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Background

In the twenty years since the 1992 United Nations Conference on Environment
and Development in Rio (“Earth Summit”), the governance architecture of the
International Financial Institutions (IFls) has evolved to include Independent
Accountability Mechanisms (IAMs).! These mechanisms were set up in response
to increased public pressure for greater accountability, transparency, and
participation of civil society, especially marginalized and vulnerable groups,
in development projects that affect their lives. The IAMs were founded with
similar mandates—to provide a direct channel of recourse for project-affected
communities with the goal of improving environmental and social outcomes
on the ground and fostering greater public accountability of the development
institutions involved.

This paper reviews the types of environmental and social issues and trends
evidenced in complaints to the IAMs from affected communities over the past
twenty years. It builds on, and compliments, the official submission by the
IAM network to Rio+20 entitled “Citizen-driven Accountability for Sustainable
Development: Giving Affected People a Greater Voice—20 Years On”.

Analysis of Complaints to the I1AMs

IAMs have made substantial contributions to the evolution of the IFI's social and
environmental performance by pursuing issues of compliance and the responsible
application of standards. Giving affected communities a voice and ensuring
that their concerns are heard and acted upon by the IFls, local and national
decision-makers, and public- and private sector operators have helped lead to
better development projects. Harnessing knowledge about common problems
and pitfalls is critical to improving future development outcomes and ensuring
that the good intentions of international finance institutions are delivered on the
ground. IAMs are a key part of this work.

Twenty years of experience among the IAMs has produced a solid body of
independent findings spanning multiple regions, development activities, social
contexts, and environments around the world. This experience affords a unique
glimpse into the practical challenges of sustainable development and poverty
reduction from a grassroots perspective.

1. The majority of these IFls are multilateral and regional development banks, but also include several bilateral agencies.



The following analysis looks at the body of complaints to the different IAMs to
identify what types of environmental and social issues give rise to complaints,
and what the underlying causes of these grievances might be. For the purpose
of this paper, the analysis focuses solely on issues raised by affected parties in
the actual letters of complaint to the IAMs (those deemed admissible), and did
not analyze additional issues possibly uncovered or addressed during the IAMs’
subseqguent interventions.

Profile of Complaints

The IAMs that contributed to this analysis have together handled a total of 2622
complaints or cases since the establishment of the first mechanism in 1993%. These
complaints span 72 countries from all regions of the world. The complaints were filed
by a mixture of local, national, and/or international civil society organizations (CSOs)
on behalf of project-affected people and, in some cases, filed directly by community
members themselves, without the support or representation of another organization
(see Figure 1). What is notable in complaints to the different mechanisms is the
predominant involvement of local civil society organizations and community based
organizations (CBOs) in helping connect affected people to the mechanisms, either
alone or in partnership with larger national or international CSOs.

Figure 1. Signatories to Complaints
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Note: All complaints involve locally affected community members. Numbers
reflect that some complaints were filed by a combination of local, national, and
international CSOs.

2. Data in this section is based on information provided by the following Independent Accountability Mechanisms: African
Development Bank - Independent Review Mechanism; Asian Development Bank - Accountability Mechanism; European Bank
for Reconstruction and Development - Project Complaint Mechanism; European Investment Bank - Complaints Mechanism;
Inter-American Development Bank - Independent Consultation and Investigation Mechanism; International Finance
Corporation and Multilateral Investment Guarantee Agency - Office of the Compliance Advisor Ombudsman; Overseas
Private Investment Corporation - Office of Accountability; and the International Bank for Reconstruction and Development
(IBRD) and International Development Association (IDA) - Inspection Panel.

3. IBRD/IDA Inspection Panel



The complaints relate to both public sector and private sector development
projects consistent with the mandates of the development finance institutions
involved. Activities that have been subject to complaints include the full
spectrum of development financing—from traditional loans, credits, guarantees,
and equity investments to trust funds, technical assistance, advisory services, and
political risk insurance. Analysis of the data reveals patterns in the distribution of
complaints by region and sector, as well as the types of environmental and social
issues that are raised by project-affected people.

