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5.2 Opaqgue information policy

“CNPC is not going to exploit the Sedigi field in
the Lake Chad basin,” says SHT-technical advisor,
Boukar Michel without further comments. The 60/40
joint venture contract agreed upon between the
consortium partners CNPC and SHT while published
in SHT brochures and conference presentations are
unknown fo CNPC agents. The General Director
would not inform the local personnel, they say. An
authors’ request for an interview with the General
Director was refused. This unwilingness to disclose
information reminds many of the Chadian activists of
the early days of the Doba project in the late 1990s.
Questions were not welcome.

Conftrary to official CNPC statements, briefings or
workshops with the local population in the Bongor
basin have not taken place (CPPN, 2009). Out of
a total of eight CNPC mediators and interlocutors
charged with maintaining contact between CNPC
and the population, only three are known to the civil
society network CPPN Coordinator (authors’ interview,
Rimtébaye Nassingar, CPPN). CNPC does not deal
with CSOrepresentatives. It negotiates directly with the
affected population who are often illiterate and not
aware of theirrights. So, little documented information

is available about the situation in the villages. The
win-win approach for both contract parties—as
promoted by CNPC—seems to completely exclude
the population. The ignorance of the farmers and
the total lack of preparation for the potential amount
of money they could receive in compensation are
posing a real challenge. Lessons learned from the
Doba basin show that cash compensations are a
delicate mafter and should be avoided or carefully
accompanied by business training to the recipients
who have never handled larger amounts of money.

CPPN and the diocesan Justice and Peace
Commission of the Chadian Bishop's Conference
conducted an environmental study during the
rainy season, in August 2009. 102 km of the total
320 km pipeline®? were evaluated and the findings
documented. The Ba-ili dam in Damsro, seven km out
of Koudalwa and other bypasses of rivers, logging
operations for the pipeline track, noise of and dust
raised by construction vehicles; all this already has
a major impact on living conditions and on the
environment—fishermen already complain about a
decline in fishing.

82 The 102 km start at Koudalwa and end at Kiao, crossing the four
cantons of Ba-ili, Bogmaro, Bousso, and Gourgang.
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This study documented plant and animal species,
which are about to disappear. The locals who have
lived on fishing and hunting are scared of how this
exploitation project will be affecting them. The above-
mentioned dam in Koudalwa led to a decreasing
water level, which meant that locals were no longer
able to leave their village by boat (pirogue) during
the rainy season. They were isolated for several weeks
(CPPN, 2009).

Already, a series of fatal accidents has been reported:
a student, two women, and a pastoralist died after
falling into open, non secured pits (Ndjénodiji, 2009b).
This is a sign both for lacking security measures and
information that was not provided to the local
population. An arising conflict between CNPC and
the inhabitants of the village of Mafling—known for its
sacred wall protecting them—about the dislocation
of this very wall and the cutting down of trees to
which sacrifices are offered (CPPN, 2009) highlights
the fact that CNPC neither respects local beliefs and
practices nor is interested in preserving local cultural
heritage.

The practice of subcontracting further obstructs clear
responsibilities. CNPC is collaborating with several
subcontractors:  CNPC’s Bureau of Geophysical
Prospecting (BGP) carries out seismic research, wells
are drilled by GWC, a Chinese enterprise which had
worked with EnCana before. The China National
Logging Corporation (CNLC) carries out the tests by
open air drill sample burning, which in general worsens
the medical condition of the locals but particularly
affects the respiratory system of children (Ndjénodiji,
2009b, p.15). SOGEA SATOM, a French company,
which receives most of the road projects in Chad, is
tasked with road construction.

5.3.1 The Chadian workforce is not qualified

The Chadian mining code puts an emphasis on the
employment and professional training of Chadian
personnel in any mining activities (Government
of Chad, 1995). By the Summer of 2009, 20 CNPC
employees were of Chadian origin. As the local
residents had hoped for job opportunities, this
unsatisfying outcome led to threats from the local
population to kidnap or kil CNPC personnel. As
a reaction to these threats, CNPC developed an
employment test, which only a few candidates

Box 18: Available oil basins and legal framework

The geographical map of Chad has been separated
into blocks by the Ministry of Petroleum and Energy.

The Erdis basin has been the repeated subject of re-
search and restitution to the government. Up to now,
the deposits did not seem to allow for commercial ex-
ploitation. Still, the new state-owned oil company SHT
is campaigning to attract investors, indicating that
the ail fields in the Lake Chad basin (Sedigi, Kanem,
Kumia) and the blocks of Djado, Manga, Silfou, Faya
Largeaeu, and Moussoro are available.

In January 2006, a fifth exploration permit, which cov-
ers three blocks in Doba and Lake Chad was issued
to a consortium of which OPIC AFRICA, a Taiwanese
corporation, is the operator (Torbo Djarma, 2008). Per-
mits for deposits in Lake Chad, Bongor and Salamat
were restituted by China National Petroleum Corpo-
ration International (CNPCI) in 2008 and the basin of
Madiago again by CNPCI and CLIVIDEN (part of for-
mer EnCana permit).

The zone of Borogop and part of Madiago Blocks
have been restituted by the Esso Consortium. It seems
that the consortia present in Chad today do noft in-
tend fo extend their investment onto other areas.

As the authorities want to gain more profit from the
petroleum exploitation, a new legal framework (Loi
Relative aux Hydrocarbures) was adopted in 2007 to
improve the general management and allow for the
award of production-sharing confracts (partage de
production) in the Chadian oil and gas sector. This
new regulation now excludes preliminary authorizo-
tion of exploitation for reasons of national interest. The
process of returning surfaces shall be covered in the
petroleum contract or the convention in contractual
terms to be discussed between the partners.

An exploitation or concession authorization is granted
for a period of 25 years for liquid hydrocarbons and
for 30 years for gaseous hydrocarbons with a possible
extension of ten years. The law prescribes royalties
on production to be at least 16.5 percent for liquid
hydrocarbons, and five to ten percent for gaseous
hydrocarbons. It foresees a modular process for busi-
ness tax, which varies between 40 and 75 percent.
The new law takes into account the sectors of stock-
piling and the distribution of finished products.



