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HOW THE WORLD BANK HAS CREATED 

A NEW PETRO-DICTATORSHIP IN AFRICA
 

It is with great bitterness that civil society organizations in Chad and Cameroon received the announcement on September 9, 2008, of the World Bank‘s withdrawal from the Chad-Cameroon Oil Pipeline Project.  

Five years after the construction of the Chad-Cameroon Pipeline was completed, the international financial institution threw in the towel stating that the government of Chad, as civil society organizations had warned since 1997, had not respected its commitments: the State has not used a significant proportion of oil revenues for activities directly geared towards the fight against poverty, in a country classified as one of the poorest on the planet. 

The Bank withdraws from the project without much loss: as expected, the Chadian government had just repaid the Bank the remainder of its debts incurred to finance its participation in the project. The losses for the people of Chad, however, are staggering. The project, which, according to the Bank, was to serve as a “model extractive industry project” for poverty reduction, has instead aggravated the already difficult economic, political, and social situation of the country over the long-term. 

A disastrous outcome
What the World Bank does not say today is that the outcome of the project is a disaster. In the name of poverty alleviation, the Bank has contributed to the further impoverishment of the people of Chad and bestowed on the club of petro-dictators - a new member. 

• The measures put in place by the World Bank to mitigate the social and environmental impacts of the project have had only a limited effect. Capacity building projects have not produced the anticipated results: the public administrations of Chad and Cameroon still do not have the qualified personnel, material and mechanisms in place to ensure, for the future, the monitoring of a project of this scale 
• The land requirements for the project in southern Chad eventually turned out to be much greater than had been anticipated in the environmental management plan. The program to restore the land and bring it back to its original state is very slow, as was noted by the International Advisory Group (IAG) during several missions (IAG 10th Statutory Mission report, October 2005). The subsequent loss of land experienced by farmers has exacerbated the food crisis in this region, although it is among the most fertile areas of the country.

• The situation of Cameroon’s indigenous peoples, which was already a major concern, grew worse in the regions where they now live with the reality of the pipeline. This, in spite of promises made by the World Bank, which declared in 1999 that “the project will improve the quality of life for the Bakola, because of the particular attention from which they will benefit during the construction works.” The IAG, which had been put in place by the World Bank’s Board of Directors, concluded in 2002: “The situation of the Bakola population is cause for concern, given the paucity of concrete measures incidental to the Project taken up to now.” Today, the Foundation for the Environment in Cameroon (FEDEC), put in place by the consortium led by ExxonMobil to ensure funding of activities for the indigenous populations, is encountering enormous financial difficulty. Expected to last for 28 years, its capital has been partially spent and it could be totally depleted within five years, according to the IAG (12th Statutory Mission report).The treatment of the indigenous  communities in the framework of this project constitutes a flagrant and serious violation of the World Bank’s policy on indigenous peoples.



• In addition, regulatory texts planned within the framework of the project are still awaited. The emergency oil spill response plan is not operational, and a compensation fund for damages incurred in the event of an oil spill does not exist. In Cameroon, the national oil spill response plan is still not in force. Yet, accidental oil spills have already occurred in Chad and in Cameroon since the beginning of the pipeline’s operation.


•  Finally, a number of social and environmental problems caused by pipeline construction are still not resolved, which is in total violation of the World Bank’s policies and of the consortium’s commitments (workers injured on the job abandoned to themselves, non-functional water wells, individual or community compensations not settled, etc.).
In the end, the quality of life of the communities has been reduced. Benefits have only accrued to Chadian President Idriss Deby and to the oil consortium led by ExxonMobil.  President Deby changed the country’s constitution abolishing the constitutional clause limiting the presidential mandate to two terms, and – thanks to oil income – he now has annual revenues of more than a billion dollars. This enables him to stay in power, by financing, among others, the Movement for Justice and Equality, one of the strongest rebel movements in Darfur. The misuse of the funds is exacerbating the suffering of people in Darfur and of the refugees located within the borders of Chad.
As for the consortium, it has many reasons to be pleased:  the presence of the World Bank did not benefit Chad. Although the World Bank advised the government of Chad during negotiations with the oil consortium. Chad receives a lesser share of the profits generated by oil than other African oil producing countries. At current prices, oil brings in record revenues for the companies. They also now have a pipeline with excess capacity, which will enable the consortium to transport oil coming from oil fields other than those financed by the World Bank. These facts were known before the approval of the project 
A scandalous process
 

This outcome is all the more scandalous as it was foreseeable and had been announced: the experts in charge of project analysis, as well as the decision makers at the highest levels of the World Bank knew, like all observers, that in 2000 the circumstances did not add up for the exploitation of Chadian oil to benefit this country’s people. It was obvious that oil development in Chad would lead to one more petro-dictatorship on the continent, this time with the support of public funds, and under the cynical cover of the “fight for poverty reduction”…  
Instead of listening to the warnings, the World Bank showed willful ignorance when it presented the project for approval by its Board of Directors in June 2000.  It has committed gross errors of judgment (“Chad has successfully set up democratic institutions”, it affirmed in 2000), and made unrealistic promises (“We will not advance in this project if we do not have the assurance that our policies are respected, that the objective of poverty reduction can be achieved, and that the interests of the people of Chad and of Cameroon are adequately protected”; or: “More than by the number of oil barrels exported, the success of this project will be measured by the direct activities for poverty reduction financed by the oil revenues”). 

How can one understand this optimism when, the week of the project’s approval by the Board of Directors, a study by the World Bank’s Research Group concluded that strong dependence on revenues from exports of raw materials significantly increases the risks of conflicts within states (Paul Collier, World Bank Development Research Group, Economic Causes of Conflict and their Implication for Policy, Washington, June 15, 2000)?
Learning the lessons from this serious failure

The World Bank must: 
• Carry out an analysis of the reasons for this resounding failure, and publish the lessons that it learns for its future operations;  

• Proceed to an in-depth reform of its modus operandi, in order to prevent such assessment errors from steering future projects;  

• Commit itself to following the recommendations of the Extractive Industries Review that it financed in 2003, and which showed the need for the World Bank to phase out support for fossil fuel development. 
• Lead an investigation aimed at identifying the damage caused to the local populations and the environment and find ways to repair what can still be repaired. 

 • Set up a fund to pay for reparation of the identified damage and the financing of direct activities to fight poverty in Chad.
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