Regional Distribution

IFI projects in Europe and Central Asia have accounted for 30 percent of
complaints to the IAMs (see Figure 2a). The large majority of these complaints
were filed by civil society in Georgia concerning the Baku-Tbilisi-Ceyhan Oil
Pipeline—25 complaints to the Compliance Advisor Ombudsman for IFC/MIGA
and one to OPIC’s Office of Accountability (see Figure 2b). The Latin American
and the Caribbean region has accounted for 25 percent of complaints from 15
countries, with the most complaints (18 percent) lodged from Brazil (see Figure
2¢). 17 percent of complaints have been lodged from 16 countries in Sub-Saharan
Africa, of which 26 percent are from Uganda (see Figure 2d). South Asia accounts
for 13 percent of complaints with the large majority (63 percent) lodged from
India (see Figure 2e). Five countries in East Asia account for eight percent of
complaints (see Figure 2f). Only 3 percent of complaints (seven in total) have
been filed from the Middle East and North Africa region despite the large regional
portfolios of some IFls and the IAMs’ own outreach activities (see Figure 2g).

Regional diversity in the numbers may be explained in part by the level of mobilization
of national and regional civil society networks, awareness of the IFls and project
disclosures, and awareness of the existence of the IAMs themselves. Feedback
from external stakeholders gleaned from IAM outreach activities over several years
suggests that lower numbers of complaints in some regions is due to minimal
awareness of the IFls as financiers of the projects; poor awareness that options for
recourse exist, as well as a lack of trust in the credibility of the mechanisms by those
who know about them; insufficient civil society capacity; and political and cultural
barriers of various sorts. Accessibility of the IAMs to potential complainants in light
of these obstacles is one of the biggest challenges to their effectiveness.



Figure 2a. Complaints by Region
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Figure 2c. Latin American and the Caribbean
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Figure 2d. Sub-Saharan Africa
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Figure 2e. South Asia
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Figure 2f. East Asia and the Pacific
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Project Categorization

While the IFIs differ in the methodologies used for appraising projects, a form of
“categorization” is typically used to assess projects for potential environmental
and social impacts and therefore inform mitigation strategies, disclosure, and
consultation. Many IFIs assign projects a category of A, B, C or 1, 2, 3 (in the
case of lending to financial intermediaries) in descending order of environmental
and social sensitivity. Analysis of complaints relating to IFI projects that do use
such categorizations” reveals that over half (57 percent) are Category “A” or “1”



projects, meaning that they have been identified as having potentially significant
adverse environmental and/or social impacts (see Figure 3). Another 27 percent
are Category B or 2 projects, with potentially limited environmental and social
impacts that can be mitigated. Category C or 3 projects (minimal or no impacts)
account for just 4 percent of complaints, and financial intermediary projects
account for only 3 percent of complaints.

Figure 3: Environmental Categorization of Projects in Complaints
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Sector Distribution

A wide variety of sectors®is represented in complaints to the IAMs, but those projects
with large physical footprints, such as infrastructure (specifically, transportation and
hydropower) and extractive industries predominate (see Figure 4a). Transportation
projects account for a total 24 percent of complaints, of which concerns related
to road infrastructure represent 66 percent of those complaints (see Figure 4b).
Complaints related to extractive industries (oil, gas, mining and chemicals) account
for 23 percent of IAM cases, dominated by concerns raised about oil and gas projects
in 67 percent of those cases, followed by mining in 28 percent (see Figure 4c¢). The
energy/power sector accounts for 19 percent of complaints, and is notable for the
predominance of complaints related to hydropower dams in 72 percent of those
cases (see Figure 4d). Aggregated, the agriculture sector accounts for only 8 percent
of IAM cases; however, some |AMs are experiencing an upswing in complaints related
to large scale agriculture/agribusiness projects in recent years.

