











Experts who fried several times to inquire about the
management of revenues in the hydrocarbon sector,
was unable to receive the necessary information
from the government (UN Group of Experts, 2006a).
Another interesting point is that oil production
increased significantly in 2002—the same year the
rebels attacked Céte d'lvoire. This means that the
Ivorian government had access to additional financial
resources at a time of high military expenditure. Due
to the lack of transparency, the UN experts called
for “special attention to the use of revenue from the
petroleum sector”, for they suspect the government
to have used revenues from oil “to defray military
expenses or to finance services that are subject to
sanctions” (ibid, 2007, p. 19, p. 3). Hence, presumably,
oil incomes may have covered a considerable share
of military expenditure.

In order to achieve more public scrutiny, a change is
needed on the globallevel, foritis common worldwide
practice that oil confracts stay confidential (Al-Kasim
et al., 2008). The secrecy surrounding the oil sector is
enhanced further due to the difficulties in monitoring
extraction figures, since oil is often exploited off-shore
and mainly shipped directly for export. This is why
opacity and corruption in the oil sector are even
worse than in the cocoa and coffee sector. Whereas
royalties go into the freasury, nobody knows how
much is paid through other channels; according
to a high-ranking official in Brussels it is certain that
"companies pay corruption money on the side.”'®

With the construction of the new Cbéte d’lvoire Peace
Refinery by Energy Allied International (mandated by
PETROCI Holding), Cbte d’lvoire is currently increasing
its potential activities in oil refining. The objective is
to produce commodities for the West African region
as well as to supply the European and US American
markets (EAI, 2008). This refinery, like the already
operating refinery of SIR, mostly does not use Ivorian
crude oil, as its quality is already very high. To feed the
Peace Refinery's capacity of 60,000 b/d, oil supplies
are mainly bought on the West African markef,
particularly Nigeria. Nigerian oil previously entered the
Ivorian market through legal and illegal supply chains.
In 2003, Human Rights Watch reported on illegally
bunkered oil sold to the Ivorian refinery (SIR) and
on lvorian nationals who had been arrested by the
Nigerian navy for oil smuggling. The Ivorian Minister of
Mines and Energy, Monnet, “admitted that much of
the crude oil delivered to his country was stolen from
Nigeria” (HRW, 2003). It is not sure whether this situation
has yet been redressed, because in 2006 Nigeria
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accused SIR of using oil, which had been stolen from
pipelines operating in the Niger Delta (Africa Energy
Intelligence, 2006). Should this be the case, it would
mean that Ivorian oil industries have fuelled more
than one violent conflict.

3.4.3 Fuel for peace?

Currently, the Ivorian public has no clear idea of how
much wealth is being generated by the extraction of
oil in their country. At least, some first steps towards
fransparency in the extractives sector were taken:

In April 2006, an QOil Council/ Committee (Decree No.
2006-68, of 28 April 2006) was created to optimize
the state's revenues from the hydrocarbon sector
and to monitor the use of these revenues. It regularly
(quarterly) reports to the Council of Ministers on
physical and financial flows in the hydrocarbon sector
(Diby, 2008, p. 41; Alakagni, 2008). In the budget
published for March 2008, the government declared
revenues from turnover taxes in the oil sector to
amount to Francs CFA 14.5 bilion (€22.1 million).
Crucially, however, the information shared within
these bodies is not made available to the public at
large.

In addifion, pressure from international donors, mainly
IMF and WB, was heeded with some success: The
Ivorian authorities completed two energy audits after
May 2006. The first audit investigated the extraction
levels of oil and gas, the second ‘refining, storage,
and onward delivery (SIR)” (Diby, 2008, p. 57, 41). A
2008 IMF staff mission to Céte d'lvoire "welcomed
important progress in improving fiscal fransparency
and governance” (IMF, 2008b). However, PETROCI,
SIR and the relevant ministries were very reluctant in
the first place to disclose information and to allow
the auditors to carry out their job (Africa Energy
Intelligence, 2007). Furthermore, the information
would be much more credible, had the government
made the results of the audits public.

