistics support. The original contract ballooned from the $ 18 0  mil
lion a year estimated for just the Bosnia operation. In fact, the costs for 1999 
alone reached almost $ 1 billion, and ate up the entire original five-year es
timated contract amount. Much o f the expense went for the intense build
up of support operations in Kosovo and its neighbors, with the remainder 
toward the continued sustainment of U.S. troops elsewhere in the region.33

The scope of and size of the ongoing BRS operation in Kosovo is stag
gering. In essence, the firm has built and now manages two large military 
bases, each roughly the size of a small town. Adding to the difficulty, these 
two bases were constructed from scratch, in the span o f a few months, in the 
middle of open wheat fields. .As an example of the difficulties, the larger of 
the two, Camp Bondsteel, accommodates 5,000 troops and required the cre
ation of an infrastructure o f roads, sewage, and power, both housing and 
work buildings, helicopter airfields, a detention center, and a variety o f force 
protection measures, from guard towers to perimeter defenses.

In the first three months of BRS’s deployment inside Kosovo, the firm 
built 192 barracks, which housed over 7,000 troops, thirteen helipads, two 
aviation-maintenance facilities, twelve mess-kitchen dining facilities, two 
large base dining facilities, and 37 temporary bathing facilities. At the same 
time as this intensive construction effort, the firm also supplied U.S. forces 
with the whole range of necessary logistics services, including delivering 
1 ,13 4 ,18 2  high-quality meals, 55,544,000 gallons of water, and 383,071 gal
lons of diesel fuel. The contractor also serviced 671 latrines a total of 3 1,0 37  
times, collected 89,228 cubic meters of trash, and loaded and offloaded 
4,229 containers.34

These numbers represent a snapshot of some of the services provided by 
Brown & Root, but the list by no means captures the full extent of the firm's 
support to the military. In effect, the firm was the U.S. force’s supply and en
gineering corps wrapped into one corporate element. BRS provided U.S. 
forces in the Balkans with 100 percent of their food, too percent of the 
maintenance for tactical and nontactical vehicles, too percent of hazardous 
material handling, 90 percent o f water provision, 80 percent of fuel provi
sion, and 75 percent o f the construction and heavy equipment transfers.31’

Although BRS did not perform right on the battlefield as is typical o f a 
military provider firm, or advise the force as is typical of an advisory firm, it 
is not an exaggeration to say that its services were critical to the U.S. Army’s 
mission in Kosovo. The entire lifecycle of the operation, from the troops be-
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mg able to eat and sleep, to the smooth operation of their weapons systems 
and vehicles, were all guaranteed through private provision.

The accomplishment of Brown & Root in providing superior, rapid lo
gistics and rnginrering services has clearly established a template for future 
military interventions. A critical aspect of privatizing these support functions 
is that aside from the potential financial cost benefits, it also has other added 
benefits. The firm’s hire reduced the size o f U.S. troop commitments by an 
estimated 8,900 troops and thus made the Balkan deployments more polit
ically palatable.3*’ The firm’s support tasks also freed military personnel al
ready on the ground for other duties more central to the mission’s mandate.

T H E  F U T U R E  O F B R S: P L A N N IN G  F O R  A L L  C O N T IN G E N C IE S

Despite its successes in the Balkans, Brown & Root’s future role in the mili
tary support sector took a heavy hit in 1997, when, as noted previously, it lost 
its v aluable monopoly on the U.S. military contingency contracting business. 
Until this point, BRS had enjoyed a near monopoly, but Reston, Virginia- 
based rival DynCorp was able to beat it out and won the new five-year LOG- 
CAP global logistics support contract for the Army. The exact reason for 
BRS’s loss is not public, but rumor is that in attempting to add profits, BRS 
had not provided as competitive bid as it could and Dyncorp was able to un
derbid through extensive use of subcontractors.37

However, as noted earlier, the Balkans support contract was cut out of the 
overall LOGGAP, allowing BRS to retain the most valuable segment of the 
program on a sole-source basis. The stated rationale for keeping BRS was be
cause the firm already knew how to operate within these areas, had demon
strated past ability to support the operations, and that changing contractors 
in mid-mission would not only have been disruptive, but also generated ad
ditional costs, such as personnel duplication during the transfer.3S With the 
Balkins contract in place until May 2004, current estimates of its value are 
roughly $ 1.2  billion.

In 2001, however, BRS recovered and won back the LOGGAP franchise 
in the next contract round, re-bolstering the firm’s revenue flow. In the wake 
of the September 1 1  terrorist attacks, this proved lucrative once more. The 
firm was in place to handle much of U.S. logistics and base construction in 
Central Asia during the ongoing Operation Enduring Freedom. They also 
helped build the detention camp in Cuba.39 The likely contract value of 
these operations is in the hundreds of millions. As Newsday writes, “The com
pany and its parent, Halliburton, rack in the big bucks . . .  in Afghanistan, 
Uzbekistan, Guantanamo, and just about everywhere else the war on ter
rorism is being waged.” ,0

However, although a great deal of money has been made in providing 
support to these contingency operations, their overall future is not certain.
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Two tensions are at play that will determine BRS’s future growth. On one 
hand, the U.S. military  is arguably overextended and under resourced.41 
Thus, whenever the U.S. military operationally deploys, previous cutback in 
logistics and engineering branches dictate that the force will require the sup
port of military support firms such as Brown & Root.

On the other hand, these same factors make the business itself depen
dent on political winds. As a spokesman for the Army noted of BRS, “The 
[Clinton] administration helped set the course for them to build the busi
ness. Five years ago there was no Bosnia or Kosovo.”42 However, the new 
Bush-Cheney administration has argued against the over commitment of 
U.S. forces and cited the need to reduce U.S. forces levels in the Balkans. 
This could decline the value of the current contract the firm has for the re
gion. The firm is also less likely to see that first flush of the nineties again, 
particularly with the entrance of new global competitors in the field, such 
as Dyncorp and Canada’s AT Frontec.

Profiling through Diversification
Brown & Root appears to be quite aware of the pitfalls in relying on con

tingency contracting. It has responded to market uncertainties by following 
a basic precept of good business— diversification.

In the next few years, the firm plans to spread its market presence both 
laterally and vertically. Although it began by having the U.S. Army as its only 
military logistics client, BRS has begun to expand the range of contracts it 
provides to the U.S. government. In June 2000, the company won a world- 
wade support contract for the U.S. Navy that will bring in at least $300 mil
lion. It has also has begun targeting non-Defense Department agencies, 
wanning a $ u x )  million contract to improve security at U.S. embassies and 
a S40 million contract to maintain labs at the National Institutes of Health.4:5 
The firm’s assessment is that the support sector will continue to accelerate 
in growth, with U.S. government outsourcing expenditures in its sector ex
pected to reach up to tens of billions of dollars over the next decade.14

At the same time, BRS sees opportunities for diversifying and expanding 
its customer base beyond the United States. It has begun by providing simi
lar military support services for NATO states and other close U.S. allies. A 
recent example is a contract to operate the Valley base for the Royal Air 
Force (RAF) in North Wales, where the British train RAF fighter pilots. 
BRS handles aircraft maintenance, armament support, avionics support, 
and overall facilities management. Other international contracts include 
running military dockyards for the Royal Navy and providing communica
tions support to Australian defense forces. The experience in building and 
operating the refugee camps in Kosovo illustrates that humanitarian groups 
may yet be another client base to tap. There is also a further possibility of lo
gistical contracting for multilateral peacekeeping operations. Its competitor
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Dyncorp lias already provided such support services to a number o f UK mis
sions.

This international diversification means, however, that the firm has be
gun to work for some surprising clients. In October 2000, the Russian Navy 
contracted a subsidiary o f the firm for retrieval operations on the lost Kursk 
nuclear submarine. The contract amount was estimated to be in the range 
of $t) million and is one of the first examples of the Russians turning to the 
privatized military industry to bolster their severe force shortfalls.l; In No
vember 2000, the firm also joined a $283 million project with the U.S. De
fense Threat Reduction Agency to assist the Russian government with the 
dismantling of intercontinental ballistic missiles (ICBMs) under the provi
sions of the Strategic Arms Reduction Treaty (START). Although obviously 
focused on arms controls, it still was notable for being one of the first forays 
of the industry into the nuclear weapons field.

The final results o f this diversification program will not be known for some 
time, but the prospects look solid. Although volatility o f oil prices may chal
lenge energy services revenue on occasion, the development of the military 
logistical support business by BRS provides a steady, and thus highly valuable, 
growth factor to Halliburton. This synergy between the military and nonmil
itary sectors allows the overall company to remain profitable, even in an en
vironment that is suboptimal for some aspects of their business.
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10 Contractual Dilemmas

If you try to combine a Soldier and a Merchant in one person, you will 
labour in vain.

—Admiral Cornelius Metclieff, 1608

Whenever we contract out a service, whether to a plumber or a 
lawyer, we typically have all sorts of concerns: Will the job be 
done properly and to our specifications? How can we monitor 
it to even tell? Are we being overbilled?

With PMFs, several intriguing predicaments compound this basic con
tractual process. The private military industry involves an unusual synthesis 
of economic motivations and political and military exigencies. One diffi
culty for PMF clients, that is, those contracting for services, is that the ser
vices they are contracting for not only are important, but often are crucial 
to their security. At the same lime, they need to preserve a competitive mar
ket whose efficiency led them to outsource in the first place. Another gen
uine concern of all clients, even the most powerful state, is whether a private 
agent that fails in its contracting obligations can be readily replaced.

The result is that the privatized military- industry introduces very real con
tractual dilemmas into the realm of international security. The overall issues 
of these contractual dilemmas come down to divided loy alties and goals. In 
any type of contracting, a “principal" (the actor paying for the serv ice) com
missions an “agent” (the one doing the job) to act on its behalf. But these 
two parties interests will never exactly coincide. Moreover, neither has com
plete information about the other’s exact goals or behavior.

Thus, the complexities o f the agency relationship consist o f the princi
pal’s reliance on an agent with its own agenda.1 With PMFs, clear tensions 
always exist between the security goals of clients and the firms’ desire for 
profit maximization. For gov ernments, the public good and the good of the 
private companies are not identical. Firms may claim that they only act in 
their client’s best interest and that their staff, (in some cases primarily re
tired military officials), are highly trustworthy. But the locus of judgments 
about military action has changed, as well has the underly ing motives. Here 
the agent enacts decisions critical to the security o f the principal. Moreover,
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this agent is driven neither by goodwill nor honor, but rather by protit. Fi
nally, all business takes place in the context of war or incipient war. That is, 
the PMF contracts are written for the most complex environment possible. 
War is a realm which military thinkers such as Carl von Clausewitz could only 
describe as a series o f unique situations limited by numerous ambiguities.'-

IN C O M P L E T E  IN F O R M A T IO N  A N D  M O N IT O R IN G  D IF F IC U L T IE S

When a principal contracts for services to an agent, the challenge of what is 
known as “incomplete information” always exists. Now being one step dis
connected, the principal (or client) is longer exactly sure what is going on 
and often has to rely on information from the agent. In fact, one of the key 
lessons from general privatization is the importance of sophisticated mech
anisms o f monitoring and oversight to get around this problem. Indepen
dent mechanisms have been found necessary to protect the principal/ 
client’s interests and ability to make informed decisions on its own. without 
the agent’s influence.3 Other important requirements include clear and ver
ifiable standards o f performance: appropriate payment provisions with safe
guards; an escape clause with unambiguous terms and conditions; and, 
where appropriate, performance incentives that both reinforce a job  well 
done and penalize poor execution.1

The reality, however, is that contracts with the private military industry 
rarely meet these standards.

Monitoring Challenges
Impediments to successful monitoring of PMF contracts are many. It be

gins with the structure of the market. Contracts with PMFs do not have the 
usual control mechanism of the free marketplace (as envisioned by classical 
economists)— that of instant supply and demand. Instead, contracting in 
the privatized military industry is similar to contracting with what are known 
as “concentrated” or “entrenched” industries/’ Not only is the competition 
fragmented, but the sanctions that a principal can apply to an errant agent 
are also limited. Given the current specialization in the market and self- 
imposed limits on the principals they may contract with (for example, secu
rity considerations normally require that U.S. military contracts be awarded 
to U.S.-based firms), clients may find a lack of suitable firms to maintain a 
truly competitive market.6 This limited competition is also exacerbated 
when contract bids are “wired,” that is, the contract winner has been pre
determined. This has reputedly happened with certain politically connected 
firms, such as with MPRI’s gain of the “Train and Equip” contract or Dyn- 
corp’s frequent U.S. State Department contracts. Such arrangements forget 
that the efficiency of privatization comes from greater competition, rather 
than simply that it is private.7
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As a response, industry opponents and proponents alike cite the need for 
proper monitoring by public authorities.8 However, full-time contract mon
itors not onlv raise contract costs, but also blur the chain of command and 
diffuse responsibility. Not only does this strip away the original advantages 
o f going private, it is also inconsistent. For proponents o f PMFs to lack trust 
in public institutions's ability to perform the missions, but then put faith in 
these same institutions’s ability to oversee them is paradoxical, to say the 
least.9

Many instances of PMF contracts involve minimal oversight and/or clear 
requirements. The basic problem is that even in the best militaries, little to 
no doctrine is available on how to manage contractor resources and effec
tively integrate them. For example, the U.S. Army’s logistics outsourcing in 
the Balkans had no focal point in its command structure either to review 
contractor performance or to access options for alternatives. Nor were es
tablished methods of systematic evaluation available, rather, reviews and 
oversight were accomplished on the fly.10 As a result o f this lack of planning, 
follow-up analysis found that local military commanders often did not think 
in terms o f the cost ramifications of their decisions, driving up the price 
overruns.11 These problems continued in later operations in Central Asia.

Likewise, contract terms with PMFs are often unspecific, lacking outside 
standards of achievement and established measures of effectiveness. This 
leaves the principal/client at the mercy of the agent to tell him how well the 
contract is going and what should be done next. In the case of the “Train 
and Equip” program in Bosnia, it is believed that the military consultant firm 
used its position of trusted expertise continuously to identify- additional con
tract needs for the client. In effect, it pushed the goalposts back as the game 
progressed, to help it gain more contracts.12

Beyond these structural issues, the monitoring of PMF contracts is par
ticularly difficult. They take place in the fog o f war— a highly complex and 
uncertain environment. Moreover, the firms are not open to public scru
tiny, and are often based elsewhere. An added complication is that in many 
cases, the actual consumer of PMF services may be different than the prin
cipal/employer. One example is the practice whereby states subcontract 
PMFs to supply military personnel and services to international organiza
tions on their behalf. .As a result, the usual relationship between buyer and 
seller, with mutually dependent interactions, no longer holds; the party ac
tually paying for the service is not the recipient and does not see the actual 
delivery. Thus, the service agent/supplier may give less to the actual con
sumers than what was paid for.1-5 PMFs, for instance, often lower their own 
staffing formulas whenever the opportunity allows. An example is when 
DynCorp’s reportedly shortchanged the U.S. government by supplying un
suitable (overage and overweight) police on its behalf to UN peacekeeping 
operations in Kosovo.14
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Another monitoring challenge involves the personnel typically managing 
contracts. A government or business client rarely provides training on how 
to monitor and, given the low priority o f the positions, rarely assigns its best 
people to monitor contracts.1: For example, the General Accounting Office 
(GAO) reported that effective oversight o f the U.S. military’s Balkans logis
tics contract, which ran over the original costs by hundreds of millions of 
dollars, was hindered by the fact that oversight personnel had not been 
trained sufficiently. In fact, the original lead contracting officer was an ar
tillery officer with no contracting background.10 Moreover, frequent per
sonnel rotations on the client’s military side mean that, even if monitoring 
officers built up experience and knowledge o f working with PMFs, they soon 
leave, precluding any continuity except on the firm’s side.

This “revolving door” syndrome also risks strict, unbiased supervision. In 
a number o f instances, officials in agencies that monitor the industry have 
ended up working for the very companies they dealt with in their public ca
pacity. As noted earlier, many PMF executives also maintain intimate rela
tions with former colleagues still inside the military, including those they 
once commanded.17 In addition, the reputations that retired officers built 
while in public service may cause government officials, as well as members 
of the legislature, to give undue credence to their lobbying efforts.18 This is 
not to cast doubt on the general patriotism of PMF industry- personnel, but 
to recognize the new responsibilities that they encounter in the private sec
tor. The potential for conflicts of interest is inherent, particularly when mak
ing recommendations or influencing policy that may result in additional 
contracts from which their firm will benefit.

Many PMF executives honestly feel that they are free from such influence 
of profit concerns and that even in their private capacity they are acting in 
national interest. But as one analyst writes, “the danger in this lies in the in
creasingly complex nature o f defining what is a country ’s national inter
est.” 19 Many firms operate in gray areas where the national interest is not 
clear and thus more easily contorted to private advantage, even uncon
sciously. Private employees have distinctly different motivations, responsi
bilities, and loyalties than those in the public military. No matter their 
background, while in a private company, employees are directly responsible 
to the corporation and its executives; they are hired, fired, promoted, de
moted, rewarded, and disciplined by the management of their private com
pany, not by government officials or the public.20

The result is that blind trust is no substitute for proper monitoring mech
anisms. The dilemma with PMFs is that good oversight is quite difficult to 
arrange, even in the best of circumstances.

Projjensily Toward Profit
Although difficult to arrange, good monitoring is still necessary. The fun

damental goal o f corporations is the maximization of profit. Given their
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interest in this bottom line, firms will be tempted by any leeway to increase 
profits at their client’s expense. Although they often claim that they only 
seek “satisfactory" profit levels, the definition of that still lies in the hands of 
the PMF’s management.

The profit-seeking of PMFs affects the final output of military services 
from PMFs, in a way quite different than with public forces. The financial 
limitations of the contract will shape the nature o f their activities, with costs 
dictating methods and techniques more directly than with a traditional pub
lic force military. For example, firms might limit expenditure on the more 
effective solution to ensure their profit margins, whereas public military bu
reaucrats tend to choose the bigger solution, no matter the cost.

A central concern is cheating or intentional overcharging. Any type o f or
ganizational slack leads to random inefficiency, but the privatization of ser
vices leads to direct incentives to distort actual costs.21 That these services 
lie in the realm of national security is no protection. Private businesses have 
cheated public agents during war extending back to the Philadelphia mer
chants who swindled the Revolutionary Army while it starved at Valley 
Forge. The privatized military industry simply represents a new manifesta
tion. Now, the cheating is also an opportunity on the senices side, instead 
of overcharging for goods. The difference with privatized services is that 
client losses recur over the life of a contract, as opposed to one-time losses 
that occur in the purchase of an overpriced good—you pay for a $500 ham
mer once, you pay for superfluous employees every salary period.

Businesses often make their estimates of how much to charge public 
agents not by their estimate of intrinsic costs, but by how much they believe 
they can get avvav with. This is particularly true for the fixed-cost or rate of 
return contracts that prevail in the defense services world. Traditionally, 
companies succeed in the marketplace by lowering costs and improving per
formance. These efficiency gains are passed on to consumers as lower prices. 
In the fixed-costs scenario, however, companies typically have the opposite 
incentive: the firms’ overall profits increase whenever their costs increase.22

I .ess than perfect competition in the market for military- services makes 
this problem even more severe. Moreover, many contracts are relatively 
long-term, including lifetime support contracts for certain highly technical 
weapons systems. These contracts create an essential monopoly once signed, 
even if competitively bid. This can distort the original bidding, as firms have 
an incentive to low-ball initial bids, knowing they can negotiate add-ons later. 
Once a project is underway, many pressures for costs to increase mount, with 
few counter-pressures to lower costs.2-' Similarly, firms use previous contracts 
to stake a claim of unique expertise. This then lays the groundwork for fol
low-up, “sole-source” contracts that other firms are unable to bid for.

In economic terms, the result is what is known by economists as “ex-post 
rent extraction."2'1 Once they have the contract in hand, an array o f incen
tives exist for firms to overbill their clients. When the payment amount is de-
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terminecl by length of time, then it is likely the firm will bill up to the max
imum allowable period. Likewise, if the billing amount is set by number of 
personnel required, the firm will likely hire as many billable employees as 
possible or pad their numbers with ‘shadow’ employees.

Typically, a PMF sets the level o f services and the number of employees 
required on the basis o f its own business practices. Clients tend to accept the 
firm’s judgment, trusting the expert. When the level o f services provided is 
actually questioned in depth, however, significant cost overruns often be
come apparent. For example, in lyqi), the U.S. Army attempted to privatize 
certain military base services in Bosnia to BRS. Without even consulting the 
local base commander, the firm determined that it would bill 1 16 person
nel for the contract; on examination, however, the Army determined that 
just 60 personnel were actually needed. Similarly, in May 2000, the com
mander o f the U.S. Army brigade in Bosnia surveyed private operations in 
his area of responsibility. His findings were that 85 percent of BRS work crews 
had excessive crew size and 40 percent were not engaged in work at all.2-’

In trying to reach these higher personnel numbers, the firms are often 
also alleged to provide employees who do not meet the contract specifica
tions, focusing on what can be billed for rather the actual skills required. For 
example, the employee responsible for teaching one firm’s military com
mand and general staff course had never graduated from a command and

O  O

general staff college himself. Other industry interviewees cited instructors
O  O

with no combat experience, including one who listed four years of ROTC 
education as military experience.2( In other cases, managers in two differ
ent firms reputedly used their positions to hire their (unqualified) love in
terests as office staff, all at the client’s cost.27

DvnCorp’s contract with the U.S. military for aviation support is an egre
gious example of such cutting corners with staffing. Among the personnel 
that the firm reportedly assigned to the maintenance of U.S. combat aircraft 
were employees whose only previous work experience was as waitresses, se
curity guards, cooks, and cashiers. As one DynCorp mechanic working on 
the contract writes, "We have people who are working on aircraft with ab
solutely no aviation experience nor ground-equipment skills. Would you 
rather fly in a helicopter maintained by a waitress or an experienced avia
tion technician? . . .  The management here is looking at the bottom line, 
and they surely do not seem to care what kind of person works on the heli
copters. I guess that makes good business sense, but to me not at the cost of 
our servicemen and women.”28 DynCorp employees report that the number 
of aircraft that have crashed as a result o f faulty maintenance and not en
emy action, may be traced back to the fact that they were worked on by such 
unqualified, private firm personnel.29

These problems have parallels with normal contracting situations and, 
likewise, no principal/client’s raw power can shield it from the risks associ
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ated with outsourcing. Both strong and weak states alike have experienced 
problems with firms taking advantage o f their positions. In the course of the 
Balkans Support Contract, BRS is alleged to have failed to deliver or severely 
overcharged the U.S. Army on four o f its seven original functional respon
sibilities. On the other end o f client strength, Sandline is reputed to have 
charged above market rates to the tiny country o f Papua New Guinea.30

The simple fact is that it is not clear that outsourcing always saves money, 
either in general industry or specific to military services. In a Dcloitte & 
Touche survey of 1500 chief executives who had outsourced their own cor
porate services, only 3 1 percent believed that outsourcing had generated 
significant savings and 69 percent were disappointed in the overall out
sourcing results.31 Similarly, a RAND report on the private provision of pro
fessional military education programs in the U.S. found no cost savings.32

In fact, although the U.S. Defense Science Board, an advisory panel that 
has promoted military privatizing (not surprising in that it included indus
try executives), believed that over $6 billion in DoD savings would result 
from the first wave military outsourcing in the early 1990s, the claimed re
sults are as yet unaccounted for. The GAO later reported the figure was over
stated by at least 75 percent. Even lower savings figures are still unsubstantiated 
because o f both poor accounting and contract cost growth.33 The recurring 
pattern is that the military has set a policy o f becoming more businesslike. 
It has not, however, fully examined whether doing so saves money or im
proves operations.31

Why Fight Hard?
Another contractual danger is the risk that firms may not perform their 

missions to the fullest. The principal cannot be present at all times and 
places (otherwise why contract at all?) and must rely on its agent’s good faith 
execution of the contract. Agent incentives sometimes exist, however, both 
to prolong contracts and also not take undue risks, in order to protect their 
corporate assets.35

Given the nature o f the work, the measures o f PMF output are often im
precise, as military success depends on the opponent as well. Failure may be 
due to either enemy action or because of an agent’s inability or unwilling
ness to perform. Even the establishment of clear proxies for measuring both 
contract ef fort and success provide an incomplete picture. An agent may be 
motivated to direct its efforts toward those representative goals rather than 
toward true success.30 For example, a common complaint with PMF land 
mine clearance operations is that they often clear only major roads (both 
easier to clear and also more common measures o f contract success), and 
the risky, but still necessary operations, such as clearing rural footpaths or 
the areas around schools are generally ignored.37

This scenario is most pernicious for a client’s security with firms in the
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provider sector. A P MF that takes advantage of a client in a combat situation 
could end up amplifying or prolonging the conflict, or present other secu
rity risks. This certainly happened with hired forces in the Biafra conflict in 
the 1970s and many suspect it o f the Ethiopia-Eritrea conflict in 19 9 7- 
1999.38 The Ethiopians essentially hired a small but complete air force from 
the Russian firm Sukhoi. Some contend, however, that the hired force failed 
to prosecute the war fully. It was willing to bomb Chilian targets but rarely 
engaged Eritrea’s air force (that was rumored to have hired Russian and 
Ukrainian pilots).39 Concerns about the willingness of hired guns to fire on 
fellow nationals working for the other side have also surfaced in Yemen, 
Congo Brazzaville, and the Democratic Republic of the Congo (Zaire).'10 
Similarly, in the Chechen conflict, the Russian army has had severe problem 
with its contracted units; 30 percent o f contract soldiers have left before ful
filling their contractual obligations. Chechen rebel forces, who should know 
their effectiveness best, as they daily face them in the field of battle, cite con
tract forces as least likely to fight back when attacked and most easily 
bribed.11

An additional worry specific to the PMF industry is that links to other 
commercial entities may influence a firm to undertake actions that may not 
be in their client’s best interest. Such connections mean that war may bei
fought not to end a conflict, but rather to help other private companies. 
EO’s operations in Sierra Leone indicate this problem. A former soldier with 
EO notes, “w hen Freetow n was secured, we were sent to recapture the Kono- 
district so DiamondWorks could start their mining. The right military deci- 
sion would have been to follow the rebels into the jungle. The commercial 
interest negatively influenced the military decisions.’’'12

One of the most damning claims is that certain firms have worked with 
both sides o f a conflict to secure their own commercial position. Lifeguard 
allegedly supplied weaponry to the rebels in Sierra Leone. At the time, the 
firm was employed by several mining companies to safeguard their business 
sites from rebel attacks. The claim was that the firm arranged a quid pro quo 
to allow mining to continue unhindered in the war-torn region. Concur
rently; Lifeguard was an associate o f the firm of Sandline, w hich had been 
employed by the government to rid the country of the rebels.43 Similarly, it 
has been reported that Sky Air Cargo, which provided aerial supply to the 
Sierra Leone government as part o f the Sandline contract, also supplied the 
rebel side with weaponry4'1

M IL IT A R Y  O U T S O U R C I N G  A N D  T H E  LOSS O F  C O N T R O L

The second danger with outsourcing is that the principal/client may be
come too dependent on the private military agent, risking what is known in 
economics as “ex-post holdup.” That is, reliance on a private firm puts an in
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tegral part o f one’s strategic plans at the mercy of a private agent. This agent, 
however, is also affected by potential changes in market costs and incentives.

Moreover, a genuine concern is whether the government can quickly re
place an outsourced service if the company fails in its provision. Often the 
services that clients risk losing from failed military outsourcing are neither 
peripheral, nor so easily withstood. In fact, this concern can result in two 
potential risks to the very safety and security of the principal or client itself:
1) the agent or lirm might abandon the client when it is most needed, or
2) the agent might gain dominance over the principal. The former applies 
to all manners of clients contracting with firms in the provider and support 
sectors, whereas the latter is most likely limited to provider firms and their 
weaker clients. Industry advocates dismiss these risks, noting that firms do
ing so would sully their reputation for future contracts. But one can envis
age instances where short-term costs or payoffs could trump considerations 
of reputation.

The Abandoned Principal: Broken Contracts and Over-reliance on Agents
The first scenario o f an abandoned principal is driven by the fact that 

a firm may have no predilections against suspending a contract if the sit
uation turns too risky, in either financial or real terms. Typically based 
elsewhere, PMFs risk no real punishment if they defect from contractual 
arrangements. It is true that their reputations may suffer, but in a number 
of situations they might choose to take a more rewarding single shot payoff 
or think that they can get away with it.‘,r In game-theory terms, each inter
action with a private actor in the international security market is sui generis, 
that is unique, or constituting a class alone. Exchanges take the form of l-shot 
games, rather than guaranteed repeated plays.

The same potential for untimely exit holds true for an agent or firm’s em
ployees, over whom the client has even less control. Even if a PMF stays true 
to a contract, some o f its employees may leave. The resultant loss is the same 
from the principal or client’s perspective. The employ ees might be replaced, 
but a lag-time in senices may not be anticipated by the PMF. In a dire situ
ation, the results could be fatal.

One essential difference between exit by private employees and by 
those in public institutions is that leaving a PMF post is not desertion— 
punishable by prosecution and even death, but merely the breaking of a 
contract with limited enforceability. The simple matter is that no equiva
lent enforcement exists for PMFs to prevent desertion by their employ
ees.

Thus, obligations and commitments o f hired f orces are less than those of 
public forces. Contracted employees are often easily discouraged by set
backs and casualties, and less apt to obey their officers when situations go 
sour.t(’ Throughout history, this eventuality of breakdown and defection was
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the biggest risk front a hired army. As compared to a conscript arm)', when 
they return home, contract employees likely face no sanctions for defection 
as do conscripted soldiers.47

Another fear is that government functions may become hostage to the vi- 
cissitucles o f the marketplace.48 At the very least, a firm may choose the 
client’s time of greatest weakness as the perfect situation to renegotiate con
tract terms. A pattern in the general outsourcing industry is that the out
sourcer bids low, gets exclusive rights to control an entire department, and 
then reams the client with cost overruns. The client cannot refuse, as it is 
unable to replace the lirm immediately for fear of disrupting its own oper
ations. In many other industries, this outsourcing “siren song” has run en
tire companies aground.49

If the principal loses in-house capability, it is then at the mercy of its 
agent’s compliance. An episode from recent Canadian military experience 
illustrates how unexpected problems can always arise whenever control is 
given over to private agents. In July 2000, the GTS Katie, a contracted mil
itary transport ship was carrying back from Bosnia a unit of Canadian Army 
soldiers, more than 550 vehicles, including tanks and armored personnel 
carriers, and 350 containers o f ammunition and other sensitive military 
gear. Due to a financial dispute between two subcontracting agents, the 
ship began sailing in circles outside Canadian waters. Until the matter was 
resolved, the ship refused to make the delivery, essentially holding about 
one-third of the Canadian army’s entire equipment and soldiers hostage. 
The standoff lasted for almost two weeks, during which time this sizable 
chunk o f the Canadian military’s inventory was unavailable, solely because 
its leadership had privatized transportation to save a minimal amount. As 
a defense analyst commented, “ It's so embarrassing, it almost has a 
comedic flavour to it. But what would have happened if this had taken 
place when we were sending troops and equipment overseas instead of re
turning them to Canada? We would have a very significant problem to say 
the least.”00

The essential point is that in outsourcing personnel and services, the 
client always risks becoming too dependent on the private agent. This dan
ger is obviously more dire for weak clients, that are wholly reliant on firms 
in the provider sector, using them as a proxy for their own force capabilities. 
One o f the reasons Sierra Leone’s government was in such grim straits in 
1995, before EO rescued it, was that a provider firm, GSG, had broken its 
contract and pulled out prematurely. GSG decided that the risks o f serving 
the Sierra Leone government were no longer worth the benefits.01 However, 
the threat extends across power differentials. For U.S. military planners, a 
worry of current outsourcing trends is that their forces are more reliant than 
ever on the surge capacity of private support sector firms. Despite this, few 
operational plans (or contracts) consider the risks, and field commanders,
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unaccustomed to these vulnerabilities, often operate unaware.
The particular dilemma is that if PMFs in United States service decide to 

pull out or resign, the firms and their employees legally cannot be forced to 
stay at their posts.’’2 Civilians, even those fulfilling militarily essential roles, 
expressly do not fall under the Uniform Code of Military Justice (UCMJ) un
less Congress declares war. However, such formal declarations have become 
increasingly rare, even in cases of full-scale hostilities, such as in Vietnam or 
the first Gulf War. In fact, any attempt to force civilian personnel to be held 
under UCMJ without this declaration would not only be “an egregious sus
pension of the supremacy o f civilian constitutional authority,” but also “tan
tamount to an admission by the political leadership that it has 
reduced the military to a point which requires the creation o f a true, con
tracted ‘Shadow Military.’”53 As a result, military commanders cannot as
sume that PMF personnel will stay on the battlefield, or even in the theatre, 
simply because o f military necessity or personnel shortages. Private em
ployees may know the risks beforehand, but this fact makes no difference 
under the law.0'1

How might the dilemmas presented by a lack of control over agents play 
out for U.S. forces? Consider the increasing fear that weapons of mass de
struction— including chemical or biological warfare— might be used in fu
ture confrontations, not by superpowers, but rather by any number of nation 
states, or anyone able to pay. Despite the growing risks o f their use, one study 
has found that only l o f O7 emergency essential contracts (for example, 
those covering mission critical areas) contained provisions to protect hired 
civilians against chemical or biological warfare. As a result, it is fairly likely 
that if such warfare was an imminent threat, military support firms and/or 
a significant number of their employees would decide the risks are not worth 
it and abandon their posts.55

The situation docs not have to be so extreme for concerns with the loss 
o f agent control to arise. The heaviest losses sustained by the U.S. military 
during the igy  i Gulf War were caused by a random Scud missile, equipped 
only with light explosives, that hit a military barracks at night, where it dec
imated an entiie Army Reserve unit. Since that time, the unit’s function— 
water purification, an innocuous, but essential jo b — has been privatized to 
a military support firm, as have tens o f thousands of other military positions 
in critical areas.

