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THE CHAD-CAMEROON PIPELINE:
A NEW MODEL FOR NATURAL
RESOURCE DEVELOPMENT

THURSDAY, APRIL 18, 2002

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON AFRICA,
COMMITTEE ON INTERNATIONAL RELATIONS,
Washington, DC.

The Subcommittee met, pursuant to call, at 2:11 p.m. in Room
2172, Rayburn House Office Building, Hon. Edward R. Royce
[Chairman of the Subcommittee] presiding.

Mr. RoycE. This hearing on the Subcommittee on Africa will
come to order at this time.

The development of natural resources in Africa in too many cases
brought little benefit in terms of national development. Often reve-
nues are squandered on prestige projects, or they are pilfered by
corrupt officials or used by undemocratic governments to repress
political opponents. And I think for our Ranking Member Don
Payne and myself, the headlines today bring this home.

One of the questions we had when we were in Nigeria, and we
were there during the election as oversight observers, the question
was what happened to the money that General Abacha looted out
of the currency. And I think General Abubakar had a direct re-
quest: Help us find these funds. Well, today in the front page of
the paper is a story in Nigeria where $1 billion was found in Swiss
accounts, which will now be returned to the people of Nigeria. But
I think it makes the point that this is one of the reasons that living
standards in Nigeria are not what they should be, they are, in fact,
lower than what they were 25 years ago, and we contrast that with
the $300 billion in oil revenue generated since then.

So if done wrong, natural resource development can have several
effects; one, severe damage to the environment. In the worst case
these revenues have fueled wars as in the case with the oil reve-
nues and the diamond revenues in Angola.

While African countries, among the world’s poorest, should de-
velop their natural resources, there is a strong need for better man-
agement. And the goal that many Africans have is to see that their
continent’s abundant natural resources end up being a blessing,
end up being a means to build infrastructure, and provide for edu-
cation, and health services, and not end up being a curse.

Africans realize that business as usual must change. The Chad-
Cameroon pipeline project, which broke ground in 2000, represents
an innovative approach to natural resources development. This
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partnership between energy companies, the World Bank and the
Governments of Chad and Cameroon is unprecedented. It aims to
maximize the development benefits of Chadian oil while avoiding
the pitfalls that have plagued energy development elsewhere.

Today we will hear of the immediate benefits to Chad and Cam-
eroon. We will hear about the jobs created, the infrastructure im-
provements, and the revenue to be generated for these two coun-
tries, which in the case of Chad will be some 3 billion over its 25-
to 30-year production period.

This revenue will make up nearly half of the national budget of
Chad, one of the poorest countries in the world, where today one
in five children die before the age of 5. And the question for us is,
will this begin to change now in Chad as a result of this formula,
of this arrangement? The Government of Chad, at the World
Bank’s urging, has instituted a legal framework in which 72 per-
cent of Chad’s project revenue is to be devoted to education, health,
other social services, and infrastructure, while 10 percent will be
held in trust for future generations when this project revenue is ex-
pired. Five percent of revenue is earmarked for additional re-
sources for the oil-producing Doba region of Chad in an effort to
minimize the type of regional grievances, mainly the region feeling
shorted on benefits; just what Nigeria’s oil-producing Delta region
has experienced in the past.

An oversight committee including Chadian civil society will mon-
itor product revenue. The World Bank will play a role in auditing
oil accounts, which, in a striking departure for the norm of the de-
veloping world, are to be made public. This should help deter cor-
ruption.

The people of Chad have an interest in seeing that this plan is
carried through so that oil revenues improve their lives. This
project faces many challenges. Political instability in Chad is a con-
cern, evidenced by its poor human rights record in the past. We do
not want oil revenue financing political pressure. There is the issue
of whether the Government of Chad has the institutional capabili-
ties, or even if it has the political will, to use oil revenue in the
agreed-to manner; that is, to address social needs.

It does appear that the project’s construction phase, the laying
of the pipeline and building of facilities, is running ahead of the de-
velopment of Chad’s government’s institutional capabilities. It will
be the role of the World Bank and the United States to help Chad’s
government honor its commitment even if some in the government
should resist.

The U.S. has many interests in the success of this project. At 3.7
billion it will be the largest U.S. investment in Africa. Our country
has a growing interest in Africa’s energy development. By 2015, up
to 25 percent of U.S. oil imports are expected to come from Aftrica.
This gives us an even stronger interest in seeing that Africa’s en-
ergy-producing nations overcome corruption and the other chal-
lenges that this project aims to tackle, including the challenge of
providing environmental protection. By doing so, Africans would be
better off, and the U.S. Energy supply would be more secure. This
project holds the promise of teaching us lessons and establishing
precedents important to Africa and to the United States. Today we
will hear how well it is progressing.
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And I will now turn to the Ranking Member, Mr. Donald Payne
of New Jersey, for his opening statement.

Mr. PAYNE. Thank you very much, Mr. Chairman, and thank you
for calling this very timely hearing on the Chad-Cameroon pipeline
project.

You certainly clearly spoke about the problems that we have
seen. As you have indicated, the Government of Nigeria will get
back more than 1 billion from the Swiss Federal Office of Justice
that was announced yesterday, as you know, but that is just a part
of it. It has been alleged that 2.2 billion have been siphoned off by
General Abacha, and some unconfirmed reports say perhaps as
much as 4 billion. This is really a sad commentary on the resources
that many countries have and the sad state of affairs in those
countries because of the lack of distribution or the use for any real
positive, productive programs for the people of their countries.

And so I, too, want to associate my remarks with the Chairman
and even mention Angola, where 27 years of civil war, much of the
government’s resources funds have been used to buy weapons for
the MPLA; and then the diamonds for UNITA being sold; and the
problem in Congo, Brazzaville, where we have seen civil strifes.
And we can go on and on about countries like Equatorial Guinea
and Sierra Leone where the diamonds have fueled very brutal civil
wars to the point where we have had the blood diamonds bill.

And we attempted to get a blood oil bill passed for Sudan, but
September 11 has changed the thinking on the part of our govern-
ment as it relates to Khartoum. But we were at the point of hope-
fully having capital market sanctions on the Talisman Oil Com-
pany being the only thing that we feel could shake up the Govern-
ment of Sudan, which, as a matter of fact, have bought new
Blackhawk-type helicopters and fired on a line of 4,000 people in
line waiting to get food, killing 40 of them. This was the oil money
in Sudan. So who does it benefit?

Let me just say that this 660-mile pipeline project, as we know,
has been under way for some time; and the U.S.-based ExxonMobil/
Chevron oil consortium will start drilling soon, and we are pleased
that the American companies are looking more toward Africa for
investment. We think that that will supposedly improve the quality
of life in these countries. However, unless it is done right, it will
be another Nigeria, another Sudan, and we will be here lashing out
at our oil companies for participating with these regimes, as we
had to do in Nigeria before the Ogonie—Ken Saro-Wiwa and the
other eight Ogonie were hung by the neck until they were dead be-
cause they protested about the degradation of the oil fields.

Two years ago the Congressional Black Caucus sent a letter to
then Secretary of the Treasury Lawrence Summers, and our letter
was in support of the project. We felt that this would be something
that would help the quality of life in this region.

While the pipeline represents a major increase in private sector
engagement, the project has significant risks if corruption and
what has happened in the past happens in this region. They say
to be foretold is sort of to be forewarned, and we hope that the Rep-
resentatives here will really take heed. Chad, as you know, is the
fifth poorest country with a gross domestic product of 188 per per-
son. While 64 percent of Chad’s population is below the poverty
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line, the average Chadian survives on less than 65 cents a day, and
the average Cameroonian lives on less than $2 a day.

Many NGOs, as you know, still oppose the deal. Some environ-
mental groups also argue that real democracy and real governance
should precede the private investment. But I am hoping that the
companies will have an impact on the government to have them do
the right thing.

Terry Lynn Karl, author of The Paradox of Plenty, Oil Booms in
Petrol States, calls it the Midas touch myth. As we know, the
Midas touch was when the king wanted everything to turn to gold.
Oil promises to make you rich, but instead it makes you poor. It
takes people out of other sectors. Nigeria, again, could have three
agricultural crops a year, where in this country, as you know, we
just have one. However, no one is in agriculture because everyone
feels that the government will benefit from the oil money, and so
a tremendous potential for that country is overlooked by the past
governments.

We have seen the scenario over and over again on the continent.
For example, Nigeria, despite $300 billion earned from oil revenue,
per capita income has dropped 23 percent. In East Africa the Khar-
toum government continues to use oil to fuel the war and genocidal
tactics in the south.

This project is unique in scope, and hopefully people in Chad and
Cameroon will benefit directly from the revenues.

In conclusion, let me say that I hope the U.S. Companies, as I
indicated before, not just ExxonMobil, on the ground in Africa will
invest more in human capital, health care, education, the infra-
structure, and I certainly look forward to hearing the testimony of
our witnesses.

Thank you, Mr. Chairman.

Mr. RoycE. Thank you, Mr. Payne.

Now let me introduce our witness here, Ambassador Donald
Norland. He has had a distinguished 29-year career in the Foreign
Service. He served in 10 African countries, and he was U.S. Am-
bassador to Botswana, Lesotho, and Swaziland. He was Ambas-
sador to Chad from 1979 to 1981. Ambassador Norland served as
Deputy Director of Management Operations at the State Depart-
ment with the rank of Deputy Assistant Secretary. Since retiring
from the Foreign Service, he has taught courses on foreign policy,
and he has served as a business consultant.

Mr. Thomas Walters is the Vice President for development in Af-
rica with ExxonMobil. In 2000, he was appointed Vice President for
Africa with responsibilities for project development in Chad/Cam-
eroon, Nigeria and Equatorial Guinea. Mr. Walters is currently on
special assignment with the ExxonMobil Development Company.

Mr. Peter Rosenblum is the associate director of the human
rights program and a lecturer at Harvard Law School. He has been
involved in human rights in Africa for more than a decade, working
with the Lawyers Committee for Human Rights, Human Rights
Watch, the United Nations and other organizations. Mr.
Rosenblum first travelled to Cameroon in 1993. He has returned
several times. He began working on the Chad-Cameroon Pipeline
issue in 1998 when he visited Chad. He has written extensively on
this subject.
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Ambassador Ahmedou Ould Abdallah is the executive secretary
of the Global Coalition for Africa, an innovative intergovernmental
forum that brings together top African policymakers and their part-
ners in the international community to build consensus on Africa’s
priority development issues. He has had a distinguished career as
a diplomat and international civil servant. Ambassador Ould
Abdallah served as Foreign Minister of Mauritania and as that
country’s Ambassador to both the United States and the European
Union. The Ambassador was also the U.N. Secretary General’s Spe-
cial Representative for Burundi from 1993 to 1995 and served in
high-level U.N. Positions dealing with economic and energy issues
up to 1991.

I want to thank all of our witnesses for appearing before the
Committee today, and I also want to thank our many representa-
tives from the Ambassador Corps that are here today. We have so
many ambassadors.

I would like you all to stand at this time. If I could ask the am-
bassadors, the representatives of these governments to stand.

Thank you so much for being with us, and on the issue of Chad,
I do want to recognize especially our Ambassador to Chad, Chris-
topher Goldthwaite, and the Ambassador from Chad to the United
States, Ambassador Hassabuallah. Thank you very much for being
with us today.

Now, because we have a special tape from Mr. Walters, we will
begin with his short statement and the tape that we will show. I
will ask the witnesses to keep their presentations to 5 minutes,
and we have received your full testimony. We are going to enter
that in the record, but we would like you to be concise and hold
it to 5 minutes.

So we can start with the tape at this time.

[Whereupon a videotape was played.]

Mr. ROYCE. We are now going to go to Mr. Walters.

Mr. Walters, I will ask you to summarize in 5 minutes. Then we
will go to vote, Mr. Payne and I, on final passage, and we will re-
turn after at that point to hear the rest of our witnesses. So, Mr.
Walters, go ahead.

STATEMENT OF TOM WALTERS, VICE PRESIDENT FOR
DEVELOPMENT IN AFRICA, EXXONMOBIL CORPORATION

Mr. WALTERS. Thank you, Mr. Chairman, Ranking Member Mr.
Payne and other Members of the Committee.

I am pleased to be here today to provide ExxonMobil’s perspec-
tive on the Chad-Cameroon oil development project.

We have been working in Chad since 1977, and in 1992 began
detailed planning for this project. Through the past 10 years, we
have worked diligently and collaboratively with the World Bank
Group and the Governments of Chad and Cameroon to bring for-
ward a project that meets the commercial interests of the sponsors
as well as the poverty alleviation and development goals of the
World Bank Group and the governments.