Obviously, these first steps towards more tfransparency
in the extractive industry sector were not sufficient
to bring light into the revenues from oil production.
Therefore the Ivorian civil society initiative “Publish
What You Pay” (PWYP) has made information of the
public and fransparency in the extractives sector its
major goal. They have called for the adherence of
Cote d'lvoire to the Extractives Industries Transparency
Initiative (EITl), and consequently, Cote d'lvoire was
accepted as a candidate country on 7 May 2008
(see Chapter 2.3.1).
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The National Council of EITI (Conseil National ITIE)
should be able to finally settle the fight over the
production and revenue numbers in the hydrocarbon
sector. The council comprises representatives of
the government, industries and civil society. An
independent consultant has started the data
collection process of payments and revenues. As
with the formal adherence to the Kimberley Process
in the diamond sector, there are doubtfs whether
the government is pursuing transparency or rather
complying with demands of IMF and WB in order
to receive their funding.'®? Another problem is the
composition of the National EITI Council. Although
the participation of civil society groups from NGOs,
frade unions and the media is ensured in the Council,
the composition is such that the quorum to take
decisions is attained by the government-side alone,
raising fears with the NGOs that they are sidelined.!
At least by now, the International Secretariat of the
KP has decided that the IEITI Council must publish the
position of the civil society groups in case it differs from
the decision taken.'* Budget execution statements
are now published quarterly, and are available on the
homepage of the Treasury (www.fresor.gov.ci).

Another positive sign was sent by President Gbagbo
in July 2008, when he announced that the sharing
convention between the government and the oll
companies should be revised, increasing the shares
of the state fo more than the current 12 percent
(AFP, 20 August 2008). This measure could represent
the beginning of a comprehensive revision of the oll
confracts and the disclosure of all documents and
contracts relevant for the oil sector, as asked for by
the Ivorian Coalition pour le plaidoyer anti-corruption
et la transparence en Cote d'Ivoire (Copat-ci).

Several times, the leader of the Ivorian PWYP coalition
was interviewed by Ivorian newspapers reporting
on the discrepancy in the figures advanced by the
government and those from the BCEAO and the IMF.
Thus, the opacity in the oil sector, and for an even
longer time in the cocoa sector, has been raised as
an issue in public. The question is to what extent the
leaders of the country take note of this. Among the
ruling FPI, the logic of ‘grab what you can as long as
you still have the possibility to do so’ seems to prevail
over the fear of not being re-elected in the pending
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the IMF has approved Emergency Post-Conflict Assistance (EPCA)
for Cote d'Ivoire. By March 2009, Céte d'Ivoire qualified for debt re-
lief under the HIPC initiative (IMF, 2009a) (see Chapter 2.2.3).
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elections. With an active civil society that mobilizes
citizens to claim fransparency and a fairer share in the
economic rent of resource exploitation, change might
lay ahead. Already in 2008 have Ivorians frequently
taken their grievances about rocketing food and fuel
prices to the street.

Imperatives in the oil and gas sector

The oil and gas sector of Céte d’lvoire has become
an important source of revenues for the Ivorian state.
Unlike for cocoa, diamonds and to a lesser extent
gold, the FN did not have access to this resource,
while the government may have used income from
this sector to sustain its war effort.

Despite the long-lasting crisis, the exfraction of oil
has contributed to economic growth (BCEAQO, 2007).
However, aggregate GDP figures do not tell us
whether the majority of the population has profited
from overall economic growth as the majority of
the Ivorian people can only share in the profits very
indirectly—contrary to the cocoa sector, where at
least each cocoa farmer receives his or her small
share. Therefore, it is all the more important that these
revenues are managed in a transparent, accountable
and responsible manner, and that public revenues
are spent on social and economic infrastructure.

