
C O M M U N I T Y
P E R S P E C T I V E S  O N  T H E
E X T R A C T I V E  I N D U S T R I E S

A  R E P O R T  F O R  T H E
E X T R A C T I V E  I N D U S T R I E S
R E V I E W

GINGER GIBSON, DIRECTOR, MINING PROGRAMS

CODEVELOPMENT CANADA

OCTOBER 2003

C O D E V E L O P M E N T  C A N A D A

101 – 2747 East Hastings Street
Vancouver, BC, Canada V5K 1Z8

t: 604.708.1495
e:    codev@codev.org   

i: www.codev.org



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 2

Table of Contents

EXECUTIVE SUMMARY..................................................................................................6

Acronyms and Definitions.....................................................................................8

ACKNOWLEDGEMENTS ..................................................................................................10

SECTION I:  INTRODUCTION TO THE RESEARCH...............................................................11

Context for Extractive Industries Review and Research............................................11
Poverty Alleviation and the World Bank Group .......................................................12

International Finance Corporation (IFC) ..........................................................13
Multilateral Investment Guarantee Agency (MIGA) ...........................................13

Framework for Assessing Benefits and Impacts.......................................................13
Potential Benefits of Mining, Oil and Gas for the Poor .....................................13
Potential Impacts of Mining, Oil and Gas on the Poor ......................................15

Governance and Poverty Alleviation ......................................................................16
Methodology .......................................................................................................17
Report outline.....................................................................................................18

SECTION 2:  COMMUNITY PERSPECTIVES ........................................................................20

Summary of Case Studies......................................................................................20
Bolivia’s Puquio Norte open-pit gold mine.......................................................20
Turkey’s Cayeli Bakir underground mine ..........................................................24

SECTION 3:  SECTOR REVIEW........................................................................................28

Summary of African portfolio................................................................................28
Africa - Mining..............................................................................................28
Africa – Oil and gas.......................................................................................31

Summary of Asian portfolio ..................................................................................33
Summary of Eastern Europe, Turkey and FSU ..........................................................35

Eastern Europe and Turkey – Oil, Gas and Mining .............................................35
Former Soviet Union - Mining.........................................................................35
Former Soviet Union – Oil and gas..................................................................37

Summary of Latin American portfolio ....................................................................39
Latin America - Mining ..................................................................................39
Latin America – Oil and gas ...........................................................................40



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 3

SECTION 4:  DISCUSSION.............................................................................................42

Community Perceptions of IFC investment .............................................................42
WBG criteria for benefits and impacts ...................................................................43

Employment and outsourcing .........................................................................43
Infrastructure ...............................................................................................44
Taxation and royalties ...................................................................................45
Impacts........................................................................................................46

Portfolio for poverty alleviation............................................................................47
Portfolio and partners of poverty reduction.....................................................48
Internal barriers to poverty reduction .............................................................49

Data gaps for monitoring .....................................................................................51

SECTION 5:  CONCLUSIONS AND RECOMMENDATIONS ......................................................53

Conclusions.........................................................................................................53
Recommendations................................................................................................55

BIBLIOGRAPHY ..........................................................................................................57

APPENDICES

Appendix 1: Bolivian Case Study (Spanish version only)

Appendix 2: Turkish Case Study

Appendix 3: Tables summarizing portfolio



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 4

List of tables
All tables are included in Appendix 3 in order to reduce file size.

Africa - Table Summaries

Table 1: Status of Mining Projects in Africa

Table 2: Employment figures for Mining Projects

Table 3: Project Descriptions for Mining Projects

Table 4: Mine Project Lives in Africa

Table 5: Investments and Guarantees in Mining

Table 6: Status of Oil and Gas Projects in Africa

Table 7: Employment Figures for Oil and Gas Projects

Table 8: Project Descriptions for Oil and Gas Projects

Table 9: Oil and Gas Project Lives in Africa

Table 10: Investments by the IFC in Oil and Gas

Table 11: Production levels of Oil and Gas Projects

Table 12: Oil and Gas Environmental and Social Impacts

Asia – Table Summaries

Table 13: Summary of Investments

Table 14: Asia Project Duration

Eastern Europe, Turkey and Former Soviet Union

Table 15: Projects in Eastern Europe and Turkey

Table 16: FSU Mining Projects

Table 17: FSU Development Impact

Table 18: FSU Social and Environmental Impact

Table 19: FSU Oil and Gas Projects

Table 20: FSU Employment and Development Impact

Table 21: FSU Oil and Gas Impacts



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 5

Latin America - Table Summaries

Table 22: Mining Projects Totals

Table 23: Mining Project Descriptions

Table 24: Mining Projects Development Impacts

Table 25: Mining Projects Environmental and Social Impacts

Table 26: Oil and Gas Projects Project Totals

Table 27: Oil and Gas Projects Development Impacts

Table 28: Oil and Gas Projects Environmental and Social Impacts



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 6

E X E C U T I V E  S U M M A R Y

  CoDevelopment Canada
  October 2003

The Extractive Industries Review, launched by the World Bank Group (WBG) to
discuss its future role in the extractive industries with concerned stakeholders, aims
to produce a set of recommendations that will guide involvement of the WBG in the
oil, gas and mining sectors. CoDevelopment Canada has profiled the portfolio of oil,
gas and mining insured or guaranteed by two arms of the World Bank Group,
reviewed cases of investment and discussed the mandate of poverty alleviation with
WBG staffers. The principal focus of the work has been on community perceptions of
the impacts and benefits of investment in the extractive industries, and anticipated
contributions of these industries to poverty alleviation.  

This document reviews the range of anticipated impacts and benefits in the following
regions: Africa, Asia, Eastern Europe and Turkey and the Former Soviet Republics
(FSU), and Latin America. This research employed qualitative and quantitative
methods. First, each investment or guarantee by the IFC or MIGA was reviewed
from 1993-2002. Research entailed detailed investigation of each case of investment
using publicly available data. An Access database was built to archive 44 variables
on each case of investment or guarantee. Second, interviews were conducted with
17 individuals within the IFC and MIGA to better understand insider perspectives.
Finally, case studies of IFC investments in Bolivia and Turkey were prepared on
community perspectives on the nearby mining projects.

There is little evidence from the multi-project analysis or the case studies to indicate
investments and guarantees in the extractive industries have had the outcome of
poverty reduction at the local or regional level. The goal of poverty reduction has not
been the prime mover for project development until recently. The WBG, under
pressure from civil society and from internal champions for change, has become
more attuned to the issue of poverty at the sub-national level in recent years. The
key conclusions of this study are:

• There is little evidence to indicate that poverty alleviation is achieved through
direct investments and guarantees in the extractive industries. The multi-
project analysis and the case studies indicate that historic project funding in
the extractive industries has not had the main goal or the outcome of poverty
reduction.

• A key benefit of investment for communities near the extractive industries
involves upgrading of public services due to investments or guarantees,
although government capacity and transparency with revenue remains a key
concern. These investments are typically made to improve project proponent
capacity to operate in an area but benefits can extend to the broader
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population. There is little evidence that these public services reach the
poorest people.

• Qualitative investigation reveals that the poor do not benefit from the
extractive industries. In-depth qualitative research reveals that investments
that might look like contributions to poverty alleviation (i.e., electrification of a
region, potable water systems) do not benefit the poorest because tariffs are
out of reach or distribution systems are not egalitarian.

• Community support for mining is apparent in one case study: the mine in
Turkey. At the same time, citizens launch many complaints with this mine.

• The key drivers of poverty are not reflected in the portfolio or the project goals
of the extractive industries. Gold mines and oil and gas fields comprise the
bulk of the IFC and MIGA portfolio, and the portfolio is largest in Latin
America (whereas the poorest people in the world are in sub-Saharan Africa).
Multinationals are favored in the portfolio as the majority partner, although
many joint ventures are found between these companies and smaller in-
country partners. The short life span associated with these projects is unlikely
to generate long-lasting funds and programs for poverty reduction and the
key economic goals of corporations do not favour poverty alleviation or
development outcomes.

• The bulk of the investments and guarantees are not in the poorest countries
in the world. The most diverse and successful projects occur in Latin
America, whereas in Africa mainly oil, gas and a few gold mines are running.
Economic drivers as well as risk to the investor drive project success and
investments more than development outcomes.

• Communities interviewed for case studies are unaware of the involvement of
the WBG, suggesting a lack of transparency and access to information at
local levels. Communities were able to correctly identify the company, but
often held inflated views of how much ore was extracted and how much
money the corporation made, particularly in Bolivia.  

• There is a need to develop community driven poverty assessments and
evaluations of projects with sequencing of data collection over time. Since
poverty reduction is a key goal, the communities closest to extractive projects
should become involved in participatory assessments of projects, giving prior
informed consent to plans and projects and developing poverty reduction
plans before projects begin.
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A C R O N Y M S  A N D  D E F I N I T I O N S

ARD Acid Rock Drainage, also called acid mine drainage. Acidic-metal rich
water generated from the contact of oxygen and sulfide minerals.

Active Money continues to be loaned to the company and the project is
active. (See Figure 1)

A loan An A-loan is funded with IFC’s own resources and subject to its
agreed loan terms.

A status An assignment made by the WBG which refers to the level of
anticipated environmental or social impact. “A” is the most intensive
impact and all safeguard policies and impact assessments apply.

B status An assignment made by the WBG which refers to the level of
anticipated environmental or social impact. “B” status means there is a
less intensive impact anticipated.

B loan A B-loan is managed by the IFC, but with funds from other banks or
investors whose terms may differ from those of the IFC.

BPD Barrels per day, the unit of measurement for oil extraction.

Brownfield Investment in a pre-existing extractive operation.

