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In early October, Chad joined the club of oil-exporting coun
tries as a result of a unique agreement between its government,
a consortium of oil companies, and the World Bank. This
partnership, known as the Chad-Cameroon Petroleum
Development and Pipeline Project, could change the destiny
of Chad and its 7.5 million inhabitants. The project has gen
erated debate regarding whether it could serve as a model for
future projects: if successful, not only would it significantly
reduce poverty in Chad, it could also encourage other mineral-
rich developing countries, multinationals, and aid agencies to
emulate it. Moreover, this unique pipeline could overcome
the so-called “oil curse” that oil-exporting countries have tra-
ditionally suffered by ensuring that petroleum revenues are
channeled towards national development. Perhaps due to the
importance this project plays in an economy with few natural
resource alternatives to oil, Chad has embarked on a path with
the World Bank to minimize the risk to private investors. The
country also committed to an ambitious program of reforms,
including a broad-based consultative process to feed into
project design, an oil revenue management plan, capacity
building and structural reforms, and the creation of external
controls. Nevertheless, the initiative is not without its chal-
lenges. Indeed, guaranteeing that oversight mechanisms and
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good governance standards are realized
and enforced, as well as ensuring that
political stability is maintained in a
country with a history of political volatil
ity are essential to the project’s success.
The future holds promise for the people
of Chad and their government if, in
partnership with the foreign entities,
they prove able to reap the benefits of this
lucrative opportunity. The lessons
learned as a result may inform, and her-
ald the onset of, a new generation of
development projects.

Background. Given Chad’s geography
and economy, and the involvement of
the World Bank as a broker, the Chad-
Cameroon pipeline represents what is,
for now, a unique confluence of circum-
stances. Chad is a landlocked country,
generating high transportation costs and
constraining trade. According to the
UNDP, Chad remains the fifth poorest
country in the world with an infant mor
tality rate of 54 per 1,000, a life
expectancy of 46 years (1990), limited

access to basic social services, a GNP per
capita of $160, and 80 percent of the
population living on less than one dollar
a day. Nearly half its territory is unsuit
able for human habitation, with 67 per
cent of the country’s land being arid.
Agricultural products, mostly cotton,
have represented 90 percent of all
exports and decades of ethnic and
regional conflict until the early 1990s
ruined the country’s economy. Although
petroleum was discovered in the 1960s,
civil wars prevented the development of

oil fields until the 1990s.1 Other than oil,
Chad’s natural resources are limited.
Thus, exploiting petroleum is an indis
pensable opportunity for the Chad.

The program is itself the result of
lengthy negotiations begun in 1988, when
Chad and a consortium of oil companies
signed an agreement that provides a 30-
year concession to exploit oil resources in
the Doba region of southern Chad. The
original companies in the consortium
were Exxon, Royal Dutch Shell and Elf
Aquitaine (which was since replaced by
Petronas and Chevron). The project
involves an investment of $3.7 billion to
develop three oilfields and export the oil
through a 1,070 km pipeline across
Cameroon. In addition, the potential
hazards of Chad’s isolation and history of
conflict motivated the companies to seek
the participation of the World Bank to
help mitigate the risk. The World Bank
agreed to support the project on the con-
dition that environmental standards be
enforced, transparency ensured, and
guarantees given that would Chad adopt

structural reforms (including an oil rev-
enue management program) to manage
oil receipts that could more than double
state income. Chad’s oil resources were
undeveloped at the time the agreement
was signed, due to its lack of expertise in
the oil industry and limited financial
capacity. As a result, Chad submitted to
stringent conditions to receive technical
assistance and international funds.

Although the World Bank’s share of
the total financing is small, its participa
tion has been critical in attracting

Chad has few alternatives to the pipeline for
financing economic development. 



investment from other financiers, as well
as ensuring environmental and social
safeguards in project implementation;
imposing strong conditionalities intended
to minimize the risk of oil revenues mis-
use, which have resulted in the develop-
ment of an Oil Revenue Management
Program; raising project visibility both
locally and internationally. Moreover, this
visibility has meant that NGOs and acade-
mics have actively informed the debate
around the project’s perceived weaknesses,
in particular those related to its revenue
management plan—and the pressure from
these groups may have convinced involved
parties to improve the plan.