To achieve this, the current efforts to increase
fransparency must be strengthened. Both the
government and oil companies—under pressure by
Ivorian society and the international public—need to
commit themselves to disclose contract provisions and
production figures. There is hope that changes in the
oil sector are can be implemented more easily than
in the much older and entangled cocoa sector.'®®
An important outcome of the upcoming elections
of November 2009 may be that the future political
opposition will be much more insistent on issues of
fransparency than the political parties are now under
the power-sharing agreement of the OQuagadougou
Accord. Given the elections will be held in a free and
fair manner, the resulting power configuration can
only improve accountability compared to the current
sifuation—a situation where political parties, which
form part of the fransitory government are more
inclined to take what they can, than to put pressure
on other coadlition parties to be more fransparent.
Thus, pursuing the EITI process and a stronger role of
civil society are of major importance.
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Conclusion

his BICC brief analyzed the influence of exploitation

of and trade in natural resources on the Ivorian
conflict and its settlement and looked into possibilities
of how good natural resource governance can
confribute to stability and development.

Investigating the link between natural resources and
conflict in Cote d’lvoire, it became clear that the
natural resources of Cdte d'lvoire have played an
important role in the conflict.

On the level of the production site, Chapter 1 and 3
argued that quarrels about the access to cocoa
land were a factor in causing the conflict. Cocoa
production—as promoted by Houphouet-Boigny—
brought about huge socio-economic changes, which
laid the ground for tensions between ‘real’ Ivorians
and immigrants as well as Ivorian ‘first-comers’ and
‘late-comers’. These tensions came to the fore after
the fall in world cocoa prices, and were subsequently
instrumentalized by political leaders (Gbagbo, Bédié,
Ouattara, Guéi).

Chapter 3 demonstrated in detail that both parties to
the conflict diverted revenues from different natural
resources to fund the increased military expenditure
on the government’s side and the functioning of the
FN structure during the conflict. Whereas the rebel
movement of the FN used revenues from trade in
cocoaq, diamonds, and gold, the government used
revenues from frade in cocoa and oil to finance the
warinthe first place.Then, the money served Gbagbo's
and Soro’s aim to maintain their grip on power and
enabled them to sustain their patronage networks.
In the past years, the procurement of weapons was
not as important as during the beginning of the crisis
in 2002. When the weapons embargo was enacted
in 2005, both sides already had sufficient arms stocks
at their disposal and could therefore use the financial
revenues from the resource exploitation to finance
wages of troops and political support. The good
salary in the national army and the high positions and
benefits that were granted to FN fighters took the bulk
of the budget. Finally, leaders of both sides and their
subordinates have accessed the revenues of natural
resources for personal enrichment.

The vested interests thereby created in the rank and
file of both parties to the conflict as well as on the
leadership level are one of the major challenges faced
in the current peace process and seriously hinder
the implementation of the Ouagadougou Political
Accord (OPA): The reunification of the administration
and the state budget remains ineffective, and the
disarmament process advances very slowly.

Differentiating between the various resources helps
to understand the specific dynamics they bring with
them, involving different degrees of transparency,
concerns and potentials for future development.
Whereas cocoa provided revenues to both sides of
the conflict, the oil sector and its opaque structures
offered financial deposits on the government’s
side. The diamond sector, which is concentrated in
the FN-held zone and the trade with its diamonds,
which was officially put under UN sanction, provided
a modest financial contribution compared to the
cocoa sector. Due fo its regional concentration it
nevertheless generated significant financial means
for the local power, the FN. The war has increased the
number of informal miners in the diamond and gold
sector in the north, which creates new challenges to
peacebuilding efforts.

The analysis also revealed that different resources
varied in relevance in different phases of the conflict.
While problems relating to cocoa production were
also part of the causal set-up to the conflict, diamond
and gold exemplify the obstacles to the peace
process arising from the informal mining activities
during the war and during the situation of ni paix, ni
guerre. Oil and gas, on the other hand, constitute a
great challenge to the future development of the
country because the revenues will soon surpass those
of cocoa and coffee, considering the opacity of
contfracts and the difficult establishment of the real
exploitation figures between the government and
private investors.