Cancelled The WBG went so far as to sign a legal agreement, but did not
disburse the money. Cancellation may occur because project sponsor
does not comply with guidelines, finds other sources of funds, or the
project does not go ahead, among others. (See Figure 1)

Closed The loan has been repaid after the project is complete. (See Figure 1)

Dropped The WBG never disbursed funds. Dropped status may relate a number
of reasons. For example, the sponsor may have gone broke, the
parties may not have agreed on the interest, the sponsors may have
decided against IFC involvement, or sponsor may not have met IFC
guidelines. (See Figure 1)

EIA Environmental Impact Assessment

FDI Foreign Direct Investment

Free Zone Also known as Free Trade Zones (FTZs), these zones are designated
areas for industrial or commercial operations or any other operations
involving in economic growth and development. Foreign and domestic
merchandise removed into Free Zones is eligible for tax and duty
privileges.

FSU Former Soviet Union

FY Fiscal Year (define in relation to WBG)

GDP Gross Domestic Product

Greenfield Investment in a new extractive operation.
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IBRD International Bank for Reconstruction and Development

ICSID International Centre for the Settlement of Investment Disputes

IDA International Development Association

IFC International Finance Corporation

ISO International Standards Organization

MIGA Multilateral Investment Guarantee Agency

NGO Non-governmental organization.

OED Operations Evaluation Department for IBRD and IDA.

PA Poverty Assessment

SME Small/Medium-Sized Enterprise

WBG World Bank Group

WB World Bank (includes IDA and IBRD)
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S E C T I O N  I :
I N T R O D U C T I O N  T O  T H E
R E S E A R C H

C O N T E X T  F O R  E X T R A C T I V E
I N D U S T R I E S  R E V I E W  A N D
R E S E A R C H

The Extractive Industries Review1 investigates the role of the World Bank Group in
oil, gas and mining. Prompted by a Friends of the Earth and non-profit organization
campaigns urging International Financial Institutions to phase out investment in oil,
mining and gas ventures, the World Bank responded by promising a public review.
Since the Bank’s key mandate is to reduce poverty, the Review sets out to
investigate whether or how this is achieved. Many civil society organizations and
academics assert that Bank investment in the extractive industries exacerbates
conflict, slows economic growth, lowers living standards, and bolsters corruption.2

Other EIR sponsored research has concluded that indigenous peoples have not
been consulted and have been negatively affected by Bank projects.3 Community
perspectives on the extractive industries are the principal focus of this
research—specifically communities surrounding two IFC supported mines in Bolivia
and Turkey. Community members interviewed shed light on the impact of investment
at the local and regional level and on the contribution of mining or oil and gas to
poverty alleviation. Research findings, based on in-depth community based research
and a review of IFC and MIGA investments, focus on the following themes:

1. Community perspectives on benefits from mining or oil and gas development
and practices that contributed to these outcomes;

2. Community perspectives on impacts of mining or oil and gas development
and practices that led to these outcomes;

3. Perceptions of the benefits and impacts of WBG involvement in the areas;

4. How extractive industries have or might contribute to poverty reduction and
sustainable development; and

5. Conditions under which WBG involvement in extractive industries are most
useful and criteria (indicators) for assessing this.

                                                  
1 www.eireview.org
2 Scott Pegg, Poverty Reduction or Poverty Exacerbation. 2003. Shannon Lawrence, Exposing
the World Bank’s “Development Effectiveness” Rhetoric, 2002.
3 Tebtebba Foundation and Forest People’s Program. Extracting Promises: Indigenous peoples,
extractive industries and the World Bank. 2003.
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P O V E R T Y  A L L E V I A T I O N  A N D
T H E  W O R L D  B A N K  G R O U P

The World Bank Group (WBG) established poverty reduction as central to its mission
during Roberta McNamara’s thirteen-year tenure (1968-1981), when it shifted from
“closing the gap between industrial and developing countries to alleviating world
poverty.”4 The most common measurements of poverty are based on income. A
person is considered poor if his or her consumption or income level falls below a
minimum level necessary to meet basic needs.5 The WBG generally collects data on
poverty reduction through sample surveys at the household level and reports data at
the country level.6 The WBG generally measures at a country scale; citizens rarely
do. Thus this report uses WBG criteria to assess the impact of projects with
investments or guarantees by the WBG at a regional and local level.

Only two arms of the WBG are reviewed in this report: the Multilateral Investment
Guarantee Agency (MIGA) and the International Finance Corporation (IFC). As the
private guarantor and the investment arm of the World Bank Group, respectively,
they are of particular interest. The World Bank Group consists of five institutions,7 all
owned by member countries that carry ultimate decision-making power. The term
"World Bank Group" encompasses all five institutions; the term "World Bank" refers
specifically to two of the five, the International Bank for Reconstruction and
Development (IBRD) and International Development Association (IDA). In the mining
sector, IBRD and IDA often provides loans to provide financial and technical support
to mining countries to enable them “to assess, adjust, and reform their mining
development programs. The reform centers on stimulating greater private sector
participation, privatizing state-owned assets, and establishing the conditions for
sustainable minerals development.”8

Each arm functions independently, although their services, loans and guarantees
often buttress each other. For example, while the IFC provided financing to the new
aluminum smelter in Mozambique, MIGA provided advice to the government on
establishing a free trade zone. IDA money was loaned to the government to promote
institutional reform, development of the geological knowledge base and an
environmental management system, and the establishment of a Mining Project
Coordination Unit.9

                                                  
4 Tamar Gutner. Banking on the Environment: Multilateral development banks and their
environmental performance in Central and Eastern Europe. 2002, p. 50.
5 World Bank Group. Measuring Poverty. http://www.worldbank.org/poverty/mission/up2.htm.
Viewed July 7, 2003.
6 Ibid., 2003.
7 The other branches of the WBG are International Bank for Reconstruction and Development
(IBRD), the International Development Association (IDA) and the International Centre for the
Settlement of Investment Disputes (ICSID).
8 WB and IFC. Mining Reform and the World Bank: Providing a policy framework for
development. 2003, p. 7.
9 IDA. 2001. Mineral Resources Capacity Building Project.
http://www4.worldbank.org/sprojects/Project.asp?pid=P001808
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International Finance Corporation (IFC)

The IFC was established in 1956 as the “private sector arm.” Today, the IFC is the
world’s largest multilateral source of loan and equity financing for private sector
projects in developing countries. The mission is “to promote private sector
investment in developing countries, which will reduce poverty and improve people’s
lives.”10

Multilateral Investment Guarantee Agency (MIGA)

MIGA was established in 1988 with a mandate to encourage the flow of foreign
direct investment (FDI) to its developing member countries for economic purposes.
MIGA offers long-term political risk insurance coverage to eligible investors against
risks such as transfer restriction, expropriation, breach of contract or war and civil
disturbance. MIGA offers guarantees, as well as technical assistance programs to
aid member countries in attracting FDI.

MIGA does not provide a large proportion of its guarantees to the extractive
industries; given this fact, less attention is paid in this report to its role. MIGA’s has
issued guarantees for foreign investment in only six oil and gas projects since  1994
and has issued insurance for 24 mining projects, out of a total of 378 projects with
foreign investment. 11

F R A M E W O R K  F O R  A S S E S S I N G
B E N E F I T S  A N D  I M P A C T S

The methods for assessing impacts and benefits at a macro and micro level vary. In
this study, the framework for understanding what changes occur due to investment
in the extractive industries is drawn largely from WBG literature. Although it is
acknowledged that many analysts disagree with this framework, this approach was
selected, as it is the WBG methodology and framework that drives project selection,
implementation and evaluation. These categories of impacts and benefits have been
used throughout this study to evaluate at local and regional levels whether poverty
alleviation is an outcome of investments and guarantees.

Potential Benefits of Mining, Oil and Gas for the Poor

Poverty reduction, according to the perspective of WBG analysts, is closely tied to
growth in gross domestic product per capita, which "whether based on the creation
of mineral wealth or on other assets, can also be expected to reduce poverty profiles

                                                  
10 IFC. Promoting environmentally and socially responsible private sector investment.1999.
11 MIGA. MIGA Guarantees in Extractive Industries. Unpublished Appendix submitted to the
Extractive Industries Review.
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overall."12 Analysts assert that micro-effects of managing mineral wealth can be
observed in a variety of ways:

• Jobs. Extractive industries can provide jobs directly at the project site, or
indirect project employment. Bank analysts use a multiplier ranging from two
to 37 to estimate indirect project employment, and assert that it can be as
high as 14 times, as they report in the case of the gold mine Yanacocha,
Peru.13

• Outsourcing. Extractive industry investment may generate growth in lateral or
downstream businesses, generally captured through the multiplier applied to
employment.

• Infrastructure. Extractive industry project funds, and project development in
general, can provide for physical infrastructure—such as development of
roads and ports, provision of power, construction of schools and hospitals.

• Capacity building. Investments can be made to improve social services, such
as health or education, with an aim to increase accessibility to the poor.14

They may also contribute towards education and training.15 Some companies
create foundations, which can help communities learn “how "to organize, how
to negotiate with both companies and central governments, and how to take
advantage of the opportunities offered by the mining operations."16

• Planning. Geoscience and mapping data can aid exploration for mining and
oil and gas.

• Energy provision and/or creation of markets for domestic energy raw
materials.17 Depending on the nature of the project, extractive industry
projects can either provide energy to the national grid (coal, oil and gas
projects), or become major utilizers, and therefore purchasers of, domestic
energy sources. For example, the Mozal aluminum smelter in Mozambique
uses  four times more power than the country does.

