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Abstract
In recent years, neoclassical economic literature has underdgondaanental change of
emphasis, from orthodox neoclassical to neoinstitutional theory.ldVBamnk research
and high-level policy departments have reflected this change HMyinghifrom
development as ‘structural adjustment’ to development as ‘governamaaigage the
case of the Chad-Cameroon Petroleum Development Project (CG®RRjue that the
neoclassical economic shift is a spectacle or exhibit, irretevaimportant ways to
exploitation “on the ground.” Contrary to neoclassical economics anddVBank
development rationales, the CCPDP is a hyper-documented projtéctawhyper-
restricted scope, typical of commodity exploitation in Centralcafand elsewhere. |
use the case of key commodity exploitation over the last 600 yedlgeria to show
parallels with the CCPDP. First, | show the use of exhibitsstapelar violence and
quotidian control in exploitation of Nigeria from slave trade withaktic canoe houses
through petroleum production at the time of nominal independence. Secottd; Wa
examination of petroleum exploitation through the lens of the oil cexrgrhd the petro-
state provides detailed analysis of the “ungovernable governitghtlaht characterizes
such exploitation in Nigeria and in the larger “oil complex.” dlyiy | examine writing
on CSR as well as evidence that political instability can be a cdmpetdvantage. This

undercuts the important neoclassical economic development notion thagdsusimply



“does business” while government and civil society are responsibleufoan welfare.
In my conclusion | offer provisional areas where the project pomntarther research.
These include the importance of interdisciplinary regional focusherChad basin and
the Gulf of Guinea, including the value of business literatways of effectively
examining social movement pressure and corporate response; andpticatioms of
designing a project around governmentality and relational power fatiest of

hegemony, power and development.
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Chapter 1 Introduction: The Spectacle of Neoclassical Econoigs

an exhibited 'people’ became more real and authentic
than the lands and peoples themselves. (Apter 2005,
89)

In recent years, neoclassical economic literature has fundaiyestafted from
neoliberal (orthodox neoclassical) to neoinstitutional approachee$oribing economic
activity in ‘developing areas'. In particular, the idea of allocative efficiency (resource
control based on technology, resulting in a single equilibrium disioibbwf resources)
has been replaced by the idea of adaptive efficiency, whenshiutions interact with
material resources to determine efficiency, institutionalyfigiistains ineffective as well
as effective economic interactions, and therefore economic develbptepends on
institutional change. Instead of economic development being only a funttesficient
resource allocation (comparative advantage) given costless infomnagoinstitutional
economists have argued that information is not costless. Ratlemation constraints
allow for opportunism and resource fixity. Powerful actors creataintain and
incrementally alter institutions in order to decrease the Ipdgsiof opportunism by
controlling the incentives and limiting the range of choices ithdividuals can make.
These institutions can be sustainable even if they do not supportiveffeconomic

development.

! ‘Developing areas’ is a problematic concept to ¢xéent that it presupposes the liberal definitidn
development held by democratization theorists dkagedollowers of neoclassical economics theory.
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This theoretical shift has gradually affected research and-lévgth policy
perspectives within the World Bahkas the largest organization for neoclassical
economic development. Originally formed to assist European coudgiesstated by
World War I, the World Bank moved from the early 1960s through the 18#®sglobal
development initiatives based on state-centered economic approddtee¥Vorld Bank
promoted poverty alleviation through support for large state-led gisojr rapid
industrialization (Rostow’s “non-communist manifestd”)Beginning in the late 1970s,
however, the Bank gradually moved to strictly market-based develupmolicy
rationales, eventually encapsulating the ingredients for poaéetyiation and therefore
development in the policy framework of “structural adjustment.’thtn Bank’s view at
that time, economic growth could only occur if governments removedstieas almost
completely from levers of economic production, only retaining margioahomic roles
for distribution. This approach to poverty alleviation is complementargrthodox
neoclassical economic theory. Beginning in the early 1990s, thedVBarik moved
decisively from development based on ‘structural adjustment’ tolajgwent based on
‘governance” Picciotto (1995, 6-8) argues that this shift was necessipatedrily by
increased information flow brought about by new globalizing techndotiat more
sharply highlighted government failure, and by increased fiscabi@s and pressures.
This shift in World Bank approach mirrors very closely, withia purview of the World
Bank’s stated motto (“working for a world free of poverty”) and wathded social

network approaches influenced in particular by Granovetter (1985), tftewstiin

21 limit myself in this project to the World Bankisotion of the “World Bank,” which “refers only tine
International Bank for Reconstruction and Developm@BRD)and the International Development
Association (IDA)” This leaves out organizations such as the Naétral Investment Guarantee Agency.

® Briefly, Rostow (1960) argues that societies gmulgh particular stages, beginning with traditional
societies, in the process of economic developm&hese stages include gaining preconditions foe-tafk
taking off, the drive to maturity, and finally mas®nsumption. Rostow’s theory concentrates on
manufacturing and has a strong role for statesaating conditions for economic development.

* As | allude to in many areas of this project (espiéy from perspectives of economic theory, WdBiank
research and high-level policy, and business), g@ree clearly changes meaning depending on context
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neoclassical economic theory to neoinstitutional economics. Goverrgarediels
assumptions of neoinstitutional economists, and many such as figuite prominently

in the rationales published by research and high-level policy departments ainthe B

In addition to forming the basis for policy at multiple levels avgrnments and
multilateral economic organizations, neoclassical economic thandy development
rationales inform deeply held assumptions within academicutietis especially about
how goods get produced and distributed; who people are in ‘developing; aeds’
whether, where and how people should concentrate time and resourpesgi@ssive
transformation. | seek to show in this project that these ddweglly assumptions
underlying the shift from neoliberal to neoinstitutional economic theod the related
shift from ‘structural adjustment’ to ‘governance’ are in intpot ways irrelevant to on-
the-ground exploitation in rural areas of less-industrialized countii&svever,
sustaining neoclassical economists’ broad assumptions about thewwoddl have
provided critical support for sustaining on-the-ground exploitation. Kawis? Where
does neoclassical economics exercise power? Briefly, tleagstr of neoclassical
economics lies in presenting an aura of apolitical objectivithdse whose training and

experience leave them amenable to such arguments. As Miller (1998a, 196) comments

[The force of economic abstraction] takes the shape of ateslepaid for by states and
international organizations and given the freedom to rise abavextan speculative
modelling. While Marx had to tease out the abstract logicmtadesm, today the greater
abstraction of academic economics is quite transparent and constamfirmed by its
practitioners. Social scientists may not think of acadensigsaaicularly powerful; but
thentheyare not economists.

Peet (2007, 17) similarly writes of the power of experts and ‘expert sense’:

. .. in modernity hegemony is produced as dominant theoretical imaginariesijtirtis
claiming power by presuming to the status of science. Putiingslightly differently,
hegemony means controlling what is taken to be ‘rational’.

® See, for example, World Bank (19%5)reaucrats in Business.
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Dismissing such power is unwise and indeed paradoxically insrethge power of
neoclassical economics vis-a-vis those who reject it at fabeev As Edward Said
(1994, 24) argued i@rientalism “The fabric of as thick a discourse as Orientalism has
survived and functioned in Western society because of its richn&¥géntalism is a
broader project than neoclassical economics, in that it posit&€dke (Orient) as a
negative of the West (Occident); that is, as empty of the goothih&Vest possesses and
has developed. As Mbembe (2001, 4) argues in regard to Africae“than any other
region, Africa. . . stands out as the supreme receptacle of thes\Wbsession with, and
circular discourse about, the facts of ‘absence,’ ‘lack,” and bwng,’ of identity and
difference, of negativeness — in short, of nothingness.” The discofirseoclassical
economics is the currently predominant lens through which scholarsighdevel
policymakers in the largest development organizations articthlatéuliness of the West

and the lack of developing areas such as most of Africa.

As critically important as such examination is, my projectas about exploring
the power of neoclassical economics in sustaining these imagkslaf nothingness,
and so on. Rather, | seek simply to buttress arguments that ssecalaeconomics
operates at the level of justification and not as a driver ohergtound exploitation. |
do so through a case study approach, examining petroleum productionnataane of
commodity exploitation in Central Africa. My approach might bdleda a
narrative/counternarrative method. | begin by bathing in the nerrahat is
neoinstitutional economics as it relates to development, and theaaedatarrative that
is the World Bank shift from structural adjustment to governancier Auilding these
representational structures, | examine through World Bank reseatdtigh-level policy
documents the Chad-Cameroon Petroleum Development Project (CCR&d®yding to
Bank officials, Chad was a country with a comparative advantagmrteagriculture)

that could not support its people. Therefore, petroleum production represetdst-
4



ditch effort to help Chad. The Bank argBddrthermore that its new (and yet proven,
perhaps by long gestation in other periods of World Bank developnmi@gntration
on governance gave it the credibility and tools to help Chad to avoideth@utce curse”
whereby countries that produce petroleum are characterized buptton and
authoritarian regimes. Therefore, the CCPDP was a model primecthe new
concentration on governance that the World Bank argued was necesdiated
globalization as well as the rapid realization that simplyongng state constraints on the

market was not enough.

When the social welfare aspects of the project quickly failadent and past
Bank officials as well as neoinstitutional economists had readwers, though for the
former the answers do not fit so easily into the neoclassaraework. As World Bank
officials such as Calderisi and Collier (also to a certakier¢ evolutionary
neoinstitutional economists such as North), recount below, the proldgnis African
culture. For neoinstitutional economists such as Williamson, tHerdaisimply
demonstrated that Chad was a country with political liberalizdielaw the threshold
necessary to support economic development. For such countries as Chathisvit

condition, humanitarian aid becomes the only option.

| begin my counternarrative with the observation that, while thalsaelfare
portion of the CCPDP crumbled rapidly, the petroleum structurecorapleted ahead of
schedule. Indeed, as the recent unrest in the Chadian capital dewesngietroleum
production has been largely immune from political instability. Harmore, the CCPDP
possessed a hyper-documented rationale and plan. This hyper-dosdinpan,
especially after the collapse of the social welfare r@anmg, masked the hyper-restricted

scope of the project. That is, the project only covered construction of the pipeliteand t

6 http://go.worldbank.org/2Q72D32120. Updated 2itill2000. Accessed 22 January 2009.
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Doba oil field while there is ample evidence that the pipelimedant to serve the wider
Chad basin region in the medium term. This counter-narrative suppatskiey sets of
analyses that place the CCPDP in the long term context of cortym®dloitation,
brutality and justification rather than in the sanitized techmeatative of neoclassical
economics. First, the CCPDP mirrors commodity exploitation ightring Nigeria
during the last six hundred years, as Apter, Okonta and Douglas, andl Eetark from
the period of earliest slave trade through the genesis of petrof@ocduction.
Commodity production has been buttressed in Nigeria by mundane conttble of
Nigerian population through co-optation and sometimes creation of dhexar
“traditional” rulers, and when necessary the application of speataclrutal force. It
has been justified/mystified in Britain and elsewhere (thekerqtlaces falling under
what Mantz (2008) calls in a different conteareas of “consumerist analyses”) by at
turns representing people in Nigeria as possessing “commdacidity” and being
infantile “savages.” Further, as Apter (2005, 151) describes belowethleeconomic
order of colonial exploitation in Nigeria was pursued “in the languddair trade and
rational contract.” Watts helps to bring the story up to daté wapresentation of
petroleum production through the “oil complex,” whereby petroleum productiowti
inherently characterized by a ‘resource curse’ “(as though coppght liberate
parliamentary democracy?)” but rather one must look at “oil @lsggm” and “the context
of a politics that predates oil” (Watts 2005b, 53). This politicsdneated contradictions
of centralization at the same time that state legitimaeayndermined, where a minority
becomes fabulously wealthy at the expense of the rest of the pepul&Vatt's
presentation is bolstered by the final piece, exploring CSRellsas Frynas’ argument

that political instability can bring benefits for ‘first movg@etroleum corporations such

" Mantz writes this as part of a critical analysiswbat he refers, incorrectly as | argue latefFoaicauldian
approaches to globalization that concentrate odibille consumption at the expense of marginal prtodec
areas. Mantz’'s argument supports multiple parteypargument below.
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as Shell. This undermines those portions of the neoclassical ecodewdlmpment
narrative that portrays corporations as organizations which simply “do baisamesonly

hesitatingly get involved in politics.

The organizational framework behind my argument rests in signtfipart on
Allen’s notions of power as arrangements of resources thahabilized in myriad ways
to produce effects that are then recognized as power. Allen (2)3;ritiques writing
on power in two major ways. First, “. . . in the rush to see powepm@mething which
turns up more or less everywhere. . . we have lost sight qfatieularities of power,
the diverse and specifimodalitiesof power that make a difference to how we are put in
our place, how we experience power.” Secondly, “. . . we have losetise in which
power is inherentlhgpatial and conversely, spatiality is imbued with power. . . the likes
of domination, authority and seduction have not been thought through in tetmsy of

they are exercised. . .”

Two lessons from Allen’s work are particularly important fas throject. First,

power is neither a “thing” nor a “flow.” Allen describes power thus:

. .. [while] power is not some ‘thing’ or attribute that carpbesessed, | do not believe
either that it can flow; it is only ever mediated as atiehal effect of social interaction

@). ..

Allen suggests (97) that it is best to:

[think] about power as just so many arrangements, each comgpasiy number of

resources— ideas, expertise, knowledges, contacts, finance and so forth — arkich
mobilized to produce a succession of mediatfigctsin space and time which play
across one another.

Narrating power, then, requires engagement with social intenacthat produce effects
recognized as power. It is not enough to say, for example, thdassoal economics
has power without narrating the social interactions through which reEsousre

mobilized in arrangements the effects of which are then coesig@wer. Indeed, it is



through examination of these interactions that the power of neoelassiznomics is
revealed as justification/mystification removed from direct exatiait.

Secondly, power does not exist apart from mobilization of resources:

if power has a presence at all, it has it through the interpliyrads establisheid place
People are placed by power, but not as the result of sonsedésce transmitted intact
by some central administration from up the road or even fromthiee side of the globe.
The arrangements of power we find ourselves exercised by migrise from ideas and
events hatched elsewhere, but that, as | understand it, is raeher way of saying
that the presence of power is more or tessliatedn space and time (2003, 1°1).

power comes in different guises, the effects of which owe muchthdaw diverse
geographies of proximity and reach (183).

By concentrating on placement and modalities of power, Allen prowdaseptual
openings for the diverse ways that exploitation of key global resoiias concentrated
in the Niger Delta through generations and in the Chad basin merglyecNeoclassical
economics forms one of many modalities through which power has éesrcised.
Certainly it is one of the most powerful modalities of ideatiqualer, but it is only one
among many. Therefore, it is important that neoclassical edosdra understood in the
context of the ability to place people. The fact that thera disconnect between the
logic of neoclassical economics and the actual processesoofeesexploitation greatly
restricts the ability of neoclassical economics to ‘plaesigte directly impacted by such
resource exploitation. However, this is not the purpose of neoeahssienomics. A
corollary of my argument is that neoclassical economics plpdmarily those who are
distant from the direct exercise of power to extract resour@mplistically, because
extended examination is beyond the scope of this project, neodlassmaomics
exercises power through the seduction of elegance, the authority assediatedhnical
presentation, and indirectly though the coercion of states leggiimthrough elite
willingness to submit to the strictures of neoclassical ecors(situctural adjustment

followed by deeply intrusive governance training).

8 See also Latour (1990).



Much critical literature about neoclassical economics, poweagerheny and
development has already been written, and there is much to adkéactoount of, and
use. | begin, therefore, by looking at other approaches to semekheconomics and
development, outlining briefly what | feel they bring to the tablat is of particular
interest to my project, and how my approach complements, supplementshapspe
confronts the existing literature. 1 look first at economidiquies of neoclassical
economics.  Often, these approaches argue for more state-baskor inter-
governmental solutions that moderate neoclassical economics withepadind other
measures to impede the worst excesses of market economiesrethining the core
state-market divide. Other post-structural economic approacdieésat neoclassical
economics as simply a discourse whose institutional forms canntéermined by
alternative forms of imagination. Still others argue foe importance of economic
policy considerations (as against post-structural economic doubts #xadyeof policy
study) but develop sophisticated normative rejoinders to neoclass@abmic discourse
and associated policy prescriptions. Economic approaches are impartamtiermining
neoclassical economics, but must be buttressed by extra-economiacgso In order
to cover these approaches, | take Carrier and Miller's (1998yaptlogically based
argument for neoclassical economics as “grand narrative” as a rogansé further into
anthropological and other literature prefiguring or helping to suppedrious ways my
argument that neoclassical economics is irrelevant in impasays for on-the-ground
commodity exploitation. Especially important disciplinary litaratincludes arguments
by Edelman and Haugerud (2004, 52) among others that it is imperdiate
anthropology “clearly identify its inescapable interlocutors withhe West itself”
(quote from Trouillot 2003, 137). In addition to literature on engagement with
development organizations and not only discourses, my argument ber@fitswo
broad strands of scholarship on neoclassical economics and power.irstHeldbel

9



“neoclassical economics as mystification,” which relies on Gc@n hegemony in
particular.  Supplementing, but often confronting, Gramscian notioas warks
presenting neoclassical economics “as spectacle.” Withm ¢htegory are more
Foucauldian-inspired work on techniques of rule, the “conduct of conduct,” or

microphysics of power.

| begin the narrative piece of this project by building up the thieatedtructure
that is neoinstitutional economics in contexts of economic theoryVdadd Bank
research rationales. Because they operate from ‘objectbgeingtions, neoclassical
economists tolerate very little ambiguity of norms or styatelyeoliberal economists in
particular argue that governments should distribute wealth only tpaibiest and most
marginal victims of economic development. Neoinstitutional econorejmesents an
important shift attempting to incorporate institutional variablesaltow for multiple
equilibria while at the same time retaining core neoclassimanomic assumptions of
relatively autonomous individuals and centrality of the price functidns Brand of
neoclassical economics had its advent with Coase’s (1937) “The ohtilve firm,” but
only achieved orthodoxy within the last two decades, brought on Eygly the
increased communication density brought by global communication ansptrtation
developments, and therefore greater knowledge of less-industrialiead ly people

with interest in human welfare.

Beginning in the late 1980s, the World Bank research and high-leviely pol
departments began to switch discernibly from neoliberal “strdctaggistment” to
neoinstitutional “governance” forms of economic development. The nmbistisastic
driver of this shift was World Bank President Wolfensohn, select@degsdent in 1995.
In 1997, he laid out his plan for a Comprehesive Development Frameworkibdagge

part on neoinstitutional economics with a “poverty reduction” filteBriefly, his

10



argument was that structural adjustment failed largely begqausgization took place in
systems where ineffective economic structures were heldage gdy counterproductive
but stable institutions. Simply removing government interferetinge argument went,
cannot lead to effective economic systems without the appropoa&Frgnment rules and
social orientations spread throughout the economy. Thus, the Compvehensi
Development Framework wedded structural adjustment (privatization, remaviegcy
controls and trade barriers, and decrease in the size of goveynmig promotion of
governance. Governance includes accountability, transparency andgroot of
corruption. In addition the new program involved decentralization of redpldgsso
that all levels of society would “take ownersHigf economic restructuring. Even more
broadly, the Framework involved encouragement of individualism and emtegjpship
in order to promote effective economic development at all levelsadéty. This change
in research approach then translated into new policy framewogkscireg Structural
Adjustment Facilities built by IMF and World Bank technocrathvidbverty Reduction
Strategies where individual governments were required to claithoship and

“‘ownership.”

The Chad-Cameroon Petroleum Development (CCPDP) Framework was
presented as a paradigmatic case of governance applied to @ltdifconomic
development case. The World Bank sought to ‘save’ Chad by underw(ntiowlly
more than financially) construction of an oilfield in Doba and a mpeto carry the
petroleum through Cameroon to the coast, located at Kribi. Chad is ¢he pborest
countries in the world, and has been beset for decades by poligtability and
corruption.  The petroleum industry, furthermore, is problematic acaprdmn

neoclassical economists and others because of “Dutch disease, byiseqgply and

° As covered later in the project, “ownership” is@ntested concept. Does ownership mean contral ove
“what development looks like” or simply the requirent that all levels of society must take respdiitsib
for implementing “governance” if the country istie considered in compliance?
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demand conditions associated with petroleum production remove productivecessour
from goods that have more sustainable comparative advantage suchcalsuegyr If
revenues are not sterilized (by, for example, keeping them ihooéfsaccounts)
petroleum can hurt the economy in the long term by destroyingstis¢ainable
comparative advantage, particularly when the economic distortionsoarkined with
the “resource curse,” whereby petroleum as a high-value cayp#akive good arguably

leads to corrupt and authoritarian governing systems.

The World Bank argued that the CCPDP could be a last chance opyoftuni
Chad to gain the resources necessary to provide for its peoglaplittitly followed a
matrix constructed by Williamson, one of the premier scholarsewinstitutional
economics (the “transaction cost” as opposed to the “evolutionary emsidranch of
neoinstitutional economics). He argues (2000a, 13) that economies caacéee il a
matrix according to whether a country has achieved economic devatbpmarket
liberalization), political development (democratization), or sobralgnation of the two.
Because the Chadian government had made moves toward economic andl politic
liberalization, undertaking privatization and holding elections, the Bankegl the
country at the beginning of the project as having below threshold ecoderglopment
but with signs that its political development was above the thresifobdpability to
sustain an effective economy. According to Williamson’s matheyefore, Chadian

elites could adopt the appropriate policies if effectively persuéded.

The Bank designed the CCPDP in the context of controversy regaueliiroleum
production. In particular, at the same time as the CCPDP, socis@ment pressure led
the Bank to undertake an Extractive Industries Review that concludatfdHd Bank

should cease support for petroleum industry development. The Bankddfestadvice.

12 See also Haggard (1995) for this argument.
12



However, the CCPDP contained extensive documentation of measures wighi
project’s scope to enable local participation, environmental protecdhd revenue
management. Nevertheless, the project encountered problems atmusdiately as
social movement pressure became quite strong. Indeed, the projeqtratebdly
signed only due to the strong personal relationship between the presidéret \3forld
Bank (James Wolfensohn) and the head of ExxonMobil (Lee Raymond), and the
distraction afforded by a more controversial, and unrelated, trgresion project in
China that involved Tibet. Scarcely after the signatures wsfrecdntroversy erupted
anew when the Chadian president used part of the signing bonus teebpgns. As
Chad has descended further into civil conflict and indicators of humnedfare have
worsened, World Bank figures such as Calderisi (2006) and Collier (2008)pteced
most of the blame on corrupt African governments and “anti-entrejmaligaccording
to their definitions) African culture. After the project failéal accomplish its social
welfare objectives (World Bank participation ending quietly in Seyber 2008), this
seemed to prove for neoinstitutional economic theory and sympathettopiment
researchers that Chad instead has below threshold political and écamstitutions and
therefore can only be helped by humanitarian aid in line with Wiian's argument.
Calderisi (2006) seems to uphold this opinion by including Chad as a gaotplexof

“the trouble with Africa.”

| argue instead that the CCPDP is hyper-documented intitmabke but also
hyper-restricted in scope. That is, the project concentrate®msiraction of the oil
pipeline and development of the Doba oilfield, and generates volumesuwheotation
(19-30 volumes for environmental impact alone) related to this proiéctvever, there
is clear evidence that the production side of the project (thepdhat was completed

ahead of schedule) is designed with a more regional scope in wmihdpetroleum

1 As Calderisi (2006, 189) details, in a passageeglibelow.
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extraction and shipment extending beyond not only the Doba oilfield in [ithadto the
broader Chad Basin region. This initiative belies the idea thaC@fDP represents a
new way of development. Rather, the “planned demolition” nature gprtject (the
social development aspects of the project began self-desguctm the beginning),
especially combined with the World Bank’s argument that the prajesign and
implementation were satisfactory, suggests that the CCPp&tiof broader strategies
for extending hegemony over petroleum exploitation in what is the ‘qék covering
Central Africa, while World Bank and neoclassical rationatesaa appropriate example
of what Rose terms the “birth-to-presence of a form of beinglwpre-exists” (Rose
1999, 177) and yet that must be brought into presence through the workesfsex
Commodity exploitation has taken place in a similar manner througny generations
and across commodity types, as seen in Nigeria. Nigeria Xpesienced phases of
commodity exploitation from slave trade with coastal canoe housesjgh palm oil
exploitation first through middlemen and then through direct colonial coatndlfinally
petroleum production in late colonial and early postcolonial societi€sroughout
colonial and postcolonial history, hegemonic actors have built up the Negjea as a
spectacle of stagnant tradition and essentialized communitids aame time as they
have used varying combinations of force and consent to gain and maiomdiol over
commodity exploitation. The following is a matrix showing the broadines of the
historical narrative that | cover below. It breaks down “governinggdiaaccording to
the primary Nigerian actors identified by historians, and thengry key global

commodity transacted during the period:
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Primary Commodity Primary Nigerian Actors | Governing phase
Slave trade Dynastic canoe houses Pre-colonial
Palm oil production Nigerian middlemen Pre-colonial
Palm oil production “Traditional” hierarchies Colonial
Petroleum production “Traditional” hierarchies Late colonial
Petroleum production Unstable regimes Post-colonial

| continue by sharpening concentration on petroleum production, and broadening

petroleum structures and actors to include governments, multinationedrations and
oil communities that make up what Watts refers to as thectmiplex and the petro-
state.” Watts mobilizes notions both of relational projectionpotver (especially
spectacle combined with coercion) and governmentality (relationgebrtpeople and
things, techniques of mapping and organization) to look at capitaliss fanderlying

petroleum production in the Niger Delta. In the case of tlgeeMDelta, Watts looks at
three critical “governable spaces” (Rose 1999, 31ff) underlyingethpdoitation. The

space of chieftainship addresses forms of local control creatédmeintained by
postcolonial government and multinational corporations. The space of nedige
addresses shifting and unstable notions of identity mobilized to gaierpowhe context
of the oil complex. The space of nationalism addresses the whachd\igeria as a

coercive but unstable “geographic expression.”

Though the two counternarratives above demonstrate the intimateonelati
between business, state and other key actors, it is still impddalobk directly at
problems associated with business self-identification. Busingsatlire approaches

commodity exploitation and surrounding social issues with the implgstimption that
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business, government and social organization are separate. dnlpgrbusinesses have
adopted corporate social responsibility (CSR) to deal with danoatieir brand image
as a result of such events as Shell Petroleum’s connection tortgadaf the Ogoni
nine in Nigeria. The World Bank and neoclassical economists dgpdlSR because
they argue that business should simply concentrate on adding valuenmmees and
spreading entrepreneurship. Business literature looks at CS&sretset of practices
inherent to business, but rather as a way of attempting to contain brangedasrearesult
of events that governments and civil society organizations areghtg niesponsible for.
For example, Fombrun and Rindova (2000) discuss the effects thatf&healh its
reputation after “vitriolic attacks” (the authors seem to assuihat the attacks are
unjustified) on Shell by organizations such as the Body Shop whe\Bacina hung the
Ogoni nine; and after Greenpeace publicized Shell’s plans to sink the Brent&fmanpl
in the North Sea. Frynas and Watts take the compelling evidence of businessigmter
connections and argue that CSR is in fact an attempt to rglregsure caused by the
violence and instability that business and governments instituterasfpeaommodity
exploitation. Frynas takes this further with a well-resesddrgument that corporations
like Shell have actually benefited from the competitive advartteagehey received from
political instability because they were the first mover corpama This bolsters the
argument that business cannot hide behind neoclassical economics otictegubli
discourse pervading business literature, and should instead be esplohsible for

damage to human welfare occasioned by exploitation.

| conclude by summarizing key points and briefly noting major less@islow
from my argument. First among these lessons is that regionat fon petroleum
production in the Chad basin and the wider Gulf of Guinea is criti¢4ls includes
systematic, multidisciplinary study of the Chad basin sintawork that this project

covers regarding petroleum exploitation in Nigeria; examinatiomslafionships among
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various distinct areas (onshore emphasis in Nigeria and the Chad belated to
offshore production in Angola); and concentration on how corporations egptoiieum
on a regional as well as state-by-state basis. Secondlyrthect shows the importance
of looking at corporate (and to a lesser extent World Bank) resptmsesial movement
pressure. | provisionally suggest an approach divided broadly into resploaisiesolve
more or less organizational change and those that involve only changeseption. |
end with summarization of lessons for understanding power exergiseuimodal
(Allen 2003, 196) with neoclassical economics acting as a spedadghibit while
exercise of power in places where direct exploitation takeseplinvolves both
spectacular and quotidian fixing of people in place through, in treeafgsetroleum and
other key commodity exploitation covered in this project, what Wa@87b, 108) refers

to as governmentality characterized by what “looks likgovernability.”
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Chapter 2 Theoretical Survey:
Critical Economics, Hegemony and Govermentality

In forming the argument of this project, | travel through a broealyaf theoretical and
epistemological perspectives, ranging from those closelgtect!to neoinstitutional
economics to cultural anthropological and geographical literaturesilaags little except
the subject matter of commodity exploitation. In this chaptevige a broad overview
of the literature in order to locate my approach in relatiorsso@ated pursuits. | begin
with what Leys (1996, 82) terms “rational choice-based work on instiiti which,
except that Leys adds Akerlof and does not include Veblen and “olduiitstal
economics,” also encompass the work in Harriss et al.’s (1P8&)New Institutional
Economics and Third World Developmentl follow with critical literature within
economics of neoclassical economics. The relevant literaturerdreges from neo- or
post-Keynesian state-based marginal critiques to post-strusturedrature that rejects
neoclassical economic discourse if not the power of neoclassmabreacs. The most
useful literature from that point moves into cultural anthropology a&ogmphy,
recognizing the power of neoclassical economics but bringingsiteadily increasing
range of epistemological approaches. | end with two competingetrmbmplementary
views on power and development. First, Gramscian approaches look
awareness/consciousness and power, and present neoclassical ecgemmiafly as
mystification. Secondly, more Foucauldian approaches look at thedhigsics” of

power, and present neoclassical economics generally as spectacle.
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2.1 Institutional economics, rationality and power

Two strands relating to neoinstitutional economics should be noted, thbeghare
outside the scope of my project. First, Bates “new politicahey” is often related to
neoinstitutional economics. Indeed, Leys (1996) argues that North apprepriately
belongs with Bates rather than other neoinstitutional economistys (1996, 82-83)
examines Bates’ rational choice political economy approach dsirwal much more
trenchant critique of neoinstitutional economics. Leys (p. 82) divideshehadfers to as
“rational choice-based work on institutions” into three sections. fif$testrand is “new
institutional economics” which follows on Bardhan’s categorizatisrwall as roughly
following my breakdown in the next chapter. However, Leys sepsrNorth from
Bardhan’s (1989) CDAWN school (Coase, Demsetz, Alchian, WilliamsaohNorth),

and comments that “North, in contrast, is a historian concerned to expkanations in
economic history compatible with explanations in contemporary econoneicto bring

them within the conceptual framework of neo-classical theorylie third strand is
Bates’ “new political economy,” whereby Bates argues tha fational choice
perspective differs from neoinstitutional economics because heaglagical economy
view and not simply an economic view. In Harriss et al. (1995), Ra8%/) critiques
neoinstitutional economics for failing to acknowledge the political padfiinstitutional

imposition; that is, for being “apolitical.”

Leys argues that North really belongs with Bates in mracti“[Blecause he
[North] wants to explain long-term as well as short-term ghaand at the national and
even the global level, he too has to confront the problem that polities"pd®96, 84).
This is an important point that is demonstrated as well by Nedregram (2001) in the
context of “new institutional economic sociology,” and Dunning (1997d) in diméext
of business. North’s analysis, though he argues that itettiins the price mechanism at

its core, has easily been removed from economics into other sderteas in a way that
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transaction cost economics cannot be removed. However, | beliewottiatcleaves so
closely to individuals, incentives, choice and price as the driversnstitutional
maintenance and change “in the last instance” that his ratidmedehis evidence places
him squarely within neoinstitutional economics. More importantlyl dstail below,
World Bank research and high-level policy documents use North (and not so mugh Bates
because North still bases his rationale on the maximizing indivioluaeoclassical
economics more than political science or even political economy. For tharaa well,
my project is about North and Williamson as neoinstitutional econemagher than the
“rational choice politics” of Bates and “new political economyl”should mention,
however, that Leys’ separation of North and Bates out from otli&mah choice
perspectives to look at their influence on political science is gaitd and valuable for
his purposes. As | note in the final chapter, Leys’ (1996, 102) concludimayke about
what ulterior motives the blandness of neoclassical economics hagatare also quite

applicable to my conclusions.

Secondly, it is important to note the differences between “old” ‘aredv”
institutional economics, in particular the value of comparing how déipgyoach issues of
development. Also in Harriss et al., Stein (1997) argues that suelodment issues as
structural adjustment are in important ways more effectiveldressed by “old
institutional economics” originating in the late™and early 26 century, connected in
particular with Veblen. Both old and new institutionalist econonustscentrate on
“determinants of change over time” (Harriss, Hunter, and L&®885, 5). However, the
basic disagreements that Stein highlights have to do with the nafurhese
determinants. In particular, neoinstitutional economists emphasize fdadty to
neoclassical economics by retaining individual agency as the tager of economic
interaction. Therefore, institutional change is based on individuadiehnget® maximize

their utility given the structure of incentives that they encount&tein and other
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adherents to “old institutional economics” (p. 110) argue that instisitiare best
examined using Veblen’s (1919, 239) characterization of institutioresasristrumental
than “settled habits of thought common to the generality of man.fto Fa003, 7)

distinguishes the two traditions in the following manner:

North's individual-centred approach is in sharp contrast to Vebtemtsmunitarian

perspective and his focus on how institutions determine the mannerhich a

community provisions for its members in terms of food, shelter, aetfane.

Institutionalism in the Veblenian tradition downplays the imposamic‘the individual”

as a unit of analysis in favour of “the institution.” Thésbecause institutions fill a key
conceptual gap by connecting “the microeconomic world of individo@brg of habit

and choice, with the macroeconomic sphere of seemingly detaclledmaersonal

structures.”  Actor-structure  connections  signifying mutual ergattion and
interdependence may thus be established (Hodgson 1999, 144).

The major differences, then, come down to differences about whethendrre useful to
attain the rigor brought by neoinstitutional economics or to ackmy&l¢hat economic
institutions are more embedded in habits and orientations of trusbaidty lthan laws,
prices and opportunism. | am interested in subjecting to cadg siterrogation the
rationale of rigor behind the shift from orthodox neoclassical toing&tutional
economic theory, and so | do not explore further the very interestingngmattant

comparison of “old” and “new” institutional economics.

2.2  Economic questioning of neoclassical economics

Many have criticized neoclassical economics and some havéameesits connection
with reality. It is important to both recognize the value oséheritiques as well as point
out how | see my approach as supplementing, and sometimes questitieisg, t
perspectives. | — and scholars | reference such as Frynas attal -W\engage political
economy work to buttress particular policy arguments. Frynas (199&xdmple, uses
the evidence laid out by political economist Ahmad Khan (1994) regapditrgleum
production in Nigeria to argue that Shell actually benefited fpmiitical instability.
Chang and Grabel (2004; see also Edelman and Haugerud 2004, & tHachant

critigue along with alternatives to neoliberal/neoclassicahemic development. They
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(p.- 11) share my doubt about how much neoclassical economics has begedchgn

recent reformulations:

There are reasons to be encouraged by efforts to rethink deexib policy by key

architects of the original Washington Consensus policiesveder, the spin on this new
work inaccurately claims that the architects of the Washington Carsshase now ‘seen
the light’, and have genuinely moved to a new way of thinking titsstscends their

previous policy prescriptions. This, in fact, is not at all ¢hee. . . Indeed, the new
thinking reaffirms and even extends its neoliberal charactseveral important policy
domains. . .

Chang and Grabel seek to undermine neoliberal discourses that (asgguéatcher
infamously commented) “there is no alternative.” They respondirtdaed there are
alternatives that are currently in the economic policy tool kihdopresently enacted, or
enacted in the past. They concentrate on alternatives (tremmeryy, capital flows,
domestic financial regulation and macroeconomic policy) that invohangtr states
and/or interstate coordination, solutions that “can promote rapid ecom@vetopment
that is equitable, stable and sustainable” (Chang and Grabel 2004,419. aGd Porter
(2006) advocate similar kinds of solutions, except that their focus Wand Bank
development projects rather than the more general economic developmieyt pol

structures emphasized by Chang and Grabel.

These projects are critical to weakening the stranglehold ribatlassical
economics has on discussions of development. However, neoclassical esoisoasic
much about creating a spectacle as about long-term policy cdadttocmatch reality.
In saying this, | seem to slant toward post-structural ecaterauch as Gibson-Graham
who concentrate on undermining neoclassical economics as a discouien oof
knowledge, rather than ‘working around the edges’ by changing partgoiicies within
the corporate capitalist framework. Tine End of Capitalism (as we knew Bibson-
Graham emphasize the power of discourse when they seek (1996griaige in “the

critical project of undermining prevalent practices of capitakpresentation, and the
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more arduous project of generating a discourse of economic ddéeren” Their
declared purpose is to “help create the discursive conditions under sdulist or
other noncapitalist construction becomes a ‘realistic’ presemiitpctather than a
ludicrous or utopian future goal” (Gibson-Graham 1996, 263). Their pramidet
social transformation has been hamstrung in large part becauseptégyenability to
imagine ‘capitalism’ as anything but a homogenous totalizing frarewf reality.
Therefore, when people are given tools to imagine capitalisfragmented and weak,

then they are emboldened to make the everyday changes that can undermine the system.

Gibson-Graham (2003b, 49) argue that:

Perhaps a global regime is consolidating itself not so muabudhr institutional
initiatives but through subjects who experience themselvexesasingly subsumed to a
global order—enter here the world economic system, known alsbeamarket, or
neoliberalism, or capitalism.

Gibson-Graham respond by calling for an “ethics of the locdléreby people break
through these representational constraints through the power of selotildsm in

“creating or ‘performing’ the worlds we inhabit”:

Not only are academics becoming more involved in so-called scactimism but they
are increasingly conscious of the role of their work in creaimgerforming’ the worlds
we inhabit. This vision of the performativity of knowledge, igplication in what it
purports to describe, its productive power of ‘making’, has placedresponsibility on
the shoulders of scholars - to recognize their constitutieeinahe worlds that exist, and
their power to bring new worlds into being. Not single-handedly, ofseglout alongside
other world-makers, both inside and outside the academy (Gibson-Graham 2008, 614)

We cannot ignore the power of past discourses and their mzedraal in durable
technologies, infrastructures and behaviors. Nor can wetspdesir responsibility to
those both within and beyond our place who have suffered for our eclagl-being.
But we can choose to create new discourses and counter-technaologmsomy and
construct strategic forms of interplace solidarity, bnggo the fore ways to make other
worlds possible (ibid., 623).
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Gibson-Graham seem to unduly downplay the very large amount of ‘seubhasm’ in
the 1960s and other eras including the present’guarhaps because such scholar-
activism did not concentrate on developing alternative performanctse cfconomic.
However, their objective is to present a project whereby thienstgoint is reframing

discourse, knowledge and imagination that spurs alternative attion.

DeMartino (1997; 2000; 2003) offers effective counters within criticditipal
economy to both Gibson-Graham’s undue focus on discourse, and the tenderarg of
policy-oriented economic approaches (including heterodox approaches)centrate on
alternative forms of “welfarism” rather than questioning themaiive bases of
welfarism itself. “It is imperative today that heterodox ficdil economists emphasize
that the alternative policy regimes they advocate are not faibinéul to welfarism than
is neoliberalism, but that they seek fidelity to other, more wantbrmative principles”

(DeMartino 2003). He (2004, 369) hopes by his book’s argument to:

inaugurate a discussion about the value and even ethical imperatgaditfrmnism, and
about what kinds of policy interventions can realize the objeatfvgenuine, global
equality. . . At present the greatest obstacle to progressnbt in the power of
multinational corporations or hypermilitarized barbaric statesthar International
Monetary Fund, but in our failure to conjure up visions of how thedwmmight be
otherwise.

Though he emphasizes the need for alternative visions, DeMartino (2004, 370)
strongly defends the need for engagement with policy, even amongtpastialists, as
seen by his response to Graham’s (2004) critique of his recent@Goblkl Economy,

Global Justice

The idea that policy prescription is forbidden by virtue of aogaition of the
overdetermination of social life or related epistemological idenations cannot bear up
under close scrutiny. We (all of us) necessarily set, follod/or transgress policy (with

12 See, for example, Price’s (2004) study of polltaathropologists, McCarthyist persecution andGaéd
War. Those scholars whose careers were ruinethdédy advocacy would certainly protest this notidn o
the “recency” of scholar-activism.

13 This is somewhat similar to Freire’s (1993dagogy of Oppressicand subsequefitedagogy of Hope
(1994), whereby oppressed people are shown wayseftect on the world with ‘good sense’, to
complement acting on the world. See, for exantpke critical review in Jackson (2000).
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a small “p”) every moment of our lives — in our person#tienships and households,
our communities, and in the larger aggregations of which wa pest. Poststructuralist
sensibilities can inform the kinds of policy we embrace, pertapbthey surely inform
the kinds of claims we make for policy, but they cannot be takguat® the policy
domain off limits.

Demartino’s deeper concentration on economic norms and their policy

implications provides important avenues for reconstituting economic thaanghaction.
However, changing policies and stated norms risks insignificdnuet icombined with
deep examination of spaces and places where exploitation is tdkcey Carrier and
Miller (1998) provide additional prompting in this direction with thedited volume
Virtualism: A New Political EconomyThough they are anthropologists by training, they
argue emphatically in their introduction and conclusion that econabsttactions have
very great power in shaping modern societies, including commertreitias. This is

similar to Gibson-Graham's discourse-intensive arguments, exceptatragr@nd Miller

concentrate on economic logic (abstraction) rather than presentimigoreics as
performative. By extension, they look at the line from economicaadtiin to decision-
making and then to global economic structures. They are not agéggarid narrative’

and indeed Miller devotes a section (1998a, 188-190) to a “defensendfrgaeative. . .
it is not that the economic model of the market represents lespitdut that capitalism
is being instructed to transform itself into a better repregion of that model” (Miller

1998a, 196).

Carrier and Miller build their argument upon Polanyi’'s (1944) notimin$dis-
embedding’: that is, removal of economic activities from the soaradl other
relationships in which they had occurred, and carrying them outamtaxt in which the
only important relationships are those defined by the economic patsedf” (Carrier
and Miller 1998, 2). They argue that neoclassical economics has ifnapt paramount
influence over social transformation today, through abstraction and seming to

realize that abstraction ‘on the ground’:
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Abstraction at this formal, conceptual level leads at lsaste people to adopt an
abstract-economic world-view. Here, the world is seen imdeof the concepts and
models of economic abstraction, which are taken to be the fundameali&y that
underlies and shapes the world. Those who adopt this view of e vem be said to
perceive a virtual reality, seemingly real but dependent upercahceptual apparatus
and outlook that generate it. . .

What distinguishes the economic abstraction of the latteiopéne twentieth century. . .

is not just that it is a way of seeing the world thatieto generate among its adherents a
virtual reality. . . Rather [it] is the combination of its ihgional power and its tendency
to slip into virtualism. This is the conscious attempt to ntakereal world conform to
the virtual image. . . (ibid., 8).

Important for my argument, Carrier and Miller argue that tedipm follows the

instructions of the neoclassical economic model, given its institlifpmveer. | question
the breadth of this connection in my study, arguing that in critigals on-the-ground
exploitation disregards the neoclassical economic model. Otulartimportance are
the questions of who adopts the “abstract-economic world-view,” andsdoksadoption
reach a critical enough mass to drive “actually existingtabksm”? While they come to
different conclusions than I, Carrier and Miller structure thelume in the same way
that | structure my project. First, they discuss what thely“cahceptual abstraction,”
which covers the formation of virtual reality by neoclasse@dnomic theorists. They
address conceptual abstraction, or neoclassical economic theorseaiterghistorical

detail than | do in this project, and use this background to arcqtentoclassical
economics forms primarily what they call a “virtual realityMy project only covers the
shift from neoliberal (orthodox neoclassical) to neoinstitutionanemics, and only
covers that portion relevant to development. However, | agree tlaiassical

economic discourse forms what they refer to as a virtual reality.

