Briefing Paper

o @ o o
Living with oil
Poverty, conflicts and corruption

in Chad and Cameroon

Group Chad / Groupe Tchad

Human rights - Raw materials - Peace initiatives
Droits de 'homme - Industries extractives — Promotion de la Paix




2

...................................................................................................................... .

Contents

Living with oil - Poverty and governance
in Chad and Cameroon

General overview on oil and gas extraction

4

The Chad-Cameroon oil and pipeline project -

A plea for political responsibility and
cooperation with the affected population
on an equal footing

The destruction of the rural production
systems - life in the isolated villages

New dynamics in the conflicts between
peasants and pastoralists in the oil region

Agricultural decline
Destruction of the social fabric - those
receiving compensation are exposed

to the risks and side-effects

HIV/AIDS: On the rise

Reduction of poverty by promoting
primary school education

10

11

11

13

15

ESSO’s compensation system is unfair and un-

suitable

Impact of compensation in Cameroon
Environmental damage - cause and effect
Fishery

An innovation has not maximised its
potential: The Chadian oil revenue

management law

5 percent - A case of bad investments
and corruption

Disclosure of payments in the oil sector:
Are international multi-stakeholder
initiatives effective?

Political conflict in a petro-state

High risk, high gain - the World Bank’s
approach on the extractive industries

Demands

16

17

18

19

20

21

22

24

25

26




Living with oil - Poverty and governance

in Chad and Cameroon

Dear readers,

Burning oil wells, children bathing in glimmer-
ing oil slicks in the Niger Delta. The explosion of
BP's Deep Water Horizon oil platform in the Gulf
of Mexico last year: These are synonyms for oil
production and its impact on mankind and the
environment. You will not find these spectacu-
lar images in the Doba oil region in the south
of Chad. You rarely come across the odd person
when driving your pickup along the roads in the
oil-producing region. As you drive by, you see
the half-built shells of still uncompleted schools
and clinics. It is all very calm, quiet - too quiet.

It is ten o'clock in the morning and, in a village,
you come across a group of young men beneath
a tree. They are between 20 and 30 years old,
farmers. They stare at you with bloodshot eyes.
Most of the men are alcoholics. They have lost
their land and have given up all hope. This is a
stark contrast to the capital, N'Djaména: It is
loud, hot, dusty and there are construction sites
everywhere. A strong military presence. Vehicle
spot checks. They are looking for weapons and
rebels. The people are irritable and aggressive.

The nervousness in the city and the apathy in
the countryside are two sides of the same coin:
both are long-term consequences of the oil pro-
duction. This issue seeks to shed light on the
reasons behind this. We shall take the aims of
oil production - including alleviating poverty
and developing expertise and administrative ca-
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pacities in the oil sector - as an opportunity
to present the actual living conditions in short
overviews.

The first part focuses on the development of
poverty. The integrated rural production sys-
tems have been destroyed. The system of fi-
nancial compensation further accelerated the
breakdown of social structures. The health-
care and educational situations will also be de-
scribed briefly. In terms of the public sector and
governance, we shed light on disclosure of pay-
ment flows between companies and govern-
ments and the use of oil revenues. What contri-
bution is made by the oil revenues to help de-
velopment? How is the international Extractive
Industries Transparency Initiative viewed in the
raw material sector in Cameroon? Last but not
least, we assess the funding of fossil fuel extrac-
tion by the World Bank.

The articles make the current academic and civil
society work available to a wider audience. For
those who are interested, additional referenc-
es are included in the texts. We would like to
thank the authors for their contributions and
we hope that this offers stimulating reading.

Please send suggestions and criticism to the
coordinator of Group Chad (AG Tschad)
Claudia Frank | frank@ag-tschad.org




General overview on oil and gas extraction

Regine Richter, urgewald

0il, gas and coal continue to be the major ener-
gy source worldwide. The huge demand for en-
ergy sources and their high prices lead the en-
ergy industry to consider ever more remote and
sensitive environments for exploration. The en-
vironmental risks and impacts of the oil and gas
extraction are tremendous.

Meanwhile the ecological risks of oil and gas ex-

ploration are huge:

e pollution of land, air and water through drill-
ing platforms and oil and gas production facil-
ities, flaring installations and refineries; con-
tamination of the sea and coasts because of
damaged oil tankers.

e serious oil spills, leakages, fires or explosions
through ruptures of pipelines, due to earth-
quakes, other natural causes or sabotage;

Social impacts, too, are severe:

e pollution and infection diseases affect the
health of local and indigenous communities,
as well as their culture and livelihoods;

¢ 0il and gas companies claiming land of local
inhabitants, or polluting it severely deprive
the inhabitants of their source of income;

The term “supermajors” illustrates the six largest,
non state-owned energy companies (BP, Chevron,
ConocoPhillips, ExxonMobil, Royal Dutch Shell,
and Total). In terms of financing, big oil compa-
nies are seen as safe investments. Therefore, they
can relatively easy attract cheap funds from the
capital markets. Yet supermajors are pretty small
next to the industry’s true giants: the national oil
companies (NOCs) owned or controlled by the gov-
ernments of oil-rich countries, which manage over
90% of the world's oil. Of the 20 biggest oil firms,
in terms of reserves of oil and gas, 17 are NOCs.
More information on the impacts of the oil produc-
tion can be found here: www.boell.de/financere-
sources/

® oil and gas extraction and transportation of-
ten contribute to increased conflict, repres-
sion and abuse of human rights, especially
where the extracting corporations collaborate
with military or local militias;

e there is a growing consensus among econo-
mists that the disruptive economic effects of
oil investment act to drastically reduce growth
and undermine the non-oil economy, as well

as often leading to
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racy (the so-called re-

source curse);

e At a regional lev-
el, oil is frequent-
ly associated with
greater militariza-
tion and conflict -
through  disputes
over the control
and ownership of
resources, through
the use of reve-
nues to purchase

PetroStrategies, Inc. November 2010

arms, and through

source: http://www.petrostrategies.org/Links/worlds_largest_oil and_gas_

companies.htm

the targeting of oil
infrastructure by
armed groups.
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The Chad-Cameroon oil and pipeline project

A plea for political responsibility and cooperation with the affected

population on an equal footing
Claudia Frank

0il has been produced in the Doba Basin in
southern Chad since 2003. The oil field is op-
erated by the major oil companies Exxon Mo-
bil, Petronas and ChevronTexaco, which pump
the oil through a pipeline that runs to the
Atlantic port of Kribi in Cameroon. They have
formed a consortium for this purpose called
ESSO.

The World Bank established a comprehensive
legislative framework in response to social pres-
sure to ensure that oil revenues are used to al-
leviate poverty and for development purposes:
a law stipulates how the profits are to be dis-
tributed. However, in 2006 - three years after

the start of oil production - the Chadian gov-
ernment officially announced that it would no
longer respect these regulations. The 0Oil Rev-
enue Management Law was amended and the
fund for future generations was summarily dis-
banded. The priority sectors defined previously
(health, education, infrastructure, social servic-
es, rural development and water) were expand-
ed to include the security sector, justice and ad-
ministration. The fact that a simple decree from
the President is enough to determine these pri-
ority sectors is a major problem. The Chadian
society is excluded from taking any part in the
decision-making.