• Taxation. Depending on the structure of the taxation system, extractive
industries may be among the largest contributors to the national tax coffers,
and according to Bank staffers can provide from 2-20% of total country tax
receipts.18 Project scale appears to be important, with data from a 2002 study
showing that "investment, production, and fiscal revenues confirmed that the
amounts of investment and production for the large mines are of major
significance to the economies of the Andean countries. By contrast, medium-
scale mines are not significant from a macroeconomic perspective".19

                                                  
12 WB and IFC. Treasure of Trouble? Mining in developing countries, 2002, p. 13.
13 WB and IFC. Large Mines and Local Communities; Forging partnerships, building
sustainability. 2002.
14 Presentation by Monika Weber-Fahr. Mining, Sustainability and Risk. PDAC Convention. 2001.
15 Ibid., p. 7.
16 Ibid., p.7.
17 Weber-Fahr, et al. Mining. In Macroeconomic and Sectoral Approaches? A sourcebook for
poverty reduction. 2002. V. 2.
18 Weber-Fahr. Mining, Sustainability and Development. 2001.
19 Ibid., p. 4.
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Potential Impacts of Mining, Oil and Gas on the Poor

The WBG also notes that projects can have social, cultural and environmental
impacts. Some of the negative impacts noted by the Bank may include:

• Environment. A range of impacts, from air pollution, to noise, to tailings
management or threats to food and water security may be experienced, as
well as global warming.20

• Health and human development. Many projects come with an attendant
increase in prostitution, drug abuse and related diseases, among others.
Companies can mitigate human health impacts.21

• Occupational health and safety. As with human health, companies can
implement systems to reduce impacts on worker health and safety.

• Socio-cultural changes. The influx of people and new technologies can lead
to changes in traditional socio-economic relations, and increase in envy
created by new economic opportunities.22 Extractive industry projects may
also lead to dramatic changes in women’s roles and responsibilities, as well
as their workloads.

• Inadequate planning for mine closure. With economic restructuring, many
projects have experienced job losses. Early closure can lead to increased
poverty and insufficient planning. Budgeting for closure can increase
exposure to risks.

• Negative impacts on non-extractive industry sectors. Housing price increases,
population shifts, and increased pressures on services, among others, may
affect people who are uninvolved in the extractive industries.23

These categories of impacts and benefits have been used throughout this study to
evaluate at a project level whether poverty alleviation is an outcome of investments
and guarantees.

                                                  
20 Gutner, Tamar, 2002.
21 MMSD. Breaking New Ground. London, UK: IIED.
22 This term, envy, used in one publication is not defined. Does the author mean stratification of
wealth through exacerbation of class divisions? Weber-Fahr et al. In Macroeconomic and
Sectoral Approaches? A sourcebook for poverty reduction. 2002. V.2,  p. 8.
23 Ibid., 2002. V. p., 444.
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G O V E R N A N C E  A N D
P O V E R T Y  A L L E V I A T I O N

Governance is a key factor affecting whether the poor will experience positive
benefits of extractive industries, or whether they will only suffer the negative, both at
a national and regional scale. Central governments manage mineral wealth and
distribute wealth to regional or municipal governments, acting as the primary link
from mineral wealth to poverty alleviation. WBG documents identify institutional
stability and strong governance in extractive industry economies as critical to the
success of poverty alleviation. This is a key message of the WBG’s 2002 OED
report,24 echoing previous reports.25 The OED report indicates that Bank analysis of
governance or institutional stability in advance of investment is weak. Interviewees at
the WBG support this analysis and extended it to the IFC, suggesting that
coordination between investment and policy analysts in different branches of the
Bank is weak, although intra-organizational cooperation is showing improvement
over time. The OED report found:

Most extractive industry projects are not the result of a governance-informed
sector assistance strategy. Even in those (projects) that followed governance-
focused Country Assistance Strategies, there is no indication that the decision to
support increased investment was preceded by an analysis that considered the
likely benefits and risks of such investment in the light of the quality of
governance.26

The IFC and WB recognize a need to build "institutional stability and improve
economic management is most urgent in countries where the mining sector
dominates an economy and where poor economic management and weak
institutions are persistent features."27 And further, the suggestion is made to involve
multilateral institutions and bilateral donor agencies to support these countries
through programs specifically dedicated to strengthening governance, economic
management, and institutional capacity.28

Governance clearly needs to be addressed if the goal of poverty reduction is to be
achieved. One of the issues exposed through this project is that there has been little
examination of the entire portfolio of extractive industry projects. CoDevelopment
Canada and the Extractive Industries Review have attempted to fill this analytical
gap.

                                                  
24 World Bank, OED, Evaluation of the World Bank Group’s Activities in the Extractive Industries
Factoring in Governance. Washington, 2002.
25 See Lawrence, 2002.
26 OED,  p. iii.
27 WB and IFC. Treasure of Trouble? Mining in developing countries, 2002, p. V.
28 Ibid.
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M E T H O D O L O G Y

CoDevelopment Canada employed qualitative and quantitative methods for this
study. To begin with, we developed a database (using Access Software) to manage
independent variables on all current and abandoned extractive industry projects with
funding from the IFC and MIGA during the period of 1993-2002. Each oil, gas and
mine project was reviewed by a researcher. Investments by the IFC were
categorized by their status in the portfolio. Figure 1 portrays the process for
investment decisions by the IFC. Many factors can contribute to a project becoming
dropped or cancelled, such as change of project by the sponsor, partnerships with
other investors, or inability of the sponsor to comply with WBG guidelines or best
practice, among others.

Data collection relied on available data on investments and guarantees from the
Bank website, newspaper archives, economic databases, and existing gray
literature. It should be noted that information that is not available or requires a fee for
access does not form a basis for this report. Our interest was to profile the existing
portfolio using existing publicly available information.29 The Access database was
used to analyze patterns, manage data and develop tables included in this report.

Analysis of the patterns of investment was done to identify the main trends in
investment on a geographic basis. Data variables investigated for each project in the
IFC and MIGA portfolio include:

• Project name and region

• Country and country risk (as assessed by the WBG: high, medium and low)

• Project life, status and description

• Reserve size, grade and tonnage

• World Bank Category (A, B or C)

• Project value and Bank contribution

• Population

• Accidents and fatalities

• Project open and close date

• Closure plan and description

• Resettlement

• Employee numbers and relocation

• Development, environmental and social impacts

                                                  
29 The argument behind this rationale is both logistical and philosophical. Logistically, NGOs like
CoDevelopment do not have access to funds needed to get information available on corporate
"insider" databases. Philosophically, it is in the interests of the Extractive Industries Review to
determine just how much information on these publicly funded projects is available for that
selfsame public's perusal. Only with accessibility and transparency, the argument goes, will
accountability follow.
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• Poverty indicators. Poverty indicators that were investigated are at a country
level, drawn from the Human Development Index. For example, we included
stunting of children under the age of five, infant mortality, and education
statistics, among others.

In-depth case studies were completed in Bolivia and Turkey. After reviewing all
cases with IFC and MIGA investments and guarantees, we narrowed down projects
for community research by eliminating:

• Closed or dropped projects;

• Coal, consulting, credit facilities and smelters, because they represent a small
proportion of the portfolio, and

• New or repaid projects.

We chose to review two mining projects, both an underground and surface mine, so
that we might usefully compare and contrast results. Interviews in each site were
conducted with close to 50 individuals in each case, using parallel interview guides
and processes. Individuals from the region completed the case studies, ensuring
familiarity with local culture. Finally, data was verified and corrected through
interviews with 17 IFC and MIGA staff members. Data from interviews is integrated
throughout the report.

R E P O R T  O U T L I N E

Section 1 provides the background for this research. Section 2 presents the results
of the reviews of community perspectives on the extractive industries. Section 3
provides all raw data from the study, including summaries of investments and
guarantees and review of the two case studies. The reader will find summaries of the
investments and guarantees of the IFC and MIGA broken down on a geographical
basis in this section. Each region is reviewed and analyzed, and tables summarizing
investments and guarantees are included. In Section 4, the data is discussed in
depth. Finally, Section 5 captures the main conclusions and recommendations of the
study.  Appendix 1 and 2 include the case studies commissioned for this research
(Bolivia and Turkey) and Appendix 3 captures all the tables. They are included
separately in order to reduce the overall size of the report.
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Figure 1: Process for Developing an IFC Loan
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S E C T I O N  2 :  C O M M U N I T Y
P E R S P E C T I V E S

S U M M A R Y  O F  C A S E  S T U D I E S

CoDevelopment Canada commissioned in-depth reviews of community perspectives
of mines in two countries, Bolivia and Turkey. Researchers from the regions, familiar
with the political and cultural context, carried out research in the field during July of
2003, relying on documentation and open-ended interviews with up to fifty people in
each case. Full research reports are available as separate documents (See
Appendix 1). Key findings are summarized in this section. Although generalizations
cannot be made about the entire portfolio of the IFC based on these two case
studies these cases are illustrative of perceptions of current practice by companies
that are partners to the IFC. We did not select MIGA guarantees or oil and gas
operations for investigation because MIGA has a comparatively small portfolio and
we aimed to have a basis for cross-case comparison by reviewing two cases of
mining.

Findings common to the two cases are that virtually no one interviewed for the
studies was aware financing for the mine came from the IFC. In addition, community
members felt that the respective companies have not been transparent about
communication mechanisms, grievance procedures and social and environmental
issues. Finally, and most importantly, no one interviewed in this research felt that
mining investment had contributed significantly to poverty alleviation in either
country.

Bolivia’s Puquio Norte open-pit gold mine

Dr. Fernando Loayza Careaga and Ismael Franco of Andean Investments S.A.,
subcontracted by CoDevelopment Canada, conducted this evaluation of community
perceptions. For a full summary of the case study, please see Appendix 1.

Compañia Minera de Sur (COMSUR), a medium-sized poly-metallic mining
company, requested IFC's support to finance the development of a gold mine at
Puquio Norte in 1994. The project consisted of the development of a small open-pit
mine and related facilities. The project processed about 500,000 tonnes per annum
of ore, yielding about 33,000 ounces per annum of gold. This represented
COMSUR's first gold mining project and reduced the company’s dependence on its
traditional revenue sources of zinc, lead and silver. The loan to Puquio Norte
involved US$22 million (estimated) of which IFC will provide an "A" loan of US$7.5
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million, a "B" loan of $5.0 million, and an income-participating loan of $0.8 million.30
The mine closed in 2002.

This mine was chosen for review for a number of reasons. First, as a recently closed
mine, community perceptions of the company and the mine are likely to be relatively
well formed, as opposed to a more recent investment. Second, the mine is close to a
small community, especially the community of San Ramón, but also half-way
between the cities of Santa Cruz and Trinidad. Third, this loan has been followed by
other loans to other COMSUR mines, so practice in this mine can be indicative of
future efforts by this same company. And finally, this mine falls under the IFC’s
Category A status, which implies that it may have profound environmental and social
impacts and that it should be privy to the highest standard of evaluation.