The project itself will develop several oil fields in southern Chad.
To export the crude oil to world markets from the landlocked oil
fields, the oil will be transported by a 30-inch underground pipeline
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a distance of some of 650 miles to a marine terminal off the coast
of Cameroon.

About 1 billion barrels of oil will be produced over the 25- to 30-
year life of the project. Production will be at a peak rate of about
225,000 barrels a day. A consortium of subsidiaries of ExxonMobil,
Chevron and Malaysia’s Petronas are conducting the development,
with Esso Chad, an ExxonMobil subsidiary, being designated as op-
erator. We anticipate starting up in 2003.

Total project investment is about $3.5 billion. The Upstream por-
tion, which consists of the oil field production facilities and wells,
will be 100 percent owned by the coventurers. The pipeline will
have the minority ownership by the Governments of Chad and
Cameroon and will be financed by a combination of equity and
loans. About 97 percent of the project funding will come from the
coventurers or through market rate loans arranged by the IFC, ex-
port credit agencies and commercial sources. The remainder will
come from equity investments by the Governments of Chad and
Cameroon in the two pipeline companies. To fund their invest-
ments the two host countries have received approval for a total of
approximately $140 million in loans from the World Bank and the
European Investment Bank.

These financing facilities establish a linkage with the bank so
they can provide important support to the development aspects of
Chad. For example, the Bank has assisted Chad in developing a
unique revenue management plan.

To avoid or mitigate social or environmental impacts, the consor-
tium has worked with a team of scientists and engineers. This
team has put together a 19-volume set of documents which form
the foundation of the project’s environmental and socioeconomic
plans. These plans in particular spell out in detail the project’s
commitments related to environmental and socioeconomic matters,
including, for example, establishment of an off-site environmental
enhancement program to protect biodiversity and an indigenous
people’s plan to benefit the Bakola people in coastal Cameroon.

To support successful implementation, an extensive environ-
mental monitoring system is in place. Full-time supervisors and
monitors are operating throughout the project area, monitoring the
work of our contractors. The results of this monitoring can be found
in publicly available documents on a quarterly basis.

The consultation program for this project continues today and is
built on a base of public involvement at all levels in the design
process that began in 1993. Tens of thousands of people in Chad
and Cameroon have had the opportunity to express their views on
the project in over 1,800 public meetings. In addition, the consor-
tium has consulted with over 250 nongovernment organizations
during the course of the past 8 years. This level of consultation is,
we think, unprecedented in Africa and perhaps in the world.

Let me talk briefly about the project’s status. Construction is on
schedule, with the initial focus in 2001 on infrastructure. This in-
cluded building 18 work camps and storage yards as well as up-
grading roads and bridges, improving existing airstrips and build-
ing new ones. The project has now completed the upgrade of about
600 kilometers of road in both Chad and Cameroon. We have also
completed a key bridge linking the two countries. The bridge now
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forms an important link for both the transportation of project ma-
terials and also for other commercial users in the future.

One hundred percent of the line pipe has been manufactured and
is now in Cameroon. By June 2002, all pipe will be stockpiled into
storage yards awaiting final installation.

Pipeline construction began in November of last year with two
construction crews working from Cameroon into Chad. To date we
have installed about 25 percent of the pipeline. Drilling of the al-
most 300 development wells began in Chad in December of 2001,
and we have got five new rigs in country to do this drilling work.

The project currently employes about 10,000 people, with 85 per-
cent of these nationals. Once operational, the project will require
over 500 full-time employees in addition to several hundred con-
tractors. We recognize the high expectations of local citizens re-
garding employment and give preference to qualified nationals. We
have established training facilities in country as well as providing
nationals with specialized training in oil field operations in coun-
tries outside of Chad.

With respect to local contracting, our primary contractors have
identified numerous local companies for subcontracts from an exist-
ing database created during the past few years, as you saw in the
film. In 2001, the project spent over $160 million on required goods
and services supplied by over 2,000 local businesses in both coun-
tries. Examples of the types of services include trucking, housing,
site clearing, and civil works, catering, cars and drivers.

Finally, let me close with some general observations by summa-
rizing the common principles that continue to guide ExxonMobil on
this project. I am aware of no other project in Africa or perhaps the
world that has conducted public consultation to the level of Chad
project. We are proud of what we have been able to accomplish.
Some have called the Chad project the new model. I see it as apply-
ing ExxonMobil’s basic business model, which includes our high
standards of safety, health, and environmental management, along
with the high standards of business conduct and ethics to the
unique issues Chad presents.

For example, in Chad we have the opportunity of applying this
model on a clean slate. There was no prior history of development
to deal with. We have approached the project with a focus on de-
tailed and rigorous planning, and in cases where existing laws do
not govern what we do, we bring international standards into play.

As we invest to meet the world’s energy needs, we are mindful
of our responsibility to be a corporate citizen. We are committed to
developing relationships that are mutually beneficial to the citizens
of those countries where we operate, as well as to our shareholders,
employees and contractors.

Mr. Royce. Thank you very much, Mr. Walters. We appreciate
that.

[The prepared statement of Mr. Walters follows:]

PREPARED STATEMENT OF TOM WALTERS, VICE PRESIDENT FOR DEVELOPMENT IN
AFRICA, EXXONMOBIL CORPORATION

Thank you Mr. Chairman and Sub-Committee Members. I am pleased to be here
today to provide ExxonMobil’s perspective on the Chad-Cameroon Oil Development
Project.
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We have been working in Chad since 1977 and in 1992 began detailed project
planning. Through the past 10 years, we have worked diligently and collaboratively
with the World Bank Group and the Governments of Chad and Cameroon to bring
forward a project that meets the commercial interests of the project sponsors as well
as the poverty alleviation and development goals of the World Bank Group and the
Governments.

I want to use the time available to cover three areas:

First, to provide you a brief overview of the project including some of its unique
features.

Second; to update you on the current status of construction activities.

And finally; to briefly discuss key principles that guide us and others in this
project.

Before I begin, I would note that we have submitted to this Committee back-
ground information on the Project along with the video to help illustrate several key
areas. And of course, I will be pleased to try to answer any questions you may have.

The Chad-Cameroon Project will develop several oilfields in southern Chad. To ex-
port the crude oil to world markets from the landlocked oilfields, the oil will be
transported by a 30" underground pipeline, a distance of 650 miles to a marine ter-
minal off the coast of Cameroon.

Approximately one billion barrels of oil will be produced over the 25-30 year life
of the Project. Production will average 225,000 bbl/day in the early years. A consor-
tium of subsidiaries of ExxonMobil, Chevron and Malaysia’s Petronas are con-
ducting the development with Esso Chad, an ExxonMobil subsidiary, designated as
operator. The Project schedule anticipates start-up in 2003.

The total Project investment is approximately 53.5 billion. The Upstream portion,
which consists of the oilfield production facilities and wells, will be 100% owned by
the co-venturers. The pipeline will have minority ownership by the governments of
Chad and Cameroon and will be financed by a combination of equity and loans.

Approximately 97% of the project funding will come from the co-venturers
(ExxonMobil, Chevron and Petronas) or through market-rate loans arranged by the
International Finance Corporation, export credit agencies and commercial sources.

The remainder will come from equity investments by the governments of Chad
and Cameroon in the two pipeline companies. To fund their investments, the two
host countries have received approval for a total of approximately $140 million in
loans from the World Bank and the European Investment Bank.

These financing facilities establish a linkage with the World Bank so that it can
provide important support to the development aspects of Chad. For example, the
Bank has assisted Chad in developing a unique Revenue Management Plan, enacted
into law by the Chadian National Assembly and the President. This law provides
for long-term management of the project revenues, ensuring these benefits reach the
citizens of Chad. A nine-member College of Control and Surveillance has been ap-
pointed and are preparing to oversee the funds. This nine-member group includes
representatives of the judiciary, senate and finance ministry as well as local NGO’s,
labor and church representatives.

To avoid or mitigate social and environmental impacts, the consortium has
worked with a team of scientists and engineers. A 19-volume set of documents form
the foundation of the Project’s environmental and socioeconomic plans.

The environmental management plans, in particular, spell out in detail the
Project’s commitments related to environmental and socio-economic matters, includ-
ing for example, establishment of an offsite Environmental Enhancement Program
to protect biodiversity and an Indigenous Peoples Plan to benefit the Bakola people
in coastal Cameroon.

Each of the Project’s primary contractors have competed specific environmental
management plans to conform with the overall environmental management plan.

To support successful implementation, an extensive environmental monitoring
system is in place. Full-time environmental supervisors and monitors are operating
throughout the Project area, monitoring the work of our contractors. The results of
the monitoring can be found in publicly available quarterly reports.

The consultation program for this Project continues today and is built on a base
of public involvement at all levels in the design process that began in 1993.

Tens of thousands of people in Chad and Cameroon have had the opportunity to
express their views on the Project in over 1800 public meetings. In addition, the con-
sortium has consulted with over 250 non-government organizations during the
course of the past eight years. This level of consultation is unprecedented in Africa
and perhaps in the world.

Let me now give you a brief update on the Project’s status. . . .

Construction is on schedule with the initial focus in 2001 on infrastructure. This
included building 18 work camps and 11 storage yards as well as upgrading roads
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and bridges, improving existing airstrips and building new ones. The project has
now completed the upgrade of about 600 kms of roads in both Chad and Cameroon.

We have also completed a key bridge linking Chad and Cameroon. This bridge
now forms an important link both for the transportation of Project material and also
for other commercial users in the future.

One hundred percent of the line pipe has been manufactured and over 90% has
arrived in Cameroon. By June 2002, all pipe will be stockpiled in the storage yards
awaiting final installation.

Pipeline construction began in November 2001 with two construction crews work-
ing from Cameroon into Chad. To date, we have installed about 25% of the 650 mile
pipeline. Drilling of the 270 development and exploration wells began in Chad in
December 2001. Five new drilling and completion rigs are now in Chad.

The Project currently employs about 10,000 people, with 85% of these
Cameroonian or Chadian nationals. Once operational, the project will require over
500 full-time employees in addition to several hundred contractors.

We recognize the high expectations of local citizens regarding employment and
give preference to qualified nationals. We have established training facilities in-
country as well as providing nationals with specialized training in oilfield operations
in countries outside Chad. With respect to local contracting, our primary contractors
have identified numerous local companies for subcontracts from an extensive data-
base created during the past few years.

In 2001, the Project spent over $160 million on required goods and services sup-
plied by over 2200 local businesses in both countries. Examples of the types of serv-
ices include: trucking, housing, site clearing, civil works, catering, cars and drivers
and surveying. Our clear commitment is to give priority to local Chadian and
Cameroonian business and we have been pleased by the skills and services available
in both countries.

Finally, let me close with some general observations and by summarizing the com-
mon principles that continue to guide ExxonMobil on this Project . . .

I am aware of no other project in Africa or perhaps the world that has conducted
public consultation to the level of the Chad Project—we are proud of what was ac-
complished and the input received from local citizens and knowledgeable others, has
been invaluable. Some have called the Chad Project a new model; I see it as apply-
ing ExxonMobil’s basic business model which includes our high standards for safety,
health, and environmental management along with the high standards of business
conduct and ethics to the unique issues Chad presents. For example, in Chad, we
had the opportunity of applying this model on a clean slate. There was no prior his-
tory of development to deal with.

We have approached the Chad-Cameroon Project with a focus on detailed and rig-
orous planning, uncompromising ethical business practices and adherence to all
laws while respecting local culture and customs. In the absence of local engineering
and construction codes, we have applied U.S. standards to the Chad Project’s design
and implementation.

As we invest to meet the world’s energy needs, we are mindful of our responsibil-
ities as a corporate citizen. We are committed to developing relationships that are
mutually beneficial to the citizens of those countries where we operate as well as
to our shareholders, employees and contractors.

Our goal is not to assume the role of government, but to support government in
its efforts to see that resource development improves the quality of life for its citi-
zens.

We expose leading-edge western business practices to countries like Chad and
Cameroon, supporting democratic and capitalistic reforms as well as providing ex-
ample-setting ethical behaviors.

As we conduct our business, we do so in a manner that recognizes the balanced
environmental and economic needs of the community and the country. We achieve
this by investing wisely and paying careful attention to environmental protection
and mitigation as well as safe work practices. To do this, we need to have the input
of local citizens and others knowledgeable on local matters through our comprehen-
sive consultation processes.

The key to our success is our company’s philosophy of managing our business for
Ehe long-term and applying the highest standards consistently to every aspect of our

usiness.