Box 19: China'’s interest in Chadian oil

In 2006, Chad cut off diplomatic ties with Taiwan
in recognition of Beijing's One China Policy and
as a precondition for resuming Chadian-Chinese
relafions, paving the way for Chinese investments
in the country. In January 2007, CNPC bought oil
fields in the Lake Chad and Bongor basins. With the
Chinese re-entering the Chadian stage and bilateral
economic agreements signed shorfly afferwards,
the influence of the World Bank was reduced even
more and it lost almost all its leverage.

Crude oil from the African continent is planned to
cover about 25 percent of the Chinese demand
(FriEnt, 2008). Recently, the Chinese hunger for natural
resources has been covered internationally (Liebert,
2009; Croll et al., 2008) and the Chinese investment in
Chad is part of this worldwide search. Yet, Sudanese
oil production will always exceed Chadian produc-
fion. While in 2006, it was assumed that China could
seek to invest in Chad's energy sector and possibly
construct a pipeline between Chad and Sudan to
export crude oil via Port Sudan, perception now has
changed. The uncertain future of Sudan after the ref-
erendum of 2011 or precisely the pro-Western position
of Southern Sudan seems to motivate CNPC to look
for alternatives. Export of Chadian and South Suda-
nese crude oil via the Chad-Cameroon oil pipeline
is surely an option. There were talks between CNPC
and the Doba consortium in July 2009 (authors’ inter-
view, Boukar Michel and Kasser Younous, SHT).

Big Brother—The Chinese model of development

As a matter of fact, the Chinese do not consider
themselves as purely economic investors. They intend
fo bring about development with the first on-site
processing facility of crude oil—something ‘the West'
was not capable of or willing fo do. It is China, which
is going to construct the Djarmaya refinery and it is
China again, which tarmacked the road in front of
Esso’s headquarters in N'Djaména.

According to Prof. Xuewu Gu, the Chinese interest
in investing in Africa, and in Chad's energy sector
especially, is driven by four main factors:

National interest: In accordance with the One
China Policy, the People's Republic is aiming for
the international isolation of Taiwan. Having Chad
cut its diplomatic ties with Taiwan in 2006 and re-
establishing ties with China is a diplomatic success
for Beijing.

Economic interest: China is looking for new markets
and frying to secure access to new energy resources.
Both can be found on the African continent. At
present Sudan is an important supplier of crude oil
and China the biggest frading partner of African
countries, ranking even before the United States.
Geopolitical interest: Africa is of importance to
China as a global player. It is looking for African allies
to push back European and US American influence.
Development: The Chinese role model of
development favors economic reform followed then
by democratization and good governance. China is
presenting itself to African leaders as a partner, who
prioritizes negotiations instead of sanctions (FriEnt,
2008).

Predominantly Chinese workers

Reproaches from different African countries with a
rapidly growing Chinese community were discussed
at the latest China-Africa Forum in Egypt (Drechsler,
2009). The Chinese are accused of overstocking
local markets with cheap manufactured goods and
ruining local business with price dumping. Although
widespread criticism related to employment
and social investment led to increased Chinese
investment in infrastructure and social projects!,
Chinese politics in Chad, to many of the nationals,
seems fo be much more imperialistic for the above-
mentioned reasons (ibid).

Contributing to regional conflict resolution

Even though it does not seem to be likely, China’s
influence in Africa could still help resolve the
difficulties between neighbors Chad and Sudan.
Good relations with both, N'Djaména and Khartoum,
can be animportant diplomatic resource (Pearmain,
2006)2.

A US $10 billion loan will be granted by the Chinese government
to African countries from 2010-2012 (Drechsler, 2009).

For more on China-Africa relations, see Croll et al., 2008; Liebert,
2009).
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Box 20: Overview of other natural resources

There is little information available on natural
resource deposits in Chad in general. Often the
local population is confronted by foreigners doing
exploration research near their vilages without
having the faintest idea where they are from or
for what purpose they came; neither do they
receive information about the oufcome of the
activities observed. While the Petroleum Revenue
Management Law 001 and its amendment 002
define the allocation of petfroleum revenues, mining
of solid materials is regulated by the Mining Code.

Gold: Artisanal mining

Gold was discovered with the assistance of the
United Nations Development Programme (UNDP).
In 1995, INMED, a Canadian company, held
exploration permits for an area south of Lake Léré
whereas Afko Corea, a South Korean company,
explored the region of Pala. At the time of writing,
goldis exploited by artisanal miners in Fiangar, Mayo-
Kebbi. The 500 miners are mostly of Chadian origin,
but some are from Mali and Burkina Faso. Exports
pass via Saudi-Arabia. Advisor to the Minister, Dr.
Hamid Birdjo, would welcome if access to the mines
was regulated by security agents (brigade minier)
and the export itself controlled by the Chadian state.

Apart from Pala (in the vilages of Gamboké,
Goueigoudoum, Massonebare, Mbibou) and Léré,
mineralization was found in Mourbame, all in Mayo-
Kebbi. Only Massonebare and Gouelgoudourm
deposits have been drilled. Gold mineralization was
also found in OQuaddaii (Mining Journal Chad, 2009).

Other mineral commodities

The Grand Nord is rich in minerals, like wolfram and
tantalite. But due to security reasons companies
prefer to invest in southern Chad. Alluvial diamonds
have been found in Am Zoer, Abéché, Guera, Goz
Beida, Ouaddai and Biltine—the insecure areas in
eastern Chad. Other mineral commodities found are

clay, lime, limestone, salt, sand, soda ash, and stone
(Mobbs, 2008). A cement factory operated by CNPC
is under construction in Pala.

Generally, itis believed that there are stillundiscovered
metal deposits in Chad and the Chadian government
is keen to update its data and to compile an inventory
of mineral resources (Mining Journal Chad, 2009).