Key findings include:

• The principal positive impact of the presence of the mine in the area is seen in
public services, through improved electricity and water distribution systems;

• The poor have experienced a marginal trickle down of money, public services
and health and education opportunities through this mining investment. The
poorest people in the region are still not connected to water distribution systems,
cannot access electricity and were not employed by the mine.

• Community members historically have had little access to information about the
mine, although some data on reclamation and environment has been
disseminated. Community members have three key information needs, including:
possible future impacts on the environment, amount of taxation and royalties paid
to the state, and details of the support given to the municipal authorities by the
mine. In the absence of information, community members have inflated visions of
how much money has gone to the state and how much gold has been extracted
and processed. Without past transparency on finances and taxation, community
members distrust the company and the government.

Using the World Bank Group’s own categories of impacts and benefits that are
anticipated through mining investment (See description in Introduction of this report),
this case study has determined interviewees perceive the following impacts and
benefits due to the presence of this mine in the region:

• Employment: The company employed roughly 120 people (although this varied
from 80-120 through the seven years of operation), and paid salaries
approximately five percent higher than local salaries. Around 70-90 jobs were
provided to San Ramon residents, a highly mixed population due to large
population inflows before the mine was established. Only 10-30 jobs were
provided to natives of San Ramón. The remaining employees were brought to
the region from the west of Bolivia.

• Outsourcing: There was a marginal increase in services and goods procured
from local business owners, restaurants and hotels, due to the fact that the area

                                                  
30 IFC. Project Documentation. 2002.
http://wbln0018.worldbank.org/IFCExt/spiwebsite1.nsf/0/a53375bdd9e1ca3e852568b00064a34f?
OpenDocument. Reviewed July 8, 2003.
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had already experienced an influx of business from highway construction and
artisanal mining.

• Infrastructure: Electricity and water provision greatly improved during the tenure
of the mine. In partnership with other agencies, the company funded
improvements to electricity provision systems through partial financing of a gas
pipeline, and also funded a study regarding possibilities for new water systems.
Upgrading was achieved on both water and electricity. The poorest people still
cannot afford to pay for electricity or water, and prices are anticipated to increase
as the company leaves maintenance of the systems to other organizations,
particularly of gas pipeline to a local company. Prices for electricity are 180%
higher in San Ramón than in the nearby community of Santa Cruz. The tariff is
high because the region is sparsely populated with low population density. As a
result, only 35% of the community can afford access to electricity. The company
also bequeathed buildings that
were in use by the mine to the
community, after being
pressured to do so by the
municipality.

• Capacity building: The mine
provided funds to support the
children of employees in the
mine, as well as 25% of the
funds for six classrooms. With
closure, there will be less
money available. The
community already had a
hospital, but the mine paid for
employee health benefits,
which increased funds
available for the hospital and
salaries. There is no transition program for the hospital now that the mine is
shutting down.

• Taxation. The mine did not publish amounts paid to provincial administration,
even though the community continues to seek this transparency.

On the other hand, the mine has negative impacts as well:

• Environmental impacts. This study did not investigate in depth the environmental
impacts, but did determine that although the company was open to provide
environmentally related information, a majority of community people doubt the
accuracy of this information.  They have not received or were exposed to
independent environmental assessments or reviews.    

• Health and developmental impact. Community members report no significant
increase in prostitution or use of alcohol in the area.

• Sociocultural changes: There has been huge in-migration to the zone, which has
allowed for the mixing of cultures, due to the building of a new highway and gold
mining. The western culture has predominated, with some external clues to the

Women’s work is still unaffected by modernization.

 Photo: Ismael Franco
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change this implies. Spanish has overtaken Quechua and Aymara, women are
not wearing traditional dress, and more single mothers are apparent after the
zone opened up to informal mining and transportation. These are clues to the
cultural change that is occurring in the region, although this is certainly not due
solely to the presence of
the mine. With respect
to gender issues,
women are not involved
in the mine, but are
seen in more political
posts than they
previously were.

Closure risks: Many of the
workers at Puquio Norte
have been offered work at
the new underground Don
Mario mine, also developed
by COMSUR with IFC
loans. Only 30 people have
accepted the offer, and they
stay at the mine and return
on days off to their families.
The mine is now closed and
is guarded by two people, which has proven insufficient. When rumours of remaining
gold began to flourish, artisanal miners flooded the mine and through they found no
gold, they did scavenge the lining of the walls of the dykes from the tailing dam to
use as material for the roofs of their houses. This poses a security and safety risk to
the mine and surrounding areas.

• Non-mining sectors: In-migration has changed the fabric of the population, put
some pressure on housing and increased the cost of living in the region. Without
the presence of the mine, the government will need to pick up education,
healthcare and infrastructure costs for the region.

Buildings given to the municipality by the mine.

Photo: Ismael Franco
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Turkey’s Cayeli Bakir underground mine

Dr. Ayse Kadayifci-Orellana of American University, subcontracted by
CoDevelopment Canada, conducted this evaluation of community perceptions.

Cayeli Bakir Isletmeleri (CB) is a copper and zinc underground mine located in
Cayeli district of Province of Rize in northeastern Turkey. Canadian mining
company, Inmet Mining, owns 55% of CB and Eti Holding, a government institution,
owns the remainder. Although mining activities date back to 1930s, the CB Project
began in 1990 and commercial production started in 1994. The company may
access new ore, extending the operation by seven to eight years, leaving the mine
operative for another 13 years.

CB produces copper and zinc concentrates destined to foreign smelters. These
concentrates are exported through the port facilities at Rize. CB received a US$75
million loan from the IFC. This loan was given to the company in two installments of
US$45 million and US$30 million. According to IFC, the project set out to develop an
underground copper and zinc mine in the region with associated concentrator and
infrastructure.31 CB produces copper concentrates at 160,000 tonnes per annum
(tpa) and zinc concentrates at 90,000 tpa. With its private sector majority
shareholding it is the first mine to be established as a foreign operated joint venture
in Turkey.

This mine was chosen for review for a number of reasons. As with the case study in
Bolivia, this mine has been around for a while, thus opinions should be well formed.
Second, the mine is close to two communities: Madenli and Cayeli, with populations
of 3720 and 26,000 respectively. And finally, this mine also falls under the IFC’s
Category A status, which implies that it may have profound environmental and social
impacts and that it should be privy to the highest standard of evaluation.

Key findings include:

• Community members in both Cayeli and Madenli perceive the company to be
estranged and isolated from the community, with little to no communication
mechanisms and no grievance options available.

• All community members interviewed for this research were in favour of the mine;
although they feel there has been little to no developmental impact achieved
through its presence.

• There is distrust and concern between the communities and the mine, due in part
to a number of events that were mentioned by interviewees. These events
include: layoffs of injured workers who cannot work underground; hiring of new
subcontractors; suspicions of health impacts due to the mine; concerns with
cracking of the foundations of houses due to use of dynamite at the mine, and
feelings that the mine can influence the police and the inspectors of the mine (a
concern expressed only by a few individuals).

                                                  
31 Project Summary Sheet IFC’s extractive Industries Projects FY1993-FY2001.
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Using the World Bank Group’s own categories of impacts and benefits that are
anticipated through mining investment, this case study has determined interviewees
perceive the following impacts and benefits due to the presence of this mine in the
region:

• Employment: According to the General Manager of the mine, there are 381
employees, with 70 subcontractors. Expatriates hold six positions, including that
of general manager, financial manager, metallurgical manager, technical
manager, chief geologist and mechanical engineer. Wages are roughly $1070 for
local employees per month, with higher salaries going to expatriates. Twenty
women work at the mine, largely in administration, purchasing, laboratories and
marketing.

• Outsourcing: The company estimates that US$4.2 million in contracts and
expenses go to the local economy, and another equal amount goes to net salary
payments. The General Manager anticipates that 31% of annual revenues stay in
the province of Rize which includes Cayeli and Madenli. Community members
don’t feel that outsourcing occurs frequently enough. For example, concerns
were raised with an Israeli company contracted to develop an underwater piping
system. Also, metal processing doesn’t take place in Turkey, another missed
value-added opportunity.

• Infrastructure: The company maintains that they contribute to infrastructure
through consumption of electricity and water. Also in the past they have provided
funds for upgrading of a football field, and a heating system for the school.

• Capacity building: There are no known contributions made by this company to
health initiatives. Programs for employees include first aid and drivers training.
The company provided supplies to schools and scholarships for some students,
but expenditures are not known nor is duration of these contributions. The
municipality of Madenli uses royalties to provide scholarships to students.

• Taxation. By law, the company provides two percent royalties to the municipality,
amounting to US$230 million in FY2002. Also, the company estimates that they
pay real estate tax of $85 million and charges for electricity of $4-5,000. The
municipality of Madenli is one of a few municipalities that is debt free to the
central government. Money is used to rebuild roads damaged by the company,
build new water ways that are damaged by mine explosions, but also to provide
scholarships to students. Approximately 63 students have been provided
scholarships recently. Community members did not mention worries or
suspicions with respect to misuse of these funds, and most were aware that the
company pays taxes and royalties.

According to interviewees, the mine has impacts as well:

• Environmental impacts. Citizens are largely concerned with impacts of dust,
noise and impacts of dynamite use in the region. Although they have raised
complaints to the mine, interviewees feel that management has been
unresponsive about these concerns, especially about the issue of dust around
the port. On the whole, citizens were satisfied with what they knew of
environmental management procedures, but had concerns about these issues.
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• Citizens complain of changes to the water table in the region, damage to the
water supply system, municipal road damage, and damage sustained to houses
through dynamite use in the area. Villagers argue that dynamite explosions three
times a day (7:30 am, 3:30 pm and 11:30 pm) wake children and cause damage
to their houses. Investigators that were informed of damage inspect damage that
has been complained about, but because they inform the mine of their visits, the
mine is vigilant when they are about and blasting within regulations. Villagers
also complain of landslides in the region. Some people have pursued claims
against the mine for damages to houses, but with little success. Most people
refrain for fear of losing their jobs (or the jobs of relatives).