Secondly, Carrier and Miller discuss “practical abstraction’thees most direct
form of virtualism, whereby neoclassical economic organizatiools as the IMF seek to
incarnate neoclassical economics on the world. Miller addressegural adjustment

programs detailed by McMichael (1998) in the volume:
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Structural adjustment provides a particularly clear ads#ne dominance of economic
theory over politics, and indeed . . . over actually existing cégmtal . . Structural
adjustment programmes . . . show that what may seem to benjastdemic concern
with discourse can have vast consequences in the world. . . (Miller 1998a, 198-99).

Just as the problem with structural adjustment is notitheitbased on academic theory
but that it has become practice, so the problem with the assichl consumer is the
effects that the model has on the possibilities of consumetigea In some kind of
global card trick, an abstract, virtual consumer steals tlthodty that had been
accumulated for workers in their other role as consumers (Miller 1998a, 200).

| tend to agree with this portion of Carrier and Miller's argotmas well, because
multilateral development agencies certainly have power over econodaas,
government policies, and environments in which firms operate. v#was above, |
guestion the dominance of neoclassical economic theory over “actaaisting
capitalism,” and at any rate believe that this claim of dominangedermined somewhat

in the third section of their volume.

Their third section is of most interest for my project becdheg seek (Carrier
1998, 16) to “[move] back from a virtualism driven by economic views ofabed to
one driven by more practical and inarticulate forces: those tiisatfeom the activities of

the firms that operate in and shape competitive capitalism”:

It may not be proper to call this ‘virtualism’, for it lackke guiding vision and
intentionality that the term connotates. The practical redwdigever, may not be all that
different. This practical virtualism is appropriate, howeyer a collection concerned
with economic abstraction. It is so because it makes eisitl ways that neo-classical
economics is a bourgeois economics, a vision of the world tladsatt significant part
of its force by making appear natural the ascendant corrah@ractices of powerful
capitalist firms in the closing decades of the twentieth century.

The notion that neoclassical economics is a “bourgeois economicsnjtias large
corporate capitalism] appear natural” describes my basic ardumée well, and also
fits rather tenuously into their larger argument that neoclassconomics drives
commercial activity rather than primarily making it appeatural. Thrift's work on the

“reflexive capitalism” of business is particularly applicatdeny project because it deals
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with firms, and Thrift argues that firms operate according tdifferent logic from

neoclassical economics. This point is also taken up by Carrier in the introduction:

... firms, transnational and otherwise, are governed by a logiis that only less formal
and articulate than the logic of neo-classical economics, Isot ia shaped by the
embedded practicalities of business life: the practicaldfethings like calculation and
record-keeping, the management seminar and a reflexive mandgerisntation. In

short, [Thrift] argues that there may well be a virtualisggpitalism, but that it is
grounded on practical capitalism (Carrier 1998, 17).

Thrift expands the explanation thus:

No one can deny that political economy and economics have beenantporthe world,
but | am not at all sure how important they have been in busifié&sy.are important as
discursive elements of states, justifying action in produciagas that the state enacts as
‘economic’. On the whole, however, | think that capitalist fiptesy to different drums
(1998, 163).

The question raised by Thrift seems to be how much influencgsséfeation of action
has to commodity exploitation in such places as Central Afrigdller (1998a, 196)
attempts to more directly relate the practical abstractorpractical virtualism, that

Thrift details to the dominance of neoclassical economics:

As Thrift notes in his chapter, economics is not the ‘theomyooking capitalism, which
has had to remain thoroughly engaged and performative, while econuasic®t. So,
while capitalism as a process by which firms seek toeas® capital through
manufacture and trade has become increasingly contextualizeghlegormnd often
contradictory (Miller 1997), another force has arisen that esome increasingly
abstract. . .

While capitalism engages with the world and is thus subgethe transformations of
context, economics remains disengaged...This is because econontics Aathority to
transform the world into its own image. Where the existingdvdoes not conform to
the academic model, the onus is not on changing the model, tiéstipgjnst the world,
but on changing the world, testing us against the model.

One might take Miller's comments (“economics has the autharitygahsform the world
in its own image”) as ironic, a kind of tongue-in-cheek over-vation of the economic
mandate, except that economic abstraction has great forceoa$ af tegitimization
especially since it is backed up by state coercion. In thisese agree with Carrier and
Miller about the power of neoclassical economics to lend authoragtions. However, |

guestion the dependence of capitalism relative to economics. Cardéviiller clearly
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respect the relational nature of power, in recognizing the valunelofling Thrift's study
in their volume. However, by attempting to argue that businesdespite itself
compelled to follow the force of neoclassical economics, embodienltialism — they
come close to implying that social relations do not mattenash as the disembodied
(and/or dis-embodying) force of neoclassical economics agawer” flows through
multilateral economic agencies and drives multinational corporatiofss is also a
rather different argument from their contention that abstracpoeads through adoption
by particular academics. While capitalism must adjust toesbntl believe, the
disengagement of economics as “authority discourse” is necabsaigh not sufficient
for exercising power in the area of resource exploitationargue that significant
evidence exists in literature on the Niger Delta and Chad basarduing that corporate
capitalism drives exploitation in producing areas while neockssegonomics primarily
provides the “discursive elements of states, justifying actigmaducing arenas that the
state enacts as ‘economic™ (Thrift 1998, 163). Economics operatésedevel of
justificatory or muystificatory discourse, and such discoursesegititnization and

justification certainly carry power, beyond simply colonizing minds.

Edelman and Haugerud (2004, 18-20) seem to offer a similar argoméntface
as Carrier and Miller, when they argue that anthropologicataliire has recently
neglected to engage political economy literature as anthropalogishcentrated

discussion of development and globalization on ‘local’ agency:

We would argue, following Graeber, that the concern with “choiaai micro-

phenomena, as well as the determination to reject grand nestatiistracts “attention
away from the current attempt to impose the largest and wiadizing framework in

world history — the market — on just about everything” (Gra@®é2, 1224; quoted in
Edelman and Haugerud 2004, 18). . .

To make development theory useful and interesting again, it mudteyss [(1996)
argues], explore ways to subordinate markets to the social @fohle communities that
markets serve. Expanding the practical ambitions of developimemty in turn means
revisiting and re-invigorating the agenda of classical political ecgnom
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Anthropologists’ rejection of grand narratives, however, unwifingtcedes to the
constriction of contemporary intellectual debate, and points togenuneed, as Miller
(19984, 188) puts it, to “clarify connections between features oivorld that too often
seem like isolated fragments whose simultaneous existence is nthanofertuitous”. . .

Among his targets is the outsized influence of a particuladigm within the discipline
of economics, and the power of academic modelers to define ecopokhaig through

widely imposed programs such as the World Bank’s and Internatiooaétslry Fund’s
structural adjustment reforms for developing nations during the 1980s and 1990s

Likewise, Stone et al. (2000, 2) note in the introduction to t@@mmodities and

Globalization

Scholars such as Polier and Roseberry (1989, 254) caution agaiinsworld-systems
theorists’ view of the capitalist system as determinant postmodernists’ rejection of
such determinism and systemic relationships altogether. Contributorstolthige vary
in their emphases on determinism versus historical contingency, llbuécagnize
important structural or historical connections across time and space.

In a significant departure from Carrier and Miller, howevedelman, Haugerud and
Stone et al. rigorously explore not so much a disembodied ‘fixin¢flawing’ power
(e.g. neoclassical economics drives business in spite of isgliather the exercise of
power in many different ways and in quite different locations from cash cromfamto
the halls of business and the World Bank. My project falls withisa garadigm of
anthropology, though | perhaps discount the power of neoclassical ecorammgrand
narrative’ more than many who “recognize important structuraistorical connections
across time and space.” Edelman and Haugerud call foragldir@and more complex
agenda, to examine and present literature that best represeneethtor “vigorous and
imaginative new approaches to anthropology’s role in the public sp(tedelman and
Haugerud 2004, 52). Anthropologists are well suited for this becauséatieetrained to
capture empirical complexity, particularity and uncertainty.(Edelman and Haugerud

2004, 46):

The discipline also “needs to clearly identify its inescapatdrlocutors within the West
itself” — whether cultural critics, rational choice thetsjshistorians, or World Bank or
NGO officials (quote from Trouillot 2003, 137). This move is caycirouiilot argues,

because identifying the interlocutors’ premises allows uddntify the stakes, the public
issues to which anthropological knowledge is profoundly relevastead of choosing
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scholarly comforts over risk and thus masking the wider pulidjoifcance of the
discipline’s findings and debates (Edelman and Haugerud 2004, 52).

This concentration on “the West” points to another very importanindigin among
types of cultural investigation regarding development and globalizad distinction
very relevant to articulating the role of neoclassical ecorihioot as direct driver of
exploitation. Perhaps a better way of distinguishing “the Wisth “the Rest” that
replaces the geographical distinction with an economic rolessparate consuming and
producing areas. Consuming areas include “middle-class” arehe ibnited States,
Europe and other global areas where people are managed primardgsasners. The
producing areas include Africa, most of Latin America, Indiapn@land areas of Eastern
Europe as well as any global areas (e.g. migrant labor ars darms in the United
States) where people are managed primarily as producerse disgactions should not
be made more precise than the realities they represent. EiQvtleey are certainly an
effect of corporate capitalist imagination and other exerapswer. Mantz (2008, 41)
makes the distinction in the context of scholarship, in a study tdrc@roduction in

eastern Congo:

. humanistic analyses of economy have turned their attéotiard Simmel (1978)
and away from Marx (1976), and in doing so dwell on consumerist analfyseepping,
product design, and style (e.g. Appadurai 1986; Fine and Leopold 1993; fdemtxce
analysis of these theoretical currents see Graeber 2001, 3&r&@3er 2004, 71-72;
Miller 1998b). While such studies are admittedly useful forréisgethe complexities of
Western economic culture (and by no means do | intend to diminishsthmeificance),
the more general intellectual turn toward introspection afldxivity has all too often
diverted attention away from the economic activities of tlwséhe productive margins
of the global economy, and the accompanying processes that indeictepthe material
foundations [from which] any deriving of meaning from any consumer products by
ordinary Western subjects can emerge [sic]. . .

In contradistinction to the more Foucaultian [sic] anafsed power that have
dominated recent discussion about the meanings of commodities eXglisivbeir
consumptive domains, an analysis of coltan's role in the glodxdemserves as an abject
reminder of the necropolitical (Mbembe 2003) manner in which epochgghificant

141 question the use of the term “Foucauldian” téereonly to the consumerist strands of commodity
exploitation in anthropology. As | discuss belapplication of Foucault’'s work can be divided itbe
more discursive strands and the strands emphasiziigo-physics of control which are physical
constraints justified by a technical “authority.”
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global trade has typically thrived. This kind of approach carrdeed to Sidney Mintz
(1985), who examined the connection between production and consumption through a
particular object (sugar), showing how tastes, ideas, sentiraedtsnaterial processes
(such as class and state formation) in Europe were rootedodugtive processes
elsewhere, namely in the Caribbean where slave labouresgimare largely responsible

for this modern capitalist expansion.

Neoclassical economics as a tool of persuasion, seduction or autpanigtes primarily
on people in the “consuming areas.” As Thrift suggests, Shell, twdVBank and
others — members of what Reich (1991) rhetorically refers toMw®“is Them?*® —
bridge the consumption and production areas using very different resandedifferent
logics, from neoclassical economists. | argue that neoddhssmonomics serves
primarily to legitimize existing corporate capitalist tedas and the activities of all who
work to inculcate and maintain these relations, by rendering tredgtions “common
sense,” technical and amenable to expert intervention. At the Sameas such
justification/mystification takes place in primarily consumigas, business and other
key hegemonic actors employ very different resources in producirginedo fix people
in place. These actions include not only direct coercion but othes fofmmstability as

well as mobilization of essentialized identities.

2.3 Neoclassical economics as mystification: Gramsc ian hegemony
and the “domination/resistance” debate ~ *°

If neoclassical economics is irrelevant to exploitation in impbrtaays, what is its role?
Though this project does not address in detail the question of the rokocofssical
economics, the project argument is better understood if the thebrapproach to
neoclassical economics as justification/mystification is bef@rehended. First, as the
introduction indicates neoclassical economics is certainly peevas development
narratives, beyond the economic narratives. Certainly the billibdsllars fed into the

World Bank, World Trade Organization and IMF are bearing some kindruaf f

15 See also Tomlinson’s (1999) discussion of trarissal actors.
'8 This section derives in large part from my Mastéhesis. Please see Jackson (2000).
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Structural adjustment programs have led directly to cuts in seemalices such as
education and health care. They have led to weakened sociatew@feetaining and

often enhancing the coercive capacity) aspects of statensysas social service
administration is decentralized and NGOs are increasingletaap service providers. |
heartily agree, and do not seek to unwisely discount the power of recalazonomics
in those areas where it can be mobilized. However, it is arititat neoclassical
economics be seen in the proper light, regarding how the notion of poaesréo

neoclassical economics. As Allen arguetast Geographies of Powgpower does not
‘itself’ move as a package or a flow but rather is a r@hati effect of social interaction.
Neoclassical economics has no power except as mediated throughpkeepéaior and

resources mobilized as a result. | argue that juxtaposinggtweyhof exploitation in the
Niger Delta and Watts’ more recently articulated “oil coeplwith the rise and fall of
the social welfare improvement aspects of the CCPDP demossthaedisjuncture
between the discourse of neoclassical economics and the actiedgg®through which
power to exploit petroleum resources is exercised. Furthermorepenhadps most
controversially and importantly, the logic of neoclassical ecoromhes not drive this
exploitation.  Rather, it acts not only as justificatforbut more importantly a
mystification, an exhibit, and a spectacle exercised in condadriother mobilizations of
power (e.g. control of governments, construction of ethnic or other ‘comeginit
mobilization of religious fervor for missionary or other intervenist aims) that

corporate entities have used for hundreds of years to gain andaimafticess to

productive resources.

17 Schmitz (1995, 64) references Mosley (1991, 20yaimating the transition of World Bank policymaker

from nation-state relations to removal of statesseignty over economic affairs:
As more of their lending became policy-based, sl stringent economic ‘conditionality’ based
on the above [neoliberal] prescriptions, delivemmould come from roving teams of international
economic experts with ‘a justification for a muctona active intervention in the local politics of
developing countries.’

See also Ferguson (1994).
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Many have presented neoclassical economics and development asdlivonce
exploitative realities. These grow out of two major theoretical sgedrhe first, which |
cover in this section on “neoclassical economics as mystificatilony% from Hegel and
Marx as synthesized in particular by Gramsci. The second, cbuerhe following
section, flows from Foucault and has to do with the “microphydiggower” (Foucault
1977, 139). Gramsci mixes Marx with Hegelian thinking to form theonatf cultural
hegemony. As Sivaramakrishnan (2005, 348) describes: “Hegemony thigomated in
the Hegelian formulation of the dialectical relationship betwherconsciousness of the
master and the consciousness of the oppressed, with the former ind¢penidire latter
dependent (Hegel 1977).” Marx (1963, 61; see also Scott 1985, 315), forrhhis pa

distinguishes between “ruling ideas” and the “ruling material force oésdci

The ideas of the ruling class are in every epoch the ruling ideathe class which is the
ruling material force of society, is at the same timeutsg intellectual force. . . The
individuals composing the ruling class possess, among other thingsjammness, and
therefore think. Insofar, therefore, as they rule as a clabsletermine the extent and
compass of an epoch, [they], among other things, rule also as thirkgneydaicers of
ideas, and regulate the production and distribution of the idea of their agdeinudeas
are the ruling ideas of the epoch.

These notions seem to share similarities with my project inbibth divide material and
discursive realities into distinct spheres. Italian Antonion@3@ provides an enduring
contribution to literature on “ruling ideas” by going beyond econonyiaailpolitically
reductionist notions of domination and positing that system maintenaneeela as
transformation depend not only on economic and political structures butatultur
educational, and religious structures and processes as welll@@6éx Lears 1985, 568,
572, 574, 577). Of particular importance is Gramsci’s notion of “hegemang”its
relation to the coercive Weberian state structure. Lears Gotassci’s attempt to define

cultural hegemony thus:

[Cultural hegemony is] the “spontaneous” consent given by that gnasses of the
population to the general direction imposed on social life by therdormfundamental
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group?® this consent is ‘historically’ caused by the prestige @msequent confidence)
which the dominant group enjoys because of its position and functitire imorld of
production (Gramsci 1971, 12; Lears 1985, 568).

This definition is the first of a two-part description of hegemanywhich the above
describes the role of “civil society.” The second part describesrole of “political

society,” or the state, as the apparatus with “legitimaggit to the use of force within its
boundaries against those who refuse to actively or passively cohsAaatLears (1985,
568) indicates, “consent and force nearly always coexist; thaungh or the other

predominates®

Gramsci concentrates on a dichotomy not only between force and consalsbbut
between consciousness and practice. Regarding consciousness, Leasss siigge
following: “As Gramsci understood, the hegemonic culture depends not on the
brainwashing of ‘the masses’ but on the tendency of public discourseke some
forms of experience readily available to consciousness whileimgnar suppressing
others” (Lears 1985, 577). People are therefore not so much manipulatediopting
ideologies supporting inequality and exploitation as they are pesuaflethe
“legitimacy” of such ideologies, and prevented from consideringratmes (ibid., 574).
Indeed, Gramsci’'s concentration is not so much on the class staggeach but on

reasons for the lack of more pronounced class struggles in castadisties, and the

18 Gramsci’s code for dominant “class”, which he usedvoid censorship. See Gramsci 1971, 5n1.

9 Although Gramsci does not explicitly indicate thisseems clear that he is alluding to Weber's 8195
78) conception of the state as the entity that dasonopoly on the legitimate use of force within a
territory. See also Chilcote (1994, 98).

2 One might therefore look at hegemony, as does MaBarfi998, 8), as the next step beyond military
conguest in forming more effective and sustainaygems of domination. Although there must almost
always be an implicit threat of force behind hegaimaomination, ideological domination removes many
situations where such force would need to be esedci Given that the balance between force and
“consent” is very precarious, governments usuallysihresort to indirect, hidden, deceptive actigitiet
only to maintain ideological domination but alsodffectively utilize force when force is perceivad
necessary. For example, the FBI resorted to diaibkrule, surveillance, and other tactics agatinst
Black Panthers and the American Indian MovemenhéUnited States. See Churchill and Vander Wall
(1988). Cox (1996, 127) describes Gramsci's (196B-170) borrowing of the image of a centaur from
Machiavelli (1977, 49-50) as a way to indicate tb&tionship between consent and coercion. “To the
extent that the consensual aspect of power isarfdtefront, hegemony prevails. Coercion is alwaysnt

but is only applied in marginal, deviant cases.”
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example of a successful "vanguard" revolution in relatively rapitalist Russia. He
suggests that much of the reason can be found in the cultura¢ spharrelatively great
distance from the means of production (Lears 1985, 572; see also Cox 189&ede
above).

According to Lears:

Gramsci’s vision of society involves not a mechanical moddlagke and superstructure
but a complex interaction of relatively autonomous spheres (padirivate; political,
cultural and economic) within a totality of attitudes and prasticeThe [economic] base
does not determine specific forms of consciousness, but it desde what forms of
consciousness are possible (Lears 1985, 571).

Gramsci’s vision of society indicates plausible reasons whyguliasses are able
to maintain control without resorting to coercion as often as wouldgénbe expected.
The power of hegemony includes “cultural as well as economic artec@lotiower—the
power to help define the boundaries of common-sense ‘reality’ eiyhignbring views
outside those boundaries or by labeling deviant opinions ‘tastele&stesponsible”

(ibid., 572).

Subsequent scholars have applied such notions of “naturalization” and
“objectivity” to “democratization” initiatives; U.S. foreign poli (Robinson 1996); and,
of particular importance to the present project, ideological peojEfcthe World Bank to
co-opt concepts of resistance groups in order to reorient discoursasvicbnment,
participation, and equity so that they might fit within its dominaractices (Schmitz
1995). Moore suggests that post-World War Il development discourses saerbas
hegemonic constructions whereby “a dominant social class orgarszeseitso it seems
‘natural’ to its subjects . . . [This] is by no means easy. takks on . . . as many strands
of oppositional discourse as it can co-opt” (Moore 1995, 1 and note 3). Suks wor
portray ideological hegemony not only as control of the boundaries o€icaasess,

what language is used to describe social phenomena, but also attgmgominant
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institutions to appropriate whatever oppositional language seemsrodbgotent at any
given time, and either redirect its power to serve dominagtests or remove the power
of these words entirely. Note the importance of ideology in comgodiscourse and
practice as well as the existence of opportunities for sigmifitevels of contestation,

where competing ideologies vie for broad social influence.

Although control over ideological apparatuses may contribute to mfeetieé
and stable patterns of inequality and domination, Gramsci and otheraténthat there
are also spaces for resistance, although the precise nattimesefspaces is contested,
particularly regarding divides between discourse and practicejdeology and
experience. Indeed, there are many accounts of subordinated groupsrcooptang”
dominant discourses in order to make their demands known. Lears suggestsg
from Bakhtin and Holquist (1981, 269-315) and with some ambivalence about the
devaluation of discourse,that “even the most successful hegemonic culture creates a
situation where the dominant mode of discourse. . . becomes a fiebthtehtion where
many-sided struggles over meaning are constantly fought out” (Lears 1985&®a)so

(Cox 1996, 130ff). Lavie and Swedenburg (1996, 9) argue thus:

Hybrid products are. . . results of a long history of confrontatimetsveen unequal
cultures and forces, in which the stronger culture struggles tootonémake, or
eliminate the subordinate partner. But even in the case toénsdy unbalanced
encounters, subordinates have frequently managed to divert Ithealcelements they
were forced to adopt and have rearranged them for their owgugbpses within a new
ensemble—as in the case of the Native American Kashaya BbCalifornia, who took
on the trappings of an austere Victorian Christianity in ord@rdtect themselves from
decimation (see also Sarris 1996).

ZL“One is entitled to some skepticism. All the talout ‘struggle’ suggests a mock-heroic picturéhef
‘strong’ writer or artist vanquishing, against atlds, external influences. .. Skepticism deepédren one
wonders whether the struggle over meaning mightealfalanguage itself were diffused, increasingly
deprived of its capacity to evoke precise (albeibjsctive) meanings. Henri Lefebvre [1984], Jean
Baudrillard [1976], and William Leiss [1976; Leiasd Kline 1978] have all commented on ‘the floating
stock of meaningless signifiers’ that seems togase under the aegis of consumer culture, as ahrert
and the mass media assemble and reassemble chisssrabolic attributes designed to sell commoditie
(Lears 1985, 591-92).
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Scott uses such reasoning as the above to argue against the na€tlefaiutionary
consciousness.” Rather, many revolutionary movements such as nhésance and
Russia have grown out of discourses not of revolution but reform (Scott 1985, 318)
Thus, such groups at least initially locate their demands Within dominant discourses
rather than fromwithout Sorel (1941), paraphrased in Cox (1996, 131), cautions,
however, that "reform" could be used by dominant groups to inhibit $aeal
transformation. "For Sorel, social myth, a powerful form of emti’e subjectivity,
would obstruct reformist tendencies. These might otherwise attakers away from
revolutionary syndicalism into incrementalist trade unionism or magir party

politics."??

One of the recently more controversial aspects of Gramsarisefvork has to do
with the division between discursive and practical consciousnessjnapdrticular
Gramsci’s contention that while people may possess a transioemptactical
consciousness, they may be hamstrung by the presence at thénsarok“uncritically

absorbed” discursive consciousness:

[The ordinary person has] two theoretical consciousnesses (or ameadictory
consciousness): one which is implicit in his activity and whicleality unites him with
all his fellow-workers in the practical transformation dietreal world; and one,
superficially explicit or verbal, which he has inherited from gaest and uncritically
absorbed. [This verbal conception] holds together a specifial gpoup, it influences
moral conduct and the direction of will, with varying efficaoyt often powerfully
enough to produce a situation in which the contradictory statensftiousness does not
permit of any action (Feierman 1990, 31-32; Gramsci 1971, 326-327, 333scteas
1985, 569).

Invoking literature regarding development discourse, one might saththéived reality
is dehistoricized and depoliticized, therefore rendering it seemingly nigehble (Moore

1995).

#23ee also Escobar (1995b) on alternatives to corvertpolitical institutions.
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Scott (1985, 318) critiques Gramsci’'s notion of “contradictory consciggsigy
suggesting that Gramsci has it backwards at best when he dhgiigseople can be
resistant in practice while not being able to coherently lota&te lived experiences in a
“critical historical consciousness,” to use Giroux’s (1981, 46) dasmn. First, there is
significant empirical evidence that subordinate classes haveabé=io “penetrate and
demystify the prevailing ideology.” Secondly, suggesting that slifated classes
conflate what is inevitable with what is just reveals a rkestaunderstanding of the
“hidden transcripts” that such classes must employ in the da¢be “compulsion of
economic relations” as well as threats of coercion. Another vesakthat therefore
surfaces in Gramsci's notions of hegemony as a combination ofntoaseé coercion
(see Cox 1996, 127; Lears 1985, 568) is a failure to effectively desbdlsharacter of
coercionvis-a-visconsent. Scott suggests that “consent” is only possible by halding
the threat of violent reactions to opposition. People know this, anddresadt publicly
as if they are in agreement while privately engaging in teesis. Thirdly, the
requirement of hegemony that it represents idealizations litfyreantains within itself
contradictions that enable subordinate classes to resist dominssgsclan their own
terms (see also Lears 1985, 5&1)Fourth, historical analysis of revolutionary
movements such as those in Russia or France nearly alwaasrewn-revolutionary
demands or representations of what Lenin referred to as “trade ummgci@usness”
(Scott 1985, 318, 340-343). Finally, breaking norms and values is usuallyork of
the bearers of a new mode of production rather than the subordinates chdss “are
often seen as backward looking, inasmuch as they are defendingwheinterpretation
of an earlier dominant ideology against new and painful arrangenmeposed by elites

and/or the state” (ibid., 318).

% We may look at corporate social responsibilityp#ering such possibility.
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Feiermaf® invokes recent anthropological literature regarding relationships
between discourse and practice to argue that Gramscian theories of hggaffearfrom
some of the same weaknesses found in anthropological studies theatedattata
primarily through interviews and other methods of engaging ioudss/e interactions
with subjects. He quotes Bourdieu thus, “Anthropologists learn about esautiety
through indigenoudiscourse even thoughpractice is the authentic basis of social
organization” (Bourdieu 1977, 1; quoted in Feierman 1990, 27). Feiermarnzesitic
theorists of practice such as Bourdieu and Ortner (1984), for igndiscgurse in large
measure and therefore finding it difficult to account for charsgeeal as analyzing links
between consciousness and power (Feierman 1990, 28). He suggesisidteaorder
to present a true picture of discourse and practice in maintainingasforming
ideologies and actions one must examine how “socially centrad”id@laid., 27) evolve
through struggles among intellectuals at all levels of saciétpw are discourses not
only created but also appropriated for different ends by people ateditflevels of
society?® He suggests that it is necessary to conceive of discourse auiit@relating

to one another in diverse and complex ways:

The valuable contribution [of Gramsci’'s notions of contradictmonsciousness] is the
recognition that practical consciousness and discursive consegsusan coexist in a
state of contradiction. It is clear, however, that no regdetionship exists that ties
practical consciousness to rebellion or discursive consciousmessisent. . . There is
no limit to the way contradictions can appear—contradictions batwkgsenting

discourse and consenting practice, or the reverse, in adddi@ontradictions within

practice and within discourse (ibid., 32).

Feierman’s notions of complex, dynamic relations between discamnd practice, as
well as focus on individuals as mediators between discourse andc@rdeaad him

ultimately to reject the necessity of any type of ceiziedl control of ideology and

centralized intellectual power (ibid., 19).

24 See my discussion of textual analysis below.
% See Fisher (1997) and Forbes (1996).
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Both Feierman and Scott suggest from their critique of Grasswtions of
dissenting practice and consensual ideology that peasants and othemsubdrgioups
can comprehend that they have been subjected to unjust politicaljrécpaad social
structures. However, given the resources available to thematbeynly able to engage
in “everyday forms” of resistance. As Scott suggests, “Shoraat@ial rebellion,
powerless groups have, | argue, a self-interest in conspirirrgiriforce hegemonic
appearances” (Scott 1990, xii). Similarly, powerful groups alse hen interest in
upholding appearances of hegemony, in that it allows them to rffectiveely maintain
order. Without the means to deal with consequences of speakingdterf transcript. .

. directly and publicly in the teeth of power,” (ibid., xiii) people asedter off getting

what they can and biding their time.

According to Feierman, the Shambaai peasants among whom he liveddtave
been able to take power under colonial or postcolonial regimes bedhastortes of
government and of employers are too powerful for members of a vulnerable cksistto r
directly.” Instead, it is useful to speak of differences betweestage and offstage
discourse, akin to Scott’s public and private transcripts. Scott (1996u§d¢sts for his

part that:

[in cases where open revolt is coercively prevented] it ismore accurate to consider
subordinate classésssconstrained at the level of thought and ideology, since they can in
secluded settings [i.e. through private transcripts] spatik comparative safety, and
more constrained at the level of political action and strugglere the daily exercise of
power sharply limits the options available to them.

However, Feierman’s above statements that “there is no bntite way contradictions
can appear [between practical and discursive consciousnessgrniaei 1990, 32)
indicate that he is uncomfortable positing either GramsciSoott's characterization of
relationships between ideology and practice. Feierman furtheulates his discomfort

thus:
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the separation between action offstage and action onstage, disadfstege and
discourse onstage, is a valuable one. [However] the distinttetween discourse
offstage and discourse onstage is very different from tiséndiion. . . between
discursive consciousness and practical consciousness. Tobdesorisciousness as
practical is to say that knowledge is tacit and that ther & incapable of formulating it
discursively. To say that discourse cannot be seen onsageslopen the question of
whether the action emerges as practice without discursivergeémet or whether the
action emerges from discourse which is merely unseen, publicly inviiitilg 42)

Lears (1985, 573) expresses some distaste for those who are tuillingparage
the capacities of elites for rationality, but who are reluctantiescribe subordinate
groups in the same way. In a different manner from Scott iedlpdaut also Feierman,
he suggests that Gramsci’'s conception of hegemony is compatithle“ttve recent

emphasis on distinct and vigorous working-class cultures”:

To clarify that flexibility, one might imagine hegemonic cultsiplaced anywhere on a
continuum from “closed” to “open.” In the closed version, subordinaiapgrlack the
language necessary even to conceive concerted resistanttee wpen version, the
capability for resistance flourishes and may lead to thatiore of counterhegemonic
alternatives. The place of a culture on the continuum depends @ficspecumstances
at a particular historical moment (Lears 1985, 573-574).

2.4 Neoclassical economics as spectacle: Foucault,
governmentality and the “microphysics of power” 26

Though there is much beneficial to be said about Gramsci’'s conbnisuido hegemony,
the domination/resistance split is only somewhat useful and rdgrtao dualistic. Li
(2007, 25), in arguing that Foucauldian engagements including Rose (1889ptbe
“anemic” regarding politics, usefully combines Gramscian domireggistance with

Foucauldian mundane practices:

The value of the Gramscian approach, for my purposes, is the foduswoand why
particular, situated subjects mobilize to contest their opfes This was not a question
elaborated by Foucault. Conversely, Foucault has the edge on tetk@miization of
how power shapes the conditions in which lives are lived... Foudarkd the concern
to examine how power is lived but approached it differently [f@ramsci]. Gramsci
understood consent to be linked to consciousness. Foucault underdbgarissto be
formed by practices of which they might be unaware, and to which ¢besent is

% See Sivaramakrishnan (2005, 349), for examplehefuse of “microphysics of power” in relation to
Foucault.
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neither given nor withheld. Further, Foucault highlighted the ways hichwpower
enables as much as it constrains or coerces. It works throagiices that are, for the
most part, mundane and routine. Thus the binary that is compaithle Gramscian
analytic — people either consent to the exercise of powdegrresist it — was not useful
to Foucault. | do not find it necessary to choose between Grants&icucault on this
point. Some practices render power visible; they trigger cousceactions adequately
described in terms such as resistance, accommodation, or consent. Other modes of powe
are more diffuse, as are people's responses to them. John Alleni(@808ut this point
eloquently when he observed that power "often makes its prefdnteough a variety
of modes playing across one another. The erosion of choice, theeabdqossibilities,
the manipulation of outcomes, the threat of force, the asdemithority or the inviting
gestures of a seductive presence, and the combinations thereof.”

Allen completes this passage by stating, “A simple dominaésistance
framework in this respect trivializes the feeling for what povwg when it is brushed up
against.” Much of this “power that one brushes up against” has theenized with
reference to Foucault. However, Foucault has been approached in avtedgferent
ways with regard to the issue of neoclassical economics efaclee | covered the first,
what | call the discourse approach, briefly in discussion of ddHidraham above. |
revisit it here because it has been a major force recentbn@nthose critical of
development according to the neoclassical economic model. The squormhdh,
governmentality or the “conduct of conduct,” underlies much of my comartative
below including that which references Apter, Watts and Li. It undserfiie everyday
forms of control in producing margins, forms which make it lesessary to engage in

spectacular and brutal violence to maintain control.
2.4.1 Foucauldian discourse and the ‘local’

The Foucaldian discourse approach is helpful in this project beitquseides a critical

context for looking at the terms that the World Bank uses to podeaglopment as
governance: participation, empowerment, accountability, transpareih@ge Terms, like
the neoclassical economic theory that still forms the negesseae of development, are
substantively disconnected in important ways from realities ofoéapbn. Scholars

such as Escobar (1995a; 1995b; 1997), others who contributed to Rahnema and
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Bawtree’s (1997) Post-Development Readeand Sachs’s (1992aDevelopment
Dictionary, and Ferguson (1994) posited—albeit with more concentration on failure tha
success—that modern states and notions of development have specHicteristics that
have contributed to development disasters of a certain sort witlarsoatcomes (for
Ferguson, the extension of state influence where it had previbasly largely absent)
and even to the utter poverty of development as a progressive dis¢Bsczbar,
Rahnema, and Sact). Escobar undertook a similar project regarding development in
the 1990s. Like Gibson-Graham above, Escobar joins other post-deeakopnpost-
structural scholars in emphasizing discourse as the space of domiaad advocating

for concentration of social transformation in the generative IoEstobar’s other work
argues for emphasis on the value of “new social movenféras”spaces for political
action outside conventional state and civil society structures symtliisal parties and

trade unions. He suggests that:

whether [action of such groups] leads to significant transdtoms in the prevailing

regime remains to be seen . . . However, the grassrootsvesiaf social movements. . .
constitute an analytical and political terrain in which wesakening of development and
the displacement of certain categories of modernity. . . cadefired and explored

(Escobar 1995b, 210).

Although his approach is self-described as poststructuralist andsiNgew‘in the sense
that it stems from the recognition of the importance of the digsaof discourse and
power to any study of culture” (Escobar 1995a,vii)—Escobar describedogenent

thus:

Instead ofthe kingdom of abundance promised by theorists and politicians in the 1950s,
the discourse and strategy of development produced its opposite: venassi
underdevelopment and impoverishment, untold exploitation and oppressidn {pi
emphases added).

2" The following is a revised version of my Mastehgsis discussion (Jackson 2000, 56) of differemze
locality in the context of Freire’s critical literg.
% See Escobar (1992; 1995), Alvarez and Escobai2j]l#dvarez et al. (1998) and Touraine (1981).
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Sachs (1992a, 4) suggests — demonstrating sympathy with notionslobidel
hegemony — that “the mental space in which people dream andlacjesy occupied
today by Western imagery,” and that the essays in his editedheaintend to “expose
some of the unconscious structures that set boundaries on the thinlong eboch.”
Words such as “development” (Esteva 1992); *“environment” (Sachs 1992b);
“participation” (Rahnema 1992a); and “planning” (Escobar 1992) have beeéntase
justify management and intervention on behalf of modernization. Theslesaas well
as one by Rahnema on poverty (Rahnema 1992b) seem to suggessishetae must
come from more decentralized, grassroots sources so as to respkcprotect

“vernacular” or “local” knowledges and ways of being.

The writing by post-structuralists of domination in discursivenggrand the
consequent concentration on a resurgent local as the space forcialelsange, forms
part of my argument in the conclusion that my approach to neoclassa@omics and
development has significant implications for study of and engadgemih social
movements and contentious politics. However, there has been sighificticism of
post-structuralist literature, criticism that | largelyres with in questioning the inherent
capacity of resistance to be found in the ‘difference that itgcatakes’, and the
reductive Gramscian location of domination in the “mental spacéichvwpeople dream
and act.” In a review of the books by Ferguson, Escobar, and Sadlasyah@§1996)
suggests that they are flawed in their (e.g. Ferguson) tendedfetaritique without
alternatives, or to offer alternatives such as greater attetdithe local that threaten to
replace one grand theme with another, and their tautological argunfegrswal (1996,

476) offers two useful pieces of advice for the above authors:

Instead of avowing an explicit commitment to post-structuraléamd calling for a

repudiation of ‘development,’ it might be far more fruitful to emae the ways in which
attempts by the state to foster development are often usadtasrients of legitimation
and extension of political control, yet also often engender resest@and protest. It was
Foucault, after all, who pointed to the positive as well as the negesjpexts of power.
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A second productive move might be to accept the impossibilitgusstioning all
metanarratives and instead to rethink how development can b&alpiofiontested from
within as well as from outside.

Gupta and Ferguson also argue (1997, 46) that movements for social
transformation cannot fall back on pre-existing structures of idgattdn in battling

such forces as corporate globalization:

For the proponents of ‘cultural critique,’ difference is takeraatarting point, not as an
end product. Given a world of “different societies,” they ask, hawwmuse experience
in one to comment on another? But if we question a pregiveld wbrseparate and

discrete “peoples and cultures” and instead see a set of diffgpemducing relations, we
turn from a project of juxtaposing pre-existing differencesot@ of exploring the

construction of differences in historical process.

In a similar manner, Ebert (1991, 295-296) critiques ‘ludic postmodernerd’

argues that instead:

difference, as | argue resistance postmodernism rewrites #lways_difference in
relation that is, difference within a system of power and the social strugglegheers.

This concern with the economy of relations of difference withstorically specific
totalities is the key issue of transformative politics—asdmain difference from ludic
politics—for transformative politics sees its task asrirring in the power relations
organizing difference in order to end the oppression and exploitation gamdthem.
If totalities are structures of differences, and thus multipletabies and changeable
arenas of contradictions and social struggle, then they are opeantestation and
transformation (emphasis in original).

Agrawal, Gupta and Ferguson emphasize the optimistic potentiaémharrelations of
power, as well as the structures and relations of power througth wdifference”

operates. “If totalities are structures of differences, dud tmultiple, unstable, and
changeable arenas of contradictions and social struggle, then atleeyopen to
contestation and transformation.” However, ‘totalities’ areo afgructures with

materiality.

Watts emphasizes the materiality of totalities, as apdims “performative
knowledges” common to post-structuralist thought. He does so in thraeulzaly

emphatic instances. First, he (1999, 91) critiques post-development

discourses on alternatives and their imaginaries. . . Idgmtiifics is championed by
Escobar, for example, because it represents part of anagiter reservoir of knowledge
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and because such ideas stand against the ‘axiomatics ofisapitaBut there is surely
nothing necessarily anti-capitalist or particularly progeesabout cultural identity: calls
to localism can produce Hindu fascism as easily as Andean Indian co-agetativ

In the same volume (p. 107), he makes the point more sharply ang cietae context
of the Ogoni in the Niger Delta: “Nine Ogoni were hung not for comugeaor play but

for confronting state legitimacy on the most sensitive of itesrdhe geographical terrain.

Finally, Watts (2003a, 10) is of equally strong opinion in an arclgen for a
special issue of thBingapore Journal of Tropical Geographyn that journal, he argues
that the Islamic extremism behind the SeptembéY téiror attacks could be seen as a

call for an alternative development:

political Islam seems to meet all of the preconditions of kyforms of alternative
development, and would fit quite comfortably in Gibson-Graham andi®sidcame of
reference. If development, as Gupta (1998) says, is orientaéissformed into a science
for action in the contemporary world, is not Islamism a vivid edamof “post-
development”, a case of religion transformed into cultural politics?

Gibson-Graham (2003a, 37) responds that this “[alignment] (despitesiataias to the
contrary) [of] postdevelopment thinking with Islamic fascism s.a dance that need not
be performed. | know | certainly want to sit it out and wait foew space on the floor.”
Watts then responds (2003b, 10), “. . . we, | gather, build differing ontelodine,
slathered in real politics, the predictable monotony of businesasaal, and the
objective, distanced apparatuses of truth confirmation; and hers, identiyd creating
instances of non-capitalist development (p. 36).” Whether such nadrlyominem
attacks are useful, this certainly highlights the disagreemefitin Foucauldian
approaches about the nature of power and development. Watts dsadythe

Foucauldian notions of governmentality rather than the discursive readings of Foucault
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2.4.2 Governmentality

The second strand of Foucault, and one that more deeply informssthetadies that
make up this project, refers to ‘governmentality’, the maintenaiggower through
“microphysics” (Foucault 1977, 139) of everyday disciplining. Neoclaksiconomics
and development as structural adjustment or governance form part afothisl of

conduct, by “rendering technical” (Li 2007, 7-10, 234) arrangements ofrpinatare

centered on coercive states and exploitative corporations. Watts (200@s the
importance and problematics of governance as part of “governmentdaygh perhaps
with somewhat more optimism about its value as an antidote tdbarslieconomics

(“high economism”) than | have:

Questions of governance, and sensitivity to multiple paths dfatiam, are powerful
antidotes to the absurdities of high economism. But thexel@ger, as Hart (2002) has
signalled recently, that one loses sight of the interconnecatimssdivergences, ignores
the ongoing struggles and processes by simply reading path-depgrfdem history,
seeing power in institutions as exercised only through rules and rfouthisre). It is
against these lacunae that | wish to return to governance,rdmt & Foucauldian
perspective . . . (Watts 2003a, 12)

Government for Foucault (2000), referred famously to the “conduatrafuct”, a more
or less calculated and rational set of ways of shaping conduct asecofing rule
through a multiplicity of authorities and agencies in and outsididefstate and at a
variety of spatial levels (Watts 2003a, 13).

First, Watts (ibid.) highlights Foucault’s relation of people and resources:

The things, in this sense, with which government is to be coedeare in fact men, but
men in their relations, their links, their imbrication tvithose things that are wealth,
resources, means of subsistence, the territory with itgifgpequalities, climate,
irrigation, fertility, and so on; men in their relation to thosgher things that are
customs, habits, ways of acting and thinking and so on; and finally men irometati
those still other things that might be accidents and misfortunes asicfamines,
epidemics, death and so.onWhat counts is essentially this complex of men and things;
property and territory are merely one of its variables {Fouc@@00 #4842, 201-22\,
emphasis added by Watts\}.

Secondly, Watts (ibid., 13-14) builds the notion of “governable spacesi Rose’s
(1999) and Dean’s (1999) work. He takes the notion of governmentality Rose
(1999, 21), as:
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“studies of stratums of knowing and acting. Of the emergehgarticular regimes of
truth concerning the conduct of conduct, ways of speaking truthoe authorised to
speak truth.... of the invention and assemblage of particplaaratuses for exercising
power... they are concerned with the conditions of possibility aedligibility for ways
of seeking to act upon the conduct of others. . .”