Thank you for the opportunity to appear today.

Mr. RoyckE. We have been joined by Congressman Hilliard from
Alabama.
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We are now going to go and make this final vote, and when we
return, we will hear from Ambassador Norland. Thank you very
much. We will be in recess for a few minutes. Thank you.

[Recess.]

Mr. RoyceE. We will reconvene the Subcommittee hearing at this
time. As soon as everyone takes their seats, we are going to hear
from Ambassador Donald Norland.

Ambassador Norland, good to see you today, sir. Remember to
summarize, though, Ambassador.

STATEMENT OF DONALD NORLAND (RET.), FORMER U.S.
AMBASSADOR TO THE REPUBLIC OF CHAD

Mr. NORLAND. Has the clock begun to tick?

I am deeply grateful to you for organizing this hearing and I
want to stress something you have already mentioned and that is
how timely it is. Indeed, just this week, as my colleague Ambas-
sador Ould-Abdallah will say, some 35 countries, including 10
chiefs of state, met in Dakar for the purpose of promoting private
sector investment in Africa under what is called NEPAD, New Eco-
nomic Partnership for African Development. I venture to say there
is not one of those countries that would not enjoy the prospect of
being the subject of the kind of hearing you are holding today.

Thanks to the Subcommittee, we are considering the largest pri-
vate sector investment in Africa that finances the Chad-Cameroon
pipeline project, which I will refer to as the Chad oil project in the
interest of time. But the most important aspect of this project is
not its size. It is the monumental effort of the project partners to
address and resolve the persistent problems that have so limited
the benefits of billions of dollars spent over the past 4 decades to
reduce poverty and achieve economic development.

As the title of this hearing suggests, the systematic way the part-
ners have gone about addressing those issues may well serve as a
model for other resource development projects in developing coun-
tries. The Exxon Mobil representative has provided details on fi-
nancing. My focus is on why the oil project is so different, so impor-
tant, and so hopeful.

The differences begin with the structure, namely a joint venture
linking the financing consortium, the World Bank and the govern-
ment of Chad, in a partnership. Beginning with discussions, as you
heard, nearly a decade ago, the consortium reached the conclusion
that it was imperative to preempt the crescendo of criticisms that
was damaging not just the image of oil companies but actually un-
dermining their operations. The fundamental most distressing
problem, which you have already emphasized, you and the Ranking
Member, was the diversion of oil revenues into the private accounts
of corrupt politicians.

In an unprecedented initiative, as you also highlighted, the con-
sortium turned to the World Bank in developing a system of rev-
enue management designed to assure the revenues would go to the
specific purposes directly benefiting the Chadian people.

To achieve these high purposes, it quickly became apparent that
another unprecedented attempt would be required, namely, action
by the Chadian government in approving legislation that, first, sets
forth specific percentages of revenues and the purposes for which
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they are to be used, second, it establishes a revenue management
authority to oversee the funds which are to be deposited—this is
very important—in an offshore bank.

The text of that law, by the way, is available here.

No government has previously agreed to a similar external in-
fringement of its sovereignty. Given the extreme importance and
sensitivity of revenue management and the ubiquity of corruption,
even these unprecedented steps have not silenced the skeptics.

As a result, a number of additional control mechanisms have
been developed. Indeed, no less than eight additional levels of over-
sight have been established at last count. They include the Chad-
ian Oil Revenues Control and Monitoring Board and International
Advisory Group and a resident U.S. Treasury representative who
provides technical support. These revenue management innovations
will not be put to a test until late 2003 when revenues are expected
to flow, but the commission is ready—the management commission
has already been named. This level of scrutiny should serve as the
standard for similar natural resource projects.

However, every project is unique. The context, parties, and per-
sonalities are different, as are the motivations and capabilities. But
the Chad oil projects revenue management provisions are not the
only reason to underline the extraordinary importance of this
project.

First, it is a giant step toward the long-term strategic goal of
bringing poor developing countries into the global economic main-
stream, the sine qua non for any economic development. Even this
investment will not eliminate poverty in Chad. But one thing is
certain: Chad can never develop in a backwards, virtually isolated,
and out of the global economic mainstream.

It seems particularly unconscionable, therefore, for outsiders sur-
rounded by modern comforts to oppose the project and thereby con-
demn the people of Chad to a kind of pristine poverty.

Second, September 11 has inspired a rethinking about terrorism
and its causes. The Chad oil project is frankly the only hope on the
horizon for the nearly 8 million people of Chad to raise them up
from their status as the fifth poorest country in the world. Chad,
spanning 1100 miles north to south, covers three climatic zones,
two major cultural ethnic divisions, accounting for much of the po-
litical instability that has characterized its nearly 43 years of inde-
pendence. No wonder Chad’s neighbors see it as a vacuum. Libya
on the north and Sudan on the east both have policies and ambi-
tions that are not congenial to U.S. Interests or Chad’s well being.

Finally, the Chad oil project takes on new importance in the light
of the explosion of Middle East violence, specifically relevance of
this project to U.S. Energy policy which is to diversify sources of
energy in the interest of U.S. National security. Indeed, it has been
reliably reported that for the first time, the two concepts, Africa
and U.S. National security, have been used in the same sentence
in Pentagon documents.

Finally, speaking as an independent observer, the Chad project,
in my opinion, offers real hope for success, more hope than any de-
velopment model I have seen in serving in 10 African countries
over nearly 50 years and observing the economic activities in 30
others.
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Thank you, Mr. Chairman. I look forward to answering your
questions.
[The prepared statement of Mr. Norland follows:]

PREPARED STATEMENT OF DONALD NORLAND (RET.), FORMER U.S. AMBASSADOR TO
THE REPUBLIC OF CHAD

I am deeply grateful to the House Committee on International Relations, and es-
pecially to its subcommittee on Africa, for organizing this hearing. It could hardly
be more timely—for a number of reasons.

The most important reasons stem from the heroic effort of the partners in the
Chad/Cameroon Pipeline Project to address and resolve the persistent problems that
have so limited the benefits of the billions spent over the past four decades, both
multilaterally and bilaterally, to reduce poverty and achieve economic development
in the poorest countries of the world.

The Chad/Cameroon Pipeline Project has addressed these extraordinarily chal-
lenging issues in ways that may well serve as a model for developing natural re-
]s?ources)in other countries. (In the interests of time, I'll refer to it as the Chad Oil

roject.

First, it’s not the size of the foreign direct investment (FDI), the $3.7 billion, that
distinguishes the Chad Oil Project—although it’s the largest such investment in Af-
rica at this time. And the Consortium’s investors are well-known: ExxonMobil, with
40%; Petronas, the Malaysian Oil company, contributing 35% and Chevron with
25%. The World Bank has joined with some $93 million in loans: $39.5 of it to fi-
nance the Chadian participation, and another $100 million in credits from the IFC
and IDA for construction costs, revenue management and other capacity building.
Depending upon the price of oil, Chad expects revenues of between $2 billion (if the
price is $15.25 per barrel) and $8.5 billion over the next 25 years. Even at the lower
figure, the revenues will double the national GDP.

But figures tell us little about why the Chad Oil project is so different—and so
hopeful. The differences become apparent when looking at the structure of the
project, namely a joint venture linking the Consortium, the World Bank and the
Government of Chad in partnership.

Beginning with preliminary discussions nearly a half-dozen years ago, the Consor-
tium reached the conclusion that it was imperative to address—hopefully, to pre-
empt—the crescendo of criticisms that was damaging not just the image of oil com-
panies but, at times, actually undermining their operations.

The fundamental, seemingly perennial—and most distressing—problem was the
diversion of oil revenues into the private accounts of corrupt politicians rather than
to desperately needed host country budgets for economic development, i.e. for
health, education and infrastructure.

In an unprecedented initiative, the private investor Consortium turned to the
World Bank for assistance in developing a system of revenue management designed
to assure that the revenues would go to specific, designated purposes directly bene-
fitting the Chadian people.

To achieve these high purposes, it quickly became apparent that another unprece-
dented step would be required, namely action by Chadian government in approving
legislation that (1) sets forth specific percentages of revenues and the purposes for
which they’re to be used, and (2) establishes a revenue management authority to
oversee the funds which are to be deposited in an off-shore bank. (The text of the
law approved by Chad’s National Assembly is available.)

The historic nature of this innovation deserves to be highlighted; no government
has previously agreed to a similar external infringement of its sovereignty.

Given the extreme importance and sensitivity of revenue management—and the
ubiquity of corruption—it’s not surprising that even these unprecedented steps have
not silenced the skeptics and critics. As a result, a number of additional revenue
control mechanisms have been developed. Indeed no less than eight additional levels
of oversight have been established at last count. They include the Chadian “Oil Rev-
enues Control and Monitoring Board,” an “International Advisory Group,” local and
international NGOs, and a U.S. Treasury representative with revenue oversight au-
thority. This is a full-court press to combat the scourge of corruption.

These revenue management innovations won’t be put to the test until late 2003
when revenues are expected to flow. But given the level of public and private scru-
tiny this combination of oversight and monitoring looks promising. Indeed, this level
of scrutiny should serve as the standard for similar natural resource projects. How-
ever it bears repeating that every project is unique; the context, parties and person-
alities are different—as are the motivations and capabilities.
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HUMAN RIGHTS

Another priority concern of critics, in addition to eradicating corruption, has been
the delicate subject of human rights which goes to the very essence of a country’s
political culture and practices. Because of almost continuous civil war, Chad’s his-
tory since independence is a succession of coups and counter-coups. It’s a case study
in political instability and inexperience with democratic practices. Yet the Chad
project has been a magnet for outside influences that have accelerated an under-
standing of, and respect for, human rights and democratic practices.

I can cite three recent incidents that illustrate the point.

First, in 1999, even prior to the Bank’s approval of the Chad project, a former dep-
uty in Chad’s National Assembly was arrested and detained for nine months, report-
edly because he publicly opposed the project. The Bank intervened and obtained his
release—a role the Bank later publicly acknowledged. In 2001, that same Chadian
deputy again raised grievances (from Chadians residing in the region of the drilling)
that they said had been ignored. Those complaints are currently under formal inves-
tigation by a Bank team as provided in project agreements.

Second, following Chad’s presidential elections in May of 2001, the Chadian police
detained the six opposition candidates. The World Bank president telephoned the
president of Chad and conveyed the “implicit threat,” to cite a press report of June
1, 2001, that the bank would “withdraw support for the project.” The opposition
leaders were promptly released.

Third, when the Chadian government used $4.5 million of a $25 million so-called
“signing bonus” to buy arms, the Bank and IMF warned Chad that unless Chad
adopted certain agreed budgetary processes for “all revenues,” the Bank and IMF
“could not propose debt relief for Chad under the HIPC initiative.” Chad took the
necessary corrective measures and the Bank approved Chad’s access to debt relief.

It should be further noted that the people of Chad certainly enjoy a greater degree
of press and other freedoms than any country in the region. In August 2000, for ex-
ample, an independent radio station called “Radio Liberty” was created thanks to
contributions from a variety of outside sources, including NGOs. When I attended
the first anniversary of the radio’s operations last August, the Managing Director
told me that he operated without government interference. Last February, the
Chadian “High Council of Communications” suspended Radio Liberty broadcasts on
grounds that its reports were inciting violence against citizens of Cameroon. As a
result of widespread media and other protests, the station resumed its broadcasting
schedule as usual in mid-March.

Finally, it’s worth noting that President Deby has officially declared that he will
not be a candidate for re-election in 2005 when his current (his second) term ex-
pires.

Incidentally, in assessing Chad’s history of instability, it should be noted that the
U.S. itself played a key role in overturning the legitimate government of Chad in
1982—an action described in the U.S. press as the “only” successful U.S. contra
movement of the decade.

To people measuring human rights and democratic practices by American or Eu-
ropean standards, these examples may seem modest and incremental. But in the
context of Chad’s realities and conditions in other countries in the region, they con-
stitute a major improvement over pre-project conditions.

ENVIRONMENT

Although critics of the Chad project have focused on the issue of corruption, that
has not been the only objection. Based largely on certain bad experiences of other
oil projects around the world, the Chad project incurred strong initial opposition on
environmental grounds. As a result the Consortium and the World Bank commis-
sioned exhaustive studies on the environmental consequences of the 1070 kilometer
(650 mile) pipeline from southern Chad to the port of Kribi on Cameroon’s Atlantic
coast. The studies, which fill some seventeen volumes, resulted in changes to accom-
modate environmental groups; for example, they account for the decision to bury the
pipeline three feet underground and use especially reinforced pipe. As for the impact
on people in the region, the route taken in laying the pipeline was altered to mini-
mize the disruptions of human settlements and a special funds set aside to com-
pensate people in the area where the oil wells are being drilled.