These stipulations do much to further
the aims of the international community,
but the economic leverage applied on a
nation with limited alternatives raises
interesting questions regarding sover-
eignty and the use of financial power.
Indeed, Chad has few alternatives to the
pipeline for generating revenue and
financing economic development and, as
a result, it accepted numerous con-
straints in order to bring the project to
fruition—not, however, without negoti
ating. As Ahmedou Ould-Abdallah,
Executive Director of the Global
Coalition for Africa, and others suggest,
“the government has accepted something
very difficult to endorse a few years ago by
any African government.”2 Indeed, this is
the first time a government has commit
ted in advance to allocate its oil revenues
expressly to priority sectors (the oil pro-
duction region and to a fund for future
generations) and to undertake reforms to
prepare the oil economy. It is also the
first time a government subjected itself to
such an intense level of auditing and
monitoring at the hands of domestic and
foreign entities. Moreover, during the
construction period, Chad submitted to

several express World Bank demands to
rectify malpractice such as its 1999 agree-
ment to release a former congressman
who had been arrested partly because of
opposition to the pipeline and its 2001
agreement to release six opposition can-
didates arrested following the presidential
election. In addition, the country took
corrective measures after it bought
weapons with $4.5 million of a $25 mil
lion “signing bonus” that it obtained at
the project’s onset. The rest of the signing
bonus was strictly allocated to priority sec
tors for poverty reduction. This potential
“infringement on sovereignty” has
required the weight of an international
institution like the Bank—the principal
source of international funds for Chad—
and the constant pressure brought about
by inquiries by the media and NGOs.
This degree of flexibility reflects the high
priority that Chad attaches to this project,
and highlights several of the complexities
associated with this model of leveraging
transparency, which has many potential
benefits—and potential costs.

Innovations and Potential
Benefits. The strengths of the Chad-
Cameroon pipeline are two-fold: It has
unique potential to improve the political
and economic conditions of Chad; and
its design, although unique, could be the
foundation of project model that could
be grafted onto other contexts—several of
the pipeline project’s elements can be
replicated in natural resource extraction
in other developing countries. One such
feature is the consultation scheme
undertaken during the project’s plan-
ning and design phase, in which an
extensive and broad-based consultation
process took place that included approx
imately 900 village meetings, 145 meet
ings with international NGOs (project
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supporters and opponents), and discus
sions with scientists and environmental
engineers. The scope of the consultation
was unprecedented, particularly at the
village level, and contributed to
improvements in implementation plans.
For example, results from the consulta-
tions led to the reevaluation of a
Compensation and Resettlement Plan
for Indigenous People and the rerouting
of the pipeline in Cameroon.3

The project’s major innovation, how
ever, is a joint effort by the World Bank
and Chad to build a new legal framework
to create the conditions for sound oil
revenue management. The keystone is
the Oil Revenue Management Program,
a political compromise between Chad,
the World Bank, and civil society (inter-
national and Chadian NGOs).
Negotiated over five years, the program
was adopted in 1998 and has two aims: to
channel oil revenues towards priority
sectors for poverty alleviation (health,
social services, education, infrastructure,
rural development, environment and
water); and to strengthen oversight, and
to ensure that oil revenues benefit
national development and are not
siphoned off. This initiative has resulted
in the adoption of a legal framework that
has as its foundation new national oil
revenue management legislation. The
Law on Oil Revenue Management allocates
direct oil revenues (i.e. from royalties
and dividends) to the priority sectors and
the oil producing region and provides
for the creation of a trust fund for future
generations.4 This legislation, refined
further, by a series of implementing
decrees that created, in addition to the
usual supervision institutions (the
Supreme Court and the Auditor
General’s office), an ad hoc oversight
committee in the Collège de Contôle et de

Surveillance des Revenus Pétroliers (CCSRP),
composed of civil society representatives,
parliamentarians, officials from Treasury
and the Central Bank of Central African
States (BEAC), and a Supreme Court
judge.5 The implementing decrees have
also designed mechanisms for oil rev-
enues sterilization and stabilization that
give the BEAC a critical role in control-
ling the repatriation of oil revenues
deposited in off-shore accounts as well as
in the effort to avoid excess liquidity.6