Uranium: Operators and conflicts

Mayo-Kebbi is a region where farming, cafttle
breeding, fishing, and handicraft are dominant
subsistence strategies. Interestingly, it was the UNDP
who first conducted exploration research on uranium
in 1977, in Madajang, and Léré zones (CREMP/
MKO, 2009). In 2007, research by aerial photographs
was carried out in the zones of Léré and Pala by
the South African company Global Blue Marine
covering two different areas: Madajang-Zabili (Léré)
of approximately 193 km? and Gamboké (Pala) of
about 333 kmZ2. In both zones, more than 86 drillings of
36 to 130 m depth were undertaken in 2008. Samples
were sent for confirmation to laboratories abroad. In
August 2009, mining activities were again observed
in Madajong and Zabili (Léré). According to Dr.
Hamid Birdjo, Advisor to the Minister, Chad Mining
Service (CMS), which conducted test drillings, would
be Global Blue Marine’s national affiliate company
(authors’ interview). In contrast, Signet Mining Services
state that CMS is their affiliate—and will enter into
a 90/10 joint venture with them and the Chadian
state as soon as production starts'. CMS holds six
concessions, three of them in the Léré project with an
area of 330 km? licensed. Its headquarters are based
in N'Djaména and a field camp in Léré. A technical
review was said to be conducted in November 2008.
The current exploration campaign shall be completed
by mid-2010.

1 For details see http://www.signetmining.com, 18 November, 2009.



UraMin, another South African company, also held
exploration permits in 2007, in Madagzang, Sodje,
Mbaye, Yedri Ténére and Fada ltou (Moblbs, 2008).
In June 2007, the French AREVA NC acquired UraMin
(WISE, 2008, p. 14).

The selection process for operators does not always
follow the principle that “a company should be chosen
for ifs reputation. It happens that the company arrives
via the intermediary of the presidency” (authors’
interview, Dr. Homid Birdjo, Advisor to the Minister,
Ministry of Mines). In July 2009, Dr. Birdjo told the
authors that Chad Mining was currently conducting
the EIA. Local civil society activists like CREMP/MKO
claim that neither the EIA nor any other contract or
public document is accessible.

Further non-compliance with environmental and
social standards include:

e Exploration is kept secret and results remain
undisclosed. No information is given to the local
population, and no official information is shared
with local authorities or CSOs. The general
impression is that mining permits of different
holders overlap.

* No information with regard fo social and
environmental responsibilities of companies has
been disclosed. Some of the villages affected by
uranium exploration have developed their own
management plans to deal with the situation.

e There has been no (prior) consultation with the
population in the affected areas.

* Thereisno protection of the affected communities,
which are not prepared for the health risks of
potential uranium exploitation, for instance.

e Rumors are afloat giving rise to hopes that
there will be employment among the resident
population. The possible type of work, however, is
not known to them.

e Casual manual labor is used without compliance
with international norms of radioprotection.

e Destruction of fields and common natural
resources was compensated at lowest prices
without referring fo any official document
(CREMP/MKO, 2009).

The destruction of farm land and pastoralist zones
leads to an escalafion of community conflicts
because land is gefting ever scarcer. People are
threatened by administrative authorities. The above
shows that very much the same dynamics seem
to develop around uranium extraction as in the oil
sector.

To analyze the challenges faced due fo uranium
exploitation, a regional workshop was held in
September 2009. CSO activists from four countries
(Chad, Cameroon, the Central African Republic and
Niger) gathered close to N'Djaména and drew up
the Bakara Declaration. They criticized the following:

¢  Opacityreigns around the awarding of contracts
in the mining sector and with regard to the
exploitation of uranium especially. The same
applies to the calculation and the management
of revenues generated;

e There is a lack of fransparency and it is difficult
to gain access to information both from the
extractive industries and the government, when
it comes to linking public risks to the exploitation
of uranium;

» Statfe institutions in charge of supervising the
exploitation of this strategic and dangerous
resource are weak and there is insufficient
control of exploitafion activities in the sector;

e There are enormous risks involved regarding
the health of the miners, their families and the
resident populations?.

The Declaration is available at <http://www.peaceresources.
net/files/docs/publications/declation%20Bakara%20final.pdf>.
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passed. Other locals will be temporarily employed for
unskilled work during constfruction. The low figure of
Chadian employees is due to insufficient professional
fraining of the Chadian candidates. CNPC is aware
of its responsibility to qualify potential employees
(authors’ interview, Rimtébaye Nassingar, CPPN;
Odette Tombalbaye, Mahamat Masri).

Several cases of violations of the Chadian code
of labor have been filed with the court of justice.
Employees face humiliating assessments before being
employed as well as aggressive behavior by their
superiors (Ndjénodji, 2009b).

5.3.2 Poverty reduction through local socialinvestment

CNPC has planned to provide the local population
with electricity and school buildings. In Massaguet,
Bongor, Djarmaye, schools have dalready been
constructed as well as roads in the capital. No funds
are foreseen for micro credits or income-generating
activities.

The oil deposit in the Bongor basin will be managed
according to Law 002 (see Section 3). Therefore,
the five percent rate of revenues to be allocated
to the producing region applies. So far no ‘five
percent committee’ or any other structure in the new
producing region charged with planning of social
investment has been established. The Collége de
Contréle (CCSRP) still has only de facto oversight over
the direct revenues (Le Bec, 2009). The government
must have received bonuses from the CNPC
according fo national legislation (Mining Code)
when contracts were concluded and in connection
with the advancement of the refinery and pipeline
construction. One can deduct therefore, that the
College hasnotbeen provided with suchinformation—
as foreseen by the amended Law 002—nor on what
basis investment in the region was financed by CNPC.

5.3.3 Compensation

Concerning compensation, CNPC oriented itself
tfowards the assessment base developed for the Doba
oil project. Specific suggestions for compensation
according to the different vegetation zone in Bongor
and a different subsistence strategy would be givenin
the impact study.

But payment of compensation is already underway.
The Commisson Permanente Pétrole N'Djaména
(CPPN) actively raising awareness among the local

population has collaborated with the local rectory
since 2007 and reinforced its activities in 2008. A list
of compensated farmers—including names and
amounts received—were shown to them. CNPC paid
FCFA 73 (US $0.15) instead of the negotiated but
nonetheless ridiculous FCFA 140 (US $0.30) for one
m? of land, which by no means represent the real
economic value. For some of their fields the farmers
were not compensated at all as the Chinese consider
only farmed but not fallow land. The socio-economic
impact will be disastrous (CPPN, 2009).