Governing, that is to say what authorities wanted to happexation to what problems
and objectives and through what tactics, can be assessmgjiththe analytics of
government, in other words the processes by which we govern engaerned within
different regimes, the conditions under which they emerge, tepanal are transformed.
Dean notes that there are four dimensions to government so cdn3theefirst he calls
forms of visibility(the picturing and constituting of objects). The second isettteneof
government(through what means, mechanism, tactics, and technologies is itguthor
constituted and rule accomplished). Third, gpsteme of governmefwhat forms of
thought, knowledge, expertise, calculation are employed in governingamds form
given to what is governable). And fourforms of identificatior(the forming of subjects,
selves, agents, actors, in short the production of governablects)ybjemphasis in
originall. . .

The other [aspect is] taken from Rose’s notion of governglalees as they emerge from
the four analytics of government detailed above. For Rose (1999 @&2ynable spaces,
and the spatialization of government, are “modalities in whacreal and material
governable world is composed, terraformed, and populated.” Thes satlevhich
government is “territorialised” — territory is derivédm terra, land, but alsaerrere, to
frighten — are myriad: the factory, the neighbourhood, the commbgetegion, the
nation. Each of these governable spaces has its own topology odiéied, as Rose
(1999, 37) puts it (through systems of cognition and remodelled thromggrrgnent
practice), in such a way that demands how such topoi have emt#rgesticial thought
and practice that has territorialised itself upon the nationcitlye the village or the
factory. The map has been central to this process axla ai objectification, marking
and inscribing but also as “a little machine for producing aion in others” (1999,
37). But in general, it was geography that formed “the art &vlsegence was political
economy” (Rhein, cited in Rabinow 1984, 142). Modern space and modenmajoiee
spaces were produced by the biological (the laws of populatibohwletermine the
qualities of the inhabitants) and the economic (the system® girtiduction of wealth).
Governable spaces necessitate the territorializing ofrgoantal thought and practice
but are simultaneously produced as differing scales by the “emid bf political
economy” (Rose 1999, 39).

Apter likewise, in his (2005) socio-historical analysis of the ¢spae of culture” in
Nigeria, relies on Foucauldian microphysics of power, as sgeatisbussion of colonial
control: “If the colonial rule was visible, even spectacular, ititha was hidden in the

details and disciplines of new forms of etiquette and knowledge” (2005, 181).

Mitchell (2002; 2006; 2008) applies a similar perspective to the grofvthe
economy, which he argues is in fact a quite recent phenomenon:
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In the twentieth century, new ways of administering the welfafr populations, of
developing the resources of colonies, organizing the circulatioroné&yn compiling and
using statistics, managing large businesses and workforcaglirgaand marketing
products, and desiring and purchasing commaodities brought into beingdthat for
the first time could be measured and calculated as thowgré a free-standing object,
the economy (Mitchell 2008, 1116).

Thus, what Callon et al. (2002, 196) calls the “caged economics” afrtiversity is a
spectacle while the habitus of economics is hidden in the defallsconomics in the
wild™; that is, economics participating in the production of the econamgn object’
Mitchell forms very much the same argument as Carrier ankkerMin that the
“‘economy” is a recent construction that has created the worla ghatports to describe.

He (Mitchell 2008, 1118-1119) uses the example of Edison’s development of an

electricity network:

Edison’s case. . . helps us to think about the question of virtu@smier and Miller
1998). There is no simple divide between an experimental or sadweorld of the
industrial workshop or business planning and a real world outsidevery situation
offers a certain arrangement of the simulated and that to wiiieteis. . . Every instance
of building networks was simultaneously a demonstration and the thaigg
demonstrated, something virtual and something real.

As a result, Mitchell’s privileging of the economy is open soméwhmahe same
critigue | make of Carrier and Miller, that the economy whibeverful is not the only or,
in important ways, even the most important driver of exploitationusTmy cases look
at other drivers than economics, including business, religion, culhdegaography.
With Thrift, 1 agree that economics has great influence on “tbhediin particular of
academics, the World Bank and legitimization of certain kindstefr4 and intra-state
discipline. However, it has questionable influence on businessaflite) or corporate
exploitation in Central Africa. Furthermore, no matter whatpomate executives,
neoclassical economists and development officials argue, busiaessitical influence

over exploitation (state and non-state) in producing as well as consuming’areas

2 See especially Michell (2006).
39 Rangan and Kull (2009, 41) make a similar poirdistussing Foucault’s “discursive formations” astp
of their examination of scale and political ecology
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With these general theoretical points in mind, it is importamt begin
substantively with the narrative that is the shift from orthodoaclassical economic
theory to neoinstitutional economics, and the difference this makescanomic
development theory and World Bank research and high-level polientations in

particular.

Excessive emphasis on deconstructing rational kedgd often
obscures the ways in which sensibilities and ematire evoked to imbue scientific or
policy discourse with legitimacy and authority.
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Chapter 3 From Neoliberal to Neoinstitutional Approaches

How does this new institutional approach fit in with neo-
classical theory? It begins with the scarcity hence
competition postulate; it views economics as a theory of
choice subject to constraints; it employs price theory as
an essential part of the analysis of institutions; and it
sees changes in relative prices as a major force inducing
change in institutions.

How does this approach modify or extend neo-classical
theory? In addition to modifying the rationality postulate,
it adds institutions as a critical constraint and analyses
the role of transaction costs as the connection between
institutions and costs of production. It extends economic
theory by incorporating ideas and ideologies into the
analysis, modeling the political process as a critical
factor in the performance of economies, as the source of
the diverse performance of economies, and as the
explanation for ‘inefficient’ markets.

(North 1997, 19)

When | refer to neoinstitutional economics, | refer to one of tineams identified by
Bardhan (1989; see also Leys 1996, 82). Bardhan refers to Aké€tio78) “Market for
Lemons” as a strand of “new institutional economics,” as well,ghdhis is somewhat
rare in the broader literature. Indeed, Akerlof is not refe@nie Harriss et al. (1995)
The New Institutional Economics and Third World Developméfbwever, the main
innovation claimed by neoinstitutional economists has to do with the nature
information, and Akerlof's work shares with neoinstitutional economit®
acknowledgement of imperfect information. More commonly than AkeBeaites’
rational choice political economy has been widely associated mabinstitutional
economics in the context of rational choice perspectives. Bat¥ kas significant
influence on development, and his addition of politics provides importargctioes to

neoinstitutional economics within rational choice perspectives iniddaet al. (1995,
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chap. 37 However, his political economic rational choice view, with @saentration
on power, does not classify him for my purposes within the prioctemsd work of

neoinstitutional economics.

Orthodox neoclassical economi$tsassume that information is costless.
Therefore, in a free market economy, prices depend only on technology, or
“transformation costs” (North 1990, 31). Since the stock of techndb@ny given
time is globally consistent, then market transactions will moweeprfor a particular
commodity to the one equilibrium price whereby a gain to one actessagly means a
loss to another actor. That is, the market will be Pareto optirhgdon changes in
technology, resources are allocated through the price mechaniseileict the new
equilibrium price point. Efficiency, then, is simply allocativffiotency; that is,
efficiency defined as the extent to which resources arghdisdd in a manner amenable
to selling a good for the lowest price possible. Two types oftates are relevant to
economic activity in this scenario. The market is the spadediosactions, and the state
has a monopoly on violence in a particular territory. Statesngvertant for orthodox
neoclassical economists because they have the power to distort mavikgtlacaltering
the prices of transactions. With state intervention therelli®sly one equilibrium, but
that equilibrium reflects not only the existing stock of technologtyalso the effects of
the state distortion, whether it is subsidies, quotas, tariffslityjuzontrol or other
barriers. As a result, economic policy improvement simply showe ha do with
removing state-induced barriers to trade, or at the most providing reaiis&ibution for

social welfare.

31 As noted in the introduction, Leys (1996) placational choice perspectives appropriately intoaaber
critical study of development from a political soie (political economy) perspective.

32 n regard to policy-making in particular, they aiso referred to as neoliberal economists. Howere
economic theory, they are typically referred to"@shodox neoclassical economists.” See for exampl
Furubotn (1997, 361ff).
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3.1 Reasons for institutions: information costs und erlie transaction
costs

The above description of orthodox neoclassical economics is by rgesglistic, for
reasons of space. However, it presents the core assumptions thatitutioinal
economists address. Neoinstitutional economists accept most cumpéions of
neoclassical economics, except the assumption that informatioosikess. Rather,
because information has a cost, actors must enter into transadtiomsequitable stores
of information. North (1997, 17) summarizes it in this manner, “. . . nmétion is
incomplete, and there is limited mental capacity by which to psoicgéormation.” Simon
(1986; see also North 1990, 23) refers to this as bounded rationalityy mdidescribes
as the gap between the real world and decision-makers’ perceptit. In contrast to
the perspective of asymmetric information — particularly AX&l “the market for
lemons®® noted above — bounded rationality considerations look not only at the
complexity and asymmetry of information but also cognitive sbariogs of all
individuals. Not only do individuals have inequitable stores of informatiwhcognitive
shortcomings, but relatedly they have “different ideas (or memtalels) of the way in
which the world about them works” (Harriss, Hunter, and Lewis 1995, TBg
combination of limited computational abilities, different mental medaid complex
realities mean that no individual has the requisite resources fmniolgt the information
necessary to make fully rational decisidhsTherefore, people ‘satisfice’. That is, they
exercise the level of rationality that they determine easary and feasible for dealing

with a particular situation.

¥ See also Leys (1996, 82-83).
% Herbert Simon was, unsurprisingly, also very iefitial in the field of artificial intelligence. 8e
especially Simon (1996he Sciences of the Artificial.
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To bounded rationality, as Williamson (2000a, 96-97) argues, must be dgded t
tendency of individuals to try to mobilize information inequalitiestfa@ir own benefit

through guile, or opportunism:

The two behavioral assumptions out of which transaction cost econmwmiks are (1)
bounded rationality (on which account all complex contracts are wtablgiincomplete)

and (2) opportunism (on which account mere promise, unsupported by credible
commitments poses contractual hazards). These behavioral assismptpply
symmetrically toall [emphasis in original] forms of organization, which is to Hagt
economic actors in the private sector and public sector arelmEsas being alike. . .

[A]ll contractual hazards would vanish were it not that boundédnitty is paired with
opportunism. Given the absence of bounded rationality, contingentsctainracting
would obtain. Given the absence of opportunism, contract asgganould everywhere

be efficacious.

North (1990, 29) uses the examples of oranges, used cars and lifeagestoa
demonstrate the character of opportunism. The seller of the orangke used cars
knows that the buyer does not know as much about the product on the nsatket a
seller. Therefore, the seller as a rational being would bectegéo try to convince the
buyer that the product is more attractive than it actuall}Cisnversely, the buyer of life
insurance knows that they have more information about their healtthinaeller of life
insurance. Therefore, they will try to convince the sellerttisy are healthier than they

actually are.

Bounded rationality and opportunism, what Williamson (2000a, 96) calls
'‘behavioral assumptions’, create an uncertainty about transatians absent from the
Pareto optimality of orthodox neoclassical economics. This uncertamderlies the
transaction costs that neoinstitutional economists add to the caesisiadesd with
applying technology to production of goods, defined as “transformatids.’to&oods
that actors would purchase in a market with costless informateynnot be purchased
when there are information constraints, because of the additional assiciated with
gathering information, negotiating between buyer and seller, aaditoring and
enforcing compliance with agreements (Coase 1937). North (1990, 41)etasyrtin
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the absence of constraints, asymmetric information and the consetjstibution of
gains will lead to devoting excessive resources to measurementeed can lead to

exchange not taking place at all because the exchange is unenforceable.”

As a result of these transaction costs, neoinstitutional econoangig, those
with adequate power create, change and maintain institutionsotisttain opportunism,
ameliorate information deficits, and help to decrease the uncgri@intransactions.
These institutions have the characteristic of remediablenesslafsito satisficing)
whereby, as Williamson (2000b) notes, “an extant mode of organizationhich no
superior feasible alternative can be described and implemeittedxpected net gains is
presumed to be efficient.” As a result, there is no Paretmabsingle equilibrium for
states to distort or allow. Rather, the uncertainty assdcdata transactions means that
there can be multiple, remediably efficient, sustainable equilibdonditions. This has
important consequences for neoclassical economic notions of develpprhaait under
orthodox neoclassical economics involves “structural adjustment,” @isineeing the

market from distorting state policies.

The integration of institutions moves consideration of efficiencyd an
sustainability, among other things, in significant new directioAs. North (1990, 80)
discusses below, economic change must focus on adaptive efficiatecgl{ange) rather

than simply allocative efficiency (technology):

In allocative efficiency, the standard neoclassical Paretalitons obtain. Adaptive
efficiency, on the other hand, is concerned with the kinds of ruleshipe the way an
economy evolves through time. It is also concerned with thengiléss of a society to
acquire knowledge and learning, to induce innovation, to undertake riskraative
actithSy of all sorts, as well as to resolve problems laottlenecks of the society through
time.

Coase (1992, 717) focuses more on the legal aspects of institutiogsiimgathat “what

are traded on the market are not physical entities but gigsrito perform certain

% The last sentence is more about normative devedapend will be addressed further below.

56



actions.” This perspective, when compared with North’s more haatbyioriented
analysis discussed subsequently, marks the significant division widamstitutional
economics (Bardhan’s CDAWN) between North and “transaction cesthomists
including Coase and more recently Williamson. | first cove transaction cost
economics of Coase and Williamson, and then integrate their pgvgpwith North’s

“neoinstitutional evolutionary economics.”

3.2 Transaction cost economics

Coase applies the notion of buying and selling “rights” rather gomus especially to
guestions about “the nature of the firm” (1937) in the classic fgd¢bat name which is
widely seen as the founding document of neoinstitutional economicdliargon
follows Coase in concentrating on the role that firms play inimizing transaction
costs. Because Williamson concentrates primarily on busingagipation, his work is
rather marginal to conventional economic development perspettivésowever, in
addition to those cases where economic development focuses on erggerprise
Williamson’s examination of firms and governance has been apgliadnacro level in
the World Banks’ emphasis on governance and reconfiguration of state®eaieties to
facilitate economic development. Therefore, while World Bank dgweént research
and policy documents use North’s arguments more extensively in tibeata, the
governance basis of the policy documents actually reflects Wdba’s rationale more
faithfully though policy documents concentrate on state-centered gowermather than

any changes in corporate governance.

Williamson adds the concept of asset specificity to bounded ratipreaaid
opportunism, in establishing a transaction cost theory of firm ordgemza Asset

specificity refers to the difficulty of transferring resoes to other uses after initial

% However, see Dunning (2006) discussion of “a newagigm of development,” from an international
business perspective. | discuss this furtheréncttnclusion below.
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dedication to one type of production. After a commitment is made tchgmeca
particular resource, the resultant sunk costs make it much mailditd change to a
different provider’” Williamson (1975, 26-30) refers to the change in a transaction’s cost
brought about by asset specificity as the “fundamental transfomhatvhereby
exchanges that start out as 'large-number' conditions becomennanmdder conditions
after the exchanges take place because of the resultagasacin cost brought about
through purchase of a particular good. Put another way, if tiee sesrepresents their
product, it becomes relatively more costly to rectify errassed by opportunism by

changing products after the sale is complete.

In orthodox neoclassical theory, firms exist for technological oreasof
indivisibility or inseparability (Williamson 1975). However, the “funaeantal
transformation” resulting from imperfect information and assetiBpgy means that
firms do not simply buy resources, organize them, and sell the resulting gro&ather,
firms must determine whether it is better to “make” or “buy” goods. Iseufacturing
cost of a good lower when it is manufactured inside the firnmoaght on the market?
Williamson (1985, 90; quoted in Furubotn and Richter 2005,%319aks down the

difference between markets and firms in the following manner:

The main differences between market and internal orgamizatie these: (1) markets
promote high-powered incentives and restrain bureaucratic dis®mnore effectively
than internal organization; (2) markets can sometimes aafgreigmands to advantage,
thereby to realize economies of scale and scope; and €B)ahbrganization has access
to distinctive governance instruments.

Williamson’s (2000c, 22) notion of governance for internal organizatiombeg
with Commons’ (1934, 4) argument that “[t]he ultimate unit of afgtivi . must contain

in itself the three principles of conflict, mutuality and order. Tum is a transaction.

37 Conditions brought on by asset specificity are glart of ‘first mover' advantages, which is codere
below in Frynas’ (1998) examination of politicabtability as a competitive advantage for Shell.widwer,
Shell’s first mover advantages have little to déhvaunk costs for the government as purchasenabuer
with Shell’'s resultant political connections andvnarks.

3 See also Williamson (1999, 19).
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Williamson (2000a, 106) uses this conception of transaction cost to umdapi
description of governance as “the means by wioiater is accomplished in a relation
where potentiatonflict threatens to undo or upset opportunities to reatimtual gains
[emphasis in original].” In those cases, therefore, wherepbiefitial conflict” threatens
market activity (“mutual gains”), the distinctive governance insémnits brought by firms
can make productive activity possible. What are these advantadesfirst advantage
of the firm that Williamson outlines is the firm’s ability tmore effectively control
human interaction. Given transaction costs, human beings are assunaetl ito
particular ways given different conditions of control over resourteshe marketplace,
humans act more voluntarily and autonomously in leveraging asymaigtassession of
information and other resources. However, when the hierarchicabfings human and
non-human ‘assets’ under its purview, then neoinstitutional economgis #at the
firm can control these resources in very different ways anddlnsnate many of the
costs associated with market transactions. The firm has lsdraontrol over non-
human assets, while human assets are subject to differential dé\fierm authority. In
particular, even with disputes regarding “human assets” theee“@esumption that

[they] will be resolved internally” (Williamson 1996, 99).

3.3 Evolutionary neoinstitutional economics

While Williamson concentrates on transaction costs and the makeralebision, North
emphasizes that consideration of institutions brings with it thetyabd insert ideas,
ideologies and power politics into exploration of economic systémEhe larger camp

of evolutionary economics, within which North belongs, has a long gestatdeed to

39 Many economists (for example, Harriss 1995) ni# the study of institutions is fraught with issukat

are vexing for economists at least. Among othangth it is difficult to cost out institutional efts.
Secondly, study of institutions brings to the fooet conditions of complex and dynamic causalithis is
difficult to fit into conventional economic paradig. Nugent (1998) proposes a set of solutions that
simplify study of transaction costs from both thpply and demand sides. First, break up demaral-sid
transaction costs into costs of information, cadt®iegotiating agreements, and costs of communigati
provisions. On the supply side, concentrate olective action.
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the beginning of scholarly engagement with Darwin’s naturatsefe The breadth of
evolutionary conceptions in economics draws the interest of schatagsg from North
to Resnick and Wolff (Wolff and Resnick 1994). Given the case-stather than
theoretical focus of this project, | do not seek here to provide panded analysis of
evolutionary economics and its Darwinian (as opposed to Newtonian) vewltvi
Suffice it to say that evolutionary economics is broadly concernigd applying
principles of variation, mutation and natural selection to economic ch@bggfer
2005b). This view retains basic economic conceptions of profit and soamuraeof
individual ambition. However, individual actions closely integrattéh vanvironmental

constraints.

Nelson and Winter, in their influential bookn Evolutionary Theory of Economic
Change (1982, 4), argue that though firms are motivated by profit anckftire are
engaged in looking for ways to improve profits, their actions arépmofit maximizing
over well-defined and exogenously given choice sets.” ‘Orthodox’ ecgsdargely
ignores historical change, and in particular the notion of ‘naturattsah’, which Nelson

and Winter describe thus:

Our firms are modeled as simply having, at any given timdaioecapabilities and
decision rules. Over time these capabilities and rules adified as a result of both
deliberate problem-solving efforts and random events. And over tiraegdonomic
analogue of natural selection operates as the market determines whichrfr profitable
and which are unprofitable, and tends to winnow out the latter.

Firms adopt decision rules that are analogous to routines (predittalvavior patterns)
and production techniques, and these patterns assume path dependentgdraitesuX,
economic activity is both dynamic and stable. Nelson and Wirters concern is with
“the dynamic process by which firm behavior patterns and markebroes are jointly

determined over time” (ibid., 18).

“0'See Dopfur (2005) for a more general examinatia@volutionary economics.
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North begins with the emphasis that ‘institutions matter’, but esetutionary
economics to engage institutions through study of economic historyuiiostg and

institutional changé® Institutions matter because:

the subjective and incomplete processing of information play#tieal role in decision
making. It accounts for ideology, based upon subjective perceptioaaliby, playing a
major part in human beings’ choices. It brings into play the ptexity and
incompleteness of our information and the fumbling efforts weentakdecipher it. It
focuses on the need to develop regularized patterns of human ioteliacthe face of
such complexities, and it suggests that these regularizedctitesawe call institutions
may be very inadequate or very far from optimal in any sense détime(North 1990,
23).

North addresses questions of institutional sustainability and eHaniuilding an
edifice that integrates individual incentive with written rudesl unwritten conventions
overlain by enforcement mechanisms. He argues that neoinstitugeoaltionary
economics is about the interaction throughout history of formal andnafaonstraints,
underpinned by enforcement mechanisms. North uses the notions of fochafcamal
constraints along with enforcement mechanisms to integrate eaonorderpinnings
with socio-cultural and socio-political notions of human interactibie. also uses these
three underpinnings to develop an economic history explanation for whiyékse has
developed economically while the Third World remains stagnant.gih bveith North’s
conception of constraints, followed by his conception of individual incematinakfinally
integrate North’s perspective on economic development with Walers influential yet

ahistorical view of developed and under/non-developed economies.

For North, formal constraints (rules and laws) structure th@sorement,
enforcement and policing of contracts and property rights. As N@@80, 32)

emphasizes, the cost of contract policing must balance the beoethg transaction will

*1 This, for example, makes Udehn’s (2001, 285) dattarization of Nelson and Winter as part of
evolutionary neoinstitutional economics rather djoesble.
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not take place. Formal constraints range from constitutionaltstescat the state level

to rules governing employee behavior at the micro level:

The increasing complexity of societies would naturally raiser#éite of return to the
formalization of constraints (which became possible with theeldpment of writing),
and technological change tended to lower measurement costs andagacprecise,
standardized weights and measures. The creation of formadklggiems to handle more
complex disputes entails formal rules; hierarchies that evalith more complex
organization entail formal structures to specify principaltagelationships. . . [These
formal constraints] may lower information, monitoring and etdarent costs and hence
make informal constraints possible solutions. . . (North 1990, 46)

Informal constraints include extension, elaboration and modificatiororofal rules;
socially sanctioned norms; and internally enforced standards of coiuth (1990, 38)
determining habits, routines, repetitive choices and conventions. Infaonatraints
come from culture, which provides “a language-based conceptual frakneaor
encoding and interpreting the information that the senses arenijimgse the brain”
(North 1990, 36-37). Informal constraints can also include reputation. “Thagke it
possible for us not to have to think about problems or make [repetitiveuting]

choices” (1990, 22).

Informal constraints in productive economies, however, play a majer r

regarding the quantity and quality of labor output:

Conventions about output, forms of organization designed to encousragk
participation and cooperation, and attempts to select workers wigodmaideological
commitment to hard work have all become recent resegeatdas in the New Industrial
Organization (North 1990, 66).

There is a persistent tension in evolutionary economics betweamaifand formal
constraints. Formal constraints fit easily with economic &iras. However, informal
constraints elide economic contexts (entrepreneurs maximitihity given incentive
structures) with sociological and political contexts, bringing suclitutisns as religion
and culture (as cognitive models more than collective entitiég)donsideration. The

constraint of reducing all to the individualist language of econon@sslts in some
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disconnects only partially relieved by game theoretic procedsesexample, how does
one effectively get from the highly abstract individual incentit@she overflowing
symbolism of religion and organizational density of even a Robert lA@tn&his latter
guestion buttresses the need for new institutional economic sociolatygsaed at the

end of this chapter. As North (1990, 42) notes:

We simply do not have any convincing theory of the sociology of leayd that
accounts for the effectiveness (or ineffectiveness) airorgd ideologies or accounts for
choices made when the payoffs to honesty, integrity, working hard, orgvate
negative.

Both formal and informal constraints must be sustained by enfonteme
mechanisms, so as to lower the costs of transacting. Theset rdie stage of
development, ranging from self-enforcement through pressureedxgy personal ties to
impersonal, independent third-party enforcement. One of the most anporstitutions
for an effective economy, North (1990, 54) argues, is an independent thiyd pa
enforcement mechanism that assures in particular the protedtimmoperty rights and
enforcement of contracts. This becomes a critical point forubgesjuent discussion of

economic development.

These institutions (formal and informal constraints) and assoceforcement
mechanisms are driven not by natural selection, North argues, youbhdividual
incentive. This separates North from other evolutionary economidtsasuNelson and
Winter. North thus distinguishes between institutions and organizatOrganizations
are “purposive entities designed by their creators to ma&imizalth, income or other
objectives defined by the opportunities afforded by the institutiomattare of the
society” (North 1990, 73). Individuals calculate payoffs of behavipedding on their
existing mental models. Based on these payoffs, activitiesrdill under the existing
rules of the game or, if the payoffs are perceived to outwéigh risks, actors

incrementally change the rules of the game. In North’'s moteistitutional change
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through purposive organizations seeking to maximize their utihg,entrepreneur and
entrepreneurship become prominent, more so than in Williamson’s catmanton
control and governance. Neoclassical economists define entreprem¢uoseawho take
on risk, and organize productive resources in order to make a profit.evdgwthe
orthodox neoclassical view of entrepreneurship is one-dimensional emtitbpreneurs
seeming only to show themselves briefly, when technological changdamge in
demand induces changes in Pareto optimal equilibrium conditions. Entemao not
institute change so much as they mobilize existing technologggenin self-interested
and rational transactions, survive or perish, and therefore asswieia establishing a

new equilibrium.

For neoinstitutional economists, given information costs, entrepreneuisilh
one-dimensional in the sense that they seek engagement in selétedeand logical
transactions. However, they contribute not so much to allocativaeeffy (that is,
transactions are not automatically logical in a deductive seisse) adaptive efficiency,
whereby they operate within and make marginal changes tadingximstitutional
environments so as to maximize their self-interest in the daaestitutional moderators

of costly information:

in addition to thinking about current technology, he [the entreprkoan speculate on
the desirability of developing and utilizing some novel technoddprganizational
arrangement of his own design. Then, of course, the set oftipbternatives is open
ended, and the idea of finding a definitive optimum (comparable tassic Pareto
equilibrium point) has no clear meaning.

To say all this, however, is not to suggest that the convetroarginal calculus and
programming methods cannot be applied effectively in the solofiaertain types of
problems connected with the firm's operations. As noted earliegrthedox approach
can be utilized to secure efficient treatment for sdoveer-level problems that arise
within the general framework of a firm. Decision making isostly process and thus the
extent to which resources are used to find desirable arrangeinagermined on the
basis of perceived costs and benefits. When the matter tedlea® is not too complex,
so that the extent of the information that must be collected aedsed is well defined
and manageable, the associated costs will be acceptable. Thaau#thenarginal costs
and returns can indeed be calculated accurately or approximaitedldo true that, as a
practical matter, firms will always findborkablesolutions . . . and, relative to a structure
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actually in place, it will be possible to know marginal saabd returns, and to use the
information in making subsequent adjustments of position. Whajimadism cannot do,
though, is guide the firm to "ideal" solutions . . . (Furubotn 2001, &8&%kasis in
original])

For North, entrepreneurs are at the same time the centoab an institutional
change and themselves largely shaped by those self-santetiomsti First, he makes
entrepreneurial individuals and groups the agents of institutional chang®dern
economies. Secondly, he constructs the entrepreneur as a nealclassnomic
individual to the extent that the entrepreneur engages existing constyaeitshis or her

cognitive universe (mental models), in order to maximize his or her utility:

| intend to demonstrate that institutions basically alteiptice individuals pay and hence
lead to ideas, ideologies, and dogmas frequently playing armale in the choices
individuals make (North 1990, 22).

Thus, motivation and path dependence are very important parts of $Nooticeptions.
Individuals act based on perceived payoffs combined with subjatibgels of reality

that color their preferences.

Motivation, for North, is a critical and at the same time complpect of human
behavior that underpins the notion of entrepreneurship. Individuals espouse both
economic and non-economic motivations. Though the complexity of non-ecoandhic
economic motivations defies easy study, “we can still take aortant forward step by
taking explicit account of the way institutions alter the ppee for one’s convictions
and hence play a critical role in the extent to which non-waa#tkimizing motivations
influence choices” (North 1990, 26). By retaining the rigors of am@mics based on
individual (rational) choice, but adding consideration of “ideas, ideolagespower

politics,” North seeks to integrate economics into social science:

Separating the analysis of the underlying rules from theegiraof the players is a
necessary prerequisite to building a theory of institutionsfinidg institutions as the
constraints that human beings place on themselves makes thgateiomplementary
to the choice theoretic approach of neoclassical economic th&uijding a theory of

institutions on the foundations of individual choices is a stepartdweconciling

differences between economics and the other social sciences (North 1990, 5).
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As Parto (2003, 7) emphasizes, such integration with social sciemests hold the

individual as fundamental:

The choice theoretic approach is essential because a logomaikistent, potentially
testable set of hypotheses must be built on a theory of human dahavi our theory
must begin with the individual” (North 1990, 5).

North then can define the core mechanisms underlying development as

institutional change:

Maximizing behavior of economic organizations . . . shapes institutarzadge by: (1)
the resultant derived demand for investment in knowledge of all kinds. thg(@hgoing
interaction between organized economic activity, the stock of letgel and the
institutional framework . . .; and (3) incremental alteration ofitf@mal constraints as a
by-product of maximizing activities of organizations (North 1990, 78).

To be defined as “development,” these mechanisms must be attachediretitutions
appropriate for economic growth. Through definition of these institytidrash
transaction cost and neoinstutional evolutionary economists have formetejoidg
about what “development” is and how countries have succeeded or faidethieving
development. The essential question that economists as well &gotihet Bank and
associated multilateral development organizations ask, is, “Why\test, and not the
Third World?” Thus, the abstractions of neoclassical economicéillaee with cases

from the “real world” of development success and failure.

3.4 Neoinstitutional economics and development

Though Williamson seeks to insert economics more effectively into businesszatgm
literature through transaction cost economics, North’s workdpli@tion of economics
to general social science literature has had broader efiectdevelopment, because
neoinstitutional economists thereby disagree with orthodox neoclassmaomists in
the faith put in the price mechanism as the only driver of ecangrowth and
development. Neoinstitutionalists argue that because there ase asssiciated with
transactions, and because resulting institutions survive as long peviieeful perceive

that existing institutions serve their interests, the priceham@sm by itself cannot
66



determine economic development. It is critical that fundamentaltuitnens of

productive development are protected and strong.

Furthermore, because institutions are created and sustained/eotise interests
of those with adequate “bargaining power” (North 1990, 16), effective econom
development (that is, modern Western capitalism) can only take iplaa®/ironments
with appropriate institutions. North (1997, 23) draws a sharp distinctibnebe
neoliberal (the term for orthodox neoclassical economics applied iwymaking) and

neoinstitutional approaches to development policy in this context:

Neo-classical economists have implicitly assumed thaitutisns (economic as well as
political) do not matter, and that the static analysis enalobth allocative-efficiency
models should be the guide to policy; that is, 'getting the Priigit’ by eliminating
exchange and price controls. In fact, . . . getting theright only has the desired
conseqguences when agents already have in place a set of prighdéstand enforcement
that will then produce the competitive market conditions.

By including informal constraints as long term sustainers oftinisins even given
changes in rules and enforcement mechanisms, North expands notiorsditafions
beyond opportunism into the routine and convention of evolutionary economicsddecisi
rules and routine). Therefore, institutions not only provide orderuatsins of political
conflict (see above regarding transaction cost notions of governdnge)more
importantly contribute to broad economic stability even if the ecgniemot effective at
maximizing social welfare. This opens up development approachies teed for broad
and sustained intervention in societies with entrenched institutippoging ineffective
economic development. In connection with broader intervention, Nortresrthat
promotion of liberal democratic institutions is very important beedhsy increase the
breadth of social participation, they eliminate the capriciousctgpaf rulers and they
allow for third-party enforcement of economic transactions bypieddent judges (North

1990).
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How much difference can intervention make, however? Williamsorestgthat
the chance for intervention to work depends on the mix of politindl économic
development present within the economy. He (2000a, 13) forms a majarizing
states according to how their institutions relate to qualdfepolitical and economic

development:

Economic Development

DevelopedLess Developed
Polity | Above Threshold| . i.

Below Threshold | iii. V.
Table 1: Williamson Matrix of Development Types

The first cell, cell i, characterizes developed countries sadheaUnited States, Japan,
France, Germany and others. They are developed economindllyalso are 'above
threshold' with regard to development of liberal democratic ingtitati They represent

the position that all countries should adhere to, according to Williamson.

Cell ii represents less economically developed countriespaiitical institutions
that are above the democratic threshold. Williamson suggestdeaioped countries
can promote economic development in such areas by making deals rbdtwse
offering aid and the political elite. That is, it is importdot strike deals that are
favorable both to incumbent politicians and welfare economists. In@ddiecause the
state is 'provisionally efficient' — that is, politicians have pbbpanade all the deals they
can to retain bargaining power — the state of affairs of tlmogaic institutions is
‘irremediable’ absent outside inducement. Therefore, the politicsfamiming state-
owned enterprises rests on three pillars. The solutions must legbaliesirable,
politically feasible, and the political elite must be credibléneir promises to sustain the
reforms. This is very similar to the basic policy argumeletsiled in the World Bank's

(1995)Bureaucrats in Businesas well as Haggard et al. (1995).
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Williamson is decidedly less optimistic regarding cellsamd iv. For polities
that have developed economies but authoritarian or totalitarian gosmetsirhe suggests
that it is usually up to accidents of history to change them. efgioms the Glorious
Revolution, the American Revolution and the Russian Revolution. For autiaoritar
governments ruling over underdeveloped economies, he suggests that tlemady n
the short- to medium-term may be humanitarian relief. In theherground’ discussion
of the CCPDP below, | suggest that Calderisi as a “politicatigrrect” (former) World
Bank official argues without attribution and pointing more to cultéinaih economic
reasons that Chad moves from a tenuous cell ii to a demonstrdited dering the

project’s “social welfare” lifecycle.

North (1990, 34-35) for his part looks across a substantive histopeatrsm
from personal to impersonal exchange. “The shift from personalgersonal exchange
requires a political, economic, and social structure that runs cotmtéhe genetic
predispositions of millions of years of hunter/gatherer heritaiyettti 2005, 42). The
“Third World,” by implication, is either still entrenched in or orjlyst beginning to
emerge from this heritage. The Western world, however, has ramged three time
periods. The first time period around the 1700s was characterizechddly scale trade
and repeat dealing marked by highly personal exchange. Tisadteon costs were low
because repeated face-to-face exchange did not require independent emfor&amag
the second time period, exchange became larger and more widespgkeaa.result,
societies engaged in more impersonal exchange with constraints daskinship ties,
bonding, exchanging of hostages, or merchant codes of conduct.” Thhsaegeswere
often set in a context of rituals and religious precepts. The me&d®nomy, however,
can only exist because of the continued rise of third-party eerfeent. Although actors
still attempt to “clientelize” transactions through codes of condadttrust mechanisms,

the modern economy cannot exist without “a coercive third partyénforce central
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formal constraints such as property rights and contracts. ‘ti#echird-party
enforcement is best realized by creating a set of rulesittiatmake a variety of informal
constraints effective” (Ibid., 35). The idea, as discussed abovgtifotmal constraints
make informal constraints possible by creating the boundaries eddoir effective use
of informal constraints. With informal constraints in place, densican seem common-
sense or obvious. However, if institutions are called into questionthibemncertainty
significantly increases the costs of making economic decishwmause informal

constraints no longer apply as readily.

Because the kinds of formal and informal constraints, and not sithgly
technological boundaries, determine economic sustainability asasvelloductivity, it is
important for neoinstitutional economists that economic development thesddress
types of rules that underlie economies. In particular, do these rules fagribetion or
production? Do they favor knowledge acquisition, risk, innovation and \dtgatiEven
if institutions do not favor such underpinnings of economic development, dneray
can persist for a long time simply because it is in theastsrof those in power. North
argues, for example, that “the organizations that develop indT™vorld institutional
frameworks, characterized by redistributive rather than produatitreities] will become
more efficient, but more efficient at making the society morgroductive and the basic

institutional structures even less conducive to productive activity” (North 1990, 10).

Third-party enforcement, furthermore, is not a system that casuitterapidly.
Indeed, North argues, it has taken hundreds of years to constrabetiies and balances,

neutral arbiters and judges, and consequent self-enforcement routines seen istthe We

Creating a system of effective enforcement and of moral r@nist on behavior is a
long, slow process that requires time to develop if it is tdvev— a condition markedly
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absent in the rapid transformation of Africa from tribalisties to market economies
(North 1990, 60§?

This seems to go against the World Bank’s assertion below tteat intervene and help
countries to rapidly develop those institutions necessary forctiée economic

development.

Institutions underlying economic productivity support individual initiatased
entrepreneurship, according to neoinstitutionalist definitions. Tleentast important
institutions are those that define and protect property rights, feoge tthat enforce
contractual agreements. According to North (1990, 25), “The heart ofogevent
policy must be the creation of polities that will create andreef property rights.”
Property rights encourage and enable individual enterprise, but dmstiutional
economics are certainly not automatic. That is, governments and artfarizations
often have supported institutional arrangements that do not supporte ppraierty
rights. Without such protections, individuals have neither the incentivennovate nor
the wherewithal to do so. North (1990, 54) continues, “the inability of tsxi€o
develop effective, low-cost enforcement of contracts is the mggirtant source of both
historical stagnation and contemporary underdevelopment in the Third W&bme of
the highest transaction costs surround contract negotiation, prepaaatl enforcement.
Therefore, neoinstitutional economists argue, it is criticaldi®reloping economies to
have strong institutional arrangements in place to enforce ctmtrpon their signing.
Property rights are also critical to contract negotiation, mangoand enforcement.

Transparent and clearly defined property rights lower costsf@fmation gathering and

42 North’s argument here seems to parallel Gramatigsinction between the weak civil society that
allowed the Russian Revolution, and the strong bthe of civil society in Western Europe that preven
such a change there. The economic institutiordasth’s “West” seem to parallel Gramsci's bulwarks
civil society, while the African “tribal societieseem to parallel the weak Russian civil society.
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make it possible for actors to negotiate in confidence thaththey rights to the property

that they are transactiffg.

North moves quickly from the general model of organizational behavior and
institutional change to specific reasons how modern Western econoraiekffarent
from both their historical antecedents and present-day Third Woddoetes. He
places historical West and present-day Third World in the sametiasOne of the
distinctions has to do with the development and distribution of knowledge. Modern
Western economies have grown in part because of investment iomrcad distribution
of knowledge through protection of property rights and associatedde¥arknowledge

creation:

The development of an incentive structure through patent laade secret laws, and
other laws raised the rate of return on innovation andlatsto the development of the
invention industry and its integration into the way economies edoim the Western
world in modern times, which in turn underlay the Second Economic &&wolNorth
1990, 75).

These institutional innovations have colored maximization behavior Wést up to the

present:

Discovering markets, evaluating markets and techniques, and imgureagployees do
not occur in a vacuum. They entail the development of tacit kolgeléo unravel the
complexities associated with problems of measurement and enfarte The kinds of
information and knowledge required by the entrepreneur are inggrb@ consequence
of a particular institutional context (North 1990, 77).

The reason that the United States has been successful arfdrth&/orld not successful
lies in large part in the differential between promotion of knowledgmation and

distribution, and the associated incentive structures faced by individuals:

The United States has been immensely productive in the tiWert@ntury. The
significant implication of this story is that the marlet knowledge together with the
subjective perceptions of the players coincided to produce a eramtl public
investment in knowledge that approached the social rate of return.

“3 See, for example, Eggertsson (1990).
44 Similar in form to the ahistorical nature of thezfets curve.
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Throughout most history the institutional incentives to investradyctive knowledge
have been largely absent, and even in Third World economies toelagcentives are
frequently misdirected [from primary to higher education]. Why is there such a
contrast with the U.S. story? [Given rates of return, edutatiovestment could have
been made privately, through voluntary organizations, or as aekxst through public
investment]. But the fact that such public investment was not ahkeertor was
misdirected suggests not only high transaction costs mgultiimperfect markets, but
also that imperfect knowledge and understanding make up the subjextdels of the
actors (North 1990, 80).

North (North 1990, 81) concludes the discussion of entrepreneurship ardzatgpns
with a general statement about what has made for succemsful unsuccessful

economies:

Obviously, competition, decentralized decision making, and well-spéabntracts of
property rights as well as bankruptcy laws are crucial fiecéfe organization. It is
essential to have rules that eliminate not only failednemic organization but failed
political organization as well. The effective structure of rullesrefore, not only rewards
successes, but also vetoes the survival of maladapted p#resarfjanizational structure,
which means that effective rules will dissolve unsuccessfiokts as well as promote
successful efforts.

In this conclusion, North explicitly indicates that economic and politicalnizgtons are
intertwined, and therefore accepts that effective economic devefdpmequires
associated political development. This tendency to blur economicditidab lines is

reflected in the World Bank’s governance perspective below.

3.5 Social interregnum: ‘new institutional economic sociology’

As | discuss in the next chapter, there are disconnects (ofadinwdth only implicitly)
between economic rationales of World Bank research and high-pmlelymaking
departments, and the more socially dense project design work. Whear@asmic
research is based on neoclassical rationales of efficiency (alloaativedaptive), project
work emphasizes participation, empowerment, accountability, tranggaren
sustainability and decentralized responsibility. These issuesonly tangentially
addressed as “areas in need of work” by even neoinstitutional egiaoriior example,
North (1990, 26) only briefly addresses “non-wealth-maximizing cdiovis’ that

constitute individual decision-making, and addresses these convictianzasiem to be
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resolved rather than a reality to integrate. Work in the mold of mswitutional
economic sociology makes more explicit the connections betweemstiadional
economic and social (especially “social capital”) notions tinddbrm World Bank

activities.

Granovetter (1985) argues, in his article “Economic action and sstaigdture:
the problem of embeddedness,” that new institutional economics (pyirtransaction
cost economists) reads institutions incorrectly because it palsiesdistinctions between
the market, unconstrained but subject to opportunism, and firms which atenaidy
able to control opportunism through fiat. Granovetter argues indteaithstitutions are
sustained by more informal conditions of trust rather than fomsaéitutional structures
designed to contain opportunism within hierarchy. Trust relaaomsot confined to the
market/firm dichotomy. Indeed, business groups are quite importanonke of
relations that sustain business activity. On the other hand, thieafaynof firm-level

relations can lead as much to opportunistic dealings as transparency.

Below the surface, however, the relations between neoinstitutionalremsnand
new institutional economic sociology seem better characterizddtasctions without a

difference. As Nee (2005, 53) comments:

Despite the contrast in focus, the transaction cost and embedslegipesaches appear
to agree that firms generally prefer social contexts &negotiating agreements is less
problematic and costly. In essence, the embeddedness approachfiffetransaction
cost economics in its emphasis on informal solutions to addregzroblem of trust, as
opposed to formal institutional arrangements. Not surprisinglyefibre, Williamson'’s
(1994, 85) response to Granovetter's essay was, “Transactionecosbmics and
embeddedness reasoning are evidently complimentary in many aspects.”