Operators

ESSO consortium: ExxonMobil (40%), Petronas (35%) and ChevronTexaco (25%)

0il Field

Doba Basin, southern Chad

Length of pipeline

1,070 km, of which 880 km are in Cameroon

Width of the
pipeline corridor

15 m on either side of the pipeline

Export terminal

Kribi, Atlantic coast of Cameroon

Commencement of 2003

oil production

Amount of oil extracted 376 million barrels

from 2003-2011

Number of oil wells

Disputed. According to the operators there were 725 oil wells at the end of
2010. Local sources estimate that there are up to 1000 oil wells.

Total revenue Unknown

Total revenue of Chad

6.3 billion dollars, ESSO Chad, 2010b:1

In Cameroon, there is still no national legisla-
tion that entitles the local residents living near
the pipeline to support and funding for devel-
opment measures.

The decisions of the World Bank and the ESSO
consortium continue to play a central role in
the development of the project.

The responsibility and tasks assumed by the
World Bank in the public sector and the social
responsibility shown by the group of companies
- the ESSO consortium - have a decisive im-
pact on the affected population. How does one
evaluate the investments made by the two main
players in the pipeline project?

The World Bank

At the request of the US and German govern-
ments, the largest and second largest investors
in the World Bank respectively, the institute’s
own Independent Evaluation Group (IEG) eval-
uated the project and published its results in
November 2009. This report confirms that the

Assessment of the programme’s performance
in the IEG report

Outcome

Risks to Develop-
ment Outcome

Unsatisfactory
High

Bank Performance Moderately unsatisfactory

Borrower
Performance (Chad)

Unsatisfactory

Source: World Bank 2009:49.

principal aim of the project - alleviating pov-
erty - has not been achieved. What is even
worse, the evaluation revealed that the project
has contributed to a resurgence in violent con-
flicts, a continued decline in governance and in-
creased corruption. The report concludes that
oil production has also led to a decline in other
fundamental economic areas.

The management of the bank believes that the
failure of this development project is down to
the lack of political will shown by the govern-

Control mechanisms -
without effect

Innovative national and international control
mechanisms were established to manage oil reve-
nues from the Chad-Cameroon project. Two exter-
nal committees have monitored the environmen-
tal and social impacts as well as the overall de-
velopment and governance aspects. The expertise
of these advisors has enhanced the knowledge re-
garding the effects of the project decisively. Their
reports documented the project’s deficiencies (tox-
ic waste, air pollution, additional land acquisition,
health) over several years - however without con-
sequences.

The Independent Advisory Group (IAG), which is
responsible for the public sector, concluded its
work on completion of the project evaluation.
The website was closed down on June 30 2010. As
commissioned by the International Finance Cor-
poration (IFC), the private sector division of the
World Bank, the work of the External Compliance
Monitoring Group (ECMG) will continue until ES-
SO has repaid the loan in full (www.ifc.org/ecmg).



ments in Chad and Cameroon. Also, Chad and
Cameroon still do not have independent capac-
ity to control the oil industry of their own ac-
cord.

However, how does the bank explain its fatal de-
cision in 2000 to support the project? Who ac-
cepts political responsibility for this failure of
the bank? How is the assessment of the eval-
uation report reflected in the bank’s exposure
in Cameroon and Chad? Those affected are still
waiting for answers. The plain fact is that the
already precarious situation of the vast majority
of the population, whose livelihoods are based
on agriculture and livestock breeding, has dete-
riorated further. It is the people in the poor ru-
ral communities in the oil-producing region and
along the pipeline route who bear the brunt of
the ecological impact and social division caused
by the physical infrastructure of the project.

The ESSO consortium

The ESSO consortium reports on the progress of
the project every six months. The stated extrac-
tion volumes of 122,500 barrels a day in 2010
and the claimed 700 public information meet-
ings that have taken place with 22,000 people
(ESSO Chad 2010b:1) cannot be verified by an
independent body.

The perceptions of the local situation by the ES-
SO consortium and the civil society in Chad dif-
fer fundamentally. In Chad, the local CPPL net-
work strives to obtain detailed information on
the planned compensation measures from ES-
SO to enable them to advise those affected in
good time. In Cameroon, on the other hand,
the dissatisfaction of the non-governmental or-
ganisations CED, RELUFA, FOCARFE and CARFAD
with COTCO (Cameroon Oil Transport Company)
led them to suspend cooperation with the joint
platform on February 2 2010.

Contrary to the agreements, COTCO negotiat-
ed with the population while the platform was
working in order to clarify controversial points
without participation of the Cameroonian civ-
il society. ESSO’s annual report for 2010 states:
“... COTCO announced the successful comple-
tion of the social statement process created to
address outstanding claims from the project’s
main construction phase. The social statement

process was a collaboration between the mem-
bers of a ‘platform” that included representa-
tives from the Cameroonian government, four
NGOs [mentioned above] and COTCO...” [ESSO
Chad 2010b:2]

Already during a trip to Chad and Cameroon by
members of the German parliament in 2007, the
President of ESSO Chad, Ron Royal, expressed
his regrets that ESSO had described the pipeline
as a development project (Members of Parlia-
ment Ute Koczy and Bérbel Kofler, trip to Chad
and Cameroon, January 19-27 2007 (Horta et
al., 2007:11). Nevertheless, the consortium has
not changed its approach towards the local pop-

Street trader in Miandoum: the ‘chinese’ refinery
was inaugurated on the 27th of June 2011. Until
then, the crude oil was not treated in Chad and the
fuel imported from Nigeria to be sold in the streets.



ulation in terms of compensating and investing
in the communities.

Those receiving compensation often report that
they have received goods that do not meet their
needs. There is no cooperation on an equal foot-
ing. Those affected have been reduced to mere
supplicants.

Conclusion - Political failure

The decisions that led to the World Bank's with-
drawal from Chad on the one hand and to the
amendment of the agreement between ESSO and
the Chadian government on the other can be
construed as focusing on individual interests in-
stead of the development remit (World Bank) or
the contribution of the private sector to devel-
opment (ESSO).

Confronted with the announcement of an early
repayment in 2008 by President Déby, the World
Bank decided to accept this. The bank had un-
derestimated the political context, including
the armed rebellion in the east and the shift
in the balance of power caused by the arrival of
the China National Petroleum Corporation, and
overestimated the private sector, whereby the
ESSO consortium also prioritised its econom-
ic interests. The prospect of not being awarded
any new licences or having to relinquish these
to Chinese competitors prompted ESSO to agree
to market part of the oil through the Chadian
government. (ICG 2010:3/4) Securing access to
the crude oil was subordinated to all other con-
siderations.

The destruction of the rural production systems
— life in the isolated villages

Djéralar Miankéol / Martin Petry

Eleven years after the start of the construction
work, the oil region has changed fundamental-
ly. By the end of 2010, 725 oil wells with plat-
forms made of compressed laterite blocks had
been drilled (ESSO Chad 2010b:1), which is more
than double the number originally planned. In
addition there are pump stations, accommoda-
tion, offices, warehouses and a power plant that

produces electricity exclusively for the oil pro-
ject. The region is criss-crossed with high-volt-
age cables and new tracks and roads. Every day,
the people are confronted with new construc-
tion work. There are guards and security per-
sonnel everywhere, restricting the freedom of
movement. Installations for the oil project have
been built on a number of sacred sites.