• Health and developmental impact. Interviews with labourers or family related to
mine staff reveal that people are generally satisfied with the health and safety
standards of the mine. When accidents do occur, the onus is placed on the
employee to pursue a claim through
the courts. Until a court assigns fault,
the company will not compensate a
worker. Further, community
members are concerned that the
dust from the mine may lead to lung
disease. The company has not
endeavored at all to communicate
health and safety issues to the
broader population. Community
members have noticed some
minimal increase in prostitution, but
associate this with the opening up of
the border, and alcohol abuse.

• Sociocultural changes: The prospect
of employment at the mine has led to
an influx of people from other
regions, but this is not solely
associated with the mine. There was
also immigration to the region for the
tea production and construction
work. Subcontractors came to the
area from the south east of turkey
come to Cayeli to work in the mine.
The region is fairly well developed,
with a strong culture and
infrastructure, so community
members have not noticed changes
in values or culture. There has been no change in the status of women. Some
women were compensated when they sold their land to the company. It is family
practice to gift less desirable agricultural land to daughters and hence women
largely owned the undesirable land surrounding the mine. Their resulting
increase in wealth was the cause of some envy in the area.

The owner of this seriously damaged house claimed he lost his
case against the mine because the inspector who came to
determine the damage was "influenced".
Photo: Ayse Kadayifci-Orellana.
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• Closure risks: The mine has
begun planning for closure,
although details are sketchy at
this point. No one in the
community was able to identify
when the mine would close,
highlighting the marked lack of
communication between the
communities and the mine.

• Non-mining sectors: There has
been an increase in rent in the
region.

Children from the community watch interviews.

Photo: Ayse Kadayifci-Orellana.



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 28

S E C T I O N  3 :  S E C T O R  R E V I E W

S U M M A R Y  O F
A F R I C A N  P O R T F O L I O

In this section, the guarantees and investments made by the IFC and MIGA are
reviewed on a geographical basis. Each investment was profiled, using the methods
described in the Methodology description in Section I. A further breakdown by oil and
gas vs. mining is made, considering the vast differences between the two industries.
Each section reviews the benefits and impacts that can be anticipated based on the
available literature on each case. It should be noted that data is scarce for many
variables. For example, oil and gas projects rarely report the number of employees.
In the absence of guidelines on reporting, each company reports data on
employment, capacity building, and other variables in its own unique way. Although
researchers were systematic in their search strategy for data, where data is not
reported, no conclusions can be made about a project. Tables summarizing mining
or oil and gas investments and guarantees for each region are displayed in an
Appendix (See Appendix 2).

Africa - Mining

The IFC and MIGA have invested in and guaranteed 12 mining projects (11 by IFC
and one by MIGA) in Africa. Gold mines are an economic success in Mali, Ghana
and Tanzania. However, base metal mines are closing for a variety of reasons,
including price of commodity collapse (Kasese), uneconomic deposits (Syama), and
conflict (Sierra Rutile) (See Table 1: Status of Mining Projects in Africa). Konkola
Copper in Zambia no longer has investment from the IFC after the mining company,
Anglo-American, withdrew from the mine, although the mine continues to run. Many
of these mines have prematurely closed—and although the prospect of reopening
exists, they have raised expectations and provided employment for a short period of
time. Only four mines continue to operate, and these are all gold mines, although an
aluminum smelter in Mozambique is currently expanding capacity.

Many new jobs have been maintained or created with the assistance of WBG project
investments (a minimum of 3815 in Africa through mining). Some of these jobs have
subsequently lost their jobs due to mine shutdowns (1600).  Mines are shutting down
for reasons noted above and employment losses at individual mine sites range from
100 to 1000 (See Table 2: Employment Figures). It is also unclear how the
companies or the World Bank worked with people post-closure to gain new
livelihoods.

Overall, spending and support by mining and oil and gas companies in health,
education and social programs is extremely variable (See Table 2 and 7). Some
companies report huge investments in education and health, with some even
reporting their programs for communication of project developments. Others
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communicate little to nothing—and while this is not necessarily proof that nothing is
being done, it points in that direction. Land use clearly impacts communities as well,
and in some regions extraction activities are dominant, particularly in operations in
Ghana. In some cases, resettlements have been a reality of project development but
data is scarce on most resettlements. All reported resettlement programs in Africa
are related to mining rather than oil/gas projects. Projects that have included
resettlements are:

• Chad-Cameroon Pipeline Some, but unclear on numbers;

• Ghanaian Australian Two villages resettled, unclear how many
families;

• Kahama Mining Corporation Artisanal miners resettled, unclear how many;
concerns with legality but resettlement prior to
MIGA guarantee;

• Kasese Cobalt Nine families resettled;

• Konkola Copper mine 1000 relocated from a Lubengele tailings dam
area. Consistent with WBG guidelines;

• Mozal Smelter Eighty-six households were relocated and
provided with housing, water supply, agricultural
land and agricultural inputs as per the publicly
disclosed Resettlement Action Plan for the
Beluluane Industrial Park. Agricultural land and
agricultural inputs were provided to an
additional 1,200 households having some claim
to the project and surrounding areas. The
conditions of the project affected population are
monitored on a quarterly basis by an
independent consultancy.

• Sadiola mine Two villages with 1,750 people; and

• Sierra Rutile 14 villages and 5600 people.

Resettlement guidance is constantly evolving at the WBG, but the fact that statistics
are not consistently reported and are vague, is reflective of the tendency in the past
to resettle without substantive monitoring or follow-up.  

Some investments in upgrading and environmental clean up are noted. Further,
roughly half of the investments are in new mines. A few investments in brownfield
mines (already open mines) have improved performance or cleaned up existing
problems, such as acid rock drainage. Most brownfield investments aim to improve
performance. Zambia’s copper mine was promising because of the hope of
implementing new technologies to reduce environmental impacts, but the mine is in
a tailspin, after a major foreign investor withdrew from the project. Similarly,
Uganda’s cobalt operation was an example of environmental remediation through
mining. The mine was re-working old tailings with the spin off benefit of reducing the
availability of heavy metals that were leaching from a previous operation. After its
recent closure, concerns for renewed acid rock drainage arise. New mines, or
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greenfield investments, are seen in roughly half of the cases (See Table 3: Project
Descriptions).

All projects generate revenue for governments over a short period of time. Many are
partially state-owned (See Table 2: Employment Figures). Some of the larger
investments by the WBG in projects have been seen in the smelter in Mozambique,
large scale mines in Mali and through guarantees for political risk insurance in
Tanzania (See Table 5: Investment and Guarantees). One of the largest
contributions to country revenue is seen in the Mozal aluminum smelter in
Mozambique. Many of the projects have had short lifespans (See Table 4: Mine
Project Lives in Africa) due to unanticipated closures, hence their net contribution to
poverty reduction through state programs can be anticipated to be low.

Very few projects describe in depth their personnel training, education and capacity
building, although one project directly invests in building mining expertise in Africa.
Mining and Contracting services (MACS)32 is a joint venture between two
companies, Ausdrill and Henry Walker Eltin of Australia, which aims to build the
capacity of African Mining companies to integrate environmental management
systems. The company is to provide contracting services to mining companies and in
Africa is already consulting in Ghana.

Very few mines have publicly available closure plans in place, although this is an IFC
requirement. Five of the mines have closure plans and the details available on them
are very sparse. Closure plans, as well as social and environmental impact
assessments, are becoming a standard for operation, and should be developed to
avoid the phenomena of orphaned mines. Also, communities surrounding mines that
are shut down may or may not be suffering from the affects of the shut down—but
without documentation, onlookers are unable to judge.

A recent trend in African investments is towards establishing credit facilities or
consulting firms— with the aim of building small and medium scale enterprises. For
example, loans and equity investments to two Australian mining firms have
established the aforementioned MACS, a firm that will provide expertise on
environmental management systems to mines in Africa. A Local Contract Credit
Facility in Nigeria is another example of the nature of support for small and medium
scale enterprises, provided indirectly through a partnership between the IFC, Shell
Oil and Diamond Bank.

This Local Contract Credit Facility represents an investment risk—it will involve
funding and designing a $30 million facility to “provide financing to local oil service
contractors, working with a leading Nigerian bank and the largest oil producer, Shell.
The project generated controversy because the Niger Delta is a politically sensitive
region and a difficult terrain in which to generate sustainable economic activity.”33

IFC’s Annual Report acknowledges the risk this project involves, in that it provides
working capital and medium-term financing to allow local firms to expand the

                                                  
32 Henry Walker Eltin, one of the sponsors, is one of the world’s largest contracting companies
that provides earth moving services in addition to environmental services.
33 IFC 2002c.
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businesses they can do with Shell’s joint-venture company in Nigeria. The reputation
of Shell in this region has been criticized for many years.

Both institutions offer technical assistance to companies and governments. For
example, MIGA advised Mozambique in 2002 in its free zone development efforts
under the World Bank-funded Enterprise Development Project. “The Beluzone site is
attractive to suppliers of goods and services to Mozal (the aluminum smelter with
loans from IFC) and will feature an industrial park where local businesses that link to
free zone firms will be encouraged to locate.34

Africa – Oil and gas

The IFC and MIGA have invested in or provided guarantees to 12 oil and gas
projects through the years 1993-2002 (with two loans still not disbursed).

Oil and gas investments seem to continue to be open, generating revenues for
governments, and therefore are faring better for longevity than mining
investments—although data is limited. Loans continue to be provided, and more
loans are active than are closed (See Table 6: Status of Oil and Gas). A number of
loans and projects have been dropped (in Cote D’Ivoire, Tunisia and Nigeria) for
reasons that are unclear. If the above discussion seems somewhat vague, this is
reflective of the fact that accessing information on oil and gas extraction projects
proves much more difficult than in the hard rock mining industry.