If a similar scenario occurred in the future, a private firm might decide 
that its contract no longer makes sense, leaving the force without the tech
nical capacity to supply itself. Or, its surviving employees might decide to get 
out of harm’s way, with the same result. The essential fact is that the high 
level of reliance on outsourced support has not been tested in a real war sit
uation.0'’ The simple intuition suggests that, if hired personnel feel unsafe, 
some may decide that they simply aren’t being “paid enough for this #%&”
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and quit.57 Even without a threat o f violence, the risks of contractor walkout 
remain. For example, the Canadian Army contracted out its logistics sup
port in the Balkans to AT Frontec and was plagued by high worker attrition 
rates (i.e., the employees simply quit too often), and the British Royal Navy 
plans for contracting out military repair yards have been threatened by la
bor strikes.’’8

Historical precedents o f contractor walkout certainly exist, where private 
support units bailed out on forces that depended on them, with disastrous 
consequences. In World War I, for example, naval mine sweeping was orig
inally handled by civilian-manned trawlers, since the task was seen as outside 
of the navy’s mission— viewed as an overly technical task rather than ‘ real’ 
w arfare. However, in 19 15 , at the first naval action off the coast of Gallipoli, 
Turkey, the civilian manned trawlers working for the Allies pulled back when 
they came under fire. This left the way uncleared o f mines, and as a result, 
3 Allied battleships were sunk by mines and 3 more were seyerely damaged. 
Over 700 Allied sailors were killed. ’9

Essential or Non-Essential? No Longer the Question
The concern with military privatization, even in seemingly innocuous 

support areas, is that the entire military machine could quickly breakdown 
from their loss. Today, military personnel may no longer have the basic skills 
or equipment to perform the tasks that have been privatized.*’0 Unfortu
nately, in the rush to privatize, this danger has been ignored.

As an example, under its own doctrine, the U.S. military is supposed to 
privatize only those services that are not “emergency-essential support” func
tions; that is, those functions which, if not immediately available, would not 
impair the military s mobilization and wartime operations.*’ 1

The reality  ̂is quite different. At the start o f the 1990s, the U.S. Depart
ment of Defense Inspector General warned that a number o f emergency es
sential services were beginning to be performed by civilian firms and that 
the U.S. military could not ensure that their service would continue during 
crisis or hostile situations.*’2 However, in the years since, little evidence ex
ists that concerns of lost control have been addressed. Rather, more than a 
million personnel have left the U.S. armed services and far more o f such 
functions have been privatized. One illustration is the reversal of long-stand
ing weapons purchasing requirements. The mandate once held that the mil
itary had to be able to achieve self-sufficiency in maintaining and operating- 
new weapons systems within 12 months o f their introduction. The new 
norm, however, is that instead of the military planning to do the job itself, 
weapons systems’ contracts generally include service elements, detailing 
civilian-provided lifetime technical support.

This example illustrates the hazard of using business efficiency as a basis 
for military restructuring. If a military structure is to be capable o f coping
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with the uncertainty that results from war and enemy action, a certain 
amount of redundancy must be deliberately built in.63 Now, however, mili- 
tary personnel lack the training and skills to fill potential privatized voids.04 
If the military keeps privatizing key jobs, in times of crisis it may find that 
companies are unwilling to comply with its exact needs.

Another control aspect is the inability of private forces to switch between 
essential and nonessential functions. Certain combat limitations apply to 
civilian personnel serving in military support functions. As rear area forces 
are privatized to support sector firms, a commander will no longer have the 
option of using them to augment line units if the situation turns dire. For 
example, one of the classic stories o f World War II is how, during critical 
stages o f the 1944 Battle o f the Bulge, U.S. Army support personnel (such 
as cooks, truck drivers, mechanics, and secretaries), were armed and sent to 
the front line to bolster weakened infantry units. Their relief helped turn 
the battle’s tide.65 Such times and potential needs are not past. Veterans of 
the 1993 Ranger operation in Mogadishu, Somalia, cite how support troops 
similarly had to help save surrounded U.S. troops. One of the veterans of 
that fight stressed that, even today, “Just as an infantryman needs to be ready 
to deal with change on the battlefield, so do our support troops. They need 
to be ready to grab their weapons and go out and fight.”66

As support positions are privatized and eliminated, a beleaguered com
mander no longer has such insurance. Not only are support sector firms’s 
employees often specialists either untrained or ill-equipped to shift to in
fantry roles, but their private status also carries legal uncertainties. Under 
international law, they risk being identified as illegal belligerents and po
tentially forfeit their rights and privileges of prisoner o f war (P.O.W.) sta
tus.67

Finally, the concern remains about hired firms’ standards of security. Typ
ically, security at private firms, even when doing sensitive work, is lower than 
within military bureaucracies, which have long-established mechanisms for 
security assurance.68 The recent travails of contracted Department of En
ergy labs provide an example of the security risks o f privatizing.69 Another 
is linked to the growth of information warfare. The nodes of connection 
electronic security, firewalls, access to information, encryption, core data be
tween the military and its private agents are often particularly vulnerable. 
Hostile infiltration into a firm’s lesser-protected systems not only risks the 
firm’s failure to provide the client with necessary support, but also risks con
tamination of the client’s systems.70

In fact, infiltration may not even have to occur, simple private cost cut
ting may suffice. When Airscan was contracted by the U.S. military to act as 
its “spies-in-the-skies” over the Balkans, the company used cheaper, unen
crypted commercial television relays for the formerly secret broadcasts. 
Throughout Europe, anyone with a home satellite television receiver could
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watch live broadcasts o f NATO peacekeeping and antiterrorist operations, 
meaning that it was easier to tune into a live video of U.S. intelligence ac- 
tivity than to get Disney cartoons (which were encrypted).71

Empowered Agents: The Real Danger of Lost Control
In addition to abandonment, some control risks raise even greater con

cern— specifically, the threat of the truly empowered agent o f the provider 
sector category. This particular concern with private militaries goes well 
back in history. Machiavelli put it thus: “Mercenary commanders are either 
skilled in warfare or they are not. If they are, you cannot trust them because 
they are anxious to advance their own greatness by coercing you, their em
ployer. If, however, the commander is lacking in prowess, as often as not, he 
brings about your ruin.”72 Hired guns may serve a client's wishes today, but 
force the client to honor their wishes tomorrow.73

PMFs argue that as they are companies, this risk is limited, claiming that 
the “fundamental law of a successful business is that the supplier is only as 
good as his last contract.”7'1 Firms that exploit the trust placed in them by a 
client would find their future sales growth threatened, and so arguably 
would be self-directed away from doing this in the first place.

In weak or failed states, however, military provider firms are typically the 
most effective local force, even with their small numbers. Moreover, friction 
between employer and employee is built into such a relationship and both 
parties have to look ahead to a time when their contractual relationship 
comes to an end. Thus, solidarity between hired troops and those who pay 
them has traditionally been not that strong.71’

As a result, the risks o f PMFs or their individual employees turning on 
their clients must be acknowledged. An unpleasant contract termination or 
any sort o f dissatisfaction with the client’s payment or orders could certainly 
have nasty repercussions. Those who fight for cash may fight with profes
sionalism, but their loyalty will always be suspect, especially when more cash 
is on the table. “Hostile takeover” thus could take on new ramifications in 
military privatizing, with the agent moving to enforce its own interests by act
ing against its principal.

Traditionally, three situations indicate the potential for revolt by hired 
troops: l) when the employer decides that he no longer needs the troops’s 
services, and makes no guarantees about his future behavior toward them, 
2) when the hired troops calculate that they can profit more by being taken 
onto the payroll o f their employer’s rival, or 3) when hired troops or their 
leaders decide that an opportunity to seize power exists and they can take 
over the employer’s place.71’

The precedent for hired troops to turn against their principals does ex
ist. Historically, as explored in chapter 2, the “free companies,” with which 
provider firms have certain parallels, had a fairly spotty record of loyalty. Ex
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am pics from the 1300s include the Grand Catalan company that turned on 
its employer to set up its own Duchy in Athens, and the Norman army that 
Pope Gregory VII hired to break a siege of Rome by Holy Roman Emperor 
Henry IV'. The Pope’s force, mostly Muslims subcontracted by the Normans, 
managed to break the siege, but they then turned around and sacked the 
city themselves, massacring thousands and taking thousands more as slaves. 
Likewise, the common problem with privateers in the 1700s was that they 
often preyed on their patron’s own shipping

Hired troops appear to be no more reliable in recent periods. The 19(17 
“Mercenary Revolt” in Zaire and the 1975 and 1990 coups in the Comoros 
illustrate. The 1961 French Foreign Legion revolt at the end of the Alger
ian War also indicates a clear example o f willingness among foreign troops 
to fight against local nationals, even when they are brought under national 
militarv control.77

In fact, hired troops turning on their employers is not so shocking when 
one factors in the long history o f employers turning on or betraying the trust 
of their troops. Even recently, over 150  Russian contract soldiers in Chech
nya were allegedly killed by accompanying Russian military units, because 
of friction between the two forces.78 Thus, hired troops might turn on 
clients in a pre-emptive attempt at self-preservation.

The evidence connected to the privatized military industry is obviously 
limited. But indications exist that in certain situations firms might decide to 
turn on their clients. In 1996, EO played a determining position in the in
ternal politics o f Sierra Leone. The firm is believed to have had a role in the 
overthrow of the Strasser regime, which had originally hired it, in favor of 
General Bio, whom the firm’s executives considered a more effective leader 
and better partner.79 The full extent o f the firm’s involvement is not known 
to outsiders, but it is believed that EO knew of the impending coup and nei
ther reported nor opposed it, despite its contractual obligation to defend 
the government from all threats.80

Even if the firm itself remains loyal to its client, the reliability o f its em
ployees is by no means certain. Regular national soldiers are deterred from 
treason and revolt by a combination of patriotism, unit loyalty, and a fear of 
punishment. Even with these added pressures, some are treasonous anyway.

In contrast, for most soldiers within the PMF industry, these controls are 
lacking. There is little to no patriotic element, particularly when working for 
a foreign client. Some may feel loyalty to their firm, but it certainly cannot 
be as strong an emotional pull. Moreover, unit loyalty may also be limited, 
especially if personnel are distributed across a force or placed in bifurcated 
elements, such as air crews of one nationality flying support for infantry of 
another (e.g., EO’s had Ukrainian pilots, but South African ground troops). 
The two may never even see each other in person, let alone build bonds of 
friendship that would lead them to eschew temptation. The fear of sanction
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may also be lessened with PMF employees. An employee who turned on the 
client could only be prosecuted in the client’s state for treason and only if 
the attempt failed.

Not only must the client be concerned about contract employee loyalties, 
but firms themselves should also factor in counterintelligence, to establish 
and be certain of loyalty among their employees. However, none are known 
to have any such formal internal monitoring.

N O V E L  I N C E N T IV E  M E A S U R E S

Agents are hard to monitor and the risks of military outsourcing entail that 
the agent’s motivations to fight are not always what the principal would de
sire. A particular problem faces clients who contract military provider firms. 
Such clients are often the ones in the most need, but least able to pay. As a 
result, PMFs worn- whether they will get paid. The outcome in a number of 
cases has been the creation of some curious structures that attempt to align 
principal and agent incentives.

Faustian Bargains
The first such incentive arrangement o f profit sharing has been termed 

a “Faustian bargain” o f sorts; that is, made for present gain without regard 
for future costs or consequences. The essential structure is that the firm is 
made a residual claimant of its client, akin to the corporate practice o f pay
ing a CEO only in stock to ensure high, unwavering motivation. Some PMFs’ 
loyalties have been similarly locked in, by mortgaging valuable public assets 
to the firm or its business associates, often through veiled privatization pro
grams.81 To be paid, the firm has incentive to protect its new at-risk assets, 
thus binding its own fortunes with that o f those client.82

The result often is a triangular system o f profit sharing. The PMF, linked 
through shareholding or personal relationships to a broader corporate en
tity, simultaneously provides security to the government principal and its 
business ally’s commercial operations. The government, in turn, provides 
the legitimacy, while the corporate entity provides the cash that indirectly 
pays the firm. As a consequence, the problem of securing destabilized re
gions becomes a viable business activity to the benefit of all parties.83

Cash-poor clients in Sierra Ix-one, Angola, and Papua New Guinea all al
legedly paid for the agency of military provider firms in this way, by selling 
off mineral and oil rights either directly or indirectly to related companies. 
It is rumored that the rebel groups in Sierra Leone and Angola also had sim
ilar arrangements with rival corporations.8'1 Key here are the linkages to 
multinational corporations and complex investment networks that the cor
poratization provides. The ‘genius’ from the firms’s perspective is that cor
porate webs not only allow the bartering of security services for valuable
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concessions, contracts, and licenses, but also create exclusive business op
portunities for other partners inside the same corporate structure.*’ Thus, 
firms that are weaker players in more competitive regions o f the world econ
omy gain an advantage in more dangerous /ones through their partnerships 
with the PMF industry.80

As the Faustian name indicates, however, these arrangements create long- 
term losses for the principal that it may not have foreseen. The structure 
mandates that a potential valuable resource for the nation as a whole is sold 
o ff to satisfy short-term exigencies. The firm uses the hard circumstances of 
the client to induce it to give away possessions that it, or a succeeding regime, 
will later come to see as much more valuable. By mortgaging public assets 
today a government ensures less revenue for state coffers in the future, po
tentially creating generations o f debt burdens for the populace as a whole.87 
In Sierre Leone in 1997, the government traded roughly $200 million worth 
o f long-term diamond concessions, in exchange tor a military bailout from 
the Sandline firm that was valued at $ 10  million.

This approach also threatens to reinforce approaches to natural resource 
development that are incompatible with sustainable economic and social 
development. The local state government remains integrated into the in
ternational economy only by means of an outside-ownecl corporation ex
tracting raw materials, with extremely limited revenue distribution to the 
overall society locally.88 In fact, little PMF contract money even goes through 
the local financial system, as the transfer, or “profit sharing,” is typically un
taxed and usually handled through offshore accounts.80

Strategic Privatization
“Strategic privatization” is another variation of this incentive structur

ing.90 Even if a regime is not in military control o f public assets (for exam
ple, a lucrative mine now held by rebel forces), as the globally recognized 
sovereign, it can still legally privatize and sell them off to a PMF or its cor
porate allies. In the previous scenario, the firm only had to defend assets un
der attack. With strategic privatization, the military firm must actively seek 
out and attack the government’s opponent for payment. If successful, the 
rebels both suffer defeat and lose a valuable funding source, which the gov
ernment did not control in the first place.

In corporate terms, this is a “debt equity  swap." The PMF (or its corpo
rate sponsor) takes a calculated business risk on the superiority of the mili
tary firm versus local adversaries, akin to swapping debt for stock shares as 
in the regular business wrorld. Politically, it is a modern parallel to Michael 
Doyle’s idea o f “ imperialism by invitation,” where those who control ties to 
the international market acquire greater power over their local rivals.01

The Angolan government has made effective use o f this strategy. In 1996, 
it developed a policy that all MNCs must provide their own protection,
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rather than depend on the state army to protect them. Not only did this pol
icy lighten the load for the local Angolan army, but the government was also 
strategic enough in its thinking to sell concessions that placed mining com
panies astride its opposition’s lines of communication.92 The firms— and 
their combat protection— then battled with rebels to keep them out o f their 
/ones. This strategy is partly credited with the government’s gains against 
UNITA

The firms themselves deny that such arrangements occur, but their close 
tics with mulliiialional corporations and the proliferation of associated 
firms that follow military firms into the region are hard to ignore (such as 
the linkages o f Branch-Heritage with the most notable EO and Sandline op
erations as discussed in Chapter 8).9:1 Even if these corporate links are not 
formalized, at the very least, the military firms provide associated companies 
that are potentially interested in investing in conflict zones with greater con
fidence in the prospect o f a stable environment. They also might give a com
petitive advantage to associated firms, due to the ties that their PMF partners 
have already built up within the country. The local state government is more 
likely to trust such multifaceted corporations, as now they have a greater lo
cal stake to protect. These firms are less likely to disinvest at any future signs 
of instability, but instead actively help the government to quell it or at least 
be as supportive as possible depending on the sector.

It must be added, however, that manv PMFs counter the concern that cli-/
ents are mortgaging their futures by noting that clients are under no obliga
tion to either hire them or to privatize their assets. Rather, they believe that 
their position is comparable to shareholders o f a company bringing in new 
capital. The local agent’s level o f ownership may decline as a result, but they 
claim that the overall gain, in this case helping a government establish a se
cure environment that attracts an inflow of other business, is well worth it.

C O N C L U S I O N S  A N D  C O M P L IC A T I O N S

The contractual dilemmas discussed in this chapter are only a beginning of 
the myriad o f complications to consider. When contracting out military ser
vices, a host o f questions arise: How do bankruptcies or mergers affect the 
continuation of services provided to a client? What happens in the case of a 
foreign takeover of the parent company, specifically if the new owners op
pose the operations? Would an optimum strategy for a losing opponent be 
to attempt such a takeover in the boardroom, financially, rather than on the 
battlefield? All o f these considerations lead to empirical expectations and 
questions quite different from those that arise when using one’s own mili
tary.
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11 Market Dynamism and Global 
Security Disruptions

The disjunction between the seriousness of international politics and 
the triviality of international relations theory is quite startling.

— Professor R. B. J. Walker

O ne o f the most standard conceptions o f international security is that 
states are the central, and, in fact, only truly relevant actors in world 
politics. Indeed, for almost anyone who has taken an introductory 

international relations course in college, one of the first things he or she re
members is the typical opening lecture that compares global politics to a 
game of billiards: the table is the global political environment and the balls 
represent the sovereign power and relative position of states. The “game” of 
international politics thus is made up of the interactions among states, fueled 
by balances o f power among them. In assessing both political calculations 
and the final outcomes of conflict, other actors are generally discounted.1

The burgeoning development of a privatized military industry implicitly 
challenges these assumptions. PMFs are private actors participating in war
fare, a clear alternative to the supposed monopoly o f states. What is more, 
the dominant theories o f world politics originally drew their underlying the
oretic foundations from microeconomic models. These political theories, 
however, certainly did not anticipate what would happen if the security sys
tem became linked with a very real market, with all its dynamic shifts and 
uncertainties.2

T H E O R Y  A N D  T H E  M IL IT A R Y  M A R K E T

All markets do not operate perfectly, but instead often experience market 
friction, interference, and externalities, particularly when their structures 
are still emerging. With PMFs, the marketization o f military services means 
that international security is complicated by potential market dynamism and 
disruptions. The “powers” are no longer exclusively sovereign states, but also 
include “interdependent players caught in a network o f transnational trans
actions.”3
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In short, the privatized military industry1 represents alternative patterns 
o f power and authority linked to the global market, rather than limited by 
the territorial state. This affects the dynamics o f both interstate and in
trastate security relations. Some might argue that the new industry repre
sents no great change to international security, as it is merely another 
resource that states can use to enhance their power. Although this last as
pect is true, in that many states have both used and benefited from PMFs, 
the total industry is also an independent, globalized supplier o f services that 
are critical to security. It operates outside any one state’s exclusive control 
or domain. In fact, the industry’s general prosperity is a direct result of the 
weakening of state controls, not only in certain geographic zones of the 
world, but also over certain functional military areas. The demand for its ser
vices cannot be explained away by a worldview o f pure state dominance.4

The new privatized military industry also means that state and nonstate 
actors alike now can access military capabilities formerly exclusive to strong 
states. Where state structures are weak, the result is a direct challenge to the 
local basis of sovereign authority, its ability to overwhelm all other chal
lengers when it comes to violent force. But PMFs may provide a challenge 
to interests o f regional powers or even great powers as well. They can aid 
forces, whom the leading states would rather not see succeed.   Some ex
amples discussed later include PMFs that have worked for the governments 
o f rogue states, such as Libya and Sudan, Colombian and Mexican drug car
tels, and even radical Muslim jihadist groups.

The most important aspect, however, comes from the business structure 
of this new military actor. Even when PMFs are directly in the pay of a state 
(including even a superpower), the locus of judgment on how the military 
operations are carried out in the field is now outside state control. Through 
privatization, the state’s agent o f action is now no longer its national mili
tary, but instead a profit-motivated actor. The motivations are changed, and, 
some would argue, warped. As discussed in chapter 10, certain principal- 
agent dilemmas arise. These lead to a transformed relationship and, often, 
a much different outcome than with the standard use o f public resources of 
power. The results also run counter to a number of key tenets o f traditional 
security studies, such as the assertion that states seek to maximize their 
power by aiming for self-sufficiency, in order to minimize their reliance on 
others.0 At the very least, the better paying PMFs are new competitors for 
the best military talent in their home state.7

The PMF industry also presents certain complications to conceptions of 
state sovereignty. For Max Weber, the most noted theorist about the mod
ern state, one of the essential characteristics of a state is that it “successfully 
upholds a claim to the monopoly of the legitimate use of physical force in 
enforcement o f its order.”8 Thus, the ultimate symbol o f sovereignty is con
trol over the means of internal and external violence; that is, the raising, 
maintenance, and use of military forces.9
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Sovereignty defined under this standard is a general assumption of all the 
strands o f international relations theory that presently dominate the field— 
realism, liberalism, and constructivism. Although they differ in what hap
pens afterward, each presupposes systems made up ofjust sovereign states.10 
The entrance of a new private actor into the equation, however, illustrates 
that “sovereignty is not an absolute, timeless, and invariable attribute o f the 
state.” 1 1

In short, whether wre like it or not, change does happen in international 
politics; new actors materialize and old actors evolve. The emergence of the 
privatized military industry is just one aspect of this continual transforma
tion. Unfortunatelv, the field of security studies gives us few analytical tools 
with which to understand this new'est development and its impact. Our pres
ent theories of global balancing, bandwagoning, coercive diplomacy, deter
rence, offense-defense dominance, or war termination all assume that the 
state is the sole provider of organized violence in the international system. 
With the introduction of capable PMFs, this supposition no longer holds so 
firm.

T H E  P R IV A T E  M IL IT A R Y  M A R K E T  A N D  F U N G IB L E  P O W E R

The persistent focus of international relations theory has been on the distri
bution of coercive pow'cr across actors, especially military capabilities. In 
short, force is the ultima ratio’ o f international relations; no nation can re
liably secure its ow n existence and well-being unless it can fend off the co
ercive capabilities of its neighbors, if not by itself, then with the help of 
allies.12

The ability to achieve these capabilities is a source of contention. Some 
claim that it is not that easy to transform economic assets and strength into 
military capabilities.13 Financial capital does not directly equal military 
power. Rather, any dependence upon capital flows tend to suppress conflict 
among states.14 In fact, they argue that the growing codependence among 
states in the economic realm is not a sign of vulnerability, but rather both 
raises the costs o f aggression and lowers the incentives for war. In this theo
retic liberal economic order, wealth is divorced from the coercive capabili
ties necessary for the control over territory, as are the rewards of this control 
This removes one of the main reasons for war.15

How-ever, the military privatization phenomenon means that military re
sources are now available on the open market, often at better prices and ef
ficiencies than could be provided by individual clients. So, contrary to 
predictions about the divorce o f military and economic power, power is 
more fungible than ever.1( Coercive capabilities are accessible to all with the 
money and wherewithal to seek them and former barriers to military 
strength are lowered. Put another way, PMFs mean that plowshares are more 
easilv beaten into swords.z
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Although the creation of military force once required lengthy invest
ments in terms of dedicated resources and time, now the whole spectrum of 
forces, from commando specialists to air forces, can rapidly be obtained by 
a client in a manner of weeks, if not days. Hence, economically rich, but pop
ulation poor states, such as those in the Persian Gulf, are able to reach power 
levels above what they would be able to do otherwise. The same holds true 
for new states (Croatia) or even nonstate groups (CARE), which used to lack 
the institutional support and expertise to build or sustain a capable militan- 
force.

In addition, the new market means that actors are now able to add new 
specialized capacities, such as information warfare, or are even able to skip 
a generation of war skills (using consulting sector military expertise) that 
they would not be able to otherwise. Sudan, for example, has been able to 
field a squadron of Mig-29 fighter jets (considered by many the best in the 
world), flown by Russian contract pilots. The hired squadron gives the un
derdeveloped African nation the ability to detect and shoot down the most 
sophisticated weapons in the U.S. air arsenal, including the Tomahawk 
cruise missile and the F-t 17  and B-2 Stealth bombers.17

The orthodox state response to internal and external threats has been to 
boost military capability over the long-term or to seek alliances with other 
states. Now, states and other actors can build up their own security simply by 
hiring these capabilities off the international marketplace. However, in do
ing so, they maximize reliance on others.18 Saudi Arabia, for example, has 
hired a slew of PMFs that do everything from planning and training to the 
maintenance and repair of weaponry’. This contracting allows the kingdom 
to field a highly mechanized army, that is one of the most advanced in the 
Middle East, and certainly more capable than its population base would 
stem to support. In privatizing these duties, however, the Saudi units have 
become completely dependent on the contracted assistance; for even sim
ple military’ exercises the Saudi military require the PMFs to undertake the 
planning and organization.19

With power made more fungible, the outcome might be a range of pos
sible military leasing structures. One is a system akin to the hired units that 
proliferated in Europe from 1 200-1850 .

As nations seeks ways to attain a surge capacity without the expense of sus
taining a large peacetime military, and as they face difficulties recruiting 
from their own populations, contracting will be an attractive option for fill
ing the ranks. Corporate armies, navies, air forces, and intelligence services 
may be major actors in 21st century armed conflict. This will open up new 
realms of strategy and policy.-0

Another possibility is akin to the early medieval period, when highly ex
pert military tasks, such as artillery and siege engineering, were often han-
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died by hired specialists, rather than by regular soldiers. As military analyst 
Steven Metz notes, “Today, as warfighting becomes ever more complex and 
the costs of training and retaining technical specialists escalates, the same 
process is occurring.”21

The final route might be a more postmodern outcome. Warfare would 
be carried out by loose, heterogeneous networks of state and nonstate mili
tary organizations. Some political or ideological in orientation, others profit 
seeking, but all operating in a constant flux of cooperation and conflict.22

Examples o f all these abound. In the late 1990s, Ethiopia adopted a mix 
o f the leased force and hired specialist scenarios, as it prepared to fight its 
neighbor, Eritrea. By common measures, a war between the two states was 
assumed unlikely, as neither had the force capacity or allies to translate into 
threatening capabilities. After experiencing early defeats, Ethiopia, like the 
Sierra Leoneans and the Croatians, decided that it too could seek out help 
from an alternative arena, the private sector.2-1 The government hired Rus
sian military experts, serving in a private capacity, to help run its air defense, 
multibarrel gun artillery, radar and electronic warfare. In addition, the firm 
Sukhoi sold Ethiopia a wing of Russian Su-27 fighter jets (equivalents to the 
U.S. F-15). More important, the firm also included in the contract the ser
vices o f over 250 pilots, mechanics, and ground personnel, who would fly 
and maintain the planes. In effect, the firm leased out a small, but complete 
air force.2 1 Ethiopia also hired its own set of private Russian ex-generals, who 
played a strategic planning role.21’ Intelligence reports assert that not a sin
gle meeting of the Ethiopian General Staff proceeded without the partici
pation of the private Russian advisors, who guided the operation’s planning 
and execution.2,

Ultimately, this semiprivatized and totally revamped force would crush 
the Eritrean army in a lightning strike called “Operation Sunset.” Similar to 
the Croatian experience, the war ended just weeks later. Having seen the ef
fect such private military assistance had in turning Ethiopia into the leading 
regional power, analysts concluded that other states having similar border 
disputes may also turn to private help at the first sign of conflict.27

Indeed, this leasing model may well become a new model o f quickly solv
ing small wars. In 2001, Macedonia faced a separatist rebellion from an Al
banian nationalist group. So, the government leased from Ukrainian sources 
a force of combat helicopters with crew, for use in its counterguerrilla op
erations. In fact, they modeled the plan after the governments of Equator
ial Guinea and Sierra Leone in West Africa, that had earlier done the same.2* 
Finally, the continuing war in Colombia offers a glimpse of the postmodern 
network scenario, where all sides in the conflict have linked up with priva
tized military help. While the government and multinational corporations 
have hired PMFs, the opposition as well has contracted out much of its in
telligence and military functions. Flush with resources, Colombian political
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insurgents, drug cartels, international mafias, hired advisors, and other af
filiates have also made their own alliances. Thus, they are able to limit the 
exposure of their core, while making use of the latest technology.29

The ramifications o f this new fungibilitv of power are obviously signifi
cant. By leasing military forces off a global market, the economic costs of 
maintaining a military force are externalized to outside the actor, as are the 
risks of political blowback from its deployment and losses. However, it also 
might mean a return to earlier periods of history, where private wealth and 
military’ capability went hand in hand, leading to more wars. Or as the an
cient Romans put it, pecunia nevus belli. 3 0  The ability to transform money 
rapidly into force returns the international system to the dangers of lowered 
costs o f war.31 A new international market o f private military services means 
that economic power is now more threatening.

In sum, we often assume only the positive side o f global markets and the 
profit motive. Globalism and the spread of capitalism are often viewed as di
minishing the incentives for violent conflict, so that the rise of global mar
kets, global civil society, and new transnational nonstate actors are viewed as 
immutable good things.32 However, the emergence of a new form of 
transnational firms counters this liberalist assumption. PNIFs are a different 
type of company that, instead, relies on the very existence of conflict for 
profit.

A  D Y N A M IC  M A R K E T  A N D  T H E  B A L A N C E  O F  P O W E R

The new privatized military industry not only eases the transformation of 
power into threat, but it also lies outside the state. It thus raises possibilities 
not contemplated by theories that exclusively focus on state behavior.

With PMFs, market uncertainties and dynamics are layered on top of the 
already difficult questions involved in the balance of power. The industry’s 
potential to provide military capabilities rapidly not only makes threats to 
internal and external security more likely, but also more intricate to deal 
with. One area complicated by the existence of a private market of military 
services is the assessment of relative power.

Traditionally, the most reliable guide to who will prevail in a war is which 
side can marshal the most military power.33 This rubric, however, is not that 
easy to make use of. Actors certainly have a motivation either to hide or over
state their strength. Moreover, raw counts of weapons might not be the best 
proxy tor real power, as quality may matter more.

Hence, it was already difficult to access a rival's capabilities or force pos
tures. Now with PMFs, the combination of an openly accessible military ser
vices market and the new heterogeneity of military’ actors makes this 
appraisal even more difficult. When externalized onto an ever-changing 
market, a rival’s potential capabilities or force postures are highly variable
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and able to transform rapidly. Thus, seemingly predictable power balances 
and deterrence relationships are now made unstable.

This increased dynamism in the balance of power could play out a num
ber o f ways. By hiring firms in the military provider sector, which could pos
sibly be done in secret, an actor could quickly gain military capabilities that 
it did not have before, and rapidly gain either in force si/e or expertise. Or, 
clients could gain completely new proficiencies. One example is that agents 
without an information warfare potential could hire it off the open market 
and then attack unsuspecting or unprepared foes in a completely unex
pected realm.3'1 Even support sector firms could allow the deployment of 
military forces in ways that would otherwise not be expected.

With comprehensive military consulting services, clients can augment 
their military capabilities in a different, but just as effective, way. PMFs can 
aid in training and organizing clients’ armed forces into a far more effective 
combat force and a thus more potent instrument of power. The end result 
is that a client might be able to enact what is known in the military intelli
gence community as a “training surprise.” This is where rapid military re
structuring takes place and completely new strategies and doctrines are 
adapted unbeknownst to a foe.3; The possibility is increased that a state 
could be caught unaware at the new capability of their rival, as the Serbs 
(whose opponents had hired MPRI) learned in the aftermath of “Operation 
Storm.”3'’

This shift in capabilities can affect assessments of power, and the balanc
ing that results, in numerous manifestations, including the potential increase 
in miscalculation. Possibly engendered by a firm overselling its sendees, a 
client could develop a misplaced belief in the dominance of their reinvigo- 
ratecl offense and initiate war when they are actually not at an advantage.37 
This was a concern with contracts o f military consultant firms in the unsta
ble Balkans.

Likewise, this complication of security might move arms races onto the 
open market. That is, with PMFs involved, such competitions might begin 
to resemble instant bidding wars, rather than traditional militaiy buildup 
over time. Arms races, in effect, become hiring races. For example, in the 
Ethiopia-Eritrea context, a twist on the traditional arms race emerged as the 
two sides competed first on the global militaiy leasing market, racing to hire 
militaiy skills (primarily from ex-Soviet sources), prior to taking the field of 
battle. The result is that the pace of an arms race is accelerated and “first- 
mover” advantages is heightened. These both impact on the likelihood of 
war initiation, as the sides might see shrinking windows o f opportunity.38

[.inked with the impact of militaiy mai ketization on arms races are its re
sultant effects on arms control efforts. The monitoring and maintenance of 
agreements (particularly on conventional weapons), are equally made more 
difficult with the presence of PMFs. The privatization of military services
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means that military capability must no longer be closely held or kept in 
place. Thus, actual force capacities can be lowered without affecting the 
overall threat potential. For example, a state could make military cutbacks 
to stay in compliance with an arms control treaty, and thus reassure its neigh
bors. However, by hiring PMFs, yet it could then rapidly increase its armed 
force (by privatizing) in the very areas it cut back, and return to previous or 
even greater threat levels. In fact, it is questionable whether such an action 
would be in contravention of any standing arms control agreements, in that 
no current regime has treaty mechanisms designed to deal with private mil
itary leasing.

Although the previous examples explore how this new dynamism might 
make war more likely, in certain situations, the industry’s presence and its 
disruptions could also act to lower the tendencies toward conflict. By mak
ing the balance of power harder to assess, greater uncertainty may deter 
some actors from engaging in conflict.39 There is also the possibility that the 
announcement of a firm’s hire may make a client’s adversaries think twice 
about initiating war or more apt to settle, by changing the expected costs of 
victory.'10 Thus, one can envisage a scenario whereby effective corporate 
branding might have a deterrent effect, adding an entirely new layer o f so
phistication to the balance o f power.11 Likewise, hiring races in one region 
might muffle potential races elsewhere, by pulling slack out of the PMF mar
ket and raising the price for services. External markets shocks or failures 
could have a similar effect. Likewise, although they may make it more diffi
cult in some aspects, private firms might also be able to bolster arms control 
efforts, by providing more efficient monitoring or by offering third-party 
verification activities.4-

The end sum is that military market dynamics hold the capacity to make 
the balance of power more complex than ever. PMFs raise potential new 
structures and dynamics, certainly not anticipated by approaches not yet at
tuned to their presence.

T H E  P R IV A T E  M IL IT A R Y  M A R K E T  A N D  A L L IA N C E  B E H A V IO R

A particularly important area where private military firms might make in
ternational security more complex is in their unanticipated impact on al
liances. The potential of the market might weaken patron-client controls, 
make burden sharing less necessary, and create new forms of alliance.