Komé oil installations cut through the landscape (left), EEPCI's ESSO Komé V site (right)
Aerial photos: GoogleEarth

Integrated cultivation before the oil production

Before the oil project, livelihoods and cultivation were based on the integrated use of various ecological en-
vironments, whereby the bush forest and fallow land played just as important a role as the cultivated fields.
Farming, livestock breeding, hunting and gathering provided a source of nutrition and income for the fami-
lies. Vegetables and fruit grew in the fields surrounding the farmsteads. In the fields in the bush land (3 to
5 kilometres from the farmsteads), sorghum, cassava, beans, peanuts and sesame were cultivated. The fal-
low land ensured the fertility of the soil, whereby trees and bushes were cultivated in the bush land and in
the fallow fields whose fruits, bark and seeds were important for food and heath. The bush land and fallow
fields also provided firewood and building materials and were used as pasture for goats, sheep and cattle. In
particular, the production system ensured survival during times of crisis (droughts, civil war). There were al-
so sacred sites in the bush land.

Forested areas (with wildlife stocks), or fallow land

Fields (bush)
Fields (bush)

Forested areas (with wildlife stocks), or fallow land

Source: Djéralar Miankéol

The integrated production system is based on the use of fallow, bush and wooded land in areas up to 10 km
away combined with fields directly adjacent to the homes and farms, each of which has its own crops and
cultivation periods. The fields close to the farmsteads contribute between 30 and 40% of the local commu-
nities’ livelihoods while the fallow, bush and wooded lands provide the remaining 70 to 60% accordingly.
The study ‘Vivre avec le pétrole. Etude sur les conditions de vie des villages en zone pétroliére de Doba au
Tchad’, October 2010, can be downloaded at http://peaceresources.net/files/docs/publications/Rapport_
Etude_villages_ final_101123.pdf.



In Maikeri, the sacred site even had to be
‘moved’ twice, destroying symbols of their cul-
ture. Families who have lost most of their land
can no longer farm in an integrated manner.
The interaction between the different compo-
nents has been disrupted. But it is only this
interaction that enables them to produce suf-
ficient food and revenue. When bush and fal-
low land is no longer available, the fields be-
come over-cultivated. Fruits and firewood be-
come scarce and livestock breeding is difficult
because there is no pasture.

The land required by the oil project is consider-
ably greater than originally calculated by ESSO.
On one hand, families can no longer use many
areas because they are hemmed in and are in-

accessible between the installations which com-
prise the oil project. On the other hand, land
temporarily used by ESSO before it is rehabili-
tated and returned to the local population is in
such a poor condition that it will be unsuitable
for agricultural purposes for many years.

The people are caught in a trap. Their villages
are isolated. Their method of farming in the lo-
cal communities is not compatible with the in-
dustrial exploitation of the land by ESSO. Since
the two systems cannot coexist, the strong-
er and more versatile one will take the place
of the weaker one. The dream of development
and prosperity propagated by ESSO, the World
Bank and the Chadian government has become
a nightmare for the affected population.

New dynamics in the conflicts between peasants
and pastoralists in the oil region

Remadji Hoinathy / Martin Zint

The oil project has exacerbated the land prob-
lem. Three different conflicts can be distin-
guished. Firstly, farmers are locked in disputes
over land, in particular land subject to compen-
sation. These conflicts exceed the scope of the
mechanisms available for mutually agreed or
arbitrated solutions. They often end in bloody
confrontations, involving witchcraft and other
occult practices.

Secondly, there is underlying tension between
long-established communities and livestock
breeders who were resettled at the end of the

1990s. As a result of the continual expansion
of the oil production and the increasing short-
age of land, these tensions often escalate into
open conflict. These disputes are also exploited
at an ethnic level.

The core conflict between the cantons, on the
other hand, is concerned with drawing the
boundaries between these administrative terri-
tories. ESSO’s activities call into question the in-
terests of the canton chiefs, who want to secure
compensation and new infrastructure measures
for their communities.

Complementary subsistence economy by peasants and pastoralists

The times when a symbiosis existed are gone — when well-nourished cattle grazed on the harvested fields and
simultaneously fertilised them for the next sowing. In the good old days, the farmers and cattle breeders ex-
changed milk and vegetables. These days there are too many cattle and not enough agricultural land. The dis-
putes between the nomadic herders and settled farmers frequently end in injuries and even deaths.

The relations were never entirely free of conflict, as there was always a tendency to compete for scarce resourc-
es such as pasture and, in particular, water. However, during the last few decades, this coexistence has been
disrupted, significantly and lastingly. The progressive desertification in the Sahel and the increasing agricul-
tural production associated with population growth, including cotton for export, have exacerbated the strug-
gle for increasingly scarce resources.
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Agricultural decline

............................................................

Remadji Hoinathy, Martin Luther University, Halle-Wittenberg

The ‘Dutch disease’ is the name given to a syn-
drome that describes the impact of oil and gas
revenues on an already developed economy. It
describes a situation in which the oil sector
dominates the economy and gradually sucks in
production resources from other sectors. Cord-
en (1984) describes the impact of this concen-
tration as deindustrialisation. The sectors out-
side the oil industry, in particular the process-
ing industries, shrink and their share of exports
declines, since oil becomes the main export. In
a country such as Chad, whose economy prior
to the start of oil production (2003) consisted
primarily of crop growing and livestock breed-

ing, agriculture is the principle victim of this
petrolisation (Koutassila 1998:4). This therefore
leads to a decline in agriculture (‘deagricultura-
tion’, Sid Ahmed 1987:889). A study of the sit-
uation of farmers in the Béro Canton and oth-
er areas of the Doba oil region has shown that
there are already clear signs of agricultural de-
cline.

Remadji Hoinathy completed his doctorate on oil
and social change in southern Chad at Martin Lu-
ther University, Halle/Wittenberg hoinathy@
yahoo.fr.

Destruction of the social fabric -
those receiving compensation are
exposed to the risks and side-effects

Djéralar Miankéol / Remadji Hoinathy / Martin Petry

The oil storage facilities in Doba are situated
in the third poorest region of Chad. After five
years of oil production, 64.7% of the people
in this region lived below the poverty line.
The national poverty line has been deter-
mined to be € 0.6 per day (SNRP II 2008:18).
The inhabitants principally live from farming.
As a result of the compensation paid by ESSO
for acquiring land and the wages paid to
those people employed during the construc-
tion phase, the income of some inhabitants
increased considerably for a short period of
time.

Although the sums paid by no means reflect
the losses suffered, they nevertheless repre-
sented a considerable amount of money for
those affected. People with an annual income
of € 300 suddenly found themselves owning
between € 500 and € 5000 . In these rural re-
gions there are neither banks nor building so-

cieties, and virtually no way to invest this
money sensibly. The poor school and training
situation and the lack of markets for craft-
based products make it even more difficult
to start a new career. Some of those who re-
ceived compensation were able to invest the
money sensibly in breeding livestock. How-
ever, most of the compensation was spent on
healthcare, clothing and social obligations,
but also on alcohol and prostitution. Thus the
money was not put to productive use to en-
able future-oriented and sustainable incomes
outside of agriculture.