There are reports of cases when CNPC had distributed
only wheelbarrows and the so-called ‘porte-tous’ (a
local chariot or hand truck) as in-kind compensations
(Ndjénodiji, 2009b, p. 15). Information from the ground
discloses that CNPC paid US $119 for a Nere tree, even
though the compensation, according to the official
assessment base, provides for US $372. “They will tell
you that it is going to be rectified in the future,” says
Nelngar Maxime, from local NGO GRAMP-TC.

As if the situation was not bad enough for the
population, local cantonal chiefs or land chiefs
are being accused of taking about 20 percent
of the compensation, thereby contributing to the
suffering of their communities. The current abuses are
scandalous and openly contested by some peasants
(La Voix, 2009) while others do not dare to dispute.®
These practices destroy social cohesion and trust
in the impartiality of traditional chiefs. As a result,
increasingly they are not called upon as mediators to
settle disputes.

8 The monthly journal Tchad et Culture documented several
cases of abuse in its April 2009 edition (p. 14). See this also for
documentation on non compliance with social and environmental
regulations by CNPC (www.cefod.org).



5.3.4 Displacement

The weekly paper Le Progrés, said to be close to
the government, reported on 28 July 2009 that
delocalization of vilages and settlements has
started to allow for the construction of the Djarmaya
refinery. SHT Assistant Director, Dr. Mahamat Kasser
Younous, expressed his incomprehension towards
the unfounded complaints of the local population
(authors’ interview). In October 2009, the BBC reported
on the resettlement of 10 villages in Koudalwa, while
26 villages lie on the denoted line of the future pipeline
(see Map on p. é; BBC, 2009). According to CPPN,
villages and settlements that are up to five km away
from each side of the pipeline have to be dislocated.

What remains is the uneasy feeling that CNPC
is exploiting natural resources to serve their own
strategic and economic purpose, and the Chadian
government is gaining profit out of it without benefits
for the local population. Although the Chinese
operator and the Chadian government expressed
the goal to follow environmental guidelines, the
available documentation shows that environmental
rules, imposed by the consortium and the World Bank
for the Chad-Cameroon project are no longer the
standard. Since the exploitation of the Doba basin,
new international standards have been adopted: the
International Financial Corporation (IFC) performance
standards complemented by Environmental, Health,
and Safety (EHS) guidelines for the oil and gas
sector as well as industrial activities such as refinery
construction and transportation. These documents
would be an excellent additional reference to
measure any environmental impact. The problem,
however, resides less in a lack of expertise but rather
in the missing political will.
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Conclusion

Effects of oil on Chad—Has the resource
curse been overcome?

As this brief has demonstrated, the model
project infended to turn Chad’s oil wealth info
an unmitigated blessing for its population has not
succeeded. While the revenues from petroleum
could largely pay for a transformation of the Chadian
economy, leading fo food self-sufficiency and a
reduction of rampant poverty, Chad continues fo
be among the poorest countries in the world, ranked
170 out of 177 countries on the Human Development
Index (UNDP, 2008)—down from rank 165 in the 2003
report (before Chad began to export oil).8* Thus,
“the World Bank Group's broad objective of helping
Chad reduce poverty and improve governance was
not met. Measured against this objective, the overall
program outcome was unsatisfactory” (IEG, 2009,

p. xiil).

Instead of investing in the Chadian people and by
circumventing control mechanisms and institutions,
President Déby has used revenues from national
oil resources to maintain power and to stabilize his
regime. Not only did he employ the money to sustain
an elaborate patronage system to uphold loyalty in
his backyard but also to purchase military equipment
to fight rebel movements contesting his rule. This can
be seen as the most decisive effect of oil wealth on
conflict dynamics in Chad: the revenues allowed
the president to keep a firm grip on power despite
the fact that conflicts over access to power, which
have prevailed in Chad since independence, are still
ongoing.

84 Rankings are not only about the situation in one given country, but
are influenced by the performance of the other countries ranked.

Chad is ruled in an authoritarian and exclusive way;
posts and wealth are distributed predominantly within
a restricted inner circle. As rebels are often co-opted
intfo the inner circle, joining a rebel movement can be
a real option to gain access to power-positions and
means of personal enrichment.

As oil revenues are accruing into the state treasury
and are managed by the same inner circle, such
motivations might be higher than before. However,
Section 1 shows that the main reasons why the
Zaghawa took up arms against Déby lay with his
stand fowards the conflict in Darfur as well as with his
will fo stay in power indefinitely—as demonstrated by
the change in the constitution of 2005. These reasons
have led to defections by those wanting to support
Zaghawa kinsmen in Darfur and by those who had
aspired at the position of president.

The militarization of the country by means of revenues
from the oil sector indicates that the dimension of
resource-financed conflict has materialized whereas
the dimension of conflicts related to the management
of oil wealth itself seems to play a less important role in
Chad. As was shown, oilis adding an incentive but not
providing the primary reason for armed contestations
against the regime. Lacking redistribution of the
wealth and corruption give rise to discontent among
the Chadian population but this is not expressed
violently. On the level of production-site conflict,
conflict potential exists among the population, which
is, however, unlikely to lead fo violent conflict as the
population does not want to see previous repressions
repeated.

While the governance of oil wealth itself is not a
primary reason for violent conflict, the revenues allow
the regime to ignore pressure for democratization, to
rather continue with the dysfunctional administration
and judiciary, and to seek to acquire more oil funds
by enlarging the petfroleum sector—contracting the
China National Petroleum Corporation (CNPC) for the
exploitation of the Bongor basin—rather than investing
into the diversification of the national economy.

Today, Chad shows all the characteristics of a petro-
state with the respective effects of a push-back of
democratization, repression by security forces and
lacking economic and social modernization. This is
typical of arentier context, which is also characterized
by high dependency on rents from one resource. In
the case of Chad, 80 percent of the annual budget
rely on oil revenues; combined with the planning and



execution deficits in the Chadian administration, this
situation leads to macro-economic instability.