A critical structure in the global security environment has long been that 
between strong state powers (“patrons”) and their controls over weaker, 
security-dependent states (“clients” ), often located in the developing world.43 
Exemplified by state behavior during the Cold War, a bargain may be struck, 
where the patron provides aid and assistance necessary to the client’s secu
rity. This support comes at a price, however. Military aid and protection is
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“used as a lever to promote objectives set by donor, which the recipient gov
ernment would not have otherwise agreed to.”44 Objectives might include 
loyal behavior in foreign policy activity and support given in international 
forums. Patrons may also make internal requirements o f the client; they may 
request that the military assistance provided only be used in certain ways or 
they may demand institutional or policy change. Thus, for a weak state, ex
ternal aid often also brings costly concessions, risks o f entrapment, and fears 
o f abandonment.4^

The private military market throws this relationship out o f balance. In 
essence, weaker parties can exit the normal patron-client relationship among 
states, by becoming clients o f a different sort. To gain military skills, train
ing, and capabilities, they no longer have to accede to their patron’s de
mands or limitations, but can contract for these on their own, often for better 
terms and packages.,( Thus, the market gives small states a new degree of 
independence from large state support.47 As a result, the traditional lever 
of military aid is less effectual for the patron.

The case of Papua New Guinea (PNG) and its patron Australia illustrates 
this point. From the 1970s to the present, Australia was the principal mili
tary aid donor to PNG. The main objective of the aid was to maintain Aus
tralian dominance in the South Pacific. However, Australia placed a number 
of limitations on the weapons and training that it would provide its client. 
When PNG requested help in training for counterguerrilla warfare against 
separatists on its Bougainville island, Australia refused, in particular moti
vated by human rights concerns about the local military. It also refused 
PNG’s requests for assistance in developing capabilities in electronic warfare 
and logistics.4* Thus, the PNG leadership always felt that Australia was in
tentionally keeping its forces weakened.49

The emergence of the privatized military industry however, offered the 
chance for PNG to evade Australian strong-arming in ways it did not have 
before. Rather than being dictated by its patron, it could develop military 
capabilities along the lines it saw fit. Faced with a rebellion in 1997, the gov
ernment hired combat air support and commandos from the British firm 
Sandline. .As explained by Prime Minister Julius Chan, “ [W]e have requested 
the Australians support us in providing the necessary specialist training and 
equipment. . .  They have consistently declined and therefore I had no 
choice but to go to the private sector.” ’’0

The episode illustrates that the availability of alternative private military 
options creates a new variable in patron-client relations. O f greater impor
tance, under current conditions in the market, it is a change that works to 
the advantage of weaker states.1’ 1

PMFs might affect alliances in other ways as well. Studies of alliance be
havior point to functional differentiation as a method to institutionalize an 
alliance.5- States divvy up military tasks and so, by default, become more de
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pendent on one another. However, PMFs now provide an alternative means 
of filling military specialty gaps. This means that alliance partners are po
tentially less reliant on one another than earlier conceived, with resultant 
weakening of their ties.

The consequences are potentially significant. For example, cases where 
an ally defects or does not support its partner’s intervention or war decisions 
might no longer act as a restraint or veto. Almost any gaps from the with
drawal of the ally’s forces can be replaced by military provider sector spe
cialists. In the mid 1990s, for example, both the Angolan government and 
UNITA were faced with the withdrawal of their allies’ military forces (the So
viets, Cuba, and the SADF). Both sides responded by filling out specialty ar
eas with hired outsiders, who ran everything from command and control 
facilities to air defense/’-' Similarly, manv of the competencies that the Eu
ropean NATO partners rely on the United States to supply for external de
ployment, such as lift capacity, logistics, and intelligence gathering and 
analysis, now can be supplied to an extent by support sector firms (includ
ing even by those that already provide these functions to the U.S. military). 
The result is that they are actually less bound by a potential veto on their 
out-of-area operations than conventionally thought.54

The implication is that future wars and interventions may well see a mod
ularization of forces. In this setup, coalitions may be built from a multiplic
ity o f military actors, potentially both public and private/’1’ This means, 
however, that alliances might form and dissolve more quickly, and be more 
unpredictable in their makeup. The constant flux would also present a real 
challenge for those looking for the politically-correct side to join in a war. 
With such diversity, it becomes more difficult to figure who exactly are the 
“good guys.”51’

The market also opens up new forms of aid and alliance. Provision of mil
itary assistance has long been the option of choice for building and rein
forcing political ties with allies. When a powerful state wants to establish 
close links with a weaker state, weapons are delivered and military advisors 
sent to train the weaker state’s forces in their use and tactics. These person
nel often even end up assisting an ally’s force in their operations. Moving in 
the other direction, client officers are also often brought back to attend do
mestic military schools.5 ’ The general aim of these activities is to create tight 
linkages and shared outlooks between allies’ military services.

However, as the market allows the easy transformation of financial re
sources into military might, the policy mechanisms of aiding an ally have be
gun to develop new modes. Military aid now can come in the simple form 
of cash infusions. In 1995, for example, moderate Arab states (including 
Saudi Arabia, Bahrain, and Kuwait) sought to aid the Bosnian government, 
while at the same time counter the radicalizing influence of Iranian military
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aid. They did so not by sending any of their own personnel but rather 
through funding the “Train and Equip” program, paying for military train
ing provided by MPRI.

A rationale for this new form of aid is that it may be less likely to embroil 
a donor in an ally’s fighting. It also means that donors o f military assistance 
no longer must be states. Nonstate actors, including even a single rich indi
vidual, can become valuable potential allies, able to bolster a force or tilt lo
cal military balances indirectly, even from a great distance. Rakesh Saxena, 
for example, was a Thai businessman who financed the Sandline operation 
in Sierra Leone.5* The implication is that the “Soros Effect,” whereby pri
vate individuals have become critical players in international finance, can 
thus also move into international security.59

The significance for the United States is that although private market re
lations have long shaped American alliance politics, rarely have they become 
a direct alliance tool. In recent years, however, many of the military aid pro
grams to new U.S. allies, such as to Macedonia and Nigeria, have been out
sourced. In short, military-to-military contacts are increasingly being replaced 
by corporate-to-military contacts.

The concern with this is that the very nature of security aid’s role in al
liance politics might thus escape traditional, time-tested constraints. Un
regulated privatized military- assistance represents a significant departure 
from the government-sponsored security assistance programs as the U.S.’s 
Foreign Military Sales (FMS) and the International Military Education and 
Training (IMET) programs. The worry is that these military to military con
tacts are, in the view of U.S. senior officers, “a vital ingredient in the build
ing of strong alliances.”50 However, in a new privatized military paradigm, 
this important binding mechanism is jeopardized.51 Perhaps most impor
tant, the clear, upfront alliance commitment that official military aid em
bodies is replaced by a nonbinding trading relationship. Not only is it harder 
to use official military aid to help shape the international environment (the 
prime component of U.S. engagement strategy), but the ability to conduct 
coalition operations based on past mutual training experience would also 
be lowered.

A counterargument is that PMFs, in particular consulting sector firms, 
might dovetail with official military aid, by teaching doctrines similar to that 
of their home states, or encouraging professionalism. However, in compar
ison to official aid, PMF contracts are single-shot business transactions. 
Hired military aid comes with no political strings attached and thus, unlike 
formal aid, the client can use and dispose of these services readily, without 
concern for any favors that may require repayment.1’2 Also, even if the train
ing is similar to that provided by a state military, it is not the exact equiva
lent. It is now7 one step removed, more controlled by the local client’s
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desires, altered by financial limitations, potentially outdated, and certainly 
does not build useful personal ties between the two allies* forces.

T H E  M A R K E T  A N D  T H E  E M P O W E R M E N T  O F  N O N S T A T E  A C T O R S

Leading from the previous discussion on new forms of alliance, a critical as
pect o f the private military industry’s rise is that it is essentially open to all 
customers. The result is that nonstate groups that were previously at a severe 
disadvantage in a stale-dominated system, now have new force mobilization 
options and new paths to power.

In the tvpical picture of world politics, individuals and organizations must 
rely exclusively on the power and authority o f the national government in 
whose jurisdiction they reside to secure their basic needs and amenities. 
Now', there are new power alternatives available from the international mar
ket. At the very least, these new privatized capabilities will allow nonstate 
agents to decrease the qualitative edge held by advanced militaries.0-' Al
though they may never rival the U.S. Army, one should not underestimate 
PMFs’ capabilities. A number of U.S. military observers feel that PMFs could 
field units as, or even more, effective than any military in all o f .Africa, in
cluding the advanced South African forces.01

Some PMF executives argue that their firms only work for stales, and only- 
reputable states at that.0; Their rationale is that they would be driven away 
from such potential customers by a longer-term perspective, aiming for 
more future contracts with state clients. However, both the structure o f the 
market and the record so far argue against this. Much like the situation o f a

O  O

prisoner’s dilemma game with a known ending point, in certain situations, 
high single-shot payoffs might trump.

The current global market for PMFs is essentially unregulated, lacking 
both formal controls and limits. So, the firms make the choice of whom to 
work for. Some have chosen to assist dangerous groups in the past when it 
was in their interests, and, provided the money is good and barring any great 
changes in international regulation, will likely continue to do so in the fu
ture.00 Chapter 14  explores this point in further detail, but, suffice it to say, 
the worry with this present market sector is that such rogue firms,

could fuse their power with that of arms traffickers, drug dealers, and ter
rorist groups, thereby creating an unholy alliance of non-state agents with 
the economic, military, and political power to overwhelm states and the state 
system in general. They could also assist rogue stales unable to receive mili
tary aid through the international state system.07

The only situations where firms are even mildly limited restricted from 
working for antistate groups have been where the home state o f the firm pre
vents this with strict domestic regulation.08 However, if PMFs do not like
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such controls over their contracts, they have the easy option of pulling up 
stakes and reopening shop elsewhere in a more amenable situation. This is 
what many believed Executive Outcomes did in 1999. The firm dissolved 
when South African legislation became too difficult for contracting, but a 
number of successor firms with new names have opened up in other states 
without strong regulation.

Instances o f military firms working for violent nonstate groups will more 
be the case with the lower-end, more itinerate provider sector firms, espe
cially those having a tougher time succeeding in a competitive market. As 
noted in chapter 1, rebel groups in Angola, Sierra Leone, and DRC are all 
reputed to have received military help from private companies that provided 
specialized military skills and support. Likewise, less transparent firms such 
as Stabilco, Niemoller-Group, and GMR, have been accused of engaging in 
illicit arms and diamond dealings, aiding rebel groups, sometimes on mul
tiple sides o f conflicts.'’9

Indeed, there has also been a link with terrorist networks. In the late 
1990s, a number o f firms targeted the lucrative market o f training young 
Muslims who were being recruited globally to join radical groups engaged 
in jihads, or “holy wars” in places such as Chechnya and .Afghanistan. For ex
ample, Sakina Security Ltd. was a British firm that offered military training 
and weapons instruction to these recruits, as part o f its “Jihad Challenge” 
package. The teaching included hand-to-hand combat techniques and how 
to “improvise explosive devices,” both of which had obvious utility in ter
rorist actions.7" Sakina was reported to have been affiliated with TransGlobal 
Security International. This was another British firm, which also reportedly 
ran military training camps (including teaching the use o f machine guns) 
for radical Muslims.71 Similarly, Kelvin Smith, an American government em
ployee, ran a side business (based in Western Pennsylvania) that provided 
military training to groups purporting to be headed to the fighting in Bosnia 
and Chechnya. The training even involved mock terrorist-type attacks on 
utilities plants. Smith also purchased assault rifles and thousands of rounds 
of ammunition on behalf of the clients. Six members of the group trained 
by Smith later turned out to be members o f al Qaeda, who were convicted 
in 1993 of planning a series o f attacks around New York City. Smith, in turn, 
was sentenced to just two years for violating U.S. gun laws.7-

Likewise, certain international criminal organizations, including Colom
bian and Mexican drug cartels, are reported to have received assistance in 
counterintelligence, electronic warfare, and sophisticated weaponry from 
what one might consider “rogue firms,” such as Spearhead Ltd.73 They pro
vided their clients with capabilities that not only rivaled but were often su
perior to those of public security forces, doing “immeasurable damage to 
the war on drugs.”7 1

The example of the many PMF spin-offs that worked for the various sides
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in the DRC war also reveals another new market twist. Even if their firms de
cide not to work for nonstate groups, there is also an opportunity for em
ployees to work in more established PMFs and gain experience in private 
military operations and business management. Then, they can break off in 
search of higher returns at the head of their own companies. In a typical sup
ply and demand market, they will be drawn to providing services to these 
other parties.

P M F S  A N D  I N T E R V E N T I O N S :  A  P R O F I T  F R O M  PE A C E ?

Perhaps less perniciously, the market also opens up military options for 
more reputable nonstate actors, such as international and regional organi
zations.

One example is driven by the rise of private intelligence firms. The pos
sibility now exists for entities that previously lacked their own intelligence 
capability to buy such services off the open market. One likely client type is 
international institutions, such as the UN, or regional organizations such as 
the South African Defence Community (SADC) or Western European 
Union (WEU), that have been increasingly active in operational scope and 
thus have growing intelligence requirements. Unfortunately for them, na
tional sensitivities among member states about sources and methods have 
hampered their previous efforts at intelligence collaboration. Today, these 
organizations can instead purchase such capabilities off the global market, 
no longer dependent on what their state constituents are willing to share. 
The United Nations has already taken advantage of this option, recently hir
ing one firm to provide intelligence on the UNITA rebels’ guns-for-gems 
trade in Angola, while it paid another for its satellite observation of Iraqi 
arms sites.7: The International Monetary Fund (IMF) has also begun to con
tract with private firms for its own intelligence capacity.70

However, it is in the area o f peacekeeping interventions that the industry 
truly alters the possibilities of these organizations. The intervention choices 
o f both the UN and regional groups are normally limited by the weaknesses 
o f their member states, in terms of both material capabilities and willingness 
to deploy forces. Now, the hire o f private firms of both the military provid
er and support sectors can fill in client and institutional shortfalls and allow 
these organizations to undertake operations that they would not be able to 
otherwise.

For instance, the Economic Community of West African States (ECOWAS) 
is an organization o f relatively poor West African states. Its militaries are se
verely limited in certain specializations critical for effective external inter
vention, particularly lacking air support and logistics. In both Liberia and 
Sierra Leone, ECOWAS forces were, nonetheless, able to deploy, primarily 
due to the facilitation of PMFs, such as ICI Oregon and PAE. Likewise, cur
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rent UN operations increasingly make use of military support sector firms 
for logistics, air transport, demining, and security consultation. In the East 
Timor operation, the UN contingent includes forces from two South African 
firms, KZN Security and Empower Loss Control Services, who provide local 
intelligence, while Dyncorp supplies the UN’s logistics, transport, and com
munications.

More controversial, however, have been recent discussions o f using mili
tary provider sector firms in privatizing the peacekeeping role.77 As noted 
in chapter 4, severe flaws remain in the current UN peacekeeping system, 
most importantly that forces are often unavailable due to member-stale un
willingness. Even when forces are provided, the donated national units are 
often slow and cumbersome to deploy, poorly trained, underequipped, and 
ineffective when challenged, due to either lack of motivation or a flawed 
mandate. Local parties are thus often unimpressed by UN forces and their 
actions show their contempt. In 2000, for example, lightly armed, under
aged RUF forces in Sierra Leone held hostage hundreds of UN troops with 
impunity.78 In sum, “UN peacekeeping efforts all too often turn into multi
lateral, multi-billion dollar failures, bedeviled by confusion of lines o f com
mand and rules o f engagement.’’79

Accordingly, certain analysts, with the enthusiastic backing of PMF exec
utives, have proposed military provider firms as a new type of peacekeeping 
forces. Their essential belief is that “Private companies . . . can do it faster, 
better, and much cheaper than the United Nations.”80 With the overall dis
satisfaction over the current state of peacekeeping, proponents o f studying 
this idea have expanded to include many traditional supporters o f the 
United Nations, including past commanders o f UN peacekeeping opera
tions, a number of humanitarian advocates, and even Sir Brian Urquart, who 
is considered the founding father of UN peacekeeping.81 There remains, 
however, great institutional opposition to the concept inside both the 
United Nations and the overall humanitarian community, so that it is far 
from certain.82

The advocates’ proposal is that by privatizing aspects of peacekeeping, 
the effectiveness and efficiency of operations might be increased. PMFs, 
lacking the procedural hang-ups that hamper international organizations, 
can specifically target their recruiting at more capable personnel, are less 
threatened by the internal national tensions that plague multinational 
forces, are likely to be better equipped, and can take quicker and more de
cisive action.83

The contrasting examples o f the experiences in Sierra Leone of EO and 
the multilateral operations is the most often cited case for this proposal. The 
private EO operation was about 4 percent o f the UN’s operation in size and 
cost. More important, it is also generally considered to have been far more 
successful. It defeated the rebel force in a matter o f weeks and restored
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enough stability for the country to hold elections, something that the UN 
required years to accomplish.*4

There are three primary scenarios for privatizing peacekeeping, listed 
here in order of those most likelv to least likely to occur over the nextz /
decade. In the first, firms would provide active protection to humanitarian 
workers and their operational assets, such as convoys or warehouses. “The 
business o f providing humanitarian aid has become increasingly dangerous. 
In virtually every part of the world, those providing aid to distressed popu
lations have been robbed, beaten, raped, abducted and murdered.”8"' In 
fact, more Red Cross workers were killed in action in the 1990s than U.S. 
Army personnel.80

Where they once kept PMFs at an arm’s distance, humanitarian groups 
may soon become a vital part of the industry’s customer base. In a recent 
project sponsored by the aid group CARE and the UN Department of Hu
manitarian .Affairs, Janice Stein writes,

NGOs should consider the privatization of security for humanitarian pur
poses . . .  Since the core dilemma humanitarians face is the ability of preda
tors to prey on civilians and NGO staff at will, and since nations and the UN 
are increasingly hesitant to furnish the necessary means to provide that se
curity, it is worth exploring whether in the face of the privatization of assis
tance, the privatization of security is also appropriate.87

Although the ability o f the humanitarian actors to create a consensual en
vironment themselves is severely limited, military provider firms would be 
able to provide site and convoy protection that would allow much more ef
fective aid actions in nonconsensual environments.88 In addition to the di
rect benefit, guarding humanitarian groups and their assets might also 
lessen pressure on outside governments to do something and also prevent 
local insurgents from gaining control of supplies, potentially helping to 
avoid the type of rationales that led to the United States/United Nations in
tervention into Somalia.89 The extension o f this scenario to a broad prac
tice is not all that unlikely. Already, there are isolated instances. At least seven 
UN bodies already use firms such as Armorgroup in security roles.90 Like
wise, the aid group Worldvision received escort from the Sandline/Lifeguard 
operations in Sierra Leone.91 Indeed, since humanitarian organizations op
erating in places such as Somalia have been forced to contract with local war
lords, the more formal business alternative might be preferable.

The second scenario for international organization’s bolstering them
selves by the PMF market is where a firm would act as a “Rapid Reaction 
Force” within an overall peacekeeping operation. In this case, the PMF 
would be hired to provide the much needed “teeth” for peace operations. 
Although smaller in number than the rest of the operation, they would of
fer often underequipped and poorly motivated peacekeeping forces the



backing of their sophisticated military talent.9'2
Whenever recalcitrant local parties break their agreements or threaten 

the operation (such as in Sierra Leone where UN forces were blockaded by 
the RUF rebels), the firms would be the ones that provide the 'muscle’ role 
that the U.N. blue helmets are currently unable to fill. Used judiciously as 
part of longer-term conflict management efforts, they might provide the 
short-term force necessary to stabilize situations at critical junctures in the 
operation.93 The British military  demonstration off Sierra Leone in Fall 
2000, when the UN operation was threatened, provides the precedent for 
how a small force can be critical in both deterring local adversaries and stiff
ening the back of the overall operation.94 In fact, it is privately contracted 
helicopter gunships (which had been hired by EO and then Sandline), fly
ing for Sierra Leone’s government, who are credited with rescuing embat
tled UN peacekeepers there on numerous occasions.95

The third, and most controversial scenario involves privatizing the en
tirety o f an operation. The proposal is that, when states choose not to un
dertake humanitarian interventions and UN forces are neither ready nor 
willing, the operations would be turned over to private firms.9*’ On their 
hire, the PMFs would deploy to a new area, defeat any local opposition, set 
up infrastructures, and then, only once the situation was stabilized, poten
tially hand over to regular UN peacekeepers.

Although it may sound quite extreme to some, in fact, this very scenario 
was a live option during the Rwandan refugee crisis in 1 996. It was discussed 
both inside the UN and at a U.S. National Security Council session that, in 
lieu of UN peacekeepers whom no states were willing to supply, the EO firm 
be used to create a secure humanitarian corridor. The plan was dismissed 
when the question of who would actually pay the bill was raised.97 At the 
same time, a separate ‘business pitch’ on behalf o f Sandline was made to the 
U.S. Secretary o f the Army by his former business associates, now working 
on behalf of the firm; it was also turned down after being forwarded to 
higher levels of decision."

EO, in fact, had already performed a business exploration of whether it 
had the capacity o f intervening into Rwanda, doing so internally at the time 
of the original genocide in 1994, w hich killed well over 500,000 people. In
ternal firm plans claim that EO could have had armed troops on the ground 
in 14 days and fully deployed 1500 personnel, supported by its own air and 
fire support, in six weeks. The concept of the operation would have been 
the creation of “security islands” that would be used to provide safe havens 
for refugees and disaster relief. Figure 1 l . l  illustrates the structure o f theft ft
proposed force.

The estimated costs for a 6-month operation would have been $600,000 
per day ($150  million total) and possibly hundred of thousands of people 
might have been saved." This private option compares quite favorably with
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the eventual UN operation that deployed belatedly after the killing, and 
primarily in a humanitarian role. The UN operation also ended up costing 
approximately $3 million per day, more than five times the cost o f the pro
posed privatized intervention.

The concept o f the private sector profiting from peace operations has the 
potential to radically transform the very nature o f UN peacekeeping, opening 
up all sorts of new options. For example, firm executives have even proposed 
the use of PMFs to retake foreign cities, such as Mogadishu, Somalia, that have 
been lost to warlords and lawlessness. The firms would stabilize them and turn 
them over to local or UN administration after the level of conflict is reduced, 
thus allowing failed states to rejoin the international system.100

The critical question, however, is that even if the firms might be more ef
ficient than UN operations, do they provide a long-term solution to conflict 
resolution? The key to any durable peace is the restoration of legitimacy, in
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particular the reconstitution of control o f organized violence to public au
thorities.101 Unfortunately, if peacekeeping is privatized, the “companies be
come a temporary means of propping up the existing order, but do nothing 
to address underlying causes o f unrest and violence.*’ 102

In the end, privatizing peacekeeping could provide huge potential and 
certainly greater flexibility to the UN, but it is important to realize that these 
potential gains come at the risk of all the dilemmas raised in the rest of this 
work, particularly those in chapters 10 and 14. The firms may be hired to 
act on behalf o f the international community, but, being profit motivated, 
will potentially operate quite differently. Moreover, military provider firm 
employees are often untrained in the culture of peacekeeping, tending to 
come from elite forces fundamentally about combat, rather than peace
keeping.103 The difficulties o f integrating a better-paid private force within 
a larger UN force also have been unexplored by the proponents o f the plans. 
There would likely be high resentment among the peacekeepers towards the 
PMFs, which could risk suboptimal outcomes on the ground. Finally, many 
of the arguments made against the United Nations having its own standing 
army would also apply as well to it having a private army (including issues of 
Security Council dominance by a small number o f states, UN command and 
control, and risks of the force getting stuck in potential quagmires).

If the United Nations does forge ahead with privatizing peacekeeping, a 
particular worry would be if it primarily relied on contractual limitations to 
bind the firms. This would risk premature withdrawal by the forces, without 
consideration for the political costs and risks to those depending on their 
protection or, even worse, the firm acting to extend a contract by prolong
ing the conflict.1(M It is important that clear mechanisms of accountability, 
control, and transparency of the firms be in place. In particular, there must 
also be assurances of corporate independence (i.e., only using firms ex
pressly unlinked to other business networks that might warp their motiva
tions); the maintenance of competition to ensure quality and replacement; 
clear standards to ensure a quality product; outside vetting of personnel; the 
attachment o f independent observer teams; and, the requirement that firm 
personnel place themselves under the jurisdiction of international tribunals 
for any violations of the laws of war.i

T H E  E M P O W E R M E N T  O F P R IV A T E  IN D U S T R Y

In each of these previous situations, private companies are active in the 
realm of international security and their employees are taking larger roles 
within the military environment. This risks the potential overempowerment 
of private industry, where greater military effectiveness may be distributed 
across the international system to harmful ends.

One implication may be particularly relevant with military provider sec
tor firms operating within weak states. If linked with broader corporate al
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lies or clients, it could manifest itself as corporate imperialism. One has to 
remember that, even in the United States, big industries were dominions 
apart until the end of the 19th century. They had their own armed forces 
and enforced their own laws, often with great abuses. Indeed, the eventual 
preponderance of public law is only a 20th century achievement.105

The one aspect that formerly limited the power of multinational corpo
rations was their physical weakness, which kept them dependent on the lo
cal state and only able to operate in /ones of relative stability. This security 
was provided by the state, meaning that their operations and even survival 
as a viable business were conditional on the local state carrying out its re
sponsibilities.100

Today, this limit no longer necessarily holds true. PMFs possess a capac
ity for armed force that rivals and even surpasses local state functions. They 
can transfer this to their multinational corporation clients. Thus, multina
tional corporations and their allied private military firms now7 have the ca
pability to engage in what they term “security-led investment,” in which the 
physical weakness o f the local state is irrelevant to their business operations.

A number of multinational corporations have already created bastions 
within weak states or situations o f internal conflict, protected by their own 
armed forces hired from military provider sector firms. Unfortunately, the 
interests o f such empowered corporations are often not in line with those 
of the local society or government. PMFs could thus act as leaders in a new 
corporate dominance, or as the UN special rapporteur put it, “the multina
tional neocolonialism of the twenty first century.” 10' At the very least, as ex
plored in chapter 14, such protected corporate bastions provide security 
only to rich outsiders and act to deflect threats onto poorer, and thus less 
protected, portions of local society.

Private firms reject this thesis o f a new type o f corporate imperialism, not
ing that generally they have been invited in by legitimate governments.1(W 
Such a response, however, misses the parallel to 19th-century imperialism, 
which also usually began when a weak ruler requested the original inter
vention.100 In a manner, PMFs and their corporate sponsors can be viewed 
as exploiting pow er struggles for financial gain, the hallmark of an imperial 
past. Their frequent integration into large financial holdings and intricate 
contractual bonds makes the linkage even more telling.110

That powerful outside business interests often have a certain measure of 
control over the actions o f the weak local state is generally accepted; private 
military firms, however, continue the potential reach of their control to the 
military realm. Already, a number of transnational corporations have been 
linked to violent conflicts, including providing equipment and support to 
local military forces that do their bidding, in order to expand their own busi
ness interests.111 PMFs represent the next logical step in the services side, 
and, as such, become simply a more direct extension of the power of out
side corporations. Although such scenarios may sound preposterous to



MARKKT DYNAMI SM AN D  GI .OBAI.  D I S R U P T I O N S  1«C)

those residing in secure, established states, it is important to remember that 
a number of PMFs possess skills and forces on call that are often greater, or 
equal to, those o f many military forces in weaker states. Many consider the 
firms to be “powerful enough to dislodge any government in Africa” and 
thus a real concern for any local authorities that dare to challenge them.112

With this expansion of corporate interests and power, an increased dan
ger also arises that PMFs and their corporate allies will come into conflict, 
not just in a business sense, but also through means of violence. The fre
quent warfare that occurred between the various mercantile companies in 
the l boos and 1700s provides a worrisome historic precedent.1,3 With new 
capabilities, widely divergent interests, and great sums of money at stake, 
corporate forces might again enter battle, further expanding the privatiza
tion of war. In fact, this scenario may already have occurred. EO is rumored 
to have engaged forces o f Omega Support Ltd. in Angola. Violence among 
firms has also been reported in the DRC and Sierra Leone, often over com
peting mining claims.1 M

Likewise, it is easy to envisage situations where military provider forces 
might engage forces managed by advisory firms or even target the backing 
given to an adversary by a support sector firm. Even the possible privatized 
UN operations (for instance, if they were to be sent to the DRC) could find 
themselves facing private soldiers on the other side, in effect the complete 
proxyization of war. For the United States, the implications o f such a system 
raise an array o f foreign policy questions that seem almost too fantastic to 
consider.

In a system where corporations or cartels have their own power that tran
scends the strictly economic, the United States will have to decide what sort 
of relationship to have with transnational corporations or multinational car
tels. Should, for instance, the United States consider signing treaties, per
haps even non-aggression pacts with powerful corporations? And, if the 
corporations do appear to pose an actual challenge to the power of the state, 
should the U.S. Government pursue a strategy designed specifically to pre
vent the accumulation of non-economic power by corporations? And, what 
should U.S. policy be toward transnational security companies such as the 
highly successful Executive Outcomes composed of former South African 
soldiers. Clearly if power continues to accrue to transnational corporations, 
the United States will have to rc-lhink some of the basic tenets of its approach 
to security and world politics.1 ,r

As this alludes to, an added danger of greater private power is the risk 
that empowered corporate actors themselves will become competitive not 
only with weak local states, but also to the national interests of other pow
ers, including even their own home states. Transnational corporations often 
possess interests that diverge from those states where they were originally 
based (such as which partners are appropriate to trade with, or which local 
leader should be in power). Even when their home is a powerful state, some
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have chosen to act against the home-base interests. Examples o f American- 
based arms manufacturers and technology firms that sold their goods to for
eign enemies of the United States abound; nothing would seem to make 
PMFs, who have even less oversight on their services, any different.

Obviously, the likelihood of a corporate-military nexus challenging pow
erful states is a distant scenario, but historic precedent certainly exists for 
private business enterprises to become direct military competitors of states, 
even those from their own homelands. For example, in a dispute over terri
tory their joint forces had seized in India, the East India Company block
aded British troops, while the Hudson’s Bay Company once fired on a Royal 
Navy squadron to drive it away from its harbors. Likewise, the Dutch East In
dia Company claimed its own sovereign right to sell territories to the ene
mies o f the United Provinces.11 '’

PMFs argue that they have been proven to act responsibly within national 
interest. But, as explored in greater depth in chapter 14, they are also re
sponsible to their clients. Thus, the possibility always exists that profit inter
ests and national interests may come into conflict, with little guarantee that 
the firm will not follow its paying client, at the expense of its former home
land. Moreover, responsible choices in the past provide no certainty that cor
porate policy will not change in the future (perhaps in an economic 
downturn or if the client pool shrinks). These firms possess skills and capa
bilities that bring them onto the level of state functions; there is no assur
ance that they will not attempt to rival them for the right price.

C O N C L U S IO N S : T H E  N E W  P O W E R  O F T H E  M A R K E T

In sum, although a near explosion in the extent and range o f privatized mil
itary’ activity has occurred around the globe, analysis has not kept pace. The 
theorized system of hard “billiard balT states may gradually be replaced by 
a multilayered international order resembling that o f previous eras.1 17 Con
ceptions o f the international security environment exclusively based on the 
sole power of states miss out on some of the important changes that the pri
vatized military  industry portends. The result is that states in the current 
global system may be like dinosaurs toward the end of the Cretaceous pe
riod: powerful but cumbersome, certainly not superceded, but no longer 
the unchallenged masters o f their environment.1 lf

The marketplace of violence presents a number of potential changes 
upon international security, effecting both the possible means and out
comes of conflict. And, the PMF phenomenon is onlyjust emerging. The ev
idence so far indicates that the industry will grow in size, scope, activity, and 
resultant influence within the international security sphere. Thus, it is im
portant to be attuned to both PMFs’ presence and possibilities.
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12 Private Firms and the 
Civil-Military Balance

All members of society have an interest in its security . . . but the officer 
corps alone is responsible for military security to the exclusion of all 
other ends.

—Samuel Huntington, The Soldier and the State: The Theory 
and the Politics of Civil-Military Relations, 1957

The balance of soldier and state has traditionally been delicate. On 
one hand, a government requires an effective, functioning military
for its survival. Civilian leaders must give trained military officers 

both the leeway to make proper decisions and the resources to accomplish 
their tasks. To do otherwise is to risk domestic stability or provoke external 
aggression. However, just as a strong military apparatus can be the bulwark 
of state security, it can also become a risk to the regime itself. Maintaining 
proper control o f the military is a key priority o f governance, one that is par
ticularly difficult in weak or developing states, where power often comes 
from the barrel of a gun.

The introduction of a third party into the mix, specifically private mili
tary firms, only further complicates the situation. Even in stable countries, 
where the risk o f military coups or mutiny is relatively unthinkable, the rise 
o f the privatized military industry raises concerns about the relations among 
public authorities and the military apparatus. PMFs not only reshape the in
stitutional balance of regime and military, but can also have an almost shock
ing impact on civil-military relations.

“ O P E R A T IO N  C O N T R A V E N E ” : A L T E R IN G  T H E  C IV IL  M ILIT A R Y  B A L A N C E

The case o f “Operation Contravene” in Papua New Guinea (PNG) illustrates 
just how cleeplv PMFs can alter the traditional balance between civilian pol
icymakers and their military leaders. PNG is an island nation located in the 
Southwest Pacific near Australia. During World War II, these islands were 
the site o f some of the fiercest battles between the Allies and the Japanese. 
PNG is a relatively poor nation, highly dependent on foreign aid and with a

9
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population of around 4 million people speaking some 7 15  different lan
guages, one of the world’s most ethnically fragmented countries.1

The vast majority o f political power in PNG is centered on the namesake 
island of New Guinea and the capital city of Port Moresby. However, for most 
of PNG’s short state history, the primary export was copper mined on the is
land of Bougainville over 800 miles away. Almost 45 percent of the net ex
port for the entire nation came from Bougainville’s massive Panguna copper 
mine.

In the late 1980s the relationship among the islands began to fall apart. 
A secessionist movement led by the Bougainville Revolutionary Army (BRA) 
began; the central issue was local displeasure over the environmental impact 
of the mine and generous financial packages given to outside mining 
groups. The dispute quickly became violent. Although the armed rebels 
never numbered more than tooo lighters, the combination of their local 
support, the difficult jungle and mountainous terrain— perfect for an in
surgency, and the weakness of the Papua New Guinea Defense Force 
(PNGDF) meant that the central government was unable to re-establish con
trol over Bougainville. In the fighting that ensued over the next decade, 
more than 10,000 people died and 35,000 were displaced, quite high num
bers considering the relatively small population on the island.