Resignation and inactivity are widespread.
Given the vanishing and overused land, it is
becoming increasingly difficult to earn a liv-
ing from farming. Many people feel that they
do not have a future. Everyone is waiting for
their turn. A “wait and see” mentality has de-
veloped: waiting for individual compensation,



waiting for offers of temporary employment
by subcontractors, waiting for the return of
land and waiting for training in improved cul-
tivation methods, i.e. waiting for crumbs from
the oil business.

The uncontrolled influx of people looking for
work from all parts of the country and the
neighbouring countries represents a chal-
lenge to a previously homogenous rural en-
vironment for which the traditional rules
that governed the fabric of society are not
equipped. The new arrivals respect neither
the rules and procedures for using land nor

Bride price

The unusual amount of currency in circulation has
not left the social institutions untouched. For ex-
ample, marriages have also been affected by the
monetisation.

It has influenced the practices that seal the mar-
riage, in particular the ‘bride price’ The financial
value has begun to take precedence over the sym-
bolic value. Some of the nouveau riches and the
temporarily rich have been willing to pay very high
sums.

This behaviour has now become the norm and even
the poor are forced to pay sums that can amount
to € 460 and even € 900. According to surveys con-
ducted in the early, middle and late 1990s, bride
prices between € 120 and € 220 were normal.

the local legislation. However, increasing and
repeated disputes about vanishing natural re-
sources (arable land, pasture and woods) and
the financial resources which have suddenly
become available also occur within the indig-
enous population.

These upheavals are reducing the importance
of social institutions. The traditionally regu-
lated solidarity within families and villages
is eroding. Parental authority is no longer re-
spected. Their offspring spend compensation
money as and when they like. Alcohol abuse
among youths and men has increased sharp-
ly. Domestic violence is also on the rise. Tradi-
tional chiefs charge illegal duties and system-
atically withhold 10% of the compensation
paid to those affected. Others charge broker
fees in return for procuring jobs or allowing

individuals or groups to indiscriminately cut
down forested areas or take over land with
the intention of obtaining compensation pay-
ments.

A former village chief asks: “How can easi-
ly earned money become the basis for society

Slums and prostitution

Another phenomenon produced by the project has
been the uncontrolled influx of people from Chad
and the sub-regions into the oil areas. The rela-
tionships between the indigenous population and
the new arrivals have led to changes in behaviour.
New villages such as Mud-a-dogne and Atan/Sa-
tan have suddenly appeared between the tradition-
al villages and the camps for the oil workers. The
bars and other cheap pubs, hostelries and night-
clubs have turned them into places of ‘amusement’,
‘atmosphere’ and ‘Bayla’

The terminology associated with these places says
much about how they are judged by the local pop-
ulation. Mud-a-dogne literally means “the vagina
will get you”.

Those who know the local language are shocked by
the crudeness of the expression. In the case of At-
tends/Atan/Satan, Atan is derived from ‘attend’
(wait), from the verb ‘attendre’.

This is the answer that many people seeking work
get when they queue everyday along the fence sur-
rounding the camp, only to return home with the
promise that something will eventually turn up
and that they should wait.

In reference to the stranded people and prostitutes,
the place is also known as Satan (the Devil).

when it is the fruit of a tree that was felled
in the blink of an eye or a sacred place that
was destroyed?” And he adds: “The compen-
sation payments are only a flash in the pan
and nothing in comparison with the horren-
dous and manifold losses and the disastrous
social consequences caused by the oil project
since it began.”

The study ‘Vivre avec le pétrole. Etude sur les con-
ditions de vie des villages en zone pétroliére de
Doba au Tchad’, October 2010, can be downloaded
at http://peaceresources.net/files/docs/publica-
tions/Rapport_Etude_villages_ final_101123.pdf.
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HIV/AIDS: On the rise

Jelena Heyland

The AIDS epidemic is also a sensitive issue in
Chad. The low literacy rate - particularly among
women, the general lack of knowledge about
how HIV is transmitted, risky behaviour and
poverty, the conflict and post conflict situ-
ations in the country and the lack of contra-
ceptives and medical care form a complex over-
all situation. The oil production and its associ-
ated phenomena (labour migration, social con-
trasts) have impacted a society that was previ-
ously very isolated.

The HIV prevalence rate in Chad is current-
ly 3.3%, with a considerable difference be-
tween the rural (2.3%) and urban areas (7%).
Age and gender also have an influence. Women
are more likely to become infected than men.
In 1995, the Chadian government developed a
National Health Strategy ($ 41.5 million) and
a National Strategic Plan for Controlling AIDS
($ 24.6 million) in cooperation with external

13
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donors. Training was provided for more than 40
local non-governmental organisations and local
projects were set up for combating HIV/AIDS
(World Bank 2011). 1,314 orphans in Moundou
and N'Djamena started school. 49 foster fami-
lies for these orphans took part in profession-
al training (World Bank 2010). These figures
contrast starkly with the needs. With a HIV/
AIDS prevalence rate of just’ 3.3%, the number
of orphans infected with AIDS has grown from
around 57,000 in 2006, and the number of AIDS
deaths has grown steadily from 8,559 in 2001
to 13,907 in 2006 and 14,033 in 2007 [UNGASS
2008:]. The graph shows that the virus has
spread most in the Logone Oriental oil produc-
tion region. This area is also the poorest region
in the country (see Chapter 5, Petry, Miankéol).
Since jobs were announced at the beginning of
the project, many men decided to seek work in
the oil industry. They neglected their activities
in the villages, no long-

Graph: Spread of the HIV virus by region
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er tilled their fields or
came to Doba from re-
gions far away. Howev-
er, this migration has
caused the spread of
the HIV/AIDS virus and
other sexually transmit-
ted diseases. This is be-
cause many are careless
when it comes to using
contraception and pre-
venting the spread of
the virus. In neighbour-
ing Cameroon, the AIDS
rate has also increased
considerably in the vil-
lages near the pipeline.
Women who live alone
with their families in
the villages - as AIDS
widows or because of
the labour migration
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Source: Country Progress Report UNGASS 2008, p. 17

of the men - frequent-
ly lose land or income.
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They therefore often resort to prostitution as a
means of survival, as confirmed by the medical
personnel in the local health clinics.

One of the most significant problems is caring
for AIDS patients, as free antiretroviral drugs
are extremely rare in rural regions. There are
not enough qualified doctors. The ongoing na-
tional prevention project (2007 - 2011) strives
to boost the national (from € 1.4 mill. to € 9
mill.) and international funds (€ 5.3 to € 6
mill.) for combating the virus significantly. 50 %
of AIDS orphans were to receive free external

HIV / AIDS

Anne Lartel, 51 years old, Maikeri

I was born in 1960. I have 6 children, 5 of
whom are still alive. I have been married
since 1983 and lived with my husband in Mi-
ladi since then.

I have AIDS. This was discovered in 2007,
when I gave birth to my last child, who died
shortly after it was born. We had our children
tested and the doctors found that my daugh-
ter, Dénémba Kanatou, is also infected. She
is now 9 years old, in 2007 she was 6. This
means that I was infected with the AIDS vi-
rus before she was born in 2001.

I think my husband became infected between
2000 and 2001. From 2000 on, he worked for
Cop Guard, a private security company. When
his contract was terminated, my husband be-
came a street vendor.