Embeddedness literature forms the margins of World Bank literatursocial
capital, which is central to institutional supports for economidruesiring and
development as ‘governance’. In addition to formal rules estalgistuoountability and

transparency, notions of social capital underpin projects to affest mformal social
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aspects such as trust and “social density.” Social capithkifMorld Bank sense arises
more out of Putnam (e.g., 2002) and Coleman’s (1990) work, with anteceaentthé
“civic culture” tradition of Almond and Verba (1963). Discussion aetale of social
capital, trust, civic culture, and ‘democratization’ work is outsaflehe scope of this
project, as they form the broad tangential context of social isthasinform the
neoclassical economic development core of World Bank rationales. déetheess
literature, however, serves to more explicitly connect neainistital economics and
formal institutions with social qualities of trust that alloe tWorld Bank to associate
economic liberalization with more socially oriented conceptiond siscdemocracy. A
problem with embeddedness work such as Granovetter’'s, however, i$ #@mgages
Williamson at the expense of North. When North’s informal conggare considered,
as with Nee and Ingram (2001), the complementarities between itetosal
economics and new economic sociology are even more apparent. rirorheas occurs
in Dunning’s (1997d) edited workGovernments, Globalization and International
BusinessNorth’s work is used to demonstrate affinities with neoinstitafi@conomics
but the basis of North’s assumptions in the rational (even if boundedlyjidual are

either dismissed or disregarded.
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Chapter 4 From ‘Structural Adjustment’ to ‘Governance’

The core general objective of the World B&hks “Working for a World Free of
Poverty.”® Though the core method for the bank of realizing this objecithrough
neoclassical economic development, the World Bank is much more thany sampl
machine run by neoclassical economists. First, the organizei@ bank, which
contributes to ‘poverty alleviation’ by choosing where to give loans dsawe/ho to rate
as a good recipient for loans, an approval rating that is aquiiteential for other donors
(Paris Club, private banks, etc.). This is a basis of its powarnational policies. | do
not concentrate on the nature of this financial power itself, tuer&iow Bank discourse
interacts with a particular project, the CCPDP. The Bank made alsarato Chad (and
Cameroon, though | concentrate on Chad) equal to the government’s pytiitipation

in the project. It also, more importantly, allowed for privatetaeparticipation because
of its power to influence lending by other major public and privatential
organizations. Wrapped around the organizational definition are a seré@scolirses
that reflect economic development and poverty alleviation. The ceoeuse is of
neoclassical economics. That is, according to the Bank, development can onlyitdtcur
material resources, which can only increase through free-matkeactions. Wrapped
around this is the World Bank’s broader mandate of poverty allevidtainustifies its

organization and size as “a different type of bank.” It isrekluedicated to alleviating

% The divisions of the World Bank (IBRD, IDA, MIGAICSID) become more important in project
implementation. Their differences matter much testheoretical rationales.

| refer to “the Bank” frequently as a single entitin reality, “the Bank” is made up of a myriafl o
people and groups, with many divided loyalties apgroaches to development. However, the documents
that make up what | consider “the Bank” approach dearly hegemonic with regard to over-riding
development strategies. The disparate groups a8t mccede “in the last instance” to neoclassical
economics as the only means of achieving the ecmngmowth necessary for effective development.
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poverty, which can only be done through effective neoclassical economiopmeeat.
The Bank can confidently declare this objective not out of a dbaset is one among
many organizations doing such work, but that because it bases poliocgozlassical
economics, it approaches poverty objectively and technically. fbinereaccording to
the Bank’s position, sensible criticisms of Bank policy can onlpl@ut the quality of
implementation tactics, not fundamental strategies. This alsifigsighe size of the
Bank’s financial resources and the pressures it can bring taabeameans of assuring

payment of the loans it makes, and therefore its AAA rating as a lender.

The neoclassical economic perspective is, of course, centnay faroject. The
research and high-level policy levels of the Bank in particuanter their work on
neoclassical economics. | look at this work in the context of discugmpers (e.g.
Picciotto, Santiso), which offer more direct economic argumentedisas broader
assessment of contexts surrounding Bank work and World Development Reploets.
change to neoliberal thought was most broadly laid out by the ‘Bemprt’ (1981),
Accelerated development in sub-Saharan Africa: an agenda for &tibikewise, the
report marking the shift to neoinstitutional approaci&d)-Saharan Africa: from crisis
to sustainable growtliWorld Bank 1989), also professed to deal with Africa. Though
these reports marked the beginnings of substantial theorshigtd, the language and
policy prescriptions only gradually percolate through World Bankalitee and practice
before assuming ‘common-sense’ hegemony. Such percolation occtored
neoinstitutional economics through formal policy papers such as ¢hgpi€hensive
Development Framework (CDF) and its primary policy tool, the PgpvReduction
Strategy (PRS). These also center themselves “in thengahce” on economic growth
through market interactions. However, they must concentrate on howetata

poverty. This begins to create a tense overlay of ideas, &amg how to connect

" See Mosley (1991), for elaboration of the Berg@®epnd shift to development as structural adjustme
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empowerment of local communities to basic ideas of neoclasgcahomics.
Empowerment would seem to bring forth ideas of a group or largemaaity coming
together to decide how to live out their own visions of the ‘good litdbwever, this
vision must be connected to concentration on individual ambition and competstithe
only ways to achieve human welfare goals. The difficulty of eoting the strict
explanatory forms underlying economic arguments with the much mddfese

explanatory tools of poverty alleviation almost certainly undsrlthe delays in

translating high-level research discussion into policy frameworks.

The poverty alleviation perspective becomes central for me imekechapter,
when the Bank designs, develops and implements particular projectasstiehCCPDP.
Poverty alleviation is about health care, education, family planradded somewhat
more recently to policy documents), nutrition, protection of local commesgnand
cultures, government accountability, government and community ownerghtpinable
development (environment), and a host of other goals. Though these gdalemest
in policy documents, it only takes a small amount of digging to mhater that every
policy document bases all other goals on the country’s willingnesslaility to sustain
institutions (private property, contract enforcement, banking sgstemacroeconomic
policy, etc.) that underpin effective neoclassical economic developm structure this
chapter in the following manner. | first outline the shift to orthoderliberalism to
indicate the extent to which, and ways in which, the World Bank dhiften neoliberal
to neoinstitutional perspectives. This, then, provides a backgroundwioch | detail
the neoinstitutional shift, from development as ‘structural adjustrtenievelopment as
‘governance’. While development as ‘structural adjustment’ aaly fstraight-forward
definitions, as is seen below, it is not immediately clear wimyakes sense to call the
neoinstitutional shift in World Bank approaches development as ‘governance

Governance has many different meanings across disciplines angviéve@neconomics.
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For business, it refers largely to risk managerfiéntile for transaction cost economics
(Williamson 2000a, 106) it refers to tools for controlling opportunisme World Bank
Institute (2001, 2)defines governané® as “the process and institutions by which
authority in a country is exercised.” It could therefore be ardbat the World Bank’s
new approach is more accurately termed development as “empowermericipgpaon”
and “decentralization” than development as governance. However, as lfamughout,
the center of development along neoinstitutional economic linesesthhins economic
liberalization. The differences between structural adjustra@dt governance-based
economic development therefore revolve around the institutions thouglgsascdor
such development. Structural adjustment simply involves removing governmenh&om t
economy and allowing prices to reflect free-market transasti Governance proclaims
creation of institutions at all levels of society so that teegport economic growth.
Governance institutions include judicial systems for enforcing cdasfranti-corruption
initiatives, and structures for effective management of revendigshe discussion below
details, institutions supporting provision of health care, educationjeastilitommunity
development and other social welfare distributions can only take plaleeffective

economic growth according to the World Bank.

4.1  Alleviating ‘crisis’ through rapid economic gro wth: from
‘embedded liberalism’ to orthodox neoliberalism

In the early 1980s, following the oil crisis and at the beginnindgh@fTthatcher-Reagan
decapitation of the Keynesian welfare state, the World Banknb&gagradually but
decisively move its high-level theoretical approach away from metibat state-led
modernization could provide technological fundamentals necessaryeamftakRostow

1960). The higher interest rates brought on by stagflation and thkemiag dollar

8 See, for example, Osterio (2007) or http://wwwiisenrisknow.com/focus/index.cfm/governance/
49 http://info.worldbank.org/etools/docs/library/20988/02_brief.pdf  Accessed 06 December
2006.
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created a debt crisis in less-industrialized countries, whath feceived a veritable
largess of variable interest loans from more-industrialized deshtbanks flush in
petrodollars. When interest rates skyrocketed, less-industdatiauntries were faced

with default or restructuring of their loans.

The World Bank and International Monetary Fund termed this a curi@isiy,
requiring that the now highly indebted (especially with the balloommerest rates)
countries rapidly earn currency by moving from state-led indliztieon to export-led
(primarily cash crops) development. The basic thread waddidsbut comprehensively
by the 'Berg Report' (1981), though at that time the World Bank did not fully abribgat
previous approach afeoclassical Keynesian synthe¥isThe Berg report began with
some caveats. The economic crisis in Africa was due in goaallto external and
internal constraints befalling Africa. Five internal constsaarose in significant part
from the postcolonial situation. First, human resources were uneévged due to the
colonial bias against African management and the lack of educatppairtunities.
Secondly, many countries experienced political instability duehtat the Berg report
attributed to “the pluralism of African societies and the diffiesl of postcolonial

political consolidation”:

In some countries, the violence was sparked by liberation stsjgglthough in general
the decolonization process was remarkably peaceful. In the whkedependence,
violent internal conflict burst forth in many of the new natiosigmming from the
pluralism of African societies and the difficulties of padtaial political consolidation.
Because cultures and languages are so diverse (probably mord\ga than in any
other region), the process of national integration — building nevtuitnens and loyalties
— inevitably involved strife. Also, since the borders that the gevernments inherited
frequently cut across ethnic lines, clashes were almost d48e1\y 1981, 10-11).

0 See, for example, later editions of Samuelsiwandations of Economic Analyi947; 1965; 1983).
See also Paul Davidson'smfw.newschool.edu/cepa/events/papers/051005 Daviddp discussion,

“Samuelson and the Keynes/Post Keynesian Revolufiba Evidence Showing Who Killed Cock Robin.
| am grateful to George DeMartino for assistanci this concept.
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Third, Africa gained independence with “insecurely rooted and ill-suntgdutions.” In
particular, subregional groupings and colonial institutions were tabbatsaged to new
political realities and particularly those underpinning economicldpaeent. These “ill-
suited institutions” would seem to pre-figure development as ganeen but were not at
that time considered a major reason for underdevelopment. The fioaintarnal
constraints included “a climate and geography hostile to developmedt,rapid
population growth” (Berg 1981, 9). External constraints included #ivegrprice of oail,
lower prices for primary products resulting from decliningme of trade, and trade
barriers. The Berg Report suggested that because of tleses fanore-industrialized
countries needed to lower their own barriers to primary productsvetkr, the report
characterized external trade barriers as ambiguous deteatemisrst. For example,
external barriers such as preferential trade policies byEtlrepean Union actually

benefited sub-Saharan Africa by codifying preference for agricuttade with Africa.

While the above constraints contributed to the economic crisis, “danpesicy
deficiencies” were considered more important in the report (24)is particularly
interesting for comparison with development as ‘governance’ that stmmpolicy
deficiencies were disconnected from the institutional deficienaresing from Africa’s

colonial past. Rather, policy deficiencies only concerned macroeconouutusss:

. .. domestic policy deficiencies and administrative consgrdiatve also been important
— in many cases, decisive — and will continue to block econprogress unless changes
are made. . . The focus of the analysis is on the efficientywlitch resources are used.
Economic growth implies using a country's scarce resourcebor, laapital, natural
resources, administrative and managerial capacity — moieieeffy. Improving
efficiency requires, first, that a country produce those thirfgshiit can best produce as
compared with other countries and, second, producing them with gteuteEaof limited
resources. While the analysis which follows will be restdcto these efficiency
considerations, it is recognized that policymaking inevitably teasmbody wider
political constraints and objectives. However, the record of gommvth in most Sub-
Saharan African countries suggests that inadequate attentibedragiven to policies to
increase the efficiency of resource use and that actiorrtectahis situation is urgently
called for.
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The main problem in sub-Saharan Africa according to the Berg Repsrthat
the public sector was too deeply involved in economic production, which tddtor
incentives, moving resources away from the most efficient seciidre report listed four
internal policy factors as critical contributors to economicigris First, trade and
exchange rate policies failed to provide incentives for agricultoteeaport industries.
Secondly, technical and economic aspects of public policy, planning aoadraes
allocation were weak. Thirdly, economic organization was not dedeet,
emphasizing the private sector and competition. Finally, governnagmes much too

large, and thus diverted resources away from production.

To earn necessary currency, states had to open up significantigdéowtith the
world market, and the only way to trade competitively was &hecountry to mobilize
their comparative advantage. To do so, they needed to remove constnarasource
redistribution. The main sustainable comparative advantage thatAfnigsin countries
had was export (cash) crops. Therefore, countries needed to intregseductivity of
agriculture by removing constraints on competition. Constraints on cibimpatcluded

overvalued currencies, trade barriers, marketing boards and state-owmpdsaste

Though the Berg report marked a rather clear break from sthte-le
industrialization, other documents reflected the gradual natutbeoimove to policy
hegemony. For example, the 198®rld Development Repo(World Bank 1983, iii)
acknowledges names such as David Korten (see Korten 1995), Robert Ghamdber
Amartya Sen (at the time one of the most prominent 'developncenpmists’). The
work was written under the general direction of Anne Kruegkose classic piece in the
1970s was “The Political Economy of the Rent-Seeking Society” edfeu 1974), a
critique in particular of quotas as a tool of trade policy. Howesteg had only been at

the Bank for a relatively short time. The 1983 report mentions theé fog developing
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countries to “continue their efforts to adjust their economies ton#e external
circumstances and thereby regain the confidence of their cetlittowever, the report
combines discussion of macroeconomic efficiency and decentrafizaith continued
concentration on strengthening of public sector management as abwontrto

development. Private contracting, in the context of public servscesentioned as a
marginal and problematic solution at the end of a chapter (World B&8R, 56) on

managing state-owned enterprises:

This chapter has suggested that government intervent@mmsresult in large losses
of efficiency and should therefore be selective. Ha face of compelling political
and social pressures, governments will always be ¢eimfgt do more than can be
accomplished efficiently. Yet today's widespread reexdmimaof the role of the
state is evidence of a new realism. In the searclyréater cost-effectiveness in the
provision of services, governments are exploring waysapping private initiative
and simulating competitive conditions. The most common appraacho use
private contractors in a variety of fields, fronmad maintenance to garbage
collection. This serves to mobilize new manageriabources and, if well
supervised, can greatly improve the quality and redueeast of services. Where
reliance is placed on markets, however, governments farding that price
distortions can exact a heavy toll.

Much of the document deals not with structural deficiencies buerrailith
project management by government, parastatals, and private sedt@s.entThis
concentration represents the endstages of neoclassical-Kaysgathesis within World
Bank theoretical approaches. As the 1980s continued, neoliberal econamaics
structural adjustment became pervasive and sharply focused agthiesss replaced
project management-oriented solutions. This kind of crystallizasioepeated with the

shift to neoinstitutionally based development as ‘governance.’

The tone of development policy was clearly different by the 1880s. No
longer did development pieces emphasize efficient and effectiveninagans,
particularly development states, or specific modernization psojedhe formula for
development policy consisted of trade opening, privatization, tightersogl fpolicies,

and comparative advantage. The 1987 World Development Report (World1Barik
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reflects this with principal contribution from Anne Krueger, who wordchain at the
Bank until 1988 before moving over to the IMF. This report concentratdshrriers to
growth and adjustment, and industrialization and foreign trade. @nseean this report
that the priorities of the 1983 report were switched almost diaakyr Whereas the
1983 report emphasized development project management and marginaliztalagt
change, the 1987 report emphasized structural shifts. Developmeettprare
mentioned only briefly in the post-adjustment context. Even medium pelroies

concentrate on removing trade barriers; reduction of public expenditoradket-based”
interest rates; a stable exchange rate; and removal of poictols, investment

regulations, and such labor market regulations as higher minimum wage.

There is almost no mention of corporations, including multinational cdrposa
in the 1987 development report. This demonstrates how sharply focused Béok
concentration was on changing government policies. Corporations wermentipned
in relation to particular sectors (e.g. service versus manuégoturin the context of
providing an attractive regulatory environment for corporations. Undiken the
neoinstitutional literature, corporations were nearly invisible, andeshaeere primarily
placeholders for sectoral interactions (e.g. agricultural colpasat manufacturing

corporations). Their internal organization was irrelevant.

4.2 Moderating neoliberalism: Institutions and ‘sus tainable growth’

The shift to neoinstitutional approaches began in the late 1980s (evstnuetsiral
adjustment was crystallized in policy), which researcherseamgas spurred on by a
number of event¥ First, the end of the Cold War removed the primary state-basgd r

for “the West.” Secondly, increasing globalization provided inddcatithat government

1 Watts (2008, 60) makes this point in the contdxpetroleum and the “resource curse”: “What is the
most striking aspect of these articulations of galitics and civil conflict is that the agency dfet oil
companies. . . have no analytical presence in tiaefa of rebellion or civil war.”

2 See overview in Pender (2001).
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facilitation was necessary for effective economic growth. diithe World Bank was
under significant pressure from the record in Africa, where tsiraic adjustment
programs were widespread and yet the continent was not progressipianned.
Fourthly, the example of externally focused and yet statsa Arought into further
guestion the efficacy of simply removing constraints to the fnaeket. Questioning
about “what to do next” were amplified by the Asian economgiscand the Mexican
economic crisis, the latter of which happened to a “model memifethe market
liberalization countries. These conditions and the pressure on thedBaught about
intense social movement pressure, which clearly had an effect onthevBank

advertised itself and interacted with key stakeholders.

One can see in particular in discussion papers that social movenessture
became very important beginning in 2000, as a direct result 6B#ite in Seattle” and
demonstrations in Genoa, Prague and elsewhere. However, sociahemby@essure is
approached differently depending on the level of abstraction that dotuiare written.
In high level research and policy reports, social movement preissorentioned matter-
of-factly as one of the contexts of the shift to the governappeoach. However, the
rationale for the governance approach is economic. At the levebdti\@evelopment
Reports, shifts in economic theory are very important for the agynand social
movement pressure tends to be downplayed if mentioned at all. Howbeer,
Comprehensive Development Framework, Poverty Reduction Strategieshangbolicy
structure documents downplay social movement pressure but incorpordiscthese of
social movement pressure (e.g. transparency, poverty reductigtaingability,
environment, local empowerment) into most of the documents, often anipusly

connected to the neoinstitutional economic theory that provides objective justificati
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The brand of neoinstitutional economics used by the World Bank is irtreat
which concentrates on social and political underpinnings of economic grolitase
include property rights protection and contract enforcement in particu@nly in
marginal texts about small and medium enterprise developmentacticst about
privatization of public utilities, would the transaction cost work oraKe or buy”
decisions come into discussions. Thus, because this project is ilyrimbout
interactions between petroleum multinationals and rural areastfaCAfrica, “make or
buy” discussions have little relevance because they aramignabout how business is
constructed internally rather than broader interactions. Thisgsinfating, though
detailed exploration is beyond the project at hand. The Bankdsvbyprohibit political
involvement, yet structural adjustment and especially governance dpgsodo
development are primarily about changing governments and civiltgaciéhe interests
of providing appropriate inducements for corporations and individuals who ucelerta
economic growth. A fully neoinstitutional approach would involve extensip®mation
of choices not only between when to produce through public versus private tornsra
but also would privilege projects that help businesses of all sizeecide between
contractual transactions on the market and integration of productibimvabrporate

hierarchy.

Picciotto (2002) provides a broad-based and direct exposition of thefrehif
neoliberal to neoinstitutional approaches. In papers on scaling up @ntng
institutions to work,” he states that World Bank policy changesregeired by the

globalization of the global economic environment:

The upgrading of development ambition from investment operations candtry
strategies to global policies would extrapolate a seculad ttkat has propelled the
development business from the pioneering phase of projects concsivedvideged
particles of development”; to the neo-classical phase ofavemnomic adjustment; to
the advent of environmentally and socially sustainable developnenmost recently to
the adoption of country based comprehensive development frameworkaisBeihe
global economy is increasingly interconnected, the development misgerpust be
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reshaped to reflect shared objectives, distinct accounieditind reciprocal obligations
between rich and poor countries. Because development is atsaagibrmation process,
the development paradigm must become holistic. Because incentagter,
development metrics must be reconsidered to emphasize results {Pi20012, 1) . . .

The urgent need to reform economic institutions arises out af thaeén factors: (1) the
growing interdependence of the international economy and the phgsigadnment; (2)
the explosive impact of demography and technology; and (3)dihiefiscal constraints
on governments and development agencies (Picciotto 1995, 17).

These factors are interrelated. The world economy has becomé mgholoaly as a result
of trade liberalization but also because of innovations iectehmunications and
information technologies. These technologies have made goverfaihees more
visible. The fiscal constraints that plague the public semterthemselves the indirect
result of unstable monetary and fiscal policies triggeredjlbpal shifts in exchange
rates, interest rates, and capital flows (ibid.).

Picciotto (1995; 2002) uses Hirschman’s (1970) notions of voice, loyaltgxand
to explicitly characterize how the World Bank’s shift in apploaeflects the shift to

neoinstitutional (“new institutional”) economics

By the turn of the century, the scaling up process had culminaten ipromotion of
country based poverty reduction strategy papers and associatael@glior deserving
highly indebted poor countries (Picciotto 2002, 3).

These shifts in development practice were accompanied by rtéal peetreat of
neoclassicism and a surge of interest in the new instituticoabenics. Whereas market
failure dominated development thinking in the pioneering yeargjgke of government
failure emerged as a major concern of decision makers bygigesi In the nineties, the
scaling up challenge was revisited to take explicit accoutiteo€omplementary roles of
the state, market and voluntary sectors. By the time tHermmibm development goals
were framed, the doctrinaire views of market fundamentabstd anti-capitalist
protesters had been set aside apdagmatic mix of market-friendly, people-friendly and
environment-friendly policies had laid the foundations for a new develupoonsensus
[emphasis added] (ibid.).

The consensus of development practice according to Picciotto hadetse The
first leg is the exit option; that is, removal of government camgs on the market
mechanism. Piccioto (2002, 7-8) indicates the difference betweenberapliand

neoinstitutional approaches to development when he argues:

the disappointing results observed at the global level [il888s] suggest that the exit
option may have been overemphasized. It is not enough for developing estmadopt

outward oriented policies in order to create a sustainamddlieg environment for

private enterprise, innovation and investment. Such policiest fbe backed by

organizational structures and behavioral norms that facilitate busitressactions and

protect property rights, promote competition and open up opportunities fqroibreto
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participate in the marketconomy. Hence, the hierarchy of the state needs strengthening.
Equally, human development programs and pro-poor organizations musti@qudo
implement people friendly and environmentally sustainable palidiesthis end, the
voice option needs to be energized [emphasis added].

Governments are primarily responsible for the second leg, thaltyoyption.
Governments provide the enabling environment in the form of infragtalcservices
that are critical to smooth operation of the present-day gksmzhleconomy. These
include roads, telecommunications, electricity and other large pydudids that cannot be
efficiently provided by the market. In addition, governments prowidelevel playing
field” of property rights, “the functioning of finance and labor nedsk and broader
governance features such as corruption” (World Bank. 2005, 1). Governments
accomplish such regulation through effective “property rights, régolaaxes, finance,
infrastructure, corruption, and other areas of government policy andibehgbid, 2).
Market activity can only take place effectively in an environmghere institutional
‘rules of the game’ are transparent, where organizations ateabebuntable, and where

there is sufficient infrastructure for globally competitive production.

The final leg, the ‘voice option’, is civil society. In order fazoeaomies to
operate efficiently, it is necessary for appropriate orgdiozs and behavioral norms to
be respected. This is the realm of the voluntary sectoivibrsociety. Civil society
organizations also go beyond the requirements of neoinstitutional e@sndori
infrastructure, legal systems and macroeconomic policies, to suppoipro-poor’ as
well as ‘environmental protection’ initiatives necessary for aonemic development
that is broad and sustainable. These include provision of adequatgien, health care
and nutrition. In order for civil society to have a voice, it is Bsagy to support a
political environment that is responsive to civil society concernBhus, liberal

democratic structures become part of broader economic development.
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As with the shift from embedded liberal to neoliberal institutionskies time for
World Bank researchers and policymakers to integrate concemptedan discussion
papers into policy documents and project plans. The Bank musttigterebinstitutional
shift through the lens of poverty alleviation as it plays out iniqdar projects.
Institutions are required to empower poor people, and to create r@ffimerkets where
benefits flow to poor people (World Bank 2002, 3). The Bank accomplishem tie
following ways. First, World Development reports concentrate onitlegs’ associated
with the shift. For development as governance, the big ideashweken into three sets:
governance, enabling environment and capacity building. Secondly, the Batels crea
project templates. For development as governance, these includertireGensive
Development Framework and Poverty Reduction Strategy PapersdlyThire Bank
gradually works formulas into all country interactions. For dgwalent as governance,
the formula included ‘empowerment’, the rule of law, sustainablelal@vent, country
and local ownership and decentralization, participation, accountaliiggsparency,
anti-corruption and many other facets that changed somewhat dependimgnature of

the project.

In addition to discussion papers, where ideas are explored most wigeklyorld
Bank explores ‘big ideas’ through special policy reports.Suib-Saharan Africa: From
Crisis to Sustainable Growtfworld Bank 1989), the World Bank explicitly downplayed
macroeconomic policy and allocative efficiency. Macroeconomic t@rd policies
became part of the ‘enabling environment’, to be supplemented bgcitamuilding’

and ‘governance’:

although sound macroeconomic policies and an efficient infrastruateressential to
provide anenabling environmerior the productive use of resources, they alone are not
sufficient to transform the structure of African economies. Astrae time major efforts
are needed tdouild African capacitiedo produce a better trained, more healthy
population and to greatly strengthen the institutional framewaithin which
development can take place. This is why the report strongly dspgha call for a
human-centered development strategy made by the ECA and UNICEF.
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A root cause of weak economic performance in the past hasthedailure of public
institutions. Private sector initiative and market mechanesmsmportant, but they must

go hand-in-hand with good governance-a public service that eseetfi a judicial system

that is reliable, and an administration that is accountabli¢s tpublic. And a better
balance is needed between the government and the governed. (World Bank 1989, xii). . .

Weak capacity in both the public and private sectors thetvery core of Africa’s
development crisis. In the most fundamental sense development depehdscapacity
to initiate, sustain, and accommodate change. Africa’'s goveramete grafted onto
traditional societies and were often alien to the indigenousresl Its economies were
dualistic, with modern sectors that remained highly fragile. Mgowernments proved
unable to cope with the political stresses of rapid moderaizaid the unstable external
environment of the 1970s and 1980s.

The structural adjustment programs of the early 1980s aimed poove resource
allocation primarily by correcting distortions in prices and kets. But these programs
only set the stage for increasing production. It was soon appedfet, to bring about
real and enduring development, a transformation of the production s&sicivas
required and, furthermore, that the capacity of people and instisutdo deal with change
must be enhanced (World Bank 1989, 38).

From Crisis to Sustainable Growttlownplays difficulty of the paradigm shift
associated with moving from neoliberal to neoinstitutional approactgsng, “It was
soon appreciated that. . . the capacity of people and institutions taitteahange must
be enhanced.” This contention is at odds with Picciotto’s argurnantite World Bank
only hesitantly came to supplement market liberalization wigitution building. This
hesitancy is also demonstrated by the fact that both the Beogt rand this 1989 report
mention the problems African governments inherited from colonial atesgt However,
the Berg report downplayed the destructive power of theselgtesand concentrated on
the macroeconomic policy deficiencies. The 1989 report centerdueqorablems that

governments inherited from their colonial histories, as well absticanarket structures

3 One of the most fascinating aspectsFoém Crisis to Sustainable Growtis the concentration on
informal and ‘traditional’ economic institution€ntrepreneurs are seen as often operating besfoinrial
economies where bureaucratic restrictions are lipilen absent. In a similar manner, the Bankuag
that local tontines (or savings societies) havev@nato be quite effective for acquiring financeseassary

to build economic organizations. However, to suppoonomic activity in the present-day environmet
globalization, these informal economies and lo@alirggs societies must be ‘scaled up’ through larger
banking organizations and corporations. Multinadilocorporations assist in a number of ways. Fingty
can provide financing. Second, they can providdiielogical knowhow. Third, they can provide the
experience with best practices necessary to suiwitlee current global environment.
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and generally weak organizations. These weaknesses accordiegli®80 report made

governments unable to cope with market liberalization.

The difference between Picciotto’s analysis and the 1989 Worl# Bgport also
indicates the spectrum of thought that the Bank moves through imghiftm one
paradigm to another. At the level of discussion papers, there isromrefor directly
assessing the efficacy of World Bank policy, but analysis is rmdherent to economic
conceptual constraints. As focus sharpens from discussion throughekiajhpblicy
research Krom Crisis to Sustainable Growtho lower level policy research (World
Development Reports) and policy implementation, there seems to ebs |
acknowledgement of error, and more assumption of rapid and rationafremftone
approach to another. In addition, economics becomes steadily more bup@dy and

project goals.

A second important high level policy research document was the War'8
(1995)Bureaucrats in BusinessThis report sought to concentrate on why, even though
they were clearly (according to the report) less efficieodpcers than private firms,
states still owned a significant proportion of enterprises inldpw& countries. At the
time there had been over a decade of divestiture efforts. To thiskargument, the
Bank moved away from concentration on development as shift fromicieaff to
efficient incentive structures (that is, shift from state b private sector control) and
moved toward concentration on development as shift from governawctusts that
support ineffective economic activities and toward governancetustescthat support

effective economic activities.

The Bank sought to demonstrate three items in the report. diusstiture and
other economic reforms improve economic performance. Secondly, poticenpede

reform and perpetuate inefficient economic institutions, thus icgeasustainable
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inefficient equilibria. Third, countries that have implemented ssfgestrategies to
overcome the obstacles of politics utilize three aspects gidlitgcal context. Reform
must be desirable to political decision-makers. Second, overcappuasition to reform

must be politically feasible. Finally, reform must be judgedredible; that is, promises
to protect private property and compensate fired employees mbstibeable. Because
of the difficulty surrounding transformation of entrenched institutioms,World Bank

suggests that times of economic and political crisis and tramsiticluding change in
regime or political coalition, are often the best times for creating mfbective economic
institutions>*

According toBureaucrats in Businesthe basis of sustainable reform in contexts
of inefficient economic institutions sustained by entrenched pdliticastraints is the
well-formed contract (written or unwritten). To improve incentitr@eictures, contracts
must accomplish three things. They must address problems of ai#quitformation
between parties. They must include sufficient rewards and [@Enald assure
compliance. And finally the parties in the contract must demaestceedible
commitment to “attaining the desired outcome — improved economic penfice”
(World Bank 1995, 109). This report was heavily influenced by neoinstitlitiona
thinking, employing the assistance of Nobel winners Oliver Wilkon and Douglass

North, among others (including Picciotto and Bates).

Throughout the 1990s and the 2000s, World Development Reports have
continued to elaborate and formalize development as ‘governanceatedists for
development as ‘governance’ have advocated broader roles for govemamdemntoadly
interventionist projects to prepare the ground for decentralizedaggmeht management

whereby local individuals and groups gain the proper orientations fdtetdaiendly

¥ See Haggard and Kaufmann (1995) for extended st$mu of economic liberalization and political
transitions.
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development and then increasingly define their own development projetisee
qualities are formalized throughout the reports, and these quatities somewhat the
three legs of Picciottio’s development chair. Governance (“igyattrovides the rules
and enforcement mechanisms for assuring accountability and transpa The enabling
environment (“exit” and “loyalty”) provides the macroeconomic, istiractural, and
regulatory foundations for market-friendly institutions. Finallypacity building
(“voice”) refers to ‘scaling up’ community dynamics so traddl groups are empowered

to exercise the control appropriate to market-friendly participatidmeigliobal economy.

Governance is the foundation of the new World Bank concentration beglause
economic and social initiatives depend on accountability and transyaré&overnance
is also most directly related to the core transaction cost ecommtion of market vs.
hierarchy being driven by decisions about how to reduce transactienasssciated with
opportunism. However, transaction cost economics deal primariiyguiestions about
whether to make or buy products. The World Bank, however, defines gogerpalicy
much more broadly to cover rules and governing structures as welkahits,
perspectives, micro-interactions and social identities &tlealels. Evolutionary
neoinstitutional economics covers this broader view somewhat, but evhntheit
addition of new economic sociology concentration on networks does not amial s

identities to the extent that the World Bank integrates social identity.

The topmost aspect of governance has been the fight against corruption, whi
recently became the main objective of World Bank President Padb¥ita before he
was forced to resign due to questions about favoritism toward a frieasternak (2006,
10) echoes Picciotti in arguing that while corruption was congidi&reéoe a country’s
internal prerogative and therefore counter to the charter, glabahz (and other

transformations) changed this. Pasternak also, even more explidrs to the impact

93



of social movements (“anti-globalization movements”) on policy chandy

international financial institutions:

This situation has changed dramatically in just a few yearseThagor processes caused
corruption to become the center of attention for the internatmrmamunity as a whole
and for IFIs in particular. Firstly, the effects of globatliaa radically increased
economic and political interdependence between the countries and ttaéseosts of
corruption for the developed nations. Secondly, the collapse of the @usinblock
brought the Cold War to an end and opened the doors to western idgotiig
democratization and liberalization. Thirdly, the negative consegseaf liberalization
and privatization policies, which according to some studies wetalpacaused by
corruption, brought about the anti-globalization movements.

Pasternak continues (10-11) with an explicit critique of privabmaif it does not

concentrate on corru ption:

In the environment of the global market place, greatlyitatld by the IFls, the efforts
of the institutions to promote development and to help countries gasbyeconomic
crisis through adjustment and investment lending faced enorméfiildes. While
corruption was a major problem in most of the IFI's client coestthe loans provided
by the IMF, the World Bank and later on the Regional Developmentshaelated two
major problems. First, rapid privatization and market liliemtion provided exceptional
opportunities of quick enrichment for local entrepreneurs who loadections with
corrupt government officials as well as for the officiaerhselves. In the former
communist countries entrepreneurs, through bribes and connections, biete auy
billions worth [of] state owned assets for a relativelyabramount of money. They then
on sold the assets for the market price and with the openihg chpital markets moved
the money out of the country.

Economic liberalization opened new markets and trade opportunities, yet it atssaw
the impact of corruption on the economies of the Western wesinAs western
corporations became more involved in businesses around the world the problem
corruption, mostly in terms of solicitation of bribes, collusion andquetge, became a
big part of their experience abrogdmphasis added]

For Pasternak, the World Bank needed to increase concentration onioarbgeiause of
the collapse of Communism and the negative consequences of liberaligzrtially

caused by corruption) bringing about “anti-globalization movements.”

® pasternak makes the particularly interestingment that western corporations largely became bl
globally only recently. It was only then that tHeggan to experience corruption. | show in Chattrat
western corporations have been intimately involf@dgenerations in these areas, and that Pasternak’
argument offers a clear example of how corporatelierment has been ignored in World Bank policy
documents.
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The World Bank has expanded governance into much more broadly political
arenas as well. Incorporating liberal democratic politidadnge, the World Bank

Institute (2001, 2}lefines governance thils

Related to the analytical and empirical R&D/research work conduBteernance is the
process and institutions by which authority in a country is exercised:

V) the process by which governments are selechsdid accountable,
monitored, and replaced,;

(1) the capacity of governments to manage resources effigiesmly to
formulate, implement, and enforce sound policies and regulations; and,

(i) the respect for the institutions that govern economic and social
interactions among them. We have operationalized governance from this
definition, by unbundling its definition into components that can be
measured, analyzed, and worked on in concrete fashion.

Each of the three main components of Governance can be unbundled into six
subcomponents, namely: i) Voice and Accountability; ii) Polit&bility and lack of
Violence; iii) Quality of the Regulatory Framework; i@Government Effectiveness; v)
Control of Corruption, and, vi) Rule of Law. Clearly, from thippeoach a broadening of

the apprsgach has taken place, transcending narrow corruption conesmpisagis in
original].

Pasternak and others argue that the challenges brought by glbbalizhallenges that
require going beyond considerations of static comparative advantagenbamethat the
World Bank must advocate a much broader mandate involving not jushguemal exit
from the market but exercise of public authority and even proc¢ksekKaufman et
al.2000/, ‘traditions’ as well) surrounding how governments are changdtht i3,

democratic institutions become an explicit concern underlying economimgeveht.

% http://info.worldbank.org/etools/docs/library/20988/02_brief.pdf  Accessed 06 December
2006.

" Kaufman et al {, 2000 #4658} define governancengldhe same lines but with subtle but clear
differences.

Governance consists of theaditions and[traditions not mentioned by World Bank Institutektitutions

by which authority in a country is exercised. Tinisludes:

- the process by which governments are selecteditoned and replaced,

- the capacity of the government to effectivelynfiotate and implement sound policies [management of
resources is not mentioned], and

- the respect of citizens and the state [citizem$ state not specified by World Bank Institute] foe
institutions that govern economic and social intBoas among them.
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This directly political approach seems to clearly violatecle IV, Section 10 of

the Articles of Agreementf This is entitled “Political Activity Prohibited”:

The Bank and its officers shall not interfere in the prditiaffairs of any member; nor
shall they be influenced in their decisions by the political attar of the member or
members concerned. Only economic considerations shall be relevilweirtaecisions,
and these considerations shall be weighed impartially in ordachi@ve the purposes
stated in Article I.

Mantilla (2006, 25-26) addresses this question in regard to truth commissions:

One possible limitation on involvement could be the requirementhbaBank shall not
interfere in a country’s political affairs or be influendag the political character of its
members. In this sense, only economic considerations are toegantto World Bank
decisions. Thus, discussions of the meaning of “politicalraffahould be encouraged.
It is clear that the Bank may not convene a tribunal to judgeraber country’s policies
during an armed conflict or a repressive regime. But could it facilitate fadesupport to
an unstable country afflicted by armed conflict and human rigbtations? If so, under
what conditions? Do those conditions constitute judgment of, erfénénce in, the
political affairs of the member state?

Whether expansion of governance to include how regimes change vibaf@®hibition
against political activity, it is clear that the World Banlg@ng beyond transaction cost
opportunism or evolutionary economics historical accident, seekingnallgrintervene
in the promotion of broad-based political ‘governance,” even if omlya ifacilitative
manner. Even more than this, the Bank extends governance into intesadtall levels
of society, and into the dynamics of social identity. Beeaomarket-friendly (and
therefore “pro-poor”) institutions are not necessarily present in segid@tis necessary to
include capacity building to scale up appropriate individual and colleloghaviors and
to create and promote behaviors that are absent (e.g. respeatividual ambition and

risk-taking).

With government and other actors providing necessary surveillaneedoomic

transparency, the enabling environment then provides the bedrock upon whigtueldi

58
http://web.worldbank.org/WBSITE/EXTERNAL/EXTABOUTUS,,contentMDK:20049603~pagePK:439
12~piPK:36602,00.html#I11Accessed 06 December 2006.
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interactions can effectively promote development. This includesndmroeconomic
policies associated with structural adjustment, including reducifotrade barriers,
currency adjustment, and interest rates and other financidbtieyn. Governments are
responsible for sustaining appropriate macroeconomic policies. Hqwiesr have
additional roles under development as ‘governance,’” because of théoneedrporate
proper orientations toward market activity within populations. Fgsternments are
responsible for facilitating the development of infrastructureg. (dransportation,
communications and utilities) necessary to scale up developmerolba gompetition.
This need not necessarily mean that governments actually takge cbfthe public
service production itself, but rather coordinate the most apprepidilic and private
service delivery organizations. Secondly, governments are respofwildeveloping
judicial institutions that enforce contracts and protect propeghygi The latter are basic
institutions of neoinstitutional economics. The World Development Rdpor2002

(2002, iii) states:

Effective institutions can make the difference in the ssecé market reforms. Without
land-titling institutions that ensure property rights, poor peogainable to use valuable
assets for investment and income growth. Without strong judhsdutions that enforce
contracts, entrepreneurs find many business activities too riskAnd weak institutions
hurt the poor especially. For example, estimates show thatptiom can cost the poor
three times as much as it does the wealthy.

Neoliberal policies assumed that there was no need for an enablirgnment, and if
only the government removed itself from production decisions, the trerkem would
spontaneously achieve efficient equilibrium. For development as ‘gove’nhowever,
it is necessary to create conditions amenable to market-frigmdtuction. These are
‘level-playing-field’ requirements, whereby global entrepreseran be sure that if they
invest in a country they will have the necessary utilities, ptgperotections, and

transaction enforcement to build competitive industries.
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Capacity building refers to the need to create well-trainedie@eneurial
individuals that can contribute to enterprise growth. For the Ban&noetc
development must involve deep social transformation creating the pem@ntations
necessary for decentralized development. Decentralized develomrieatgoal of the
World Bank's new orientation.  Therefore, with basic rules andveslance
(governance), a “level playing field” for competition (enablemgyvironment), the final
necessary ingredient is a populace that is empowered to ¢daké dwnership of
economic development. Capacity building entails the following, floeri@overnance

and Anti-Corruption®® segment of the World Bank Institute website:

disseminating conceptual guidance and lessons from practices ditdtifag learning
from each others’ experiences on ideas and practices that pnesptmsive (matching
public services with citizens’ preferences), responsiblécigfcy and equity in service
provision without undue fiscal and social risk) and accountableciftzens for all
actions) public governance in developing countries.

Governance, the enabling environment and capacity building all accénd wi
evolutionary economics, though only governance fits closely with gcéins cost
economics. However, whereas evolutionary and other neoinstitutional ests\@re
unsure of the efficacy of intervention in cases of low democeany below-threshold
economic development, the Bank assumes that it has the tools to #mabkcessary
intervention. The role of the World Bank, then, revolves around helping less-
industrialized countries to build capacity for efficiently opemgtiberal democracies and

market economies.

Capacity building also includes provision of basic needs including hhealt
education, nutrition and family planning. The 1990 World Development Report
Poverty describes interaction between poverty alleviation and economictigribws

(World Bank 1990, iii):

59
http://web.worldbank.org/WBSITE/EXTERNAL/WBI/WBIPRGRAMS/PSGLP/0,,menuPK:461646~pag
ePK:64156143~piPK:64154155~theSitePK:461606,00.hhecessed 08 December 2006.
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A review of development experience shows that the mdsttigé way of achieving

rapid and politically sustainable improvements in the qualftiife for the poor has

been through a two-part strategy. The first element o$tizdegy is the pursuit of a
pattern of growth that ensures productive use of gher's most abundant asset-
labor. The second element is widespread provision to the pbasicfsocial services,

especially primary education, primary health care, amahily planning. The first

component provides opportunities; the second increasesafaeity of the poor to

take advantage of these opportunities.

Concentration on ancillary social services provides the integratemiamisms between
neoclassical economic growth (in the neoinstitutional form) andpbeetty alleviation”
mandate of the World Bank. Bank documents patrticularly in the reagpeaific policy
frameworks seem to concentrate on issues of health cagtied, nutrition and other
provision. However, at the end, the Bank believes that these socim@leseare only
available when the central issue of economic growth through sty

mechanisms is taken care of.

4.3 Comprehensive development and Poverty Reduction Strategy
Throughout the 1990s, the Bank continued to institutionalize the new thabretic
approach to development as ‘governance for poverty alleviation in theglobalized
world’. In 1995, James Wolfensohn was selected as the World Bank President, and in the
years following he exercised critical influence in consoimdpthe Bank’s ‘renewed’
concentration on poverty alleviation. In 1999, largely in response tasingecriticism

of the World Bank’s orthodox neoliberal approach in light of the 1994 Maxinancial
crisis, as well as continuing (if muted after the 1997 Adgiaantial crisis) admiration for
East Asian directed market economies, Wolfensohn presented a dnaibramdum
laying out his new vision for the World Bank. Entitled “A Proposald Comprehensive
Development Framework,” this document laid out in broad brush a ‘hbhistrnework

that was ‘results-oriented’ and emphasized ‘country ownership’ and hpagnerships’.
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The CDF was originally described by Wolfensohn in Himft mem8® using the

following language:

What is necessary is an overarching framework - an approgaeda with the
government concerned - which will allow us all to work togetbemeet our goals for
poverty alleviationand environmental sustainabilitemphases added]. On the basis of
such work, we would then be able to present a right-hand side of thengCBatance
Sheet which would allow for a more comprehensive analysis and soandly based
action. . .