Nevertheless, critics note that building
a new institutional framework does not
guarantee good management of oil
resources: additional strategic capacity
building initiatives and structural
reforms must be undertaken. Therefore,
in 2000, the World Bank approved
$37.8 million in loans for the Petroleum
Sector Management Capacity Building
Project and a Management of the
Petroleum Economy Project that aim to
provide the government with environ
mental, social and technical capabilities
to develop and manage Chad’s petroleum
sector and to increase efficiency, trans-
parency, and accountability of public
financial management. These activities
are part of a larger economic develop-
ment strategy signed in 2000, which
prescribes restructuring the national
legal framework to improve efficiency in
policy decisions, increase accountability,
and reduce corruption.7 Thus, the
prospect of new resources from the
Petroleum Project has accelerated the
implementation of structural reforms by
making these reforms urgent and provid-
ing incentives to carry them out. 

Beyond these domestic reforms, the
promise here is that other innovations
(for example, the creation of external
control entities to oversee the develop
ment of the pipeline) could be replicated
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in other developing countries seeking to
increase transparency and compliance
with pre-set rules. In the case of Chad,
the World Bank appointed an interna-
tional supervisory organization, the
International Advisory Group (IAG), in
2001 to report its observations on the
implementation of the project, such as
revenue allocation, the participation of
civil society, governance and human
rights, environmental management,
social impacts, and potential future issues
in need of redress. In addition, an engi-
neering consulting company, which
formed the External Compliance
Monitoring Group (ECMG), monitors
compliance of the oil companies to the
environmental management plan and
performance of the capacity-building
projects. Finally, virtually anyone can
exercise control over compliance with the
World Bank’s policy by filing complaints
before the World Bank’s independent
Inspection Panel.8 Thus, the World
Bank’s involvement in the Chad-
Cameroon pipeline marks it as a unique
endeavor; it remains to be seen whether
this model will prove successful in a
potentially turbulent climate and, if so,
whether it can be exported. 

New Dangers and Remaining
Challenges. Although the World
Bank-brokered scheme has the potential
to barter economic development for
good governance while mitigating invest
ment risks attached to the project, it is
still faced with appreciable challenges—
both technical and geopolitical—to its
overall success. Despite the controls
established and progress achieved since
1998, limitations to good governance
persist and signal the difficulty of
sequencing political reforms, capacity-
building, and infrastructure construc-

tion, which have differing time frames.
Thus, soon after the start of the pipeline
and oil field construction and the imple
mentation of political and economic
reforms, IAG reported major discrepan-
cies in the speed of completion of com
mercial and institutional projects. In
short, the construction is moving forward
faster than planned and the capacity-
building is lagging behind.9 Since then,
the “two-speed problem” denounced by
IAG has not been resolved, and Chad’s
ministries, Parliament, and the Collège still
lack the capacity to fully carry out their
missions.10 Dinanko Ngomibe, the budget
director in Chad’s Ministry of Finance,
declared to journalists last June that “in
terms of human capacity, we’re not ready
yet.” He notes that “less than 25 percent
of [his] colleagues in the civil service know
how to use computers, even when the
electricity works.”11 This lack of human
resources poses serious challenges to the
efficiency of the allocation of oil revenues
and weakens the capability of those acting
as checks and balances.