The PNGDF was usually short of pav and ill-equipped for the war. For 
heavy weaponry, the whole army had only a small number of armored Land-
rover trucks and some mortars. It also had some old Vietnam-era Huev trails-/
port helicopters, given by the Australians, but the PNGDF was expressly 
forbidden to arm them.2 Despite entreaties to outside powers for assistance, 
none was forthcoming. Australia, its former colonial ruler, vacillated in its 
foreign policy toward PNG. It provided limited military and general aid, but 
denied the PNGDF any specialist training or sophisticated weaponry. It also 
worked diplomatically to block any other equipment transfers from other 
Western states.3

By late 1996, the PNG government headed by Prime Minister Julius Chan 
began to grow desperate. A recent offensive designed to end the war had in
stead been a massive failure and a number of PNGDF troops were taken 
hostage. National elections were impending and Chan’s governmentwas un
der great pressure either to end the war, or at least show7 progress. The re
sult was “Operation Contravene.”

With no hope of outside aid from allies, the government began to test the 
privatized military market. The PNG government hired Sandline Interna
tional, a London-based military provider firm, to bring order to Bougain
ville. Interestingly, the initial meeting between the client and firm included 
not only PNG government officials and executives of Sandline but also rep
resentatives o f the mining firm Branch Energy- Ltd, who reportedly dis
cussed linked investments in the mining sector.4

In January 1997, a deal was struck. Sandline was contracted to train the
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PNGDF's Special Forces ancl gather intelligence on the BRA. Once these 
were completed, the firm would conduct offensive operations to render the 
BRA ineffective, retake the Panguna mine, and provide any necessary fol
low-up operational support (the text o f the contract is available in Appen
dix II).5 The contract was approved by the PNG National Security Council, 
an executive branch body, but importantly without either public discussion 
or parliamentary notice.

After a $  l .3 million “discount” was negotiated, the overall contract amount 
came to $36 million dollars, half “up front” and half to be paid within 30 
days o f the firm’s deployment. The contract amount was equivalent to 
roughly 150 percent o f the PNGDF’s yearly budget.6 This massive expendi
ture contrasted with the lack of support the PNGDF received from its own 
civilian leadership and, as a result, enraged its troops w hen it became public.

The sources of the contract monies were twofold: the use of unauthorized 
budgetary cuts, and the nationalization and sale of the Panguna mine. Given 
the fact that the mine was in rebel territory at the time and similar arrange
ments had been made in other PMF operations in Africa, many theorize that 
a broader arrangement had been reached. They surmise that Sandline or, 
more likely, connected financial holdings (the Branch Heritage Group) 
would receive a share of the mine’s ownership (either directly or through a 
‘sweetheart deal’) and thereby have a financial stake in its security.7 Adding 
fuel to the suspicions is a later revelation that the former Papuan minister 
o f defence had $500,000 paid into his bank account five days after the con
tract.8 It is believed he may have acted as a conduit for bribes to other min-j
isters. Significantly, the PNGDF force commander. General Jerry Singirok, 
had also been receiving bribes in roughly the same period (whereas, in his 
case from a competitive arms supply company, JS Franklin, which did not 
want Sandline to win the contract).9

The contract entailed that Sandline would provide a 1 G-man training unit 
that would later be rolled into a larger company-sized force. This “strike 
force” would combine a special forces ground unit, with its own air and fire 
support, including two Soviet-made Mi-24 attack helicopters, two Mi-17 as
sault helicopters, six rocket launchers, and several grenade launch systems. 
It would also have its own electronic warfare, intelligence, and medical ca
pabilities.

The increase in firepower and tactics envisioned by Sandline would have 
entailed a massive escalation of the conflict. They included a plan to de
capitate the BRA by targeting its individual commanders and then next 
“mopping up the enemy” (in the words of the firm’s operational plan).10 In
dications are that the Sandline personnel expected to engage in heavy fight
ing. with large amounts of ammunition being brought in and company 
representatives inquiring to hospitals in the region about their facilities for 
handling casualties.1 1

In an interesting attempt at avoiding any possible external prosecution
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for mercenary activities, the contract stipulated that Sandline personnel be 
deputized “special constables,” sworn in as PNG police officers, but given 
military rank. This provision meant that although they were not Papua New 
Guinea citiz.ens, they would nevertheless have the legal authority to carry 
weapons, arrest local citizens, and act forcibly in “self defense” (to be inter
preted by the firm itself).

Excepting its overall commander, Colonel Timothy Spicer, retired, and 
founder o f the firm, the majority o f the actual troops Sandline delivered to 
PNG were later discovered to be employees o f EO. Spicer claims that Sand
line subcontracted out to the South African firm because his new firm lacked 
immediate manpower. He also cited a need for black soldiers, so it would not 
look like white soldiers were running the entire show.12 When the linked fi
nancial holdings between the two firm’s principals are taken into account, 
along with the fact that Nic Van Den Bergh, EO’s president and later tactical 
commander o f the PNG operation, signed the original contract, the sub
contract with EO may instead have been a case o f intra-firm trade.

It was not until the Sandline troops arrived on the ground that the civil- 
militarv balance in PNG teetered out of control. The local military s con-i /
cerns with the contract and the privatization of their war were manifold. Its 
leaders felt:

• the money would have been better spent on itself than on the outside firm,
• the hire of Sandline was not only insulting to their professionalism, blit also 

an infringement on national sovereignty,
• the close tics that Sandline’s executives established with the civilian lead

ership had supplanted local military commanders’ positions,
• any potential backlash against the firm's operation would instead remain 

with the local military, who had to deal with the conflict in the long term, 
and,

• the firm might become a palace guard and be used to dominate the local 
military.n

In March 1997, the situation crossed the brink. The overall PNGDF com
mander, General Jerry Singirok, publicly condemned the regime’s contract 
with Sandline as corrupt and a wrongful devolution of proper public au
thority. He also cited the escalation o f bloodshed and civilian casualties that 
the PMF’s operation’s likely would entail.H He called on President Chan, 
his civilian commander in chief, to resign. Chan responded by firing Sin
girok and announced that the general would be charged with sedition. At 
this point, Singirok ensconced himself in his barracks, surrounded by loyal 
military forces. The two began to engage in a public war o f words, with the 
majority of the army siding with its longtime commander.

Details o f the Sandline contract were then leaked to the public. Although 
demonstrating that Singirok actually had known about the contract before
hand, the level o f force anticipated in the forthcoming operations shocked
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the Papua New Guinea public. Facilitated by the military, demonstrations 
broke out in the capital city. They quickly escalated into violent riots in sup
port of the military that the civilian regime sought to put down. There were 
raised tensions between the military and other security forces, that stayed 
loyal to Chan, including armed face-offs between the two that took place 
within the context o f the public demonstrations. The usual civil-military and 
society-state relations had completely fallen apart.15 Fortunately, a full-scale 
civil war was averted. Chan’s civilian regime soon backed down and resigned 
in favor o f an interim government.

During this period, Sandline personnel, whose heavy weapons were still 
in transit, stayed outside o f the fray. Once President Chan resigned. Sand
line personnel were quickly flown out o f the country (except Spicer, who was 
detained on a minor weapons charge, to ensure his testimony in the fol- 
lowingjudicial inquiry).l The termination o f operations was so abrupt that 
the helicopters and other heavy arms bought for Sandline to use on Bou
gainville were stranded in transit. As the national budget had already been 
tapped for the equipment, the PNGDF was then left with the problem of 
what to do with the stranded shipment of weapons, which it had neither the 
money nor skills to operate, let alone maintain. Ultimately, the bulk o f the 
weaponry and ammunition was either sold off or dumped at sea.

Sandline never completed its mission and the original contract had ques
tionable legality, since it was signed without parliamentary approval. So, the 
new regime that had replaced Chan’s balked at paying the second half of 
the $36 million. However, the firm retaliated by suing the PNC government 
and put a lien on the state’s assets, including securing court orders for the 
seizure of the Papua New Guinea’s diplomatic missions in the United States, 
the Philippines, Germany, and Luxembourg. It also put a claim on the bank 
account into which European Union trade payments to the country-were de
posited. The two parties went to an international arbitration panel, set up 
under a clause in the contract. The panel agreed with the firm’s position 
that a change of regime did not relieve the new PNG government from the 
previous government’s commitments. Eventually, PNC paid the full amount, 
as the lawsuit was threatening investor confidence and risked a much needed 
$250 million international bond that it was set to issue.17

The paradoxical impact of “Operation Contravene” and the ensuing 
mutiny is that, ultimately, the crisis gave room for moderates on both sides 
o f the Bougainville conflict to negotiate. Given the military’s demonstrated 
lack of capability to defeat BRA, its action against Sandline foreclosed the 
military option to end the civil war. The mutiny by the PNGDF, which likely 
prevented a bloodbath on Bougainville, also demonstrated to the BRA that 
all parties on the government side were not inherently set on its destruc
tion.18 A negotiated power sharing solution was achieved, implemented by 
international observers. In the inquest after the revolt, three o f the military
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officers involved were found guilty of mutiny, and Singirok, its leader, was 
barred from future office for accepting bribes from the competing arms sup
plier.

IN S T IT U T IO N A L  B A L A N C E  A N D  T H E  P R IV A T IZ E D  M ILIT A R Y  FIRM

Although democracy appears to have survived in Papua New Guinea, this 
episode offers important insight. PMFs can impact traditional paradigms of 
civil-military relations in ways unexpected by both policymakers and theo
reticians.

From its very beginning, the underlying basis of current civil-military re
lations theory has been fairly simple. Essentially it is a story o f balancing 
proper civilian control with the military professionals’ need for autonomy 
to do their jobs properly.19 Although ongoing debates over where exactly 
these lines o f control should be drawn, the whole o f civil-military relations 
theory, regardless o f its viewpoint, sticks to this general assumption of a du- 
alistic balance between soldiers and state. Presently, civil-military relations 
theory does not fully account for any potential role of external, third-party 
influences on this two-sided structure.

Very little exploration of the impact o f outside actors on civil-military re
lations or regime survival has occurred, and certainly no studies have been 
performed on corporate military actors in this role.20 This general absence 
of study has been somewhat justified, in that the role of outsiders has often 
been muted in modern civil-military relations. Only 4 percent of the mu
tinies and coups that have occurred involved foreign military intervention, 
and these were primarily by superpower or colonial patrons, who are even 
less likely to do so in the present context.21

However, civil-military relations and questions o f what conditions stabi
lize or destabilize internal relations remain of marked importance to strate
gic affairs, particularly with the continuing pervasiveness of coups as a means 
of power transfer in developing regions. Although the rate o f violent gov
ernment overthrow hit its high point in the lyfios, it still remains a real risk 
in the 2 1st century.22 Among others, the military coups in Pakistan, Fiji, and 
Cote d ’Ivoire in 2000 all serve as reminders that political succession by ex
traconstitutional means is as likely as ever. Considering the relative decline 
in interstate wars, the real danger for many regimes still lies within.

Coups may remain important, but does a need exist to explore any pos
sible link to PMFs? Although they possess great skills, few military firms are 
able to muster forces above the size of a battalion-level task force. An argu
ment can thus be made that the small personnel size o f PMFs (relative to the 
thousands o f soldiers in the local military) should limit their impact. If so, 
their discussion in the context o f civil-military  relations would be unneces
sary.
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Experience thus far proves otherwise. Despite the relatively low numbers 
o f employees involved, PMF operations helped turn around entire conflicts 
in Angola, Croatia, Ethiopia, and Sierra Leone. As “Contravene” evidenced 
in Papua New Guinea, they also can greatly affect the balance of soldier and 
state. The reason is that the introduction of even a small group of highly 
skilled outsiders “can be a significant factor in many developing countries, 
given that coups have often been effected with just a few scores or hundreds 
o f combatants.”2-5 As examples, successful coups in Gabon, Seychelles, 
Ghana, and Benin all involved forces numbering in the low hundreds 01- 
even less. Similarly, large, advanced states such as South Korea have experi
enced successful military coups that involved less that l percent o f their to
tal military forces.21 In essence, the use of force in coups operates as a 
tipping balance. Given the right combination of disposition and opportu
nity, a successful coup requires only minimal numbers o f supporters, as long 
as they are located in the right places. PMFs certainly can have something 
to say about any of these.

P M FS A N D  T H E  T H R E A T  T O  C IV IL  B A L A N C E

PMFs’ influence on civil-military relations is primarily dependent on the 
type of firm and the circumstances o f its deployment. As a result, two pri
mary amendments o f civil-military theory are required in order to incorpo
rate private military firms.

The potential for private firms to disrupt civil-military relations is most 
contingent on the type of firm and the context o f its contracting. In a stable 
relationship between regime and military, the introduction of firms in the 
provider and consultant sectors threatens the institutional balance, in a 
number o f ways, summarized in Amendment 1 (Table 12 .1) . For the most 
part, the possibility of negative PMF influence depends on whether the pri
vate firm supplants core public military- positions or roles.

The hire o f a PMF can have a potential negative influence on the status 
of the local military and thus a potential disruption to civil military relations. 
When private firms are contracted for military roles, usually at the decision 
of the civil government, it is often taken as proof of the failure o f the local 
military to carry out its own responsibilities properly in the first place. It is 
thus frequently perceived as a vote o f “no confidence” by the regime. Mili
tary leaders often see it, as in the words o f one PNGDF officer, “a defeat to 
get someone else to come and fight for you.”2; Equally, the inadequacies of 
local armies can be thrown into sharper relief by an outside military firm’s 
hire. Their prestige, political leverage, and access to resources all might be 
sharply reduced by their evident inability to perform the functions that jus
tify their existence.2*5

Accordingly, by negatively impacting on the status o f the local military,
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Table 12.1
Amendment 1: Provider and Consultant PMFs Will Be Destabilizing to Civil- 
Military Relations if:
A) They impinge on the local military s prestige,
B) Their line employees receive higher pay than local soldiers for similar tasks,
C) They are kept separate and distinct from the local force rather than being 
integrated,
D) Their officers are placed in command positions or stand in the way of 
normal promotion tracks,
F.) And/or if they enact programs that threaten the local force with obsolescence 
or demobilization

PMFs can be interpreted as a threat to the local military’s position in soci
ety. This can create a disposition on the part o f the local military, or some 
disaffected group within it, to act. Hire of a PMF is not only read as an ero
sion of state sovereignty but also taken as an erosion of the military s place 
as the institution designed to maintain it. This aspect is critical to coup risks. 
A military’s “corporate spirit.” its self-considered autonomy and prestige, is 
extremely important to morale; if threatened, it can be an impetus for ac
tion against its own regime.27

The firm’s entrance as a third party tied to the civilian leadership may also 
leave military leadership feeling isolated or excluded from the inner circle 
of power, causing further resentment.28 Military bitterness at exclusion and 
lost prestige, resulting from the introduction of new parallel forces, has been 
the driving force behind many coups throughout history.29 Specific to PMFs, 
the options taken by local armies opposed to their hire have been pre-emp
tive action, as what happened in Papua New Guinea in 1997, or strategic ac
quiescence, a tactic taken by the Sierra Leone Army, also in 1997. In the 
latter case, the military leadership chose to bide its time after the govern
ment hired EO. Then, once the private firm was out of the country and the 
regime lacked its private protection, the army toppled the government. In 
fact, the army leadership worked in connivance with the rebel forces that it 
wits supposed to be fighting.

Military coups are also often initiated to protect parochial interests or be
cause of the personal complaints o f military leaders. '0 In fact, historical stud
ies reveal that individual, monetary-related grievances, such as reductions in 
pay or business access, are the catalyst o f roughly 33 percent of all military 
coups.51 Thus, if the firms are perceived to receive better financial benefits 
or threaten military personnel’s future standing, the hire of PMFs may also 
foment bitterness within the national army, and perhaps revolt.52

Although their personnel numbers may be small in comparison to the lev
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cal militaries, the relative economic costs related to contracts with PMF hir
ing are often quite high. In order to afford them, funds must often be di
verted and military budgets cut, causing further antagonism. For example, 
months after the suspension of the Sandline operation, the PNGDF’s chief 
of staff complained that the expenditure on the PMF had left his force so 
short of funds that it was having trouble feeding its troops.33

The pay that PMFs offer also usually far surpasses the pay that personnel 
receive in comparative positions in official state militaries. For example, the 
salary for employees o f the EO firm was as much as 5 times that of those in 
the South African militan', where it was based, and 1 o times that of the client 
militaries it worked alongside. PMF personnel also tend to arrive with 
vaunted military backgrounds and superior military equipment compared 
to what the more modest local force had access to. Such advantages are of
ten the reason firms were hired in the first place, but also can also exacer
bate local military bitterness.3'4

The combination of these tensions and resentment certainly might lead 
the local military to action. However, even if no formal revolt or coup is 
planned, hostility can still boil over into violence on a smaller scale. In a con
tract during the Angolan civil war, for example, reported confrontations 
occurred between EO personnel and Angolan government forces, in par
ticular with the paramilitary “Ninja” unit, although both parties were sup
posed to be fighting on the same side. These not only hampered EO's 
movements, but also are rumored to have resulted in at least one shootout 
between elements of the two forces. Similar incidents occurred during a con
tract that the firm had in the civil war in the Democratic Republic o f the 
Congo (Zaire). The historical cases o f placing better-paid, hired forces 
alongside lesser-paid, local public forces also do not bode well. For example, 
Swiss regiments serving in the French army after the Napoleonic wars were 
paid 200-300 percent more than the ranks in regular French regiments re
ceived. Several times they got into full-scale battles with French units based 
nearby. Ultimately, the tensions boiled over into a catalyst for the 1830 re
volt that toppled Bourbon rule.3;

In addition to disparities in pay scales, outside hired officers might also 
be interpreted as standing in the way of advancement o f local officers, ef
fectively nullifying future career goals. This is a concern more applicable to 
employees o f firms in the military provider sector who take over tactical lead
ership roles, but also may include those from consulting sector firms that 
provide strategic leadership. The historic precedent o f officer revolts cen
tering on this cause range from Egypt in the 1840s to Congo in the lqlios. 
This was also a complaint in the Papua New Guinea case with Sandline as 
well.30

Firms in the consulting sector may also incite resistance from the local 
military by recommending or implementing reform or restructuring pro
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grams. These programs often threaten sections o f the local military with 
obsolescence and ensuing demobilization. Consultants’ hire also might por
tend the disruption of what traditional soldier)' see as the proper ordering 
of their institution and society. Privatized military reform can thus be un
derstood as an attack on very real vested interests and/or local military lead
ers’ professional identity and role in the social order. Historically, a number 
of military  reform efforts led by outsiders, from the Ottoman Empire and 
Russia to Japan and Egypt, resulted in violent internal confrontations.37 Sim
ilarly, the hire of MPRI in Nigeria in l qqq led to heightened tensions among 
the general staff and reports of thwarted coup attempts.38

Other tensions might result from potential organizational incompatibil
ities in training, doctrinal disagreements, unclear chains of command, and 
cultural mores. At the center of all of these are likely to be differing expec
tations o f the respective roles of private and public forces that can create 
misperceptions, mutual negative stereotypes, distrust, status differentials, 
and competition. An exacerbating factor is that foreigners in general, and 
foreign military personnel in particular, often exhibit ignorance of or in
sensitivity toward local customs and institutions; employees o f PMFs are no 
exception.39

In conclusion, the introduction of PMFs can cause harmful consequences 
to the civil-military  balance under the conditions outlined in Amendment 
l . If their hire is handled in a way that threatens the prestige, the autonomy, 
or the corporate interests of the local military, the public force as a whole 
may respond by challenging the firm or the government behind the hire. 
Likewise, personal grievances, prompted byjealousy, blocked careers, or re
form threats, may prompt action by individuals within the local military. In 
either case, the introduction of an outside private military agent can have 
massive consequences for relations between the local government and its 
public force. Even the very rumor that a private firm is to be hired can 
prompt violent action, as it did in the Solomon Islands in 2000.40

R E IN F O R C IN G  T H E  R EG IM E : T H E  C O U N T E R W E IG H T  O F  PR IV A T E  FIR M S

At the same time that they create certain new risks to civil-military relations, 
PMFs also possess the ability to be stabilizing to the overall balance, again 
linked to certain industry sectors, in certain conditions. These are summa
rized in Amendment 2. Much like Amendment 1, the intent is that qualify
ing conditions can be made, without abandoning the core o f civil-military 
theory. In fact, these amendments leverage useful lessons from the findings 
of the standard literature.

A basic dilemma for governments in weak states is how to balance the 
need for capable military forces and maintain these forces’ loyalty. Consid
ering that almost loo successful coups have happened in Africa alone since
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the ic)(3os, leaders’ fear of their own militaries is understandable.41 In some 
cases, leaders try to prevent military coups by ethnicizing their militaries, 
that is, by filling them with ethnic or tribal kin groups. Others try to defeat 
the risk by intentionally weakening their own militaries’ capabilities. For 
many, however, a tried solution has been to create a counterweight, in the 
form of a private army or rival paramilitary organization that is used to check 
and balance the threat from the local military. In fact, the current literature 
on civil-military relations within developing states indicates that such coun
terweights are one of more successful means of maintaining weak regime 
rule.4-

Units o f foreigners often serve as these counterweights.43 In particular, 
autocratic rulers have long surrounded themselves with palace guards made 
up of foreigners, including such notable historic examples as Byzantine 
Varangian guard made up of Vikings, the French kings’ Scottish and Swiss 
palace guards, the Spanish dictator Francisco Franco’s Moors, and Con
golese ruler Mobutu’s Moroccans.

It is in this role that military provider firms are attractive to beleaguered 
regimes. Much like the dogs o f the character “Napoleon” in George Orwell's 
book Animal Farm, they can be used to intimidate and deter any attempts at 
domestic challenge, even by the local military. Contracting with private firms 
allows vulnerable leaders to rid themselves o f perceived unreliable officers 
and marginalize units that have become a rogue militia o f rivals.44

The record of PMFs thus far indicates that they provide an effective 
means for regimes in immediate danger to stay in power. For example, EO 
is generally credited with stopping at least two coup attempts against the gov
ernment regimes that it supported in Sierra Leone (see chapter 7). The ac
tions following these coup preventions provide further evidence of the 
impact a capable PMF can have, and what occurs when this counterweight 
is lost. In late 1996, the newly elected Kabbah regime in Sierra I.conc de
cided that it no longer needed the firm’s military assistance. The firm, in 
turn, warned their client that without its support the civilian government 
could not expect to last longer than too days. Nevertheless, the regime 
chose to terminate the contract. Disgruntled army officers toppled the 
regime on the 95th day. Only after the regime hired Sandline (another mil
itary provider firm) was it able to rc-seiz.c power. Similar circumstances are 
reported to have occurred in Congo-Brazzaville, where the hire of the Israeli 
firm I.cvdan in 1994 allowed a new president to create a new force loyal to 
him and replace military units, loyal to the former leader, that he did not 
trust.45

It is also possible that the hiring of firms in the consulting sector might 
mute the risk o f coups, specifically in conditions where they can safely re
structure civil-military relations. Samuel Huntington, one of the founders of 
civil-military theory, argues that two things establish long-term civil-military
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stability: enhancing the capacity and professionalism o f militaries (that is, 
focusing military attention on functional specialization and the strategic 
and technical demands of warfare, rather than on local political concerns) 
and strengthening the institutions that exercise oversight of the military.40 
Military consulting firms can help accomplish both of these, through con
tracts that provide military training and restructuring assistance to military 
bureaucracies.

As evidence of their potential good works, consultant firms often make 
pointed reference to contracts they administer that train military officers 
how to exist within a civilian-run democratic system. MPRI, for example, of
ten extols its present contract in Nigeria, where the firm has been hired to 
help “reprofessionalize” Nigeria’s military after decades of failed military 
rule and corruption. As part of this contract, MPRI produced ()2 specific rec
ommendations on wavs to restore the professional stature that the Nigerian 
military enjoyed in the past and create a civilian oversight structure. These 
recommendations include plans for establishing an office, with functions 
similar that of the Pentagon’s Office o f the Secretary of Defense, which 
would construct a budget, establish regular pay, and formulate a national 
strategy.47

This dual contract illustrates an important proviso, however. PMF-led pro
fessionalization programs will likely not guarantee the aimed for results 
unless balanced with efforts to bolster oversight mechanisms. Without over
sight, evidence demonstrates that professionalization programs in transi
tional or developing states tend to backfire and might even promote a 
tendency to launch more coups.48

A few conclusions can be drawn from the limited evidence available. Ac
ceptance of outside training is more likely in newly formed militaries or in 
those forces held under subjective controls (that is, infused with the partic
ular values o f the regime, either as the result of past struggle or as a result 
of its place as the political party’s army) than those with longstanding mili
tary traditions.4'1 Local militaries also appear more amenable to PMF con
sultant assistance if they have faced defeat in war, or some other shock has 
shaken their worldview and caused them to realize their need to change. For 
example, the militaries o f Bosnia and Croatia were quick to accept hired 
consultants’ advice, whereas Nigeria and Colombia, who felt they still had 
the situation well in hand, were not. Another mitigating factor may be the 
firms’ instruction in new military technologies, used as a kind of carrot to 
win over professional military- opposition, by appealing to their functional 
desires.-’0

Although having less ef fect than the other forms, firms in the military sup
port also can act to reinforce the civil-military balance. Their role in out
sourcing can pull the local military out o f secondary functions which have 
commercial equivalents and often result in corruption. As was seen in dur-
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Table 12.2
Amendment 2:
PMFs Will Be Stabilizing to Civil-Military Relations If:
A) Provider firms are able to counterweight immediate local threats,
B) Consultant firms can act to professionalize the local force under civilian 
controls,
C) Consultant firms’ hire enhances the local military’s status,
D) Support firms help move local militaries out of commercial functions, 
F.) And/or they help release demobilization pressures.

ing Mobutu’s rule in Zaire, rampant corruption can result in the formation 
of independent power bases and broad military disaffection with the system. 
Lower-level leaders often refuse to perform roles without pay-offs and the 
regime’s power remains in constant crisis. By taking over these functions, 
military support firms thus lower the internal military competition for self
enrichment. However, much like with the contracts in the consulting sector, 
there are certain limitations. Rather than wholesale privatizing, a gradual 
turnover is more likely to ensure stability. This way, the introduction of the 
firm is not seen as an immediate and overwhelming material threat to local 
leaders.

Finally, an added way that the general presence of the industry might act 
to stabilize civil-military relations is not linked to any one private military sec
tor, but actually results from the industry’s effect as a pressure release valve. 
By providing a new professional outlet for disgruntled military forces, PMFs 
can indirectly weaken the risk of domestic opposition. In short, a number 
of nations are quietly happy about the emergence of the new privatized mil
itary industry, as it is an alternative way to keep demobilized or recently re
tired soldiers busy. Although regular unemployment is always a concern to 
governments, unemployed former soldiers possess skills that, if they become 
disaffected, can make them uniquely dangerous and disruptive.

South Africa is a prime example of this factor. Given the checkered his
tory of the soldiers who had served in the elite units of the apartheid-era 
South African military, the new African National Congress (ANC) govern
ment in South .Africa led by Nelson Mandela had a particular incentive to 
see that these soldiers staved out of domestic trouble, especially during the 
first multiracial elections in 1994. This may in part explain the lack of sanc
tion when F.O first fought in the Angolan civil war. In public, the Mandela 
government was decidedly against the firm’s activities, as EO was acting in 
contravention of the “new” South Africa's attempt to become a responsible 
regional power/’ 1 However, in private, it quietly tolerated and even facili
tated early EO recruitment o f these forces. The rationale was the govern
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ment’s belief that “it would remove from South Africa a number of person
nel who might have had a destabilising effect on the forthcoming multi
racial elections.”02 The ultimate outcome was that the South African 
elections went off without a hitch, while hundreds o f potential agitators, with 
high levels o f military skills, were kept busy making money abroad.

C IV IL -M IL IT A R Y  R E L A T IO N S  IN  ST A B L E  ST A T E S

The focus o f this discussion so far has been on the potential impact o f PMFs 
on civil military relations in their most dire circumstances, where the risks 
of internal violence are real and tensions between the local government and 
its military agent often bubble over into coups. However, the privatized mil
itary industry also has a potential influence on civil-military relations in es
tablished, stable states, such as the United States or Britain, where the risks 
of civil-military violence are negligible.

Mainstream civil-military theory and practice dictate a clear divergence 
among the military institution, the political arena, and the economy. How
ever, even in states such as the United States, this has begun to erode. As se
curity analyst Chris Dietrich writes, “The traditional ethos o f the military as 
‘more than just a job' has been partially replaced by a corporate outlook, 
forcing the military in countries such as the United States to market the ex
tent to which military service was ideal training for later corporate employ
ment.”03

There is a growing belief that old-fashioned military virtues are particu
larly threatened by increasing military contracting with the PMF industry 
and the overwhelming presence of ex-soldiers in its employment rolls. The 
argument of these opponents, who often include officers presently serving 
in public forces, is that the armed forces’ professionalism must not to be as
sociated with or compromised by commercial enterprise. To do so poten
tially endangers the fabric of communal loyalty.31 This is particularly so 
when a firm that primarily draws its employees from the home-state military 
goes to work for other states. As U.S. Army Colonel Bruce Chant states, 
“When former officers sell their skills on the international market for profit, 
the entire profession loses its moral high ground with the American peo
ple.”33

In the United States, the military is the most respected government in
stitution in the American public’s judgment, consistently ranking among 
the highest esteemed professions.30 This stems from the perceived integrity 
and values of the soldiers within it and the spirit of selfless service embod
ied in their duty on behalf o f the country. As Huntington wrote, the military 
professional’s “relation to society is guided by an awareness that his skill can 
only be utilized for purposes approved by society through its political agent, 
the state.”37
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PMFs, however, alter this exclusivity. In essence, the firms market the 
unique expertise that their employees gained from service in the publicly 
funded military; the codes, rules, and regulations that once made these mil
itary services uniquely society-orientated no longer bind them. The public’s 
respect is thus potentially jeopardized by military personnel leaving public 
service while still remaining in the military sphere. As Grant continues, his 
fear is that, “ultimately, the privatization of US military services under direct 
foreign contract corrupts our military both in the eyes of society and from 
within the ranks.”58

The ultimate effect of this remains to be seen. It is clear, however, that 
private military activity does indeed associate the military profession with the 
profit motive, in opposition to the very values that incur public esteem. By 
seeing ex-military officers cashing in on the expertise and training that pub
lic monies paid for, many now in the military worry that the public’s faith in 
the good motives of its military leadership and respect for the institution will 
then be diminished. Those in service also fear that the military pension sys
tem might be called into question; profit is being incurred from the very 
same service for which the public is paying retired personnel back.

C O N C L U S IO N : PR IV A TELY  T IL T IN G  T H E  B A L A N C E

PMFs are hired because they possess skills and capabilities that provide them 
greater effectiveness than reliance on traditional state security institutions. 
But these same assets, which make them so attractive to governments under 
threat, also can infringe on the relations between the local military and its 
civilian leaders.

In the end, the introduction of an outside, corporate party into the civil- 
military paradigm can seriously impact the domestic distribution o f status, 
roles, and resources. Therefore, PMFs must be a new consideration in civil- 
military relations.
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13 Public Ends, Private Military Means?

The history of these black ops doesn’t inspire confidence. If overtly 
they’re shooting down civilian planes, it makes yon wonder what’s being 
done covertly.

—Andrew Miller, Amnesty International

W hen one looks to execute policy, it is presumed that it has to be 
clone through a government agency. The rise of the private mil
itary  industry, however, shows that this is no longer the case. 

Perhaps most important, they offer an often politically expedient policy pri
vatization. This can be both a good and a bad development.

P R IV A T IZ IN G  “ P L A N  C O L O M B IA ”

The current PMF operations in Colombia illustrate how public policy can by 
privatized through PMFs. They may also well demonstrate the dangers o f 
running foreign policy through private business proxies.

Colombia ranks increasingly higher in U.S. foreign policy not only be
cause of its economic importance (more than 400 of the Fortune-^00 com
panies do business in Colombia and 25,000 U.S. citizens work there), but 
also its location at the center of the international drug trade.1 After almost 
four decades of warfare, the Colombian government has been unable to 
control large swaths of its territory taken over by rebel forces. It has also has 
failed to stem the flow of drugs from within its borders to the booming mar
ket inside the United States.

Thus, by the late 1990s, the United States found it in its interests to help 
the Colombian state regain control of its territory, not only to help regional 
stability, but also as part of its long-term “War on Drugs.” The result was “Plan 
Colombia,” a U.S.-funded $7.5 billion strategy to eradicate the cocaine trade 
in Colombia. The aid package involves using military force to combat drug 
traffickers and other programs to encourage crop substitution, to wean peas
ant farmers from the income derived from growing coca and poppies.

The problem for the strategy is that the U.S. Congress has placed strong 
limitations on exactly what the U.S. military can do to support it. These are

20b
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primarily due to concerns about the risks to U.S. soldiers and also worries 
about supporting a local military with an egregious human rights record, 
particularly its countenance of paramilitary death squads. Consequently, al
though Colombia is the 3rd largest recipient ofU.S. military assistance, U.S. 
troops are legally restricted in which Colombian units they can train (only 
those proven free o f human rights violators) and in which type of operations 
they can assist. U.S. troops can aid the Colombians in their counternarcotics 
operations, but are proscribed from aiding in counterinsurgency efforts. 
However, the two operations are often indistinguishable. As explored in 
chapter 4, Colombian rebel groups (in particular, the FARC) have found it 
profitable to join in the lucrative international narcotics business, so that 
their bases serve both military and drug trade functions. The result is that 
for the guerillas, the “War on Drugs” is also a war on them.2

PMFs have begun to be utilized as an alternative way to circumvent these 
policy restrictions. Privatized military assistance can bypass Congressional 
oversight and provide political cover to the White House if something goes 
wrong.3 Beginning in the second term of the Clinton administration, the 
United States quietly arranged the hire o f a slew o f PMFs, whose operations 
in Colombia range far beyond the narrow restrictions placed on U.S. sol
diers fighting the drug war. Rather, the firms’ operations are intended to 
help the Colombian military  finally end the decades-old insurgency.

The full entirety o f the firms’ operations are not known, as the State De
partment has not released the list of contracts given to private companies in 
connection with Plan Colombia, but certain elements have entered the pub
lic record. Congressional investigators estimate the figure being spent on 
these firms at between $770 million and $ 1 .3  billion.1

At the strategic advisory level, MPRI is known to have drafted the top-to- 
bottom review of the Colombian Defense Ministry, which laid the ground
work for the 3 phases o f “Plan Colombia.” The contract in Colombia was 
headed by a former U.S. Army Major General and involved roughly 20 per
sonnel.5 Congress received no updates about MPRI’s mission and both the 
firm and the Pentagon refused any public requests to review the contract.*’ 
Northrop Services is also known to have provided military support sendees 
to Colombian forces, including operating radar sites.'