The decentralization process, an aspect of
internal democratization, is way behind schedule.
Decentralization could have positive effects on
the governance of the five percent of oil revenues
earmarked for the oil producing region as they
are supposed to be governed by decentralized
institutions—as long as these do not exist, the
problematic interim structure remains in place (see
Section 4.1). Decentralization does not make much
sense, however, if it is not accompanied by a proper
devolution of powers to the sub-national administrative
entities. So far, Déby has merely created new sub-
regions and named local chiefs (chef de canton)
that have no democratic grounding in the respective
region. Being prolonged administrative arms of the
central government, these decentralized political
entities do not promise improvement towards a more
accountable management of the oil revenues, nor for
a better democratic representation at the local level
(authors’ interview, Patrice Bendounga, ATNV). The
general risk that decentralization offers an incentive
for resource-rich parts of the country to vie for outright
autonomy from the central government does not
seem to be a current risk in Chad.®®

The overall situation in Chad, characterized by authori-
tarianism, poverty and violent conflict, requires urgent
changes. Civil society organizations issued an appeal
for peace and reconciliation in 2002. They united in a
follow-up committee (Comité de suivi de I'appel a la
paix et a la réconciliation nationale au Tchad (CSAPR))
which is calling for a comprehensive national dialogue
in order to reach a stable peace in Chad.

In view of the numerous failed peace agreements,
there clearly is a need for a new approach, leaving
behind co-optation and compartmentalization
tactics and moving on to an integrated approach,

85 The example of Nigeria shows that it is not enough to simply
delegate the governance of parts of the oil revenues to sub-
national administrative entities in order to ensure a better
management of these resources. Although the oil-bearing state
governments in the Niger Delta now receive 13 percent from the
federal budget as ‘derivation’ money, the oil wealth barely trickles
down to the people and does little to produce development in the
region (infrastructure, health, education). The state governments
—although elected and not imposed by the central government
—are as rife with corruption as the Nigerian central government.
Moreover, local governments often lack the capacity fo deal
with the oil revenues. Conftrary to Nigeria, for example, where the
attempted secession of Biafra in the 1960s was also related to oil
production in that region, Chad has been under a centralized rule
since colonial times. Furthermore, past crackdowns on rebellions
in the oil-rich south seem to have a lasting impact in preventing
future rebellion in that region.

mainly through negotiations with all actors involved.
As ICG proposes, this can take place along three
fracks:

e political negotiations with unarmed opposition
and civil society,

e negotiations with the armed rebels, and
* negotiations between Chad and Sudan.

The Chadian civil society network CSAPR on the other
hand recommends a national dialogue and regional
conference. Such a national dialogue should involve
the government and the President, the political
opposition, civil society organizations and the armed
groups—as also recommended by the UN Secretary
General (UNSC, 2009c, p. 14). Civil society in Chad
calls for an internatfional mediator, designated by the
European Union and the African Union and endowed
with a UN mandate to initiate and monitor such a
dialogue process. The outcome of the process should
be a global peace agreement, substituting the many
fragmented deals signed with rebel groups and only
partially implemented to this date. In this single and
sound agreement, fundamental questions relating
to governance, security, resource governance and
national reconciliation have to be discussed (CSAPR,
2009; www.initiative-paix-tchad.org; Oyamta, 2009).

The national dialogue, fogether with the process
initiated by the Agreement of 13 August 2007
(see Section 1) wil have to lead to fundamental
changes in the leadership of Chad. While some
progress can be noted in the preparation of free, fair,
inclusive and fransparent elections (see Section 1),
the implementation of the Agreement’s important
aspects, the “demilitarization and depoliticization
of the administration and reform of the judiciary
and armed forces” has stalled (UNSC, 2009a, p. 1).
It is questionable, whether the current regime has
any interest in executing these reforms, and the
recommendation to enterinto a DD&R (disarmament,
demobilization, and reintegration) process® without
bearing this in mind could lead to the same failures as
previously experienced by Chad and other countries.
In Chad, the army has often been considered as a
mere fransit stop before returning tfo a rebel group.
Defections after integration into the army can further
be linked to insufficient promotion prospects, as former
rebels remain stigmatized, or to questionable loyalty of
whole brigades as rebel groups are ‘integrated’ info
the national army without breaking up their command

8¢ |CG recommends a DD&R process with a joint military commission to
monitor progress and solve occurring problems (ICG, 2008, p. 36).
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structures?”. To avoid this, a security sector reform, in
which the entire armed forces are dissolved to create
a wholly new national army and security forces might
be the better option.®® These armed forces should
be representative of the Chadian population as a
whole and its members should pass a vetting process
to ensure that persons with a record of human rights
abuses do not enter the new army. The case of Liberia
after 2003 is a good example (cf. ICG, 2009c; Mehler,
2009).

At the regional level, CSAPR observes that the
agreements signed between Chad and Sudan in
2006, 2008, and 2009 contain important elements (non-
interference in internal affairs, no support to armed
groups combating the respective governments, and
abstention of the use of force). However, these deals
are not implemented and relations between both
countries are still not back to normal. CSAPR sees the
reason for this in the lack of political will as the warring
parties are taking advantage of the status quo. CSAPR
recommends a regional conference involving political
and civil society actors from Chad, Sudan and the
Central African Republic (CAR) to improve relations
between the three countries (CSAPR, 2009; Oyamta,
2009). The objective should be to “address and seek
to eliminate the support provided by Sudan and Chad
to armed groups in each other's country, improve
security and protection for civilians along their common
borders, attempt to halt arms frafficking and address
the negative ramifications of these regional disputes
for the CAR" (ICG, 2008, ii). In addition, tribal leaders
in the cross-border region should be involved in the
peace process as tribal militia constitute an important
source of insecurity in eastern Chad and are out of the
reach of government control (Giroux et al, 2009, p. 16).

A model for others?

“"We should never have called this a development
project” Ron Royal, President of Esso Chad,
statement made to members of the Bundestag,
Ute Koczy and Bdarbel Kofler, during their visit to
Chad and Cameroon, 19-27 January 2007 (Horta
et al., 2007, p. 11).

Instead of being the model project on which future
oil and other natural resource projects can be based,

87 The example of the Democratic Republic of the Congo is a case

in point for the latter.

88 Besides a new leadership, another prerequisite of such an

undertaking is of course a respected peace agreement with all
rebel groups and Sudan, as outlined above.

the case of Chad can inform future extractive industry
undertakings about what should be avoided and
done differently.