In addition to a looming lack of capac
ity, the government’s behavior, especially
that of President Derby, presents another
threat to the sound allocation of oil rev-
enues. A slew of issues, including human
rights abuses, political repression, gov-
ernment distrust of freedom of informa-
tion, the use of a portion of the signing
bonus to buy arms, and the interdiction
of the local association EPOZOP, contra-
dict the government’s stated commitment
to political reform and the revenue man-
agement plan.12 In the short run, the
World Bank has been able to use its polit-
ical leverage (by threatening to withdraw
support from the petroleum project or to
not provide debt relief to Chad) to cor-
rect the President’s misbehavior; to a cer-
tain extent, international scrutiny has also
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maintained pressure on the Chadian
authorities. But it is unclear what will
happen when the World Bank’s leverage
and public scrutiny wind up as years pass
and oil revenues increase. Also in ques-
tions is whether the Collège, the new
Auditor General’s Office, and the
Supreme Court will be strong enough to
counterbalance the political power of the
executive and prevent oil revenue mis-
management. These questions are criti-
cal, as much rests on how the Collège’s
authority will be exercised in practice.
Indeed, in the absence of a strong civil
society that holds the government
accountable and compels it to honor its
commitments, oversight of government
spending of oil revenue and ensuring
compliance with the legal framework falls
heavily on the Collège. Its ability to do so
effectively will depend not only on finan
cial and human resources to carry out its
mission, but also on the effective cooper
ation of the ministries and the enforce-
ment of the Supreme Court’s decisions
in the event of violations.

These challenges of good governance
crystallize many of the criticisms of the
Chad-Cameroon pipeline model. Thus,
some development experts and NGOs
have rejected the validity of the model a
priori, accusing the World Bank of “cor-
porate welfare” and suggesting that “the
private sector risk [would be] comfort
ably cushioned by public funds intended
to help the poor in a politically unstable
area of Sub-Saharan Africa.”13

Nevertheless, many observers recognized
the efforts pursued by the World Bank
and Chad, but stressed that political and
institutional capacity reforms cannot be
developed alongside infrastructure con-
struction and many argue that the former
must precede the latter. In other words,
the World Bank has emphasized the

building of a legal framework and insti-
tutions, but has overlooked the impor-
tance of governance, human rights, and
political capacity, as well as the time nec
essary to make improvements in these
areas. A lack of human capacity and the
persistent fragility of Chad’s democracy
corroborate this thesis. Indeed, the pri-
mary contributor to this lack of prepara-
tion is that the World Bank has not tradi-
tionally tackled corruption and governance
malpractices, has little experience in
strengthening civil society, and is arguably
not equipped to do so. Consequently, the
World Bank could have benefited from
the involvement of other organizations
more competent in dealing with those
issues. Thus, any future application of
this model would need to rely heavily on
an array of agencies whose technical assis-
tance in fighting bad governance and
strengthening civil society could be
brought into play. 

In addition to the problems of imple
mentation and logistics associated with
the project, the case of the Chad-
Cameroon pipeline demonstrates limi-
tations to the model that could be dra-
matic in terms of both economic impact
and political stability. Indeed, in the
worst case scenario, if the weaknesses of
the project prove to completely under
mine the oil revenue management
scheme, then the “oil curse” would strike
Chad (as it surely would without the pro-
ject’s unique mechanisms), creating
major economic distortions (atrophy of
other productive sectors, expansion of
the non-tradable sector, appreciation of
the real exchange rate, waste, unsustain-
able public expenditure, rent-seeking
behavior), and increasing corruption
and theft. In a less pessimistic scenario,
these weaknesses would only limit the
potential benefits of the pipeline project
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for poverty alleviation. At best, with
improvements in the oil revenue man-
agement scheme and in the areas of
structural reforms, human resources,
and governance would continue as they
have throughout the preparation stage
and improve the lives of the poor.

At stake in the pipeline project is not
only Chad’s economic development, but
also the goal of achieving political stabil
ity through poverty reduction—a situa-
tion that could, in fact, be worsened as a
result of the project’s failure. As the
neighboring countries of Sudan and
Nigeria exemplify, the lure of gain from
oil encourages the battle for power and
civil unrest opposing oil producing
regions and governments. Therefore,
badly-managed and unfairly-distributed
oil revenues are a major threat to stabili-
ty and national development, a particu
larly pressing concern given Chad’s long
history of violent ethnic and regional

rivalries. To mitigate this risk, 5 percent
of the royalties are earmarked for use in
the oil producing region, and an accom-
panying Regional Development Plan is
being implemented. Nevertheless, many
observers protest that both are inade-
quate. The 5 percent is supplementary to
other expenditure, and the true question
is of how much will be allocated to this
region in the rest of the budget lines. The
risk here is that funds allotted to differ-
ent regions put the Doba region at disad-
vantage, thereby reigniting ancestral
antagonisms between North and South,
and even sparking claims for autonomy
in the South. 