More important, however, is what has been occurring at the operational 
level. Linked to multinational corporation contracts, a number of firms in 
the military provider sector have been active in Colombia, including Armor- 
group and Silver Shadows. There have also been unconfirmed reports of 
cx-U.S. Navy Seals working for Virginia Electronics, a firm operating on the 
Colombian-Peruvian border. They are said to be running the U.S.-backed 
“Riverine” program that uses gunboats to interdict rebel supply lines.8

However, most integral to “Plan Colombia” has been the Virginia-based
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DynCorp firm, which, at the time of writing, had between 300-600 con
tracted employees in Colombia, as part of a contract to man the U.S. State 
Department’s air wing. The firm officially provides pilot training and tech
nical support to the Colombian National Police units performing drug crop 
eradication (using aerial defoliants, as in Vietnam). Reportedly, however, 
DynCorp is also engaged in aerial reconnaissance and combat advisory roles 
for the Colombian military. In fact, several reports indicate that the firm’s 
personnel (most are ex-U.S. military) are engaged in combatant roles, fight
ing in counter-insurgency operations against the Colombian rebel groups.9 
Indeed, the DynCorp personnel have a local reputation for being both ar
rogant and far too willing to willing to get “wet,” that is, to go out on fre
quent combat missions and engagt in firefights.10 In anonymous interviews, 
firm pilots acknowledge that their operations are high risk, as they are a 
high-priority target for the guerrillas. But, they find the pay of $90,000 per 
year (tax free) rewarding as well.1 1

The equipment DynCorp and its subcontractors brought into Colombia 
are an added indication that the firms are going well beyond that which the 
U.S. Congress would have approved. For its contract with State Depart
ment’s national anti-narcotics section, the firm uses OV-ios, a military plane 
originally designed for reconnaissance and light attack in counterinsur
gency wars.12

Although U.S. military personnel are under strict legal restrictions from 
engaging in counterinsurgency operations, it is clear that the firms are not 
bound by the same rules. DynCorp’s operations in Colombia entail more 
than just crop dusting, but also engage in combat with the local FARC rebels. 
In February 2001, when the rebels downed a Colombian military helicopter, 
a DynCorp search and rescue team, made up of ex-U.S. special forces per
sonnel armed with machine guns, landed and rescued the crew, while Dyn
Corp Huey helicopter gunships provided covering fire. It was the first public 
revelation that not only did the firm have four of its own helicopter gunships, 
but that they had fired at rebel forces in retaliation, and may covertly play 
more offensive roles.13 This was no mere crop dusting; instead, as one Con
gressional staff member noted, “This is w hat we call outsourcing a war.’’ 14

The firm’s spokesperson declined to comment on the incidents, citing 
contractual obligations (a much different response than U.S. government 
personnel would give after a military engagement), and DynCorp’s em
ployees are under strict orders from firm executives to avoid contact with 
journalists. It is known, however, that three Dyncorp pilots have died since 
the operations began. The firm claims that the pilots died from accidents 
rather than military  engagements, however, no public outcry nor crash in
vestigations ensued, unlike what would have happened in an incident in
volving U.S. military personnel. Likewise, when a former U.S. military 
special forces medic employed by DynCorp died o f a reported heart attack
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in October 2000, the U.S. embassy did not have to release the background 
or next-of-kin information that it would have had it been a U.S. soldier.15

Besides the potential violations of U.S. law if the firms are being used to 
supersede congressional legislation, the use of a proxy to perform U.S. mil
itary’ action in Colombia could also have serious consequences for the war. 
The firms’ involvement threatens to radicalize hardliners both in the 
Colombian military- and on the rebel side. These privatized operations also 
threaten to escalate the war. both in intensity and in geographic scope. PMFs 
have operated across regional borders and concerns remain that any esca
lation will lead refugees to flee the higher scale of fighting and flood neigh
boring states.,h

From the United States's perspective, the firms’ operations also bring 
U.S. military personnel in the region (or even inside the United States, 
where the rebels do have the capability to reach) under an increased threat 
o f retaliation. Although the distinction between Dyncorp personnel and 
U.S. military personnel might be clear to some, the Colombian rebels do not 
see it that way. They see the “Yankees” as one and the same, whether they 
work for Dyncorp or for the U.S. military. The perceived benefits o f disin
volvement through policy privatization thus might seriously backfire on U.S. 
soldiers, who are not the ones profiting from the operations.17 As Robert 
White, former U.S. ambassador to El Salvador and current head o f the Cen
ter for International Policy, notes. “Once this juggernaut starts rolling, it's 
extremely difficult to put a stopping point on it. Once there are a few Amer
icans killed, it seems to me that things begin to unravel. And then you find 
yourself, indeed, fully involved.” 18

T H E  FIRM  A S  A N  A L T E R N A T IV E  M E A N S  O F  P O L IC Y

The Colombian episode illustrates how PMFs give policymakers new latitude 
in when, how. and where military force is introduced. The extensive PMF in
volvement in the war in Colombia and its neighboring states by U.S.-based 
firms has been entirely without Congressional notification, oversight, or ap
proval. PMF activities provide a new option for outside parties to reset a lo
cal environment, while officially staying uninvolved and not bearing risks. A 
similar rationale appears to have been used in Sierra Leone in 1997, where 
both the United States and Britain originally supported Sandline’s activities 
to overthrow the Koroma regime, but then claimed no association once it 
was publicized as being in violation of UN arms embargos.

Hiring private military firms as a substitute for official action gives a cover 
of plausible deniability that official forces now lack. Unlike front companies, 
the personnel involved are outside of government and maintain no direct 
tie with government budgets. So, even the limited legislative oversight over 
covert operations (such as that embodied in the Senate Select Committee
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on Intelligence) is restricted. In fact, under current U.S. law, as long as the 
contract is under $50 million, any U.S. military firm can work abroad with 
without notification being given to Congress.19 Many contracts naturally fall 
under this amount, while larger ones are easily broken up to do so. In ad
dition, Congress tends to focus its attention on official aid programs (rather 
than “unofficial” programs) and, even if looked at, PMFs offer extra layers 
of protection from scrutiny by shrouding activities within an unfamiliar, of
ten foreign business network. “Consequently, a private firm can train another 
nation's army without congressional notification, much less congressional 
approval. Thus, significant foreign policy actions related to foreign security 
assistance do not receive the benefit o f the checks and balances system in
herent in our system of government.”20

Hence, the activities of PMFs often coincide with borderline situations in 
which official policy involvement is politically difficult. An added advantage 
of externalization is that it offers the ability to deflect criticism. If something- 
goes aw n- in an operation, the activities of a firm are easier for governments 
to deny and the blame simpler to shift.21 For example, if lives are lost or the 
mission fails, the political ramifications are muted when the policy agent is 
private, rather than public forces.

There are also times when an outside government must maintain the ap
pearance of evenhandedness, despite having an interest in aiding one side 
in a conflict. PMFs allow new way to resolve these dilemmas.

This is a particular trait of advisory sector firms and was the thinking be
hind the U.S. government arranging the hire o f MPRI in 1995 to adminis
ter the Train and Equip program for Bosnia. Both U.S. foreign policy goals 
and domestic political considerations mandated that the Bosnian military 
had to be built up into an effective force. Importantly for the Clinton ad
ministration, the Republican-controlled Congress supported rearming the 
Bosnian side, such that it threatened to prevent approval for the IFOR de
ployment and even become a presidential campaign issue. At the same time, 
the United States needed to maintain an air of evenhandedness as it was the 
primary implementer of the Dayton Peace Plan and the biggest troop con
tributor to IFOR. So, the United States settled on the privatized solution, 
which allowed its policy to accomplish these contradictory  goals.22 The 
Bosnian Army received its training and buildup, while the U.S. military 
could claim to both regional and domestic critics that it was not directly in
volved; rather that the training was simply ‘ the work o f a private firm.’

Military consulting firms also of fer the possibility of providing military as
sistance to allies with negative images, which would otherwise unable to gar
ner Congressional approval. For example, both Angola and Equatorial 
Guinea are nondemocratic states with poor human rights records, that by 
law: are ineligible for U.S. military assistance. However, with the emergence 
of PMFs, the United Suites has been able to offer to arrange the privatized



equivalent for both. Similar discreet moves were made to aid the Nigerian 
military in Liberia with support sector assistance in 1996-97, again against 
the law (in this case sanctions against the Abacha dictatorship), but in line 
with U.S. policy goals.

Although their domestic hire appears linked to efficiency rationales, 
much of the push behind the use o f support sector firms by the U.S. mili
tary in recent external contingency operations also appears to stem from 
PMFs acting as a means to get around public policy restrictions. For exam
ple, the hire o f BRS in the Balkans was not driven solely by how much money 
that the outsourcing could save. Equally important, by privatizing logistics, 
Congressional troop caps would be avoided and the administration would 
avoid the domestic political uproar o f calling up National Guard and Re
serves troops.23

In sum, the possible advantage of a shift toward privatized policy means 
is that by avoiding public debate or legislative controls, the government ex
ecutive body may be able to undertake a much more “rational” foreign pol
icy.21 It can fulfill geopolitical interests without risk to public forces. From 
this perspective, the sometimes inefficient limits of a democratic system on 
governing are lessened. “When budget constraints and political sensitivities 
make it imprudent to overtly commit the power, prestige, and tax dollars of 
the United States directly, an administration can still implement foreign pol
icy through private contracting.”2’’

N E G A T IV E  E X T E R N A L IT IE S  O F  F O R E IG N  P O L IC Y  P R IV A T IZ A T IO N

Using private firms as a means around policy controls, though, is not with
out its potential problems. Rather, such outsourcing usually works better 
in theory than how it turns out in reality. The outcome often includes the 
negative consequences that result from privatization, felt both in the im
mediate result and in such policies’ long-term effect on democratic gover
nance.

Despite attempts to stay officially and publicly aloof, plausible deniability 
does not always ensure that states will not be implicated in the work of PMFs 
based in theircountryor employing their ex-soldiers. In fact, the use of some 
private firms may even raise more suspicions, as their histories often give the 
operations an air of secret dealings and covert operations. Thus, the poten
tial impact o f this on regional relations may even be riskier than the use of 
an official military assistance program.

Part o f the first problem is due to the difficulties involved in distinguish
ing the policy agent. There is obviously no guarantee that opponents on lo
cal battlefields will recognize that the forces they fight are private firms and 
not official forces. Military provider firms in particular, often have an in
centive to keep their operations as secretive as any official covert action and
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moreover, often make use o f the same tactics and equipment as the official 
forces in which they trained. Thus, when a local guerilla force is hit by U.S.- 
made gunships, piloted by U.S. citizens, and using U.S. tactics, it is com
pletely logical for them to assume that the attack involved official United 
States forces. Even if official denials are issued and disclaimers that the ac
tions were that of private firm employees rather than U.S. soldiers, they are 
likely to be unconvinced. They might thus seek to retaliate against U.S. 
forces, rather than just the firm’s employees. As noted earlier, Colombian 
rebels have made threats to U.S. military forces after incursions with 
PMFs.2(i

Even with consulting sector firms the concurrent interests and close con
nections between privatized military firms and their home governments usu
ally causes a sort o f “guilt by association.” For example, the flaw o f the United 
States government’s claim that it was completely disassociated from the 
MPRI contracts with Croatia and Bosnia, was that few in the region believed 
it. As the Chief of Staff o f the UN mission in Bosnia, put it, “It’s a pretty thin 
facade.”27 The European nations also participating in the IFOR operation 
all opposed the training program and protested against it to the U.S. gov
ernment, which they saw as the true source behind it. Similarly, the Bosnian 
Serbs cited MPRI’s activity as official U.S. policy and evidence of U.S. bias 
against them in the implementation of the peace agreement. .As a result, the 
use of a PMF did little to disinvolve the United States in regional eyes. 
Rather, it just made the situation all the more murky, raising further regional 
suspicions. The typical perception of MPRI’s contract was the one expressed 
by an official Croatian news report headlined, “U.S. Military to Train Fed
eration Troops.”28

Similar problems have hampered other states’ external foreign policy 
aims. After the assistance that private Russian firms gave to Ethiopia in its re
cent war, Russian political analysts worried that the situation would perma
nently endanger the government’s relations with Eritrea, and potentially 
damage relations with other states in the region.29 Likewise, given its previ
ous history o f intervening into the states around it, the post-apartheid South 
African government has cultivated the image of a reformed, fair regional 
power. However, at numerous times, the government has come under criti
cism for the activities o f former South African military personnel outside its 
borders, including those fighting for PMFs in Angola and Congo. .As a result, 
“South .Africa’s Foreign Affairs Department has gone on record slamming 
Executive Outcomes as “mercenaries,” saying it wants them out of Angola as 
they tarnish South Africa’s image as an impartial regional power.”30

Aside from the problem of distinguishing between public and private 
action, there are other problems o f using private firms as public policy im
plementors that arise. The use o f privatized policy agents circumvents time- 
tested congressional and public reviews that are integral to the democratic
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system of checks and balances in government. Such limitations are in place 
for a valid reason. Going around them may often prove embarrassing or 
have negative associations. For example, the 1997 use o f Sandline in Sierra 
Leone to circumvent UN arms embargoes and public troop limitations be
came a true debacle for the British government and nearly resulted in the 
forced resignation of Foreign Minister Robin Cook. The supposedly covert 
Foreign Ministry operation was actually uncovered by an investigation by the 
British Customs Agency, which had been notified by a member of the House 
of Lords. The London Times described it as “a classic example o f Whitehall 
at its undercover worst.”31 Likewise, prior assistance from MPRI became 
linked with occurrences o f ethnic cleansing in Krajina by the Croat Army. 
This tied both the firm and its proponents in the U.S. government to accu
sations o f war crimes that certainly benefited neither.32

Perhaps the most well-known example of the unforeseen pitfalls of pri
vatizing such operations happened in spring 2001, when a CIA surveillance 
plane was conducting counternarcotics operations in Peru. The plane was 
actually staffed by employees o f Aviation Development Corporation, a com
pany based in Montgomery, Alabama. In a tragic turn of events, it mistak
enly directed the shoot-down of a private passenger plane that, rather than 
earning drug runners, turned out to be carrying a family of missionaries. 
An American mother and her seven-month-old daughter were killed.33 As 
one U.S. government official noted of the firm, “They [the PMF employees] 
have a higher impression of their tactical and technical proficiency than 
they should. Not one person on that aircraft had a commission from the U.S. 
government to do what they were doing. No one took an oath to the Con
stitution. They were just businessmen.”34

Similarly, support sector firms may permit operations to occur that maybe 
should not. If an operation cannot deploy without privatized assistance be
cause it lacks both public and congressional support for the proper troop 
numbers, then perhaps the original rationale deserves further debate. The 
end mission goals may well be unsustainable without the citizenry s backing. 
The halfhearted support of U.S. forces in the Balkans perhaps illustrates 
this.

T H E  IM P L IC A T IO N S  FO R  D E M O C R A C Y

A larger issue, however, is that military  service privatization represents a 
unique step in the process of outsourcing public institutions to the private 
market. The ideas o f garbage collection, prison administration, and even 
public schools being run by for-profit firms have all become generally ac
cepted as ways to make public services more competitive. The use of a pri
vatized military actor as a foreign policy tool, however, is not just about 
achieving greater cost competitiveness. In the end, it is the outsourcing of
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the affairs o f state to a private corporation because its lies beyond public con
trols. The potential dangers o f this are extensive.

Lost oversight is the first issue of concern. When governments engage in 
official military and foreign policy endeavors, the policy is held accountable 
by a wide range of supervision, both from within their own agencies and in 
the competitive branches o f government, such as the legislative and the ju 
diciary. The result is a balance that keeps each branch within the law and 
holds their relative power in check. This division of responsibility is at the 
crux of a successful democracy.

t

However, PMFs allow leaders to short-circuit democracy by turning over 
important foreign policy tasks to outside, unaccountable companies. As one 
journalist described it, when policymakers have the option of “hiring con
sultant mercenaries to do a messy job, it is easier for Washington [or any 
other capital] to ignore the consequences and fudge the responsibility.”3^

Private firms offer an alternative mechanism for the executive body to 
conduct secret operations without other branches being involved. Congress 
only has authority over official policy, not over private entities. It is also of
ten possible to arrange for a PMF to be paid by other parties or use off-bud- 
get funds. Thus, there is frequently no opportunity for legislative oversight.

For those firms based in the United States, often the only bureaucratic 
requirement is for a simple export license from the State Department’s Of
fice of Defense Transitions Assistance. This is usually easy to obtain and also 
comes from a process outside public view. In fact, the State Department of
fice cannot provide information on PMF contracts to the public, due to the 
claimed need to protect proprietary information. The firms, in turn, claim 
that they cannot provide information without government approval, creat
ing what some call “a wall of silence.”3*’ Hence, even the Freedom of Infor
mation Act is useless as a way to discover the truth behind many PMF 
policies. Moreover, as previously discussed, Congress is only notified if the 
contract is for more than S50 million.37 Often, even this relatively weak re
striction is not available as many of the firms are intentionally chartered in 
extraterritorial accounts not subject to such national approval.

Even when the government directly hires PMFs, their existence outside 
of normal governmental structures makes proper oversight more difficult. 
Whereas the Defense Department is required by law to answer Congres
sional and press queries w hen U.S. forces are deployed abroad, private firms 
are not. Thus, they easily evade questions from Congress or the press. In 
sum, “By adding a new layer of secrecy and unaccountability, the use of pri
vate contractors offers the government even greater opportunities to con
duct covert foreign policy.”38

As Arthur S. Miller once wrote, “Democratic government is responsible gov
ernment— which means accountable government— and the essential prob
lem in contracting out is that responsibility and accountability are greatly
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diminished.” Thus, the use o f private firms by the government has placed 
“the influence over, and sometimes even control of, important decisions one 
step further away from the public and their elected representatives.”39 Such 
marginalization o f the legislature is a contravention of the role the Found
ing Fathers intended for Congress in the Constitution. The legislature was 
intended to be equal to the other branches and to provide the democratic 
voice o f the citizenry in shaping policy.

As a consequence, this particular form of privatization removes military 
expertise from the realm o f public accountability. In doing so, it potentially 
upsets both the balance of powers within government and also the delicate 
Clausewitzian trinity among the government, the military, and the people.40 
It blurs the lines between a military that directly works for the state and one 
that works for profit, not dependent on the local populace’s membership 
and support.

In the end, PMFs may present great advantages, enabling an executive 
branch to carry out what it sees as rational, unimpeded foreign poliev. How
ever, if an operation cannot gain the backing of the public to send in uni
formed forces, then maybe it is not as much in the state’s geopolitical 
interests as the leadership originally perceived.



F O U R T E E N

14 Morality and the Privatized 
Military Firm

Private military firms provoke an amazing range of responses. On one 
hand, their very corporate existence rests on their capability to solve 
peoples’ and states’ problems of security. Thus, they have numerous 

supporters who point out the positive functions they have performed. The 
areas in which many PMFs operate, particularly those in the provider sector, 
are often the scenes o f the worst violence in the world today. Rarely is their 
hiring the first choice o f states or other clients. More often, it is the result of 
frustration at the failure of other, more traditional options. If a state cannot 
provide security and protection for its citizens, and no other public party is 
willing to help, then it seems hypocritical to say that private options must be 
fo rsworn abso 1 u tely.

PMF successes have also meant that in areas that need them most they 
can achieve an immense amount of support from the local public. Outside 
observers typically expect the firms to be treated as scorned mercenaries and 
are often shocked to see the honor afforded to the firms and their employ
ees. As one journalist in Sierra Leone put it, “Rarely, if ever, have ‘dogs of 
war’ enjoyed such respect.”1

At the same time, PMFs rest on a confused and precarious moral position. 
They are private entities paid to provide what the government traditionally 
is supposed to be doing. Moreover, they directly benefit from the existence 
of war and suffering; it is a precursor to their hire. An uneasiness also exists 
with ex-soldiers selling military training that the public paid tor, on the pri
vate market. As they are little understood, people often use mercenary terms
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to describe them by default. As such, the firms often provoke a quite hostile 
reaction and have been viciously attacked in the public arena.

The reality behind these divergent views is far more complex. To simply 
paint all PMFs as purely good or purely evil is plain wrong. They are private 
actors operating in the public realm o f warfare. As such, tensions exist be
tween their potential positive and negative human rights impacts.

T H E  M O R A L  H A Z A R D S  O F  M IL IT A R Y  P R IV A T IZ A T IO N

Members o f PMFs bristle at almost any negative characterizations of their 
business, in particular allegations that they are the equivalent o f mercenar
ies or are more susceptible to commit war crimes. They argue that, in fact, 
they deserve an opposite normative status. They claim that the laws of the 
market work to limit any such tendency, as their ultimate long-term profit is 
dependent on a good public image.

By privatizing military services, certain motivations for good behavior ap
pear to lie increased. In specific, military* firms do not simply kill for no good 
reason. Thus, blanket accusations o f the industry as a whole as being an en
terprise of evil, violent greed, generally ring false on deeper examination. 
Rather, PMFs are businesses with certain goals. Military  provider firms do 
use violence, but their general goal is not violence for its own sake, but rather 
to achieve the task for which they were hired. Considering the increasingly 
messy wars o f the twenty-first century, the firms’ personnel also operate with 
far greater military professionalism than most actors in local conflicts. Their 
standards of discipline are usually higher than the underpaid local militaries 
or rebels, which often degenerate into looting forces. Unlike local troops, 
as outsiders they are also less likely to hold specific grudges against any one 
local ethnic group or faction and have less reason to commit atrocities as 
payback for historic grievances.2

Consulting sector firms likewise can play a positive role in professional
izing clients’ security forces. They can teach local forces standards o f mili
tary behavior and pass on advice that brutality is not an essential element of 
strategy. The firms frequently also offer instruction in international laws of 
warfare as a part of their training packages, if the clients so desire.

However, these propensities are balanced by opposite moral hazards that 
can lead to negative consequences from a human rights standpoint. One of 
the fundamental issues from a normative standpoint is that the public good 
and the private firm’s good are not always identical. The organizing intent 
o f a private company is to generate internal profit, w hereas public agencies 
are constructed with wider demands. That is, private companies as a rule are 
more interested in doing well than good.3

Although the claim that they are outsiders to a conflict is true, once the 
ink on the contract has dried the PMF does become an interested actor, with
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a stake in the final outcome of a conflict. That they are outside interlopers 
is also no guarantee against taking part in revenge actions. Historically, for
eign troops often were brought in to take actions against local populations 
that domestic troops could not he relied o n  to do.4

Similarly, corporate responsibility and a nice public image have their lim
its. As profit-driven actors, they will make operational decisions also influ
enced by their bottom lines. So, although it is wrong to assume that military 
provider firmsjust kill for money, there may be some situations where trans
gressing human rights may be in their corporate interests. For example, Ex
ecutive Outcomes may have benefited in a public relations sense by running 
medical dispensaries, but it became a leader in its sector by helping clients 
to win wars. The result were tactical choices towards that goal, at certain 
other costs. Some aid workers charged EO personnel with using indiscrim
inate and excessive force in its campaigns in Sierra Leone and Angola.1’ Sim
ilarly, when EO helicopter gunship pilots flying over the thick jungle canopy- 
reported that they were having trouble distinguishing between guerrillas 
and civilians, they were reportedly told, “Kill everybody.” Reports claim they 
followed the orders, just they as they were hired to do.b This may also influ
ence the choice of weaponry. The firm is known to have used Fuel Air Ex
plosives (FAF.) in its Angola operations.7 Also known as “vacuum bombs,” 
the use o f FAEs is regarded by some international bodies as a transgression 
of human rights in that they are particularly torturesome and prone to in
discriminate use.8

Likewise, for military consulting sector firms, the normative record from 
professionalization programs is not particularly encouraging. The firms 
maintain an interest in making sure that the client is satisfied. The problem 
is that this does not always mesh with other normative goals, such as human 
rights protection. For example, MPRI employees report that their teaching 
on the military code o f conduct and the law s o f land warfare in the Bosnian 
program was kept minimal, as the clients/students wrere uncomfortable with 
the subject.9

Moreover, once a client has left a military instruction program, no con
trols exist over what they may do with the training and advancement op
portunities provided. They may choose to disregard certain teachings or 
pick and choose what they follow. One has only to think of Idi Amin in 
Uganda and the “Emperor” Jean-Bedel Bokassa in the Central African Re
public (both Western-trained soldiers, who later became the worst of 
despots) to see how this may play out negatively.10 Even professionalization 
programs that include instruction on the laws of warfare can fail to work out 
as expected. The number of foreign graduates from the U.S. military’s 
School of the Americas (SOA), who were later involved in atrocities in their 
home stales illustrates this quite graphically.11

Military training provided to those outside o f controls can result in both
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unintended consequences and even deliberate misuse by the client. The 
crux is that with privatized offerings, even the most minimal o f public con
trols are lost.

Providing training without strings to organize and wage war is much like let
ting the genie out of the bottle. We cannot predict how, when, or why it will 
he used. The unintended consequences of widespread privatized military as
sistance around the globe could be disastrous. A better-trained arm)' may just 
be enough to trigger a regional war or power struggle, not to mention the 
possibilities of internal repression.12

For example, MPRI has claimed that as part o f its advisory services, it only 
trains the Bosnian Army for defensive operations. This may be true, but the 
end result is a strengthening o f capabilities and confidence that may spill 
over into aggressive Bosnian action if the NATO peacekeeping force were 
to leave. Similarly, MPRI’s training o f the Croatian army may have uninten
tionally spilled over into the Kosovo conflict. A number o f Croat military of
ficers, who earlier had trained at the MPRl-run program, later resigned and 
joined the rebel K IA  organization in Kosovo, including even the overall 
commander of KIA, General Agim Ceku. During the years leading up to the 
Kosovo operation, the K IA  was labeled as a terrorist-like entity by U.S. pol
icymakers and at times operated in opposition to U.S. foreign policy goals 
in the region. The K IA ’s activities certainly fell outside what the firm had 
intended in its original instruction. There were also rumors that K IA  mem
bers received tactical training at MPRI programs in Bosnia, potentially with
out the firm even knowing that the personnel it was training were not 
Bosnian troops.1-'As the K IA  has become dissatisfied with NATO’s imple
mentation of peace in the region, the organization has increasingly come 
into conflict with both U.S. troops and the Macedonian military, to whom 
MPRI is also currently providing military training and consulting.14 This du
ality has further complicated the United States’s relations in the region and 
with its NATO partners.13

Perhaps even more worrisome than unintended consequences, is the pos
sibility that direct market incentives may encourage a firm to go “rogue.” 
When faced with stiff competition, firms often seek ways to differentiate 
themselves. Although one option is to build up a positive brand name, other 
firms may do the opposite and focus on what has been called the “low rent 
district” in the industry.16

Rather than working only for respectable governments or selling their 
professionalism, such rogue PMFs might instead stress another comparative 
advantage, their willingness to perform any task or work for any party will
ing to pay the right price. These clients include rebel movements challeng
ing local state governments or transnational groups such as drug cartels or 
terrorists. Weaker, impoverished countries that lack the means to hire rep-
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utable firms may also be drawn toward hiring those operating at the cheaper 
end o f the market.17 The simple fact is that there are no guarantees over 
where or for whom the firms will work. Much like what has a happened with 
rogue currency traders in international financial markets, PMFs can easily 
find a hospitable business environment either where regulation is weak due 
to a lack of governance or where the host state sees them as useful tools for 
its own foreign policy goals.1*

In addition to the firms discussed previously that provided training to ji
hadist groups, another striking example of this phenomenon is Spearhead 
Limited, an Israeli PMF that reportedly has specialized in working with rebel 
groups and drug cartels. Run by a former Lt. Colonel in the Israeli Army, 
the firm is reputed to have provided military assistance to the forces of 
Colombian drug lords Pablo Escobar and Jose Gonzalo Rodriguez Gacha, 
two of the Medellin cartel’s most violent bosses. loiter, the firm was reputed 
to have provided training to the Cali cartel and to right-wing paramilitary 
death squads. These groups were linked to the assassinations o f two Colom
bian presidential candidates and an airline bombing that left 1 1 1  people 
dead.19 In the aftermath of the bombing, the firm’s president was convicted 
by an Israeli court for illegally exporting military arms and information to a 
Colombian paramilitary group. He was fined $ 13,400, hardly a deterrent to 
other PMFs considering this path.

T H E  P R IV A T IZ E D  D IF F U S IO N  O F R E S P O N S IB IL IT Y  A N D  A C C O U N T A B IL IT Y

The next areas o f concern from a normative standpoint are the domains of 
responsibility and accountability. Public military forces have all manner of 
traditional controls over their activities, ranging from internal checks and 
balances, domestic laws regulating the activities of the military force and its 
personnel, parliamentary scrutiny1, public opinion, and numerous aspects of 
international law.20 PMFs, however are only subject to the laws of the mar
ket. Current international law only speaks to the role o f individual merce
naries of the traditional sort and has been found inapplicable to the actions 
of the industry.-1 Consequently, the possibility o f legal recourse against 
these firms is verv slim.-- There is also no agenev or legislative oversight in 
the way there might be on traditional militaries. Other than its sharehold
ers, there are no real checks and balances on a PMF.

As a result, an additional outcome of privatizing elements of military ser
vices is that the responsibility for a public end— security— is diffused across 
a number of actors, public and private. As such, accountability also becomes 
diffused and more difficult to track. The question of who monitors, regu
lates, or punishes a company or its employees that go astray does not lend 
itself to a clear answer, particularly when many firms are chartered in off
shore accounts. In traditional business, the local state security institutions



are responsible for enforcing the laws within its sovereign area. With PMFs, 
usually it is the very weakness o f the public institutions that has resulted in 
the hire o f the firm.

The normative uncertainty then becomes who exactly ought to be held 
responsible if something does go wrong when a PMF is hired. One example 
is a contract in 1997 that the DSL firm had with British Petroleum (BP) to 
ensure the protection of its pipelines in Colombia. Employees o f DSL al
legedly trained a local Colombian military unit (the Colombian 14th Army 
Brigade, which has been linked to past atrocities, including the massacre of 
civilians) in counterinsurgency techniques using ex-SAS personnel as its mil
itary- trainers. Employees o f the firm also reportedly fed the 14th Brigade 
with intelligence on local citizens (including environmentalists and com
munity leaders) who opposed BP’s project. Provided with this information 
from private sources, the Colombian military would then deal with the local 
leaders directly, that is by kidnappings, torture, and murder, or indirectly 
through associated paramilitary groups.23 In another case in Colombia, the 
Airscan firm was contracted by Occidental Petroleum and Ecopetrol to pro
vide aerial security and reconnaissance to help protect their pipelines from 
rebel attack. In performing this contract, its pilots coordinated an air strike 
carried out by Colombian air force pilots. The strikes mistakenly targeted 
the wrong village and killed 18 unarmed civilians, including nine chil
dren.24 I11 neither case were PMF employees held accountable or punished 
for their actions.

The dilemma these cases present is the difficulty o f assessing the exact 
lines of responsibility. Who can and should be punished for these crimes?
The soldiers who did the actual deeds? Their government? The individual 
employees o f the PMFs? The overall military companies? Their clients? The 
clients’ owners (stockholders)? Or even their customers, who bought their 
gas that helped pay for the firm that directed the killings? Obviously, al
though it is murky exactly where the lines o f responsibility stop, it is very 
clear that privatizing security actions only complicates the issue.

M O R A L I T Y  AND T H E  P R I V A T I Z E D  M I L I T A R Y  FI RM 221

A D V E R SE  S E L E C T IO N , P M F -S T Y L E

The next moral area of concern is that o f adverse selection. Although cer
tain military firms may strive toward respectability, the very nature o f provid
er sector activity also means that there may be a mechanism that draw's in 
disreputable players looking for the cover o f legitimacy. Specifically, the pri
vatized military industry provides an employment opportunity for those pre
viously drawn toward mercenary work or who have been forced out o f public 
military activities for past misdeeds.23

On the executive side, it should not be reassuring that many of the ma
jo r  actors in the Iran-Contra and BCCI scandals are now associated with the
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industry.20 On the employee side, firms are not always looking for the most 
congenial workforce, but instead recruit those operators known for their ef
fectiveness. For example, many former members of the most notorious and 
ruthless units o f the Soviet and apartheid-era South Africa regimes have 
found employment in the industry. In the past, these individuals acted with
out concern for human rights and certainly could do so again. Doug Brooks, 
a leading industry proponent who heads a PMF lobby group, puts it even 
more bluntly. The firm’s best employees are often “. . . not nice guys. You 
wouldn’t want them to marry- your sister.”27

This issue of adverse selection becomes particularly worrisome when 
placed in the context o f the industry, with its layers of moral hazard and dif
fused responsibilities. Thus, even if PMFs are scrupulous in screening out 
their hires for human rights violations (which is difficult for a firm to ac
complish, given that most of its prospective employee’s resumes do not have 
an “atrocities committed” section), it is still difficult for them to monitor 
their troops in the field completely. Moreover, if employees do commit vio
lations, little incentive exists for a firm to report its own employees to any le
gal authorities; to do so risks scaring off both clients and other prospective 
employees, whereas a successful cover-up or quiet release o f the perpetra
tors carries less risk. These employees who have committed violations, then, 
may be hired by another firm unaware of their crimes. If external legal ac
tion were attempted, it is also doubtful that a firm would even allow its em
ployees to be tried in a weak client state’s judicial system.

In the Balkans operations, for example, a number o f DynCorp employ
ees were implicated in sex crimes (including “owning” girls as young as 1 2 
years old), prostitution rackets, and the illegal arms trade. DynCorp’s Bosnia 
site supervisor even videotaped himself raping two young women. None 
were ever prosecuted, but instead were spirited out of country, away from lo
cal authorities. Moreover, the company then fired the employees who had 
“blown the whistle” on the criminal activity, for which it was later sued un
der the Racketeer Influenced Corrupt Organization Act (RICO).28

W H O M  T O  SELL TOT T H E  L A C K  O F L IM IT A T IO N S  IN  C L IE N T E L E

Another concern with PMFs is to whom exactly the firms can and do sell 
their services. Some industry proponents say that although their account
ability is not formalized as with a public agency, the firms in the industry an
swer for their actions in two ways: through home government informal 
oversight mechanisms, and the law of the market. These are claimed to mit
igate risks o f misbehavior from a normative perspective.