Perhaps most important is the extensive ongoing environmental monitoring fund-
ed by the European Investment Bank (EIB.). The agreements provide for regular
inspections by an outside “Environmental Management Group” with the specific pro-
vision that EIB funding is conditioned on respect for agreed environmental objec-
tives and standards.
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The extensive environmental safeguards are impressive—perhaps even unprece-
dented—and may account for the fact that criticisms from environmentalists have
been relatively muted in recent months.

In this connection, one should stress the fact that, in the words of one adversary
of the project, “no political group in Chad has campaigned for the abolition of the
project.” Indeed in the course of my meetings in Chad last August, not a single
Chadian suggested that the project shouldn’t be supported. The criticisms—and they
were occasional very vocal—were directed at how the project was being imple-
mented, not the project itself. And a number of changes have been introduced in
}he past eight months to alleviate those criticisms, actions which augur well for the
uture.

CONCLUSIONS

The Chad project is a bold new model for collaboration among private investors,
the World Bank Group and the government of Chad. But these are not the only key
players. Indeed, success will require keeping the project in the spotlight of public
attention as well as under constant scrutiny and monitoring by outside groups:
NGOs, human rights and environmental organizations and the media. Scrutiny is
the key to transparency. Transparency is, in turn, indispensable in guaranteeing
that oil resources go—as prescribed by Chadian law and relevant agreements—to
projects that reduce poverty while preserving the environment and advancing
human rights. In short, to make sure that revenues go to benefit the people of Chad
and not to private bank accounts.

This is a complex project that took a half-dozen years to pull together. The tech-
nical complexities are monumental—but experts could no doubt solve them else-
where. The same can’t be said about the political and human aspects of the project
that make the project so difficult to replicate.

For example, how many countries would be sufficiently motivated by the promise
of a major investment to give up a measure of sovereignty over their resource reve-
nues? How many political leaders are ready to invest major political capital in lead-
ing a legislative campaign to meet requirements to do so? Fortunately, the incen-
tives offered by the Chad Project were sufficient to induce Chad’s leaders to take
those steps.

At the same time, the World Bank came to realize that it couldn’t carry out its
pover(t)y reduction mandate without getting involved in governance. Would it do so
again?

In any case, to keep open the option of another “Chad project,” this project must
succeed. Its failure would have dire consequences, not just for Chad but for similar
investment initiatives in developing countries. It might deter the World Bank from
undertaking this unusual role that has been one of “moral guarantor.” Failure
would signal a further decline of confidence in Africa as a reliable source of energy.

In sum, the Chad Oil Project embodies too many hopes for Chad and for Africa.
It is condemned to succeed.

OTHER REASONS WHY THE CHAD OIL PROJECT IS COMPELLING

The Chad Oil Project’s revenue management, human rights and environmental
provisions are not the only reasons to underline the extraordinary importance of the
project and why it must succeed.

First, it’s a solid step toward the long-term strategic goal of bringing poor devel-
oping countries into the global economic mainstream—the sine qua non for any eco-
nomic development. While even this $3.7 billion investment won’t eliminate poverty
in Chad, it promises a giant step forward. But one thing is certain, namely that
Chad can never expect to develop while mired in a backwater, virtually isolated and
far out of the global economic mainstream. In addition, it seems particularly uncon-
scionable for outsiders, surrounded by all the comforts of modern life, to condemn
the people of Chad to lives of a kind of pristine poverty by opposing this project.

Second, September 11 has inspired a rethinking about terrorism and its causes.
The Chad Oil Project is, frankly, the only hope on the horizon for raising up the
nearly eight million people of Chad from their unenviable status as the fifth poorest
country in the world. A look at the map reminds us that Chad, spanning 1100 miles
north to south, covers three climatic zones and two major cultural/religious divi-
sions, accounting for much of the political instability that has characterized its near-
ly 42 years of independence. No wonder Chad’s neighbors often seem to view it as
a vacuum; indeed, Libya on the north and Sudan on the east, both have policies
and ambitions that are not congenial to U.S. interests or Chad’s well-being.

Finally, the Chad Oil Project takes on new importance in the light of the latest
explosion of Middle East violence, specifically its relevance to U.S. energy policy
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which urges diverse sources of energy in the interest of U.S. national security. In-
deed, it’s been reliably reported that, for the first time, the two concepts—“Africa”
and “U.S. national security”—have been used in the same sentence in Pentagon doc-
uments.

Finally, speaking as an independent observer, I believe that the Chad project
should be seen—and strongly encouraged—as a bright hope for Africa. Indeed, it
embodies more hope than any development model I've seen over nearly fifty years
of serving in ten African countries and observing some 30 others at close range.

Mr. ROYCE. Thank you, Ambassador, and now we are going to go
to Mr. Peter Rosenblum.

STATEMENT OF PETER ROSENBLUM, DIRECTOR, HUMAN
RIGHTS PROGRAM, HARVARD LAW SCHOOL

Mr. RoSENBLUM. Thank you very much. Thank you for having
me back here. Every time I come, I think it is probably my last
time since I feel like I burn more bridges than I build, and perhaps
here as well I will be burning bridges. I do not mean to be the one
to spoil the party because I have praised this project in print for
much that it represents. But I think it is important to focus on
some of the other factors.

Mr. RoycE. We want to look at the tough questions.

Mr. ROSENBLUM. I think the project does represent a creative
and a significant effort to deal with the multiple problems and the
potential benefits that exist when valuable natural resources are
found in countries characterized by poverty, lack of infrastructure,
corruption and fragile political institutions. But I think it is very
important for us to recognize that this project will not succeed
without new efforts. It is at best a framework in which it may be
possible to erect the necessary structures for protection. But at the
current time, the substantive protections are weak. Moreover, they
depend to a large degree on the good will of the government of
Chad and the ad hoc interventions of the World Bank. This is not
likely to change without new initiatives. The United States is an
important member of the World Bank and the home to the prin-
cipal oil companies in the project; it has an extremely important
role to play.

It is important to recall the recent history of Chad. It is one that
includes civil war, vast abuses of human rights, the intervention of
great powers, and rivalries that take a regional and ethnic form.
It is oversimplified, but it is still very relevant to think of Chad as
a country in which a militarized north rules over a sedentary
south. It is relevant to take into account the ethnic and religious
divisions—the Arabized Muslim north, the Christian animist south.
Chad is not Sudan. It is not Nigeria. But there is much in common,
including the risk that a militarized north is going to become de-
pendent on a disenfranchised south.

The guarantees negotiated by the Bank and implemented in the
Chadian revenue management plan promises a certain amount of
transparency. They promise important, though vague, funding com-
mitments and an infrastructure oversight. However, the effective
implementation still depends on the good will of the government,
on the deliberative capacity of the Chadian parliament and on the
willingness of the World Bank to ensure its fulfillment. What do we
know so far? We know the government has not shown that good



16

will, that the parliament does not function openly, and that the
World Bank’s record has been spotty and ad hoc.

Notwithstanding the film that we have seen here today, we also
know that the oil consortium has a reputation on the ground for
belligerent disregard of the community structures and it puts their
sincerity into question.

The World Bank’s role is particularly complicated. Despite impor-
tant advances in the project, the bank remains resistant to engag-
ing in active oversight. In part this is a function of how unsuited
the bank is to its role. Its institutional culture is built around suc-
cessful lending to governments, and it is not clear that it can or
that it should be the primary agency charged with monitoring the
implementation of the project goals.

At the Harvard Human Rights Clinical program, where I work,
we have been following the project for some time. We identified
problems with the revenue management plan when it was adopt-
ed—its limited field of application, the fact that allocations are left
to the parliament, and that there are no benchmarks for such allo-
cations in terms of the region or sector. The plan is entirely blind
to the questions of ethnicity, race and religion and the historical di-
visions in the country that have led to prolonged civil war through-
out the modern history of the country.

We focused in particular on the oversight committee (“College de
Control”). Again this is something that in principle we should cele-
brate—an effort to create a mixed body of government and non-
governmental experts who will oversee the expenditures of revenue
from the oil program. But there have been problems, both in set-
ting the committee up and in enabling it to act independently.

Again, the government of Chad has failed to demonstrate the
necessary good will to enable the oversight committee to play the
role that it could play under the law. It was only after major inter-
vention by the World Bank that the government took the steps nec-
essary to form the oversight committee. When it came time to es-
tablish internal regulations, the government proposed that the
oversight committee meet twice a year, and rejected the internal
regulations that were drafted by the members of the committee.

The World Bank did intervene. Different rules were adopted. But
then the next thing that happened is that the government refused
to allocate space or to allocate a budget to the oversight committee
so that it could operate. All this is occurring in the context of a law
which can be changed by fiat of the President after 5 years. The
most celebrated provisions of the law are not subject to the par-
liament which voted for them in the first place.

I think it is important to say a word or two generally about the
human rights situation in the country. There have been important
improvements in Chad over the last decade in terms of traditional
liberties—in terms of freedom of speech, freedom of the press and
freedom of the air waves, and freedom of association. But the presi-
dential elections of last year were a major and surprising setback.
At that time the same freedoms were restrained. The independent
radios were stopped from reporting on the campaign of the Presi-
dent, just as, at this moment, they are being stopped from report-
ing on the legislative campaign that is underway in the country.
One of the independent radio stations in N’'Djamena, Radio Liberty,
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was shut down for 2 to 3 weeks, and there have been threats
against much of the independent press.

How can we rely on parliament elected under such conditions,
and on government that, up until now, has manipulated those elec-
tions? We have not seen any sign of the government’s willingness
to take action without the World Bank intervening to hit them
with a rod? How often can we expect James Wolfensohn to get on
the phone to ensure that Deby will release the detainees that are
illegally arrested, allow the radio stations to function, allow democ-
racy to take its place?

I would like to conclude with a couple of recommendations where
I think it is important for us to focus. We should be focusing on
how to institutionalize the role of the civil society in this project so
that we can get beyond these ad hoc interventions of Mr.
Wolfensohn, well intentioned as they might be, and get to a point
where the civil society of Chad is able to act in order to ensure that
the pipeline meets the aspirations of the population. I think we
should massively reinforce the work of the Chadian oversight com-
mittee so it can hire professionals and monitor the project. I think
we should work with the World Bank to ensure that the inter-
national advisory group is a permanent group that can then com-
municate directly with the population in Chad and interface well
with the other Chadian institutions, including the oversight com-
mittee.

Finally, I think we should recognize the limits of what the World
Bank can do. It is not a human rights organization. The World
Bank has trouble enough making or remaking economies. It cannot
remake democracies. That is the work of others. It is the work of
others together with the Chadians. It is a work in which the
United States has more experience in encouraging local initiations
than the World Bank.

We should look to the fact that in Chad today, there is less inter-
national reporting on human rights than there was 2 years ago, 3
years ago or 4 years ago. The United Nations Commission on
Human Rights once had a rapporteur. Her last report in 1998 said
that the political space in Chad was getting smaller and smaller,
the space for pluralism and diversity was shrinking in the country.
Her mandate ended and since then we have had no significant
international reporting on the events in the country, and I think
it is something we can look to, and we in the United States could
significantly help.

[The prepared statement of Mr. Rosenblum follows:]

PREPARED STATEMENT OF PETER ROSENBLUM, DIRECTOR, HUMAN RIGHTS PROGRAM,
HARVARD LAW SCHOOL

The Chad-Cameroon oil project represents a creative and significant effort to deal
with the multiple problems and potential benefits that exist when valuable natural
resources are found in countries characterized by poverty, lack of infrastructure, and
corrupt and fragile political institutions.

Even as construction moves forward, however, the project still provides only a
rough outline for protecting the interests of the population; it is at best a framework
in which it may still be possible to erect the necessary structures of protection. At
the current time, the substantive protections in the project are weak; they depend
on goodwill and greatly strengthened capacities. This is not likely to change without
new initiatives and redoubled efforts on the part of all parties. The government of
the United States, as an important participant in the World Bank, home to the prin-
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cipal oil companies in the project, and ally of Chad, has an extremely important role
to play.

BACKGROUND TO THE PROJECT

It is important to recall the recent history of Chad, one that includes civil war,
gross violations of human rights, the intervention of Great Powers, and rivalries
that take a regional and ethnic form. It is oversimplified, but still relevant, to think
of Chad as a country in which a militarized North rules over a sedentary South.
It is also important to take into account ethnic and religious divisions: the predomi-
nantly Muslim North in contrast to the predominantly Christian and animist South.
Chad is not Sudan and it is not Nigeria, but there is much in common, including
the risk that a militarized North will become dependent on oil from a
disenfranchised South.