The picture of employment is difficult to draw for oil and gas investments, as records
on employees are not as easily found as in mining. With some of the larger
investments, a record number of employees are found, such as in the Chad-
Cameroon pipeline project where 12,000 people will work (including construction).
Figures available for other sites show low numbers for employment, such as in the
Pecten offshore fields in Cameroon, where only 200 people work (See Table 7:
Employment Figures).

Oil and gas investments have been made in smaller capital projects as well as in
extension of credit to build up indigenous firms. Two investments stand out as
different from the usual extension of loans to large scale and medium scale projects.
These include a credit or revolving fund project which extends funds through specific
organizations (e.g., through Shell and Diamond Bank to applicants in the region) and
the credit extended to Adamac, an indigenous contractor in Nigeria. The former
investment has been criticized because of the risk of tarnishing reputation capital
through associating with Shell (See Table 8: Project Descriptions). Another loan to
an UK based company, Osprey, will provide seed capital to cover the establishment
and operational costs of the company for one year. The IFC will also provide
financing for smaller, domestic operators and oil producers and service providers in
Africa. The IFC and the Crédit Lyonnais Bank of France are both involved. (Note:
These two investments are not profiled in the data tables as funds are not
disbursed).

                                                  
34 MIGA. 2002.
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Closure plans, though they may be in place, are rarely mentioned and project life is
also hard to track. Information is less easily accessed on a few variables in the oil
and gas sector, including on closure plans, project life and employment. Indeed, very
few projects describe their plans for closure. With respect to project life (See Table
9: Project Lives), because the reserves are large, many investments should last for a
minimal of 10 years, barring closure for other reasons.

Oil and gas investments tend to be in large reserves. The total value of many of the
projects is quite high, with the Chad-Cameroon pipeline being the most and the
credit extensions being the least (Adamac and Local Contractor Credit in Nigeria).
(See Table 10: Investments by IFC) Five of the investments are in major fields, with
a high production level of barrels per day (See Table 11: Production levels)
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S U M M A R Y  O F  A S I A N
P O R T F O L I O

Asia’s picture for oil, gas and mining with respect to projects with investments and
guarantees doesn’t resemble any other continent. For example, there is only one
gold mine with investments in this region, reflecting the fact that investment by the
WBG in the region has been focused on energy raw material extraction. Private
banks are very willing to lend in Asia, possibly representing one of the primary
reasons why the IFC and MIGA are not involved in a large number of projects in this
region. MIGA has guarantees for Freeport-McMoran Copper and Gold project and
Grasberg project, both of which were cancelled.

The Asian continent has a focus on gas production, with a previous focus on coal
mines and funding for small and medium scale enterprises. See Table 13: Summary
of Investments Four gas operations and only one oil project received financing in this
continent. As in Africa, the remainder of the portfolio contains a few contract mining
and oil and gas companies received financing to support capital expenditures or to
increase visibility in the sector. Unlike Africa, Asia’s projects are remaining open,
with only two projects dropped or closed. See Table 14: Asia Project Duration.

The employment picture for Asia is difficult to draw, as figures are unavailable for the
small and medium scale enterprises and oil and gas projects. With currently
available data we can account for a minimum of 1521 jobs generated due to
investments in Asia, with the following allocation:

• Niko Resources India 36
• Lasmo Pakistan 235
• Mari Gas Pakistan 400
• PPL-SUI Pakistan 850

Community impacts and benefits are also difficult to anticipate, as the data available
on programs in health, education and infrastructure is minimal. Mari Gas in Pakistan
reports on job creation, as well as the community welfare programs, hospital
services, dispensaries and 240 km of newly constructed road. Community impacts
from the investments made in small and medium scale enterprises are difficult to
gauge, except through financial indicators. The demonstration effect is the intended
development impact the IFC strives toward; how this effect is consistently monitored
is unclear.

A range of environmental impacts and benefits are anticipated by the IFC for each
operation, including the following:

• Niko Increase in air emissions, coastal zone management, waste
management, noise;
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• PPL-SUI Project located in remote area, with no sensitive receptors in
the area with the potential issues of air emissions, handling of
pressurized natural gas;

• Lasmo Use of natural gas over oil; protection of air and water
resources, waste management; provision of low cost gas and
income for taxes, and

• Mari Gas Disposal of increased saline water from increased gas
production with disposal wells drilled, water treatment facilities
installed where appropriate; provision of low cost gas and
income for taxes.

In sum, the Asia portfolio for the IFC is small, compared to every other region and
the MIGA portfolio is non-existent.
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S U M M A R Y  O F  E A S T E R N
E U R O P E ,  T U R K E Y  A N D  F S U

Eastern Europe and Turkey – Oil, Gas and Mining

Eastern Europe hosts few IFC or MIGA investments. There is only one active oil
project and one active mine project. Albania’s open oil project aims to develop new
wells in a brownfield project,  and develop offshore marine loading facilities. Turkey’s
brownfield copper-zinc mine has had difficulty modernizing and has received large
investments by the IFC. See Table 15: Projects in Eastern Europe.

Former Soviet Union - Mining

The region has hosted eight mines, with three active IFC investments and two active
MIGA guarantees. A flashpoint for this region is the Kumtor gold mine in
Kyrghyzstan, guaranteed by MIGA, the site of a 1998 cyanide spill.

Investments in mining in the portfolio contain medium size deposits in operation,
such as the Julietta mine in the Russian Federation, and a number of investments to
Zeravshan mining company to expand their open pits and processing facilities and
support exploration in Tajikistan. Previously funded mines included the Prokovskiy
gold mine, with an enormous reserve that was dropped as an investment sometime
after 1997. Another gold mine, the Amantayta project, received investments for
feasibility studies and early development of leach pads and open pit mines. These
investments are closed or dropped.

Mining projects are entirely focused on gold in this region, with mine lives ranging
from four years to 30 years. See Table 16: Mining Projects in the FSU. Employment
from investments in the region has generated an approximate net recorded minimum
of 3123 jobs (discrepancies in the data, as always, make accurate counts impossible
available). For example the mines record the following employment figures:

• Julietta 223 employees

• Kumtor 1500 employees

• Zervashan 1400 employees

There is no evidence of resettlement in this region from IFC or MIGA reports.
Community and development impacts range (See Table 17 and 18), and as in other
sectors are not a focus of corporate reporting. Each mine has specific concerns,
specifically occupational health and safety, contribution of the project to the local
economy, health and education. Some mines record contributions, such as the
Zeravshan mine, which has made contributions to the Sogdiana hospital, school
system, and municipal water supply and road improvements.

Anticipated environmental concerns range also (See Table 18), but have more
standard reporting requirements, including land use modifications, tailings treatment
and disposal, waste disposal, liquid effluent and solid waste, water resources,



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 36

reclamation and particulate emissions, air and dust emissions, water resources and
water quality, habitat and ecology, tailings impoundment, dam stability and
sedimentation ponds, solid and liquid waste management, handling and storage of
hazardous materials, noise and visual impacts, rehabilitation of old facilities, and
reclamation and closure. Closure plans are not evident for most mines, excluding the
Kumtor mine, which has placed over $5 million in trust. This mine deals with legacy
issues from a previous mine operating until 1995 operated by Omolon Company.
Legacy concerns include ARD and cyanide seepage from tailings. There is not much
detail on the closure plan available. All other mine project records do not refer to
closure plans.

New and more stringent transport and emergency spill response procedures have
been reported at the Kumtor mine. In 1998, the cyanide spill was reported
approximately five hours after the incident occurred. The company would later admit
to its failure in notifying the downstream stakeholders in a timely manner.
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Former Soviet Union – Oil and gas

Eight oil and gas projects have had financing in the Former Soviet Union, with three
projects located in Kazakhstan, four located in the Russian Federation, and the
remaining projects in Georgia. Only five oil loans remain are active at this time (See
Table 19: FSU Oil and Gas Projects). Most of the projects include development or
refurbishment of infrastructure, construction of terminals and pipelines, and
development of oilfields. Georgia’s project to boost production from 2,000 bpd to
4,500 bpd did not proceed and Poland’s investments to test the feasibility of
methane gas production as an alternative to coal production was not considered
economic. The two high price projects in the oil and gas portfolio include Early Oil
and Lukoil Overseas, both aiming to develop fields and double production.
Specifically, development includes the following:

Table 1: Oil and Gas Projects in FSU

Mine Status Country Development

Akshabulak Active Kazakhstan
Development of Akshabulak, Nuraly and Aksay
fields.

Early Oil Active
Azerbaijan,

Georgia
Development of Chirag, Azeri and Deepwater
Gunashli Field complex.

Lukoil
Overseas

Active Kazakhstan

To double crude oil and condensate production and
to increase gas production to 1.3 billion cubic feet
per day. Includes development of Karachaganak
oil, gas, and condensate field and a 635-km
connecting pipeline from the oil field to the Caspian
Pipeline Consortium (CPC), which will transport the
oil through Kazakhstan and Russia to Black Sea.

Polar Lights Active
Russian

Federation

Development of Ardalin field including: construction
of wells, flow lines, central production facility,
pipeline, roads.

Sazankurak Active Kazakhstan
Development of the Sazankurak oil field involves
the expansion of existing facilities.

Bitech Active
Russian

Federation
Development of two fields, Souty Kyrtayel and
Lekker, located in Komi Republic.

Aminex Closed
Russian

Federation
Development of Kirtayel field for oil exports to
Western Europe.

Vasyugan Closed
Russian

Federation
Treatment of existing wells in Tomsk region to
enhance oil production.
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These few projects in oil and gas are modest employers, with a traceable net of
1145 employees in total (See Table 20: FSU Oil and Gas Employment).

Resettlement of two families is found at Sazankurak, with the following information
available about the process. The project sponsor provided apartments and employed
the two male heads of household. The families are content, according to the project
sponsor, as they now have homes, the fathers have jobs, and the children can
attend school. There are two families (11 people total) that live about 1 km from the
site and two more families live within 5 km.