Considering that natural resources have hampered
the peace process, how can natural resources
contribute to stability and developmente The wider
topic of resource governance has been insufficiently
targeted on the peace agenda. BICC puts resource
governance at the center of the analysis to obtain a
better understanding of what is needed for a better
management of the resources sector. Good resource
governance could be part of the solution to some of
the obstacles posed to the peace process.

In general, governance in the country is poor. The
country is ruled in an undemocratic fashion, the
position of the President is very strong and that of
the parliament is weak. Important civic citizen rights
are frequently disregarded or impeded, such as the
freedom of expression and assembly. Corruption is
rampant. This leads to the disregard of existing national
laws, such as environmental laws, as the example of
the Tanoé National Park and the toxic waste scandall
exemplify. Revenues generated by the exploitation
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of natural resources do not sufficiently contribute to
the well-being of the population. One million cocoa
farmers are faced with diminishing revenues, while
multinational companies continue to make good
profit with Ivorian cocoa. The socio-economic rights of
the general population are violated and the average
Ivorian does not have the means to seek justice and
redress.

This BICC brief thus calls for
* improvements in nafional resource governance,
¢ transparency in revenues acquired,

e democratic accountability to Ivorian society over
budget expenditure, and

¢ institutional reforms in the cocoa sector.

In all resource sectors mentioned in this brief,
transparency is the first step to improved governance:
Transparency on money flows generated by the
exploitation of the resources. Transparency on rules
and regulations organizing the resource sectors.
Transparency on the content of contracts concluded
with international companies involved in extractive
industries or the large cocoa chain. Transparency on
how the money is spent. Transparency at each step
of the exploration, exploitation of and trade in natural
resources.

This is particularly relevant to the oil and gas sector,
where resources are extracted by big international
companies and most of the Ivorian population can
benefit only indirectly from the resource exiraction
process. Lately, some positive steps have been
made in the governance of exiractive resources,
when the government joined the Exiractive Industries
Transparency Initiative (EITI) and formed a national EITI
Council that includes representatives of civil society.
The government published parts of its 2007 budget
and had commissioned two audits of the energy
sector after 2006.

Transparency has to be combined with enhanced
democratic accountability to ensure that the money
generated is used responsibly and confributes fo
wider social development. To this end, a stronger
parliament, which demands an effective oversight
function over resource extraction (for instance
in the process of contract negotiation between
private companies and the state) and an acftive
civil society is needed. Until now, only a few NGOs
are independent from political affiliations and these
lack space to maneuver. However, the few Ivorian
NGOs that watch over issues concerning natural

resources and their fransparency play a crucial role
in awareness-raising. Their capacity needs fo be built
up so that they are able to fulfill their important role
in reforming the resource sectors, for instance in the
Kimberley Process.

Of course, resource governance cannot be the one
and only concern of Ivorian leaders and international
donors. As the country is still in a phase of fransition
from crisis to peace, to implement the Political Accord
(OPA)—and to overcome the many obstacles that
go along with it—will be another great challenge.
Nevertheless, good resource governance should
be taken more seriously during the current peace
process as it is an infrinsic part of peacebuilding.
Bringing economic development and peacebuilding
together will help work towards a situation in which
the governance, the exploitation of, and the trade
in natural resources contribute to peace and
development.

The case studies on three resources and their
exploitation in Chapter 3 have highlighted different
concerns that warrant specific measures to be taken.