The most obvious conclusion to be drawn from the
experience of oil exploitation in Chad is that certain
preconditions have to be in place, if oil wealth is to
contribute to poverty alleviation and the peaceful
development of a nation.

These conclusions were also drawn by the World
Bank's Extractive Industries Review:

The Review's cenfral conclusion suggests
that the extractive industries can only be
an engine of equitable growth and poverty
alleviation if certain basic conditions are in
place before oil or mineralwealthis tapped,
including: respect for human rights; consent
of locally affected communities; adequate
government capacity to enforce laws,
monitor and regulate the extractive sectors;
and demonstrated government and
corporate commitment to transparency.
This principal finding was derived largely
from the Review's observations about the
absence of “enabling conditions” in Chad,
prior to the inifiation of the oil pipeline
project (Gary and Reisch, 2005, p. 6f).

It is therefore not surprising that the proclaimed model
project went awry. Preconditions in Chad were
clearly indicating that a project of the magnitude
of the development of the Doba oil basin with its
export pipeline was beyond government capacity.
Furthermore, the government's low adherence to
human rights and rule of law and its authoritarianism
forbade any hope for a fair distribution of the oall
windfalls and belief in serious political will to work for
social change and good governance. The World
Bank's technocratic “quick-fix” for these governance
problems (Gary and Reisch, 2005, p. 88) was unable
to lead to a redress for this deeply rooted situation.

The World Bank's Program Performance Assessment
Report (final evaluation) identifies the problem of
government commitment as the main reason for the
failure of the project in terms of its objective to reduce
poverty. This is a valid point, as the government has
demonstrated its own objectives to be “regime
maintenance and security spending” (IEG, 2009, p. xv)
and not to lift its people out of poverty. However, the
World Bank should have recognized this attitude of
the government beforenand and taken the concerns



of civil society groups more seriously by considering
their proposed moratorium to ensure governance
and oversight capacity and work towards stronger
political commitment. As the World Bank evaluators
note, leverage waslost as soon as the oilmoney started
flowing.® This should not have come as a surprise. The
negative consequences could have been prevented
by having safeguards and capacities in place in
advance. The World Bank’s planning on this point
was unredlistic and implementation made worse by
insufficiencies on the World Bank’s side combined
with lack of commitment by the Chadian authorities.

The warning of the World Bank's Extractive Industries
Review (EIR) became true in Chad:

Should progress in attracting investment
outstrip progress in establishing governance
prerequisites for good development
outcomes, the Bank risks facilitating the
wastage of a counifry’s non-renewable
resources, as well as contributing to
environmental damage, violence and
weakeningofthe quality of governanceitself.
Moreover, when investment is increased in a
poor governance environment, subsequent
reforms are likely to become even more
difficult (World Bank Operations Evaluation
Department, 2003, p. 13).

Next to government capacity, good standards need
to be in place to protect the environment and the
affected population. A mere presence of the texts
does not suffice; they have to be enacted info
national law and be applied. During application,
the standards have to be measured; an important
prerequisite for this is the existence of a substantial
baseline study. None of this happened when the
Doba basin was being developed.

In order to design good standards and to ensure
their implementation, civil society groups should
be included right from the start. Today, a range of
principles for good corporate behavior exist and the
World Bank has further developed its standards™.

8 “(f)he strong assertions of ownership and commitment of

the Government of Chad at the start of the program proved
inoperative when the oilrevenue started flowing” (WB, 2009, p. xvi).

%0 The World Bank, with the Intemnational Finance Corporation (IFC),

updated their Environmental, Health, and Safety Guidelines
(EHS Guidelines) (IFC, 2007). Private banks can subscribe to the
Equator principles (www.equator-principles.com). Internationally,
companies can adhere to the United Nations Global Compact,
which coversissues in the areas of human rights, labor, environment
and anfi-corruption  (www.unglobalcompact.org). In  addition,

Nevertheless, the inclusion of national civil society
representing the affected population is necessary fo
ensure these standards make sense in the particular
setting of a new project.

Furthermore, the local population must be involved
and properly informed as early as possible. To achieve
this, information in their language, regular meetings
and easy contacts between the population and
the private operator are necessary. Companies and
governments should refrain from promising unrealistic
development prospects to mostly utterly poor local
residents.

In compensation matters, too, the population should
be consulted and mitigation measures should be
designed together with them to ensure that in-cash
compensation is invested wisely and that in-kind
compensation is in line with local needs. Instead of
viewing the population and their representatives as
adversaries, there should be cooperation between
all actors concerned: CSOs, the government and the
companies planning to exploit the country's natural
resources. In this way, conflicts, repression, and human
rights violations can be prevented.

“We are being betrayed. | don't know if it is the
state betraying us. The companies told us that the
petroleum will develop us, like the US, France—we
awaited this development, but to our big surprise
they destroy our frees, the roads pollute our fields
and we live in dust, the health situation gets worse.
There are a lot of children dying, many families are
mourning their children because of the pollution of
the environment” (authors’ interview with villagers
in Béro).

Toensure accountability onthe side ofthe government,
especially with regard to how revenues from natural
resource exploitation are used, a transparent and
strong oversight system has to be installed. This does
not only include the fact that information has to be
made easily available to the general public and has
to be presented so that everyone can understand it
but also truly independent work of oversight institutions
(eg. no financial dependency on the government).

there are the OECD Guidelines for Mulfinational Enterprises, the
UN Norms on the Responsibilities of Transnational Corporations and
Ofther Business Enterprises with Regard to Human Rights and the
Voluntary Principles on Security and Human Rights. The International
Organisatfion for Standardization (ISO) is currently designing a
norm on Corporate Social Responsibility (CSR). International Alert
has developed “Red Flags” pointing to legal risks for companies
operating in high-risk zones and a guide on “Conflict-Sensitive
Business Practice: Guidance for Extractive Industries” (www.
international-alert.org). In many African countries, the Extractive
Industries Transparency Initiative (EITI) is gaining in importance.
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And, last but not least, findings and recommendations
by oversight bodies have to be taken seriously and
implemented. If not, the oversight bodies themselves
should be able to apply sanction mechanisms and
start legal action.