This language was refined in the World Bank redanivard Country-Led Development

(World Bank 2003, iii):

Development strategies should be comprehensive and holistic, and slyagpéong-term
vision. Past emphasis on short-term macroeconomic stabilizatidvatartte of payment
pressures overwhelmed longer-term structural and socialdevasons (for example,
expanding and improving education and health facilities, maintainifrastructure, and
training a new generation of public officials).

The Country Balance Sheet described by Wolfensohn consists ofltwirgl two sides.
On the left side are the macroeconomic isSussch as those that formed part of the

structural adjustment programs. On the right side are the

structural, social, and human aspects. It must go beyond th@fastatistics of infant

and maternal mortality, unemployment and children in school, to sslfu@damental

long-term issues of the structure, scope and substance obkdeitlopment. . . [W]e in

the development field have been less successful in givingamu@atable presentation of
the status of structural work and social progress (Wolfensohn 1999).

Incorporating the “structural, social and human aspects” requirebad and deeply
invasive development structure, aimed at assessing and if necéssawening in
government and civil society processes at all levels. With Gbenprehensive
Development Framework, like with previous documents, Wolfensohn defined
governance in close connection with transaction cost economists su€blivas
Williamson. However, Wolfensohn’s broader framework accorded mowselgl with

North’s evolutionary economics, in that history, ideas and power wepmriant.

% http://go.worldbank.org/QMTT620DQ@ccessed 15 March 2009.
61 “GDP statistics, interest rates, reserves skegispbercentage growth statistics, and so on asis b
for monetary and fiscal policy” (Wolfensohn 1999)
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However, while neoinstitutional economists put little faith in intatse for change
because of the long-term historical nature of institutional alh@Ngrth) or the perceived
lack of requisite political environment for development (Williamsonplfdhsohn and

the World Bank created a framework for broad and deep intervention designed tpdevel
capacities at all levels for participation in the market-oeéneconomy. These
interventions went far beyond economic institutions. Indeed, the polegydagwas
packed with initiatives for broad social participation (governmentsjai@i sector,
religious groups, ethnic groups, environmental organizations, and so on) anddsxs
development (water, education, health, nutrition, family planning, environimenta
sustainability)’> These initiatives are placed under the umbrella of development as
‘governance’ because they are woven together by the rulegatiegs and organizations
that the World Bank argues promote transparency, accountability @emhess. The
macroeconomic side requires private property protection and coatrfctement. The

social development side requires transparent revenue allocation.

In addition to being “holistic,” the Comprehensive Development Framevgork i

“results-oriented”:

Development performance should be evaluated through measurablee-gmoaind
results. The traditional emphasis on disbursement levels aretiprgputs has measured
resource allocation and consumption. What really matters isctnopapeople and their
needs (World Bank 2003, xviii).

This call for results-oriented measurement and evaluation seemstique not of
structural adjustment but the state-led modernization of the pastwveudr, it also
reflects how ‘participatory’, ‘comprehensive’ development is exguetd be conducted.
Such development is still to be conducted in a particular manner,wsstide following

quote from the World Bankebsité® on the results focus for the CDF:

%2 At the end of the next chapter, | detail critiqfiesn Craig and Porter (2006, chap. 6); Li (20034 Rof
World Bank emphasis on densely designed packagesetwn local control of development is established.
&3 http://go.worldbank.org/TIVIFSY2G0Accessed 15 March 2009.
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The process of defining a long-term vision and a national develapstrategy therefore
includes identifying desired goals in terms of quality of liigoag potential beneficiaries
of development assistance and setting realistic, monitorafvle;bound and preferably
guantitative targets, and progress indicators related to those goals.

Thirdly, the Comprehensive Development Framework (World Bank 2003, avgies
that development ultimately be owned by the country becauseatkesesponsible for

final design and implementation:

Development goals and strategies should be “owned” by the cobatsed on citizen
participation in shaping them. While donor-driven aid delivered undwrctgral
adjustment was sometimes effective, in many cases painflllengthy adjustment
measures were eventually undone. When countries have greaiersteping reforms,
governments and their citizens will be more committed to seeingttirengh.

Recipient countries should lead aid management and coordirthtmgh stakeholder
partnerships. Partnerships built on transparency, mutual trust, anditatioisucan
improve aid coordination and reduce the inefficiencies, asymrmaketrpower
relationships, and tensions of donor-led aid initiatives.

By 2000, development as ‘governance’ was formalized within Povedy&ion
Strategies. The 200@/orld Development Report — Attacking Pove@2Q00) provided
the structure on which the Poverty Reduction Strategy papebasasl. Though calling
economic reform central to development, the report offered a visiog ¢gi beyond the
macroeconomic reforms central to structural adjustment. Ini@adibe report covered
the post-World War Il history of development as a process of isiagganderstanding of
the complexity of development. It offered a three-pronged approachoverty

reduction:

Promoting opportunity: Expanding economic opportunity for poor people bwylating
overall growth and by building up their assets (such as land and educatonyraasing
the returns on these assets, through a combination of market and nonmaokst acti

Facilitating empowerment: Making state institutions moreagtable and responsive to
poor people, strengthening the participation of poor people in pbliocesses and
local decisionmaking, and removing the social barriers trgatitrérom distinctions of
gender, ethnicity, race, religion, and social status.

Enhancing security: Reducing poor people’s vulnerability to ill heatonomic shocks,
crop failure, policy-induced dislocations, natural disasters, and valeax well as

helping them cope with adverse shocks when they occur. A big p#risas ensuring

that effective safety nets are in place to mitigateittygact of personal and national
calamities.
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Poverty Reduction Strategies moved focus deep into the microsésictupublic policy,
all with the stated purpose of strengthening opportunity, empowemmnensecurity for
the poorest and most marginalized. These strategies proposedctochtinge through
decentralizing responsibility, accountability and voice so that theinasized would
have voice, resources and incentives to benefit from “expanded economituofpdr
This again seemed to represent a major shift in development thitkowggh in many
ways very different from neoinstitutional and even evolutionary econontiagplaced
the pessimism of evolutionary economics regarding short-termtetirehange, and the
almost complete focus on opportunism of transaction cost economics,netieggetic
and multi-faceted strategy for intervening in societies tocatfee kinds of institutional
changes that neoinstitutional economists argue are necessaeffdctiive economic
development. The World Bank went still further and instituted a braaging

articulation of culture and society including dynamics of ethnicity, genakmequality.

Given this, deeper reading of the Bank’s policy rationales indictiat free-
market economics is still central to development. Considerationpowérty and
inequality may affect the rate and sequencing of reform, dribdisonal initiatives
accompanying reform. However, ‘pro-poor’ development revolves arourzetiedits of
trade openness, floating currency, smaller government, and privatepriseter
involvement in all productive activities including public utilities. Thuscal
participation involves multiple strands that modify one another. , csthomies must
develop within realities of global interaction. Therefore, londlatives must be scaled
up to permit competition in the global economy. At the same timegrB/ Reduction
Strategies emphasize the need to encourage information flow toppople that also

enables them to engage in the global marketplace:

Investment and technological innovation are the main drivegsosfth in jobs and labor
incomes. Fostering private investment requires reducing risk faterinvestors-through
stable fiscal and monetary policy, stable investment regimeund financial systems,
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and a clear and transparent business environment. But it also involveagtiseitiule of
law and taking measures to fight corruption-tackling businesgaaments based on
kickbacks, subsidies for large investors, special deals, and favorempoiies.

Special measures are frequently essential to ensure toabemterprises and small
businesses, which are often particularly vulnerable to bura@nidrarassment and the
buying of privilege by the well-connected, can participatectffely in markets. Such
measures include ensuring access to credit by promoting fahadekepening and
reducing the sources of market failure; lowering the trar@sactosts of reaching export
markets by expanding access to Internet technology, organizing efgusit and
providing training in modern business practices; and building feexdets to reduce
physical barriers (World Bank 2000, 8).

Secondly, revenue from economic growth allows for the funds necessafgdb
participatory development at the local level, development that inclstlesgthening
security of the poor, investment in social welfare, and empowerofetiie poor to
“effect their own futures,” the assumption being that thesedstuiill involve gaining
resources through participation in the global market. Thirdly, pee/asequality;
corruption; weak banking and financial systems can make rapid patrati destructive
to an economy. Therefore, it may be necessary to sequence omaekay liberalization
SO0 as to make institutions prepared to enforce the rules of the thatnmake effective
economic development possible. Fourthly, international action by dexktmuntries is
necessary including opening of their markets, conditional debt esliéfprovision of

public goods.

Critical to the Poverty Reduction Strategies, as with the Cdmepsve
Development Framework in general, is the concept of “ownership.” urdsrlies the
attribution of PRSP authorship to countries. In this view, sustaimkvielopment can
only occur if countries commit to transformation from deep witlgiovernment
bureaucracies and deep into local communities. Thus, PRSPs emplaaczgation by

broad sectors of society in the process leading to publication d?RI&P. This most

emphatically doesnot mean that PRSPs are written according to country-inspired
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templates and designs. The design is explicitly and meticultaidlyput on the World

Bank website.Most importantly

The fact that solutions to poverty therefore cannot be basedsasdly on economic
policies, but require a comprehensive set of coordinated medmsgat the heart of the
rationale underlying comprehensive poverty reduction strategies.oBoongrowth,
however, remains the single most important factor influencingengv and
macroeconomic stability is essential for high and sustainates of growth.
Macroeconomic stability must therefore be a key component of anytpoeeuction
strategy’*

Thus, ownership, empowerment, participation, local control, authorship and most
importantly concessional loans are all based on the non-negotablemption that
economic growth is critical for poverty alleviation, and macroenooaostability is

necessary for economic growth.

4.4 International business and ‘development as gove  rnance’

The Comprehensive Development Framework and Poverty Reductiongesatame
three major sets of domestic actors (state, market, andsaweiéty) but concentrate
policy recommendations primarily on particular state and civiletporganizations, so
as to ensure that “the market” functions effectively. Whileettgpment following the
Comprehensive Development Framework and resultant poverty reduciteyss is re-
conceived as holistic, participative, comprehensive, pro-poor and sustaibablness
organizations are emphasized as being “at the heart of the develqmomsds” (World
Bank. 2005). Multinational corporate actors are mentioned only biretlye context of
development reform, however, with regard to upholding ethical investprantices,
labor and environmental codes (World Bank 2000, 12, 107). Small business
development is more prominently mentioned, as part of reforms dfniance, land
tenure, deregulation, removing obstacles for women) geared thwhthg the poor to
establish and run small businesses, and upgrade their skills and trdarmaorder to

compete given the global economy. However, the main mention ofelsgss abstract,

® http://go.worldbank.org/C8 ABFQUIV.0 Accessed 7 July 2008.
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in terms of ways that public policy and civil society mobiliaatican improve the
“business environment.” This is still very much a neoliberal agugrato firms, an
approach that unlike the “transaction cost” approach to neoinstitueonabmics, does
not move appreciably into the hierarchy of the corporation to look amndsmssi

organization.

Because of this gap in research and high-level policy documentprajett
designs, it is important to look elsewhere for information about WoaltkBnteraction
with multinational corporations in the context of development as ‘gawee.” The
primary references relating directly to business organizatiand, not the “business
environment,” are tactical. They do not resemble at all the ctrapsere plan that
development as ‘governance’ holds for state and civil society. Rdth@iments include
criticisms of pressure on business to intervene in non-businasasasome literature
indicating that businesses need to work harder on anti-corruption amdotprg

transparency, and overviews of corporate social responsibility.

The background paper to the 11th International Business Forum (World Bank
2006a, 12-13), “Business and the Millennium Development Goals: The Business
Challenge Africa”, uses quite pointed language regarding cniti@$ business, and

responses that businesses feel they need to make:

in the midst of the noise of NGO campaigning and defensive corpmnateunications
[emphasis added], the most important linkages between largerebses and poverty
reduction are often missed. The focus - within the frameworkcofpbrate social
responsibility” - is often either on large companies doing gdodtlfe form of
philanthropy, which in all but a few cases is unable to achieve #he &aed sustainability
needed) or avoiding doing bad (in the form of signing up to one or arajthie myriad
of international codes, which can shift the focus and energgrtsabox-ticking, instead
of outcomes). In fact, the most important and sustainable impactebsstian have is
simply by doing what it does best: doing business.

The most important contribution, by far, that business makes to lievament of the
MDGs is through the central role it plays in generatingnemic growth. As the UN
Economic Commission for Africa notes, achievement of the MD@K not happen
unless there is sustained economic growth at a minimum level of @mersuch growth
will only come as a result of private sector efforts”ali@ag aside the surprising fact that
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the MDGs make little reference to the private sedtar,strategy for meeting them must
be private-sector focused. Specifically, the emphasis should beldimgathe binding
constraints on growth: putting in place the right climate lfasiness; investing in
infrastructure; and facilitating international and regional trade

The most interesting aspect of this paper, directed as it &ddvusiness interests, is that

corporate social responsibility (CSR) and international normsdiqgoocate behavior are

dismissed as window dressing and ‘box checking’, respectively. paper thus

indicates that while development initiatives by government awdl ®ociety should

concentrate on alleviating poverty through pro-poor projects, businéss dsver of the

economic growth that is critical to such development projentsild simply be given

leeway to do whatever business thinks is necessary for achieving its @mith.gr

The World Bank Institute introduces thevebsite section “Business,

Competitiveness and Development,” in the following manner:

The Business, Competitiveness, and Development Program of thd Bémk Institute
seeks to address the need for a better understanding obléhbusiness can play in
development issues, through multi-sectoral partnerships. The pragdmsses the clear
need for broader acceptance of multi-sectoral partnerships, ratepgovernance,
transparency and social responsibility as vital components rpbi@ie strategy, and
highlights the importance of these issues in relation to powestyction, good
governance, anti-corruption and country competitiveffess.

The World Bank approaches corruption as primarily an issue driverelputblic sector

including state-owned enterprises and only hesitatingly engagey private business.

As a World Bankeport on an e-conferenf®regarding corruption states:

Of critical importance is the necessity of understanding thmdss environment before
prescribing or applying anti-corruption measures. Recognizing thenigsmithat impact
all levels of the supply chain, the e-discussion participamishasized the importance of
understanding the business environment of a specific country or semtapi®n—be it
at the customs house, withing [sic] the banking system, or iregyomarkets—is one
facet of the business environment, and the government has core ita@pofsr the
functioning of this environment. As one participant noted, whileptheate sector has a
role to play, in the end, “governments, not companies, are respofwilblenaging the
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http://go.worldbank.org/7F2SOSQQBO0. Accessed 2008.

http://web.archive.org/web/*/http://info.worldbawkg/etools/bcdwebportal/docs/summary_PartnCombatC
orpt.pdf Accessed 20 December 2008.
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legal and regulatory framework.” Therefore, for a succkdsfoad anti-corruption
initiative, obtaining government buy-in and securing political will is imafiee.

The primary task for business is to figure out ways to alle\tta¢ pressure of corruption
within a country, and to judge tradeoffs between maintaining ityegsataining brand
and financier confidence, and maintaining competitiveness. Enterpispl/ need to
“learn to operate on a level playing field on which the abilitycompete and produce
efficiently, not privilege or evasion, is the key to long-term ss€®Vorld Bank 1989,
142). The report indicates (p.9) thus:

Ensuring effective risk management, aligning with customer aapens, complying
with laws and regulations, meeting the demands of ethical meestfunds, and safe-
guarding reputation and brand are some of the factors that contolthie business case
to combat corruptiort!

In addition to figuring out how to most effectively operate in rapt
circumstances, business can contribute to anti-corruption initiatiwesgh collective

action programs that pressure governments to curtail corruption.

Doing business requires “understanding the business environment,” and
corruption decreases competitiveness by increasing the costsclofusderstanding,
according to the Bank. Transparency enhances the effectivenagsvainment in
decreasing transaction costs associated with information gaghelby making
information more clear. In this, as well as most World Bank appesato the private
sector, business is considered to simply be the warehouse oierdffieconomic
organization which increases competitiveness and therefore incesasesmic growth.
Entrepreneurs seek maximum self-interest in whichever instituhey reside, and an
institutional environment of transparent laws allows businesses toedezsxturces to

production rather than rent-seeking. Businesses themselves should rgpvehe
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significant responsibility for transparent action. It is up to dgbeernment to provide

transparent environments that enable economic growth.

Though, as previously seen, the Bank indicates its doubt about CSR as an
appropriate mechanism through which business should ‘keep it's own houserin orde
CSR takes pride of place on the World Bank's Business, Compeé&sse and
Development webpageConcentration on CSR is presented tffeire what seems to be

an unintendedly ironic manner:

Over the past decade, corporate social responsibility (CSR)risan in global
prominence and importance. Corporate governance scandals such as\tYodd@bdm,
Enron, Parlamat, Daewoo, and Tyco profoundly affected major capitakets
worldwide, and placed issues such as ethics, accountability, arsgdrancy firmly on
the business, regulation and policy agendas. Additionally, issues as peace,
sustainable development, security, poverty alleviation, environhgumdity and human
rights are becoming increasingly interlinked, and are havingrafound effect on
businesses and the business environmekithough not traditionally responsible for
finding solutions to these challenges, it is in the privateossdbest interest to be part of
the solution rather than part of the probl¢emphasis added]

Unfortunately, few companieparticularly in the developing worlfemphasis added],
have the skills or competencies to work in this new operatingosmuent. Strategic
capacity-building is imperative in educating these businesseg @jS]R, so they may
access new markets and improve their competitiveness on a hatgianal and global
scale.

That is, CSR has become important because of the scandalous nmammech many
corporations in more-industrialized countries have conducted business. vétipiras

most important for the World Bank to assist in building capacityoofiganies in less-
industrialized countries because they in particular do not have adetgasmting (as

compared with more-industrialized countries) in how to act responsibly.

This concentration again illustrates two broad aspects of thddWBank’s
approach to business and development. First, business is normally mbtonea at the
forefront of establishing economic ‘rules of the game’ necessarystistainable

economic growth. Secondly, the global environment has made it ngckssae World

&8 http:/go.worldbank.org/NQTK3CP2J®Mccessed 27 June 2008.
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Bank to emphasize corporate responsibility (at least amongnihsstrialized countries
where there is less capacity for responsible business ggpa@nd therefore devote
resources to increasing capacity. This orientation of the WBatk will be a central
focus of the CCPDP, as addressed in the next chapter. While dHd Bank made
economic restructuring the central requirement in justifyisgmprimatur on the project,
the design of the project itself centered on issues that are also part of erdt®social
responsibility” argument whereby organizations concentrate on envinnrieeal

participation and ‘empowerment’, accountability and transparency.
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Chapter 5 The Chad-Cameroon Petroleum Development Project

Petroleum was discovered in Chad during the early 1970s (Guyer 2002)evef, the
World Bank argued that petroleum companies had been unwilling to makedbéssary
investments in Chad because of increased risks associated Wwati’'sCpolitical
instability. First, political instability, evidenced by coups and vmuigratic institutions,
was endemic and therefore corporations were concerned about poigical Second,
corporations were further dissuaded from investment by thevediatow quality (high
sulphur content) of the petroleum. However, on the other hand, Chad tiacarsu
inhospitable climate that it could not establish an adequate compaealvantage in
export agriculture. Therefore, petroleum represented a higihe. In addition,
according to the Bank, Chad had also made moves toward democratidioms;) it fit
(admittedly tenuously) into “cell ii” of Williamson’s matrix efconomic development.
That is, the government had enough responsiveness that externaaspmers of
government elite had a chance to induce the changes necessapcoftwmic

liberalization.

Given this context, Chad was presented as a very good test enviroomdre f
new Comprehensive Development Framework (CDF) and Poverty Reduttaiagg
(PRS). However, the CDF and PRS contained much more ambitioes stggndas than
simply creation of basic institutions (contract enforcement, @ipabperty) underlying
effective neoclassical economies (the neoinstitutional approadifje World Bank
sought to make Chad a test case for the broad social, culturgbbiichl intervention

for economic growth and social welfare that the CDF and PRfexht In this context,
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corporations, the World Bank, and governments created volumes of docuslatitg) r
to the project, including 19 volumes on environmental considerations alonewdrte

Bank justification in particular sought to inscribe a bright linerfrthe ‘governance’
approach to social aspects of project design and implementatiarguéd that its record
of commitment to governance made it the logical choice to dehlthe political risks
associated with Chadian and Cameroonian government deficiencidser Bein taking
the funding lead, the Bank would take the lead in designing protocols fat &ith
Cameroon to develop the public infrastructure necessary to suppoitepet production
and to effectively manage the revenues from petroleum production imtérests of

social welfare.

Ruptures in the project’s social welfare objectives, design ancemgpitation
have occurred early and often even in the short history of projectnmeptation. The
Chadian government used 18% ($4.5 million) of the $25 million signing bonus for
military hardware (Pegg 2005, 13). This was roundly criticized dmbi@n President
Idriss Deby was lectured by World Bank officials for the dgenthat this purchase made
to Chad'’s global reputation (Calderisi 2006, 192). However, in the ¢aggssof project
implementation, these issues were counterbalanced by stated eviddreearhinitment

of the government to liberal democracy, structural adjustment and revenageneent.

As time has elapsed and Chad has become increasingly unstabiealpolit
elements of the original design continue to be diluted. In 2006, the Clgaiamment
dispatched with the future generations fund and only retained a 70% yppoxierty
strategy after tense negotiations with the World Bank (WorldkB2006b). These
negotiations, among other things, involved threats by the Chadianngusetr to move
toward the Chinese if the World Bank did not negotiate. In 2007 and 2008, Chad

continued to battle instability, with rebels advancing to the ousséirthe capital in early

112



and mid-2008. This instability, however, does not seem to affectpétimleum
production pipeline, which continues to produce apace though prospecting foeltsw fi
was slowed by the violence. In 2006, the World Bank gave the CCP&afisdactory’

but ‘likely unsustainable’ rating because the pipeline producesoasigad and the Bank
designed what was promised. In September 2008, the Bank quietly etsded i
participation in the project, citing failure of the Chad governmentstand by its

commitments.

As the project unraveled, World Bank officials such as Robedd&dial (2006)
became more terse and self-described “politically incorracttheir estimations of
“Africa,” increasingly blaming African leaders and culture, aouggesting replacement
of aid with either African ‘bootstrapping’ or intervention for cuétuchange. These
reactions seemed to represent movement of Chad into Williamstassification of
countries ‘below the threshold’ of democracy as well as betevittreshold of economic

development (“cell iv").

| detail the Chad narrative in the following way. | firstdte petroleum in the
broader neoclassical economic framework, because scholars of podéitiocaomy
(especially the neoclassical approach) attach distinct gsafiftautch disease” and the
“resource curse”) to extractive industries and especially petmol | then detail the
World Bank rationale for involvement in Chad’s petroleum development, aldhghe
broad and extensive documentation and organizational structures creatbeé @DF
and PRS. In the final sections of the chapter | narrate how thecphags played out to
the present day. What has transpired almost from the beginrdegeseration of social
welfare aspects as the authoritarian Chad government guttecdaarddid the Future
Generations Fund and other revenue management programs; agoebpslincreasingly

threaten the capital in a civil war with regional pressuasSChadian people continue to
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receive little of the petroleum revenues; and as the petroleodugiron continues,
relatively insulated from political instability, in a mannemsar to commodity-rich

states across Africa.

| end with a note about corporate involvement in the project. The camsarfi
petroleum corporations managed development of the petroleum pipelitiat it was
completed ahead of schedule. In addition, the consortium duly prepares regularinepor
regard to community meetings, environmental compliance, building of cortyn
structures (schools, hospitals, agricultural extension, fiber oming)the quantity of
revenue given to the governmentTwenty-five such periodic repoffs have been
prepared to date. However, as Massey (2005, 273) notes as well efhate are rarely
critical. In addition, they are limited to the project area @, even as civil war has
raged across much of Chad and the government has continuegctamragnore revenue
management structures, the consortium barely mentions this irgtaibil their
relentlessly positive reports. As | note in the conclusion, therasiyet very little
systematic study of corporate approaches and strategies oatside reports. Such
study is critical for truly understanding corporate involvemanthe project, and in the

absence of such material, the experience of Nigeria is critical.

5.1 Petroleum industry and neoclassical economic de  velopment

Neoclassical development economists generally approach petroleunthie perspective
of “Dutch disease.” Corden’s (1982, 829-831) model of ‘Dutch diseasetspasi
economy with three goods: the booming tradable, the lagging tradalblethe non-
tradable. The booming tradable attracts labor away from thentaggadable, thus
slowing the lagging tradable’s development. In addition, by bringngncreased

revenue, the booming tradable increases demand across the board, ithgish&iprice

% http://www.esso.com/Chad-English/PA/Newsroom/TbgPessReports.asp
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of the non-tradable. Because the price of tradables iy sbebnternational market and
therefore will not change when an economy is relatively snmadirnationally, the

exchange rate will appreciate (see also Olukoshi and Herbst 1994, 457).

Following upon characteristics of Dutch disease, neoclassicahoaic
perspectives posit four characteristics of petroleum that undégdierisks for
development. First, the price of petroleum has historically bedryhiglatile. This is
due to both political reasons, particularly the cartelization ofolgetm-producing
countries in OPEC, and economic reasons given that oil is a ‘pripraguct’ and
therefore terms of trade loss vis-a-vis industrial and other prodoat affect it.
Secondly, petroleum is a nonrenewable resource. Thus, countries canradly foem
petroleum production for a relatively short time, and therefore ndustrsify in
preparation for the exhaustion of petroleum resources. Thirdly, benfatigelarge scale
of resources required for petroleum production, and therefore theofstporations
required to manage the supply chain from exploration through sale,epetroévenues
tend to concentrate in the hands of governments. Scfolafen assign these
characteristics the appellation of “resource curse.” Theotnee curse” connection

relates closely to the neoinstitutional economics concentration on corruption.

Because of the risks of relying on petroleum production, neoclassicaomists
argue that specific policies must be followed in order to gaibeanefits. Gelb (1988, 5)

makes a contrast between ‘capital-deficit’ and ‘capital-surplus’ pibegrs:

capital-surplus oil exporters such as Kuwait and Saudi Arabia kaall populations,
exceptionally underdeveloped non-oil economies (aside from assivitianced by oil
revenues), and very large, low-cost reserves that guaranteertiparative advantage of
oil for the foreseeable future. Their capacity to absoviermee has been far lower than
the maximum oil revenue they could extract, especially aptives prevailing between
1974 and 1984 (Gelb 1988, 5-6).

0 see Gelb (1988); Pegg (2005); Ross (2001); Calfiép0). Watts (2005) provides a good critique of
resource curse literature.
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Capital-deficit oil exporters, however, are hamstrung by hathegopposite conditions.
That is, they have relatively small, high-cost reserves wtiiehefore means that their
capacity to absorb revenue is much greater than the oil revenuaréhable to extract.
As a result, capital-deficit oil exporters such as Nigefiagola, Indonesia and Chad
must carefully manage oil revenues and ‘sterilize’ them sothese revenues do not

negatively affect the more sustainable comparative advantages.

Gelb (1988, 93-94) indicates that governments must take actions to tssure
petroleum plays a constructive role in development, during both boom andyblest.
According to Pinto (1987) and Gelb (1988), the following variables arecplarty
important in determining success or failure. Reflecting theesdration in the 1980s on
orthodox neoclassical theory, these policy variables concentrateripyima currency
and comparative advantage, the tools of allocative distribution. fiScstl and monetary
policy must allow the exchange rate to adjust in response to petrgece signals. For
example, Indonesia adopted a crawling exchange rate peglltvatd the exchange rate
to depreciate as the price of oil fell. In addition, the Indonemmhother governments
established a ‘stabilization fund’ (Katz and International Monetaupd. 2004, 10)
whereby excess petroleum revenue was ‘set aside’. Accordirtgetinternational

Monetary Fund*

A strong case may exist for placing the fund's assets abroad, since investdmmestic
nongovernmental financial assets would transmit resource volatilibeteconomy.

The government could then use this stabilization fund during petrolaaendownturns
to moderate exchange rate shifts and therefore decrease pgsaitditmagnitude of

crises.

Secondly, because the government typically receives the lardesse the

petroleum boom, it should allocate a substantial portion of this Begesthe lagging

n http://www.imf.org/external/pubs/nft/op/205/indasm
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export sector. In Africa and other less-industrialized countiies,ig typically export
agriculture. Allocating resources to export agriculture prevéiatissector from suffering
as much from the price distortions brought on by the drastic seiaacurrency because
of demand for oil. By sustaining incentives for farmers to procixgort crops and
retain a portion of earnings from export agriculture, the governmakésnt more likely
that when the price of oil drops, agricultural goods can still coenpethe world market.
Gelb and Bienen (1988) argue that distorted distribution occurred ini&ligecause
Nigeria formerly had a comparative advantage in agricultureholtld be emphasized
here that the World Bank justified the CCPDP by among otherglairguing that Chad’s
comparative advantage in export agriculture does not generateviiaie necessary to

provide for Chad’s welfare needs.

Finally, governments should allocate funds toward productive acsivitie
general. They should thus follow general neoliberal economic pailsci These include
privatizing state-owned enterprises in the interests of affigiedecreasing the price of
government services by among other things charging user feesudbri®ms as
education, health care and water; deregulating prices andsintates; and liberalizing
trade policies in general (Olukoshi and Herbst 1994). These dhatieconomic actors

can mobilize resources across the economy for production of the most profitable goods.

5.2 The World Bank and extractive industry reform

Neoclassical economic arguments about “Dutch disease” and “resmunse” are critical
parts of World Bank policy rationales regarding petroleum and othkéractve
industries. However, the Extractive Industries Review reforam@xation arose in 2000

not from recognition of economic ‘realities’ but rather out of what the World BaokGr
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f72

itself' termed pressures from environmental and human rights “stakeholdéys.the

EIR final report background (Salim 2003, vii) comments:

In June 2000][sic], at the annual meeting in Prague, WBG Presii®es MWolfensohn
responded to criticism from the nongovernmental community about WBG involvement in
extractive industries with a promise to review the Bank’s irot&is sector. In July 2001,

the Extractive Industries Review (EIR) was initiated whik aippointment of Dr. Emil
Salim, former Minister of the Environment for Indonesia, as Entirigerson to the
review.*

The EIR was thus clearly a politically actuated documentgdesdito relieve the
by then quite hot social movement pressure on the international iihamstitutions’*
In November 1999, the WTO Ministerial Meeting shut down in Seatildout
agreement in the face of both internal protests and massiveaxteotests. During the
following months, each meeting of the multilateral economic orgéioizs was visited
by large demonstrations. The World Bank meeting in Praguenw@&xception, except
that at this meeting the IFIs decided to interact with “non-gouental stakeholders”
including Ricardo Navarro, Chair of Friends of the Earth Internationdblfensohn’s
promise to look at extractive industries came in response tariés presentation of a
petitionary challenge regarding extractive industries. Wolfensobmiped that the
review process would be independent and based on discussions with multiple

stakeholders.

The process came under criticism almost immediately, as tr&l\Bank argued
that its staff should be a stakeholder, after former Suhart®allgmil Salim was named
the Eminent Person of the review, and after the review process lacated in
Washington, DC rather than in Salim’s home country of Indonesiaer After three

years of conferences and visits with local civil society actffected by extractive

2 International Finance Corporation. 2008. Extraztiindustries Review, International Finance
Corporation. http://ifcinl.ifc.org/ifcext/eir.nsftent/Home

3 The annual meetings were in September 2000.
™ For discussion of strategies to remove social nmré pressure in the context of “democracy,” see
Robinson (1996) and Almond and Verba (1963).
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industries, Dr. Salim and the EIR workgroup presented their coankisn December
2003. Somewhat surprisingly, the EIR conclusions concentrated critacishmeed for
change on multinational corporations as well as governments and #reatidnal
financial institutions. The EIR conclusions (Salim 2003, iv) also etedt their
arguments on the need for more civil society participation in grajesigns from the

beginning:

Although governments are consulted directly and continuously by 8@ Y&rough its
Board of Executive Directors, and companies are clients of tB& Wh terms of
financing and risk insurance, civil society is left out and has rextofficial links with
the institution. But it is civil society — local communities, indigas people, women, and
the poor — who suffer the negative impacts of extractive indudtiglopment, such as
pollution, environmental degradation, resettlement, and social dislocation.

This argument fits in with the CDF and PRS concentration onsmalety, but does not
employ the neoinstitutional economic arguments as basis for thisigation. Rather,
while the report acknowledges the “resource curse” economic argyntexascentrates
on examining who has the power vis-a-vis project operations. Thpigalvernments

and corporations have the primary power along with IFls.

Most importantly for my project, the EIR (Salim 2003, 65) advocd#bed the
World Bank Group shift completely out of petroleum sector support anddhsterease

investment in renewables:

the WBG should phase out investments in oil production by 2008, theol/¢lae first
commitment period under the Kyoto Protocol, and devote its limitatsaesources to
investments in renewable energy resource development, emissoiucing projects,
clean energy technology, energy efficiency and conservation, andetfibrés that delink
energy use from greenhouse gas emissions. During this phasingeibod, WBG
investments in oil should be exceptional, limited only to poor countuigs few
alternatives. Meanwhile, the WBG should build local capacitieseg€loping countries
to help them negotiate better deals from foreign companies, thétifunds used for
poverty alleviation through sustainable development.

The EIR accompanied this tough language regarding MNCs negotiatitmadditional
calls for greater MNC accountability. MNCs were not sintphginesses doing business

in this report. In regard to MNCs and human rights, the report found:
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The EIR received many testimonies concerning the military arideploking involved in
securing company control over territory and protecting theiradioas. In other cases,
companies were reported to be using private militia. When ictnfarise between
corporations and local community interests, human rights abusegotattbns are often
reported. In the case of indigenous peoples, when extractive irdugprerate on their
traditional lands and territories without their consent,sitseen as a human rights
violation in itself that, in turn, often leads to other humahts violations (Salim 2003,
39).

Governments and MNCs also often followed labor standards in word but not in deed:

While the WBG supports the CLS as an overall policy comnmmtpieoften undermines
labor rights through its advice at the WBG country policy leMeions have complained
that their views have been ignored, creating distrust and fearassive job losses,
thereby contributing to unemployment and further poverty. In October th@08Vorld
Bank Group publisheBoing Business in 2004alling on developing countries to reduce
the scope of employment legislation, to reduce minimum wages, aeplace collective
negotiation by contracts “at will” between employers and empleyeaeinforcing the
impression of many developing-country unions that the World Bank Groupirrem
fundamentally anti-worker (Salim 2003, 40).

The EIR conclusions were quite penetrating, indicating that velsibmomic goals were
generally reached, the Bank was not able to follow through on promisgeeater

governance and pro-poor orientations of projects:

The knowledge, power, financial, and technical resource gaps Imetnager extractive
industry companies, civil society, developing-country governments, aual |
communities throughout the world are profound. The inequalities betwesl |
communities and transnational companies are not just economicuire;ntey include
access to political power and information and the ability to know and use #heystem
to their advantage.

The EIR found that WBG involvement in the extractive industreztas until recently
may have exacerbated these imbalances (Salim 2003, 42).

The World Bank Group (WBG) took a further ten months before publishieg t
Management Response to the report on 17 September 2004. In it, the JW&Edréhe
notion of phasing out oil production investments, arguing that it should not be
constrained in supporting initiatives that contributed to development, anailthretustry
projects made up such a minor part of total global oil productiontibaiMorld Bank’s
contribution to global warming was relatively negligible. In additithe WBG replaced

“free, prior and informed consent” with “free, prior and informed coasioh,” arguing

120



that no one group should have a veto over projects. More generally, the WBG
concentrated on fraternal relationships with corporations raltfaer power inequalities
between corporations and other organizations. As a result, it higidigldluntary

corporate responsibility initiatives for human rights, labor and environmental pwatect

The management response itself came under intense crititmemEIR Eminent
Person Emil Salim (2004). He characterized the Bank managettigrteaas “Business

as Usual with Marginal Change™:

| stand firm by my recommendations and my analysis, that ar lvettéd, especially in
the El sector demands a fundamental change in the way develognoaderstood and
implemented. The environment and the poor have paid enough subsidigh to r
extractive industries and to governments. The balance neatiifttso an equal concern
for the well being of people, the environment, and profit can be achieved effective

The WBG cannot have it both ways, if it continues along thedfndne Management
Response in the current form; it should not proclaim thatiit isursuit of sustainable
development for poverty alleviation in the El sector. As a headjlobal public

development institution, the WBG needs to be able to standtitsis by its words. The
citizens of the world deserve more than double speak.

The EIR in the end exposed the fissures between governments, ationsr
social movements and IFIs, and demonstrated the tendency of the tdVB£nove
power, inequality and politics from development documents. In doing cami under
intense criticism not only from without but from within, from indegent monitoring
organizations. The focus on voluntary corporate initiatives, in additiorciayiminding
unequal power relations, forms an important part as well of the \Bari& narrative and
policy framework for the Chad-Cameroon Petroleum Developmened®rojHowever,
the wider narrative corroborates the playing out of the inequaltyele® corporate,
government and other organizations, as well as the important influenegterhal

pressures which Bank actors attempted either to mollify or margirfalize.

5 See also discussion in the conclusion about catpaand World Bank responses to social movement
pressure through CSR and other strategies.
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5.3 Chad: A poor country with little or no comparat ive advantage

| concentrate in this project on the Chad side of the Chad-CamePatroleum
Development Project because petroleum corporations engage on a susagisedith
the people of Chad in particular, and my project is primarily abowt such interaction
differs in the context of the shift from neoliberal to neoinstiai economic
development approaches. The CCPDP was designed, developed and ingaeatent
roughly the same time as the EIR, the 2000 WAYRAcking Povertyand development of
PRSs. All of these interactions make up the story of the CCRBDPso analysis must
combine document examination, policy implementation details, and magaggarding
interactions among very different sets of actors. | begilCEDP story primarily from
the view as seen in the World Bank. This approach does not foreglmictiallenges
and successes of social movements seeking to grow in an incheaglobally
interconnected world. It also does not concentrate on how the peopleliflibeegion

of Chad work through uncertainty about how to respond to the project, and wihether
will truly bring progress in human welfare for them. Both of ¢éhgsoups (social
movements and people of Doba) are part of the story I tell, of cdutsmy story here is
about what | see as the rise and fall of the CCPDP, the preséredernal social
movement pressure, and final results that look very much like ttadystafor the
sustained horrors that the people of Shell’'s Niger Delta know do Wwke stories from

social movements and the people of Doba await other studies.

The CCPDP arose in the 1990s out of a sense that it fit in vellhywih the
neoinstitutional/CDF shift percolating in the high-level reskaand policymaking
departments of the Bank. Here was a country with almost no ngéanwelfare-
enhancing comparative advantage, given the arid climate whiohbiadsfor agriculture.
Because of resource scarcity and poor government, the country had&dine lowest

human development indicators in the world. Here also was evidenceuokaploited
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and potentially very rich resource, petroleum, a resource that hagemexploited from
Chad because the political risks exacerbated the problem ofveelmw quality
petroleum. The Chad petroleum project is thirty years in the mdidoyer 2002, 110),

but Chad’s oil is of a lower quality with relatively highesfining costs than other
possible sources, and Chad has a history of corrupt government and uridpeteve
infrastructure. This made the country more internationally cons@leand less
attractive to petroleum companies as a source of oil. The Bankaalswmwledged
broader regional concerns having to do with the violence and docunfenteth rights
abuses in such areas as the Niger Delta. However, accoalifgark-sponsored
examinations of Indonesia, the correct institutional incentives cake mpetroleum a
positive contributor to development. By approaching development in Chad (and
Cameroon) through development as ‘governance’, the Bank could both propeititis

of petroleum development success and demonstrate the efficacy ohamecentered
development. As former World Bank spokesperson Robert Calderisi (2006, 181)

comments infhe Trouble with Africa

No one could doubt that the pipeline project, if properly managedd ¢arisform the
Chadian economy from one entirely dependent on fickle weatbeditons and
international aid to one with a chance of charting its own future.

In addition, this was a potentially very rewarding project tog Bank with
relatively low risks given low expectations of success. Howdheugh the regime in
power was authoritarian and rather unstable, the Bank arguedhthakdime gave
important evidence that it was at the threshold for politicalilflety necessary to
promote the kinds of institutional changes that allowed for effeeomomic growth.
Chad had demonstrated some commitment to transparency and accountability
conducting multiparty elections in 1996, privatizing 45% of its state-dvemterprises,

and spending 10% of its budget on basic services (Calderisi 2006, 17%prukte
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(2004, 38) seems to agree with the optimism generated by Chad'sgeve prior to
the project kickoff:

.. . Chadian President Déby has enacted progressive reforns gifv@rnment from a

despotic to a military dictatorship to a bureaucratic regifiveo factors may explain

Déby’s reforms. One, is the sterilization of oil revenues thatoves them from his

immediate access. He does not have the funds to pay sdowitg needed to protect a
despotic regime. Two, Déby is responding to international presthaeare funding the

oil exploitation. Despite these two factors, the sustainglafithis reforms is contingent

on his ability to protect his regime and reversal is alwagssible. However, it is

probable that the steady liberalization will empower politicatigs and social groups

that will be reticent to relinquish the freedoms they have acquired.

The World Bank presentation of the Chadian context seemed clepthcmit in
cell ii of Williamson’s matrix (less economically developeduntries with political
institutions that are above the democratic threshold), and would tlebef@pplicable to
the neoinstitutional mode of neoclassical economics in that theseem@ugh political
flexibility to allow for the institution-building that is cittal to economic development.
However, it was clear by the project design that neoinstitutec@nomic justifications
by themselves were not persuasive enough to allow the spate foroject to proceed.

The Bank had to couch the project in broader language of human welfare and progress.

The Bank approached the project from three major viewpoints. The
macroeconomic viewpoint is covered above, in that institutionally powexfuibitation
of petroleum could serve to give Chad a comparative advantage in petnoteduction
by lowering the transaction costs compared to the benefits. Tyelodment as
‘governance’ viewpoint encompasses not only building of institutions<CBU-inspired
social welfare concentration (health, education, nutrition, famignmphg, bridges,
utilities, microfinance and so on) and sustainable development througittmotof the
environment. The CCPDP design was packed with documents covieesg issues,
including the 19-volume environmental impact assessment createldebgetroleum

corporations. The third viewpoint is the business viewpoint. The Bamkrgemvolved

124



to mitigate political risk through the reputation of its high delbihga reputation as a
longtime development organization, and new focus on development as@uwer The

Bank’s Concept Papét outlined the rationale for supporting the project:

World Bank involvement will ensure greater public consultatiooall participation and
attention to environmental and other socio-economic issues. World Beidipadion is
also needed to provide the political risk mitigatfomeeded to support the huge
investments the private sector expects to make and &mtattillions of dollars more in
debt financing. Catalyzing private investment to benefit the tdesnis one of the main
reasons the Bank may be involved in the prdjéct.

The CCPDP provided the other side of the social movement cointfrergIR.
Whereas the EIR was developed explicitly to respond to social movexmecerns, the
World Bank participated in and enabled the CCPDP despite those s@merns.
Publicly, however, as with the EIR the Bank indicated willingnesscknowledge social
movement concerns. Clearly, the intense social movement presshecate 1990s into
2000 had an impact on presentation of the proj€cttical viewpoints are still referenced
on the World Bank CCPDP websifeom Catholic Relief Services (CRS), Amnesty
International and Groupe de Recherches Alternatives et de Monittuifyojet Pétrole

Tchad-Cameroun (GRAMP/TC). However, the GRAMP/TC website baly general

® http://go.worldbank.org/2Q72D32120. Updated 2itill2000. Accessed 22 January 2009.