What is similar across the sectors that give rise to most grievances is their resource
intensity, particularly in terms of land and water use, which has obvious implications
for local communities that depend on these resources for their livelihoods.

4. This includes complaints related to projects financed by the ADB, AfDB, EBRD, IDB, OPIC, and WB. Complaints related to
EIB are not included in the sample.
5. Sectors have been grouped by CAQO into categories to allow for uniformity in the analysis of complaints across different IAMs.



Figure 4a. Complaints by Sector
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Environmental and social issues

Many of the issues articulated in complaints to the IAMs are cross-cutting, with a
level of complexity that requires deeper analysis. However, initial findings reveal
a number of dominant themes in complaints filed to the IAMs: concerns related
to project processing and supervision; issues related to project-level consultation
and disclosure; the distribution of socio economic benefits at the project level;
and impacts to natural resources - specifically, land, biodiversity, water, and air.
(see Figure 5a).

Figure 5a. Environmental and Social Issues Cited in Complaints
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Project Due Diligence, Consultation, and Disclosure

In the majority of complaints—81 percent—people cite concerns related to project
due diligence and supervision—roles and responsibilities that are often shared
by an IFI and the public or private sector entity implementing the project.
Complainants raise specific concerns related to environmental impact assessment,
mitigation, and management, and the application of policies that are not deemed
to be providing an adequate level of protection. Other prominent issues include
project siting, environmental categorization, and exit strategies. (see Figure 5a
and 5b). Grievances about policy violations may sometimes be due to a lack of
clarity or communication about how impacts are being mitigated and the roles of
different parties in the process, including government, private sector operators,
or the IFI. This points to the importance of effective local engagement and project
level disclosures to address community concerns and help provide predictability
about both project impacts and potential opportunities for affected people.



Figure 5b. Project Due Diligence and Supervision
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In a total of 66 of complaints, communities identify what they see as inadequate
project-level consultation and information disclosure. Issues raised about
consultation guestion how communities are engaged in decision-making and
how Free, Prior, and Informed Consent (FPIC) or broad community support are
determined (see Figure 5a and 5c¢). Concerns about information disclosure include
how information about the project is shared and to whom, how project impacts
might be prevented and/or mitigated, and whether such information is provided
in a culturally appropriate language or format. As with project due diligence and
supervision, consultation and disclosure requirements are often responsibilities
that are shared by the IFI and their public or private sector client, although few
complainants make this distinction.

Figure 5c. Consultation and Disclosure
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Environment and Natural Resources

Impacts to natural resources—specifically land and water—are raised in 55 percent
and 32 percent of complaints, respectively (see Figure 5a). Community grievances
about project impacts to land are predominantly related to resettlement (34
percent), compensation (30 percent), acquisition (19 percent), and management
of land (see Figure 5d). Concerns about water relate to water quality (33
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percent) and water quantity (23 percent), water management (20 percent), and
access to water (20 percent), all of which may impact negatively on community
health and productivity (see Figure 5e). Pollution of these resources is raised by
complainants in over a third of IAM cases, with water contamination the biggest
concern in this category (34 percent), followed by contamination to air and land
(see Figure 5f). Over a third of complaints cite impacts to biodiversity on which
communities may depend for their livelihoods, such as forests, coastal habitats,
and wildlife (see Figure 5g).

Conflicts over natural resources often have deep roots as these resources are
central to the fabric of life for many communities affected by development
projects. In different cultural contexts, these assets are not easily defined, or
titled, or monetized, and processes for allocating and determining who use these
resources may not reflect the diversity of competing interests and underlying value
for different stakeholders. This is why projects that are “resource intensive” are
often ripe for conflict and can present intractable challenges when disputes arise.