The Extractive Industries Transparency Initiative (EITI)
has gained influence globally in the last years and
Chad has been looking at the option of joining the
EITl, under which revenues from extractive industries
would be published by the government and private
operators. The international EITI secretariat believes
that Chad may be presented as EITl candidate country
at the international board’s meeting in February 2010
(authors’ e-mail correspondence with Tim Bittiger)?'.
However, EITI does not look at the expenditure side.
The role of the Chadian College de Contréle et de
Surveillance des Ressources Pétrolieres would remain
and could, for other countries, be an inspiration to
form further oversight mechanisms.

The dire lessons from the Chad-Cameroon Qil Pipeline
project should be a warning to the World Bank—and
indeed other financial institutions, such as the EIB—to
proceed differently in future endeavors.

The EIR had recommended that the World Bank
refrain from investing in large infrastructure projects
altogether, especially in the energy and extractive
sector. Despite the negative experiences in Chad,
the World Bank is not drawing this conclusion. As
prospects are that the World Bank will continue to
engage in large infrastructure projects, including
in the extractive sector, it is important to apply the
lessons learned from the Chad experience.

The World Bank’s own final review of the project
recognizes some errors committed by the World
Bank but does not go far enough as it mostly puts the
blame with the government. Furthermore, the main
argument to justify the World Bank's involvement is
that the oil would have been developed sooner or
later and then without the safeguards of the World
Bank. While this might be frue, it does not free the
World Bank of its low performance.

How realistic was the initial setup of the oil revenue
management? Since the Chadian government was
involved in violent conflict even prior to the start of the
oil project, expecting it fo not use the fresh funds for
defense purposes could be seen as overly optimistic,

1 The European Delegation in Chad identified EITl membership as
one of the milestones for the oil sector reform which is part of
the European Development Fund. It is also willing to support the
initiative in financial terms once established.

maybe even naive. The World Bank itself therefore
concludes that less rigid, more flexible rules would
have been better. However, the analyses presented
in this brief show that financial institutions should not
support projects in cases where there are no

criteria of governance adequacy (...) such
as the quality of the rule of law; the absence
of armed conflict or of a high risk of such
conflict; respect for labour standards and
human rights; recognition of and willingness
to protect the rights of indigenous peoples;
and government capacity to promote sus-
tainable development through economic
diversification (Extractive Industries Review,
2003, Executive Summary, p. 5).72

Should financial institutions still want to get involved in
an extractive industries project with major impacts on
the political, economical, social and environmental
sifuation of a country, their aim cannot merely be fo
perform better than others. The World Bank and other
international financial institutions” should respect the
highest social and environmental standards. They
should also be aware that their involvement can
cause or exacerbate conflict.” A decision not to get
involved may ultimately be a better choice.

With the oil from the Doba basin flowing, the Chadian
government is aiming at prolonging the oil boom by
bringing more oil fields on stream. How successful it
will be remains to be seen. But regardless of whether
the oil bonanza has just started or will soon be over:
the importance of improving the governance of
the oil sector at all levels remains. The lessons to be
learned from the Doba oil project could serve as a
useful basis to ensure better performance not only in
the new ail fields under exploitation by CNPC but also
in the forthcoming uranium mining and in any future
extractive industry’s enterprise. This, however, would
require a major change in governance practices and
in priorities within the ruling elite and does thus not
seem likely in the near future.

92 Furthermore, the World Bank's regional conflict analysis follows

the spill over approach when referring fo the Sudanese-Chadian-
relations, which is not helpful for the understanding of the
intertwined conflicts and motivations of Chad to keep up the
status quo.

%3 Indeed, the European Investment Bank continues to be involved

in the Chad-Cameroon Oil Pipeline project, but has not issued
any statement following the withdrawal and final evaluation
of the World Bank. For more information on EIB performances
see the Counter Balance NGO Network, who received the last
official letter from the bank with regard to the Doba-project on 24
October 2008 (http://www.counterbalance-eib.org/).

74 The World Bank's Program Performance Assessment Report sees

a link between the oil windfalls and "a resurgence of civil conflict
and a worsening of governance” (IEG, 2009, p. 35).



ANNexX
List of interviews

Avuthors’ interview with Position and/or institution Location Z?:Ij)m 2009
Antoine Bérilengar CEFOD N’'Djaména 14
Rimtébaye Nassingar CPPN N’'Djaména
Dr. Leopold-Theodor Heldman German ambassador to Chad N’'Djaména
Jean-Robert Moret Resident Director of Coopération Suisse | N'Djaména
Patrice Bendounga ATNV Moundou 15
Martin Petry Groupe Ressources pour la Paix Moundou
Nadji Nelambaye and
representatives of member CPPL Moundou 16
organizations
Sylvestre Doumde Vicar General of Doba Doba 17
Masrangar Mbairedoum Lucas Coordl'no’ro'r of five percent Doba
committee
Djikolmbaye Joseph Coordwrotor of Radio ‘La voix du Doba
paysan
Dingamadiji Alexandre Rodrique Sociologist Doba
Pére Georges Maoundodingam . .
and Daoud Teindouba Beldoum Justice et Paix Doba
Villagers Béro 18
Villagers and youth association Komé
Villagers Ngalaba
Villagers Miandoum
Baitelsem Betel Esaie ATADER, Ex-'five percent committee’ Doba 19
Repre.senfrohves of member CADH N'Djaména o1
organizations
Technical Advisor at the Banque
Senoussi Mahamat Al Commercial du Chari; former N'Djaména
Secretary General, Ministry of Finance
Pierre-Christophe Chatzisavas AdVISOIt, I?elegohon of the European N'Djaména 22
Commission in Chad
Djérakoubou Nazaire Swissaid N'Djaména
. Assistant to the Resident . ,
Tabo Symphorien Ndang Representative, IMF N'Djaména 23
Odette Tolmbaye, Mahamat Masri | CNPC N'Djaména 24

69



Date in 2009

Avuthors’ interview with Position and/or institution Location (July)

Antoine Bérilengar, Frédéric v~

Mékondo Banhoudel CEFOD N'Bjamena

Laguerre D|onr<? Djerandi . CRASH (Centre de Recherches en . ,

(doctoral candidate) and Khalil . . . N'Djaména

. Anthropologie et Sciences Humaines)