He always refused to have himself tested,
even after I found out I was infected. We
fought. He was often away. In the end, we
divorced and I returned to the village where
I was born. Once a month, I go to Bébédjia
(25 m) for tests and to get medicine.

I can get by with the medicine. But I am al-
ways tired and can't really work. I don't feel
rejected by the people, but I get the feel-
ing they are afraid of me. I notice that peo-
ple avoid me.

Things are worse for my daughter; she has
trouble in school. She is in second class, and
the other school children don't want to sit
beside her.

It seems as though other parents asked the
principal to expel my daughter. That is a pity.
She does not want to go to school, I have to
force her, as it is very important for her.

............................................................

care. In 2006, the actual percentage was 1%.
Microloan programs to enable AIDS widows and
women to earn an income are another key area.
The situation will only improve in the long-term
by decreasing poverty through income, health-
care and access to education

Further information is available in ‘The Chad-
Cameroon Oil and Pipeline Project study: A Call
for Accountability! http://www.edf.org/docu-
ments/2134_Chad-Cameroon.pdf.
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Reduction of poverty by promoting

primary school education

Claudia Frank, Group Chad

Chad is 163rd of 169 on the 2010 index for hu-
man development 2010 of the United Nations
Development Program UNDP. Life expectancy is
49.2 years (hdrstats.undp.org) and 80% of the
population live below the poverty line of 1 dol-
lar/day [US State Department, 2009], [BICC
2010:8].

The little data available points to a lack of de-
velopment in southern Chad. 70.3% of the pop-
ulation there are poor - compared with 55 % of
the overall population living below the nation-
al poverty line (FCFA 144 570 or EUR 220 per
annum). In the Logone Oriental region, which
contains the Doba Basin, 91% of the popula-
tion work in the primary sector (agriculture,
fishery, forestry, hunting and animal breeding),
2.7 % work in trade and 1.9% in the service sec-
tor. In spite of the fact that Chad has become

Investment in education -
Too expensive!

Denise Larhingam,
Principal of the Miandoum Primary School

300 children attend the six classes at our school.
I am the only qualified teacher.

My village, Miandoum, was entitled to compensa-
tion as a community. We wanted to use the com-
pensation to build a classroom. That was too ex-
pensive for ESSO. As an alternative, we suggested
a small building, ploughs, cattle and wheelbarrows
for our agricultural cooperative. That was out of
the question too. They wanted us to order school
equipment. We rejected this offer. In the end, the
sub-prefect forced us to build a small building for
a school principal. However, here, a principal can-
not live alone in it.

ESSO promised to donate two containers. They
sent one. It gets very hot in there. But if you don't
have a horse, you have to make do with a don-
key. As a result, the classrooms in our school are
four straw huts, the principal’s building and a con-
tainer.

an oil exporting country, 68.6% of the popu-
lation use oil lamps as a light source in their
homes, and 88.5% use charcoal for cooking. Al-
though 67.1% are illiterate, and 58.8 % of these
received no school education whatsoever, the
school enrolment ratio in the oil-producing re-
gion is among the highest in the country (Log-
one Oriental 59.1%, Moyen Chari 57.7%, Log-
one Occidental 60.2%).

Gouvernement du Tchad. Ministére des Finances,
de l'Economie et du Plan. 2006. “Tchad. Profil de
pauvreté.” Final report ECOSIT II (Enquéte sur la
consommation et le secteur informel au Tchad).
N'Djanéma: Institut National de la Statistique, des
Etudes Economiques et Démographiques, Novem-
bre.




Impact of compensation in Chad

ESSO’s compensation system is

unfair and unsuitable

Djéralar Miankéol / Martin Petry, Peace Resources Group

ESSO’s compensation system comprises three
types: Individual compensation, community
compensation and supplementary compensa-
tion for individuals or communities who are
severely affected.

Individual compensation can be money,
products or investments to compensate for
the loss of plantations, trees, bushes and liv-
ing space. Over € 20.9 million (ESSO Chad
2010b:2) in compensation was distributed.
Compensation was paid in the presence of tra-
ditional chiefs, without independent observ-
ers. In most cases, the recipients are unsure
of the basis on which the compensation is
calculated. They are photographed and leave
a thumb print on a document which most of
them cannot read. The chiefs demand 10% of
the total from everyone who receives compen-

Land law

The development of modern land law in Chad is
still in its infancy. According to traditional law,
villagers have land use rights as long as they live
in the village.

These rights are inherited, but cannot be sold. The
constitution states that land, for which there is
no registered land title, belongs to the state. As
yet, private land and property ownership only ex-
ist in cities.

None of the parties affected in the oil region has
a recognised land title. For this reason, ESSO on-
ly provides compensation for the investment made
on the dispossessed land. Rates were calculated
for the various arable crops, fruit trees or huts.
The land itself was not valued and compensated.
Therefore, the basis for their production was not
replaced by the compensation. Fallow ground, a
key element in the human production system, is
not compensated at all, as there is no apparent in-
vestment there.

sation. This process is illegal and has been
criticised for years. ESSO and the authorities
refuse to discuss this with the parties affect-
ed and the civil society.

Community compensation is intended to
compensate for the loss of “investments”
which are used or managed by a communi-
ty. These include sacred sites, village forests,
fishing ponds, school grounds. ESSO financ-
es measures such as building classrooms, bore
wells or a one kilometre track. There is no
transparency regarding the amount calculat-
ed. The measures often do not meet the needs
and wishes of the affected parties. The con-
struction work is performed by a variety of
international and Chadian companies. Most
is of such poor quality that it does not ful-
fil its purpose. There is no way to object or
complain.

Supplementary compensation is granted to
individuals who have lost their livelihood al-
most entirely. According to ESSO, persons are
entitled (éligible) to receive such compensa-
tion if a family has less than 1/3 ha per fam-
ily member. 1/3 of a ha per family member
is wholly insufficient to feed a family. Sup-
plementary compensation comprises agricul-
tural equipment and training in another pro-
fession. Many persons were given short train-
ing courses as carpenters, metalworkers, elec-
tricians, bicycle mechanics, radio technicians,
tailors, tanners, millers - however, there is no
market for these trades in the vicinity. Al-
most everyone who received this training is
now attempting to lease land and lives in
great poverty from the small yields. The fam-
ilies affected by the oil project are entitled to
compensation, which replaces their loss and
allows them to live at at least the same level.



Individual supplementary
compensation
Faustin Aleyou, Madana

I am 47 years old, married and have nine chil-
dren. ESSO took 1.5 ha of my land. Now I have
just one ha. In 2005, I received € 1500 as com-
pensation for the crops and trees on my fields.
In 2009, I was told I was severely affected and
was therefore entitled to further compensa-
tion.

I received an ox-cart and a plough which nev-
er worked, a manual peanut shelling machine,
which I use, a wheelbarrow, which I rent in
a the nearby town for transport, six sickly
sheep, two of which died immediately after I
got them and four cows, one of which also died
immediately.

A company built me a sheep pen, which is un-
suitable for sheep, but which I use for storage.
I received a crash course in improved agricul-
tural techniques. The course was too short and
I can hardly use the methods. Of the money
I received, I had to pay € 150 to a neighbour
who alleged that my hut was on his land. € 300
was the bride price for my second wife, whom
I married after my first wife died. I had to pay
a € 150 fine, as a trader and a police officer ac-
cused me of using forged money.