In the cocoa sector (Chapter 3.1), farmers could
benefit more directly, if they received a fairer
share of the economic rent of cocoa production.
An institutional reform of the cocoa sector and its
regulatory, finance and advisory structures is needed
tfo make this happen. Such a reform is under way
and it will be one of the major challenges for the new
government that is to be elected in November 2009.
Anotherissue that needs urgent aftentionin the current
peace process is land rights. In the current situation,
in which no strategies have been developed to deal
with the issue, clashes over land will persist. The army



dispatch to the western cocoa region in December
2008 is proof of this. Therefore, support for the local
dispute settlement committees is crucial to solve the
disputes on a case-by-case basis.

In the diamond and gold sectors (Chapter 3.2 and
3.3), the interests of artisanal miners in the northern
parts of the country need to be reconciled with the
imperative of the administration to regain control over
the entire tfrading chain, and with its aim fo re-launch
larger-scale industrial mining. An internal monitoring
system has to be put in place for diamonds so that
the diamond embargo can be lifted and compliance
with the Kimberley Process can be achieved. Advice
from other diamond-producing countries of the KP
might be of great use here. Civil society must be
included in the monitoring of the process.

In the oil and gas sector (Chapter 3.4), fransparency
and accountability to Ivorian society is more crucial
than in any other sector, for the Ivorian population
can benefit only indirectly through the redistribution
of revenues from oil and gas extraction. Controversies
about the amount of oil produced and revenues
collectedin 2008 reveal the importance of these issues
in this sector: the less the government documents the
oil production and income, the more officials can
divert for themselves and/or their political ends.

More actors directly and indirectly influence the
quality of resource governance and herewith hold
a responsibility for its outcomes. On the international
level, there is a need to continue the debate on the
effectiveness of sanctions on conflict commodities as
part of wider conflict resolution mechanisms. In Cote
d’'lvoire, the UN sanctions could not be enforced on
the ground and therefore did not have any tangible
effects. Sharing lessons from the Kimberley Process
Certification Scheme for diamonds will be of utmost
importance to improve the control mechanisms and
to impede that trade in natural resources contributes
to the financing of wars.

In addition, Western governments and consumers
must actively think of avenues of how fo hold
companies operatfing in extractives sectors abroad
accountable for their actions. Although companies
are not eager to become part of local conflict
dynamics—as the reluctance of cocoa exporters
fo denounce corruption in the cocoa sector
exemplifies—they cannot avoid being a party. This
is demonstrated by the financial transactions of the
cocoa institutions to the president to finance his war
efforts in 2002. Moreover, companies do benefit from

a stable climate and of the companies, which left
the country over the past six years of crisis, many are
prepared to return when peace prospects look solid
again. Companies can make a positive contributing
by explicitly incorporating their operations’ impact on
peace into their Corporate Social Responsibility (CSR)
policy.

Whether, after presidential elections, the fundamental
tfraits of Ivorian governance will change, is doubtful.
The virtual absence of a political agenda on the
governance of natural resources with the major
political parties shows that aspects of natural
resource governance are not well-embedded in
political strategies. Still, the prospects for post-election
governance are judged differently by observers.
For some, "even if the elections are just, fair and
fransparent, it (...) won't arrange anything. (...) It's the
problem of governance.”'® For others, hope persists:
“If with real elections the head changes, everything
will change. It's possible.”™¥ It will be important to see
to what extent a new political leadership will rise up
to the development and peacebuilding challenges
arising from the natural resource sectors, many of
which have their origin in a previous lack of good
resource governance in Cote d'lvoire.
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Faclilitating Peace and
Development through Research,
Advisory services, Training

As an independent, non-profit organization BICC
(Bonn International Center for Conversion) s
dedicated to promoting and facilitating peace and
development.

Qur task

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

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

Qur work

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

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

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

Resources and conflict: BICC studies the nexus
between natural resources and conflict while lobbying
and training on the topic of ‘natural resources and
conflict’.

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

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

Qur services

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

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

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

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

Our donors and partners

e Infernational and UN-organizations

e Governments

e Infernational and natfional foundations

e International and national research institutions
e Infernational and national NGOs

e German Federal States (Land) and federal
ministries.

Our organization

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

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

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

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