" See also Massey (2005, 254):
Although bank loans would be a small proportiorthad costs, its support was vital to encourage
private investment, as well as to endorse thecathvalidity of the project in the wake of other
mismanaged, corrupt and environmentally disastodysrojects in Africa.
However, Oliveira (2007, 285) notes that corporaiavere well benefited by the World Bank assumption
of risk:
The Chad consortium, critics predicted, could netelipected to side with the Bank in pressuring
Chad to comply to previously defined regulatiors,tliis might jeopardise its own position. The
third obstacle is that the private sector gets noareof this scheme than it gives: World Bank
involvement gets companies cheaper credit and lafhigfile institution with which to share blame
if things turn out badly -- in short, it makes grcis happen. But in return for this boon, companie
can take refuge in a business-only perspective thas the Bank at the centre of public
responsibility.
8 It is interesting how the Bank and other corpoipitalist development organizations commonly
sequence priorities. First is always participatienvironment, socio-economic concerns (e.g. pgyvert
inequality). Second, but usually more fundametatgdolicy considerations, are items more geareditdw
corporate security and finance, including politicsk mitigation. This fits roughly into the argemt
detailed in Moore’s (1999)ebating Development Discourse
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information about Chad rather than evaluations of the CCPDP, andRBeliGk is
invalid. ”® However, different from the EIR, the Bank characterized the ypdditonale
shifts underpinning the CCPDP as being internally generated blgl\Wank actors. The
World Bank “soon appreciated that, to bring about real and enduringodment, a
transformation of the production structures was required and, furtherrtiaat the
capacity of people and institutions to deal with change must be enhgh¢edd Bank
1989, 38). Given this appreciation, the World Bank argues, the CCPDBignetk to
involve government and civil society sectors in consultation throughout the

implementation of the project.

5.4 Project Design: Chad-Cameroon Petroleum Develop  ment Project

The Chad Cameroon Petroleum Development Project was estimatest t83c7 billion

in total. Of this, the Bank agreed to provide a loan ($39.5 million) to @hadder to
underwrite its portion of the 3% combined equity stake that the gmestts of Chad and
Cameroon were expected to h&VeThe IFC agreed to mobilize $100-300 million dollars
to the petroleum corporations. In addition, the IDA financed two capédiiding
projects at a combined cost of $100 million. A three-company oil ciwnsor
(Exxon/Mobil 40%, Petronas Malaysia 35% and Chevron 25%) made up the private
ownership. Shell and EIf had pulled out earlier. In addition, the Badkdng used its
AAA debt rating and influence with bilateral and multilatgrablic and private creditors
to compel particular actions from governments. This rating waslizeabito provide

protection from political risk.

However, the Bank argued that it offered more important institutiesaurces
than loans. As with most production activities, multinational oil congsaand their

financiers should be responsible for petroleum production, because theytheave

9 http://go.worldbank.org/WPWOWXBR00
8 Cameroon was given approximately $45 million ffiyeamount], but in this project | concentrate
on the Chad case.
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resources and know-how to develop the oil industry. Therefore, niidtiah
corporations would provide the bulk of the seed money as well as thed sepl
entrepreneurial skills. However, governments should provide the ema&viuironment,
in the form of laws, appropriate macroeconomic policies, and inicigte conducive to
neoclassical economic development. In return, they would receive refrenugheir
equity stake as well as, in the case of Chad, royalties. Civil sstietyd also contribute
to building people’s capacity to thrive in an environment amenablecdoporate
intervention. The World Bank would mobilize its declared advantage sigrdeg a set
of strategies to strengthen the institutions underpinning effenBeelassical economic
development. The Bank and the Chadian government supported theseanitth a
plethora of sub-plans including a Poverty Reduction Strategy Paplerownership
attributed to the Chadian government, the corporate-led Environmersiasgksent, and
the multiple volume primary project plan which includes the Futwae@tions Fund,
the Independent Advisory Group, the External Compliance Monitoring Griwgp, t
Environmental Management Plan, Revenue Management Oversight AuthtoitypA-
sponsored Petroleum Sector Management Capacity Building Propgedl@nagement of
the Petroleum Economy Project, and others. These documents caly lsetlivided in
five sections, according to the main project segments. Theséghent, the plan and
funding for the petroleum production itself, is addressed above andnaribyilaid out
in the Pipeline Development Project itself. The supporting docuraddtgss alleviation
of the macroeconomic pressures associated with petroleum devatpmmetribute to
government effectiveness (governance); serve to underpin local shwnesecurity and

empowerment; or affect surveillance of the overall project.

The Bank designed the macroeconomic initiatives to manage oil evend
avoid ‘Dutch disease’ effects of volatile and temporary oil mees. The earlier

structural adjustment projects that the Chad government undertooke@ssigh
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neoclassical macroeconomic indicators. The Project Apprdi8algril 2000) noted as
an important justification for the project that Chad had alreadyrtat@s or committed
to basic structural changes required for economic growth. Thasges were laid out in
a 2000 Interim Poverty Reduction Strategy Paper, which was thalizéd with a 2003
PRSP:

The 1995-99 fiscal consolidation and economic reform program hetppdove
significantly the public finance situation, stabilize money anedit conditions, and
introduce major structural reforms aimed at reducing the @bl the public sector,
liberalizing the economy, increasing competition, and favorimgldpmental use of
public resources. Chad weathered well the impact of the 1994idéenlof the CFA
franc and attained an average real growth rate pgreent p.a. during the 1996-99
period; the government's current primary balance deficiturasd into a surplus; fiscal
revenue increased from 6.2 percent of GDP in 1995 to 9.4 péncet®99; and
inflation averaged 4.5 percent p.a. between 1995-1999. Economicfiaadcial
performance was, however, affected by vulnerability to atlonand external shocks -
- e.g., the energy crisis in Nigeria and the unfavorablédwoarket prices for cotton.
By end-1999, the Government had privatized 45 out of fifty pubtielged enterprises
and had initiated a time-bound program to privatize the aireny parastatals,
including the politically-sensitive cotton sector. Most @ricontrols have been lifted,
and important regulatory reforms were undertaken to liberaelecommunications,
open trade, rationalize and streamline taxation, and mxymprivate investment in
energy and other sectors. Chad’s transition to the oil era would build dauthdation.

The Government intends to continue these efforts. Over2@@®-2002 period, Chad
will seek to maintain macroeconomic stability, consolidawélic finances and
complete the unfinished structural reform agenda, while aahme time developing
with civil society a comprehensive strategy for poverty rédoctTo this end, Chad is
launching the development of a Poverty Reduction StraRaper (PRSP), with the
support of the Bank and IMF. Under the PRGF arrangement uckmaclwvith the IMF,
Chad will define strategies and programs in theripri poverty-reduction sectors,
increase public expenditure for poverty-reduction activities, and foster thodpadidn
of communities, beneficiaries, and the private sector (Project Aabrat 5).

However, for petroleum production, additional policies needed to beop#ne
project design so as to prevent the “Dutch disease” factors. sindhm the Bank argued
that oil revenues should be part of the general budget rather thigmeakto secret
allocation mechanisms. These revenues would come from ayrgyajiment; an
upstream production tax; and a corporate pipeline tax. In addition, @had receive

dividends from its equity participation in TOTCO and COTCO (Moynihan et al. 2004, 4).
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The government had passed a Law on Petroleum Revenue Management inal$@9 t
aside a percentage of oil revenues explicitly for poverty atiemighealth, education,
transport and rural development). Related to this, the project docirequired that the
Chadian government approve creation of a “Future Generations Fund, byiserae oil
revenues were placed in a foreign account. This account would nat@ffeency flows
in the country and thus would prevent temporary skewing of monetaggtines away
from other export industries, and would also prevent depreciation of ttencyr As a
result, it could be put aside to soften the blow of eventual oil deplei@hio promote
sustainable development. This fund is akin to the stabilization funtloned in Pinto’s
(1987) Indonesia example in the 1980s, whereby petroleum funds are prevented
adversely affecting prices of tradeable goods that would underpin eagamwith in the

absence of petroleum.

The second set of initiatives related to public sector governanceonly was it
imperative for the Bank that the government commit officially macroeconomic
adjustment and distribution of petroleum revenue to poverty alleviatiagarsebut the
government then needed to have adequate capacity to implement thaseirfoan
efficient and transparent manner. This required making governmeisiotemaking
increasingly more bureaucratic. Scholars cited some evidéateChad had moved
toward more bureaucratic institutiofs. To assist these moves with capacifieslated
directly to petroleum production, the IDA sponsored the Chad Manageofeithte
Petroleum Economy Project (IDA $17.5 million), which dealt witre fcomponents of

general civic structure of government:
1. public financial management
2. poverty database and reporting system

81 See Heilbrunn 2004.
8 1t is interesting to see capacity building asseclawith government in the CCPDP. In much of the
literature, capacity building refers to strengtmentivil society while governance refers to goveemtn
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3. civil service reform
4. oversight and control capacities
5. monitoring of economic reform

The Petroleum Sector Management Capacity Building Enhancemerdt§&#86 million,
of which IDA funded approximately 90%) also dealt with governmenngthening,
covering policies more directly related to the petroleum projéctthe second of two
segments (the first dealt with capacity-building surrounding thtealproject), the project
information document (p. 3) outlines the following measures relaiegovernment

management of petroleum production:

The second main component of this capacity building progctlesigned to build
the capacity of the government to manage the further devehdmh the petroleum
sector as whole [sic]. This Petroleum Sector Manager@@mponent will have two
sub-components: (a) preparation of a regulatory framesmekifying, inter alia, the
environmental regulations governing petroleum exploration and produeh Chad;
and (b) the development of a Petroleum Sector Informatiaraleament System, and
operational support. As regards the latter, the project would help Chad to: (2 retrie
and organize existing seismic and other information; (b)loevea storage and
information management system; (c) reprocess and refietesome of the existing
geological and geophysical information, using state-of-thetachniques; and (d)
negotiate complex contracts with private oil investors taimae the benefits to
Chad.

The third, and certainly most documented, aspect of the project dématispects
seemingly only tangentially related to the macroeconomy, butrregteged to creating
populations that were healthier, more educated and had underlyingenslfgports to
allow for participation in the economy. These “capacity-buildingiatites are central
to the Bank’s argument that the project represents a new wdging development:
governance for poverty alleviation. However, more importantly, the @hadi
government had already committed to neoliberal economic restngtbefore the
project was designed and instituted. Economic restructuring wasdreea prerequisite,

a confidence-building proof of seriousness, for the World Bank’s non-economi
commitments. Given this, the project was covered over by a dnyfiameasures

designed to define, implement and monitor ownership, empowerment andysasyrér
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the 2000 WDRAttacking Poverty The government of Chad was encouraged to complete
a Poverty Reduction Strategy paper in which it laid out long tevatsgfor social and
economic development. Though the document displayed the government of Ghad as
author, it was constructed according to a standard form follow&RISP documents, in
keeping with the Bank’s conception of ownership given the necessspyeoctfic types of
institution-building for economic growth and therefore poverty reductibypical of the
standard form is the statement (Government of Chad 2003, 10) that thearChadi
government sought to “consolidate the gains made with adjustment psodrgm

integrating them with the new globalized economic order . . .”

Likewise, the 19-volume Environmental Assessment, written by Essb a
COTCO before creation of the project document, put down a set of reguni® related
to environmental security and population security (especially emglotyraompensation
and resettlement). This document is particularly important gsrifmary non-production
contribution by corporations (both the private oil companies and the govarroihe
companies) to the project. In it, the consortium of public and privaigoions
commits to a range of environmental protection measures; compensatoh;
resettlement initiatives. This initiative is described bhyy&’s (2002) project briefing,

which notes NGO participation:

The [Environmental Assessment] is the result of a round of ibassiudies and the
Environmental Impact Assessment undertaken by the consortium, tiegstian the

light of World Bank environmental standards, and critique by the N®Osontains

provisions on the entire range of measures to meet standardwe fprotection of the
natural and human environment. One particularly contentious sizsiaé was the
compensation paid to people who would lose houses, crops, fiejgsrroanent trees.
The location of the entire construction was planned to reqghiee minimum of

dislocation; 4,120 land users were compensated along the pipelinefdoikties and

road easements, but no more than 150 families in Chad aretbkeged resettlement in
new houses in new locations. Most compensation was for los®@é end economic
trees. In both countries, the land itself belongs to the statpesple can only be
compensated for the loss of improvements.
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The assessment process involved consultatiarigh both international NGOs and local
groups. Local groups were consulted for purposes of information shdetegmining
project land needs, and creating a framework for reducing adirepsets®® The
environmental assessment also included an oil-spill response plarxtengdivee visits
with people along the proposed route in order to get feedback on commensa

protection of cultural and community artifacts, and other impacts.

With respect to the CCPDP itself, the Petroleum Managemegracdiy Building

Enhancement project contained the most important capacity-building patici®s (

i. Building environmental, social and technical capacity, both in the Kioistthe
Environment (MEWR) and the Ministry of Petroleum (MMES$tarting with the
Doba project.

ii. Mitigating induced impacts on the producing region through than€ing of rapid
intervention measures such as health facilities and water-wells.

iii. Supporting development activities in the producing regiangcluding the
establishment of a pilot development fund to test finanaiad implementing
mechanisms for complementary rapid intervention measures natderm
development activities that will be proposed by the community and local NGOs.

iv. (@) Implementing a communications campaign to limituxnf migrants into the
region; (b) supporting the development of a management information systiSy (M
and (c) implementing communication and consultation activibegenerate
accurate information regarding the project and suppartnition dissemination
and dialogue with all stakeholders.

v. Building government's capacity to deal with legdhaticial and other technical
aspects of the Doba project.

vi. Provide operational support for coordinating project implementatio

Items ii, iii and iv(a) are designed in part to helpgaie the impact of the project
on the producing region specifically.

Capacity building, in Guyer’s (2002, 112-113) words, involves:

development in governance, the strengthening of accountability anchwooations,
specialist training, infrastructure growth and planning caypagiall the major economic

8 The word “consultation” is very important iretltontext of the EIR process above, whereby the EIR

group referred to FIPC as “free, prior and infornoeehsent” but World Bank management replaced this
with “free, prior and informed consultation.”

8 World Bank. 2000Projects - World Bank Group Approves Support form@iCameroon Petroleum
Development and Pipeline Project.Accessed 2008 July 8 2008. Press Release. Availabim
http://go.worldbank.org/HEIYTOLATO.
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sectors. The World Bank Group’s investment and technical suapodevoted to the
many component tasks of meeting this agenda.

In line with capacity building goals of participation, the Bank #mel government, as
well as representatives of the multinational oil companies, seaurijTipation sessions
directed toward traditional leaders, womens’ groups and farnmeosiga others. They
designed these participation sessions as a means to asadttagetls and concerns of

stakeholders, needs and concerns that were noted in the project documents.

The fourth initiative has to do with monitoring the project as a whal@umber
of organizations were set up to monitor these initiatives. The Banketfl an
International Advisory GrouplAG),? consisting of six (decreased to five) members who
were “independent of any party associated with the project anpeasons of eminence
and respected for their experti$8. The IAG was tasked with advising the Bank on
implementation of broad project goals. From 2001-2007, the IAG undertookpd3atr
assess these goals. In addition, an External Compliance Monitpdng was set up to
monitor compliance with the Environmental Management Plan. This goomgsigting
of the consulting firm D'Appolonia S.p.A. of Italy) monitored the lggdlinding
requirements that are part of the plan, in the process of ten ppetmm and three post-
completion visits to the projeff. Requirements monitored included resettlement,
compensation, construction of community infrastructure (houses, roadshatclling of

waste, and prevention of worker injury (OSHA guidelines).

The College de Contrdle et de Surveillance des Revenues Rst(GIieSRP) was
created as a result of the 1999 petroleum management law, an@des up of
representatives of the government, parliament, supreme court\dinglociety. It was

charged with approving all direct oil revenue allocations and disments. The World

8 http://www.gic-iag.org/ehome.htmAccessed 8 July 2008.
8 http://go.worldbank.org/BJORXNJR9Mccessed 8 July 2008.
8 http://go.worldbank.org/GMGLF041K0Accessed 8 July 2008.
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Bank Inspection Panel is “an independent forum to private citizendelieve that they
or their interests could be directly harmed by a project firchbgethe World Bank. The
Panel receives requests for inspections, makes an independesmastesf Bank
Management's response to each, and recommends to the World Bank'sfBaieedtors
whether the claims should be investigat&d.The final monitoring group is the Comité
Technique National de Suivi et de Contréle (CTNSC), an intermii@btgroup also

charged with monitoring environmental and social impacts of the project.

5.5 The project on the ground: inserting all actors and removing
“political correctness”

The contexts outside World Bank research departments were véggeuiffrom the
preparation and rationale documents covered above. The World Bank suid@est
38) that its governance approach was prompted by rapid internal rasaesshat
structural adjustment was not enough to assure effective econdeniglopment.
However, the actual context underlying ramp-up of the EIR, CD&/RRd CCPDP
paints a very different picture from the CCPDP documents. WhdeElR explicitly
acknowledges the role of external social movement pressure in pngnipg World
Bank Group to act, the CCPDP makes only passing reference ttcaime external
pressure accompanying the entire contract development procesanesbmess of the
project, like successful as well as unsuccessful projects, ptayecery differently from
the reports. First, social movement actors presented veryediffezalities from those
found in the project documents. These realities were filled auithorate actors, politics
and human rights concerns. Corporations were not simply containersegreneurship
and technology. Rather they were political organizations as wih, questionable
histories of supporting military abuses, disregard for labor rigaisjronmental

despoliation and government repression. World Bank current and forroealsffmost

8 http://go.worldbank.org/5SMGHQ1ZQ01Accessed 8 July 2008.
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importantly Robert Calderisi in his bodke Trouble with AfricgCalderisi 2006, 178),
also acknowledged concerns about corporations. However, Calderigielasas
Wolfensohn also presented social movements such as Environmental eDEterts as
Washington-based impersonators who simply want publicity for tHeessand do not
speak for the people of Chad and elsewhere whom they presentetheaally very

supportive of the CCPDP.

In a major difference with IFIs regarding underpinning of projdesign,
advocacy organizations painted a very different picture about whyntimetoring and
revenue management frameworks were added into the project. Winerédsrld Bank
(as shown) presented these innovations as part of its evolution as lapderd
organization, whereby changes were internally driven by awareriesisortcomings,
external social movements argued that the project was only ethdpgcause social
movement organizations were able to come together themselvebeandhobilize the
voices of local Chadian (and Cameroonian) organizations so that tlitemextia would
hear local criticism of the project. As Korinna Horta of Eammental Defense Fund

relates (2002, 174) in regard to environmental considerations of the project:

The costs of forest destruction were largely beingédsy local communities and
indigenous peoples whose forest-dependent livelihoods wereg beestroyed.
Pipeline construction and the pressures of logging andlifevi poaching which
would certainly accompany it could do nothing but aggravatesxisting situation.
Yet, when we surveyed the Cameroonian NGO community aboutpekng, we found
out that most had no information at all about the project and the fevhadhheard about
the project were unaware of its routing.

The first thing to do was to piece to gather [sic — piecethegeas much information
as possible about the project, to put it in its politicaitext and to create the political
space for local groups to get their voices heard in intematimedia and decision-
making platforms.

8 | could devote an entire project to the role ofiabmovement pressure in the CCPDP and other
instances of corporate-led globalization. Howewerthis project | primarily rely on social moventen
reports (from CRS, EDF, Amnesty International atgkwhere) to fill out the story of Chad from 1999
through the present. See O’Brien (2000) for cotreéion on multilateral economic organizations and
social movements.
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Many groups expressed doubts about the project itself (petroleum povduncta
period of global warming) as well as about how it was designelde VWorld Bank
argument that the Chad government had shown credible moves toward bemg mor
accountable with revenues was widely criticized. One of the s@urces for World
Bank optimism was the 1998 Revenue Management Law. However, others argue that the
Chadian government was pressured by the IFIs to pass the lageintorreceive any
revenues or further project financing. That is, the law was spontaneous measure by
a government accountable to its citizens, but rather a resulnoicsercion whereby the
government was informed in no uncertain terms that the petroleumtpnmetzl not be
completed unless the law was passed. This assessment seerhednark when the
Chadian government repealed the future generations fund in 2006, sooheaftgreline
was completed and petroleum began to flow. The government alsal slaeeting
money into the general fund and out of the poverty prioritization fund so iasrease
military funding. When the World Bank threatened aid cutoff, thed@magovernment
called the bluff and said it would go elsewhere for funding.ththend, before World
Bank participation in the project was cancelled in 2008, the twitiesnsigned an
agreement ending the future generations fund but retaining an intenmmitment to

revenue distribution to human welfare sectors.

The impact of social movement pressure on IFI, government and derpora
policies in light especially of the period immediately followithg “Battle in Seattle” is
an important topic, and the case of the CCPDP can lend useful ssighits topic itself
should therefore be covered as a separate pr8jethe “noise of NGO campaigning”
referenced earlier is important for the project at hand initHalps bring to light the

devaluation of politics in the project rationales and documents, ctaatra#th the strong

% A useful set of documents to begin with is Hort897; 2002a; 2002b). However, for examples of
Environmental Defense Fund working closely with Bop McDonalds and other corporations, see the
CFO Conference proceedings by Mintz (2008). Fiticai perspective see Noble (2007).
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political interactions among contending parties in the actual xisntsurrounding
contract signing and production implementation. Almost from the begincomgrary to
the design, the CCPDP integrated into familiar contours of thedaiplex’, covered so
well by Watts, supplemented by Apter and others, and which | dethié next chapter.
An authoritarian government gradually assumes control over reveriuesal people
affected most by petroleum production are presented as supportive butednskid
only gradually compensated if at all. The World Bank claimsesscand the high road,
arguing that it seeks only to use critical skills that inisale possession of, in the face of
self-seeking or uninformed NGOs, and with assistance of corporagehksg simply to
make a profit by mobilizing their entrepreneurial talent andhrtelogical know-how.
Production is isolated from regime instability so that, even ifabe of civil war at the

steps of the president’s residence, petroleum still flows.

One of the Bank’s major rationales for kicking the project ofthe late 1990s
was that the Chadian government had shown credible moves toward building a
accountable democracy with respect for human rights. However, inp¢hed
surrounding contract signing, human rights organizations collected numerses af

human rights violations. As an AFROL artitieecounts during that time:

Media harassment quickly reappeared and in November 2000, arfeamior public
servant, Garonde Djarama, was imprisoned for an article hpuididhed in a Chadian
weekly newspaper. He had criticized the government for notimgastrongly enough
against the racist killings of sub-Saharan Africans in Libya.

The same month, the renown [sic] World Organisation Against TortWWEC{0)), accused

the Chadian government forces of putting children "on the frontitirerder to detect
mines and if reluctant they are reportedly killed." The governmiggedly makes use of
forced recruitment of child soldiers from Southern Chad to thediorces in the north
of the country.

In January 2001, the MDJT claimed that government troops had ekgqmigeners of
war, including one of the movement's leaders, Yaya Labadri. Egasutif prisoners of
war are seen as a serious war crime and the Chadian gmrerquickly denied the
charges. The case has still not been investigated by an international body.

L http://www.afrol.com/features/10276Accessed 18 March 18, 2009. See also Gary (200)5
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The Bank and the consortium were particularly targeted Iigadrstudies from
Oxfam, Amnesty International, Environmental Defense Fund and CathdiefR
Services. The environmental assessment itself, as well aay f the initiatives
designed into the project, seemed certainly to come out of socie@ment publicity and
pressures for protection of basic welfare, human rights and theoemént. Having
given the economic rationale (lack of comparative advantageBémk was under
significant pressure regarding its self-proclaimed non-econowailte added of

environmental, human rights, and human welfare protection.

Many activists also criticized the Environment Management &ronsultations
with local people that involved representatives of the multinationdfolpam

corporations along with military escorts:

In a country in which the population has been traumatized by more thaaB0of war
and more recently by massacres perpetrated by the militaryibans in the region near
the oil fields, the presence of the military during the consudtaessions was enough to
dissuade people from expressing their opinions. As a resultygbkesl that people will
suffer have been poorly evaluated and the compensations theybbam allocated are
not proportional to the damages they will sustain, nor do theyartb the will of the
victims (Djiraibe and Turshen 2002, 171).

Korinna Horta (2002, 175) adds:

The only serious public debates about the project were orgahize€ourageous local
civil society organizations themselves with the suppamfoutside church groups and
others. These took place in the towns of Donia (1998) and BefE2®) in oil-
producing regions and led local groups to call for a moratoriuminamding for this
project until adequate legal frameworks and enforcement meatmmieuld be in place
to ensure transparent and equitable use of the oil revenues andtéatigon of human
rights and the environment.

She continues that these pressures convinced the Bank to theneptass@hadian
government to pass the Revenue Management Law (which happened, withod Mate
to zero) and include the IAG in the project design. However, thidaek project
development for over two years, and so according to Horta the \Barld worked to

divide Northern and Southern organizations in the minds of outside ietkfesties. In
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the World Bank’s presentation, Northern organizations were against dfextpwhile
Southern organizations were very much for it. Horta (2002, 176) diemithis

characterization:

The delay of a final decision on the project led Exxon-Mobikéb-up a large-scale
operation in both Washington and Brussels to systematically lobby &mid ebpport for
the project from lawmakers, government officials and the medliathe same time,
pressure was building up within the World Bank to speed umpipeoval process and
allow no further ‘caving in' to NGO concerns. Amongst itsatiites to neutralize NGO-
criticism of the project, the World Bank spread information alaosplit between NGOs
with Northern NGOs purportedly opposing the project for their oslfish reasons while
Southern NGOs were giving it their full support as a povaligviating instrument. To
make the point, a group of representatives of so-called Chadia@Gaaméroonian civil
society representatives were flown into Washington in tHeofal999 to lobby for the
project. These individuals had no affiliation with any groupsrothe case of a religious
representative, had come to Washington without knowing the objedtivéheir visit.
Embarrassingly, their written statement was identicartwfficial statement in support
of the project published by the Chadian embassy. For good meaS&eegalese dance
troupe from Paris was brought to the 1999 World Bank/ IMF annualingeein
Washington, to be paraded as Africans who had come to show solidarithevyiloject.

One of the most influential figures was former World Bank spokespeRobert
Calderisi, a self-professed critic of “political correctness.He (2006, 184-187)
characterized social movement interventions in the manner that Marned against,
including the suggestion that “Washington-based” organizations sef&erving and

out of touch:

...international environmental groups were having a field day. Lddé¥nvironmental
Defense Fund, the Center for International Environmental Law, thed Bank
Information Center — all based in Washington DC, a worldwigepaign had been
whipped up against the project. Some international groups wittedirexposure to the
Bank’s work or dated information on the project had genuine condehadeded to be
addressed. But the Washington, DC, groups, who should have known betpdy, sim
twisted the facts. . . once an unqualified supporter of nongovernneegtalizations of
every kind, Wolfensohn began drawing distinctions between “good” and “bad” NGOs
US organizations such as the Environmenal Defense Fund wéetgiimined to stop
the project, as if it were a litmus test of their strngs a public interest group or a
trophy for display on their entrance hall for future donors.

Wolfensohn, according to Inter Press Service, backed Calderisiimentrabout “good”
and “bad” NGOs up in the days prior to the Prague development meetid@80, and in

reference to the CCPDP:
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"I have 1,000 Africans working at the Bank, who unanimously supportCtied-
Cameroon pipeline. And | vigorously support the Chad-Cameroon pipeling.isThot
for people in Berkeley to decide (referring to Northern N>O@his is for people in Chad
to decide. And I think it's important that we have a proper balbetween the Berkeley
mafig? and the Chadians, and | for my part, am more interested irChiaglians"
(Mutame 2000).

Calderisi reflected the tensions between the Bank and social rant&rtensions which

did not appear in the CCPDP though they appeared briefly in the EdRr main actors

thus shared the stage in Calderisi’s view of the negotiationsth®©ane side were the
Bank and ExxonMobil (along with its partners Chevron and Petronas), who sought
simply to effectively extract petroleum in such a way thdeédthe people of Chad at the
same time that it brought some profit to the petroleum companieshi©side were also

the people of Chad, broadly presented as favorable to the project tih@yghad little
voice. On the other side were Washington-based NGOs and the (Clgadiernment,

both seemingly bent toward sabotaging the World Bank’'s important lootbm to

human welfare in Chad.

Calderisi (2006, 188) argues that two factors saved the project, Wokensohn

and ExxonMobil head Lee Raymond had developed a personal chemistry:

Wolfensohn was convinced that Raymond was firmly committed to dbiegroject
properly and acting similarly in other international ventures. The Bank had hessmg
international companies to become better “corporate citizens/adfiensohn could not
easily drop the project if someone he trusted was doing alblle o heed the Bank’s
advice.

The second factor was “an even larger controversy” in the form wansmigration
project that the Bank was planning for China. It turned out that tladéidocwas within
traditional Tibetan boundaries, and so “. . . the activists pouncedy tlihveed a well-

intentioned agricultural development project into Bank collusion in Chirfkggal

2 One wonders whether Wolfensohn grasped the irbmgiag such a term as Berkeley mafia which had a
previous more infamous association with Indonesannomists, educated at Berkeley, who assisted
Suharto with the economic aspects of his brutahtticship. See Klein (2007, 82ff), for example.
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occupation of Tibetan land. . .” (Calderisi 2006, 189). This major globahtine

eclipsed the Chad project:

The pipeline did not exactly slip by in the shadow of the largetr@eersy. There was
suspense about the final result until the very end. But, ihdneestretch, there was
more concern with fine-tuning the design than overcoming any impdrtadtes. The
storm had broken, and there was a sudden stillness in whiebnegharguments rather
than sensationalist claims could again be considered (Calderisi 2006, 189).

After the agreement was signed, the Chadian government bebancenter of
World Bank consternation. In particular, the government used e peg of the signing
bonus to purchase arms. While this bonus was not covered under the rsivanng
portion of the agreement, it decreased the government’s reputategradible partner.
“Throughout this period, the president of Chad showed no signs that he undénstood
bargain he had made with the rest of the world” (Calderisi 2006, TRy)s, all parties
were defined, with Calderisi matching arrogant clumsiness oCtrelian government
with the arrogant urbanity of the “Washington-based” environmental NG&s known

as the “Berkeley mafia”).

As the project proceeded, advocacy groups pointed to evidence, includiigtthe f

IAG report® that the project was proceeding on two tracks. On the one hand, the
petroleum production facilities were constructed ahead of sche@@rethe other hand,

the capacity building frameworks that the documents calledvéoe delayed. As a
result, when revenues began flowing into the London Citibank accountdattygyshed
there rather than being distributed to education, health, nutrition and loitedr
development projects. The lagging of human welfare developmentxaasrkated in
2005, when Deby used the rebel threat to his regime as the pexarge to scrap the
future generations fund and route more oil revenues to the general fthrelysould be

used for military purchases. The World Bank immediately fropels and entered into

9 http://www.gic-iag.org/doc/IAGReportofMissiontoCHagdm. pdf Accessed 20 December 2008.
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negotiations about how to revise the management mechanism. Bydtle i 2006,
the Bank and the Chadian government had entered into a new agreemeesibyw70
percent of the revenues would be spent on “priority poverty progratmss 30 percent
would go into the general budget. The pact was accompanied by pramisesate a
new PRSP, which has not been completed to this day. By the begofnk@§7, the
Chadian government was unclear about whether the security situaiidd allow the

70-percent threshold for priority poverty programs to behet.

Not only was development seemingly proceeding on two tracks, but mogitor
could be seen as two-track as well, with transparency of reports aheadpifance with

recommendations. Massey (2005, 273) labels this “transparency over compliance”:

Transparency, at least in terms of the Bank's contribution, ¢ &#ssured by regular
electronic publication of the monitoring reports, and the variouseboldave fulfilled
their remits satisfactorily. However, transparency to what €ffec

A succession of reports by the IAG and ECMG, as well aspartrdoy the Bank's

Inspection Panel have detailed environmental and social faitmgisare either not

addressed, or inadequately and/or temporarily, addressed. The monmedhgnisms

have to a large extent been window-dressing. In terms of cividtyognd 'stakeholder’
input, "a foot in the door is quite distinct from a place at tideta(Clark, Fox, and

Treakle 2003, 285). The ascendancy of transparency over compliasiegnphasised by
the Bank's disjointed response to its own Extractive Indudt@s$ew that accepted the
findings but proposed no change to existing policy.

A Bretton Woods Projedirticle concur®:

The work of external monitors can indeed provide much value addeataiso be used
as a public relations tool and a fig leaf for poor implemenmabf social and
environmental commitments.

The specific case of the ECMG's work in the Chad-Camerogagisds a case in point.
The ECMG's technical expertise on issues ranging from hazawdsis management to
archaeological heritage protection has helped fill gapsenirtformation about project
impacts. Its meticulous checklists and access to company rdw@rel$urther added to a
systematic knowledge base about the implementation of a compigsorenental
management plan.

Unfortunately, however, the ECMG's work has not made the differen¢be-ground
that it could have. There are inherent structural problems WeECMG has to make
repeated recommendations about serious problems - such as intenpelldition that

% http://go.worldbank.org/T3ST3WTGVO
% http://www.brettonwoodsproject.org/art-546186
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diminishes visibility, damages fields and crops and affectsghbhlth - which are not
adequately being solved after several years of ECMG warnings.

The CCSRP, charged with approving all oil revenue disbursements, was als
compromised. In 2004, President Deby appointed his brother-in-law temiv@l bank,
which automatically made his brother-in-law part of the CCSE®Y, 259). In May
2004, the primary civil society representative acted as a whistler at one of the

public sessions:

In May, [Therese] Mekombe, as vice-president of the CC3&rated the College's
complaints. She responded to a self-congratulatory presentationBxxam executive at
an oil and gas conference in London with a whistle-blowing spelesigned to
embarrass all connected with the projéctMekombe argued that the College remained
underfunded, understaffed and deprived of information by both the donsa@hd the
Chadian government. In these circumstances, it could not do tlitewak set up to do.
The Exxon executive replied that he would be happy to provide any iiormthe
CCSRP required, whilst reiterating the benefits that oil wbulty. However, Mekombe
continued to paint a negative picture of both the oil consortium andChaelian
government, stating that Chad's natural resources were beilogetkin an atmosphere
of suspicion and lack of confidence. She further claimed that ofogihe Chadian
population was disillusioned with the project. This outspoken rebuleastt shows that
the College is not comprised entirely of placemen or womeekolhbe's remarks
prompted action by the World Bank to ensure that by October 20@IGE&P had well-
equipped offices, technical support and better access to informdavever, the fact
that the key revenue management mechanism was marginalisedterigayly phase of
the project suggests fundamental, perhaps fatal, flaws dtet¢ of the Doba Model
(2005, 260).

By 2008, the Chadian regime was threatened by very credible owertivith
rebel troops occasionally appearing on the outskirts of the capliatough all this,
however, petroleum production continues virtually without pause. As a ldrLidfg

2008Reuters articl¥ states:

A rebel attack on Chad's capital a week ago did not afieat@untry's 140,000-160,000
barrels per day (bpd) of oil output but the violence disrupted pridisgesnd plans for a
new refinery, the oil minister said.

"Production has continued as normal," Oil Minister Emmanuel Nadis@d on Monday
amid burned papers and broken furniture at his ministry buildifg¢ch was looted
following the Feb. 2-3 assault on N'Djamena by eastern rebels.

% See also http://news.bbc.co.uk/2/hi/africa/374866d.
7 http://www.reuters.com/article/latestCrisis/idUSI653282
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Current and former World Bank officials, and those sympatheticheor t
positions, increasingly question the efficacy of aid (Cald&®)6); call on African
countries to develop themselves (ibid.); or in other situations (enthabwe) call for
outside occupation or regime change (Collier 2008). The pictureressis of a Bank
that tries to design projects that help impoverished people, but Afgoaernments
almost hopelessly stuck in corruption and instability. This islyedin to cell iv in
Williamson’s matrix, with below threshold political and economic tgwment. The
prevailing sentiment is that the Bank has tried but the domesii@tien is hopeless.
However, unlike Williamson's actors in transaction cost economicentuand former
World Bank officials portray actors in Chad in collective ternmsl also venture in some
cases (e.g. Collier) to suggest imperial reassumption of sgugredr suggesting the

reverse: replacement of aid with ‘bootstrapping’.

In the meantime, the World Bank worked both to downplay the significance of the

CCPDP and to burnish the Bank’s role. George Monbiot (2006) wrote in May 2006:

The World Bank's attempts to save face are almost funny.ykeastit said that the
scheme was "a pioneering and collaborative effort ... to dernatashrat large-scale
crude oil projects can significantly improve prospects fostanable long-term
development® In other words, it was a model for oil-producing countries to follow.
Now it tells us that the project in Chad was "less a mdaielall oil-producing
countries than a unique solution to a unique challeffgBdt however much it
wriggles, it cannot disguise the fact that the governmerassegtion of control is a
disaster both for the Bank and for the impoverished people it claimed ttpbeghe

The World Bank then declared in December 288¢hat the Bank’s participation
in the project was satisfactory, as was the outcome and borpeanfermance. The Bank

was rated as satisfactory because of the quality of projsgyrdand preparation, as well

% International Finance Corporation, the World Ba2®05. The International Finance Corporation (IFC)
Played a Leading Role in Facilitating the Oil Pipel between Chad and Cameroon.
http://www.ifc.org/ifcext/africa.nsf/AttachmentsBitle/ChadCamProjectOverview/$FILE/ChadCamProjec
tOverview.pdf

% World Bank, 2006. Where do things stand in the M/8ank’s dealings with the Government of Chad?
http://go.worldbank.org/WBTHSIE6SO

10°gee also http://www.bicusa.org/en/Article.3148xasp
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as the fact that revenues were being generated as prediutietthe production sites were
under private control. For this reason, the consortium of petroleum compeasealso
rated satisfactory in performance. However, sustainability uwdiely because the
government seemed unlikely to make the commitments required to dekeloppacity
necessary for managing petroleum revenue. The Chad governangcipption, for its
part, was satisfactory in design but unsatisfactory in perforear@n the whole, the
project seemed to succeed in design and petroleum production, but liKeiyn fa
government implementation of revenue management and capacity bdifdinghis
seems a blatant admission that the primary goal was documertatidended welfare

protections and enhancements rather than deep commitment to realizing thoss.chang

Throughout the CCPDP design, development and implementation, most of the
public burden of justification for the project lay with the World BanAs within
neoclassical economic theory and World Bank research and highpeliel, the
consortium of petroleum corporations concentrated on designing and congtrigi
oilfield and the pipeline, though they also fulfiled environmental andiakoc
documentation requirements directly connected to the project. Thereremq little
reference to the contestation narrated by social movementsntcana former World
Bank officials, and news outlets. The project was completed ahesathe@dule, and the
ECMG has completed5 volumesof periodic (quarterly, semi-annual and annual) reports
over the last 8 and one-half yed?s. These reports adhere religiously to the area around
the oilfield developments, and among other things do not acknowledge rrosi@mnent
presence or instability even during the height of conflict in 2098 when the capital

was besieged and the oil ministry ransacked. Even revenue mamdgdisputes

191 hitp://go.worldbank.org/NK5U64X7U0
192 5ee Project Reports at http://www.esso.com/ChagligtiP A/Newsroom/TD_ProgressReports.asp.
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between the Chadian government and the World Bank in 2005 and 2008 aboeiefthly

acknowledged.

As the World Bank narrative is incomplete without investigation oftipsl
outside of the official reports, so it is necessary to look atp#teoleum consortium
outside of the formal reports. The anecdotes in this chaptet asfisa small but
important amount of context. However, as | indicate further inctiveeclusion, better
understanding of corporate approaches to the CCPDP requires thefkindiepth,
medium- to long-term engagement that is found regarding petroleum poodactd
broader key commaodity exploitation in Nigeria. | detail soméhdd latter literature in
the following chapter, which provides an effective if incomplete supghe to the

existing material on corporations and the CCPDP.

On 9 September 2008, théorld Bank announcethat it was ending support for
the project: “. . . once again the government did not allocate adegsat&aes critical
for poverty reduction in — education, health, infrastructure, rural developrand
governance.” After the quite vitriolic and public 2006 disagreememissabsequent

negotiations, this announcement seemed quite low key and perfunctory.
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Chapter 6 Force and consent: The petro-state and the oil congx

The “normal” exercise of hegemony is characterized by
the combination of force and consent, in variable
equilibrium, without force predominating too much over
consent... [But] between force and consent stands
corruption-fraud, that is the enervation and paralyzing of
the antagonist or antagonists. (Gramsci 1971; cited in
Anderson 2002)

It is generally assumed by mainstream development
literature that the exploitation of the peoples of the Niger
Delta and the devastation of their environment began
when crude oil was discovered in the area by Royal
Dutch Shell in 1956. The truth is that Europe’s plunder of
the Delta, and indeed the entire continent, dates much
farther back, to 1444, when the Portuguese adventurer
and former tax collector, Lancarote de Freitas, sailed to
the West African coast and stole 235 men and women
whom he later sold as slaves. De Freitas’s trip was to
trigger the Atlantic slave trade, which, before it was
displaced by the trade in palm oil in the 1840s, saw
several million able-bodied young men and women
taken from the Delta and its hinterland and shipped to
the plantations of North America, South America, and
the West Indies (Okonta and Douglas 2003, 6).

At this point, Chad is an unstable country, with an authoritarianfeade sustained and

even deepened poverty since initiation of the CCEBRt would seem, then, in the final

analysis that the World Bank’s optimism about the ability of WBldreak destructive

institutional fixity is misplaced at least in regard to thesturce curse,” and transaction

cost economics is correct.

One would be tempted to believendhatatter what the

“generous developed countries” try, they cannot break through theo€rdsterioration

that is African institutions below both the economic and political Idgweent threshold

on Williamson'’s matrix.

103 Between 1975 and 2000, the HDI index for Chad raser than the average HDI for low-HDI
countries in sub-Saharan Africa. Between 2000 20@b, however, the Human Development Index for

Chad dropped precipitously while the HDI for otHew-HDI countries continued to rise.

Appendix 1.
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Thus, people still rely on the insights of books like CalderiBiis Trouble with
Africa and Easterly’sThe White Man’s Burdersuggesting that perhaps only historical
accident or basic humanitarian aid can assist such arease Vokimes assume that
Western governments, multilateral development agencies, and evematmial
corporations are politically weak and perhaps even naive in trgifgelp developing
countries. Gould (2007) makes the argument, based on resource curseiassuthpt
the World Bank and corporations were naive in trusting their powanflicence the
Chadian governmenf! He argues that only strong political intervention by the World
Bank could have prevented the government from engaging inkmoléscing bargain”
(see Vernon 1971) whereby authoritarian elites used the sunk cdstéstitutional
fixity” of the project to extract greater concessions frthe World Bank. In the stories
given by Gould, Calderisi, Collier and others, the elite of tleesmtries hold the cards
and manipulate external generosity toward their selfish ends. y&hdpetroleum

production is sustained in southern Chad.

| argue that the CCPDP was not a case of failed institutmn®xternal
organization naiveté, but instead a hyper-documented project with arbgfrected
scope, pointing to larger strategic objectives than simply putingjlfield in Chad and a
pipeline to transport the petroleum to the coast. The previous chagtéedidte level of
documentation, which was certainly extensive. The scope was botrageiogily and
temporally hyper-restricted in that the targeting of reveowsocial welfare only covered
construction of the Doba oilfield and the pipeline from Chad to the Cami&n coast.
Even this scope was further limited in that the loan was paid andVtrel Bank

contribution to the project ended early in 2008 with the World Bank argheigthe

104 A similar criticism to mine is made by Mary Lynrrabner, regarding the 2008 economic crisis, in
“Stiglitz's Foolishly Flawed Morality.” http://www.counterpunch.com/cramer12152008.htn#iccessed
17 December 2008. Stiglitz, Cramer writes, “chdles whole affair up to naiveté on the part offeitow
economists, bankers and bureaucrats. (Hey, hettiggll them!)” See Stiglitz, Joseph. “Capitalisbls.”
http://www.vanityfair.com/magazine/2009/01/stigh80901 Accessed 17 December 2008.
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Chadian government continually refused to follow revenue distribution ezgeirts.
Petroleum production, however, will almost certainly extend far beybedioba
oilfield. Indeed, as | explore in this chapter, Fah (2007) argueshin@@ CPDP makes

Chad a central point in Gulf of Guinea petroleum exploration.