I bought another two head of cattle and cor-
rugated iron for my house. Does all that re-
place a hectare which I could cultivate eve-
1y year?
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Impact of compensation in Cameroon

Honoré Ndoumbé, FOCARFE

Like in Chad, the compensation received by
the population for the losses due to the con-
struction of the pipeline in Cameroon has had
a limited impact. It led to many conflicts with
the project organisers. There were differences
of opinion regarding the evaluation of damag-
es, the excessive (in public opinion) periods
before payment of the damages, the quality
of the products delivered, excessive invoic-
es. The World Bank, which backed the proj-
ect, demanded that the poverty of the per-
sons affected was not to increase. Thus, the

lump sum compensation values reached totals
which exceeded the national rates.

The money was released to the recipients
without sufficient information, awareness or
support services. That meant that the vast
majority of the population did not use the
unusually high sums of money in a sustain-
able manner. The compensation in the form of
products promoted sustainable investments,
however its positive effect was often reduced
by poor quality, delays in provision or rejec-
tion of the infrastructure requested by the



population, and the implementation of oth-
er infrastructural measures, which were sup-
posedly a better match for the level of fund-
ing granted to the various villages.

In the central province of Cameroon, the in-
habitants of areas adjacent to the pipeline
have replanted less than one third of the de-
stroyed cocoa crop land, and only half of the
land for their own needs. The lost arable land
used to provide them with a reliable source
of income. As a result of the decrease in the
amount of arable land, the average income de-
creased approx. 20%.

The compensation was not re-invested in ag-
riculture, which is the main industry sector
in this region. Instead, the money was used
to finance weddings, to build houses - roofs
rather than entire houses - and for medical
treatments. Those affected only improved
their standard of living temporarily.

Now that those who live along the pipeline
have had to face great financial losses and the
employment opportunities have proved short-
lived, it would appear logical that the govern-
ment, like Chad, would demand a share of the
oil income to finance various investment proj-
ects (building schools, health centres, roads,
electrification of the areas through which
the pipeline runs). Equally, the government
should introduce a rural development pro-
gram, which allows inhabitants to recultivate
the destroyed land or to find other solutions,
so that the advantages of the Chad-Cameroon
pipeline project become clear for these popu-
lation groups.

Environmental damage - cause and effect

Martin Petry

For many, the compensation money has become
a source of income without which they cannot
live. As fallow land is not compensated, many
families deforest fallow and bush land to ob-
tain further compensation. The result is an eco-
logical disaster. The rehabilitation and return
of land by the ESSO consortium itself is anoth-

[

er urgent problem. To date, the farmers” experi-
ence has been that the yields from the rehabil-
itated land are very low.




Urbain Moyombaye, President of the local
organisation ADICAM, 41 years old, Miandoum

“We have been trying to cultivate this displaced
soil for two years. Nothing grows in it. By the way,
ESSO’s employees have not returned since June
2008. They sowed the seeds then. We discussed
this question with the responsible employees at
ESSO. They do not accept that there is a problem.
It's as though they restored the land for an adver-
tising photo.

See this trench? ESSO first filled it with the soil
for the laterite on the well platforms. ESSO now
stores construction rubble in it, concrete and even
sludge from the borehole. We have seen the farm-
ers’ cows die. They drank liquid sludge or contam-
inated water.”

This displaced soil is contaminated with sludge
from the borehole. Urbain Moyombaye explains
that a number of cattle who drank from the trench
during the rainy season have died.

Fishery
Valéry Nodém, RELUFA

Fishermen in Cameroon also have problems. in April 2010. The fishermen also say that since
They not only fear for their livelihoods, they al-  the oil has been pumped into the large oil tank-
so worry about damage to the sea and the fish-  ers using the pipeline, they have to sail much
ing villages if there is an oil leak. Their fears are ~ further out to sea to catch enough fish. Their
justified, as there have already been two mi- fishing territory, the natural reef was cleared
nor leaks at the offshore terminal in 2007 and  using explosives to make room for the pipeline.

P e T AL R e < L

Port in Kribi source: http://maximilian-kamerun.blogspot.com/2010/11/kribi.html
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An innovation has not maximised its potential:
The Chadian oil revenue management law

Thérése Mékombé, Association des Femmes Juristes du Tchad

Legal regulations were passed on commence-
ment of production of crude oil in Chad to en-
sure transparent administration of income from
crude oil. They were intended to implement the
agreements concluded in 1998 and 2004 for pro-
duction of crude oil and the loan agreement be-
tween the World Bank and the government of
Chad.

The passing of the law on the administration of
crude oil income (001/1999), and the anticipat-
ed role of the supervisory committee (Collége de
Controle et de Surveillance des Revenus Pétro-
liers), were initially welcomed by all sides. The
Collége is an independent body with equal rep-
resentation (government, parliament, civil so-
ciety). In spite of this, the legal powers of the

Collége, and thus the creation of transparency
in the use of the revenue from crude oil is se-
verely limited, as the law and the subsequent
provisions contain loopholes on one hand,
while on the other, important stipulations are
not implemented. These deficiencies persisted
after the amendment to the law (002/2006).
Currently, only the portion of the direct in-
come which goes to the priority sectors (65 %)
is monitored, while the part earmarked for the
government operating costs (30%) is paid di-
rectly to an account at the Central African Cen-
tral Bank (BEAC).

Also, the College does not monitor the indi-
rect revenues, which consist of taxes and con-
tributions of the companies, and which now ex-

| The flow of oil revenues according to Law 002 |
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ceed direct income significantly. The number
of members in the supervisory committee (four
members from the civil society and five from

the government) is too low overall to guaran-
tee effective monitoring. There is no monitor-
ing of the quantity of crude oil exported and
the overall revenue from the sales of crude oil,
and as yet, there have been no audit reports
by the Ministry for Finance with an overview
of all accounts. The lack of regulations which
permit the Collége or the committee commis-
sioned to monitor the money earmarked exclu-
sively for the oil producing region (5 %) to sanc-
tion cases of inadequate transparency and gov-
ernance is particularly troubling. Therefore, the
recommendations of the supervisory committee
are often ignored. At the beginning of 2011, the
EITI process in Chad started well. The civil so-
ciety was actively involved in drawing up the
plan for action. However, it remains to be seen
to what extent the flows of money are actually
disclosed, and whether the work of the supervi-
sory committees can benefit from this.

5 percent — A case of bad investments

and corruption

Djéralar Miankéol / Martin Petry

After years of negotiations, the Chadian civil so-
ciety has succeeded in taking measures to pro-
mote development in Chad using the income
from crude oil. That in-
cludes the law on crude
oil revenue manage-
ment, which states that
5% of the direct income
must benefit the popula-
tion in the oil producing
region.

The hopes of the peo-
ple rested on this 5%.
The amounts were pub-
lished regularly by the
Supervisory commit-
tee CCSRP. The exist-
ing reports and statis-
tics of the Ministry of Fi-
nance show that rough-
ly 5% of the incomes ac-

tually went to the region. Between 2004 and
2008, this amounted to € 52 million. Unfortu-
nately, the funds were managed and used in




such a way that they did not lead to any devel-
opments. The 5% was used to build presiden-
tial prestige projects such as an oversized stadi-
um in Doba or a huge hospital for which there
are no doctors. Inflated invoices, corrupt ten-
der processes, poor-quality construction work —
the entire scope of white-collar crime - meant
that much of the funds went straight into some-
body’s pocket. Even the measures which could
have contributed to development were so badly
implemented that they do not last long and are
not much help.