Exceptional reporting on occupational health and safety is noted in two cases,
specifically Lukoil and Polar Lights. Established in 2002, Lukoil Overseas has
outstanding reporting on occupational health and safety, as well as environmental
issues. Lukoil has corporate policies on environmental and social issues. Project
records include environmental and social action plans. These new records are
indicative of reporting after 2002. Requirements are now very different than those for
older projects. Polar Lights has documented strong relationships with indigenous
people and communities, as well as won the Conoco President’s Award for Safety
and Occupational Health. Employees and contractors worked more than 1.3 million
man-hours and almost 600 days without a single recordable injury.

Social impacts that can be anticipated are: local employment, support for local
hospitals, schools, social services, and job creation. Little mention is made of micro-
enterprise in this region.

General environmental impacts to be anticipated are: water and gas management,
erosion, dust, oil spills and gas flaring, air emissions, land disturbance, and noise
(See Table 21: FSU Oil and Gas Impacts).
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S U M M A R Y  O F  L A T I N
A M E R I C A N  P O R T F O L I O

Latin America - Mining

The IFC and MIGA portfolio in Latin America is the largest of all the regions, with 13
mines (only two of which are MIGA), 8 active oil and gas projects (again with two
MIGA) and six other projects (See Table 22: Latin American Mining Projects and
Table 26: Oil and Gas Projects).

Latin American mines are continuing to operate, unlike many of their African
counterparts (See Table 23: Mining Project Descriptions). Only one of the mines, the
Peruvian tungsten mine, has closed, due largely to declining commodity prices. One
of the key differences from Africa is that Latin American mines are quite diversified,
with investments in precious and industrial minerals, including copper, silver, iron
ore, zinc, nickel, kaolin and gold mines. Some of the largest mines in the IFC and
MIGA portfolios are found here, including a major gold mine (Yanacocha), and a
copper mines (Antamina), as well as an exploration site in which the IFC holds
equity (Quellaveco). All mines are located in countries with strong mining
economies, including Brazil, Peru, Chile, Mexico, Venezuela and Bolivia.

Net employment generated through project investments totals 7,700 in Latin America
spread through six countries. With the closure of the Peruvian tungsten mine, this
number declined. Some mines seem to be paying much higher wages than
surrounding operations or modes of employment, resulting in relatively considerable
economic benefits to mine employees (See Table 24: Development Impacts).

Resettlement is uncommon in the Latin America portfolio, occurring only in three
locations: Para Pigmentos in Brazil (11 indigenous families), Yanacocha in Peru
(more than 200 people), and in Antamina in Peru (more than 53 families).

Anticipated community and social impacts in Latin America are best documented of
all of the regions, although there is still a huge discrepancy in expenditure from mine
to mine. Some mines have developed foundations (independent of the company), to
undertake community development initiatives, such as at Yanacocha, while others
have continued in a traditional spirit of corporate giving. Yanacocha developed a
foundation after tremendous pressure was exerted on the corporation, and after the
mercury spill of 2000. Another mine reports that they inform communities about the
mine in town meetings, and for social programs mentions a litter pick up program at
schools. The gaps in reporting and spending between mines are substantial (See
Table 25: Environmental and Social Impacts).

It seems some mines have been tracking changes in various community indicators
and participation in community initiatives since operations commenced. In
communities surrounding one mine, community-based programs have been
developed for water treatment, education—including courses in literacy, health and
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education. Reduced drop-out rates have been observed, as well as improved
teaching standards and facilities.

Interestingly, more closure plans are found in Latin American than in any other
continent, with size and the relative newness of the mines a possible contributing
factor. Closure plans, or efforts to plan for closure, is apparent at Antamina, and in
some of Minas Buenaventura’s mines, La Colorado, Mineracoes Brasileiras
Reunidas (MBR), and Samarco Mineracao. A detailed, public version of the plan for
MBR includes plans for reclamation of the open pit, tailings and water dams, in
addition to new housing and a community center. This closure plan, which was
commissioned from a Brazilian architect, suggests that the mine has consulted with
communities in the closure planning process.

Greenfield mines dominate the portfolio with nine new operations loaned funding by
the IFC or insured through MIGA. Only four loans are for brownfield mines, and
these loans are primarily for pit and plant expansions, unlike in Africa where some
investments have been directed towards new technologies. Hence, mines in Latin
America are essentially using IFC and MIGA funding to “break new ground.” As
such, we can expect land use issues, water quality and quantity concerns (especially
in arid locations), biodiversity issues (particularly in the Brazilian rainforest where
one mine is located), waste management issues, closure and reclamation, and
transportation of hazardous waste concerns.

There is very little information on emergency response or risk management available
from most of these mines. It was only after the Yanacocha mercury spill that the
mine developed a comprehensive program in emergency response. Previous to that,
the mine’s system of organization and response was poor.

Latin America – Oil and gas

The oil and gas portfolio of the IFC is slightly less in total expenditure than that of
mining, and in fact only six loans are active at this time, with two guarantees from
MIGA. Five other projects have already closed or been dropped. Countries with
loans are Brazil, Argentina, and Colombia, while Guatemala, Ecuador and Bolivia
have previously held loans. Argentina has been the main recipient of loans and
guarantees, with active loans to three corporations (See Table 26: Oil and Gas
Project Totals).

Funds have not been disbursed to the company Perez Companc for a Venezuelan
project, due to country instability. This project will fund the sponsor's capital
expenditure program, including expansion of production and installation of
incinerator.

Net development impacts range from employment, spin-off employment, royalties,
taxes, and export earnings. Some of the investments are specifically to support
smaller companies and capital infrastructure for these companies so that they might
compete at a regional level. Employment data, as in other continents, is available for
only a few projects: including Diadema (175), Harken (50) and Huantraico (200).
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Due to the amount of missing data, net employment figures from oil and gas are not
included for this section (See Table 27: Development Impacts).

Concerns from NGOs on oil and gas projects have been voiced with the Basic Oil
Reserve, which is now a closed project with equity and loans repaid, but this
investment is located in a national reserve. Other areas of concern are deposits in
the Nequen Basin in Argentina, where oil deposits and projects are near to
indigenous communities. Also, two investments have been loaned to companies in
conflict-ridden Colombia.

Just as with mining projects, social benefits and impacts are not clearly documented,
with very few details on programs or spending. Ominex Oil, in Colombia, reports on
amounts spent ($206,553 in FY2001). Many projects document funding for local
schools, transfer of schools, medical facilities, water supply and irrigation (See Table
28: Environmental and Social Impacts).

Environmental impacts, as in other regions, include potential soil and water
contamination, biophysical impacts, air emissions, water supply and disposal, and
drilling mud and cuttings disposal. Additional concerns include land use, reserve and
wildlife protection and reduction in gas flaring. Some concern in jungle areas has
been registered for biodiversity protection and disruption of migratory patterns of
birds.
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S E C T I O N  4 :  D I S C U S S I O N

This research set out to investigate a number of themes, including:

1. Community perspectives on benefits from mining or oil and gas development and
practices that contributed to these outcomes;

2. Community perspectives on impacts of mining or oil and gas development and
practices that led to these outcomes;

3. The main environmental and social effects of mining and/or oil and gas on
adjacent communities from the operations reviewed;

4. Perceptions of the benefits and impacts of WBG involvement in the areas;
5. How extractive industries have or might contribute to poverty reduction and

sustainable development, and
6. Conditions under which WBG involvement in extractive industries are most useful

and criteria (indicators) for assessing this.

Report findings relied on three research strategies. First, a comprehensive review of
IFC and MIGA investments and guarantees, systematically searching for data on
impacts and benefits, was completed. Second, case reviews of two IFC funded
mines were conducted. Finally, interviews with IFC and MIGA staffers served to
verify data and understand perceptions of WBG contributions to poverty alleviation.

This discussion section reviews our findings regarding these key goals of the
research. It concludes with a review of the problems associated with current
reporting on social impacts, benefits and poverty alleviation.

C O M M U N I T Y  P E R C E P T I O N S
O F  I F C  I N V E S T M E N T

In the Bolivian case study, we find positive impacts from the presence of the mine
through public services, improved electricity and water distribution systems. In
contrast, the Turkish communities named very few positive developmental impacts,
although they are in favour of the mine remaining in the region. While Turkish
community members name few developmental impacts for the poor, interviewees in
Bolivia suggest that there has been a marginal trickle down of money, public
services and health and education opportunities through this mining investment. The
poorest people in the region are still not connected to water distribution systems,
cannot access electricity and were not employed by the mine.

Community members interviewed in Bolivia and Turkey were unaware of the investor
in the mine. This lack of knowledge about the investor was consistent in the two
cases and has important implications. Even though the IFC has grievance
mechanisms available, community members are not likely to know about them. They
also do not know about any of the safeguard policies, community engagement
strategies, or environmental management recommendations that are now part of IFC
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policies for corporations with investment. Other communities have managed to
access grievance channels, such as community members from Choropampa in Peru
after Minera Yanacocha spilled mercury in three communities. However communities
without accidents or grievances (both the Bolivian and Turkish cases have not
experienced a collective trauma of this sort) seem to have very little information
available to them. This is suggestive of a reactive information strategy, both on the
part of the company and the WBG.

In both case studies, a key problem is the lack of access to information. Community
members in Bolivia have had little access to information about the mine, although
some data on reclamation and environment has been disseminated. Community
members have three key information needs, including: possible future impacts on
the environment, amount of taxation and royalties paid to the state, and details of the
support given to the municipal authorities by the mine. In the absence of information,
community members have inflated visions of how much money has gone to the state
and how much gold has been extracted and processed. Without past transparency
on finances and taxation, community members distrust the company and the
government. In Turkey, community members in both Cayeli and Madenli perceive
the company to be estranged and isolated from the community, with little to no
communication mechanisms and no grievance options available. This estrangement
has lead to considerable distrust and concern between the communities and the
mine, due in part to a number of events that were mentioned by interviewees.