Chad, throughout colonial and postcolonial history up to the CCPDP, has been an
impoverished, commodity poor, marginalized country at the confluencejof mlobal
power struggle$® The CCPDP only adds a volatile and valuable global commodity to

the mix, as Fah (2007, 105) relates:

The production capacity of the pipeline is currently 225,000 barfelg per day; and it
will decline only after it reaches a peak in a couple ohdes. However, the size of the
investment signifies a commitment to a much longer-term eggilmit By the time the
Doba field, estimated at a total reservoir of one billion barielemptied, other fields
already being explored in Chad, Cameroon, Niger and CentralaAfiRepublic are
expected to take over (Oliveira 2007, 282) (Eriksson and Hagstromer'2005).

The Chad government itself is clearly focusing on unsupervised etpigraas

McGregor (2008, 10) argues:

The government is actively encouraging new exploration in the prgniske Chad
Basin as only the existing Doba Basin oil fields are swibjecthe oversight and
supervision terms of the 2000 agreement. The distribution of wllreeenues from the
industry will be completely unsupervised by outside agencies. Unfortunately theyndust
has created very little local employment, most of which is menial and loiwepay

Looked at from a regional focus such as Fah and Roitman (2001; 20@ye it is
clear that petroleum exploitation is a regional initiative eisfigaconsidering its relative
scarcity. Fah provides a general description of the flows ofamig, guns and other

inter-regional forces that characterize the Chad basin:

The geographical location of the region thus exposes it to maferedif influences
ranging from Arab North African countries such as Libya with[sic] religious
ambitions, and Egypt, an important intellectual centre fob#r@otably with regard to
pilgrims making thehajj to Mecca), as well a disseminating centre for various
commercial and religious ideas. Beyond this exposure to itd Awmad African
neighbours, local populations face day-to-day competition over adoesstural

195 gee, for example, Roitman (2004) and Fah (2007).
1% gee also Eriksson (2005); Oliveira (2007, 282).
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resources that are faced with environmental challenges, dbipeeigpanding
desertification and the drying up of Lake Chad (Fah 2007, 101).

To restrict the CCPDP only to Doba and the Cameroon pipeline niganghe
project is severely limited at best and perhaps even a cymioaé for long term
corporate profit enhancemefif. The fact that the project is unsustainable but still
satisfactory according to the World Bank, the private consortium adiner lenders

underlines the (cynically) limited scope of the project.

This view of the project has many advantages over the neoclassmabmic
view. In particular, it does not require artificially constead variables such as treatment
of states and corporations, even individual persons, as discrete édemtith self-
contained interests interacting with one another. Instead | workisnchapter to
spatially and temporally connect phenomena that are left out of the ne@dlassitomic
view. In addition to the evidence from literature on the Chad bagrCCPDP narrative
closely tracks other key bodies of literature on international developrcommodity
exploitation, business and Central Africa. Together, this litegapoints to intimate
corporate involvement with states and other key institutions of powersdi ways that
these corporate and state powers attempt to disguise the ofatheér activity; and the
Band-Aid® nature of CSR and other social welfare accessoriesotomodity

exploitation.

| begin with the hyper-documentation and how it fits into other mugts of what
Rose (1999, 177) refers to as the “birth-to-presence of a form of being thaigiss-ext
nevertheless requires expert intervention at every turn to adagortheto external
changes. The realities of commodity exploitation in CentraicAf and Nigeria
especially provide compelling evidence that such exploitation tiksth do with the

myths presented by neoclassical economists. Combining the d¢astoriltural, political

197 Keenan (2005, 399) makes the point that cynics se@ythe instability as in their interests, thotigh
political risk could be quite high.
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economic and geographic forces compelling “development” in the carftéx¢ CCPDP
requires a robust analytical frame. Neoclassical economic®w left far outside of
discussion, taking up a niche not unlike the niche it occupies in busitesgute.
However, in contrast to business literature where neoclassmabmics provides some
analytical assistance for “applied” businé¥seoclassical economics takes its place here
as a critical part of the mystification, naturalization andifjaation of petro-capitalism.
The nature and context of the CCPDP does its part to help undermibertéeolent
nature of World Bank policies even in this era of development asefgance,”
“‘comprehensive development” and “local ownership.” As we sa@hapter 2, Schmitz
(1995) and others have questioned the transformative nature of World Baokcrhe
particularly the “governance” rhetoric so recently made popuhners, such as Weaver
(2008) and Leiteritz and Weaver (2002), focus on the “hypocrisy”ishdisjunctures
between organizational culture and stated objectives in the World Bafikese
approaches are quite useful in sustaining the scholars’ retdijeetives, which are in
themselves useful. For Schmitz, the primary objective is to maibhtdiscrepancies
between discourse and strategic aims, while Weaver looks aephswies between
“talk” and “action” in terms of sociological organizational theolowever, | do not
address this discourse perspective on development here, and insteadhdind t

“governmentality” literature more useful for study of productive marginasniizl 2008).

198 The introduction to the Harvard University programBusiness Economics concisely articulates the
role that economics methodology plays in business:
A joint degree offered by the Department of Ecoresin the Faculty of Arts and Sciences and the
Harvard Business School , the PhD in business eximsocombines economic analysis with the
practical aspects of business. This degree is pitymatended to prepare students for careers in
research and teaching in business administratiah ralated fields of economics. The general
management approach of the Harvard Business Schanlimportant ingredient in the program.

The program can be distinguished from the Harvdnd P economics by its greater emphasis on business
fields and its focus on the use of economic anglgsid statistical methods in dealing effectivelyhwi
management problems in these applied business field
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Li (2007, 232-233) provides an excellent exposition of World Bank “birth-to-
presence” of communities in the context of Social Development psojaad

governmentality in Indonesia:

Community is assumed to be natural, yet it needs to be improGemmunities are

assumed to have the secret to the good life (equitable, sustaiaathientic, democratic
— however the good is being defined), yet experts must interveeeureshat goodness
and enhance it. . . [Yet it is] unclear whether talk of commuaitplies to present or
future forms. . . Even when the object of desire — the authentiwahaommunity — is

found to be intact, experts on community argue that it is vbdiern® degeneration
because it lacks the capacity to manage change. It ipafaglox of community that
makes it an exemplary site for governmental interventiamstdées do not direct or
dominate; yet they always have work to'tf.

Li, like Watts below, uses Foucault’'s notion of governmentality gaffectively in
undermining the idea that Bank notions of participation and ownership mean
decentralization of decision-makimpwer, whereby such people as the small farmer or
the local community leader are supported in working to improve litbeassee fit. The
Bank version of development is rightly called governance-basedus®c#he
decentralization applies to tlhesponsibilitymore than the power, as seen in the CCPDP
discussion above about “ownership.” Structural issues relating teet@assical model

of economic growth are still central to the development model. Tt raf promoting
this, however, has moved from state-centered structural changenictioeorganization

of individuals and small communities, so that their conduct accords thih
liberalization project. As Mawdsley and Rigg (2003, 271) argue, ‘tibstantial shift
towards more participatory language and approaches, while welsogtié, underpinned

by utilitarian values, in which a depoliticized version of ‘emponemt’ is valued
primarily for its contribution to the main goal of economic growthhis also echoes
Leys’ (1996, 81) argument that the 1994 World Development Report'atiient of the
issues at stake as if they were purely ‘technical’, blpéixg crucial political and social

considerations, is purely ideological.” Governance is about disikigli bodies,

199 5ee, for a business perspective on authenticityndit and Hutton (2007).
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surveying at the most local scale, and perhaps most importardgtynipaesponsibility

for failure at all levels, bottom to top, of a society. Thus,eaglson argues ifihe Anti-
Politics Machine (1994), failure may not be entirely outside of the purpose of
development interventions. The “failure” of the social welfargipo of the CCPDP,
combined with success of petroleum production, seems to fit well ketiguson’s
argument that development “failure” nevertheless leads to ésstd” spread of the
bureaucratic state, though in the case of Chad it is not the buteastate so much as

the consolidation of the petroleum enclave as the state remains unstable.

Craig and Roberts (2006, chapter 6) detail a similar situatiorgantlh, where a
District Development Project (DDP) showed great success ine#lnly stages, but

performance suddenly declined precipitously.

[The lauded development successes of the DDP unraveled bebay$diad been
overwhelmed by another system — the Poverty Action Fund (PARAat by then was
channeling huge resources down to local governments. In one disiriekaaperated
woman councillor expressed the difficulty:

You government people, you come down here looking for answers to
your project, but you don't realize you’re not the only thing going on
here. Don't hold us responsible, you set us up for this, look beyond
yourselves for once and you'll see the world is larger thantkimk
(2006, 171-172).

This “hyper-documentation” can therefore also usefully be reféoeas “hyper-project”
in that the sheer number of project interventions and requiremeantsveawhelm the
“target” community. That the representative of the targetneonity lectures the funders

on their myopia regarding the world is particularly ironic.

As the second section, covering Nigeria history of European commodity
exploitation, demonstrates, the “form of being that pre-exists”ldegen one part of the
spectacle that is commodity exploitation for generations. LooKitNigeria, we see the
same kinds of realities and the same kinds of myths that ar@ethtoday (incapable
natives, the need for an invasive civilizing mission, the hiding of espimn in
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contracts, isolation of resource production from wider social, pdliaoa economic
contexts, the important role of everyday and spectacular violenggler (2005, 151)
describes transition to formal colonial rule in Nigeria, for egl@nas “assertion of a new
economic order, pursued in the language of fair trade and ratonttact.” This could
describe such transitions generally, including the rise and fall of the E@BRPart of the
ramping-up process for petroleum exploitation in the Chad basin. deritlj like in
Chad, the spectacle of Nigerians repeatedly changed depending otutiecand type of
exploitation. For example, in the transition to formal colonial control, the saneei&tg
went from people “endowed by nature [with] ‘commercial factl{Baikie 1856, 385-
386; quoted in Apter 2005, 148) to infantile savages (Mockler-Ferryman and &92;
quoted in Apter 2005, 152). Apter (2005) details quite well the natutedpectacle in
Nigeria, while authors such as Rowell (2005) and Okanta and Do§l@8)(cover the
violence experienced by Nigerians who have directly encountered cotgmodi

exploitation through the generations.

Watts, through articulation of the “oil complex” and the “petroestéakes up the
narrative where Apter leaves off, providing a more general ¢tieal framework to the
work by Apter as well as Rowell (2005) and Okanta and Douglas (2@@3yding
petroleum exploitation in Nigeria and elsewhere. Watts (2005acs®pts the enclave
nature of oil-centered capitalist forms, but rejects the idat dil-dependency is itself
generative of predation, as resource curse literature tendsumes Rather, what he
calls “petro-capitalism” produces specific configurations ofritery, identity and rule”
from particular realities into which it is inserted. Wattsi@entrates on the example of
the Niger Delta, but his form of analysis can bring importargoles about the most
effective manner of looking at insertion of petro-capitalisito ithe primarily “inutile”

(Lemarchand 1986, 29) “geographic expression” that is Chad within the Chad basin.
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In additon to demonstrating the need to wunderstand existing
political/economic/cultural relations, Watts more specificallgtes that multinational
corporations are invisible in resource curse literature. As t¢anelin previous chapters,
this is a characteristic of neoclassical economics in gerardljndeed is an important
strategy for business. The CCPDP’s hyper-documentation,ctedtrscope, halting
progress, and premature ending seem to validate the “businespeesgeective on CSR
and broader business involvement in social welfare. As Frympesrbelow in the
context of Shell in Nigeria, Shell Petroleum schedules commueitgldpment programs
to last as long as pipelines are being built. When the pipelireescanplete, the
community development programs are ended as well. Not only do&sStRerecord
show restricted timelines, where social involvement lasts onlgras as necessary for
production, but it belies evidence that Frynas details of corporatiensfitng from
social conditions inimical to human welfare, such as first mogtearstages of political
instability in Nigeria. | only scratch the surface of business litezatuthis project, but it
is clear that any examination of development must account for etiques as political

and cultural as well as economic actors.

6.1 Poverty, spectacle and creation of locality

There is little in-depth coverage of history in the neoinstitutieg@nomic view of
Africa, including Central Africa. Likewise, there is l@thistorical background in World
Bank research and policy literature, and certainly not in Bank girdigcuments. In
particular, corporations are essentially invisible in histora@aounts by neoclassical
economists and World Bank documeHts. For transaction cost economists, history is
nearly irrelevant in that what matters are the mechaniasthemrthan the substance of
institutions. At all periods of history, opportunism exists with irfgzt information so

that institutions must be built to overcome these limitations. Raiugonary

110 5ee Watts (2008, 60).
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neoinstitutional economists like North, history in “underdeveloped” aceasists of
stagnant “genetic predispositions of millions of years of huntégat heritage” (North
2005, 42). For World Bank high level researchers and policymaker8érg1981, 10-
11), there seem to be three periods of history in Central Afrieeeding the 1980s
currency crises. First there was precolonial stagnation,ewpeople had incipient
entrepreneurial abilities but did not have the skills or institutibmeugh which to
develop their economies effectively. This was followed by authi@itacolonial

institutions that concentrated too much on state-led growth. Followegtion, most
countries continued to follow this model and thus were beset bycieetf economic

production, corruption and maladapted institutional proclivities.

Calderisi (2006) acknowledges some of the brutality associatédtie slave
trade, colonialism and the Cold War. However, he argues thaetbed is mixed and
anyway the slave trade ended generations ago and countries dndraaand Pakistan
are not blaming their colonial history for their problems. Regardritish colonial
history, Calderisi (2006, 22) comments that “The British used ‘indiwde’ in Nigeria,
relying on local chieftains to ensure the smooth administrafidine vast interior.” This
demonstrates for Calderisi that colonial powers sometimeslgctontributed to the
welfare of colonies through more efficient authority structuasswell as infrastructure).
He places nearly all of the blame for subsequent ‘underdevelopmefttica on three
features: culture, corruption and correctness (2006, Chapter 4indariaamong these,
sustaining the destruction, is culture. Calderisi (2006, 82-83%) ¢istnmon cultural

attributes which he argues affect people in sub-Saharan Africa morddbamere.

e An unquestioning family loyalty sustains corruption and punishes
individual quest for betterment.

e A focus on the present — “[enjoying] life as it is” at thepemse of the
future hinders saving and progress.
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e Unwillingness to disrespect elders means that “Africans accept
dictatorship and high-handed elected officials as their lo6ome of this
deference has an ancient lineage, as many national leademlg a
generation or two removed from traditions of village leadershig. .
(Calderisi 2006, 83).

e Love of language encourages hyperbole and divisiveness. Religious
conviction also contributes to fatalism and acceptance of hardship.

These cultural shortcomings are then nourished by a politicaatoess that is loathe to
criticize destructive leaders (for Calderisi) like MugabeMbeke or to recognize that

African culture underlies most of the failure of sub-Saharan Africa to aevel

Calderisi is joined by Collier (2008) in decrying political cotnass as the

problem. In a recent opinion piece, Collier comments:

Leaders in such sad little states as Zimbabwe and Burma #eididulously powerful.
They have turned parliament, the news media and the judici@ryriere implementers
of their strangling systems of control. But the extraordinaci of external restraints on
these dictators is poorly understood. Many people are apibéd in a politically correct
mindset that sees a strong rich world bullying a weak pooldwor [However] like
virtually all rich countries, Germany [for example] has ledrribat there are real
advantages to limiting its own sovereignty and pooling it wigighbors and allies. But
the governments of failing states such as Zimbabwe and Burmadfased to share any
sovereignty with anyone. . . So how can the grossly excessive oWwdre Mugabes
and Shwes of the world be curtailed? After Irag, there is resniational appetite for
using the threat of military force to pressure thugs. But oniliyary pressure is likely to
be effective; tyrants can almost always shield themsdhems economic sanctions. So
there is only one credible counter to dictatorial power: the country's own army.

As counterpoint to the spectacles that are culture, history andbgenasht in Africa for

the Bank and neoclassical economists, scholars have undertakbn gbaity

examinations of history and culture the breadth of which fill manymaek. | focus on
the Niger Delta and in particular that material which infopasoleum production. The
Niger Delta and much of greater Nigeria have been in contébt Europeans for
approximately 600 years. In recent years (since Shell/BP wvegiénin the Niger Delta
in 1956), the Niger Delta has been a flashpoint for interactiomgebatlocal people (the
most publicized example being Ken Saro-Wiwa’s Ogoni rights mewerar the Niger

Delta insurgent groups), Shell/BP, successive corrupt (mosthamn)ligovernments, and
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British and recently U.S. administrations. Thus, this region offievery good point of
departure for looking at what Watts terms the ‘oil complend #he petro-state, and a
good jumping-off point for re-examining the present and probable futupéaoés such

as the “model development project” that was the CCPDP.

Though the Nigerian history is coherent in important ways, it caoaat fully
coherent conspiracy. While “the British,” “Shell” and other colletiés appear
throughout the history, “they” are not themselves unitary rationalighehls that put
their stamp on all of these decades. Rather, this histobpig austained approaches to
the world, passed down relationally through interactions and disso(fbeth-to-
presence of a form of being which pre-exists”from executive to executive, president
to president, chief to chief, interlocking directorate to interlockiingctorate (Barnet and
Muller 1974) to the present day. | do not cover the mechanisms opassing down of
hegemony in my project (this is a worthy and complex pursuit iti)itbat rather look at
the evidence of such interactions in the context of Niger Deltdokation as it

prefigures petroleum exploitation by Shell.

As well, I do not pretend to present a comprehensive historical oweofi¢he
past 600 years in Nigeria. Rather, | use historical interventmsovide a narrative
about Nigerian history with very different drivers of transfatiorathan the neoclassical
economic stories presented above. Apter (2005, 89) focuses, with allissathers like

Mitchell'?

on the making of Nigerian national culture within the broadeckbdand African world,
because it brings into bold relief the very logic of spectadea form of cultural
commodification. | approach this important notion . . . as a basic invesgimulacrum

M1 Rose (1999, 177).

12 Apter (2005, 4) comments:
As Mitchell’'s Colonising Egyptso elegantly reveals, the idealized Egypt of tB891 Universal
Exhibition became more real and authentic than Eggpt visited by travelers and tourists,
corrupted as it was by empirical chaos in relatiorihe purified principles through which it was
perceived (Mitchell 1991, 21-33]).
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and original -- a kind of commodity fetish writ large -- wherely exhibited “people”
became more real and authentic than the lands and peoples themselves.

Apter and Mitchell focus literally on exhibitions, in the casé\pfer being the FESTAC
77 cultural event underwritten by Nigerian windfall profits. élilize Apter's analysis

for a related but distinct purpose, to throw into sharper reliehisi@rical processes
through which ‘realities’ have been produced in pursuit of material ggor me, this
spectacle of culture has served two major purposes. First, ietiamed the structures
and routines underlying control of people in Nigeria. Secondly, it has presented people in
the Nigerian colony to those people in the West who may be dispmged involved in
some way in Nigeria. Imperialism was, and post-impefmaoliberal’ corporate
capitalism is, significantly about producing and contesting ‘réaldiynilar to Scott’s
(1990, 5) public transcript though without an allegiance to dualistic
domination/resistance. Some forms of ‘reality’ are less wdbktin other forms, and
much of the work of exploitation lies in creating least costlities’ for exploiters.

Different ‘realities’ serve different periods of resource explmitat

While Apter concentrates on maintenance of power through the tenuous “consent”
to spectacles of control (the regatta, the durbar, and indirecmbaeg others), it is
critical to note the presence of sometimes naked and brutedissxeof military and
paramilitary power in affecting control and exploitation. Wditsgs violence to the
analytical fore in discussion of the ‘oil complex’ and the petrtestd.ikewise, Rowell
(2005) and Okonta and Douglas (2003) provide graphic narrative detail afléhthat
violence played from slavery to the present. Cultural spectastains everyday control,

while spectacular violence discourages dissent.

The history of European-Nigerian interaction flows through foajomperiods,
each distinguished by a different kind of commodity and sociahdor First, the slave

trade beginning in the 1400s was characterized by nominally indepedyeastic
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kingdoms that met European traders on the coast and either exchanged slgoedSart
that time, or took European goods upriver and came back with slaves. (1968539;
cited in Apter 2005, 132) quotes French slave trader John Barbot regtreiAdrican

mediators:

Several of thosBlacksact therein as factors, or brokers, either for their own countrymen,
or for the Europeans who are often obliged to trust them with ¢gbeds to attend the
upper markets, and purchase slaves for them [emphasis in original].

Apter comments:

What quite literally stands out in hidescriptionis the italicized contrast between blacks
and Europeans as partners in the trans-atlantic trade,tlwtemergence of mediating
“factors” or brokers and an important form of credit calledist” It is precisely this
class of middlemen or brokers that gave rise to the dynatitig houses of the riverine
trading states, accumulating fortunes and competing againt ather for political
power and market share.

African merchants would seek not only the materials of Europearsdmuthe cultural
symbols of power (the flag, military and other European clothing)ic#i merchant
groups would then integrate these symbols into the exchanges and cveaimn
activities of the Niger Delta communities. Rowell (2005, #34rgues that the slave
trade not only involved mobilization of cultural interaction along wigtde, but created
and mobilized internecine violence, feeding it through the exchangkawds for guns
(16 guns per slave). “By the 1750s, the Europeans were exporting bea8@600 and
399,000 guns each year into West Africa.”

These interactions of symbol, commodity, physical force and exehahations
were both accentuated and undermined by the adventure of the Lanotlepedn traders
captured for a time in 1830 by an African canoe house. The\s#hess became for a
time objects of exchange and value creation, but at the sareectintinued to help
develop through their interaction what became a gradual deepeningtish Bontrol

through the Royal Niger Company:

113
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Their discovery of that “highway into Central Africa” which beckonedh®adventurous
with untold riches inaugurated subsequent expeditions that preffegeday for the
Royal Niger Company. And if the Landers opened this door, tiseysalt the pattern of
expansion by establishing a set of enduring relations with leaders and traders that
would gradually be fixed by treaties and amalgamated into t@gbeol market (Apter
2005, 141).

These enduring relations transitioned the dynastic canoe housesidldiemen
and traders as the British traders ventured further up the riventer into direct
‘contracts’ with the inner river groups, under the triple purposes ablegting palm oil
exploitation structures, abolishing the slave trade, and introducingdpelations to
Christianity. Apter (pp. 146-147) describes graphically the consigning ceremonies,
in which the British and local leaders had very different intéatioss of one another’s

actions:

On two occasions, the Obi [an African leader who had amée&tkerelationship with the
British] subjected the “rational” code of the treaty to theal obligations of fetishism.
First, as witnessed by his English guests, he made ritual ptepasr to secure the
success of the treaty. . . The second intrusion of fetishism edc{auring British
prayers to “Almighty God”, when the Obi became agitatedkaghn a ritual of his own
before his “heathen ceremony” was interrupted]. . . Whatevelothieal dimensions of
transvaluation were here involved — and the question of whose gddustein any
economic exchange is never fully absent — the incidenésepts a general confrontation
between European and African commercial understandings that wewgdbd through
the hybrid idiom of fetishism itself.

Thus began the establishment of “rational contract” relationseeet British and local
populations, supplemented by missionary proselytizing and some mods| fatations
which deepened as expeditions such as William Balfour Baikiedaby quinine to

battle malaria) met “on friendly terms with numerous triklsendowed by nature with
what | might term the “commercial faculty,” ready and anxitmugade with us™ (Baikie

1856, 385-386; quoted in Apter 2005, 148).

With the deeper penetration of the Niger Delta by traders, thepEans
increasingly desired to get rid of the middlemen and assuneetdaontrol over

resources:
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The enormous riches to be derived from the Niger Delta andttie coastal towns
opened the eyes of the British traders and, subsequently, of thremew itself, to the
possibilities of taking over the area entirely, by forcee€essary. . . The Niger provided
an excellent highway for the British traders, who began to pdéaetre the interior.
They saw virgin forests brimming with agricultural produceeériby greed, they sent
urgent dispatches to London. The Foreign Office, after ensuraighe area would not
prove a financial liability to the government, but indeed the opmoproclaimed the
Niger Delta and its hinterland a British Protectorate in 188% laying the foundations
of what turned out to be modern Nigeria (Okonta and Douglas 2003, 10).

Framed within the idiom of a humanitarian crusade against thedigmns of savagery
was the assertion of a new economic order, pursued in the languéaje tohide and
rational contract. The new masters of the river were the Nlgerpany factors with their
guns and their law (Apter 2005, 151).

Thus, because British traders saw a greater bounty of resonrttesinland areas “ripe
for the taking” (because neither riverine traders nor anyhefneaker local people had
adequate power to resist), they transformed the ‘reality’ha riverine areas from
exchange relations with nominally independent trading groups (with n&toramercial
faculty”) into “civilization projects” for a host of uncivilized &ages unfit to retain

sovereignty over the areas.

British colonial figures formed at least three major ‘tgedi as they sought to
create the most profitable (i.e. lowest cost, highest reveralehial system that they
could. For the first reality — in Britain or British business amdnemic circles —
theoreticians and policymakers focused on resource value and thedtgngf fair trade
and rational contract.” According to these discourses, actorsysemphange resources
through contracts and the competition of the market. This is naehtfevhether one is
discussing final textiles in Britain or palm oil in Nigerighe second reality, promoted by
theologians and many interested in social issues, was that didéipeedations of
savagery,” which the British in their compassionate mannee walled to contain and
reverse through the proclamations of the Christian gospel and thellogtvirtues of

civilization. Savagery, | suggest, was best presented graphieher than through
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rational discourse, and repeated to attain a level of ‘common s&hg&ter (2005, 152)
looks at the particular example below, from Mockler-Ferryman (1892ymcal of this

forming of images about African ‘realities’:

“The head chief . . . was dressed in a loin-cloth and the longaoatdof a Chelsea
pensioner, with a lady's tiny straw hat set coquettishly on onethie head. The other
chiefs were equally oddly attired. Some wore black frock-coatdrofadcloth of

undoubted London build, others, tunics of the Line, and one old gentlematisgased

as a commander of the Royal Navy, though the trousers had beenefordbieir choice

of hats was also varied. The Church, the Army, the Navy, ttedily "swell," and the

little girl at the seaside, all were represented here.”

In this scornful rhetoric of colonial mimicry, the African ehis reduced to a diminutive
half-wit, feminized and further compromised by his pathetic attenabt dignified
dressing. The powerful icons of Church, Army and State are see@snsigns of

European power and prestige but as articles woefully out of plasavage bodies in a
savage land.

According to Okonta and Douglas’ (2003, 1) account, a British naval fasded this
“savage land” three years after Mockler-Ferryman’s book wasghalol, and exacted an
example of spectacular force to go along with the everydastapes of control. On
February 22, 1895, the British attacked the chief ljo city os8r&illing an estimated
2,000 people. This attack was instigated by the Royal Niger Gompé#er the people
of Brass resisted the company’s continuing consolidation of monopolgrpmwer palm
oil production. Okonta and Douglas directly relate this violent incidéhtthe violence

that Shell helped visit on the Niger Delta one hundred years later in 1995.

The final reality was the British imposition of ‘customary tua the people of
Nigeria. Customary rule valorized hierarchical societies, wirichically placed the
middlemen of the riverine areas lower in the caste systemthiearoyalty surrounding
the Sultan of Sokoto in northern Nigeria. This is a critical mttho that exploitation by
the powerful would take place in whatever manner is most profitadtiecan be justified
according to acceptable colonial morality. When trading was tha mmeans of

exchange, the population was ‘naturally commercial.” When dirgdbigtion (removal

114 See Deleuze (2004)jifference and repetitian
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of the middleman) was possible and profitable, these self-sammeawml partners

became lower caste, less refined, less developed, savage.

The colonial rulers established direct control most effectivebreas such as the
north of Nigeria because hierarchies such as those embodied in #re @ Bokoto were
already established and could be hardened and adapted to colonial @ationisThe
existing leader (Calderisi’s “ancient lineage”) could eitherbought off or replaced with
a more agreeable leader. Okonta and Douglas (2003, 15-16) describé&etenai

between north and south in this manner:

[Though the North was primarily linked with North Africa and theu® was primarily
Christian and traditional religious practitioners] the interest British trade were
paramount. . . and the dictates of commerce, coupled with thecihalifficulties of
administering the various nations and ethnic groups as separitites enbmpelled the
colonial administrators, from Frederick Lugard onward, to tieatcountry as a single
unit. . . While the northern emirs who held unchallenged sway their subjects were
allowed to administer their territories with minimal inesgnce from the colonial
residents, Lugard discovered that this system of indirectrastngition could not apply in
the more egalitarian south, where the ruler's authority wasirascribed by a large
number of checks and balances. The South was therefore ruletty dliemugh courts
and a “warrant” system whereby certain individuals weisedato positions of authority
specifically to dispense justice and collect taxes as the didire the north.

Rowell (2005, 53) refers to southern representatives as “WarraptsChieads of the
communities who were chosen by the colonial power because theysugportive.” The
unchallenged sway by Northern rulers is questionable given Apdetaling of the
durbar and molding of the northern hierarchies through coercion andtexhid that
they provided the kind of rule amenable to British colonial contrdlis Tunchallenged

sway” during colonial times, Apter (2005, 169) argues, fits into wekatrms Mitchell’s

(1991; 1999)

radical shift in perspective on the very processes of insiitaitidifferentiation and
objectification. In brief this refers historically to theaptical and technical demarcation
of internal distinctions — “methods of organization, arrangementrgprésentation” —
that come to be seen as the external boundaries between ¢harstativil society, the
state and a “free” market, or in the case of the Nigeriabaduthe state and its national

“culture.”
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The origins of the durbar were contested, with questions about whetves dn

Indian ceremony put to colonial use in Nigeria, a Muslim ceremay North Africa,

or a pre-Muslim ceremony. However, the main item of importdmicéhis overview is

that it represented a critical example of ". . . the constriudf authority through imperial

. ." (Apter 2005, 197-198) as the British consolidated and sougletdin

colonial control through “indirect rule”:

The colonial and imperial durbars of India did not exist in roergal isolation but
belonged to an elaborate cosmology and culture of rule expressedtiady the rational
techniques of governmentality — mapping populations, codifying lawectab taxes,

or training troops — as by political ritual and everyday routinéshe colonial rule was
visible, even spectacular, its habitus was hidden in the sletad disciplines of new
forms of etiquette and knowledge. The durbar does stand out, howewhrs total

ideological context as a powerful mechanism of its productidrergby indigenous
ceremonial and social orders were both underwritten and reordaoyzéhe colonial

administration and naturalized by the colonial sciences of enataces and their
evolutionary paths. | am in no position to examine this dense bgtaphy, but | would
suggest that the colonial cosmology and administrative logimplified by the imperial
durbar in India were brought by Lugard to Nigeria, where they tookamstdeveloped
in similar ways (Apter 2005, 181).

The durbar “naturalized” or “hardened” or perhaps “invented” teeahchical rule of the

north as the dominant ruling order of the country, structuring themmery itself in a

racial hierarchy with the northern elite at the top, the moneyesdbé and other groups

following on, and finally on the bottom the pagans from the hills, “Nakeackbl

swarming like stinging insects. . .” (Apter 2005, 187). Okonta and Do(204s3, 16)

relate this kind of caste system to the divide-and-rule strestfound throughout the

colonial world:

The British were. . . determined to rule the country as two atpaguolitical units,
employing the infamous tactics of divide-and-rule that theygeaficted in India to keep
the various indigenous groups constantly at each other’s throats.

The durbar as representation of national culture did not disappdhr wi

independence, but rather was shorn of colonial construction and represeratgulea

colonial item of cultural pride:
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What the genealogy of the Nigerian durbar really reveaistisas FESTAC proclaimed,
a decolonization of cultural tradition based on the rejectiampérialism, but rather the
nationalization of colonial tradition by the postcolonial statexpliEitly erased, such
traditions were indigenized through the very festivals and stnies that objectified
culture for citizens and tourists (Apter 2005, 199).

Thus, colonial constructions and naturalizations of authority remain itcgbosial
construction of national, even regional, pride and power as represgnteESTAC.
More broadly, the process of gaining “independence” involved both unitingribf and

south in government and privileging of northern elite in the levers of power:

Governor Arthur Richards’s constitution [instituted in JanuE8¥%7] united the northern
and southern parts of the country in one central legislature fdirshéime. Richards,
though, made provisions for regional councils, thus ensuring that thb Blodyed a
greater degree of autonomy and was not “contaminated” by the soyibkticians,
whom the colonialists generally looked down upon as upstarts and pdgitators.
The Richards constitution thus helped lay the foundation of tribatigdigerian politics
and proved a most effective counterfoil to the nationalistic, pgeridn outlook of the
National Council of Nigeria and Cameroons, which Dr. Nnamdi Azkiilounded in

1944, with the aim of driving the colonialists from the country @k and Douglas
2003, 16).

Contrary to the perception given by neoclassical economi@atiiter or World Bank
research papers and policy overviews, Shell-BP was from theregiintimately
connected with the colonial regime. Indeed, it was given ceimes because British
Petroleum was a British company and the British colonial adtratisn only allowed oil

concessions to be given to British companies and individuals:

The Colonial Mineral Ordinance, enacted by Frederick Lugard tlghafter he
amalgamated Northern and Southern Nigeria in 1914, was theifirslated legislation
in the country. The 1914 ordinance made oil prospecting in the new yc@uBtitish
monopoly with ownership rights vested in the crown. The 1937 Gudldvineral
Ordinance gave Shell D’Arcy (Shell’'s operating name in Négat the time) exclusive
exploration and prospecting rights in the country, and the Colonfeedbllowed this
up a year later with a grant of an Oil Exploration Lieets the company covering the
entire country. After Shell began oil production from its Oloilwell in 1958, the
colonial government enacted the 1959 Petroleum Profits Tax Ordir@muttiag in place
a fifty-fifty profit-sharing arrangement between the Nigergvernment and foreign oil
companies. Instructively, this was shortly before Nigersaned independence in
October 1960 (Okonta and Douglas 2003, 23).
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Seen in these interpretations of Nigerian history, the CCPDPpeginafs too cynically)
be seen as a planned demolition. During project design and impléimentahen

participation is a necessary justification, the “natives” becaoatarally entrepreneurial
though in need of “scaling up” to accommodate globalizdfibnAfter the project is
completed, the natives and their government once again become unstablesshqaete

of a nearly “failed state.”

6.2 The oil complex and global petroleum production

Watts relies for his discussion of the oil complex on Rose’s worknbtions of
governmentality, but his incorporation of Marxist political economy dmdader
discussion of petro-state and oil complex take him in very diffelieettions from either
what Allen (1999, 203) criticizes as Rose’s undue valorization of atittasian exercise
of power, or the “techniques” employed so well by Li (2007) to discuss the WankisBa
turn toward social development. He begins with the physical antdcpbkeconomic

aspects of oil:

Oil is of course a biophysical entity (a subterranean fluid cepafbbeing pumped and
transmitted); it is also a commodity that enters the nhavké a price tag and, as such, is
the bearer of particular relations of production (Watts 2003a, 17).

As with previous commodity regimes, petroleum exploitation is about particapéaalist
relationships. As neoclassical economists create a “bhupinetgence” (Rose 1999, 177)
of the entrepreneurial individual, so also they attach particulalitigaato oil as a
resource. Thus as discussed in Chapter 5, neoclassical econogustshat, especially
in the absence of institutional supports, oil brings a curse upon ecanomiatts

disagrees with the driver behind this assessmént:

15 3ee Li's (2007, 232-233) analysis of the World Band community development and bringing to form.
1% One could usefully compare this fetishization efrpleum with Marx’s (1976, 163ff) commaodity fetish
and Coronil’s (1997) “magical state” whereby condities and state are imbued with particular quediti
that then are presented as internal to the obileetaselves.
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Much of this resource politics work is deeply problematic. thegi elides the purported
effects of oil with incumbent politic’é,7 or as Collier's work illustrates, presumes a
predation-proneness for what is in fact the dynamics of state corporate enclave
politics. . . what is distinctive about oil is its enclamracter and the fact that there are
certain tactical points (nodes in the commaodity chain aBillen puts it) for holding up
supply (oil flow stations, pipelines) . . . What is striking all of this resource-
politics scholarship is the almost total invisibilitgf both transnational oil
companies (which typically work in joint ventures with thetestaand the forms of
capitalism that oil or enclave extraction engenders . . . (Watts 268pa,

. in this sort of analysis, it is not clear what causal poweese material and other
features of oil actually possess . . . if oil hinders democ(asythough copper might
liberate parliamentary democracy?), one surely needs to agpriémeacentralizing effect
of oil and the state in relation to the oil-based natiotdmg enterprises that are
unleashed in the context of a politics that predates oil. . heR#ian see oil dependency
as a source of predation or as a source of state mititargr, other work explores how
oil capitalism produces particular sorts of enclave economiggarticular sorts of rule,
characterized by violence and instability, that are rootedianoil complex. . . (Watts
2005c, 387).

Watts focuses on Nigeria for substantial examples. Howeverrdagively combines
many conceptual frameworks that help in understanding petroleunoitakiph

elsewhere including Chad:

My argument runs something like this: Modern petro-capitalegrarates through a
particular “oil complex” (an institutional configuration ofrfis, state apparatuses, and oil
communities) that constitutes a radical—and multifaceted—chaltengestomary forms
of community authority, systems of ethnic identity, and the fangig of local state
institutions. . . The oil complex generates differing sortsowkgable spaces in which
identity, territory, and rule are in play. . . (Watts 2007b, 106)

Nigerian petro-capitalism contains a sort of double movengengntradictory unity of
capitalism and modernity. On the one hand, oil has been a angdlrce that has
rendered the (oil) state more visible and globalized, undemgréi process of state-
building and national community imagining. On the other hand, oil-lee¢ldement,
driven by an unremitting political logic of ethnic claims-maki and staggering
corruption by the political classes, has become a foréagmentationandillegitimacy,
radically discrediting the state and its forms of govermarlit produced a set of
conditions/communities that have compromised, indeed undermined, théerety of
the modern nation-state. In short, one might encapsulate this doub&memivas the
tension between fiscal centralism and regional/local disperFernando Coronil (1997)
refers to this conundrum as "the Faustian trade of money for mggenvhich in
Venezuela brought "the illusion of development.” In Nigeria, toodthele movement
brought spectacle and illusion (Apter 2005): an explosive growth oflem
infrastructure and a (brief) consumption boom for the middle etasghile 85 percent of

117 See, for example, Oliveira (2007) argument diseddselow that petroleum exploitation differs from
corporate support for coups in Latin America beegustroleum MNCs simply benefit from incumbency.
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oil revenues went to 1 percent of the population (and $100 billi®&@® billion simply
went "missing") (2007b, 115).
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Figure 1 The Oil Complex - (Watts 2005c, 379)

Because petroleum exploitation is relatively young in Chad,ihigogreater detail about
Watt’'s Nigeria case and only offer provisional reflections qreets of Chad’s history
that bear further analysis in the context of the new petroleconoeny. However,
petroleum production came to Nigeria under very different circurastathan for Chad.
Initial formal arrangements were simply between Shell &edldate colonial and early
postcolonial governments. Petroleum having been discovered and expldi@biog

begun in Nigeria over forty years before Chad, the industry haddyl affected two
generations of Nigerians. As a result, Watts’ account is edulugntidote to the
neoclassical economic structure, but one must be cautious in ugjega\§ history to

predict specific outcomes for Chad. Rather the lessons areriyirabout general
approaches to exploitation and development study, and how these cameatjfacitorm

study of petroleum exploitation in the Chad basin context.
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Watts concentrates on three sets of governable spaces atyiroahnected with
the Nigerian context, “[the] space of chieftainship, the spaceddeneity and the space
of the nation state.” Chieftainship (Watts’ space of “foncd domination”) has been a
problematic space from the beginnings of indirect rule, as sdée imstorical detail. A
“rigid political hierarchy” became selectively crystaid during colonial rule, and
control of land brought with it access to the oil royalties. ddse of failure to “deliver

the goods” in the form of oil revenue, the chieftaincies camerumdreasing pressure

from:

a subtle process of “youth mobilisation”. In an age-graded goliket the Nembe [a
center of unrest in the Niger Delta] ljaw, youth refers tsqes typically between their
teens and early forties who, despite whatever achievertieeysmay have obtained
(university degrees, fatherhood, and so on), remain subserviéeitelders. Central to
any understanding of the emergence of a militant youth in Nembeuwaws the catalytic
role played by a former company engineer with EIf Oil Company, NMimi B.P.

Barigha-Amage. He deployed his knowledge of the oil industrygarnise the youths of
the Nembe community into a force capable of extracting cermes from the oil

companies, in essence by converting cultural organization iotegbion services (Watts

2003a, 19).

The space of chieftainship was not only historically dynamic aednally conflicted but
also implicated in state and corporate interactions. This waaboot tightly bounded
identities (states, corporations, communities) colliding or comtigactr interacting, but
rather about overlapping forces moving actors, and actors moving forceselational
structure of power that, Watts argues, underpins a form of capitalss well, Watts
details the underside of governance. The frictions and sliding aiam¢¢éembe (in the
Niger Delta), whereby chiefs and youth engage in tenuous aki@pgositions with oil

majors, not only support stability of a sort but also contribute tonga&ieas steadily

moreungovernable

Nembe, a town with its own long and illustrious history and politics, had becomiecd sor
company town in which authority had shifted from the king torigrfactions of youth
who were, in varying ways, in the pay of and working in conjunctitn the companies.
The council of chiefs stood in a contradictory position, seetongaintain control over
revenues from the companies and yet intimidated and undermined bylitaat youth
groups on whom they depended (Watts 2003a, 20).
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The second “governable space,” indigeneity (Watts’ space of “meosuand
consent”), was also quite fractious and contested. The most tideally influential
group was MOSOP (Movement for the Survival of the Ogoni Peopld)yid€en Saro-
Wiwa. Saro-Wiwa eventually was hanged by Nigerian straarg Sani Abacha, which
led to international outcry and is generally accepted to have hutbrémel of Shell
Petroleum to the extent that Shell felt it necessary to l@mtany corporations ascribing

to Corporate Social Responsibility:

What Saro-Wiwa did was to build upon over 50 years of Ogoranisgng and upon
three decades of resentment against the oil companies ta@@ravimass base and a
youth-driven radicalism — and, it must be said, an internatiosddility — capable of
challenging state power. Yet, at its core, the indigenousaubjand the indigenous
space — was contentious and problematic. . . Indigeneity has, in thés selessed [sic —
unleashed] the huge political energies of ethnic minorities whapitlate in some
respects the postcolonial history of spoils politics inei@y The effect of this multi-
ethnic mobilisation was the production of political and civigamizations and new forms
of governable space, a veritable jigsaw of militant particular{($«ets 2003a, 23-24).

As a governable space, indigeneity has been as fragmentedoatekted as the
frequently criticized chieftainship. However, while contestatioin chieftainship
undermines the myopic history of neoclassical economists and Warnlddgaelopment
practitioners, the contestation of indigeneity also throws intotiguethe reductionist
identity-based social movements and the return to the ‘local’. hioahd other reasons,
Watts’ article on “Development and Governmentality” (2003a) is both a chaltenged
a target of, poststructuralist development theorists including Gibsaima@r, Escobar
and others. The idea of a “post-capitalist space,” whether coatsehtn indigeneity or
simply in contrast to capitalism and modernity, is rendered praierny the challenge
of identity. In relation specifically to the Chad case,sitimportant to look for
transformative possibilities not in utopian or small-scale laboyatnon-capitalist” or
“post-capitalist” spaces of the local (cf. Gibson-Graham 2003b)rbdécidedly hyper-

capitalist or hyper-corporate spaces where sustained $oi@edctions (can one call a
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bullet a social interaction?) sustain the kind of “development” undéw by more-

industrialized countries and driven by multinational corporations.