The Chad-Cameroon oil project was conditioned on the Chadian government’s
willingness and ability to direct revenues toward social and economic infrastructure.
This represented an important change in World Bank “conditionality,” even though
the Bank may be uncomfortable with the term. Rather than demanding cutbacks
in government programs and social expenditures, the Bank effectively required the
opposite. Through the Revenue Management Plan, adopted in Chad with the active
involvement of the World Bank, the government of Chad committed itself to ensur-
ing that the direct oil revenues would be invested for the short-term and long-term
benefit of the population.

There were, of course, special reasons for the Bank’s willingness to engage in this
process. It was providing a moral guarantee for what was otherwise a private in-
vestment. The Bank’s imprimatur provided the kind of protection that no amount
of political risk insurance could provide. To my knowledge, no one has yet analyzed
the savings to the oil companies, but we can speculate that the cost of borrowing
was significantly reduced by the Bank’s approval of the project.

In the event that the project fails to deliver the promised benefits, the oil compa-
nies will be able to pass much of the blame to the World Bank. In Nigeria, for exam-
ple, there was no buffer between oil companies like Chevron or Shell and the people
of the Niger Delta. In Chad, however, no matter what goes wrong, the World Bank
will be on the front line.

However, it is also true that the Bank was in a position to make demands on the
country that an oil company could not, and should not, make. The Bank accepted
the challenge and worked creatively to come up with a plan that broke new ground:
a plan that would correct for past failures and provide hope that mineral wealth
could be converted into long-term benefits. As some Bank staff members have ac-
knowledged, the Bank did not do this entirely of its own accord; the tremendous
pressure brought to bear by international and Chadian NGOs forced the Bank to
break its own mold.

REQUIREMENTS FOR THE PROJECT’S SUCCESS

The guarantees negotiated by the Bank and implemented in the Chadian Revenue
Management Plan promise a certain amount of transparency, important (though
vague) funding commitments, and an inchoate structure of oversight. However, the
effective implementation of these guarantees depends on the goodwill of the Chad-
ian government, the deliberative capacity of Chad’s Parliament, and the willingness
of the World Bank to ensure the satisfaction of these requirements.

Thus far, the government has not shown the necessary good will; the Parliament
does not function openly; and the World Bank’s record has been uneven. Addition-
ally, the Oil Consortium’s reputation for belligerent disregard of community struc-
tures puts its sincerity in doubt.

The World Bank’s role is particularly complicated. Despite important advances in
the project, the Bank remains extremely resistant to engaging in active oversight.
In part, this is a function of the Bank’s unsuitability for this role. Its institutional
culture is built around successful lending to governments, and it is not clear that
it can, or should, be the primary agency responsible for monitoring the implementa-
tion of the project goals.

Constraints on the World Bank

The Chad-Cameroon project has put the Bank in an unprecedented and awkward
position of monitoring the government’s political comportment and relations to the
country’s population. This conflicts with the Bank’s historical barriers to addressing
political questions, not to mention its internal culture of deference to state actors.
Even some Bank staff members have expressed skepticism about the Bank’s ability
to fulfill this role: “When the government violates its undertakings,” said one Bank
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ﬁfﬁﬁiﬂl 1?fter the Project was approved, “I'm not sure the Bank will be willing to play
ardball.”

In fact, Bank officials have already been required to intervene on several occa-
sions. The President of the Bank stepped in to encourage the President of Chad to
release major political opponents from detention. Bank officials also took an active
role in trying to convince the government to fulfill its obligations under the Revenue
Management Plan.

However, this is not a role that comes easily to the Bank, nor is it one that can
be institutionalized. Although the Bank was helpful in addressing moments of crisis
it has not effectively responded to manipulation of the political system. For example,
the Bank could not prevent massive vote fraud and political repression during the
presidential elections of 2001, and it was also unable to improve the prospects for
the legislative elections of April 2002.

As many Bank officials acknowledge, tremendous public advocacy is necessary to
ensure the Bank’s vigilance. One official admitted as much to an NGO economist
after she had inquired how the Bank would ensure Chad’s compliance after the fail-
ure of a similar case, the Lesotho Highlands Water Project. The official responded
that in this case, NGO pressure would ensure that Chad-Cameroon would be treat-
ed differently.

However, neither domestic nor international NGOs currently have the means of
insuring systematic oversight and monitoring. And despite assurances to the con-
trary, Bank officials, are not always receptive to external criticism.

We at Harvard had a taste of Bank defensiveness when we submitted the Har-
vard Memorandum that analyzes the Revenue Management Plan. A number of
Bank officials, who are also alumni of the Harvard Law School, called the office of
the Dean of the Law School to complain. Three officials came to Harvard personally
to discuss the matter. One of them, a senior official in the legal department of the
Bank, told us, essentially, that Africa “didn’t need a group of Westerners para-
chuting in to tell them what to do.” I introduced him to the students who had
worked on the project, one-third of whom were from sub-Saharan Africa.

It is important to encourage the Bank to change its internal culture so that it can
reach out to NGOs and develop tools that would enable it to relate to civil society
and monitor the day-to-day compliance of the government. However, it is also impor-
tant to recognize the limits of the Bank’s capacity and to work towards developing
alternative structures that could provide the necessary systematic oversight.

THE REVENUE MANAGEMENT PLAN

The Revenue Management Plan of January 1999 is the centerpiece of Chad’s ef-
fort to prove its bona fide commitment to turn oil revenue into sustainable develop-
ment. There are major limits to this law:

Its field of application is limited to the Doba oil. There is no guarantee that future
oil exploitation will be subject to similar controls.

It relies on Parliament and the government to determine allocations according to
region and sector. This would not be a problem in some countries, but is cause for
concern in a country where ethnic divisions and favoritism have been endemic to
governance and where the Parliament has not been allowed to operate freely.

It contains a mysterious and dangerous provision that allows the President to
change the allocation rules without parliamentary input, five years after adoption
of the law. This is particularly dangerous, because the provision will become effec-
tive after the oil begins to flow in earnest. It is mysterious because parliamentarians
insist that it was added after the law was already voted into existence.

Oversight Committee

One essential element of the Plan is the establishment of an Oversight Committee
that is composed of both governmental and non-governmental members. In the Har-
vard Memorandum, we suggested that a well-functioning Oversight Committee
could help compensate for many other weaknesses of the Project. However, we noted
the problematic aspects of the Committee, particularly its composition and the effec-
tiveness of its powers. The Committee membership was predominantly composed of
either government appointees or political figures dependent on the government’s ap-
proval. Its overall mandate, while commendable, is hampered by an absence of ex-
plicit powers of intervention necessary to ensure effectiveness.

There are precedents for the Oversight Committee even in Chad. Unfortunately,
they are not good ones. The National Human Rights Commission was another ex-
periment in administrative oversight by an independent body composed of members
from government and civil society. Over several years, the government has effec-
tively eviscerated the Human Rights Commission through the co-opting of members
and control of budget. If left to its own devices, the government appears intent on
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assuring the same fate for the Oversight Committee. The World Bank had to inter-
vene to ensure that the Committee would be set up. Still, the Committee has no
access to funds or offices. Finally, the government has already transferred one of
the Committee’s more outspoken members to a different post.

Over the past several months, my students have interviewed many members of
the Oversight Committee and have analyzed all available documents. The good
news is that the members of the Committee take their role seriously and have
worked together across political lines. The bad news is that they are doing this in
the face of resistance from the government, rather than cooperation and encourage-
ment.

The problems began with the nomination of members. When I visited Chad in the
fall of 2000, the story of the $25 million so-called “signing bonus” had recently
emerged. The World Bank, to its credit, was urging the government to begin imple-
menting the Revenue Management Plan and, in particular, to put into place the
Oversight Committee. The government resisted, claiming, inter alia, that there was
a conflict within the civil society over the membership of the Oversight Committee.
In interviews with civil society, there was no sign of conflict; moreover, no govern-
ment officials had discussed any such conflict with those members nominated by
civil society. The World Bank representative and U.S. Embassy staff repeated the
government’s accusations. What was most disturbing, however r, was that no one
from either institution had spoken to the people concerned.

In December 2000, the Oversight committee was formally named, and after long
delays, seized the initiative and began to meet on its own to draft regulations. The
government rejected the members’ draft and issued its own draft, which would have
undermined the independence and operational activities of the Committee. Among
other things, the government draft apparently offered the Committee the oppor-
tunity to meet only twice a year.

The Bank intervened in time, and new regulations were issued. Nevertheless, the
regulations still do not provide the real power to compel transparency or to stop in-
approp)riate expenditures. (For example, they have no equivalent to subpoena
power.

As for the independence of the Committee, there are already indications of the
problems that are likely to arise in the future. Members of the Committee report
that the government has tried to pressure them to approve expenditures from the
bonus funds. Again, the good news is that they were able to resist, but the govern-
ment has not yet backed down.

A second telling incident concerns the Committee member appointed by the Su-
preme Court. In the Harvard Memorandum, we noted that judges should not be
counted among the independent members of the Committee. This is confirmed by
the human rights reports of the U.S. Department of State, which frankly acknowl-
edge the conditions under which judges operate.

I have met with the members of the Supreme Court of Chad. There are a number
of very credible judges on the court, though there are also others such as the young
prosecutor who zealously pursued the incarceration of the dissident parliamen-
tarian, Ngorléjy Yorongar. One of the more outspoken (and apparently effective)
members of the Oversight Committee, however, was also a Supreme Court judge,
Hassana Abdoulaye. Last fall, he had to leave the Court when he was “promoted”
to the post of mayor of the capital city. To many observers, this was a direct mes-
sage to the Oversight Committee.

A budget for the Committee of only 100 Million CFA was voted upon, although
the World Bank has reportedly suggested a budget of three times that amount. In
the any event, the Committee has not gained access to the funds.

FACTORING IN HUMAN RIGHTS

Credible human rights observers concur that human rights in Chad are severely
limited: the legal system operates under the thumb of the executive, and free speech
and association are frequently curtailed. Political power is dominated by a small co-
terie of people with familial, regional, and ethnic connections. Chadians, for all prac-
tical purposes, lack the fundamental right to elect a government of their choice.

This affects the project at several levels:

¢ It directly undermines the ability of human rights groups and other civil soci-
ety associations to pursue serious monitoring. For example, the Government
of Chad continues to block the operation of EPOZOP (Entente des populations
de la zone petroliere), an organization with strong links to local communities.

¢ It risks rendering the Parliament illegitimate in representing the interests of
the population. Since the allocation of revenues depends on Parliament, the
power of monitoring is limited by laws.



21

¢ It undermines the credibility of the World Bank, which continues to rely on
the government for implementation of all aspects of the project.

While there was progress for basic liberties on many fronts in Chad during the
late 1990’s, the presidential elections of last year represented a major setback. It
was as if the President was sending the message that he would accept liberaliza-
tion—more free press, more rights of association—as long as it did not affect the
political balance of the country. The weak response of the international community,
in particular the World Bank’s untimely decision to grant debt relief, ultimately
sent a message to the government and the population that the elections would not
affect the status quo.

One aspect of the progress of recent years was the legalization of independent
radio stations, including “Liberty,” the station of the civil society in Ndjamena. How-
ever, the government closed the station for many weeks, apparently because of its
reporting on student protests in Cameroon. During both presidential and legislative
elections, the independent radio stations have not been allowed to report on the po-
litical campaigns.

Ethnic Divisions and Potential Conflict

Throughout the history of modern Chad, leaders have manipulated ethnic, re-
gional, and religious identity in the service of political power. This manipulation has
featured as an element in all of the rebellions and civil wars. Nevertheless, the
World Bank treats Chad as a “post-conflict” society and appears to overlook the con-
siderable potential for conflict and manipulation of ethnic divisions in programs de-
signed to serve the country. Before the Project was approved, for example, on Bank
economist acknowledged that most, if not all, of those who were receiving technical
training from the Bank belonged to the same ethnic group as that of the President.

Lack of Systematic Reporting on Human Rights
In the period leading up to the adoption of the Oil Project, the United Nations
Commission on Human Rights undertook annual reports on human rights condi-
tions in Chad. In the final report of 1998, the Rapporteur focused on the dimin-
ishing space for pluralistic political debate in the country. When her mandate
ended, the US State Department was left as the only international agency reporting
on human rights in Chad.