Figure 5d. Land
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Figure 5f. Pollution
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Communities and Livelihoods

Socioeconomic issues are raised by people in 60 percent of complaints to the
|[AMs (see Figure 5a). At the heart of these concerns are the real and perceived
costs of development for local communities that host the projects. Over a quarter
of socioeconomic concerns focus on loss of livelihood (27 percent). Impacts to
local assets and infrastructure, such as buildings, roads, water supplies, and land
feature in 22 percent of complaints in this category (see Figure 5h). Other issues
include access to project benefits, in terms of jobs and economic opportunities,
increase in social conflict perhaps due to uneven compensation patterns or influx
of migrant workers, and service cost increases, maybe caused by privatization
of water or electricity, or a lack of such services for communities despite the
existence of the project in their locality.



Figure 5h. Socioeconomic Impacts

6% Il Loss of Livelihood
I Impact to Local Assets/Infrastructure

[ Access to Project Benefits
I Loss of Land Productivity

‘ [ Existence of Social Conflict
I Service Costs (water, energy, etc)
Others

What underlies all these issues is how communities benefit from projects, and
how project operators and their financiers distribute such benefits. Grievances
might be based on the perception that valuable commodities have been removed
from a locality or benefits are realized downstream of the project site. Often,
these problems are compounded by a lack of awareness, understanding, or
information about the project and how its anticipated upsides and downsides for
a community will be managed.

Issues about community health and safety are raised in 29 percent of complaints
(see Figure 5a), with such concerns typically related to real or perceived harm
arising from compromised water supplies, for example, or land contamination, air
pollution, or project construction. In a small number of cases, security concerns are
raised by complainants due to allegations of intimidation or coercion (see Figure 5i).

Figure 5i. Community Health, Safety and Security
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Impacts to Indigenous Peoples and cultural heritage account for 17 percent and
16 percent of concerns raised in complaints, respectively (see Figure 5a). These
concerns typically involve impacts to customary or ancestral lands, community
consent procedures, and disruption of traditional livelihoods.



Labor issues account for just 8 percent of IAM complaints, but are an increasingly
emergent issue for some mechanisms, particularly around occupational health
and safety, rights to association, and worker compensation due to retrenchment,
wages, or workplace injury (see Figure 5)).

Figure 5j. Labor
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The work of the |IAMs provides a valuable lens through which to assess the level
of participation, equity, and sustainability experienced by local communities who
live at the coal face of projects. As global development increases, so do the risks
associated with it, and issues evidenced in complaints to the |AMs reflect the
greater pressure that exists on vulnerable communities as they compete with
others for scarce resources essential to support their livelihood needs.

Through the IAMs, affected communities have sent a clear message about the
need for sufficient consultation and information disclosure, as well as competent
project processing and adequate supervision. But the underlying issues driving
many communities’ grievances are competition over basic resources such as
land and water, tension around how public and private goods are determined
and allocated, and whether their socioeconomic priorities are being met by
development projects that affect their lives. All of these elements point to
the importance of good local implementation for development projects to be
successful. As we look forward, the work of the IAMs can also help provide an
indication of where disputes are likely arise around future projects - and why.
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APPENDIX A. ACRONYMS & ABBREVIATIONS

Institutions

ADB Asian Development Bank

AfDB African Development Bank

EBRD European Bank for Reconstruction and Development
EIB European Investment Bank

GEF  Global Environment Facility

IBRD International Bank of Reconstruction and Development
IDA International Development Association

IDB Inter-American Development Bank

IFC International Finance Corporation

MIGA Multilateral Investment Guarantee Agency

OPIC Overseas Private Investment Corporation

Independent Accountability Mechanisms

AM Accountability Mechanism for ADB

CAO Compliance Advisor Ombudsman for IFC/MIGA

ICIM  Independent Consultation and Investigation Mechanism for IDB
IP Inspection Panel for IBRD/IDA

IRM Independent Review Mechanism for AfDB

OA Office of Accountability for OPIC

PCM  Project Complaint Mechanism for EBRD

CM Complaints Mechanism for EIB
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