The evidence so far, though, suggests that neither mechanism has worked 
as well as industry proponents often claim. For example, some PMFs claim 
that by maintaining close ties with their home governments, they will in-
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herently know what the government’s goals are and not go astray. However, 
on numerous occasions, firms have made plans to support regimes or non
state groups about whom the home state government or public had nor
mative concerns. For example, Sandline planned to work with the K IA  (the 
Kosovar rebel group) in 1996 and had to be prevented from doing so by 
British Foreign Office intervention. Likewise, MPRI requested a license to 
assist the corrupt and failing Mobutu regime in 1997, but was denied by the 
State Department. If informal ties had performed their suggested function, 
these applications would not have happened in the first place.29 Similarly, 
other reports have linked a number of firms with less savory clients, Airscan 
and Ronco with supplying military aid to the rebel forces of the Sudanese 
People's Liberation Army and the Rwanda Patriotic Front (RPF) in Rwanda, 
in contravention of strict U.S. laws against giving these groups aid. The firm 
NFD is rumored to have worked for both the governments o f Libya and Su
dan, neither o f which are regimes that South Africa (nor the United States) 
would like to see prosper.150 Spearhead worked with drug cartels, certainly 
not in the interest of Israeli policy aims, even though its president was still 
in the Israeli Armv reserves.-51

i

In fact, sometimes the firm’s influence is enough to wear down its home 
government’s objections over time and overcome the original normative 
concerns. Chapter 8 discussed one example, MPRI’s two-year lobbying ef
fort to work with the military dictatorship of Equatorial Guinea. Ultimately 
the fear o f an American PMF losing a contract to a foreign firm overcame 
the relevant policy desks’ concerns over aiding a repressive dictatorship al
lied with foes of the United States. Another way a firm might escape such 
controls is by setting up subsidiaries in the client state; this technically iso  
lates the process from the home government.

When the only form o f accountability and oversight is an informal con
nection between the firm and its home state, the difficulties become even 
more pronounced with a government that is somewhat weaker or has a prob
lematic relationship with the firm.-5'- For example, Executive Outcomes cer
tainly had tense relations with the post-apartheid government in South 
Africa— it was the very impetus for the firm’s formation. In turn, the gov
ernment openly expressed its concern over the allegiance of companies in 
the EO network.315 Informal ties between the two could hardly be relied on, 
given this situation. Likewise, Sakina and Transglobal (the two firms dis
cussed in Chapter 1 1  that reportedly ran jehadi training courses) had no 
known contact with their home governments.

Another way that accountability allegedly is maintained is through self- 
regulating market mechanisms. The firms frequently “dismiss accusations 
that they would w-ork for ‘ rogue’ governments, prolong conflicts for finan
cial gain, w'ork for two warring parties simultaneously, or commit heinous 
human rights abuses, by referring to the constraints of the market.”34 Their
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argument is that any firm that acts in an unaccountable or reckless manner 
would hurt its long-term financial interests and thus would automatically 
choose against such an action.35 The firm Control Risks, for example, re
putedly turned down a lucrative contract with the Burmese military gov
ernment, directly because o f such public relations concerns.3*'

Yet. the industry’s operations in Zaire/Congo illustrate how market 
mechanisms do not always provide full assurance or accountability in clien
tele. In 1997, the director o f EO stated explicitly that the firm would not 
work for the Mobutu government, since Zaire was supporting hostile acts 
against Angola, its employer at the time, and that the Mobutu regime of 
Zaire was, in his words, “politically suspect.” However, despite his public 
stance, the firm is, in fact, reported to have contacted President Mobutu for 
work.3 ' By the time the Mobutu regime fell, several military firms found 
themselves working for both sides of the conflict, including EO. Stabilco, 
and Omega Support Ltd. Thus, in that PMFs worked for all sides, the hope 
that market forces would shape the industry in any one normative direction 
appeal's misplaced. Sudan and Angola are other wars where PMFs have 
fought on both sides.

The problem is that, as any stockholder of Enron or WorldCom could ex
plicate, market constraints are a weak reed. They rely only on firms’ good 
normative judgment, which may often be influenced by countervailing 
profit motivations. In fact, some firms may indeed decide that going for the 
“quick score” is worth the risks o f long-term market costs. Provided the 
money is good (and many rebel, criminal, and terrorist organizations own 
assets measured in the hundreds o f millions and even billions o f dollars), it 
is not impossible that a massive short-term payoff will trump long-term goals. 
Or, they may think that they may be able to avoid market punishment by 
keeping their operation secret.

The ultimate issue o f accountability  in clientele selection is that the de
cision remains in the firm’s hands. A standard industry claim is that legiti
mate firms “only work for legitimate governments.”38 The problems with 
this circular statement, though, are manifold.

To begin, there is no standard metric for deciding what is a “legitimate” 
government. The contestation over the government’s legitimacy is often the 
reason for the PMF’s hire in the first place.39 The main criterion for deter
mining state legitimacy is often simply whichever regime happened to be in 
power at the time. The problem is that by limiting themselves to state 
regimes, PMFs would be agents of the status quo, aiding only those regimes 
with the money to retain power, while potentially suppressing more legiti
mate resistance movements or preventing the chances for a conflict to reach 
a negotiated solution. For example, the Nelson Mandela-led African Na
tional Congress and even the Founding Fathers o f the United States were 
groups once classified as rebels or terrorists before they overturned unpop-
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ular regimes and became internationally recognized, democratic govern
ments.

On the other hand, even when a government is formally recognized by 
the international community, it still may not be seen as legitimate by a large 
proportion of its society. Or, it may not be undertaking fully lawful actions. 
As an illustration, there is evidence that EO explored a contract fighting for 
the Rwandan Hutu government in 1994, to help it against the rebel p ro  
Tutsi RPF.40 Using this measure o f putting sovereignty first, the firm was cer
tainly in the right, in that it would have been working for an established 
government. The problem is that elements o f this very same established gov
ernment were in the midst o f planning one of the worst genocides o f the 
twentieth century.

If firms do trv to determine what governments to work for based on a
z O

deeper, moral form of legitimacy; the issue is still not clearly evidenced. The 
CEO of Sandline and then SCI, Tim Spicer, broached this problem in an in
terview7 in 1999. He admitted that, it asked, he was not quite sure whether 
his firm would work for either the current military regime in Pakistan or the 
civilian government that it had topped. “Both have tics and both have 
crosses.” 11 States skirt such issues in their foreign aid and alliance programs, 
often choosing to see as legitimate that which is in their own interest. PMFs 
likely have the propensity to do so as well, just supplanting the political and 
national elements that make up state interests with profit interests.

Moreover, the idea that the firms would always use moral grounds as the 
basis of their choice of client has been disproven. For example, Spicer has 
claimed that his firm's “strict, self-imposed code of conduct” prevented it 
from working with pariah governments and that the firm turned down work
ing for President Mobutu of Zaire on these grounds.42 However, his own au- 
tobiographv notes that Sandlinc seriously considered a deal with Mobutu 
and even visited Zaire to explore it, despite the regime’s obvious profound 
corruption. Ultimately, the firm decided against the contract because it ap
peared clear that Mobutu was going to lose the war, certainly not a decision 
made on the basis of purely ethical judgment.43

Even the alleged rule that the firms would only work for governments is 
not so hard and fast. Sandline claims to work only for clients whom it sees 
as the “good guys,” meaning that in certain circumstances, it in fact will work 
for nonstate organizations fighting against states.44 The firm attempted to 
work with the KIA  and has said it would also be willing to work for the Iraqi 
resistance.41’ The important fact, again, is that it is the firm— responsible 
only to its ow ners— that decides who is the “good guy.” As previously noted, 
other firms have not been so choosy and have consciously chosen to work 
for nonstate groups such as drug cartels that certainly have no claim to nor
mative status.

Indeed, even if the firm makes a good faith attempt to make a moral
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choice in whom it works for, there are no guarantees on what may follow. 
History reveals that the perceived “good guys” o f today often turn out to have 
dark designs and that the most righteous and noble causes can backfire or 
seem oddly immoral later. This has plagued states and may also apply to 
PMFs. For example, many of the Afghan “freedom fighters” that the United 
States trained in the it)8os either became part o f radical Islamic terrorist or
ganizations or joined the medieval Taliban militia. Similarly, Bechtel worked 
for Kabilia’s rebel group in Zaire, which, once in power, became as corrupt 
and oppressive as the regime it replaced.,f

IS S E C U R IT Y  A  P U B L IC  O R  PR IV A T E  G O O D !

One of the most traditionally accepted functions o f government is, as the 
U.S. Constitution put it, “to provide for the common defense.” The essen
tial belief is that security is “a fundamental public service” that requires a 
“special public trust.” 17 Thus, a general feeling is that those who carry out 
its core missions should be responsible to the public and not to other enti
ties.

Accordingly, a particular troublesome aspect of security  granted by 
means of a PMF is its effect on the public good. When the government del
egates out part of its role in national security through the recruitment and 
maintenance of armed forces, it is abdicating an essential responsibility. 
When the forms of public protection are hired through private means, the 
citizens o f society do not enjoy security by right o f their membership in a 
state. Rather, it results from the coincidence between the firm’s contract pa
rameters, its profitability, and the specific contracting members’ interests. 
Thus, when marketized, security is often not about collective good, but 
about private means and ends.

In fact, the concerns over outsourcing functions central to a society’s pro
tection and stability is that reliance on outside firms might undermine the 
social contract. When government is no longer responsible for aspects of se
curity, the rationale for citizen loyalty is thus weakened. Indeed, to the ex
tent that it fails to impose its own monopoly of force, a regime’s very 
legitimacy is contested.48 Politics are now directly and openly linked with 
economic interests (in normative terms, a return to a tymocratic or money- 
based system of governance), which can lead to breakdown of respect for 
governmental authority, and also delegitimiz.es its right to rule.49 Or, as one 
analyst described the industry  in more strident terms, “These khaki and 
Brooks Brothel'S clad mercenaries endorse the idea that power belongs to 
those who can afford it.”50

Any loss o f government legitimacy is a reason for concern, as when this 
happens regimes and their agents often become more reliant on coercion 
if they want to stay in power.51 When linked to commerce, this tendency may
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even be heightened. Historically, private commercial ventures in governing 
colonial zones (ranging from the experiences in the Belgian Congo Free 
State, the Portuguese Mozambique and Nyassa companies, the British Royal 
Niger Company and South Africa Company) resulted in massive abuses of 
power against local populations. They also demonstrate the travesties that 
result from treating government responsibilities as an adjunct to commer
cial operations.’*2

The privatization of security also risks strengthening divisions inside 
countries. A particular illustration of this is the risk of privatizing space 
through the creation of “commercial enclaves.” In weak or conflicted states, 
many multinational corporations see security as just another function that 
they have to provide themselves, comparable to providing their own elec
tricity or building their own infrastructure. So, in the search for the best p ro  
tection, the firms, particularly those operating in the midst of civil wars, 
often hire provider sector military services to protect their investments.53 
But when security is turned into a commodity that can be bought or sold, 
society is. in effect, polarized.54

As an example of how this process works, during the Mozambique war 
the investment conglomerate Lonrho provided its own protection through 
a $ 15  million contract signed with the British firm DSL (later Armorgroup). 
It later replaced the more expensive ex-British special forces DSL teams with 
Nepalese Gurkhas from Gurkha Security Guards. The hired protection in
cluded a 1,400-strong militia, watchtowers, and tanks. Although Lonrho 
profited greatly from the operation, the rest of Mozambiquan society suf
fered greatly from rebel attacks that shifted against less protected villages.55 
The same dynamic, where foreign commercial enclaves received higher pro
tection than local citizenry, has held true in a number of other wars in the 
last decade, from Algeria and Angola to Sierra Leone and Sudan.

In other words, the problem when security is a profit-driven exercise is 
that the wealthy are inherently favored. Those portions of society who can 
afford it will employ the best protection, such as that offered by provider sec
tor firms. Those who cannot afford the protection are often left behind. Not 
only are the worst threats deflected from the privately protected areas, but 
also those portions of society that cannot afford protection have to rely on 
declining, unstable, or nonexistent public means (whose top personnel of
ten shift to the better-paying private side).'*6

The result is that privatizing security potentially hurts the poor dispro
portionately, worsening already deep social cleavages. Moreover, determin
ing who garners protection and who does not, is not just an economic move 
but carries an underlying political action. Creating closed-off ‘enclaves’ in
volves the setting of internal boundaries. Such privatized enclaves are in a 
sense an abandonment of the public realm in security. They represent a “se
cession of the successful” from the rest of society.57
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C O N C L U S IO N S : T H E  G R A Y N E SS O F T H E  P R IV A T IZ E D  R E S P O N S E

At the heart of matter is whether private, for-profit companies and their em
ployees should be involved in protecting the most precious assets of states 
and their citizens. As has been seen, the main concern with privatizing se
curity is that the military market is far from perfect. PMF activities create all 
sorts o f externalities, not all of which are guaranteed positive.

On one hand, private firms point to their relative discipline and the mar
ket incentives to good behavior. At face value, these would seem to limit 
them from engaging in grossly inappropriate behavior as their ultimate 
long-term profit line is dependent on their public image. They also point to 
the positive impact they might have in helping to professionalize a local 
force or supplant ineffective forces that cannot end conflicts. A number of 
people in war-torn states such as Sierra Leone are alive today due to the rise 
of the PMF industry. Thus, in the context in which the firms operate, they 
often can accomplish worthy ends. When their private commercial aspira
tions are aligned with the public interest, they hold the capacity for better 
moral outcomes than what would occur otherwise.

The issue is not so simple, however. The firms are not altruistic by any 
measure. When the means of security are privatized, certain mechanisms of 
moral hazard and adverse selection might lead firms astray. Just as in the rest 
of commerce, war is business where nice firms do not always finish first. As
pirations o f corporate responsibility and a positive public image may be over
ridden by the need to fulfill a contract or be seen as an effective firm ‘thatz

gets things done.’ Even if they try to act only in the purest moral sense 
(which is unlikely, given their structure), there are also the risks of unin
tended consequences over the services they provide. Moreover, a diffusion 
of responsibilities and lack of accountability exists in their operations, par
ticularly in the present unregulated, globalized market. The combination of 
these factors holds the possibility of heightened rogue behavior by certain 
firms or their employees, a negative impact on human rights, and increased 
societal challenges from the devolution of governmental responsibilities. In 
other words, considerations o f the commonweal are matters of morality,
whereas the bottom line is fundamentally amoral./

The result is that PMFs have an ambiguous status when it comes to moral
ity and ethics. Although it may not be satisfying to those who see the world 
in stark terms, to make a blanket, normative judgment about the entire pri
vatized military industry is analytically incorrect and ethically unfair. The 
phenomenon should be considered on its own terms and placed in the 
proper context. As former UN adviser David Shearer writes, “Private mili
tary forces cannot be defined in absolute terms: they occupy a gray area that 
challenges the liberal conscience. Moral judgments on the use of merce
naries are usually passed at a distance from the situations in which these
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forces are involved. Those facing conflict and defeat have fewer moral com
punctions.”58

At their best, PMFs may be able to equal public institutions in their po
tential for protecting society. However, privatizing military services can also 
result in added incentives and potentials for far more negative conse
quences than their proponents would like to admit. Their market lacks any 
measure of regulation and has certain propensities for moral harms. 
Therein lies the ambiguity. Just as the public institutions of the state have 
served both good and evil ends, so too can the privatized military industry.
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15 Conclusions

Frankly, I'd like to sec the government get out of war altogether and 
leave the whole fend to private industry.

— Major Milo Minderbindcr, Catch-22

In 1999, when Executive Outcomes, a pioneer firm in the privatized mil
itary industry closed, some analysts read this to be a death knell for the 
entire industry. Their belief was that the privatized military industry was 

a passing post-Cold War phenomenon, which would disappear because of 
an overall lack of legitimacy and steady contracts.1 Others argued that the 
privatized military industry was here to stay, albeit limited to a minor mar
ket niche. The firms, they reasoned, would only operate in isolated, failed 
states, meeting very- specific supply and demand criteria. I11 particular, the 
activity of such firms would be restricted to the mineral-rich, but essentially 
lawless, areas of sub-Saharan Africa.2

It would appear, however, that these analysts spoke too soon. Or, rather, 
in focusing on one individual firm’s closure, within one sector, within one 
region of the world, they overlooked wider global trends of a broader in
dustry. Such dour predictions failed to take into account the breadth o f pri
vatized military industry, the variation of its business sectors, the wide scope 
of its activity, and its growing and broadened client base.

T H E  F U T U R E  O F  T H E  P R IV A T IZ E D  M IL IT A R Y  IN D U S T R Y

As long as war exists, so will a demand for military expertise. PMFs will re
sultantly benefit from any slack given by traditional sources o f security. The 
overall history of public versus private military actors indicates that the pri
vatized military industry1 will continue to play a significant and increasing 
role in international security in the next decades. Moreover, it will likely do 
so for all measures o f clients. The simple reason is that the very same struc
tural conditions that led to the industry ’s original growth still appear to be 
in place. Few dampening forces loom, while pressures for further expansion 
remain on the rise. As one recent conference report noted, “The supply of 
private security forces and the demand for them are growing by leaps and 
bounds.”3
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The gap in the market o f security that lead to PMFs in the first place re
mains. The open military market is still flooded with weaponry, military ca
pabilities outside the state continue to expand, and the demand from 
internal and external conflicts is not waning. Developing states’ capacities 
appear ever weaker and little evidence suggests that the leading powers will 
militarily re-engage in regions unless they have strategic importance. The 
world community institutions, such as the United Nations or regional peace
keeping, also appear quite distant from any real capability of dealing with in
stability. “Indeed, thirty years from now, the period from the early 1960s to 
the early 1990s may appear as little more than an aberration because the su
perpowers and the great powers were briefly willing to exert a military pres
ence in many states that obviated the market for private security forces.”4

Continued changes in the nature o f war and the realm o f privatization 
will also play a role in sustaining the industry’s health. The growing effects 
o f technology in the revolution in military affairs only reinforce private 
firms’ critical importance to high-level military functions and expose states’ 
inability to supply such activities on their own.5 Likewise, continued reduc
tions and restrictions in force structure “make using a logistics-support con
tractor like Brown & Root almost mandatory.6 Thus, not only has an 
opening been created for PMFs to operate within this former state sphere, 
but the continuing “trend towards worldwide privatization seems to indicate 
that the marketing of military services will continue to be a growth industry 
for the foreseeable future.”7

Moreover, states and other international agents tend to emulate the most 
successful military formats and practices in the system.8 So, for every suc
cessful use of a private military firm, the market will likely expand. In effect, 
the phenomenon that economists call “Say’s Law” might be at work in the 
security market: the mere existence of a supply o f firms will call forth added 
demand for their services.9

A similar effect may also be felt in the normative arena, in that even' suc
cessful military privatization sets a new precedent and expands the realm of 
the possible. The interest o f nonstate actors (including multinational cor
porations and humanitarian groups) in working closer with PMFs is likely to 
grow, as they face increasingly messy operational environments.10 Each ex
pansion thus gives other such actors greater leeway to follow suit in hiring 
PMFs. “At the same time, rebel movements and other non-state actors might 
also see the advantages o f hiring military assistance to bolster their forces, 
and there is little to stop private security companies working for them.” 11

Even the tragic events of September 1 1, which were read by many as al
tering the entire dynamic of global security, have not diminished the in
dustry s prospects. Rather, the attacks only further illustrated that, contrary 
to prevailing assumptions of international relations theory, warfare is no 
longer an exclusive affair o f men in uniform, fighting for their state’s polit-
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ical causes. Rather, warfare, as it was often in the past, has become a multi
faceted affair, involving men and women, inside and outside the public mil
itary, fighting for a variety of causes— political, economic, religious, social, 
and cultural— that often have little to do with the state.

In fact, the PMF industry was one of the few for which the economic out
look was improved, rather than harmed by the September l 1 attacks. Al
though the rest of the U.S. economy and then the global economy sunk into 
doldrums from the shock, the prices o f those in the private military indus
try listed on stock exchanges jumped roughly 50 percent in value, with L-3 
(MPRI’s parent firm) even doubling. This increase reflected a belief that the 
attacks had levied the equivalent o f a “security tax” on the global economy.1" 
The attacks created a heightened sensitivity to security and an increased de
mand for spending on military-style protection, from which PMFs were seen 
to benefit. A number of new firms were even launched in the aftermath of 
the attacks, hoping to tap the broadened market. One example is Janusian, 
a British venture that seeks to provide protection and intelligence against 
terrorist attacks. “It is perhaps an awkward but unsettling truth that the 
events o f September 1 1 ,  which brought such pain and tragedy to so many 
people, has given the corporate security world a new lease on life."13

The policy responses to the terrorist attacks also helped solidify- the in
dustry’s health. Indeed, one Defense Department official’s comments on im
pact o f September 1 1  for PMFs were telling, “The war on terrorism is the 
full employment act for these guys . . .  A lot o f people have said ‘Ding, ding, 
diny, gravy train.’ ” 14

The U.S. military operations in Afghanistan, as w'ell as the UN relief ef
forts, all involved a large degree of contracted logistics, including having 
BRS build and operate military bases all over Central Asia and Dyncorp 
working on related jobs in the Philippines.1  ̂Likewise, “Phase II” of the U.S. 
plan to defeat terrorism involves increasing levels o f military assistance 
around the globe. Military consultant firms are expected to be a major ben
eficiary’ o f these new programs, including leading the effort in building a 
new Afghan force, similar to contracts in the Balkans.16 Finally, the multi- 
million-dollar bounty on Osama bin Laden has led to reports o f private op
erations being started up in Pakistan by some military provider sector firms, 
many o f which have experience operating in the region.17 O f interest, a re
cent poll taken found that only 1 1  percent o f Americans opposed the idea 
of contracting private soldiers to hunt down terrorist leaders, and one con
gressman even submitted a bill reauthorizing the old practice o f privateer
ing toward that aim, indicating a shift in outlook toward private soldiers.18

The PMF industry also stands to benefit from the shift in focus and re
sources created by the attacks. Efforts against terrorism mean that the 
United States and its coalition allies may become engaged in regions o f new 
strategic relevance, which had previously fallen out o f the scope of policy,
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such as U.S. forces’ deployment to Afghanistan, Yemen, and the Philippines. 
However, this comes at a cost. Their attention and force levels in other ar
eas will drop, creating a gap that PMFs will fill. For example, when U.S. mil
itary air reconnaissance assets were shifted out of the Balkans to more active 
operations in Southwest .Asia, a PMF (Airscan) was contracted to replace this 
function for the NATO force. Similarly, the likelihood of Western military 
forces deploying in humanitarian operations with no link to an antiterror
ism campaign are even lower, creating a further push for PMFs taking on 
this role.

In sum, the privatized military services phenomenon appears likely not 
only to endure, but also to thrive in the coming years. Indeed, some groups 
have described the further proliferation of PMFs as almost “ inevitable.” 19 
Thus, as shocking as private firms supplying military services might have 
been a few years back, it is no exaggeration to say that are “the wave of the 
future in terms of defense and security.”20

F U T U R E  A V E N U E S  F O R  T H E O R Y  A N D  R E S E A R C H

The emergence of this industry will affect international security in a num
ber of critical ways. As a result, security analysts must face the very real exis
tence of corporate actors with a direct role in the military field. Most 
fundamentally, PMFs challenge one of the basic premises of the study o f in
ternational security: that states possess a monopoly over the use of force, and 
thus the study of security can be based on the premise that states constitute 
the sole unit o f analysis. As explored in previous chapters, outdated as
sumptions about the exclusive and permanent role of the state in the secu
rity sphere certainly require re-examination and amendment to account for 
recent developments, including the rise o f PMFs.

The broadening of civil-military relations theory to allow for private, 
third-party impacts is an example of how this can be done in a way that adds 
to, rather than devalues, the core of existing theories. Similarly, building in 
the impact of the broader military outsourcing market would strengthen 
theories o f arms races and conflict formation. The Ethiopia-Eritrea exam
ple illustrates how a prediction based on present theory fails without these 
changes. Thus, further, more specific empirical tests on the impact o f PMFs 
in such areas as the likelihood of interventions, their effect on arms races, 
regional conflicts, level o f human rights, and evolving changes in interna- 
tional law and norms are all future avenues for research and study.

Viewed in this light, the findings of this book also suggest that if bound 
by parochialism we will miss out on understanding. Wherever useful, schol
ars should being willing to integrate tools and findings from other fields. 
Insofar as military services are now provided in markets, students of inter
national security might well take counsel from the study of related arenas,
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including: business strategy, the politics of international markets, the new 
economics of organizations, and research on business sectors marked by 
contract competition and agency issues.21 For example, the study of alliance 
and coalitions must now allow for the potential o f PMFs, with new possibili
ties o f state-firm and inter-firm networks. Learning about how such networks 
might form and operate is thus useful. Likewise, the impact o f “branding’' 
might become relevant in certain conflict situations, including the possible 
effect of PMFs’ reputations deterring or provoking war. Evidence also sug
gests that, with the entrance of PMFs, strategic decisions taken in wars might 
be motivated not by their local effect, but rather by their greater impact as 
marketing tools in dealings with future clients.22

PM F P O L IC Y  R E C O M M E N D A T IO N S

A fundamental premise of this book is that the study of international rela
tions and indeed of political science generally should be concerned not just 
with theory and research, but with real world relevance as well. The new pri
vate military industry poses issues and challenges that must be addressed by 
governments, militaries, humanitarian advocates, and beyond.

The critical first step toward any successful policy is to broaden the un
derstanding of the issue at hand. Heightened appreciation is required of the 
privatized military industry’s potential and its underlying dynamics and chal
lenges. In short, any policy toward PMFs that is born of ignorance is unlikely 
to yield the best results.

Just as militaries recently have had to develop a system for working with 
NGOs and aid groups, so too they should begin to consider how they will 
deal with PMFs during operations, as they will increasingly encounter them 
in the field. These range from establishing specified rules o f engagement, 
attuned methods of targeting, and developing regulations for the status and 
treatment o f private military personnel when captured as prisoners of war.

Multilateral and nonstate organizations, in turn, must develop their own 
policies toward PMFs. Nongovernment organizations and multilateral insti
tutions, including the United Nations, the World Bank, and the Interna
tional Monetary Fund, must become more aware of their own direct and 
indirect interfaces with PMFs. Some international agencies have hired the 
firms, while other branches o f the same organizations concurrently have ex
coriated the practice. The United Nations in particular is guilty of this hyp- 
ocritic duality. Equally, many international financial bodies provide loans 
that ultimately end up paying for PMF contracts in weakened states. Such 
organizations should immediately establish their own official policies to
ward the industry and actually implement them. At a minimum, they should 
establish checklists to use in vetting PMFs, before they even consider hiring 
them.
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Chapter 1 1  explored how PMFs alter traditional expectations of interna
tional security. As a result, intelligence organizations must become attuned 
to firms’ presence. In particular, they must pay heed to the firms’ abilities to 
shift local force levels and threat potentials. Likewise, the impact of corpo
rate branding and marketing, and the potential of state-firm and inter-firm 
networks are not just academic matters, but might very well become relevant 
in certain conflict situations.

Many foreign policy pundits and policy activists, particularly those work
ing in the humanitarian oonmiunilv, have begun to comment and act on the 
privatized military industry. Some condemn the firms wholesale, while oth
ers extol them at every opportunity, despite the fact they usually have mini
mal expertise on the topic. Their search for headlines may well backfire with 
negative results in the field. A key is to recognize the tensions that exist be
tween economic efficiency and military effectiveness on the one hand, and 
private motivation and political accountability on the other. Informed citi
zens, in turn, must also be sure to distinguish between sincere policy advo
cates and paid lobbyists. The media has a responsibility in aiding this effort 
to explore the industry with more depth and forthrightness.

A pressing policy concern is the lax and haphazard way in which govern
ments have privatized their own military services over the last decade. The 
simple fact that one can outsource does not always mean one should. Rather, 
each contract decision should be given due consideration and not be taken 
before a fully informed, risk-based assessment.23 At the higher decision-mak
ing levels, the general practice o f military service privatizing should be re
examined. Specifically, senior officials should critically evaluate the 
purported costs savings and overall implications of turning over essential 
military services to the private market.

Given the control problems discussed in chapter to, wherever possible pri
vate contracting should be kept out of critical battlefield areas. These are sec
tors over which the commanders must have too percent assurance that their 
orders will be carried out. When the military requires a service, it should be 
sure to examine first the possibilities offered within the force, across other 
service branches, and then to trusted allied forces. Even in situations with 
marginal economic cost, these military options provide the insurance of es
tablished military structures. Otherwise, the combination of business agency 
issues, along with the normal fog and friction of war, present real dangers of 
potential losses of control that could be decisive in battle.24

If an informed decision is taken to outsource military activity, then it must 
be done in a clear and well-thought-out manner. There must be a dedicated 
focus on managing the relationship to protect the public interest. Trust only 
goes so far in the business environment that governments are now entering.o  o  o
The cost-saving advantages o f competition must be maintained, for that was 
the very reason private sphere services were sought in the first place. For this
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reason, the present practice of sole-source contracts should be ended wher
ever possible, since it combines the dangers o f a monopoly with the ineffi
ciencies o f a government bureaucracy. Contracts, instead, should be broken 
down in order to mitigate the risks and increase savings.'25 At the same time, 
clients should remain aware o f reducing potential redundancies in privatiz
ing. For example, the U.S. military might not be served by separate and par
allel logistics support sector agents for each of the four services (as is the 
likely outcome with the LOGCAP program), but rather choose an inte
grated but subcontracted system.

The contract-making process is also quite important. The current norm 
of hiring firms to perform exploratory analyses and then paying the very 
same companies to enact their own recommendations is rife with risk. As a 
first step, potential clients should establish independently what they feel is 
a reasonable cost (i.e., what expenses a prudent firm would incur in the 
course o f conducting a competitive business), before consulting with a firm 
on this basis. They should then seek out other competitive offers.

A kev realization of contracting is that a firm becomes an extension of 
government policy and, when operating in foreign lands, its diplomat on the 
ground. As such, the firm’s reputation can precede it and implicate the gov
ernment as well. Thus when selecting the bids, the government should also 
keep in mind firms’ public reputations. As an illustration, the sex crimes 
committed by DynCorp employees in the Balkans have stuck to the firm’s 
international brand recognition (a search of the Internet reveals over 800 
citations o f “DynCorp” with “sex trade”), such that when governments sign 
even mundane military base support contracts with the firm, the contracts 
end up being described by the press in such terms as “American Firm in 
Bosnia Sex Trade Row Poised to Win MoD contract.26

A business-sawy government would also do well to establish prior ac
ceptable and sound business practices for the contract, in order to deter
mine a metric for weighing the bids, rather than just relying on what 
obviously self-motivated firms bring to the table. Likew ise, “hard-wired” bid
ding processes where a pre-set winner has already been determined rarely 
work to clients’ benefit; they should be avoided. If possible, contract terms 
should also be negotiated with motivating structures in mind. Incentives 
should be built in to maximize performance, while punishment for cost 
overruns should be established.

No matter the level o f perfection in the original contract agreement, 
proper supervision and administration of the contract is critical to head off 
the negative side ef fects of a private agent’s profit motive. This is doubly im
portant in the military sphere. Managing a complex, ongoing relationship 
w ithout a clear concept of how the results will be measured is impossible. A 
prior “scorecard” of firm and client responsibilities and desired results must 
be clearly defined in advance. Preferably, a mechanism for multiple perfor
mance evaluation periods should also be established.2'
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A definitive way to enforce responsible contracts must also be set up in 
advance, so that if fraud or defection by the firm is discovered, the process 
and regulations that were broken are not revisited, but rather the perpetra
tor is immediately punished. The sanctions should also be heavy enough to 
deter others in the future.-8 Most important, privatizing services does not 
mean turning over oversight. Links with the PMF must be established at theO O
tactical, operational, and strategic level, to ensure that client interests are 
maintained.

Such requirements o f properly managing military outsourcing may re
quire new skills for public service jobs. If the decision is made that military 
service privatization is the preferred option for future operational savings, 
public organizations must then invest in developing the new leadership 
competencies that will be demanded of them. For example, proficiency in 
communications, negotiation, strategic planning, project management, and 
even marketing will be critical for those working on military privatization is
sues, often more so than traditional command or bureaucratic skills. One 
option is to ensure that those personnel who oversee PMF contracts have 
business experience themselves. This could be accomplished by providing 
fellowships for military officers at cutting-edge businesses, whose success 
also hinges on outsourcing (analogous to the present fellowship program 
that places officers into academic institutions). This would provide the mil
itary a better institutional expertise in privatization.-9 Given their increas
ing role in the successful execution of military operations, there must also 
be an adequate number of these public eyes and ears. Currently, there are 
just twro such contracting oversight officers per division in the U.S. military. 
As experienced in the Balkans and Central Asia, this is certainly not enough 
at the present level o f outsourcing in contingency operations, let alone at 
potential future levels.30

There is also little evidence that the strategic and doctrinal implications 
o f privatizing critical military services on the battlefield are being ad
dressed.31 For example, the exact points o f interface between public forces 
and contracted forces may be places of particular vulnerability that an ad
versary might exploit in either the physical or electronic realm. Likewise, 
force commanders must be aw are o f the risks and take efforts to mitigate the 
contractual dilemmas outlined in chapter lo  that could hamstring a force.

Successful use o f privatized military support begins with key unit leaders 
facing the issues at their home station, rather than being introduced to themO O
in the midst of a crisis. As one U.S. Army colonel writes, “With any military 
operation, the ‘ five Ps’ prevail: Prior planning prevents poor performance. 
The contractor must be integrated into the planning process, or major dis
connects will occur during the military operation when it’s time.”3-

Pilot studies and joint training exercises o f various sizes and scope should 
be implemented to identify shortfalls and failures when contracting with 
PMFs. Careful analysis will identify changes required to optimize outsourc
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ing results and establish clear tenets and objectives.53 Specific areas to ex
plore include how to diminish the risks of dependence and defection and 
how to establish regulations and standards that take into account the new 
reality o f civilians deployed on the battlefield. These include the exact rules 
of engagement, identification requirements, and where they fall under mil
itary command. If privatized military support firm employees do not bear 
arms because of legal concerns, then additional force protection require
ments must also be thought out, to ensure that those providing critical sup
port are not a source of vulnerability. Although PMFs should obviously be 
consulted in these reviews, it seems intuitive that the actual writing of them 
should not be privatized, as has happened with prior field manuals.