CONCLUSIONS

The Chad-Cameroon Project represents an important step towards recognizing the
responsibility of governments for ensuring that natural resource development leads
to benefits for the entire population and also for the World Bank in acknowledging
the need for serious and systematic participation and oversight in projects. How-
ever, it is unlikely to succeed without serious new efforts that go beyond what the
World Bank has been able to contribute so far.

In the short term, there is a pressing need for:

¢ US commitment to implementing the recommendations of the International
Advisory Group, and in particular, confronting the growing delay in imple-
menting those aspects of the Project intended to build civil society capacity
and to ensure proper oversight of the project.

¢ More systematic monitoring of every stage of implementation with permanent
links between local monitors, international organizations, and the government
of Chad. This might include.

— Massive reinforcement of the Oversight Committee under the Revenue
Management Plan to enable the hiring of full time staff and acquisition
of necessary technical expertise; and

— A permanent role for the International Advisory Group, so that it can
interface effectively and continuously with the local population, the
Oversight Committee, and the World Bank.

¢ International human rights monitoring. The World Bank is not the appro-
priate institution to engage in or support systematic monitoring of human
rights, but the need for monitoring is vital. The need could be filled by the
UN Office of the High Commissioner for Human Rights, or possibly, by an
international human rights NGO, with experience both in monitoring and ca-
pacity building.

If the project fails, it will escape no one’s notice that the project had the strong
backing of the U.S. The principal companies involved are U.S. companies. The
World Bank would never have approved the project without strong U.S. support. In
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the long term, it is essential for the United States to recognize its role and responsi-
bility in ensuring the success of the Project for the people of Chad.

Mr. Royce. Thank you, Mr. Rosenblum. We are now going to go
to Ambassador Ahmedou Ould-Abdallah for his report. Now, Mr.
Ould-Abdallah, if you want to give us your report.

STATEMENT OF HIS EXCELLENCY AHMEDOU OULD-ABDALLAH
(RET.), EXECUTIVE DIRECTOR, GLOBAL COALITION FOR AF-
RICA

Mr. OULD-ABDALLAH. Thank you, Mr. Chairman, thank you Con-
gressman Payne. As mentioned earlier, I just came back yesterday
from South Africa, where I was with the negotiating group on the
future of Congo, and I made a 2-day stopover in Dakar where a
number of heads of state were meeting. The meeting on the new
Partnership for Africa Development (NEPAD) was on how to pro-
mote private sector in Africa, how to make conditions attractive for
private sector in Africa. This, Mr. Chairman, is very important and
I think this hearing should be put in the international context
where we are now in Africa.

There is still much abuse of human rights. There is corruption
and poverty. But overall, today in Africa there is an extraordinary
expansion of freedoms, of the press, of association that have more
democratic values. It is not perfect, but I think that the
interconnectivity with Internet has boosted freedoms and we are
making progress in Africa. We even have a more peaceful alter-
nation of power.

Recently Ghana has changed its President without problems and
so have Senegal and Botswana. So the pipeline project should be
addressed not in the context of Africa of 1960s and 1970s, but Afri-
ca of the 2000s.

Mr. Chairman, in my opinion, Chad is part of this positive evo-
lution. I believe that its government is part of this evolution by the
very fact that it has endorsed the difficult conditions regulating the
redistribution of revenues like the 10 percent allocated to the pro-
ducing region, 80 percent to be devoted to health education and
poverty eradication.

Mr. ROYCE. Ambassador, why don’t you pull the microphone a lit-
tle closer to you.

Mr. OULD-ABDALLAH. So I think the government has accepted
something very difficult to endorse a few years ago by any African
government and I am sure that it is not by ruse, but simply be-
cause the world has changed and also because pressure of the
press, of NGO’s, and the fear of hearings like yours cannot be ig-
nored any longer.

The World Bank is a useful partner and especially its President’s
personal commitment is a strong signal. Though it is a very small
partner, the World Bank is helping to strengthen transparencies of
the projects its funding of small organizations not only of the press
but Chamber of Commerce, local businesses, etc. It is only when
the civil society organizations are strong that democracy takes root
and becomes more durable and sustains good governance.

Mr. Chairman, I would like just to congratulate you and thank
you and your colleagues for convening this hearing. Everyone will
agree with me that in many of our continent—countries—oil has
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not been a source of prosperity. It has led to wars, to civil strife
and to poverty. But this is due more to bad governance and mis-
management, than to the “curse” of natural resources themselves.
So your hearing is sending a strong message, first for transparency
at governance level, and second at private sector level, because bad
governance is not restricted to only governments as many big cor-
porations have not behaved well and they have to behave better in
the future.

Your hearing is an invitation to the private sector, particularly
American private sector, to look at Africa as a new destination for
private investment and where good business can be done. And this
is the message African leaders sent to your country this week from
Dakar during the conference of NEPAD.

Before concluding, Mr. President, though they have certainly
their benefit in it, ExxonMobile and the World Bank deserve the
thanks of Africans for not having given up on Chad despite many
difficulties and continued causes of instability. Personally I see the
critics of the project, whether from our side or from inside Chad,
as something normal and they may help, but without this project,
I do not know where Chad would be going.

The management of this particular project could serve as a model
for future oil exploration and indeed all private sector activities. I
believe personally in continuous effort and I am sure that soon the
case of Chad will be followed by other countries, maybe Angola and
Nigeria. However, two warnings. First, we should not overload a
poor country with many regulations and many conditionalities. In
trying to protect too much, we might weaken the institutions and
the government. I do not like to be misunderstood. We should not
give up on conditionalities, but too many regulations kill the ben-
efit of a project and develop conditions for corrupt practices.

Finally, Mr. President, the remarks whether Chad or Cameroon
are mismanaged are legitimate. However, no high level institution
like yours would have paid any attention to Chad’s domestic prob-
lems if it were not for this project. And I think that if it were only
for that reason, to draw attention of high level personalities like
you and your colleagues, this project deserves support and atten-
tion. Thank you, Mr. Chairman.

[The prepared statement of Mr. Ould-Abdallah follows:]

PREPARED STATEMENT OF His EXCELLENCY AHMEDOU OULD-ABDALLAH (RET.),
EXECUTIVE DIRECTOR, GLOBAL COALITION FOR AFRICA

Mr. Chairman, Members of Congress, Ladies and Gentlemen.

As you know this hearing was scheduled for September 11, 2001. I therefore
would like to take this opportunity to ask that once again we condemn the attacks
?nd.lhave a thought for the victims of the tragic events of that day and for their
amilies.

Mr. Chairman, let me also thank you for inviting me to testify at this hearing
before the House International Relations Subcommittee on Africa. The selection of
the subject “Chad-Cameroon Pipeline: A New Model for Natural Resource Develop-
ment” is indeed important and timely. First it draws attention to the single largest
private sector investment in Sub-Saharan Africa (USD 3.7 bn). In addition, it re-
minds the people and governments of Africa, and especially those of Chad—the oil
producer—that the world is definitively in a new era of transparency, openness and
public scrutiny. Furthermore, at this particular international juncture, when official
aid is in decline and foreign direct investment in Africa is still very low, the whole
framework of the project—its funding, management and overall results—deserves
your continued interest and attention. Its successful implementation will encourage
populations and investors to believe anew in Africa. I just returned yesterday from
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Dakar, Senegal, where I took part in an international conference on the role of the
private sector in African development and entitled “Partnership with the Private
Sector for financing Africa’s Growth through the New Partnership for Africa’s Devel-
opment (NEPAD).”

Mr. Chairman, as you may know, NEPAD is an African initiative devoted to facili-
tating integration of the continent into the global economy. It is supported by the
US and its colleagues of the G-8. A successful implementation of the Chad-Cam-
eroon pipeline project could rightly be considered as one of the first concrete oper-
ation of the NEPAD. This hearing is important because it can help to send a clear
signal and a serious message to three groups concerned with African development:
the private sector—both domestic and international—African governments, and
thirdly their development partners—in particular the international financial institu-
tions, the World Bank, the IMF, and the European Investment Bank. The message
is that now there is a new paradigm for oil development in Africa. Obscure decision
making processes, lack of political and economic predictability, and weak law en-
forcement are no longer acceptable to either the international community or to local
populations. For the last four decades, such practices have prevented Africa from
being a favored destination of foreign direct investment. Despite many business op-
portunities, in many countries, in many different fields—oil, minerals, agriculture,
tourism—the reason external investors have not been forthcoming is due, to a very
large extent, to the unpredictability and pervasive corruption in a number of our
countries.

Obviously the problem is not confined to Chad, or even to Africa, alone. Around
the world we find similar unwelcome behavior but Africa cannot afford it. There is
an urgent need for a new approach to oil and energy development in Africa and in-
deed in the world. It is appalling to note that without a significant exception, oil-
producing African countries have not fully benefitted from the generous royalties
that have accrued. On the contrary, most of them are in a state of slow decomposi-
tion, engaged in civil war, or in the process of post-conflict reconstruction. This is
not the curse of natural resources, but rather the result of unchecked mismanage-
ment and subsequent corrupt practices of some governments and investors. Time for
change is long overdue. A new paradigm that ensures that resources are made
available to states and populations could be in the making as a result of the Chad-
Cameroon Pipeline model.

Today, though democracy remains fragile, basic freedoms and civil liberties are
expanding throughout the continent with a strong contagious effect. Peaceful polit-
ical succession to power as in Botswana, Senegal and Ghana, to mention the three
latest cases, is becoming more and more common practice. Still, transparency is syn-
onymous with efficiency. The point I would like to make is that continued emphasis
on transparency, especially in poor countries, is essential to the well being of all.
Transparency and openness give credibility to government institutions and con-
fidence to domestic and external investors. Hence, in my opinion today’s hearing is
a demonstration of the US Congress commitment to encourage the private sector to
start looking more seriously at opportunities in Africa, where things are changing
positively, even though slowly. In doing so you are also addressing two of the main
root causes of terrorism: political exclusion and poverty.

Mr. Chairman, the Chad-Cameroon pipeline is an excellent example of how a col-
laborative endeavor of governments, the private sector, and international financial
institutions can help to promote transparency for the benefit of the people. Left un-
checked, corruption undermines the real gains from political and economic reforms.
Good governance calls for concrete action on a daily basis. It is heartening to note
that in this project, continuous scrutiny, transparency and oversight by parliaments
and civil society, while not an additional burden, are full part of the undertaking.

In Chad, oil was discovered in 1969 more than thirty years ago. Many obstacles
prevented its early exploitation—and one of them was certainly continued civil
strife. The US Congress’ interest in this project has encouraged efficiency in public
resources management, and the not often mentioned participation of small local
businesses. It ultimately led to the launch of the project a few months ago. It is my
understanding that 40% of the pipeline is already completed and that oil may start
flowing late in 2003 or beginning of 2004, much earlier than planned. There are now
convincing guarantees on the appropriate use of oil revenues essentially for edu-
cation, health and the environment and not for villas on the Cote d’Azur, or in other
temperate climates. Generally, governments attach great importance to their credi-
bility. I am sure that the government of President Deby is now much better in-
formed and more aware of what to avoid doing once an international agreement is
signed. I am also confident that he or any successor President would respect their
country commitment.
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Most partners—private investors (Exxon Mobil, Petronas, ChevronTexaco), the
World Bank, the Government of Chad, and civil society organizations seem satisfied
with ongoing activities. It is interesting to note that all have accepted the World
Bank’s leadership and recognized its capacity to follow-up the transparent imple-
mentation of the project despite its relatively small financial contribution to the
total amount of the investment. This is a positive development for an often criticized
institution and should encourage it to remain engaged in this kind of activities. Dis-
senting calls for continued consultations should be seen as a healthy expression of
Africa’s newly gained freedoms, and not necessarily as irresponsible obstacles or
roadblocks in a rather smooth process. These calls often have the internal dimen-
sions of making a domestic political case, or lobbying for more contracts to be allo-
cated to local businesses. These are legitimate concerns whose satisfaction should
expand the constituencies of the project and its internalization by Chadians.

Additionally, we should not ignore that the Chad-Cameroon pipeline is a test case
watched by many African people as well as governments. Over the long-term, its
effective implementation is of utmost importance to future cooperation between Afri-
can countries and the international private sector. It will have considerable con-
sequences on the management of natural resources throughout the continent. There-
fore, the smooth execution of this collaborative undertaking should continue until
and beyond the day oil starts flowing. It deserves continued attention, particularly
from the US Congress. The success of this project will attract, encourage, and sup-
port present and future investments in Africa. This is a welcome development at
a time when more and more Africans see the private sector as a sustainable basis
for growth and development on the continent. Therefore, none of the partners
should feel free of its commitment. The very credibility of all partners, individually
and collectively, is at stake and should be reaffirmed before and after the oil returns
have reached their treasuries.