Microloans are distributed without rhyme or rea-
son. In particular, those with the greatest needs
have not benefitted. The majority of loans are
not repaid; no self-supporting microloan insti-
tution has been established. The regional de-
velopment plan developed with great effort by
the population and the civil society is still ig-
nored by government although it could be a ba-
sis for an intelligent use of the 5%. The funds

should actually be used by the local communi-
ties themselves for their development. However,
there are still no communities or elected local
councils. The President of Chad has delayed the
implementation of this decentralisation process
since 2001. The management committee (Komi-
té 5%) used for the transition period - until
the communities are established - is nominat-
ed and withdrawn by the president. The Log-
one Oriental region, where oil is produced, and
which contributes greatly to the national rev-
enue, is the third poorest region in Chad, ac-
cording to the latest published National Poverty
Strategy figures (SNRP 2008: 19).

The study on the use of the 5% revenue in Chad is
available at “Utilisation des revenus pétroliers issus
des 5 % alloués a la région productrice,” http://
www.erdoel-tschad.de/index.php?option=com_co
ntent&task=viewid=113&Itemid=34.

Disclosure of payments in the oil sector:
Are international multi-stakeholder

initiatives effective?

Heidi Feldt / Axel Miiller, AGEH

Now that the international transparency ini-
tiative EITI (Extractive Industries Transpar-
ency Initiative) has existed for almost ten
years, it is time for an intermediate report on
this initiative in the Central African Region.
To what extent has EITI reached its goal, of
boosting the raw material governance in par-
ticular and increasing the scope for action by
the civil society?

The initiative is implemented in all coun-
tries in the region. The exception is Equatori-
al Guinea, which was excluded in 2007 due to
a lack of political acceptance. Together with
partners, Bread for the World, Misereor and
the Global Policy Forum Europe have produces
an initial report. The main results of the study
are as follows:

+ EITI has facilitated public debates on crude
oil and mining, raw material revenue and its
use in the region for the first time. A taboo
topic has been broken.

+ The civil society is represented in the EITI
committees in all countries, it participates
and can present its opinions within EITI.

+ As a result, non-government organisations
are perceived as relevant players in the extrac-
tion industry to a greater extent in public.

+ While the non-government organisations in-
volved in this transparency initiative are ex-
posed to “gentle” pressure from the govern-
ments in most countries in the region, the



number of arrests, travel bans and other forms
of open repression have decreased thanks to
the intervention of the international EITI
Board, the PWYP network and international
organisations.

+ Various reports with flows of payments and
revenues from the extraction sector have been
published and made available to the public.
These reports are generally viewed as signif-
icant progress.

- However the reports produced to date are
low on useful information. For example, not
all corporations participated in many re-
ports, and the informal raw material sector
was not included yet. The flows of payments
in the reports also reveal major discrepan-
cies between corporation payments and gov-
ernment revenues, which are not comment-
ed in the reports. Thus, the reports by the
countries do not reflect the actual raw ma-
terial revenues.

— In general, it was found that EITI has not
yet initiated significant reforms of the extrac-
tion sector in Central African countries. Cor-
ruption is still a major problem.

Chad in particular, the most recent addition to
EITI in the region, is in a critical phase: The
country officially joint on August 20, 2007.
However, it only began actually implementing
the initiative slowly in early 2010. The Collége
de Controle et de Surveillance des Ressources
Pétrolieres (CCSRP) is a complementary struc-
ture which can contribute to increasing trans-
parency in the use of crude oil revenues (see
Chap. byThérése Mékombé). In the past, the
Collége in particular criticised the lack of co-
operation with the Ministry of Finance with
regard to the pipeline project.

By the end of 2011, the first report with of-
ficial revenues from the crude oil sector is to
be published. The quality the report is to have
depends on the ability of the civil society to
assert itself, but in particular on the accept-
ance by the government.

EITI

In 2000, civil society organisations launched
the “Publish What You Pay” (PWYP) campaign to
obliged companies and governments to disclose
their payments in relation to raw material mining
and the production of oil and gas.

This is intended to increase the transparency of
the flows of payments, decrease corruption and in-
crease funds for combating poverty in raw mate-
rial-rich but poor countries like Chad and Came-
roon.

The Extractive Industries Transparency Initiative
(EITI) picked up this idea and created a suitable
framework.

Its aim in particular is the disclosure of revenue.
Launched in 2002 by the British Government at
the World Sustainable Development Summit in Jo-
hannesburg, EITI soon received an increasing level
of political support.

The initiative is now supported by an unusual-
ly broad alliance of governments, civil society or-
ganisations, companies, investment funds and the
World Bank and the International Monetary Fund.
In particular in Africa, many countries have joined
this initiative.

EITI is a positive start, but has not improved
raw material governance and restricted cor-
ruption.

The countries in the region are only start-
ing out and must combat corruption first and
foremost, to ensure that the revenue from the
crude oil, natural gas and mining sectors are
really used to fight poverty, and the people
can benefit from their wealth of raw materials.
The studies showed that EITI's mandate of dis-
closing flows of money is not sufficient for
this. The entire decision-making chain from
the licensing process, contracts and payments
of companies to the governments must be
made transparent, to allow bribery and cor-
ruption to be targeted and combated.

The study “We talk about Petrol - Interim Assess-
ment of the Extractive Industries Transparency In-
itiative (EITI) in the Central African Region” (Cam-
eroon, Chad, Gabon, Equatorial Guinea, Central Af-
rican Republic, Republic of Congo and the Demo-
cratic Republic of Congo) is available as a down-
load at www.erdoel-tschad.de



Political conflict in a petro-state

Lena Guesnet, Bonn International Center for Conversion

Production of crude oil in Chad not only has
negative effects on the population in the pro-
ducing region. It also has farther reaching con-
sequences at a national level. Economically-
speaking, Chad is now a classic petro-state: The
economic focuses unilaterally on oil production
- other sectors are neglected.

80% of the national budget is financed via
crude oil revenue. The financial management is
also in a desolate state: 66 % of expenditure is
made outside the plans of the national budget
passed. Chad is one of the most corrupt coun-
tries in the world. Instead of investing the de-
velopment of the country and overcoming pov-
erty, much of the income disappears in trans-
actions where an elite circle close to the presi-
dent enriches itself. However, this patronage is
not restricted to an inner group of loyal follow-
ers: Thanks to the oil revenue, opponents of the
government can also be bought.

The revenue from crude oil allows autocrat pres-
idents to stabilise their power.

The president also uses the oil money for mil-
itary rearmament. While military expenditure
was 14 million dollars in 2000, before Chad be-
gan producing oil, roughly 315 million dollars
were invested in the military sector in 2009.
Five times the amount possible before oil pro-
duction was spent on important weapons alone.
In 2006, the expenditure on weapons accounted
for 4.2% of the gross domestic product (GDP) of

Glossary

BEAC Banque des Etats de 'Afrique Centrale

CCSRP Collége de Controle et de Surveillance des
Revenus Pétroliers

COTCO Cameroon 0il Transportation Committee

ECMG External Compliance Monitoring Group

EEPCI Esso Exploration and Production Chad,
Inc.