Alio (Secretary General)

Dr. Birdjo Ac;lwsor to the Minister, Ministry for N'Djaména 05
Mines and Geology

Soumaine Adoum Program Mgnoger Good Governance N'Djaména 07
and Extractives’ at Infermon-Oxfam

Edmond Bagde Dingamhoudou Communication Officer, World Bank N’'Djaména

Mghomo’r Kasser Younous, Boukar SHT N'Djaména 8

Michel

Jacqueline Moudeina ATPDH N'Djaména

Thérése Mékombé AFRJT N’'Djaména
Advisor fo the Prime Minister N'Djaména

Delphine Djiraibé CSAPR, PILC N'Djaména 29

. .. N Representative for development NGOs i ,
Kanayo Djetodijide Fidele i CCSRP N'Djaména
Allatah Ngariban Consultant; Université Populaire N'Djaména 21
September
. Institute of African Affairs, GIGA (German Institute of

Dr. Maftthias Basedau Global and Area Studies) 19 May

Remadiji Hoinathy Doctorgl candidate, CRASH; Martin Luther University 26 June
Halle-Wittenberg

Martin Zint Former coordinator of AG Erddl Tschad-Kamerun 3 September

Axel Mueller

Technical assistant for extractive industries, AGEH
(Arbeitsgemeinschaft fur Entwicklungshilfe e. V.)

27 November

Tim Bittiger
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Regional Director for Francophone Africa, EITI
(Extractive Industries Transparency Initiative)

30 November
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Archive AG Tschad. Burned-out vehicle of rebels in N'Djaména, February 2008.

Archive AG Tschad. Captured vehicles, weapons and ammunition following the rebel attacks of
February 2008.

Archive AG Tschad. Ammunition box apparently originating from Sudan, seized by the Chadian
army, February 2008.

Jorg Siebert/misereor. Drilling of a new oil well in the Doba basin.

Archive AG Tschad. During construction phase of the Chad-Cameroon Qil Pipeline, Komé, Doba
basin.

Jorg Siebert/misereor. A village in the Doba basin, in front of oil infrastructures, Doba basin.

Jorg Siebert/misereor. Billboard from Esso warning villagers about the dangers of a paved road,
Doba basin.

Martin Zint. Community gathering to discuss compensation matters, in Karkaye village, Krim Krim
Prefecture, Doba basin.

Jorg Siebert/misereor. Electricity lines running through the Doba region without supplying villages.

Lena Guesnet/BICC. A view of the stadium in Doba, built with the five percent of oil revenues
attributed to the oil producing region. The spotlights are not connected to electricity and the course
istoo long by 11 m.

Lena Guesnet/BICC. Straw school shelters in Komé village. Scrubs between the shelters are to keep
goats away during holidays.

SHT. Rear page of the National Oil Company Magazine N°002, March 2009.

Archive AG Tschad. Chadian army soldier.

SHT. Advertisement billboard for the new refinery. The slogan reads “Idi, the builder, offers the refinery
to the Chadian people”.

Rimtébaye Nassingar/CPPN. Cleared track for Chinese pipeline after logging operation, Bongor
basin.

Lena Guesnet/BICC. Two boys standing in front of their village and electricity lines supplying the oil
project, Doba basin.
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Faclilitating Peace and
Development through Research,
Advisory services, Training

s an independent, non-profit organization BICC

(Bonn International Center for Conversion) is
dedicated to promoting and facilitating peace and
development.

Qur task

BICC seeks to assist in preventing violent conflict and
hence conftribute to their constructive fransformation.

While disarmament frees resources, which can be
employed in the fight against poverty, conversion
allows for a targeted, best possible reuse of these
resources.

Our work

Peace and development: BICC offers advisory
services on disarmament, demobilization and
reintegration (DD&R). It evaluates DD&R-related
processes as well as peacebuilding tools, studies the
role of the security sector, researches on the nexus
between development and peace as well as early
warning systems for crises.

Arms—global trends, exports and control: BICC
analyzes global frends in defense expenditfures,
armed forces personnel and militarization. It reveals
interrelationships between arms exports, development
aid and human rights and lobbies for global arms
confrol.

Small Arms and Light Weapons (SALW): BICC offers
advice and trainings worldwide on small arms control.
It also consults on the marking and tracing of SALW as
well as the safe stockpiling of SALW and ammunition.
It collects data on the proliferation of small arms
and light weapons and evaluates small arms control
activities.

Resources and conflict: BICC studies the nexus
between natural resources and conflict while
lobbying and providing training on this topic.

Migration and conflict: BICC carries out research on
the nexus between migration in Africa and security. It
discusses challenges of migration and displacement in
Sub-Saharan Africa and studies the African diaspora
in North Rhine-Westphalia (NRW), in Germany and in
the European Union.

Base conversion: BICC has carried out research on
base conversion for 15 years—not only in Germany
but worldwide.

Qur services

Applied research (research papers, background
and evaluation studies, impact analysis, indicator
development, data collection and analysis as well
as project assistance and implementation).

Advisory services (background analyses, policy
recommendations, expert workshops).

Capacity-building through the elaboration of
concepts and modules for education and training.

Public relations (publications, conferences, events, and
exhibitions).

Our donors and partners

e International and UN-organizations

e Governments

e International and national foundations

e International and national research institutions
e Infernational and national NGOs

e German Federal States (Land) and federal
ministries.

Our organization

On the basis of applied research, BICC offers
consultancy, policy advice and training. Itsinternational
staff carries out self- and third-party financed projects.

BICC collects and publishes information, carries out
evaluations and prepares publications, making these
materials available to NGOs, governments and private
organizations. It is co-publisher of an international
scientific book series (Sustainable Peace and Global
Security Governance) and the annual State of Peace
Report (Friedensgutachten).

The Center organizes exhibitions, conferences, expert
workshops and talks on a regular basis. These events
help make the public even more aware of the issues
that are important to BICC.

BICC was founded in 1994 with the support of the
Land North Rhine-Westphalia (NRW) as a non-profit
limited liability company (GmbH). Shareholders are
the Lander of NRW and Brandenburg. BICC bodies
are its Supervisory Board, its Board of Trustees, and the
Intfernational Board.
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