Mr. Chairman, in conclusion, the way the project was negotiated, funded and is
now being supervised is a welcome development and an example for future exploi-
tation of Africa’s natural resources. The policy of associating civil society, including
parliamentarian, NGOs and small businesses in the whole process, has been very
constructive. Local legislators should remain involved and briefed on regular basis
by government officials. The Government of Chad should be encouraged to remain
open and accountable. Exxon Mobil—which never gave up on Chad—and its new as-
sociates, Petronas and Chevron Texaco, should also be congratulated for their faith
in a poor, landlocked country. Finally, the President of the World Bank deserves
credit for his personal commitment to this project, of vital interest to the govern-
ment and people of Chad. The environmental, governance and financial account-
ability standards set by the project not only help to ensure that it contributes to
the well-being of the people of Chad, but also herald a new and welcome approach
to energy development in Africa. Mr. Chairman allow me one last word. Frankly
speaking, without this project, very few high level institutions such as the US House
of Representatives would have paid a detailed attention to democracy and trans-
parency in Chad and Cameroon. It is therefore thanks to this project that both coun-
tries’ governance is under a fair scrutiny. If it were only for that precise reason, the
pipeline deserves your full support.

I thank you for your attention.

Mr. Royck. Thank you, Ambassador, for your testimony. Let me
ask you a question, because I think Mr. Rosenblum raises an im-
portant point. We are depending here on the ad hoc intervention
of the World Bank in every instance. He has laid out how the exec-
utive branch has not exactly monitored this. We got your report
this morning, Mr. Rosenblum, and you lay out some ways to mon-
itor exactly how this will take place and I think those are impor-
tant recommendations. I want to endorse some of your rec-
ommendations there, but let us talk about that for a moment. For
the World Bank to audit the oil accounts in Chad is a new function.
How is it going to work? How are we going to make certain that
that ad hoc intervention continues to occur?

Your Excellency, what is your observation, Mr. Ould-Abdallah?

Mr. OULD-ABDALLAH. Thank you, Mr. Chairman. Personally I
think that because the change in the international environment,
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most African governments, including Chad, are more sensitive to
hearings and questions like those we are witnessing today.

Mr. ROYCE. So this oversight is going to be of continued ongoing
importance.

Mr. OULD-ABDALLAH. I think it will continue whether Deby is
President or not. But the oversight is weak because the institutions
and persons are still weak and inexperienced. So we need to
strengthen them thus to keep helping them through the present ar-
rangement. But if we put more conditionalities, the more corrup-
tion you have. We should have conditionalities, but not to overload,
especially when the public service is ill-equipped: No computers or
adequate staff advisors. They are just weak institutions in Chad,
and in Africa.

Mr. Royce. What about resources? One of the observations that
Peter Rosenblum made is that we could provide financial resources
for that very audit condition. Now, that would not take from the
budget in Chad if we are setting up a way that the World Bank
provides these resources for an auditing country. Maybe we can
hear from Mr. Rosenblum for a second about his concept along that
line.

Mr. ROSENBLUM. Thank you, Mr. Chairman. I think it is possible
to imagine various scenarios that would be economically feasible in
which we could be leveraging small amounts of money. There is a
great deal of initiative that local groups are willing to take, and I
know from my own experience often that the presence of an inter-
national organization, whether it is the United Nations High Com-
missioner for Human Rights or a private NGO like International
Human Rights Law Group, when it stations a few people in the
country, is often in a position to work in a very productive way in
capacity building and training and monitoring the conditions in the
country and providing the kind of permanence and constancy that
is otherwise missing in these ad hoc arrangements.

And I would only say then again I think it is important to pro-
vide that link with the international advisory group, which is such
an exciting institutional innovation at the level of the World Bank
and has made some wonderful recommendations but lacks that
continuity.

Mr. RoYCE. Thinking for a minute about the conditions that we
have with the World Bank now, given this monitoring role, do the
witnesses here think that we should continue to evolve this struc-
ture? Should we continue to improve the monitoring and correct
the lack of oversight. Would that be acceptable to other govern-
ments in the future? With the World Bank coming in with this as
a conditionality, might this develop as a template? And let me ask
Don Norland, what is your observation on that?

Mr. NORLAND. As I said in my testimony, each country is dif-
ferent. I, frankly, as I look around Africa am interested in Ambas-
sador Ould-Abdallah’s comments. I see very few countries that
would be willing to make the same kind of concession of sov-
ereignty that the government of Chad did.

Mr. RovcE. On the other hand, it is a $3.5 billion investment.
There are going to be a lot of long-term benefits to a country if it
accepts that.
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Mr. NORLAND. And it has so few options. I think perhaps Mr.
Rosenblum underestimates that the government of Chad has to do
the right things on this subject, because of the great benefits that
are promised.

Mr. RoYCE. Although, he has raised the point that the World
Bank has had three occasions to step in and really remind the gov-
ernment.

Mr. NORLAND. Mr. Chairman, I think that the World Bank suc-
ceeded in changing the behavior of the government of Chad, the
President specifically, on these three occasions is itself significant.
I use the word leveraged. The World Bank has leverage that no
other organization or entity has. And they have used that lever-
age—I happen to have the text of the World Bank announcements
of the kind of leverage they use.

In the case of the 4.5 million that went to arms 2 years ago, the
bank says, it explained to Chad that without the completion of
these actions, the two institutions, that is the World Bank and
IMF, could not propose debt relief for Chad under the HIPC pro-
gram. That is leverage.

In the case of the World Bank’s action to get 6 opposition can-
didates released, and I quote now from a press release,
Wolfensohn’s call carried the implicit threat that the bank with-
draw support from a 3.7 billion oil pipeline Exxon Mobil project in
Chad.

Those are real powerful incentives to do things differently, and
I do believe that we need to review carefully the tremendous effort
that the World Bank has made. I have documents here stacked up
of the World Bank’s effort to institutionalize these arrangements.
I think the TAG is a fine organization, but it has been, to a large
extent, institutionalized by the World Bank already. And I think
there are steps being taken to institutionalize several of the other
oversight revenue management institutions.

Mr. ROYCE. Let us just take a second to focus on what else the
U.S. Government could do to help in this end. First, Ambassador,
if you give me your views on that, and the specifics in terms of
what we can do at this moment.

Mr. NORLAND. Well, I hesitate to try to prescribe further actions
by the U.S. Government because we do not even have an aid mis-
sion in Chad at this time. I do not think our Peace Corps has re-
turned. I look carefully at instruments we could use as leverage to
make a serious contribution to the success of this program.

Mr. Royck. All very good points.

Mr. NORLAND. I would like very much to see, for example, more
training of the key people developing skills to enhance capacity
building, as they call it. This is one of the areas where I am con-
fident in saying that the government of Chad welcomes additional
U.S. Initiatives. But we have been lacking in the resources that are
necessary to take those steps.

Mr. ROYCE. And let me ask Mr. Rosenblum, you laid out some
prescriptions, now give us some other thoughts here, if you would.

Mr. RosENBLUM. Thank you very much. Let me say that I think
that this is the kind of conditionality we are talking about here, is
conditionality on commitments that the government has already
made. This is conditioning money on participation, transparency,
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democracy, a functioning parliament. These are things that the
government of Chad is already committed to, so this is not beating
them with a stick to cut down on their public sector, cut back on
health care, other things we saw in the past.

At the same time, the World Bank itself, in monitoring, cannot
look at certain things. Capacity training, capacity building is excel-
lent, but when the economists for the World Bank told me very
matter of factly that, yes, the people getting capacity training were
from the ethnic group of the President and so what, I was shocked,
but at the same time the World Bank cannot ask those questions
and cannot say what ethnic group are you from, what is happening,
where others were trained in human rights monitoring.

I think this is a place where both the U.S., working through the
World Bank and working independently, can have an effect. Why
not allocate funds such that the World Bank project is linked into
the UN High Commissioner for Human Rights? Why not think in
terms of some of the NGOs from the United States and elsewhere
who have been involved in these kinds of projects and have experi-
ence in helping to build the kind of networks? It has a magnifying
capacity and it resonates.

Mr. RoYCE. I appreciate all the witnesses and their points. I am
going to close with one last question and then go to Don Payne. I
will ask Mr. Tom Walters, is there a chance that the oil revenues
will flow to a Chad government that is unprepared to honor its
commitments? We have talked a little bit about the World Bank’s
ad hoc involvement here. What is your view and what is your view
to date of the World Bank’s ability to keep some semblance of com-
mitment to the original agreement?

Mr. WALTERS. We have had a lot of discussion about the over-
sight groups, and I do not think we really want to lose sight of the
magnitude of the oversight that we have on this project relative to
for sure anything we have experienced in our company. These
groups are in Chad on at least a quarterly basis for one of them,
and the TAG, while as it is not a regular process, is regularly active
on the ground, you know, looking at this project. There has been
a lot of discussion about the bank’s ad hoc involvement, but yet the
bank has committed funds for capacity building, and those funds
are being doled out.

Now on the flip side, it is true, it is going to take a while for the
governments to build their capacity. I mean they are starting from
scratch in many cases. But the funds, the commitments are there.
You know, some discussion about how should the U.S. Government
be involved. It has the perfect conduit to work through the World
Bank to help bolster all the efforts they have got in place right
now.

In the meantime, these oversight groups play a lot of the role
that I think many of you would like to see a government provide
for a project like this. We provide a lot of that oversight by virtue
of checking on our contractors. That is very much documented.
That is very much out in the public domain. So I think what it is
going to take is all of us working together. I mean a big part of
what we think we can bring is a lot of the ethical behavior that
we can portray to the government. We have been working with this
government now for a good 10 years actively in putting together
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these plans. And we do not back down and I think that education
is going to have dividends over the long haul.

Mr. Rovyck. Thank you, Mr. Walters. I am going to go to Mr.
Payne now, the Ranking Member, for his questions.

Mr. PAYNE. Thank you very much. Let me say that I think that
this is a pretty balanced panel. Many instances we just get one side
but I would like to commend our former ambassador and Your
Excellency’s experience in African affairs and to have the rep-
resentative from the company and also Mr. Rosenblum on his re-
search. So I am very pleased that we have an opportunity to have
some of the discussion.

I tend to agree that I think this is somewhat a step in the right
direction. I do not believe that we could have had this years ago.
As I mentioned, the billion from Obasanjo. I do not know why he
would put 2 billion in the bank in Switzerland because I do not
know what you do with 2 billion when you do not even leave your
compound in Abuja.

However, the fact that at least we have a government for what-
ever reason agreeing to these kinds of requests. And as you may
or may not know, I guess, Mr. Walters, I was very, very critical of
Shell and its behavior in Nigeria, the government allowing the
military to use their equipment to bring actually some of their
speedboats to catch some of the people protesting against the—
their behavior in Ogoniland. So I am glad to see that the corporate
responsibility in Africa and other developing countries also is step-
ping up to the plate.

It is difficult for a person to take money illegally for contracts,
for example. I am excluding oil companies. I am not saying that is
what you do. It is difficult for someone to take the money if no one
is offering it to them. So we have to have this transparency of not
only the third world leaders who have been accused and have in
many instances shown corruption, but the corruptee also. In Ger-
many it is a tax-deductible item that they are trying to change and
may have changed, but you just put down how much you paid for
the cost of getting that contract and it goes on your cost of doing
business and is deductible in other European countries. It is not a
crime. Whereas U.S. Companies have had, you know, very strict
laws about that. So I think that this whole corporate responsibility
is growing.

Secondly, I do agree with practically everything you said, Mr.
Rosenblum. However, I do not totally agree that banks cannot real-
ly make a difference because they are not equipped to do it. We
have seen it in the United States where banks redlined, just would
not invest in inner cities during the 1950s and 1960s. They were
not going to change. We made public policy. And there are changes
now once we made the law. Now they do it because they know it
is the right thing to do to end the redlining.

So if you got the money to give, you can make a difference. But
I do think that there has to be a component, as you have men-
tioned. Perhaps they need to have more of a component of social
services, human services or to use the many UN agencies that have
that capacity and are charged to do that around the world. We
even do the human rights watches, the State Department’s annual
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interview and reports on each country in the world and that is
done by our State Department.

So I think that there are a lot of mechanisms that are possibly
there to do. I would just perhaps like to ask does anyone know how
the people of Chad in general feel about the project? Is it wel-
comed? I know there has been opposition from outside of the areas
that was alluded to in one of the testimonies, but is it something
that is welcomed by the people in the area?

And, secondly, I know there has been some work stoppages and
I wonder what is the labor situation in light of—or what has pro-
voked the strikes or job actions? Maybe you could do it, Mr. Wal-
ters.