EIR Extractive Industries Review

EMP Environmental Management Plan

FEDEC Foundation for Environment and Devel-

opment in Cameroon

Chad. To put this in perspective, US military ex-
penditure accounts for 4.06% of the American
GDP. The high military expenditure is rational-
ised with threats from insurgents.

The Déby regime is opposed by a number of re-
bel groups. They form alliances again and again,
however they usually splinter due to internal
disputes. However, in February 2008, an alliance
of rebel groups succeeded in advancing to the
capital city, N'Djaména, and even attacking the
presidential palace.

However, it is not only armed groups who op-
pose Déby’s leadership. There are also the po-
litical opposition and active civilians, who use
peaceful means to fight for a democratisation of
the country.

However, their scope for action is very limited:
Only pro-Déby demonstrations are approved.
Opposition politicians and civilian activists are
threatened, locked away and even murdered. As
a result, the elections which took place in 2011
cannot be viewed as fair and free.

Thus, income from the oil trade supports an au-
tocratic ruler, who remains in power with mili-
tary force and repression.

The BICC Letter 41 ,We were promised develop-
ment and all we got is misery” - The Influence of
Petroleum on Conflict Dynamics in Chad is availa-
ble at www.bicc.de (Eng/Fr).

IAG International Advisory Group

IBRD International Bank for Reconstruction
and Development

IDA International Development Association

IEG Independent Evaluation Group

IFC International Finance Corporation

OFDA 0il Fields Development Area

PSMC Pipeline Steering and Monitoring Com-
mittee (Cameroon)

TOTCO Tchad 0Oil Transportation Company
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High risk, high gain - the World Bank’s approach
on the extractive industries

Korinna Horta, urgewald

The World Bank Group approved financing for
the Chad-Cameroon project claiming that it rep-
resented “...an unprecedented framework to
transform oil wealth into direct benefits for
the poor.”

It made the decision by turning a blind eye to
massive human rights abuses, the lack of rule of
law and corruption and by refusing to listen to
the warnings from civil society. This willful na-
iveté in taking a decision that affects an en-
tire region for generations to come derives from
an institutional culture geared towards meeting
lending targets. Internal incentives are based
on moving money quickly and not on achiev-
ing verifiable poverty reduction and sustaina-
ble development.

That is why the proposal from a powerful oil
consortium led by Exxon Mobil to co-finance
the project was hard to resist. The consortium
insisted on participation by the World Bank as a
pre-condition for its multi-billion dollar invest-
ment. This would provide political risk insur-
ance in a highly volatile region and was critical
to attracting financing from other public and
private financial institutions.

At the time, the World Bank stated with pride
that its support had catalyzed an investment
by private oil companies which otherwise would
not have taken place.

With a contribution of less than 3% of total pro-
ject costs, the Bank enabled what is now esti-
mated as a US$ 6.5 billion investment, one of
the largest ever made on the African continent.
This sum is even bigger than the annual budget
of 4-5 billion for the whole of sub-Saharan Af-
rica, before the 2009 financial crisis.

Almost ten years after project approval, the
Bank’s own Independent Evaluation Group (IEG)
concluded that the investment had failed to re-
duce poverty and was associated with violent
conflict, worsening governance and corruption.
But earlier, the World Bank had been tireless
in marketing the public-private partnership

with the oil companies as an effective tool to
fight poverty and emphasized the unprecedent-
ed steps it had taken to ensure that oil funds
would reach the poor. Given the political con-
text, these were condemned to fail from the be-
ginning.

Largely in response to the ongoing intense pub-
lic scrutiny of the project, then World Bank
president James Wolfenson commissioned the
“Extractive Industries Review, (EIR)” to
make the case for World Bank support for in-
vestments in oil, gas and mining as a contri-
bution to reducing poverty and sustainable de-
velopment.

The EIR study published in 2003 provided un-
expected recommendations. It told the World
Bank that it must carefully sequence its invest-
ments to ensure that conditions of good gov-
ernance, including the quality of the rule of law
and respect for human rights were in place be-
fore launching extractive industry investments.
Did the World Bank learn the lessons from the
EIR and the Chad-Cameroon experience? This is
doubtful. The Bank continues its “High Risks -
High Rewards” approach. Once again it willful-
ly ignores that the risks are borne by the most
vulnerable while the rewards are reaped by the
powerful. As long as its institutional culture re-
mains the same, change will be very slow to
come.

A review of the programme performance assess-
ment report of the Independent Evaluation Group
(IEG): The World Bank Group and the Chad-Came-
roon Oil & Pipeline Project ‘The logic was sound,
but reality interfered. The Independent Evalua-
tion Group’s (IEG) Program Performance Assess-
ment Report: Textbook Logic & Dismal Failure, by
Korinna Horta is available at http://www.erdoel-
tschad.de/images/stories/materialien/IEG_eng_
A4_LOW.pdf.



Demands

Work with the local communities, not against
them!

Extractive Industries companies must ensure
that the right of the affected population to
free, prior and informed approval to production
of raw materials on their land is guaranteed!
Discussions with the affected persons must be
held on an equal footing from the outset.

Provide for the social and ecological needs
of the population with binding regulations!
In its raw material partnerships, the German
Government must stipulate clear obligations
for raw material companies and for the host
and home countries of the entrepreneurs. They
must contain effective mechanisms for moni-
toring and for complaints by affected popula-
tion groups. The obligations must include rules
which permit life in dignity and the develop-
ment in the production regions.

Prioritise human rights in foreign trade!
The German Government should make an anal-
ysis of risks under human rights aspects in the
assessment of applications for foreign trade
aid.

References

Promote transparency - fight corruption!

In the 10 years it has existed, the internation-
al Extractive Transparency Initiative (EITI) has
achieved a lot. However a lot of work is required
to increase its impact. The information and dis-
tribution of the national EITI reports must be
improved. All companies in the crude oil and
mining sector in a country must participate in
the EITI process without exceptions. Data bro-
ken down by project and company is required
to facilitate a minimum of traceability of pay-
ments. Banks, which play an important part in
the raw material industry as lenders, should be
incorporated in the work of EITI.

Corruption must be sanctioned. To date this is
not part of EITI. The introduction of a premi-
um standard could promote national processes
to reduce corruption.

Ban conflict resources — in Berlin and in
Brussels!

The German Government and the EU should pre-
vent imports of conflict resources which fu-
el conflicts in producing countries and support
the Kimberley Process for diamonds and the
Dodd Frank transparency law for companies.
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Members of Group Chad include
the German church relief organisa-

Human rights - Raw materials - Peace Initiatives tion Misereor, the Diakonie Human
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and human rights and environmental organisations like Amnesty International, urgewald and
EIRENE as well as the BICC Research Center (Bonn International Center for Conversion). Group
Chad focuses on work in relation to Chad in the three areas of peace, human rights and raw ma-
terials.

The members of the Group Chad work with a great number of civil society actors in Chad and
neighbouring countries. The former World Bank Chad-Cameroon oil and pipeline project has been
a joint priority since 1994.
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