Legal Maneuvers
If this industry is to be around for the coming decades, then how to reg

ulate it is an important concern. Unfortunately, the applicable international 
legal definitions and regimes relating to private military actors focus on in
dividual mercenaries, and have been found inapplicable to PMFs. Moreover, 
the very definitions that international law uses to identify mercenaries (the 
combination of Article 47 of the 1977 Additional Protocols to the Geneva 
Conventions and the 1989 International Convention against the Recruit
ment, Use, Financing and Training of Mercenaries) include a series of 
vague, yet restrictive requirements. The result is that it is near impossible to 
find anyone, anywhere who fits all the criteria.51 In fact, one commentator 
within the PMF industry has noted that anyone who manages actually to get 
prosecuted under the existing anti-mercenary laws actually deserves to “be 
shot and their lawyer beside them.”55 Even if these legal definitions were not 
vague, few credible mechanisms are available to implement or enforce them 
at the international level.

National-level legal approaches mirror the weaknesses o f international 
law'. The vast majority o f domestic laws and ordinances across the globe ei
ther ignore the phenomenon of private military actors altogether, deferring 
to the issue back to the flawed international level, or fall well short o f being 
able to define or regulate the industry.31’ Only a small number of nations 
have regulations that even apply to the PMF industry and none is considered 
effective or even fully fleshed out at this time. For example, in cases where 
their contracts also involve arms transfers, U.S.-based PMFs must seek li
censes under the International Traffic in Arms Regulations. But the actual 
licensing process itself is idiosyncratic.57 “The Defense and State Depart
ment offices that have input into the process vary from contract to contract, 
and neither the companies nor independent observers are exactly clear 
about how the process works.”58 In addition, under current United States 
law as long as the contract is under $50 million any U.S. military firm can 
work abroad with no congressional notification requirement.59
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Finally, once a PMF receives a license, no specific oversight requirements 
are in place to monitor how the contract is actually carried out. U.S. embassy 
officials in the contracting country are charged with general oversight, but 
no official actually has a dedicated responsibility to monitor the firms or 
their activities. Instead, many see this as contrary to their job  requirements. 
When asked whether his office would pursue the employees of Airscan who 
had coordinated air strikes in Colombia that killed civilians, including nine 
children, one State Department official responded, “Our job  is to protect 
Americans, not investigate Americans."40

Even if more states had better laws, the reality is that many PMFs operate 
as global businesses, with their contract activities occurring elsewhere. Many 
PMFs also operate in institutionally weak areas, such as failed state zones, 
where the local government is either unwilling or unable to enforce its own 
laws. This means that any observation of and enforcement against them de
fers back to their home state. Extraterritorial observation and enforcement, 
however, is almost impossible to carry out effectively. In addition, the orga
nizational form of most PMFs also allows them to circumvent legislation. Be
ing service-orientated businesses, operating on the global level, and often 
having small infrastructures, PMFs have the ability to move across borders 
or transform themselves, whenever and wherever they choose.

The overall result of these various factors is a general vacuum in law. At 
present, PMFs are relatively free o f any form of legal control to prevent or 
punish abuses by the firms or their employees. As a result, a number o f reg
ulatory schemes have been offered by various interested actors. Many, in 
fact, have been proposed by the firms themselves, who recognize regulation 
as the means to increase their respectability and or even market dominance 
(by squeezing out firms that do not meet their proposed standards).41 How
ever, on closer analysis, other than providing voluntary guiding principles, 
these proposals remain far too self-biased or underdeveloped for implemen
tation.

Given that PMFs are offering sendees of concern to society as a whole, it 
would appear that ordinary business privacy norms do not apply in full. The 
firms must realize that they have to be open to a higher degree of scrutiny, 
including full disclosure of equity partners and client lists. Their current 
lack of full transparency has backfired, as it feeds concerns about firms’ ul
terior motives and certainly bars any realization of full legitimacy.4-

As a first step, industry-wide standards of transparency, human rights, and 
best practices, should be developed, akin to the Health, Safety, and Envi
ronment practices that the oil industry established in the late ltjSos.43 How
ever, as the same example illustrates, although industry self-regulation is 
certainly welcome, it is not the final answer to assuage public concerns. Vol
untary codes provide a baseline for excoriating firms that break rules they 
have signed, but often are simply a weak mechanism for shaming the shame
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less. In short, they give the cover of prior untested compliance without any 
real commitment. External regulation carried out by public bodies is the 
only way that any real protection can be established.

If governments want better control over the impact of the industry, then 
stronger and clearer regulation is necessary of both the firms that are based 
in their territory and those with whom they contract. Essential requirements 
include more transparent licensing processes, government oversight over lo
cal PMF contracts, and the establishment o f financial and operational re
porting requirements o f the firms.44 The business services provided by PMFs 
are military in orientation, but also impact the realm o f foreign policy. Over
sight should thus be multi-agency, involving the Commerce, State, and De
fense Departments, or their local equivalents, in order to ensure full 
coverage of the nuances o f the issues.

Such improvements in regulation are needed even in the few states that 
already have laws on the books that deal with PMFs. For example, the U.S. 
Congress should establish a more consistent and transparent licensing 
process that specifies oversight o f U.S.-based PMFs and sets strict and pub
lic reporting requirements. The concern over the activities of certain PMFs 
in Colombia could be used as a basis for building the political will behind 
this. The current overly high monetary threshold for notification to Con
gress of pending contracts should also be lowered to make it more difficult 
for sizable military services to escape public monitoring.45 Likewise, the Mil
itary Extraterritorial Jurisdiction Act could be expanded to include the ac
tivities o f U.S.-based PMFs and/or PMF employees who are U.S. citizens 
working abroad, regardless o f their client. Presently the Act only applies to 
civilian contractors working directly for the U.S. Department of Defense on 
U.S. military facilities; it does not apply to contractors working outside U.S. 
facilities, those working for another U.S. agency (such as the CIA), nor to 
U.S. nationals working overseas for a foreign government or organization.45

As these developing national standards become better suited to deal with 
the legal complexities o f the PMF industry, leading states would do well to 
assist the process o f international harmonization.47 For example, the British 
government is presently pondering its own licensing approach toward PMFs, 
and laid out a set o f potential options in a “Green Paper.”48 However, this 
paper took two full years to craft and immediately came under fire from Par
liament.49 Thus, at the time of publication, it appears that the British plan 
has been kicked further down the road. Eventually, some sort o f regulatory 
scheme must be enacted by the government, in which the greater the ob
servation and transparency, the better. Whatever the outcome, however, the 
British government’s interests would be best suited by making sure its regu
latory scheme is widely disseminated and explained to its allies and other in
terested states, including perhaps linking up with a wider European Union 
policy that could be harmonized with the United States’s policies.
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Such national-level responses only provide a stopgap, however. Unless 
each and even- state develops sufficient legal controls— an unlikely devel
opment— rogue PMFs will still be able to slip through the seams o f the law. 
A globalized industry demands a globalized response.

The substance of such an international regulatory system is a source o f 
great potential debate and thus requires careful consideration of the process 
by which it is to be achieved. One compromise that guards representative 
public interests is the convening of a special task force on the industry un
der the auspices of the UN Secretary General and his Special Rapporteur 
on Mercenarism. ’0 A body of international experts, with input front all 
stakeholders (governments, the academy, nongovernment organizations, 
and the firms themselves), could establish the parameters of the issues, build 
an internationally recognized database of the firms in the industry, and lay 
out potential forms of regulation, evaluation tools, and codes of conduct 
that public decision-makers could then weigh and decide upon. This task 
force could ultimately become the core o f a permanent international office 
designated to handle such issues on a normal basis.

If so approved, this office could perform audits o f PMFs that would make 
them sanctioned businesses, in a process akin to the present list of UN-ap
proved contractors. This would include subjecting PMF personnel databases 
to appraisal for past violations of human rights. As a sanctioned business, 
not only could a firm work on behalf o f the United Nations, but would also 
be in a better position to gain contracts from any other clients, ranging from 
humanitarian groups to large multinational companies, who are concerned 
about their image. PMFs, thus, will be motivated to support this system, in 
that it “clears” them for business with lucrative market sectors.

The same body could then review any contracts made with these cleared 
firms, with right of refusal. This would help control any propensity o f PMFs 
to work for unsavory clients or engage in contracts that are contrary to the 
public good. If it approved of the contract, the body would then have the 
option to provide operational oversight where it sees a need. In certain 
cases, most likely provider firms carrying out combat activities, the interna
tional body could send teams, made up of neutral and independent military 
observers, to ensure that the firm not only followed the international laws 
of war, but also was not engaged in any breach of its operating obligations. 
These independent observer teams should have powers not only to moni
tor, but also certain powers to suspend payments, in order to establish their 
authority over the firm.

If the firm was found in violation of its contract terms or any laws of war, 
it would risk punishment. The exact nature o f these sanctions, however, is 
another area in dispute and is generally unexplored in the various moni
toring plans. PMFs would prefer that sanctions be solely market-based, with 
offending firms removed from the list o f approved companies. Although
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this may be appropriate for instances where firms commit contract viola
tions, it is insufficient for more egregious violations in the human rights 
sphere. In addition, market-based sanctions are also not a sufficient deter
rent for controlling actions by individual PMF employees. One solution is to 
require that both firms and their employees agree in their original contract 
terms to face any legal sanction that the International Court o f Justice or an
other international legal body determined to be commensurate with their 
violations/’ 1

Development of such oversight processes will require time and political 
will. Hopefully, it will not first require the catalyst of a major abuse or crisis 
related to PMFs to jumpstart the process.

F IN A L  T H O U G H T S

In the end, no policy toward the phenomenon of military privatization can 
be effective without an understanding of the industry, its dynamics, and its 
range of possibilities and challenges. Ideally, this work has provided the be
ginnings o f that independently established base o f knowledge.

Over the last half-centurv, the international environment has trails- 
formed. It has seen the rise o f a host of new actors, from international or
ganizations and multinational corporations to nongovernmental groups 
and transnational networks. I11 the realms of politics, business, science, law, 
trade, finance, communications, crime, and advocacy, these actors have 
each globalized new functions and capabilities. They now share the global 
system with sovereign states, that have often been equally transformed. 
Within each functional domain, some o f these groups are weaker than states 
and some are stronger. They all interact, bargain, cooperate, and conflict.52 
Now, with privatized military firms, the ability to wage war has become a glob
alized function.

Just a decade ago, a book on private firms being players in the global se
curity system would have been simple fiction. The private military industry 
is now a reality. Its emergence raises possibilities and dilemmas that are not 
only compelling and fascinating in a theoretical sense, but also driven by 
their real world relevance. It is thus paramount that our understanding of 
privatized military firms continues to be developed.

In conclusion, the old proverb used to be that ‘War is far too important 
to be left to the generals.’ For the 21st century, a new adage may be neces
sary: War is far too important to be left to private industry.



Postscript: The Lessons of Iraq

O n March 1 9, 2003, U.S. forces invaded Iraq. It was a defining mo
ment for U.S. foreign policy, causing repercussions for America's 
standing in the world that will likely last for decades. The Iraq 

war was also a defining moment for the privatized military industry. In a 
sense, the war was a new testing ground, not only for the industry but also 
for whether the trend lines laid out and predicted in Corporate Warriors 
(which was written before the war, over the period 1999 to 2002) would 
hold up.

As the book discusses, the privatized military industry started in the early 
1990s, driven by the end o f the Cold War and associated political, economic, 
and ideological changes. It was growing in size and scope each year, but that 
growth exploded after the Iraq invasion. It was as if the industry o f private 
military services, already thriving at the time Corporate Warriors was first pub
lished, was put on steroids. In turn, the dilemmas laid out in the book be
came even thornier.

W H Y  C O R P O R A T E  W A R R IO R S  IN  IRAQT

Historians will debate many things about the Iraq war, its motivations and 
miscalculations. But consensus already has started to build that insufficient 
U.S. forces were sent for the mission expected o f them because o f a failure 
of leadership, or pure hubris on the part o f civilian leadership in the United 
States, especially President Bush, Vice President Cheney, and Secretary of 
Defense Rumsfeld and their so-called neoconservative cheerleaders. 
Indeed, a few months before the invasion, Rumsfeld publicly excoriated one 
of his senior military advisors, Army General Eric Shinseki, for even 
suggesting that the operation might not be a “cakewalk,” as some w-cre 
predicting, and that additional U.S. troops would be needed after the initial 
fight. Like Cassandra’s in the tales o f the Trojan War, Shinseki’s warnings 
were first ignored and then, too late, proved true.

Even worse, the planning for the Iraq operation focused only on the in
vasion itself, and there were no realistic plans or structures in place for what 
would come after it. This was the height o f folly. It ignored a most basic les
son o f Carl von Clausewitz, one o f the thinkers most cited at military acade

*43
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mies; Clauscwit/ wrote that in war one should ensure “not to take the first 
step without considering the last.”

As the military and the Bush Administration wrestled with the policy 
dilemmas caused by this lack of planning, private military  contractors 
seemed to provide an attractive answer to many of their problems. The key 
difference from prior wars in the modern era is that previously this alterna
tive had not existed.

It is sometimes easier to understand how the use of private military con
tractors came about by looking at the issue in reverse. A core problem that 
U.S. forces faced was insufficient troops, and there were several potential an
swers—but each of them was considered politically unpalatable. The first pos
sibility would have been not to invade the country and instead to focus on the 
actual group that had attacked the U.S. on y / i  l, al Qaida, which had been 
based in Afghanistan not Iraq.1 Indeed, if most Americans had been informed 
that the operation would require hundreds of thousands of troops, leave thou
sands of them dead, cost hundreds of billions of dollars, and last for years, all 
the while targeting a foe that was not linked to q / l l, they likely would have 
demurred. But that was not the way the public debate went in 2003. Driven 
by calculated misuse of intelligence reports, the debate focused more on Iraqi 
weapons of mass destruction that turned out to be nonexistent.

With the decision made to invade Iraq, one answer to the problem of in
sufficient forces would have been for the Bush Administration to send more 
regular forces, beyond the original 135,000 planned. However, this would 
have necessitated publicly admitting that the administration, and most par
ticularly Secretary  Rumsfeld, was wrong in its planning. Plus, such an ex
panded force would have been incredibly onerous for a regular force 
already stretched thin by the war in .Afghanistan, as well as by broader global 
commitments.

Another option would have been a full-scale call-up of the National 
Guard and Reserves, as originally envisioned for such major wars in what was 
called the “Abrams Doctrine.” To do so, however, would have prompted 
widespread outcry among the public (as now the war’s effect would have 
been felt more deeply at home), the last thing the Administration wanted 
as it headed into what was a tight 2004 Presidential campaign.

Some proposed persuading other allies to send their troops in, much as 
NATO allies and other interested members of the UN had sent troops to 
Bosnia and Kosovo, to help spread the burden. This would have involved 
tough compromises, however, such as granting UN or NATO command of 
the forces in Iraq, in w hich the Bush Administration simply had no interest. 
Plus, much o f the world vehemently opposed the invasion, in which the Bush 
Administration often seemed to delight in the run up to the war (recall the 
whole “Old Europe” and “freedom fries” silliness). So, the likelihood of 
NATO’s or the UN’s sending troops was always minimal.
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By comparison, the private military- industry was an answer to these prob
lems and, importantly, an answer that had not existed for policymakers in 
the past. It offered the potential backstop of additional forces but at no po
litical cost. That is, there was no outcry when contractors were called up and 
deployed. As well, if the gradual death toll among American troops threat
ened to slowly wear down the President’s approval ratings, contractor casu
alties were not counted in official death tolls and had no impact on these 
ratings. Hence, they were looked at by policymakers as almost a "positive ex
ternality,” to use an economic term. That is, the public usually didn’t even 
hear about them, and, when they did, they had far less blowback on the gov
ernment. Notice the irony that for all the focus on contractors as a private 
solution, the costs savings were political in nature.

From what we can see from tracing the contracts, the decision to employ 
contractors in Iracj did not come in one single, grand conspiratorial meet
ing (as many detractors of Vice President Cheney often assume), but rather 
through an ever expanding series of decisions at multiple levels. Time and 
again a need cropped up (be it truck drivers for fuel convoys or guards for 
civilian leaders) that the military either did not want to divert limited forces 
to satisfy or could not meet with the troops on hand. Private military con
tractors then were hired, and, as the discussion in the book of Say’s Law fore
told, once one service had been carried out in one sector, it soon expanded
to other sectors and across the system./

Today, because of a lack o f sufficient management and oversight, neither 
the U.S. Congress nor the Pentagon knows exactly how many contractors 
are working for the United States in Iraq, exactly how much has been spent 
on them, or even how many have been killed or wounded. In 2005, I was 
even contacted by the Pentagon to help them determine these numbers. 
Imagine running a business where vou don’t even know the number of em
ployees you are paying; Enron had better accounting than this, yet that is 
the problem in Iraq still today.

Estimates o f the number of contract personnel in Iracj vary widely. In 
2006, the United States Central Command estimated the number to be 
around 100,000 (such a jDerfectly round figure raises some questions). The 
same year the Director of the Private Security Company Association of Iracj 
estimated that 18 1 private security companies were working in Iraq with 
“'just over 48,000 emjDloyces.” In 2007 an internal Department o f Defense 
census o f the industry found that almost 180,000 private contractors were 
employed in Iraq (compared with i(3o,ooo total U.S. troops at the time). 
Even this figure was thought by officials to be low, because a number of the 
biggest companies, as well as any firms employed by the Department of State 
or other agencies or NGOs, were not included in the census.2

So, almost five years in, no one has an exact head count o f contractors in 
Iraq. Part o f the confusion lies in the various ways that different observers



catcgori/.c the industry. For example, the lower estimates tend to count only 
armed military provider types (or, as they sought to be called in Iraq, “pri
vate security”), whereas the higher counts tend to include the entire indus
try o f companies providing military services and sometimes lump in 
contractors carrying out non-military functions, such as reconstruction.

We may not know the exact number, but we do know that even the low
est estimates place the number o f contractors at a significant percentage of 
the U.S. presence, perhaps even greater than too percent. We thus know 
that the number is far larger than the size of any U.S. Army division and, 
even more, greater than the sum o f all the troops that other nations have 
sent to Iraq combined (today at roughly 1 2,000 and in steep decline due to 
withdrawal plans). So, for all President Bush’s talk of building a “Coalition 
of the Willing,” the reality is that the Iraq war has seen the creation o f some
thing new: a “Coalition of the Billing.”

With these greater numbers come greater costs. By one count, as o f July 
2007, more than 1,000 contractors have been killed in Iraq and another 
1 3,()(K) wounded (again the data are patchy, with the only reliable source be
ing insurance claims made by contractor employers and then reported to 
the U.S. Department o f Labor).3 Since the “Surge” started in January 2007 
(this was the second wave o f increased troop deployments, focused on the 
civil war), these numbers have accelerated; contractors have been killed at 
a rate o f nine a week. These figures mean that, again, the private military in
dustry has suffered more losses in Iraq than the rest o f the coalition of allied 
nations combined. The losses are also far greater than any single U.S. Army 
division has experienced.

It is important to note that the contractors paid for by the U.S. taxpayer 
(either directly via the U.S. government or indirectly via companies em
ployed by the U.S. government to do things like reconstruction that in turn 
hire PMFs) come from all over the world. In addition to Iraqi and U.S. citi
zens, contractors working in Iraq also include citizens from at least thirty 
other countries, some o f whom were hired in violation of their home state 
laws. Indeed, a special investigation by the Chicago Tribune, in an article that 
won the Polk Award for best international reporting, revealed how some sub
contractors used deception and coercion to recruit such “third party na
tionals” to work at U.S. bases in Iraq.4

These numbers in personnel translate into immense financial figures as 
well. The Senate Armed Services Committee estimated that reliance on con
tract employees has “grown dramatically” during the last few years, reaching 
S i 5 1 billion in 2006 (again, this figure likely uses a wide definition o f con
tractor services and includes overall Pentagon operations, not just Iraq).3 
For example, the largest contract in the war has been with Halliburton-KBR, 
one o f the case studies in Corporate Warriors. Continuing its work with the 
LOGCAP program, it provided the Iraq mission’s logistics, as well as the ef
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forts to restore the Iraqi oil system, which was originally folded under Pen
tagon contracting (many claim without proper competition). By summer 
2007, the contract value for just this one company’s work in Iraq was re
ported to be worth as much as $20.1 billion.6

To put this into context, the amount paid to Halliburton-KBR for just that 
period is roughly three times what the U.S. government paid to fight the en
tire 1991 Persian Gulf War. When putting other wars into current dollar 
amounts, the U.S. government paid Halliburton about $7 billion more than 
it cost the United States to fight the American Revolution, the War o f 18 12 , 
the Mexican-American War, and the Spanish American War combined (in
terestingly, the $2.2 billion that the U.S. Army has claimed Halliburton over
charged is almost double the amount in current dollars that it cost the 
United States to fight the Mexican-American War, a war that won the United 
States Arizona, New Mexico, and California).7 Having made $2.7 billion in 
profits in 2006, the firm announced in 2007 that it would be relocating to 
the United Arab Emirates, where it won’t have to pay taxes or worry about 
an extradition treaty with the United States.

While many people focus on the booming numbers, even more impor
tant to the discussion of the industry are the roles that private soldiers per
formed, each critical to the success or failure o f the operation.

Before the invasion o f Iraq, private contractors helped with such roles as 
war-gaming and field training exercises in Kuwait. Their most important 
role, though, was handling the logistics and support during the war’s 
buildup (For the armchair generals that sometimes downgrade the military 
importance of logistics, General Omar Bradley perhaps put it best, “Ama
teurs talk about strategy. Professionals talk about logistics.” ). For example, 
the massive U.S. complex at Camp Doha in Kuwait, which served as the 
launchpad for the invasion, was built, operated, and even guarded by an 
armed private contractor force.

During the invasion of Iraq, private military employees served these and 
a variety of critical roles, from handling the logistics and support for troops 
as they advanced into Iraq to maintaining, fueling, and arming many o f the 
most sophisticated weapons systems like the F-i 17  stealth fighter, Apache at
tack helicopter, F-15 fighter, and U-2 reconnaissance aircraft. They even 
helped operate highly technical combat systems like the Global Hawk UAV 
and the air defense systems in both the Patriot missile batteries and on board 
numerous U.S. Navy ships.

But it was in the ensuing occupation period where the firms’ roles ex
panded even further. While President Bush declared “Mission Accom
plished” at his infamous May 1, 2O03 aircraft carrier landing press event, 
violence in Iraq escalated over the next years. As the mission grew more dif
ficult, private military firms began to be used as a stopgap, in lieu of send
ing more U.S. troops to fill the lack o f significant allied support.
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Private military personnel from all three business sectors discussed in the 
book played key roles. Military support iirms provided logistics and other 
forms of technical support and assistance; military consulting firms provided 
the training of the post-Saddam police, paramilitary, and army, as well as 
other analytic roles, including in the military- intelligence realm that would 
later prove so controversial; and military provider firms multiplied on the 
ground. They provided convoy escort and protection of key bases, offices, 
and facilities from rebel attack. Even the top U.S. official in Iraq, Coalition 
Provisional Authority head Paul Bremer, was guarded by a private military 
contingent from the Blackwater firm, replete with three privately-crewed 
armed helicopters that were the same model that U.S. special operations 
forces used. In short, the Iraq operation could not have been carried out 
without private military’ support.

At same time, the darkest episodes of the Iraq war all involved privatized 
military firms. These included the allegations of over-billing and other forms 
of war profiteering that have swirled around Vice President Cheney’s old 
Hallibui ton-KBR firm, the tragedy o f four employees o f the Blackwater mil
itary’ provider firm being killed and mutilated on video at Fallujah and the 
subsequent battles that engulfed the area, and the Abu Ghraib prison abuse 
scandal, where private military’ employees were reported by U.S. Army in
vestigators to have been an integral part o f the pattern o f abuse.

Simply put, when the histories of the Iraq war are written, by necessity, 
the private military industry will fill the pages. The somewhat hidden in
dustry that Corporate IVarriors introduced to the world has truly come into its 
own.

If the book raised the importance of an industry early on, how does the 
book’s analysis of the trends look in retrospect? Did Cotporale Warriors stand 
up to the changes that played out over the next few years after it was pub
lished? Did it prove useful to people working in the field or politics and pol
icy?

T H E  R E A C T IO N  T O  C O R P O R A T E  W A R R IO R S

Looking back on the book almost five years after Corporate Warriors was 
published, my admittedly biased eyes believe that it has held up to the 
ultimate test case of Iraq.

It has sold beyond the academic audience for which it was originally in
tended and has been translated into languages ranging from Japanese to 
Lh du. It was named a co-winner by the American Political Science Associa-z

tion o f the Gladys M. Kammerer award, among the finalists in international 
affairs books o f the year by the Gelber Prize, and a “top ten summer read” 
by Businessioeek. The work was featured in the History Channel documentary
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Soldiers for Hire and provided background for plotlines in the TV' drama The 
Ufa/ Wing and the movie Blood Diamonds. Even more exciting for an acade
mic like me was the positive response from the folks working in the field, 
from being invited to lecture on the topic at military bases to being emailed 
by a contractor I had originally interviewed for the book that he had just 
picked up a copy at Bagdad International Airport (BIAP, one of the early 
hubs for the industry in Iraq).

I should be clear, though, that not everyone was happy with the book and 
the subsequent articles that flowed from its research. Since it came out, I 
have received two death threats, three assault threats, and two threats o f law
suits from companies that didn’t like their dirty laundry being aired. Fortu
nately, none came to fruition; they were meant for intimidation, and when 
that didn’t work they backed off.

I must confess, though, that what made me angriest was not the threats 
but that the firms behind them were doing so with my money. That is, they 
were using funds that originated in significant part from U.S. taxpayers not 
only to try to influence public policy to their own advantage but also to try 
to chill public discussion on a matter o f public policy.

This is not even to discuss the industry’s hiring o f various lobbyists, who 
spread their presence and wealth around congressional and executive 
branch offices. I even gathered what I called my own posse, lobbyists who 
made a point to show7 up at talks I gave whenever they could. They stood in 
the back o f the room and asked questions that ended with something along 
the lines o f “and don’t you agree that my company is the best company in 
the world?” (Sadly, we lost a real player, whom I called C-B 1, when his com
pany lost most o f its contracts after it got caught submitting false claims to 
the U.S. government).

It is not that firms shouldn’t have a voice, but w7e must recognize that this 
voice represents only a private interest and, again, is also indirectly paid for 
by U.S. taxpayers.

So oddly enough, the emergence o f the private military industry often 
brings me to some deep questions over the health and vitality o f our democ
racy. Thinking about private military firms doing jobs once held by soldiers 
evokes the memory o f former President Dwight Eisenhower, who is likely 
spinning in his grave at this embodiment o f his worst fears o f a “military in
dustrial complex.”

Yet, I actually think that the guidance of the very first American conserv
atives is more helpful. The authors of the Fedendist Papers, John Jay, Alexan
der Hamilton, and James Madison, who helped guide our Constitution, 
warned about the role o f any private interests not responsive to the general 
interests of a broadly defined citizenry. The Founding Fathers’ plan for gov
ernment in the United States sought to make officials responsive to the gen-
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cral interests o f this citizenry. In turn, they also set up internal controls de
signed to check the ambitions o f those holding power within government. 
Their worry was that, when private interests move into the public realm and 
the airing of public views on public policy are stifled, governments tend to 
make policies that do not match the public interest. I wonder how they 
would look at the situation today.

Regardless o f the fans and foes, the book has found a diverse audience. 
It has been an assigned text at venues ranging from Yale Law School to the 
U.S. Army War College. I was also asked to sen e as a resource on the private 
military issue to the U.S. Congress, U.S. Department o f Defense, the CIA, 
and the European Union. It struck a particular chord in the military law 
community, and I’ve given talks to the Air Force, Army, and National Guard 
and Reserves JAG communities. Perhaps I am proudest that stemming from 
the book’s research, I was able to help in the various efforts to bring to light 
the role o f private contractors in the Abu Ghraib prison abuse scandal and 
the Halliburton contract controversies in Iraq.

T H E  F IN D IN G S  O F  C O R P O R A T E  W A R R IO R S  A N D  IR A Q

The reason for the continued utility of Corporate Warriors seems to be that 
the arguments made in the book still hold true. Mv main conclusions were 
(1) that a new- industry had entered global politics, (2) that it was important, 
and (3) that our policies and understanding w ere not yet ready for it.

When I first started the research, a senior professor informed me that I 
would do well to quit graduate school and instead “Go become a screen
writer in Hollywood,” for thinking to waste his time on such a fiction as pri
vate companies operating in war. If anything, a flaw of the book is not that 
I had too much imagination but rather that I didn’t have enough. As I look 
now at the numbers serving in Iraq, as well as the deployment o f such firms 
as Blackwater to New Orleans after Hurricane Katrina, the rapid expansion 
of the industry boggles even my mind.

Maybe it comes from being a little older and more jaundiced (rather than 
wiser), but I think I had too much faith in the public sector’s ability to man
age and control the industry ’s rise. The book laid out the positives and neg
atives o f the industry but made a point that the negatives could be avoided 
only by careful oversight, management, and debate about the proper para
meters o f outsourcing. Instead, many of the trends and implications that the 
book warned about presented themselves not merely in full form but in 
manners even worse than I had projected. The simple reason is that while 
the privatized military industry has developed at a breakneck business pace, 
government has been slow to respond.

Current international law is still written primarily to deal with individual 
mercenaries and has almost no bearing on the industry. Regulation and
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oversight at the national level also are still minimal. The result is that mili
tary firms ancl their employees continue to exist within a gray area of the law, 
with an uncertain legal status and minimal accountability. A number of inci
dents in Iraq illustrate this. For example, a reported 100 percent of the trans
lators and up to 50 percent of the interrogators at the Abu Ghraib prison were 
private contractors from the Titan and GACI firms respectively. The U.S. Army 
found that contractors were involved in 36 percent of the abuse incidents that 
it identified happened at the prison. It also cited six particular employees its 
being potentially culpable in the abuses.8 Whereas the enlisted U.S. Army sol
dier's who were named in the Abu Ghraib abuse reports were properly court 
martialed for their crimes, not one of the private contractors named in the 
U.S. Army investigation reports has yet been charged, prosecuted, or pun
ished, with the U.S. Army believing that it does not have jurisdiction.

In another incident, armed contractors from the Zapata firm were de
tained by U.S. forces, who claimed that they saw the private soldiers indis
criminately firing not only at Iraqi civilians but also at U.S. Marines. Again, 
they were not charged, as the legal issues could not be squared. Private mili
tary firms may be part o f the military operation, but they and their employ
ees are not part o f the military— nor its chain of command or code of justice.9

Other cases included the Aegis “trophy video,” in which contractors set 
video of themselves shooting at civilians to Elvis’s song “Runaway Train” and 
put it on the Internet, the alleged joyride shootings o f Iraqi civilians by a 
Triple Canopy supervisor (which became the subject o f a lawsuit after the 
two employees, who claim to have witnessed the shootings, lost their jobs), 
and a reported shooting on Christmas Eve 2006, when a Blackwater em
ployee allegedly got drunk while inside the Green Zone in Bagdad, got into 
an argument with a guard of the Iraqi Vice President, and then shot him 
dead with ten bullets.10

In none o f these cases was anyone charged, prosecuted, or punished.
Indeed, more than 100,000 private military contractors have been deployed 

in Iraq for almost five years, and not one has been prosecuted or punished for 
any crime of conduct on the battlefield. While this is in huge contrast to the 
many U.S. and allied soldiers who have been prosecuted for crimes large and 
small in Iraq (as every force has its bad apples), perhaps a more illustrative 
point o f comparison is with civilian life. The town of Westport, Connecticut, 
for example, has roughly the same per capita income (over $70,000 a year) its 
the PMF population in Iraq, but even this comfortable suburb has a crime rate 
above 28 per 1000 citizens, as compared to the o per 1000 crime rate o f PMFs 
in Iraq. Thus, the private military industry has an astonishing comparison with 
either military or civilian equivalents. We can only then conclude that with 
PMFs. we have stumbled upon the perfect “Stepford” village in Iraq, where 
human nature has been overcome in the midst of a w-ar zone, or we must ad
mit that we have a clear combination of an absence of law and political will.11



p o s t s c r i p t : THE I.ESSONS OK IRAQ

Corporal? Warriors also laid out how the mix of the profit motive with the 
fog o f war raises difficult implications. Each of the types described in the 
book played out in Iraq. First, when it comes to military responsibilities, the 
incentives o f the private companies to turn a profit may not always be in line 
with the client’s interests or those o f the public good. While in an ideal world 
there would be good competition, management, and oversight, producing 
cost and qualitative efficiencies, government contracting is not always set up 
to ensure this. Thus, the general concerns with any contracting handover 
(overcharging, overbilling hours, providing insufficiently trained person
nel, quality assurance issues, etc.) cross over into the military realm.

This has been at the center o f the war-profiteering allegations made at 
such firms as Halliburton-KBR and Custer-Battles. These firms were operat
ing under “cost-plus” contracts ripe for abuse, with the examples in Iraq 
ranging from selling overpriced gasoline to charging for services not actu
ally rendered (such as billing for meals that were not cooked for the troops 
or convoys shipping “sailboat fuel,” as Halliburton truck drivers laughingly 
termed charging the government for moving empty pallets from site to 
site).12 According to testimony before the House Committee on Oversight 
and Government and Reform, the Defense Contract Audit Agency has iden
tified more than $ 10  billion in unsupported or questionable costs from bat
tlefield contractors— and it has barely scratched the surface.