Mr. WALTERS. First, if I could answer your question about what
do the people of Chad think. I was fortunate in that I was able to
go out in October of 2000 at a ground-breaking ceremony that we
held in Chad and Cameroon and we were very fortunate to have
the Presidents of both countries in attendance at both ground-
breaking ceremonies. And in both cases a tremendous outpouring
of people showed up at those events and I think it demonstrated
to me the fact that from the vast majority of people, this project
is very, very welcome. I mean without this project, I think people
realize the desperate conditions that they are going to live within.

In terms of the issues, the biggest issue boils down to pay. It is
not uncommon at all in Africa and, quite honestly, probably any
place we do work, when work is there, people will always think
that maybe I deserve a little bit more. Some of the issues around
pay were just simple, like defining net pay to people because we
withhold money for taxes and that in many of these countries is
not common for people to experience. So we went through that edu-
cation process early on and that resolved a number of the other
issues, but I think we will always confront the issue of how much
will we be paid for given work.

We do a lot of benchmarking and surveys in these countries to
identify a common pay scale so we do not get outside the norm. It
can cause problems more than it helps. That is the biggest issue
we have on the labor side.

Mr. PAYNE. Let me just sort of conclude, because my time is run-
ning out. I would like to ask Ambassador Ould-Abdallah, we have
heard this being unique. Maybe the circumstances were just right
for these very impoverished countries, but my interest is, well,
what about the future, what about other countries? What about the
Africa Union or former AU? And I think you alluded to the fact
that there was a meeting of some heads of state where they talked
about this. Do you think that this is something an African leader
like yourself or other prominent African leaders who believe in this
could raise as a continuing debate and discussion and to attempt
to actually impose this on other countries?

Like we said, we see the starving and the poverty and lack of
health care when it could be a little bit better. Oil and diamonds
are not going to put food on everyone’s table and make roads in
every city and clean water. However, it can go toward working
against these abject conditions which currently exist.

So do you think that this may resonate, or do you feel there may
be a group of leaders or—that can continually point to this and say
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this ig—that this might be the way to go to get more foreign invest-
ment?

Mr. OuLD-ABDALLAH. Thank you, Mr. Congressman. Yes, I am
convinced that this model is a good example because you have a
good oversight in the making. The oversight could be improved on
two conditions; one in the short-term if members of the oversight
group are given long-term contracts so they know that they cannot
be dismissed.

Second, the best leverage is continued training to make the insti-
tutions, especially the press, business associations, Chamber of
Commerce feel part of a project so it makes them responsible for
its sustainability and understand that it is not about President
Deby but the population of Chad. I personally know very well,
President Obasanjo, long before his return to government. South
Africa is a different situation. They have a tradition of business,
but Obasanjo is committed to transparency. It is not easy, as we
all know, in Nigeria and it is thanks to his commitment and endur-
ance and your overall support that Nigeria got back money si-
Fhoned by Abacha. In fact, in 2 years he got back more than 2 bil-
ion.

I think that the Chad project, if supported, will be a role model,
not only on oil but on all large investment in Africa. People will
know it is part of a way to work today, the same way we had dicta-
torship throughout the continent till 1991, 1992. We have much
more transparency. Today we have 5 to 6 former head of states
who live peacefully and travel peacefully. And this is new and dem-
onstrates Africans capacity to adopt. So this project is going to be
a model, if supported, and its critics like my friend, Rosenblum, are
helpful. However, I personally think that local critics may con-
tribute to improving local business and we need them, Mr. Con-
gressman.

Mr. PAYNE. Thank you very much. Just one last issue and I will
not—because no one here is representing the government, but I do
hope that we do not see the disparity.

As you know, unfortunately religion becomes a part in some of
these issues and it was touched on a little bit by Mr. Rosenblum
but, as you know, in Sudan where the Africans—the Dantu people,
the black people live, and the Christians and the animists area is
where the resources are, but the government is giving absolutely
nothing to them. Not only giving them nothing but, as I have indi-
cated, holding food from them, using food as a weapon, abducting,
using slavery, using modern weapons against innocent civilians.
We do not want to see that.

I think that in addition to these things we have on the ground
that I hope that the oil companies will keep an eye on the govern-
ment which is run by the north, not compare it, of course, to the
government of Sudan which I do not recognize. It is not a govern-
ment. I hope this is diffused before it becomes a problem and the
funds can be disbursed by population.

Mr. OULD-ABDALLAH. Mr. Congressman, I am very happy that
you raise this question. I was the special representative of United
Nations during the crisis in Burundi in 1993-95. It is a small coun-
try with a well educated population. They speak the same lan-
guage, they have the same religion; however, they were killing each
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other in Burundi and in Rwanda. We have Somalia. People with
the same religion and same ethnic group, and they were fighting
each other. Mr. Congressman, my sincere conviction is that it is
more poverty and mismanagement than ethnicity or religion that
are the root causes of violence. With a good model of transparency,
and provided you keep convening hearings like this and you call on
your European friends to do the same and also the leaders of Africa
to do the same, there will be responsible governments to prevent
social unrest, infighting, and civil war. It is the corruption and pov-
erty, not ethnicity or religion, which are the root cause of violence,
in my personal experience.

Mr. RoycE. Congressman Payne, it is interesting that in Sudan
should the environment ever occur where we actually believe the
Sudanese government’s overtures, one of the things they talked
about is the willingness to set aside part of the oil revenues for the
people of southern Sudan. I raised with the Special Envoy for
Sudan, Senator Dansforth, the idea of looking at the Chad-Cam-
eroon pipeline as sort of an example of something where the World
Bank would audit, would make certain that the revenues were
spent in an agreed-upon way. Tom Sheehy and I have had several
conversations where we have tried to lay out for Senator Dansforth
this concept to see if that can be put in motion, and I would like
to talk to you later about it.

Mr. HILLIARD. I would like to be on the discussion, too.

Mr. RoycE. Congressman Hilliard.

Mr. HILLIARD. First of all, let me thank you, because I think this
is somewhat of an honor here and we do not generally have hear-
ings based on projects. Generally there are other issues involved
and it is always something that has happened after the fact or
something we wish to prevent and it does not relate to economic
development or especially on a particular project.

First of all, let me start by saying I like the model that I see
shaping up, and perhaps a year or so ago, I was involved in looking
at it from another standpoint. But I do have some concerns about
some of the things I have been reading and some of the things I
have heard, and perhaps some of them may not be correct and, if
so, I would like to hear from the panel.

The question is, what are some of the short-term liabilities? And
in reference to that, let me point out some of the things I have
heard. I understand that there is a shortage of professionals, espe-
cially teachers and others, that have abandoned what they have
been doing and seeking jobs in the area dealing with the pipeline.
Not necessarily that that is good or bad, but I understand it is bad
for those persons who need teachers and other professionals who
cannot get them.

I also understand that there is some possibility of a boom-and-
bust type situation, especially in the framework of the budget, hav-
ing so much money available in a place where it has not been be-
fore, and the potential of greater income in the future creating
some friction among those involved in trying to formulate a budget
in the future.

I understand there are some problems in some of the framework
that was in the agreement, and beyond that, I would like for some-
one to address what happens if the framework is not adhered to?
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Does that mean that the World Bank would have some revocational
powers or some suspension powers, some power to stop further loan
activities in the region, in the country? And I would like for each
one of you to address those, if you would, especially the one dealing
with short-term liabilities.

Mr. WALTERS. Thank you, Congressman Hilliard. With regard to
your first question about the school situation, we have heard the
same reports and we have gone back to those schools that were
identified to have problems and found that indeed the schools were
still operational. There are teachers that were looking for jobs and
were interested in jobs and some of those have come to the project,
but that has not impacted the ability of the schools to continue to
function.

Now one thing in learning from that experience is we are making
sure we are getting out the message to people that the project con-
struction activities are short-term in nature and they will go away,
and we have encouraged particularly teachers to stay on the job be-
cause of that fact.

Now that kind of ties into your next question, the question of
boom-and-bust, and I think that is really one of the beauties of the
way this project was designed. We create a lot of jobs, a lot of indi-
rect spin-off benefits from the project in the construction phase
that generates a lot of jobs for people, a lot of money being pumped
into the economy. What couples with that, then, is this revenue
management plan. Once the construction activities are finished,
there will still be some drilling work that continues to go on so
there will still be many early project jobs, but now you are starting
to generate the revenue, and that is essentially instantaneous, and
the government will be able to see dollars from oil flowing through
the pipeline. So that is how this comes together to hopefully pre-
vent a boom-or-bust type environment in Chad or in Cameroon.

In terms of problems with the framework, I am probably the
wrong one to ask since it took us a heck of a long time to put this
deal together. I mean a lot of people have had comment on this
thing, even trying to close it when we got serious about closing this
thing. You have to realize that not only was the World Bank in-
volved, U.S. Ex-Im Bank, COFAS in Europe, we had the European
communities and about every agency in Washington talking to us
about issues that they had when we were bringing this to closure.
And one of the things that I think that really caused to occur at
the very end was installation of this IAG group into the World
Bank.

So I think through the collaborative efforts of everyone we put
together what we think in the end is a pretty good agreement for
all the parties involved.

Mr. NORLAND. I might just comment that one of the problems in
this project is exaggerated expectations. This will have a great im-
pact on the country, no question, but it will take time, and the ac-
tual process by which these revenues are going to be allocated is
still under discussion. But to mitigate this problem of enhanced ex-
pectations, one of the things that was recommended very early on
was a strategy of communications to keep the people informed
about the status of the project, what they could expect, trying to
hold them in their current jobs. I have seen broadcasts telling peo-
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ple to stay home because they can till the soil, their products will
be useful to the project, they should be sold or help to feed the peo-
ple. That strategy of communications was not well implemented.
And I even have the World Bank—a document on that subject in
which they acknowledge this. They say it was too slow in being ap-
plied. I think progress has now been made. But that is a very im-
portant dimension of trying to, as I say, soften the expectations of
the people in general.

You are right, there is inflation in the country. That is evident
from reading the press. There is social disruption. There is an in-
migration, they call it, from other parts of the country that has se-
rious implications, but it can be controlled. And I have noted in
talking with World Bank and other people that there is awareness
of this and a serious attempt to try to moderate the effects.

Mr. ROYCE. I guess the last word will go to Mr. Rosenblum.

Mr. ROSENBLUM. I will try to keep it short and pleasant. I think
that all of the problems that we are seeing as short-term problems
were problems that were being discussed 3 years ago as the project
was being planned and it is the reason why many of the NGOs
were asking for a moratorium. There are good reasons why there
could not be a moratorium, but if you read the reports of the IAG,
there is one thing they keep hammering on, that there is two
speeds to this project, the pipeline moving forward but none of the
infrastructure support for civil society or monitoring is going for-
ward, and they point out that the government still has not given
authorization to the EPOZOP, the group of peasants that represent
the people on the ground.

The best protection we have, the best way of knowing what is
going on on the ground is, that the people are allowed to speak, al-
lowed to gather freely in order to tell us what is happening, and
that is not happening, and we have to be aware of that. The glass
could be half full as viewed by Mr. Ambassador. I see the half
empty part and I am fearful we are setting ourselves up just for
looking back, just as the IAG is telling us. In 2 years the money
is flowing. It has been wasted away. The compensation has been
spent. Two years ago when we talked about compensation, I spoke
to people from Exxon Mobil and they said we have to have schemes
in place with NGOs to make sure the people do not just get the
money and spend it on drink or whatever else so it disappears.
Those NGOs are not there and things are not happening, and we
are in a dangerous, dangerous position of seeing the boom turn to
a bust that will leave the United States there in the dust.

Mr. PAYNE. I would hope that we can talk to each other so we
can try to prevent some of these things from turning the corner.
I want to say I want to commend Exxon Mobil for its support of
an educational project in Africa. The Discovery Channel is doing
rural education through solar and all that, and I do want to at
least compliment your company for supporting education, which is
extremely difficult in the most rural parts, and it is being done
through the support that you all have given to the Discovery Chan-
nel.

Mr. ROYCE. In closing, let me say that one of the issues that you
have all brought up today is the importance of us continuing good
oversight on this to make certain it does stay on this path. We are
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committed to doing that and we are going to follow through on
that. Congressman Payne and I will be in touch with you in the
future. Let me at this moment thank you for taking the time to
come over to DC to testify to us today and put together your re-
ports, and we will circulate those. Thank you so much again. We
are now adjourned until our next hearing.

[Whereupon, at 4 p.m., the Subcommittee was adjourned.]
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