This risk is all the more significant as,
besides a provision calling for alternating
membership of representatives of the
Muslim and Christian communities in
CCSRP, ethnic and religious considera-
tions were arguably not properly taken
into account in the project’s design. The
fact that most of those who received
training from the World Bank before the
project was approved belonged to the
same northern ethnic group as President
Derby also fuels fear that this group may
attempt to hoard oil revenues to the
detriment of the rest of the population.14

Therefore, if the project fails to guaran-
tee concrete improvements in the lives of
the whole population, domestic political
stability will be threatened.

Should Chad confront domestic con
flicts, not only could civil wars within
Sudan and the Central African Republic
(CAR) propagate, but tensions between
Chad and its neighbors could also

reemerge, further threatening Chad’s
stability. Indeed, Chad must currently
cope with an influx of refugees in the
South and increasing tensions along its
border with the CAR, which is violently
shaken by an internal conflict.15

Similarly, Chad is fighting an invading
militia from Western Sudan and is facing
the penetration of nearly 70,000
Sudanese refugees fleeing attacks in
Sudan’s western region, where govern-
ment forces and rebels are fighting.16 This
situation threatens Chad’s security and
could encourage President Derby to use
oil revenues to strengthen his army at the
cost of economic development. The dis
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astrous experiences of other African oil-
producing countries should raise
Chadian officials’ vigilance and persuade
them to appropriately manage the coun
try’s oil resources in order to avoid sink-
ing into civil unrest, a situation that its
neighbors could exploit. Indeed, in a
weakened Chad, Libya and Nigeria,
which have territorial ambitions in Chad
and supported Chadian armed groups
during the three decades following its
independence, could represent an addi-
tional threat.17 As far as Cameroon is
concerned, the common interests
around oil exports should maintain sta
bility between the two countries.
Therefore, while current border clashes
are troublesome, it is not clear at this
time how oil revenues will play in Chad’s
relations with its neighbors other than
Cameroon.   

Conclusion: A Viable Model?
Since the onset of the Chad-Cameroon
Petroleum and Pipeline Project, the
environmental, social, and political safe
guards that the World Bank and Chad
established have gradually improved.
Today, as Chad sends its first barrels of
oil to market, the Oil Revenue
Management Program and accompany-
ing structural reforms will soon be tested.
Success will depend in large part on the
performance of Chad’s new legal frame-
work and its enforcement, as well as on
the continuing efforts at macroeconom
ic reform and strengthening state capac-
ity and oversight. Positive signs are evi-
dent, as the World Bank’s involvement,
pressure from NGOs and the expecta-
tions surrounding the birth of the oil era
in Chad have already led to the imple-
mentation of numerous reforms.

Although Chad’s preparation for the
oil economy is uncertain, the efforts to

create the conditions for sound oil
resources management could provide a
model for other mineral-rich developing
countries to “bring to fruition the
potential positive impacts” of petroleum
projects.18 In particular, some countries
could replicate Chad’s legal commit-
ments to distribute oil revenues accord-
ing to a specific development strategy.
Other countries—especially those in
which different national authorities con-
flict—might mirror the oversight mecha
nisms and establish an independent ad
hoc committee similar to the Collège, and
even empower this authority to settle dis
agreement within the power structure.

To what extent other mineral-rich
countries will follow the model pro
posed by this project will not only
depend on the success of the project in
terms of economic development and
political stability, but also on the will of
governments, companies, and interna
tional or bilateral aid agencies to make
similar commitments to those made in
this project. Even if the project fulfills
the expectations it raised, it is not cer-
tain whether other governments would
agree to implement identical reforms to
Chad’s, though it may be in the long-
term interest of their populations and
leaders. Nonetheless, the model that the
Chad-Cameroon pipeline project pro
vides could encourage reluctant interna-
tional institutions to pressure and
accompany governments in adopting
structural and political reforms in
return for their support in bringing
other investors to the table. Only time
will reveal whether the Chad-Cameroon
pipeline can achieve its economic and
political goals, and if the innovations
born of this unique arrangement can
provide the blueprint for future geopo-
litical and developmental change.
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