Such corruption doesn’t just represent lost funds, it represents lost op
portunities for what those funds could have been used on to actually sup
port the mission. The situation got so bad that the Special Inspector General 
for Iraq Reconstruction (SIGIR) dubbed corruption as the “second insur
gency” in Iraq.13

As the military continued to award PMF contract after contract with little 
examination, including to some of the same questionable characters who 
made their appearance in the book (such as Tim Spicer, who won a $293 
million contract with his new1 firm Aegis), it became clear that it was learn
ing little from past mistakes. One of the great challenges is that while the 
amount o f contracting has boomed, the number of government contract of
ficers (the “eyes and cars” o f the government, who do monitoring and over
sight) has shrunk. By one count, the number of Pentagon defense services 
contracts is up by 78 percent since the late 1990s, while the number o f offi
cials responsible for overseeing them is doom by over 40 percent.14

Equally, the Pentagon seems not to be using its buying pow'er to sanction 
and shape the market. For example, in 2007, it awarded the new- Logistics 
Civilian Augmentation Program (LOGCAP), potentially worth up to $ 15 0  
billion, to Halliburton-KBR, DynCorp, and Fluor Corp. Yet, the government 
has also reported that it has cited those three companies for twenty-nine 
cases of serious misconduct in the last decade o f contracting (the category 
includes “false claims against the government, violations o f the Anti- 
Kickback Act, fraud, conspiracy to launder money . .  .” ).15
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Even more important, PMFs lie outside national military controls and 
structures, so clients must also worry about how they can replace such ser
vices if things go awry or the firm or its employees refuse to carry out orders 
in the midst o f a crisis. During the summer o f 2003, the upsurge o f violence 
in April 2004, and a wave o f contractor kidnappings o f July 2004, U.S. forces 
in Iraq faced a subsequent surge of firms delaying, suspending, or ending 
operations. Their concern for their private personnel and assets was valued 
as more important than the public mission, with resultant stresses on sup
plies such as fuel and ammunition, and troops’ welfare, even forcing troops 
onto food rations. Retired Army Major General Barry McCaffery testified to 
Congress in 2007 about his worries that these were just warning signs o f the 
problems that will result from turning over so much of the system to private 
firms. “Under conditions o f great danger such as open warfare . . .  they will 
discontinue operations. Our logistics system is a house of cards.” 16

This issue came to the fore again in September 2007. A convoy guarded by 
Blackwater contractors was reportedly attacked in Baghdad, and a raging gun- 
fight ensued. At least eight civilians were killed in the crossfire and another 
thirteen wounded. The firm members described their actions as self defense, 
while the Iraqi government described their actions as a “crime” and claimed 
that the firm had “opened fire randomly.” The Iraqi government, which was 
already quite angry with the firm after a series o f earlier incidents, including 
the aforementioned Christmas Eve 2006 shooting and several armed stand
offs between Iraqi police and Blackwater contrators, then announced that the 
firm’s license to operate in Iraq was revoked and that it would be banned from 
the country. There were two problems: Blackwater, which was one of the 
biggest firms operating in Iraq at the time, actually had no license with the 
Iraqi Interior Ministry for them to revoke (illustrating the complete lack of 
controls and mismanagement within this space), and kicking out the com
pany would leave the U.S. State Department in Iraq without security in the 
middle o f a war zone. It w'as a classic case of over-outsourcing. The U.S. gov-

O  O

ernment’s diplomatic security force had been hollowed out at the same time 
that the need for it had expanded (Note: a consortium of companies led by 
Blackwater received a $ 1 billion contract to do the global State Department 
diplomatic security job  the year before, so it was never a lack of money that 
was the cause of the hollowing). The embassy was so reliant on the company 
that it had no back-up plan for what to do without them. Within hours o f the 
Iraqis’ announcement, Secretary of State Condoleezza Rice had to call the 
Iraqi Prime Minister to ask him to allow the firm to stay, hampering other U.S. 
efforts to pressure the very same government for action on political reform.

In addition to corporate priorities, PMFs have also introduced a new level 
of decision at the solclier/individual employee level. Whereas soldiers have 
no legal discretion once they enlist or are drafted, an individual employee 
decides who he or she wants to work for, where, when, and for what price. 
Even when deployed, employees have the choice o f w hen to stay or leave
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(whether they get a better job  offer from a competing firm, think the mis
sion or their superiors are not worth it, or simply grow tired of the job  or 
want to see their families). We even saw several companies shut down be
cause they had employee strikes in Iraq (usually angry third world nation
als, striking because their wages were lower than those o f Western citizens 
working for the same companies), something that a soldier cannot do.

As in all industries there are mixed results in performance. Many PMF 
employees have endured greater risks and clangers than their military equiv
alents, including battles in Iraq during which PMFs rescued coalition forces, 
rather than the other way around. A particular 2004 battle in Najaf was 
widely reported. Blackwater employees helped protect a CPA headquarters 
and rescue a w ounded marine, while fighting off hundreds o f attackers, us
ing company helicopters for supply and support.

At the same time, though, turnover within many firms was quite high and 
air flights home were often full o f PMF employees, who had decided it was 
time to leave with their bank accounts full and their heads still on their shoul
ders. An added complication is that unlike the experience with Executive 
Outcomes, many firms hired employees that had never worked together or 
brought in a mix of third party nationals (in Iraq, the PMF nationalities range 
from American and British to lower-paid Salvadorans, Fijians, and Serbs). 
Thus, cost savings can come at the price o f lesser bonds o f group loyalty or 
patriotism, showing how gains in one area can harm another.

We also saw a growing tension between private contractors and American 
military units and how they coordinate their activities (or not). This was 
heightened by the fact that contractors often made twice as much or more 
as U.S. soldiers, despite the fact that the same taxpayers are the source of 
the money for both. In June 2006, the Government Accountability Office 
reported that “private security providers continue to enter the battle space 
w ithout coordinating with the U.S. military, putting both the military and se
curity providers at a greater risk for injury.” 17

Asa result, U.S. military officers frequently expressed their frustrations with 
sharing the battlefield with private forces operating under their own rules and 
agendas and worried about the consequences for their own operations. For 
example, Brigadier General Karl Horst, deputy commander of the U.S. Third 
Infantry Division (responsible for the Baghdad area) tellingly put it, “These 
guys run loose in this country and do stupid stuff. There’s no authority over 
them, so you can’t come down on them hard when they escalate force. They 
shoot people, and someone else has to deal with the aftermath.” 18

At times, the issue reached the theater o f the absurd. In July 2007, con
tractors were reported to have set up their own adult “escort service” inside 
the heavily fortified U.S.-controlled Green Zone in Bagdad. The on-line ad
vertisements for the contractors’ “hooker-in-residence” (which even showed 
a registration logo o f the industry’s trade group) stressed that “the members 
o f PMC community has [sic] an exclusive arrangement” and U.S. soldiers
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were banned from the compound. As a newspaper article about the episode 
jokingly described, “The divide between uniformed soldiers and private mil
itary- contractors is about to get wider.” 19

Corporate Urmvo/salso foretold how the private military market has grown 
in global size and operations but remains effectively unregulated. This 
means that a broader set of military- capabilities are available outside state 
control, with the decision of who gains such skills and expertise mainly left 
to the firms themselves.

To put it another way, there are insufficient controls over who can work 
for these firms and who these firms can work for. PMF employees have
ranged from distinguished and decorated veterans to those we would rathero o
not see represent the government. For example, there are now working pri
vately in Iraq more ex-elite British SAS troops than currently serve in the en
tire active-duty SAS. Darker examples in Iraq range from one firm’s hiring 
an ex-British Army soldier who had just been released from jail for haying 
worked with Irish terrorists to another firm’s bringing in a contingent of ex- 
Apartheid South African soldiers, including one who had admitted to fire
bombing the houses o f more than sixty political activists back home. The 
skill sets also varied widely. Many firms had incredibly stringent recruitment 
and training standards and others reportedly did not. Indeed, U.S. Army in
vestigators o f Abu Ghraib prison abuse found that “approximately 35 per
cent o f the contract interrogators [author’s note: hired by the CACI firm] 
lacked formal military- training as interrogators.”20

The problem of clientele mirrors that o f the employee equation, with cor
porate best practices at great variance and often in contradiction. For exam
ple, as more complex emergencies overwhelm the collective international 
capacity to respond effectively, the emerging private military marketplace has 
stepped forward to offer humanitarian organizations a new means to en
hance their capacities without turning to traditional state military assistance. 
This is the option being quietly chosen by many humanitarian clients.

A limited study I carried out after Corporate Warriors found that humani
tarians have contracted PMFs in war zones such as Afghanistan, Bosnia, the 
DRC, East Timor, Haiti, Iraq, Kosovo, Mozambique, Sierra I.eone, Somalia, 
and Sudan. In total our study found more than forty contracts between PMFs 
and humanitarian actors (and it was by no means a comprehensive sur
vey).21 The firms have gone to work for the full gamut o f humanitarian ac
tor types, including privately funded NGOs (both secular and religious), 
state agencies, and international agencies. The extent o f how things have 
changed is illustrated by one non-governmental humanitarian organization 
that hired a PMF in Iraq to protect its facilities and staff; the humanitarian 
group even had its own sniper teams, who killed several insurgents.

The problem is that, although the privatized military industry may open up 
possibilities, its use in such a way also poses fundamental questions about the 
future o f the humanitarian ethic of neutrality. Its also raises simple problems
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of execution. Despite the huge amount of hiring, the research found only 
three humanitarian agencies that had formal documents on how their work
ers should relate to PMFs and their staff and only one organization that had 
detailed oversight guidance for its PMF employees, such as instructions on 
rules of engagement. However, even that organization had difficulty imple
menting the guidelines, given the lack of expertise within its country teams.

These sorts o f challenges are tough enough when companies are working 
for what most would describe as “the good guys.” But, as the book discusses, 
it is an even more difficult issue to decide who are the good guys, especially 
when private interests become part of the equation. The 2005 “rent a coup” 
episode in Equatorial Guinea, involving the Logo Logistics firm, illustrates 
the problem of teasing out exactly what is the right or moral thing to do in 
the absence o f external guidance or rules. On one hand, the firm and its pri
vate funders (including, allegedly, Sir Mark Thatcher, the son of the former 
Prime Minister) were convicted for plotting the violent toppling of a gov
ernment, for reasons of profit.2- On the other hand, the would-be victim, 
President Teodoro Obiang, was a corrupt dictator, who took power by killing 
his uncle and runs one of the most despicable regimes on the continent. Rais
ing more questions about equity is that today many of the PMFcrs who took 
part in the planned coup are in jail, while the alleged funders of it are not.

Corporate Warriors also discusses the question of how the extensive use of 
private contractors in public military roles raises a series of long-term ques
tions for the military itself.

The military has long seen itself as a unique profession, set apart from 
civilian society as it is held accountable for the safety and security o f that so
ciety. The introduction of PMFs and their recruiting from within the mili
tary, to take on military roles, brings a new dynamic into this realm. PMFs 
represent the metamorphasis o f this once unique professional identity into 
the regular civilian marketplace; at the same lime many of the public roles 
that the regular military had once monopolized have been lost.

Tlius, as the Iraq war has brought this issue to light, soldiers tend to have 
a mixed attitude about PMFs. They feel overstretched and overburdened in 
today’s incredibly challenging security environment. PMFs are thus filling a 
gap in the force structure that soldiers both recognize and worn' about. Ad
ditionally, PMFs offer the potential for many soldiers to have a second ca
reer that keeps them in an occupation they know and love.

There are, however, also brewing concerns within the military about w hat 
this industry will mean for the long-term health o f the profession, as well as 
general resentment o f firms and individuals using the training and human 
investment, which the public military provided, for private profit. Soldiers 
also look at many o f the roles taken over by firms—from training to techni
cal support—and worry whether the loss of these professional skills and 
functions will hamstring the military in the future.
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A particular problem area that Iraq has brought to the fore is how an ex
panding PMF marketplace has the potential to hurt the military’s retention 
of talented soldiers. Soldiers in the PMF industry can make anywhere from 
two to ten times what they make in the regular military. In Iraq, the rates 
have grown astronomically, with some former Special Forces troops being 
paid as much as S looo a day.

While soldiers have always had competingjob options in the civilian mar
ketplace, such as Air Force pilots leaving to fly airliners, the PMF industry is 
significantly different. PMFs keep the individual within the military and, thus, 
public sphere. More important, the private military industry is directly com
petitive with the public military. It not only draws its employees from the mil
itary, it does so to fill military roles, thus shrinking the military’s purview. The 
overall process is brilliant from a private business standpoint and self- 
defeating from the public military’s perspective. PMFs use public funds to re
cruit on the basis o f higher pay and then charge back the military at a higher 
rate, all for the human capital investment that the military originally paid for.

The issue has become pointed for elite Special Operations units, as they 
have the most skills (from the longest human capital training investment) 
and, in turn, are the most marketable for the PMFs. Elite forces comman
ders in Australia, New Zealand, United Kingdom, and the United Stales all 
have expressed deep concern. One U.S. special forces officer described the 
issue o f retention among his most experienced (ten plus years) troops, so 
integral to unit cohesion, as “at a tipping point.”

The policy responses to this problem have so far been insufficient. Some 
militaries, like Australia, now quietly allow their troopers to take a year’s 
leave o f absence, in the hope that they will make their quick money and re
turn, rather than be lost to the market forever. The U.S. military response is 
to bid against itself. With private firms offering attractive salaries in the six 
figures (again funded by the taxpayer), it is offering re-enlistment bonuses 
o f up to $100,000 to troops in the special operations forces, to try to per
suade its elite troops not to leave.

Finally, Corporate Warriors laid out how the private military industry pro
vides the new possibility o f seeking public policy ends through private mili
tary means. This allows governments to carry out actions that generally 
would not meet with legislative or public approval. This can be an advantage 
in meeting unrecognized or unsupported strategic needs but can discon
nect the public from its own foreign policies. .As the stark public division over 
the Iraq war illustrates, this can be dangerous for public policy. If an opera
tion can drum up support only if the costs are shielded from the public, then 
maybe it shouldn’t take place.

In sum, the Iraq war has confirmed and extended the findings laid out in 
Corporate Warriors. The growth of the privatized military industry has been 
phenomenal and almost Internet-like in the scale o f numbers and profits.
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Indeed, while Iraq may eventually be looked at as a bubble in the private mil
itary industry (in that many o f the PMFs that started up solely for Iraq busi
ness may have made a lot o f quick money but will likely go out o f business 
when the conflict cools down), the overall industry shows no signs o f weak
ening in the present security environment. The supply and demand forces 
that shaped the rise o f PMFs are still in place. The results are both new pos
sibilities for military efficiency and new military capabilities. However, the 
absence o f regulation and oversight raises a series o f worrisome dilemmas, 
particularly given the especially public nature o f this new private industry.

E F F O R T S  T O  C A T C H  U P  T O  C O R P O R A T E  W A R R IO R S

As I write this postscript, various efforts are underway that might shape and 
reform the future environment in which private militaries operate.

First, we are now starting to see a debate within the U.S. military as to 
whether some roles and functions should not have been outsourced in the 
first place and whether a roll back is needed. I give regular lectures at U.S. 
military advanced training-schools, and I have been struck by hew the tenor 
toward such firms has changed over just the last few years. It started with very 
few officers being aware of the industry, evolved to a general awareness but 
no firm views, and grew to a brewing debate and discord over whether con- 
trading has gone lot) far and is ultimately harming mission goals.

This will continue as more o f the Iraq-generation field officers advance in 
the ranks. For example, U.S. Army Colonel Peter Mansoor is one o f the most 
influential military thinkers on counter-insurgency. In 2007, he told Jam 's De
fense Weekly that the U.S. military needs to take “. .  . a real hard look at secu
rity contractors on future battlefields and figure out a way to get a handle on 
them so that they can be better integrated—if we’re going to allow them to 
be used in the first p lace.. . .  If they push traffic off the roads or if they shoot 
up a car that looks suspicious, whatever it may be, they may be operating 
w ithin their contract— to the detriment o f the mission, w hich is to bring the 
people over to your side. I would much rather see basically all armed entities 
in a counter-insurgency operation fall under a military chain o f command.”2*' 

Likewise, after not dealing with the issue for a full decade, the U.S. Con
gress has started to wake from its slumber.

In Fall 2006 Senator Lindsay Graham slipped into the 2007 Defense Bill 
a clause that could potentially place contractors and others who accompany 
the U.S. military in the field under the LI.S. military’s Uniform Code o f Mil
itary Justice (UCMJ). That is, he changed the law defining LJCMJ to cover 
civilians not just in times o f declared war but also contingency operations. 
Graham has stated in the press that he believes it will “give military com
manders a more fair and efficient means o f discipline on the battlefield’’ by 
placing “civilian contractors accompanying the Armed Forces in the field
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under court-martial jurisdiction during contingency operations as well as in 
times of declared war.”24

The reaction from contractors in press reports to this potential massive 
change for those who operate in U.S. war zones has been mixed. Many have 
worried about how it might be applied in practice (military law is vastly dif
ferent from civilian law), and many feel that is unnecessary. There are also 
questions as to the circumstances under which it might be applied and to 
which contracts or even nationalities. Graham’s change wasn’t noticed when 
it first came out (the news of the legal change was first broken in a blog I did 
a few weeks later), so many contractors were annoyed that they had to find 
out about this major change from the Internet, rather than from their own 
firm or from trade groups paid to stay on top of these things.2; Others, usu
ally ex-military personnel, took the attitude that they lived under military 
law for years while in service, so “it’s not a big deal.”

The reaction from the U.S. military has been positive. One officer even 
tracked me down at mv office in Washington, D.G to sav that he thought the 
news was “awesome” and was emailing his fellow officers back in Iraq to let 
them know about it. For foreign militaries, there seems to be an attitude of 
wait and see what happens next, before they explore similar measures for 
contractors they employ.

At this time the Pentagon has yet to issue to its officers a guide to how to 
make Graham’s legal change workable. Until it does, the law remains inac- 
five; we have no way of knowing how and if it will be used.

More broadly, there have been several efforts to bring some transparency 
and oversight to the U.S. side o f the industry. Key players have been Repre
sentatives Jan Schakowsky and David Price and Senators Barack Obama and 
James Webb.

Obama, who is running for President at this time (illustrating how far the 
issue o f private militaries has risen in interest), sponsored the Transparency 
and Accountability in Military’ and Security Contracting Act of 2007, which 
brings together the reforms sought by Schakowsky and Price on the House 
side. The bill aims to end the mystery that surrounds this trade and create 
the reporting requirements needed for good governance: how many con
tractors the United States has hired, their roles and functions, the amounts 
being spent, and how many have been killed or wounded, none of which are 
tracked now. It also calls for a strategy for figuring out when contracting 
makes sense and when it doesn’t, rather than continually handing off clearly 
governmental jobs to connected companies. The bill orders the Pentagon 
to re-evaluate its use of contractors and determine what roles are appropri
ate or not for private firms and w hat must be kept in the control of those in 
uniform. For those times when contracting is appropriate, the bill creates 
standards and requirements that contractors must meet, as w’ell as a central 
contracting office in theater, to better manage spending and oversight, and
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a linkup to the FBI to investigate any suspected criminal actions. Finally, the 
bill begins the process o f setting clear legal status of contractor personnel 
with respect to investigations and prosecution of abuses by private military 
contractors.

Webb, a veteran himself, hits sought to create a Commission on Wartime 
Contracting, which would investigate how the contracts in support o f mili
tary operations in Iraq and Afghanistan were carried out and seek out waste 
and fraud. It is modeled after a similar commission famously led by Harry 
Truman before he was named Vice President. But, again illustrating the vast 
changes in the defense industry, Truman’s commission looked at military 
manufacturing during World War II, while its twenty-first century version 
would focus on private military services.

As with much of the industry, it remains to be seen what will happen with 
this legislation. It also remains to be seen how other nations will respond, as 
these potential reforms touch only one part of what is a truly global indus
try. My hope is that such reforms are just one step within a larger set o f de
fense initiatives that are needed to put our soldiers and our taxpayers before 
our CTOs.

Iraq has taught us a great deal about the private military industry. We 
need to update and clarify the laws on both national and international lev
els. We clearly need to question when PMF contracting is appropriate and 
when it is not and to examine the practice o f no-bid and cost-plus contracts. 
We need to launch a program of oversight, reform, and management. We 
must restore the government’s ability to manage such contracts, rebuilding 
our contract officer corps. Finally, we need to start working the market, 
rather than being worked by it. That is, we must develop a new level o f pun
ishment for any waste and theft that undermines security.

My goal for the book when it came out in 2003 was that it would provide 
the guideposts to better understanding the industry. I hope that Corporate 
Warriors will remain a useful resource in the years ahead, as these issues are 
debated by policymakers, the military, the industry, and the public.

In conclusion, Corporate Warriors started out with stories o f private com
panies fighting in war, something that would have been fiction in most of 
the twentieth century. As we learned in the book and now see in Iraq and 
elsewhere, the privatized military industry is a reality o f the twenty-first cen
tury. This entrance of the profit motive onto the battlefield opens up vast, 
new possibilities and raises a series of troubling questions— for democracy, 
for ethics, for management, for law. for human rights, and for national and 
international security. It is time for us to begin answering them.

P. W. SlNtil R 

August 1 , 2 0 0 /
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PMF Contract

The following is a copy o f the contract Sandline signed with the government 
of Papua New Guinea, representative o f the agreements that provider sec
tor firms make. It became available after the two parties went to interna
tional arbitration in a dispute over payment. The contract was obtained 
through the Project on Papua New Guinea at Australian National University 
(http://coombs.anu.cdu.au/SpccialProj/PNG/htmls/Sandlinc.htmI).

AGREEMENT FOR THE PROVISION OF MILITARY ASSISTANCE DATED 
THIS 3 1 DAY OF JANUARY l 997 BETWEEN THE INDEPENDENT STATE 
OF PAPUA NEW GUINEA AND SANDLINE INTERNATIONAL

THIS Agreement is made this day of January 1997 between the Indepen
dent State of Papua New Guinea (the State) of the one part and Sandline 
International (Sandline), whose UK representative office is 535  Kings Road, 
London SW10 OS2, o f the other part.

WHEREAS

Sandline is a company specialising in rendering military and security  ser
vices o f an operational, training and support nature, particularly in situa
tions of internal conflict and only for and on behalf o f recognised 
Governments, in accord with international doctrines and in conformance 
with the Geneva Convention.

The State, engulfed in a state of conflict with the illegal and unrecognised 
Bougainville Revolutionary Army (BRA), requires such external military ex
pertise to support its Armed Forces in the protection of its Sovereign terri
tory and regain control over important national assets, specifically the 
Panguna mine. In particular, Sandline is contracted to provide personnel 
and related services and equipment to:

Train the State’s Special Forces LTnit (SFLI) in tactical skills specific to the 
objective;

gather intelligence to support effective deployment and operations; 

conduct offensive operations in Bougainville in conjunction with PNG
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defence forces to render the BRA military ineffective and repossess the Pan
gun a mine; and

provide follow-up operational support, to be further specified and agreed 
between the parties and is subject to separate

service provision levels and fee negotiations.

IT IS THEREFORE AGREED AS FOLLOWS:

The State hereby agrees to contract and utilise and employ the services of 
Sandline to provide all required and necessary services as are more particu
larly described hereafter./

Duration and Continuation

The duration of this contract shall be effective from the date o f receipt o f 
the initial payment, as defined in paragraph 5.2 below, for a maximum ini
tial period of three calendar months (the initial contract period) or achieve
ment of the primary objective, being the rendering of the BRA militarily 
ineffective, whichever is the earlier. The State shall have the option of re
newing this agreement either in part or in whole tor further periods as may 
be required.

Notice o f renewal, termination or proposed variation o f this agreement is to 
be served on Sandline in writing by the State at least 45 days before the ex
piry o f the current period. Non-communication by the State shall be re
garded by Sandline as automatic renewal o f the relevant parts o f this 
agreement for a further three months period on the same terms and this 
precedent shall continue to apply thereafter.

Service Provision

Sandline shall provide the following manpower, equipment and services:

(a) A i() man Command, Admin and Training Team (CATT), to deploy in 
PNG and establish home bases at Jackson Airport and the Jungle Training 
Centre at Wevvac within one week o f commencement of this agreement, 
which is deemed to be the date on which the initial payment relating thereto 
in accordance with paragraph 5.2 below is deposited free and clear in Sand
line’s nominated bank account. The role o f the CATT is to (i) establish links 
with PNG defence forces, (ii) develop the requisite logistics and communi
cations infrastructure, (iii) secure and prepare facilities for the arrival of the 
contracted equipment, including air assets, (iv) initiate intelligence gather
ing operations, and (v) commence SFL1 training.

(b) Further Special Forces personnel which will deploy to PNG within 10 
days o f the arrival o f the CATT, together with helicopter and fixed wing air
crew and engineer's, intelligence and equipment operatives, mission opera
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tors, ground tech ancl medical support personnel. This force will absorb the 
GATT as part o f its number, therefore bringing the total Strike Force head
count to 70. This Strike Force shall be responsible for achieving the primary 
objective as specified in paragraph 1 .1  o f this agreement and the full com
plement will remain in country for the initial contract period as defined in 
the said paragraph.

Note: at no time will Sandline personnel cater the sovereign territory o f an
other nation nor will they breach the laws and rules o f engagement relating 
to armed conflict. Once the operation has been successfullvconcluded, Sand
line personnel will be available to assist with the ongoing training, skills en
hancement and equipping of the PNG defence forces.

(c) Weapons, ammunition and equipment, including helicopters and aircraft 
(serviceable for up to 50 hours flying time per machine per month), and elec
tronic warfare equipment and communications systems, all as specified or 
equivalent to the items listed in Schedule 1. Upon termination of a contrac
tual relationship between the Stale and Sandline and once all payments have 
been received and Sandline has withdrawn from theatre any remaining stock 
of equipment shall be handed over and become the property o f the State. Se
lected Sandline personnel will remain in country to maintain and supple
ment such equipment subject to a separate agreement relating thereto.

Note: delivery into theatre of the contracted equipment shall be via air into 
Jackson Airport or such other facility as may be considered appropriate. The 
equipment will be delivered in full working order in accordance with man
ufacturers’ specifications. After its delivery’, any equipment lost, damaged or 
destroyed during Sandline’s deployment shall be immediately replaced at 
the cost o f the State.

(d) personal kit, including US pattern jungle fatigues, boots and webbing, 
for Sanclline personnel.

(e) All international Transport arrangements for the shipment in/out of 
equipment and deployment in country of Sandline personnel but not for 
the movement of such equipment and personnel within the country if this 
needs to be achieved by way of commercial service providers.

( f) The provision of medical personnel to treat any Sandline casualties and 
their evacuation if necessary’.

(g) A Project Co-ordinator who, together with the Strike Force Commander 
and his Senior Intelligence offer, shall maintain liaison with and provide 
strategic and operational briefings and advice to the Prime Minister, De
fence Minister, NEC, NSC, the commander of the PNG defence forces and 
his delegated officers as may from time-to-time be required or requested.
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Sanclline shall ensure the enrolment of all personnel involved in this con
tract as Special Constables and that they carry appropriate ID cards in order 
to legally undertake their assigned roles.

Responsibilities of Sandline

Sandline will train the SFU in tactical skills specific to the objective, such as 
live fire contact, ambush techniques and raiding drills, gather intelligence 
to support effective deployment and plan, direct, participate in and conduct 
such ground, air and sea operations which are required to achieve the pri
mary objective.

Both parties hereto recognise and agree that the force capability to respond 
to all emergency and hostile situations will be constrained by the manpower 
and equipment level provided within the terms of this agreement. The 
achievement of the primary objective cannot be deemed to be a perfor
mance measure for the sake o f this agreement if it can be demonstrated that 
for valid reasons it cannot be achieved within the given timescale and with 
the level of contracted resources provided.

Sandline shall supply all the personnel and maintain all services and equip
ment as specified in paragraph 2.1 above to the appropriate standards of 
proficiency and operational levels as is generally expected from a high cali
bre, professional armed force.

Sanclline shall further provide a project co-ordinator to act as the liaison of
ficer between the company’s management and the nominated representa
tives of the State. This individual will convene and attend regular meetings 
at such venues as he may be so directed.

Sanclline shall be responsible for any expense resulting from the loss or in
jury o f any of its personnel for the duration of the agreement unless same is 
caused by the negligence of the State, its personnel or agents in which case 
all such costs will be fairly claimed against the State by Sanclline and 
promptly paid for the benefit of the persons involved.

Sanclline will ensure that the contents o f this agreement shall remain strictly 
confidential and will not be disclosed to any third party. Sanclline will not 
acknowledge the existence of this contract prior to the State issuing notifi
cations in accordance with paragraph 4.1 1 below and will not take credit for 
any successful action unless this is mutually agreed by the parties. Further
more, Sandline and its personnel are well versed in the requirement to 
maintain absolute secrecy with regard to all aspects o f its activities in order 
to guard against compromising operations and will apply the necessary safe
guards.
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Responsibilities of the State

Immediately on signing this agreement the State automatically grants to 
Sandline and its personnel all approvals, permissions, authorisations, li
cences and permits to carry arms, conduct its operations and meet its con
tractual obligations without hindrance, including issuing instructions to 
PNG defence forces personnel to co-operate fully with Sandline comman
ders and their nominated representatives. All officers and personnel of San- 
dlinc assigned to this contract shall be enrolled as Special Constables, but
hold military ranks commensurate with those they hold within the Sandline/ /
command structure and shall be entitled to give orders to junior ranks as 
may be necessary for the execution o f their duties and responsibilities.

The State will ensure that full co-operation is provided from within its or
ganisation and that o f the PNG defence forces. The Commanders o f the 
PNG defence forces and Sandline shall form a joint liaison and planning 
team for the duration of this agreement. The operational deployment of 
Sanclline personnel and equipment is to bejointly determined by the Com
mander, PNG defence forces and Sandline’s commander, taking account of 
their assessment o f the risk and value thereof.

The State recognises that Sandline’s commanders will have such powers as 
are required to efficiently and effectively undertaken their given roles, in
cluding but not limited to the powers to engage and fight hostile forces, re
pel attacks therefrom, arrest any persons suspected o f undertaking or 
conspiring to undertake a harmful act, secure Sovereign assets and territory, 
defend the general population from any threat, and proactively protect 
their own and State Forces from anv form of aggression or threat. The State 
agrees to indemnify Sandline for the legitimate actions of the company’s 
and its associates’ personnel as specified herein and to assume any claims 
brought against the company arising out o f this agreement.

The State shall pay or shall cause to be paid the fees and expenses relating 
to this agreement as set out in paragraph 5.1 below. Such fees and expenses 
to be paid as further specified in paragraph 5.2, without deduction of any 
taxes, charges or fees, and eligible to be freely exported from PNG. All pay
ments to be made in US Dollars.

The State shall cause all importation of equipment and the provision of ser
vices to be f ree to Sandline (and any o f its sister or associated companies as 
notified to the authorities) o f any local, regional or national taxes, with
holding taxes, duties, fees, surcharges, storage charges and clearance ex
penses howsoever levied and shall allow such equipment to be processed 
through Customs without delay. Further, all Sandline personnel will be fur-
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nishccl with the necessary multiple entry visas without passport stamps and 
authorisation to enter and leave the country free from hindrance at any time 
and shall be exempt from tax o f any form on their remuneration from Sand
line.

The State will promptly supply at no cost to Sanclline and its sister and asso
ciated companies all End User Certificates and related documentation to fa
cilitate the legitimate procurement and export o f the specified equipment 
from countries o f origin.

[4.7] The State will provide suitable accommodation for all Sandline per
sonnel together with all related amenities, support staff to undertake role 
such as messengers and household duties, secure hangerage and storage fa- 
cilities for equipment, qualified tradesmen and workmen to clear and pre
pare operating sites, all aviation and ground equipment fuel and lubricant 
needs, such vehicles and personnel carriers as reasonably specified for the 
field and for staff use, foodstuffs and combat rations, fresh drinking water, 
and sanitary and other relevant services and ancillary equipment as Sanclline 
may specify from time-to-time to undertake its activities without hindrance.

If any service, resource or equipment to be supplied by the State in accor
dance with paragraph 4.7 above is not forthcoming then Sandline will have 
the right to submit an additional invoice for the procurement and supply 
thereof and may curtail or reduce operations affected by its non-availability 
until payment has been made and the said equipment is in position.

The State agrees and undertakes that, during the period of this agreement 
and for a period of 12 months following the date o f its expiration, it will not 
directly or indirectly offer employment to or employ any o f the personnel 
provided hereunder or otherwise in the employ of Sanclline and its associ
ates. Any such employment will be constructed as a continuation of the con
tract for the employees concerned and Sanclline shall be entitled to be paid 
accordingly on a pro-rata basis.

The State and the PNG defence forces will ensure that information relating 
to planned operations, deployments and associated activities is restricted to 
only those personnel who have an essential need to be briefed in. Appro
priate steps will be taken to prevent press reporting, both nationally and in
ternationally, or any form o f security breach or passage o f information which 
may potentially threaten operational effectiveness and/or risk the lives o f 
the persons involved. Sanclline’s commanders have the right to curtail any 
or all planned operations which they determine are compromised as a re
sult of failure in security.1

If deemed necessary due to external interest, the State shall be responsible 
for notifying and updating the International Community, including the
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United Nations and representatives o f other Governments, at the appropri
ate time o f the nature o f this contract and the underlying intent to protect 
and keep safe from harm Papua New Guinea’s Sovereign territory, its pop
ulation, mineral assets and investing community. The content and timing o f 
all such formal communications will be discussed and agreed with Sandlinc 
before release.

Fees and Payments

Sandline’s inclusive free for the provision of the personnel and services as 
specified in paragraph 2.1 above and also in Schedule 1 attached for the ini
tial contract period is USDgfi.ooo.ooo (thirty six million US Dollars).

Payment terms are as follows. All payments to be by way of cash funds, either 
in the form o f electronic bank transfers or certified banker’s cheques.

On contract signing 50 percent o f the overall fee, totaling USD 18,000,000 
is immediately due and is deemed the “initial payment”.

Within 30 days of deploying the GATT, the balance of USD 18,000,000.

This contract is deemed to be enacted once the initial payment is received 
in full with value into such bank account as Sandline may nominate there
for. Payments are recognised as being received when they are credited as 
cleared funds in our account and payment receipt relies on this definition.

All fees for services rendered shall be paid in advance of the period to which 
they relate. Sandline reserves the right to withdraw from theatre in the event 
o f non-payment o f fees for any renewal to the original contract period.

The financial impact o f variations, additions or charges to the personnel 
provision and equipment supply specified herein will be agreed between the 
parties and any incremental payment will be made to Sandline before such 
change is deemed to take effect. There is no facility for rebate or refund in 
the event o f a required reduction or early termination o f service delivery 
within a given contract period.

Applicable Law

In the event o f any dispute or difference arising out o f or in relation to this 
agreement the parties shall in the first instance make an effort to resolve it 
amicably, taking account of the sensitive nature o f this arrangement.

The aggrieved party shall notify the other by sending a notice o f dispute in 
writing and, where amicable settlement is not possible within 30 days there
after, refer the matter to arbitration in conformity with the UNCITRAL rules 
applying thereto.
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This agreement shall be construed and governed in accordance with the 
Laws of England and the language of communication between the parties 
shall be English.

Amendments and Supplements

This agreement may only be altered, modified or amended by the parties 
hereto provided that such alteration, modification or amendment is in writ
ing and signed by both parties.

Schedule 1 (“Oyster” Costings) forms part o f this agreement.

IN WITNESS WHEREOF the parties hereto have set their hands on the day 
and year fii'st written above.

For the Independent State of Papua New Guinea:

Name: Chris S Haiveta 
Witness: (indecipherable)

Name: Vele Iamo 
Occupation: A/Deputy Secretary

For Sandline International:

Name: Tim Spicer OBE.
Witness: (indecipherable)

Name: J.N. Van Den Bergh 
Occupation: Consultant
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