The third governable space that Watts narrates is the spaati@falism (Watts’
space of “corruption and fraud”). It is here that the double montmot the “oil
complex”, both centralization of revenue in the national government rasrdasing

segmentation of the federal state, is most evident:

My point is that the Nigerian national symbolic grew weaded more attenuated as a
result of the political economy of oil. There was no sengbehational fantasy at the
local level; it was simply a big lie (or a big pocketodfmonies to be raided in the name
of indigeneity). At independence, Obafemi Awolowo, the great wedigerian
politician, said that Nigeria was not a nation but a “mere iggattical expression”; 40
years later this remained true but more so (2003a, 26).

This “geographic expression” comes with the same kind of coepwveer that has

characterized exploitation from pre-colonial times.

6.3 CSR and ‘management’ of political instability

Though business and states have been intimately intertwined foagengr the notion
that business can be separate from politics is critical to betitlassical economic
justifications and idealizations, and World Bank rationales and gitateas the
discussion of neoclassical economics and economic development above deemnstr
Mainstream business management literature also projects #ge ithat business is, at
least given an economically ideal climate, separate fromigmlitDaniels et al (2002,
244) argue in regard to corporate involvement in politics that ‘given the choice,
multinational enterprises would prefer to do business in waysvihatl make economic
rather than political sense. Nonetheless, political distortionsmyroountries simply do
not give an MNE a chance.” In line with this perspective, managermf political
instability and CSR can be seen as two sides of the same@unithe one hand, business
management literature argues that businesses must sometingger accommodating
“distorted” regimes if they are to continue making a profit. @e tther hand,
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“distorted” regimes can also damage corporate brand reputatioms pelople connect
corporations with these regimes. Therefore, corporations matggtally adopt CSR in
order to help their images. As Daniels (2002, 302) argues, “Comphaies two
possible objectives for ethical and socially responsible behaviaretie competitive

advantages and to avoid negative consequences by being perceived as irresponsible

Frynas (2005, 581-582) engages business literature to question theyeffica

CSR, and his assessment matches Daniels:

Some oil industry insiders are also highly critical of CSR. Iddéteis significant that
some of the most scathing criticisms of CSR were expressednversations with the
author by former and current oil company staff and company consulahtsirst-hand
experience of CSR practice in the oil and gas sector, not (as the authziedxpg NGO
activists. These are the views of three different industry insiders:

= ‘CSR is a waste of time.’

= ‘CSR is about managing perceptions and making people inside and
outside the company feel good about themselves.’

= ‘CSRis ared herring in terms of development projects.’

He argues (p. 583), in the context of local development projects,btishesses

strategically adopt CSR with the ideas of:
= obtaining competitive advantage;
* maintaining a stable working environment;
* managing external perceptions;

= keeping employees happy.
These are ‘business case’ views of CSR. Corporations such dsathedss social
welfare from the perspective of how these actions help the comJdmy results in very

limited initiatives that often last only as long as they cbate to particular business

strategies:

For instance, Shell's main Nigerian affiliate Shell Pewoh Development Company
(SPDC) provides its major contract managers with a developmoeiget, so that when a
new pipeline is built, the manager can initiate a new developmpmject within a
community in order to enable pipeline construction to continue unhthdé/gen the
SPDC team finishes the construction of a particular section ofpipeline, the
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community development budget for the area is simply closed, dllolvs the logic of
why the firm embarked on the project in the first instance (Frynas 2005, 584-585).

Watts expands the business perspective to look at CSR in the cointie&tplace of oil
as a central strategic economic and security resource: theotfaplex” and the petro-
state detailed above. Watts (2005c, 394-395) argues that CSR besrgnadtnactive in
the late 28 century for petroleum firms, because of social movement pressmeeros

about public image, and the threat of mandatory regulation:

The oil complex is a particular manifestation of the ways Imckv global companies
conduct business in conjunction with failed states, creating conditiomsich egregious
human rights violations can occur and have occurred. The oil corspiextaneously
contains the potential for addressing human rights and businesscerasti civic

regulation through multilateral codes of conduct, and internati@ves have slowly
provided the ground on which business practice can be assessed. At piiesbnte key
arenas are environmental rights, bribery/corruption, and proteafiomilian security in

relation to laws of war. CSR, however, has until now been dominateblbptary

corporate codes of conduct in which TNC performance reporting aifettation raise

profound issues of credibility (Watts 2005c, 401).

The CCPDP mentioned at the margins that multinational petroleuporations have
been implicated in human rights abuses, and therefore the humals aght
environmental structures in the project help to allay such concednsravide a template
for future initiatives. However, the restricted temporal aratiapnature of the project
throws these commitments into question and indeed fits more appriypirdte the

“business case” argument that Frynas puts forth.

Watts’ broadening of the CSR context from firm-level (micro) ifess
management strategies to the larger contexts of the petrotelwsiny (Skjaerseth et al.
2004) sets up discussion for the return of another critical expositidrrymas, again
relying especially on business literature (as well as paliteconomy), of corporate
behavior in the sphere of petroleum. Frynas argues that Shelllpcalculated in some
benefit from political instability in Nigeria. Not only, theredor are petroleum
corporations engaged in an industry with a poor human rights record atm@nghings,

but indeed they may benefit from strategies that impede huiglais.r Frynas (1998,
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474) touched off a tit-for-tat with the well-referenced argum#tlite instability in the
form of chaos in the [Nigerian] administration may serve companjesreventing the
government from formulating and executing a petroleum policy desigmeontrol oil
companies.” He (Frynas 1998, 458) engages business literature ewamaation, and

in particular the notion of political risk versus political instability:

Instability affects tangible goods such as buildings, equipmenttatellicences [sic]. In
other words, instability in the form of a riot or new ledisla may cause serious damage
to a company's assets. Risk is not a tangible thing but a dusfdlexpectations
concerning potential future instability that have a marketievalnd determine future
earnings. In other words, risk is a subjective perception ofihswbility may affect the
firm and it is assessed in order to predict the likelihood of difféypets of instability.

Frynas argues that certain types and grades of politicabihist actually helped Shell to
maintain market dominance and high profits, and therefore arguatigaded political
risk. He breaks his argument into three perspectives. Theatiteral perspective is the
most influential, in that it deals with why Shell internationznagers concentrate on
Nigeria rather than other areas in the world including the cesntfi the former Soviet
Union. Shell managers, the argument goes, prefer Nigeria in paatidee political

instability can lead governments to cut increasingly attractnantial deals with Shell:

High profits in Nigeria may be related to high politicaksisor the oil companies. In
times of political instability, the government may be eageincrease the profit margin
for oil companies in order to maintain the level of the compamegstments. Indeed,
Khan found that as a general rule the more unpredictable thestiomelitical situation
in Nigeria, the greater were the incentives given to théndilstry by the government
(Frynas 1998, 468-469).

In addition, Frynas argues that political instability may ingedvernment efforts to

diversify petroleum production:

The Nigerian Government attempted in recent years to divei@iégn and domestic
private sector participation in the oil industry but with vempdest success. The
Marginal Fields Degree mentioned earlier, for instance, mea®r properly enforced.
One could argue that, if the Nigerian government were strongtabte sit would be

capable of much better diversification efforts, which in turould decrease Shell's
dominance in the Nigerian economy (Frynas 1998, 470).
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Frynas also mentions in this section that political instabiliyy have assisted Shell in
avoiding sanctions for oil spills. It could blame sabotage on unstedds,ahough the

evidence pointed to lower effects of political unrest on oil spills than claimed.

Frynas’ second perspective, the structural perspective, has to ko*finst-
mover” and other advantages of connections with both colonial and post-tolonia
government actors. Shell was able to claim a monopoly on oil explorateas and
when the British nominally opened up the oil industry to competition,| &kel the
choice sites that they had already explored. In addition, ®hasllable to build personal
contacts with government and military figures that helped tioemaintain order even in
the face of resistance. Frynas (1998, 472) mentions controveigitys@arrangements

such as the following:

According to one report, Shell has even had regular meetingsMeigbr Okuntimo,
former head of the Rivers State Internal Security Taskcd; responsible for many
massacres. Further evidence of connections between statarsgsuwnd Shell, however,
can be shown by documented cases of “security cooperation’. An inatddmuechem
in the Niger Delta in 1990 is a ghastly example of that cctiore On 29 October the
SPDC’ s Eastern Division manager requested “security piateavith a preference for
mobile police, in anticipation of an ‘impending attack’ on oil féed allegedly planned
for the next day. Within the next few days, mobile police movediih teargas and
guns, killing around 80 people. A judicial commission of inquiry set up by the stat foun
that there was no imminent threat of attack and that the mobiiee pdisplayed “a
reckless disregard for lives and property’. Shell showesdf ite be apologetic for the
incident and tried to distance itself from Major Okuntimo. Okuntumalerstandably
considered Shell rather ungrateful because he was riskinifehi® protect Shell oil
installations (Human Rights Watch 1995).

The final perspective is the strategic perspective. Accgrthnthis perspective, Shell
found aspects of Nigerian political instability to offer spec#fi@tegic benefits vis-a-vis

other business opportunities:

Itis . .. suggested here that Shell's strategic planningaoatribute to Shell’s desire to
stay in Nigeria despite political instability. Shell’'s owssassment of the political
economy of oil in Nigeria may offer a few clues. An internallSlseenario-approach’
study in the early 1970s compared a number of oil producing countrigsliaccto three
factors. The first factor was ‘production motivation’, a coustrgesire for high
depletion of oil reserves. The second was "take motivation’ @rgtaidesire for highest
take of oil revenues. The third was "absorptive capacityquatry’s ability to absorb oil
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revenues. As far as of long-term prospects were concernedridNicame top in the
categories ‘take motivation’ and “absorptive capacity’ anmd thighest in the category
“production motivation’ in the study. Thus Nigeria had the advantagghiell because it
had ready oil reserves for unlimited depletion, the country&rsulvere willing to rely

heavily on oil and the beneficiaries of oil were able to sperghigs without limitation.

According to these criteria, corruption, mismanagement, relianceil or the right to

unlimited destruction of the environment may paradoxically be comgluioi business
(Frynas 1998, 473).

Frynas continues that there is evidence Shell saw the Ogonasir@aort of “option,”
when it pulled out finally after the unrest and controversy becamgreat. That is, the
Ogoni area was still a relatively underexploited petroleum @nr&aShell could re-enter

when the prices and the circumstances were more auspicious.

Frynas’ article was potentially very damaging to the imabasbusinesses seek
to project, and Shell representatives (Detheridge and Pepple 1998) respatidan
article stating that Frynas had many facts wrong and thagadheefused to talk with Shell
representatives to clear up inaccuracies before publishing tleke.artFrynas (2000)
replied with a short rejoinder arguing that he did indeed attemptett with Shell
officials but he refused to alter his article per theguest, and also pointing out the
important fact that Shell representatives backed their clapnsith very few references
while his claims were based on well-regarded work like that otiqel economist
Ahmad Khan (1994). He used their reply to further emphasize that veinporations

are attacked, a very important strategy is to undermine the character ofitioe

As | stated at the outset, it is in the self-interestrof eorporation to undermine the
credibility of a researcher who would throw doubt on the benevateagje the oil
industry is trying to create. Indeed, | expect that ShelRsstff will continue to attack
my writing after the publication of this rejoinder, even thoulgé tredibility of their
evidence is highly questionable (163).

As | indicate in the conclusion, one relatively low-cost “marigtiepartment” strategy
of responding to external pressure is to undermine the crediifilttyose who bring the

pressure.
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Chapter 7 Conclusions: Neoclassical economics as spectacle

This project has been an examination of disjunctures among nesrabout the CCPDP,
and in particular how the neoclassical economic narrative [geetacle, making “an
exhibited ‘people’ . . . more real and authentic than the lands and peepiselves”
(Apter 2005, 89). | sought to show this by looking at fissures in thasaabout the
CCPDP. In brief, the social development aspects of the projlsdt;f€had continues to
be an authoritarian, unstable and impoverished country; and yet petrodeimues to
flow. These fissures, | argued, fit closely with a relativebherent interplay of
narratives (encompassing approximately 600 years) about key comrandigspecially
petroleum exploitation in Chad’s neighbor Nigeria, whereby economioulise along
with other discourses are exhibits or spectacles that have tageted to different stages
of key commodity exploitation and control in Nigeria. At the samee tthat such
exhibits have made their way into British discussion of Nigeriaplgedirectly impacted
by key commodity exploitation have been “fixed in place” throoglitiple spectacular

and quotidian modes of exercising power.

In this conclusion, | summarize and synthesize these narratives,nghbaoiv
they interrelate and inform one another as well as reflect agdge with broader
theoretical treatments. | follow with reflection on implicaticies research projects
regarding the Chad basin, more effective engagement with bugindsselopment and
social transformation in general, and multimodal exercigowafer. The narratives about
the CCPDP were in essence different lenses through which evergsepresented and

about which prescriptions were formed. In the first narrativesegmted through World
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Bank documents, the CCPDP seems a clear case in supportneéctran-cost
neoinstitutional economics. The Chadian government makes moves aungishea
country approaching the threshold of political development necesssmpport effective
economic growth (cell ii of Williamson’s matrix). As a resuhe World Bank allies
with multinational corporations (key containers of entrepreneursidptechnology) to
take the risk on this country and provide support in helping the countrywébogethe
institutions necessary to avoid the resource curse and Dutch diaedsthus grow a
petroleum industry. This industry would provide the necessary revenugtove the
social welfare of one of the poorest countries in the world, a coth@tytherwise has a
comparative advantage in goods (especially cotton) insufficigarbtode for its welfare.
However, according to this narrative, it quickly becomes clear afiplementation of
the CCPDP that the Chadian government has not reached the threslpmtiticdl
development, but rather continues to be an extremely poor country wathtlzoritarian
and increasingly unstable government, firmly located in cetifiwilliamson’s matrix
(below thresholds of political and economic development). On the sptnand of
neoinstitutional economic theory, one could use North’s ideas to arguehidinge may
come to Chad, but it requires a long slow process of institutionabehacross historical
time. Most of Africa, in North’s descriptions of the Third Worldsigl too enmeshed in
“hunter-gatherer heritage” and “tribal societies” to quickly origrstitutions toward

effective modern economic development such as that supporting petroleum production.

One could also reasonably use this narrative to argue like Gould (@@ ihe
World Bank and corporations were naive in trusting their power to ndfuthe Chadian

government!® Gould argues that only strong political intervention by the WorldkBa

18 A similar criticism to mine is made by Mary Lynrrdbner, regarding the 2008 economic crisis, in
“Stiglitz's Foolishly Flawed Morality.” http://www.counterpunch.com/cramer12152008.htn#iccessed
17 December 2008. Stiglitz, Cramer writes, “chdles whole affair up to naiveté on the part offeitow
economists, bankers and bureaucrats. (Hey, hettiggll them!)” See Stiglitz, Joseph. “Capitalisbls.”
http://www.vanityfair.com/magazine/2009/01/stigh80901 Accessed 17 December 2008.
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could have prevented the government from engaging in an “obsoldsmiggin” (see
Vernon 1971) whereby authoritarian elites used the sunk costs attutimsal fixity”
of the project to extract greater concessions from the World BEiakvever, this clean,
technical, depoliticized narrative quickly breaks down when focudgsshiway from
World Bank documents and into messy accounts from journalists, camedntormer
World Bank officials outside of the official documents, social movenmaend NGO
reports. These accounts are filled with he-said/she-said padicontestation where
adjudication of “the truth” by non-participants all-too-often comesrdtawhich group
one trusts more. Furthermore, multinational corporations become playbes than
simply containers of entrepreneurship and technology that appear odsicgr
placeholders in, or patrons of, project reports. However, as | disarbkerf below,
representatives of multinational corporations are not particuladyaged in this give-
and-take. Rather, almost all material for public consumption émnporate actors sticks
closely to the official narrative except that the narratsvéargely devoid of discussion
about instability in Chad outside of the petroleum enclaves (seexdaonple, the project

materials at www.esso.com).

In one of the major instances of contestation, the explosion ofsfgate late

1999 and 2000 had a clear effect on World Bank designs, though the WDRiseand t
CCPDP reports place agency with the World Bank, and its new thinking about ecenomic
and development, rather than any external pressure. The EIR, mpweag an
acknowledged response to pressure from Ricardo Navarro of Frienkle Baith, at a
World Bank/NGO discussion in preparation for the Prague World Bankingset
Whether one sides with EIR project manager and report author3aim, opposition
social movements, or the World Bank, it is clear that time, space and substamatteal

The EIR report itself was very long in preparation and, tostmprise of many who

distrusted Elim Salim and questioned the location of the project hatelguan DC
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rather than Indonesia, the report was quite critical of World Bamtactive industry
policies and quite explicit about the controversial human rights andoamantal
records of multinational corporations. However, after another longdpefitime and to
the public consternation of Elim Salim, the World Bank managemesmonse was
essentially dismissive of the conclusions. In sum, World Bank nreamagf argued that
petroleum production was important for those (such as Chad) withoutabibiees and
that the Bank could not allow projects to be vetoed by one interest grblgrefore

projects should include “consultation with” rather than “consent of” local populations.

The non-official CCPDP accounts reflect some of the samesyess as
surrounded the EIR. This makes sense as the project was iniliated the same time
as the EIR. However, according to Calderisi’'s perspectiveedisas news accounts,
central World Bank officials at least were dismissive frdm beginning of social
movement opposition though not necessarily social movements thems€lakeerisi’'s
comment (2006, 184) defining “good” and “bad” social movements is pantigwlirect:
“Some international groups with limited exposure to the Bank’s warkdated
information on the project had genuine concerns that needed to be adldrBssehe
Washington, DC, groups, who should have known better, simply twisteddise fa”
Wolfensohn’s description (Mutame 2000) of the “Berkeley mafiaing against the
“Chadians” (“and | for my part, am more interested in the Chadjabslsters this
interpretation of World Bank attitudes toward especially those Isowaements who

persisted in opposition even after the World Bank reached out to them with “the facts.”

Social movements, for their part, argued that it was their peessoich led to
placement of most environmental and social welfare provisions intG@RDP. Social
movements also maintained that they were the agents of inforndistibution to

Chadian people who had little information about the project and, aftéingget
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information, were generally opposed to it. Furthermore, World Bankslaf Chadian
government transformation as evidenced by the revenue managemdérddagvidence
that the government only signed the law after Bank officialeatiened to pull their
support for the CCPDP. After acceding to social movement pressuteadding
environmental and social monitoring to the project documents, the Warhit Bnd
corporations became impatient with the time required to respondst pinessures. As a
result, they began labeling NGOs as self-interested outsddtsat they would not have
to include any additional provisions in the project documents. Socialmemiaeports
about staged proclamations of Chadian support (including a Senegalesetrdapee
brought in because the members ostensibly supported the project) dddynicism

regarding the project.

These opposing accounts of the same time period serve as imjudiaations
of the fissures that characterized the actual playing outhef GCPDP design,
development, construction, and implementation. Neoclassical econoocagné and
World Bank official reports tend to shear away the messy ttterss and political
pressures, pressures which muddle the images of relatively awtosomdividuals
seeking to maximize their perceived welfare in institutionalicsires providing
incentives for effective or ineffective economic activity. Thsjuhcture between IFI
policy and practice is covered well by Gould (2005) and others in Masde_ewis’
(2005) edited volume, in that policy is primarily about interpretatibitenpractice has to

do with social relationships and organization.

However, though the social development goals of the CCPDP have failétdea
Chadian polity is unstable, petroleum still flows from the Dobaebifiand ExxonMobil
among others still negotiates for greater control of petrolewdugtion (Africa Energy

Intelligence 2009). | have suggested that this characteasticmany others of the
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CCPDP go beyond disjunctures between policy and practice and insteiatb fia
counter-narrative, which parallels the history of key commoditploitation in the
“geographical expression” that is Nigeria. First, the prgpst was hyper-documented,
in that social and environmental plans comprised many volumes odnidxthe project
implementation was designed to be accompanied by myriad ovedapynitors from
the Bank, government, and private sector. Most of these monitors thesyssoduced,
and continue to produce (in the case of the IAG and ECMG for exaneple)ts. This
hyper-documentation serves as an example of development subjetis ‘dBrth-to-
presence of a form of being that pre-exists” but yet requxten@ed and invasive expert
intervention to bring it to fruition. As Mawdsley and Rigg (2003, 271) poirif for
example, “participation” and “empowerment” are depoliticized -ntiezed technical” in
Li's (2007, 7-10, 234) terms — and valued “primarily for [their] cdnition to the main
goal of economic growth,” which underlies why | term the WorethBs new approach
development as governance. This hyper-documentation, whereby a popuslaigited
with myriad plans and sub-projects, also mirrors Craig and Ro@@06, 171-172)
description of people in Uganda being overwhelmed by the planned “empem&rm
projects that they were expected to complete. When one projedeadines, the other

projects suffer.

This hyper-documented project plan design and monitoring, | have argued,
masked a project hyper-restricted in temporal and spatial sdophe first instance of
hyper-restricted scope, the social development portion of the prepgmtrienced
problems from the beginning, being visited by long delays in imgheation, and after
being substantially weakened in 2006 by halting of the future gesesafund, was
formally and quietly shut down by the World Bank in late 2008. The mamgtor
missions (particularly the IAG) were often critical of @cj implementation, but as

Massey (2005, 273) argues, represent “transparency over compliantdegt the same
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problems were duly documented without significant corresponding improveroeet
the course of many monitoring visits. Massey applies suchreneie for transparency
over compliance to the accompanying EIR as well. The wirghmgn and ending of the
social development portions of the CCPDP almost in parallel Wwi&lcompletion of the
pipeline and beginning of petroleum flow, is nearly a textbook remitaif Frynas’
(2005, 585) description of CSR-based social welfare projects thdinated to the
duration of oilfield development: “When the SPDC [Shell Petroleuavelbpment
Company] team finishes the construction of a particular sectiotheofpipeline, the
community development budget for the area is simply closed, whidwilhe logic of
why the firm embarked on the project in the first instance.”héndase of the CCPDP,
however, the World Bank led the general social welfare develogmgatives while the
consortium has restricted itself to projects and reports diras8gciated with the area

around the oilfield and the pipeline.

The CCPDP was also hyper-restricted in that the project deagned and
supported with expectation of revenues coming from petroleum exoitaell beyond
the Doba oil field and deep into the Chad basin. This broader petr@epimitation
would be outside the constraints of the CCPDP. Fah (2007) and McGga§8) (
discuss the project developers’ regional economic aspirations, andldealipa 105)
argues that increased U.S. government interventions in the region pegudéace of the
Chad basin and larger Gulf of Guinea’s strategic economic impertamhis point can
also be underlined by looking at Forest and Sousa’s (2006) concentratio& Gulf of
Guinea as an important military theater for U.S. security. r&pel manner in which the
social welfare portion of the project, still being duly documented apdrted, quickly
fell by the wayside adds to the sense of cynicism suggéstd€eenen. For Keenan
(2005, 399), it is hard to counter the argument by cynics that avirarkef corruption

and mismanagement “is in the misguided interests of all thmtiegpa the ExxonMobil-
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led oil consortium, the Chad government and the World Bank.”

As with any project in the initial stages of the processn#reative surrounding
the CCPDP in this project has been admittedly and necessawihsipnal, for three
major reasons. First, Chad has been at the margins of key commaditiction since it
was colonized, and therefore does not have the long history of explotadraw on for
analysis. Secondly, the CCPDP has only been active (in desigrpmleeat and
implementation) for a decade, too short a time for the acttegies, interactions,
plans, oppositions and contradictions to play out. Finally, too littlearelsehas been
done at this time on petroleum corporations in Chad. Corporations, ksld & in
various parts of my project, both comprise one of the main categur@otagonists and
are all-too-often made invisible or all-too-often try to matkteeir less-attractive
production activities invisible particularly with regard to soeialfare considerations or
guestions about their political role. The anecdotes involving individagbocate
representatives rather than “corporate faces” (e.g. repgrisxxonMobil, Shell, Esso),
point largely toward management of image and signing of conteectsgen by the final
negotiations involving Wolfensohn and ExxonMobil’'s Lee Raymond asdbeght final
signatures on the project, or reports of ExxonMobil making secreemagnts with the

Chadian government to increase royalty payments in return for sidelinirogp&gtr

Given these caveats, however, the textbook “planned demolition” nature of the

social welfare portions of the CCPDP, the well-documented “mamag® of social
movement opposition, and the explicit link of the project to shifts iaclassical
economic theory make the Chad and the CCPDP an excellent contgngas@amwhose
probable future trends can be informed by analyses of Nigerizth foroader temporal
and spatial scale. Nigeria has been an appropriate casenmigarison because it is a

geographic neighbor of Chad, has experienced a long history of exploiéatioss types
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of key commodities, and presently is one of the largest petroleum prsdandhe world.
By looking at the long history of key commodity exploitation includpgtroleum
production in Nigeria, | have used many of the distinct, coherent anddstigg (across
multiple time periods and commodity types) trends that have siteiato the CCPDP.
As a result, | have been able to gain a good sense of ¢lotasle that is neoclassical
economics as well as the “ungovernable governmentality” thateis commodity
exploitation “on the ground” in Nigeria and now Chad. Here, to sum uegriessons
that | believe the Nigeria case brought to the table and tiaatd covered in this project.
First, Okonta and Douglas, combined with Apter, provide effective hesiasupport for
the idea of economics (joined with religion and ‘civilization’) gigectacle in their

descriptions of events surrounding hardening of colonial control in the Niger Delta:

The enormous riches to be derived from the Niger Delta andttie coastal towns
opened the eyes of the British traders and, subsequently, of themew itself, to the

possibilities of taking over the area entirely, by force i€assary. . . (Okonta and
Douglas 2003, 10)

Framed within the idiom of a humanitarian crusade against thedimns of savagery
was the assertion of a new economic order, pursued in the languéaje tohde and
rational contract. The new masters of the river wheeNiger Company factors with
their guns and their law (Apter 2005).

| have argued that the coherence between this amalgam ofteaiibactual fixing in
place of the people of the Niger Delta through spectacular andligmoviolence have
striking parallels to the narrative of the rise and fall of @@PDP and therefore the
people of Chad, which masks the fixing in place of a regional it petroleum
production. Chapter 6 alludes to many other parallels through the histokey
commodity production in Nigeria. These parallels of violencecamduption respect no
boundaries of commodity type, undermining the popular “resource curgafmants

accompanying neoclassical analyses of petroleum production.

Secondly, Watts’ articulation of the “oil complex” as a site lafgely

“ungovernable governmentality” serves to interrogate more firexgain primarily with
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reference to the Nigeria case, the idea that petroleum nalyessatains within itself the
seeds of corruption and authoritarianism. He argues (2005b, 53) thatpstiddeum
production is characterized by enclaves and “tactical pointshdédding up supply,”
corruption and authoritarianism cannot be understood except with reféoeiacpolitics
that predates oil. . . oil capitalism produces particular soremcofave economies and
particular sorts of rule characterized by violence and instglititit are rooted in the oil
complex. . .” This oil complex characterized by violence ancalmigty importantly does
not simply include government, “civil society,” or “traditional ruleg$ is implied by so
much economic and development literature. Rather, as demonstyaggdrbinations of
key commodity exploitation throughout Nigerian history, corporate forom the Royal
Niger Company through Royal Dutch Shell have been intimately indoftvenfluencing
if possible and creating if necessary the “politics that predade’ Two points are
particularly important about this. First, the long historical heggnodrcorporate forms
cannot and should not be reduced simply to some kind of strategipireays It is
important to recognize the dynamism and uncertainty of such exmojtand more
critically to engage “actually existing dynamisms” asypth out in particular cases
whether it is the Niger Delta or the Chad basin through the GCP®atts articulates
this well through combining recognition of violence with the mobil@anf Foucauldian
notions of “government” and “governmentality.” “Government [for Foucasitaimore
or less calculated and rational set of ways of shaping conducbfasdcuring rule
through a multiplicity of authorities and agencies in and outsidihefstate and at a
variety of spatial levels” (Watts 2003a, 13). Corporate elite rave puppeteers,
relentlessly pulling the strings of “the masses” so thahtasses unthinkingly do the will
of the elite. This imputes entirely too much intelligence on catpoelite and is a
critical weakness of much literature in both traditions of G@an hegemony (where
domination is significantly about “controlling the boundaries of consoees) and
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Foucaldian governmentality (where as Allen points out domination teswsmuch
toward following “authority” and micro-behaviors of self-regulationiRather success
depends on effectively engaging and when possible influencing the umigrtai
instability and risk that is “men in their relations, their linkkseir imbrication with those
things that are [economic resources], those other things thatisicens, habits . . . and
finally . . . those still other things that might be accidems misfortunes. . .” (Foucault
2000, 201-22). As | suggest below, this dynamism and uncertainty shoakploeed
further, for example by looking at how corporations respond to socialement

pressure.

The second important point about the oil complex, and one of the fundamental
innovations of resource control, is how such control manages to operaler“the
radar,” masked by all manner of ideologies and institutionss iEhiot a new point, but
it seems necessary to continue to make this point in differentlvesypgise attempts up to
the present have not been particularly effective at dealirgting. Marx divided “under
the radar” control into base/superstructure, while Gramsci broke into “relatively
autonomous spheres” (Lears 1985, 571) where the economic sphere stita(m
analysis) “[determines] what forms of consciousness are pa&siBlten pushes this
forward by suggesting “multiple modalities” (including seduction, malaiion,
negotiation, coercion, authority) through which resources are mobitzeexercise
power. This is a fundamental part of business literature itself, a point beyompadtecos
this project, and petroleum companies are as able as any grou@anehational
corporations to mobilize such resources and stay under the radars’ ({#aficb, 53)
comment that “[w]hat is striking in all this resource-politicssource curse] scholarship
is the almost total invisibility of transnational oil companies$.is quite important here
and is also relevant in the case of my narrative about the CCPD&hsnational oil

companies only appear in the CCPDP as report authors, fleetingbcounts of project
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development and implementation, or occasionally as news breaks ofatiegstiwith

government figures.

This is as corporate leaders wish, as seen in Watts’ anth$*raccounts in
particular about CSR, corporations and political instability. Tdéas be usefully
considered the new version of Apter’s (2005, 151) “idiom of a humamtarusade
against the depredations of savagery. . . assertion of a new ecayoler . . . [and]
language of fair trade and rational contract.” Furthermoretbeitoring of oilfields
only by the corporate-funded External Compliance Monitoring grough@sChadian
inter-ministerial CTNSC was often without funds for monitoring aiield) fits in with
Watts’ (2005c, 401) concern that “TNC performance reporting andication raise
profound issues of credibility.” Even more cynically, in linghwKeenan’s comment
referenced above, the CCPDP seems to confirm Frynas’ (1998) thastisffectively
managed political instability may actually be a competitideaatage for first-mover
firms like Shell Petroleum. Could it be that ExxonMobil, and perhagms @hevron and
Petronas, actually benefit from getting a foothold in the Dobaaeachnd then
effectively managing Chadian civil war and instability so abdpefit from first-mover
advantages in petroleum exploitation across the entire Chad basugdest three broad
areas in which this project provides material for future rebearFirst, it shows the
importance of going beyond state-centric case analyses and l@kigjonal forces and
corporate interventions. Secondly, it provides case material farallyi examining the
role and character of corporations and others in responding to poligssiupe by social
movements. Finally, it provides a view into how exercise of powetbeasubstantively
explored as comprising multiple modalities (not only, for examptenidation and

resistance).

7.1 Regional research of exploitation in the Chad b  asin

This project supports future research in two major areas witdrdeg the Chad basin
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and petroleum exploitation across the Gulf of Guinea region. FesCEPDP must be
considered in relation to the Chad basin as a region and Chad as grafdeo
expression” in important ways. Much work has been done from a regional peespecti
petroleum exploitation in this area of Africa, including thd¢renced above in regard to
the Chad basin. Some work (see especially Rowell 2005) concentratthe Niger
Delta as the most influential area in “the next Gulf’ (supplanting the Reeait). Other
work, such as Roitman (2001; 2004; 2005), concentrates beyond petroleum on the Chad
basin as a region where “power is not [necessarily] sovereighdt is, state actors may
not exercise much semblance of sovereignty over the Chad basthglstate can still
profit from “rents and the means of redistribution” (Roitman 2001, 241)ll ofter
work, such as Forest and Sousa’s emphasis on national security (2d06)ieira’s
(2007) state-based comparative politics focus, concentrate on the GGlfilnéa as
encompassing the area from Nigeria to Angola and now includiagChad basin
interior. | argue that the regional perspective holds threeehézd lessons in particular
for research. First, it is critical to continue rich multigidoary work such as that found
in the case of Nigeria, and to apply such work more systertatitta petroleum
exploitation in the Chad basin. Such work must include interactikesthiose that
Frynas presents of ‘local people’, government representatives, angorate
representatives. Another important case study to emulate woulévageiS (2004)
Crude Chronicleswhich details from a view very sympathetic to corporate oppasiti
(as Sawyer acknowledges herself), direct engagements dreta@cial movement,
government and corporate representatives. One particularly imgrestd applicable
aspect of Sawyer's narrative (p. 6) has the petroleum indestegutive (in her
Ecuadorian case, an Arco executive) instructing social movestns on “the nature of
democracy” while the government minister sits silently by. sThwiould seem to
contradict the public face that corporate actors present ofwtisirto remain outside of
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politics and let state or World Bank actors take the lead on issighsas regime type and

the nature of political representation.

The second lesson for future regional research approaches$ explegiences of
the three distinct Gulf of Guinea regions of Nigeria, Chad basinrAagdla (as well as
smaller polities such as Equatorial Guinea along the coast) dshioall treated
comparatively as well as part of the larger global “oil compleXigeria is often
contrasted with Angola in that petroleum production in Nigeria esenonshore while
Angola concentrates on offshore oil supplies. Offshore production for Ampgelents
much of the social disruption found in Nigeria (e.g. Frynas 1998, 462), thel€had
basin is populated by many states with even weaker sovereignt\tparia. How do
corporations deal with the area as a region (rather than withidodl states as Oliveira

does)?

7.2  Corporate engagements and social movement press  ure

Relatedly, it is important to engage in systematic rebeaf corporate relations that
ranges deeper into such relations than the typical governmen¢tnpeispectives. The
first step in such examination is to apprehend business literatiBach an endeavor is
far beyond the scope of this project. However, this projecémeation of the CCPDP
case and more broadly the Nigerian case provide indications oimpertance and
distinctiveness of business, and business literature provides imporsgits into
connections with economics as well as strategies for managimmipyees, consumers,
even governments. At the strategic management level, for exabwohaming (2006)
provides insights into a business-centered development model, whafersetoeas a
“new paradigm of development,” which presents corporations as engaygingpre

collaborative relations with one another than the competitive anagigts embodied in

Williamson’s make-or-buy decisions based on opportunism. It should be noted, however,

that business literature is also depoliticized, with publicatiogsimg as a rule that
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business simply seeks to make a profit and that governments ansocieity should be
responsible for taking their share of the value added to providbdmocial welfare of

their people.

The Nigeria case demonstrates how corporate and state awtbrsséitutional
forms have been intimately interacting for many generations thinoing into question
the ideological battles about state planning versus the private seatothe market.
First, how do government and corporate elite in less-industriala@atees interact with
one another in light of the representations of two distinctly difter@stitutions
(government and corporations)? Secondly, it is important to exadeeeer the
relationships between executives such as Lee Raymond and Jamensdioi, to
understand how agreements such as the CCPDP are put togetherestadnasitonger
trends than anecdotes from books or newspapers. Such investigationgchuck

ethnographic research, interviews, and examination of applicable businessriter

This project also contributes case study material to questionst dimw
corporations engage oppositional pressure. Allen’s multiple modatittesgh which
power is exercised are quite useful here, because corporationsticulga but also
organizations such as the World Bank employ varied strategiesdoaging image and
other risks in ways that at best increase profit and at woosidar the most effective
damage control in situations where social movement or other pressure causasagge
to corporate operations. Based in large part on material @ulldot this project, |
provisionally hypothesize the following ways, organized in thrég feat contemporary
business interacts with external pressure such as from somi@mments. The first set
has to do with organizational transformation. First, if corporatiessss that pressure
hits at their core organization, then they may employ what Itlcall‘executive suite”

approach whereby they fundamentally change their corporate opsratSecondly, if
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corporate executives assess that pressure is quite great butmoextent that it affects
core operations, they may adopt a “risk management” approachelwhesome

organizational change is considered necessary to relieve tlsingrelsut not enough to
effect core corporate operations. | suggest for exampleStiet had to adopt a “risk

management” approach in response to the Ogoni nine hanging and the Brent Spar.

The second set of ways that corporations engage social movemeir@rfess to
do with perceptual transformation. First, corporations may determateressure can
be addressed through managing perceptions of “key stakeholders.’seEms to be the
strategy adopted by the World Bank and petroleum corporations in regard to b6tR the
and the CCPDP. Such perceptual management may take the fdyorngdhing the
organization’s own reputation, as World Bank officials in particutarght to do in
regard to the CCPDP, and what Shell and others attempt to do throRgtie@&8opment
projects that end immediately after the construction is compieda area. The second
form is to attempt damage to the other party’s credibilis/,was certainly the case
regarding the “Washington elite” and “Berkeley mafia” amohg $ocial movements,
and was also the case when Shell sought to damage Frynas’ ttyedibilegard to
political instability and petroleum production in Nigeria. ThedHorm is to co-opt the

language of protest and actually use the language to the corporate advantage.

The third set of ways that corporations may respond, to pressutbdiideel has
no traction, is the “close the front door” approach where theglgirgnore the pressure
and hope that it continues to lack traction. This may be quite usefates where there
is clear backlash against the pressure on the corporation, beas garhaps the most risk
of all forms. If the pressure does have traction, as in theofasmgeria’s Ogoni nine,
then the corporation may be forced like Shell into risk managemede or perhaps

even initiatives that truly change the corporate organization.
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All of these forms are often used concurrently, as situatioss. arindeed, |
submit with evidence in particular regarding the ability of caapons to remain largely
behind the scenes regarding the CCPDP, as well as the abilgyrpdrate actors to
sustain exploitation across generations, that it is critoccaleatively assess such moves,
and note the ways in which realities are constructed, both on the gnodnd minds.
There is no doubt that life in Chad and Nigeria is violent, that vissdgsowth through
entrepreneurship and the market do resonate in some circles, agdviéraamentality as
self-regulation is operable not only for those to whom the spectdcteeoclassical
economics is directed but also for those fixed in place by otkansnof authority (not

only indigeneity, state, corporation but also church and various forms of ‘tradition’).

7.3 Engaging multimodal power

Perhaps the fundamental lesson this project contributes to is ttebmiment cannot be
understood except with reference to power, and power cannot be oodeestcept
through multiple spatially and temporally informed modalities thihowdpich power is

exercised:

[Power] often makes its presence felt through a variety afe® playing across one
another. The erosion of choice, the closure of possibilities, mbeipulation of

outcomes, the threat of force, the assent of authority orriéng gestures of a
seductive presence, and the combinations thereof. A simple daminegistance

framework in this respect trivializes the feeling for whawer is when it is brushed up
against (Allen 2003, 196).

In particular, this project sought to show that neoclassical ecoapraiher than being
the driver of business and development practice “in spite of itéliifstead a spectacle,
an exhibit “more real and authentic than the people themselves.” “pduople”
themselves, in this case the people impacted directly by th®EBCdte relatively fixed
in place through broad instruments of what Watts (2007b, 108) referss to
governmentality characterized by what “looks likegovernability.” Thus, Allen’s as

well as Rose’s notions of power as authority are extended, whexglbgitation can be
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sustained by judicious capitalization on micro-politics of insitgbdnd violence, what
can be called “ungovernable governmentality.” The proclamation rteaclassical
economics is irrelevant in important ways to such “ungovernable govetalie
shouldnot, however, lead to dismissal of the power of neoclassical econamibsse
sites amenable to such power. Rather, the technical, objet#peliticized language of
neoclassical economics wields great power in justifying deegpvention into, even
violence against, other societies. For those unacquainted withegealitexploitation,
this power is particularly gredt> Thus, attempts to undermine the discourse of
neoclassical economics itself are useful, laudable and importdrite open and
ambiguous treatment of power expands analysis and engagement begoladseal
economics, however, and both admits the potency of power wielded by lsusines
particular behind the scenes, and the ambiguity of such power thadgs@penings for
undermining existing regimes of exploitation and affecting corestoamation of global

power.

19 eys’ (1996, 101-102) trenchant perspective on“tew Political Economy” (NPE), of which North
forms a part, is relevant here:
Is it far-fetched to imagine that part of the agpekthe NPE lies in its very blandness and
indeterminacy, its essential lack of substance?
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Appendix 1 — HDI 1975-2005

HDI Trends 2000-2005
Chad and Sub-Saharan Africa

Nigeria = = Chad

Average HDI - Low HDI Countries

05
0.45
0.4 - = -
=R
0.35 - - ="
/ -
-
-
0.3 ——
0.25
0.2
0.15
0.1
0.05
0
1975 1980 1985 1990 1995 2000 2005
Nigeria 0.321 0.378 0.391 0.411 0.432 0.445 0.47
= = Chad 0.296 0.298 0.342 0.364 0.377 0.397 0.388
= Average HDI - Low HDI Countries | 0.3264 0.347 |0.36070588|0.37261111 |0.38305263| 0.40073684 | 0.41968182

Figure 2 Calculated on the basis of data on life @ectancy from UN (United Nations), 2007e. World
Population Prospects 1950-2050: The 2006 Revisidbatabase. Department of Ecopnomic and Social
Affairs, Population Division, New York; data on adut literacy rate rates from UNESCO (United
Nations Educational, Scientific and Cultural Organization) Institute for Statistics. 2003.
Correspondence on adult and youth literacy rates. Mrch, Montreal. and UNESCO (United Nations
Educational, Scientific and Cultural Organization) Institute for Statistics. 2007a. Correspondence on
adult and youth literacy rates. May, Montreal.; data on combined gross enrolment ratios from
UNESCO (United Nations Educational, Scientific andCultural Organization) Institute for Statistics.
1999. Statistical yearbook. Montreal. and UNESCO (hited Nations Educational, Scientific and
Cultural Organization) Institute for Statistics. 2007c. Correspondence on education data and
indicators. April, Montreal; and data on GDP per capita (2000 PPP US$) and GDP per capita (PPP
US$) from World Bank. 2007b. World Development Indic&ors 2007. Washington D.C.

The aggregate trends of Human Development Indicators provide imgrestantitative
information. First and foremost, Chad showed consistent improvement irlRQhe
indicators from 1975-2000 but fell precipitously during the time led CCPDP.

Secondly, during the same time, low-HDI countries on average img@rowonsistently.
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This on its face would seem to support the idea of a resource ddoseever, Nigeria,
also an assumed victim of the resource curse, improved throughout toe péri
petroleum boom and bust into the 2000s. In the final analysis, HOdakods simply
point to lack of improvement though they do not support any conclusivenaxipia

answering why Chad did not improve.
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Appendix 2 — Abbreviations

CCPDP ... Chad-Cameroon Petroleum Project
CCSRP............. College de Contréle et de Surveillance des Ressources &gtrolier
CDF . Comprehensive Development Framework
LS e Core Labour Standards
RS e Catholic Relief Services
ECMG ... Environmental Compliance Monitoring Group
EIR e Extractive Industries Review
FESTAC ... Festival of Black and African Arts and Culture
LAG e International Advisory Group
IDA oo International Development Association
IFLS e International Financial Institutions
Y Multinational Enterprise
NP E e New Political Economy
P RS e ———————————— Poverty Reduction Strategies
PRSP . Poverty Reduction Strategy Papers
L1471 RS World Bank Group
WDR e World Development Report
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