W B G  C R I T E R I A  F O R
B E N E F I T S  A N D  I M P A C T S

The data collected to tell the story of poverty alleviation is limited, as discussed later
in this section. Thus, the story that can be told of the net contribution of investments
and guarantees in the extractive industries is also limited. Revisiting the key areas
for poverty reduction, as articulated through the research and opinion papers of
WBG staff, a bleak picture emerges. WBG publications make clear what the
anticipated positive impacts of projects in the extractive industries are—employment,
outsourcing, taxation, infrastructure and empowerment.  

Employment and outsourcing

Jobs are being created, but the numbers generated through IFC investments and via
MIGA guarantees are not overwhelming. Between the two case studies, almost 500
jobs have been created at the regional level, although in Bolivia local people were
hired less frequently than outsiders. Through the entire portfolio, this study can track
roughly 21,000 jobs being created through investments in the extractive industries.
Many jobs have been created, and then lost through early shutdowns and closures.
Also, no data is available on whether large-scale mining jobs are displacing other
workers, such as small-scale miners or agriculturalists. Both Ghana and Tanzania
host mines invested in or guaranteed by the IFC or MIGA that have displaced small-
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scale miners.35 Estimates of displacement of small scale miners in the Tarkwa
region, where one IFC mine is located, are that roughly 60,000 people were
employed in the sector, compared to 20,000 workers employed by the large scale
mining companies in Ghana (gold, bauxite, manganese and diamond mines).36

Conflict between companies and small-scale miners is documented, particularly in
the Tanzanian case. MIGA only guaranteed the Tanzanian mine after the
displacement of artisanal miners.

While jobs are being created, there is no indication if jobs are benefiting
marginalized or poor sectors of the population. Gender analysis by corporations and
the IFC and MIGA at the project level are unavailable. Some corporations do track
percentages of local vs. expatriate staff, and many companies have quotas for local
hiring.

Job losses are a trend in the industry, with forthcoming closures at mines such as
Misima, Ok Tedi and Porgera in Papua New Guinea where 5,000 people will lose
their jobs between 2004 and 2011. Non-fuel minerals around the world employ just
five million people, with processing and refining employing another eight million.37

Jobs are on the decline in the industry, according to the International Labour
Organization, with 32 percent of mine workers in 25 key mining countries losing their
jobs between 1995 and 2000.38 In Canada, similar net job losses are seen,
according to the Canadian Auto Workers. Between 1997 and 2002, 9,600 jobs were
lost in mining and smelting, leaving 51,000 employed.39

Outsourcing is not tracked at all, and hence very little reporting in this research is
achieved on this variable. Most analysts apply a multiplier of at least two to assess
indirect, direct and induced benefits to assess the total impacts of costs. Without
assurances of local sourcing, assumptions about multipliers are suspect, as
indicated in our case study of the Turkish mine where outsourcing was perceived to
be local only occasionally.

Infrastructure

Infrastructure is part of the benefit of many of the projects invested in—roads,
schools, clinics and ports are just a few of the reported additions to communities. In
the overall portfolio, infrastructure is generally reported on by companies, but fiscal
expenditures and staff time are not reported, so there is no way to judge
sustainability of infrastructure. Infrastructure was needed in Bolivia much more so
than in Turkey, where infrastructure was already strong. However, the benefits of
infrastructure do not trickle down to the poor. In interviews with community members

                                                  
35 Akabzaa, Thomas and Abdulai Darimani. Impact of Mining Sector Investment in Ghana: A
study of the Tarkwa mining region. January 20, 2001. SAPRI.
36 Hilson, Gavin. Land use competition in developing countries: profiling the struggles of Ghana's
galamsey miners.  Minerals and Energy, 2002. 17(3): 2-14.
37 Payal Sampat. Scrapping Mineral Dependence. State of the World. 2003, p. 122.
38 Sectoral Activities: Mining. Information sheet. www.ilo.org
39 Statistics Canada, Sectoral Analysis, Mining and Smelting.
http://www.caw.ca/whatwedo/bargaining/cbpac/2002sectoralanalysis/mining.asp, Viewed July
2003.
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near mines in Tanzania during the Mozambique EIR meetings, accessibility was
highlighted as a key constraint to medical clinics. Clinics were located in the mine,
staff charged for visits, and community members interviewed did not use this
resource.40 In Bolivia, water distribution systems will become even more expensive
now the mine is closed and costs will be picked up by the end user, making it even
more difficult for low-income people to access services.

From the case studies conducted for this research, the principal positive impacts of
the investment or guarantee of extractive industries are seen in improved public
services, through improved electricity and water distribution systems, either directly
by company investment or through net taxation. These investments in public
services can be traced through the entire portfolio of IFC project partners and MIGA
guarantees, although government capacity and transparency with revenues remains
a key concern.

Even though these investments may increase electrification of a region and
extension of potable water to areas previously under served, there is little evidence
that these services reach the poorest people. In the Bolivian case study, the poor in
the region are still not connected to water distribution systems, cannot access
electricity and were not employed by the mine.

The record with respect to investment in capacity building (health and education) is
not easily traced. Data on investments or contributions made by corporations with
funding from the IFC or guarantees from MIGA is extremely variable, making
conclusions tentative. The case studies, on the other hand, revealed that very few
investments in health, capacity building, or education have been made by the
corporations. Community members perceived very little positive impact from the
investment in the project.

Taxation and royalties

Taxes and royalties are another of the major benefits claimed from the extractive
industries, with anywhere from 2-20% of a country’s revenue coming from this
source. In Bolivia, there was no transparency at the local level about how funds were
used and citizens demanded transparency on use of mineral revenues. In Turkey,
some citizens were aware of how mineral revenues were used, and there were no
reported concerns with administration of funds. Issues that hinder this revenue from
arriving in the central coffers and to the poor include non-payment of taxes,
corruption, and tax regimes that favour low tax rates in order to increase FDI, among
others. IFC interviewees suggest that assuring that dividends and rents from the
mining sector get to the “social” sector is extremely problematic. “Even getting the
monies into the central treasury is considered a success in some countries where
government corruption is an everyday part of life.”41 Another interviewee reports that
revenue is not adequately reported in many countries: “countries and governments
should become much more transparent with respect to equity in mining. What is
generated, how much money is actually transferred to the government.”42 Clearly,
the governance issue is key to fair distribution of royalties and revenues. In the

                                                  
40 Interviews with community members near the Kahama mine. January, 2003.
41 IFC staff interview. March 15, 2003.
42 IFC staff interview. March 14, 2003.
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Turkish case study, there were no concerns articulated about the distribution of
revenues, while in Bolivia, most interviewees were extremely suspicious of
government use of revenues. In addition, there is rarely adequate distribution of
revenue to local and regional governments.

Impacts

Negative impacts cited by the WBG, such as cultural, social, economic changes are
rarely documented. Through the case studies, impacts such as in-migration and
changes to the population were noted, along with health and environmental
concerns. One interviewee from the IFC did refer to negative impacts of the influx of
workers to an area, but countered that this problem was adequately treated:

“What we try to do is convert a risk into an opportunity. The risk was on food production,
in food supply in the area through the presence of these construction camps, actually
was having potentially negative impact on affordability of food within the communities,
because if you’re a farmer and somebody’s going to buy your food for 10 times what you
can sell it in the market for, you’re going to be selling it to the construction camps…If we
can make money available through micro lending we can improve their production
systems and just make their whole, you know, help them understand how to run a
business and also provide access to more markets outside their immediate markets.”

This approach suggests that a risk was turned into an opportunity, but without
information about changes in diet, increased or decreased use of pesticides, and
food security in the region, it is impossible to determine whether this risk became a
liability to local people.

The main impacts documented through the case studies were increases in cultural
change (e.g., language change), increase in rents and affordability of areas, and
increased concerns about environmental health. There was no concern in either
case that prostitution or alcohol abuse had increased as a result of the mine.
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P O R T F O L I O  F O R
P O V E R T Y  A L L E V I A T I O N

The portfolio of IFC and MIGA investments and guarantees through the years of
1993-2002 has changed remarkably, with new guidelines for information reporting
arriving through the late 1990s. In these years, new safeguard policies and
regulations have been adopted that have affected the flow of benefits and impacts
dramatically. The portfolio is largest in Latin America (with 20 active projects),
followed by Africa (with 14 active projects), the Former Soviet Union (with nine active
projects), and Asia (with six). Mining projects have received more financing and
guarantees than oil and gas—both in terms of numbers and net investments by the
IFC (for example the Mozal smelter has received an investment). See Table 2 below.
Some of the largest investments recently are in mega projects, such as the Mozal
smelter, the Chad-Cameroon gas pipeline and the Pecten II oil development in
Cameroon.

Regardless of changes made to date, the portfolio has limitations in its ability to
contribute to poverty reduction, either in situ or at a country level. The limitations of
the extractive industries' contribution to poverty alleviation are apparent when the
portfolio and barriers internal to the  WBG are considered.

Table 2. Breakdown of projects by region

Region
Conside

red
Active Breakdown

Asia Mining 11 1 IFC Gold

Asia Oil and
Gas

8 5 IFC Oil and Gas

Africa Mining 15 8
IFC 3 gold mines and one smelter

IFC two credit agencies and a consulting firm

Africa Oil and
Gas

12 6
IFC three oil and gas, one pipeline (Chad-Cameroon);
two credit facilities

Eastern Europe
Mining

2 1 IFC one copper and zinc mine

Eastern Europe
Oil and Gas 2 0

FSU Mining 8 4 IFC two active gold; MIGA two active gold

FSU Oil and
Gas

9 5 IFC oil and gas

Latin America
Mining

13 12 MIGA two active; many diverse mines

Latin America
Oil and Gas

13 8 MIGA two active; remaining IFC
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Portfolio and partners of poverty reduction

The portfolio in oil, gas and mining has economic drivers that do not overlap with
development objectives or the location of the poorest people in the world. The
largest and most diverse portfolio is in Latin America, with precious and base metals
mines, industrial minerals operations, and oil and gas projects. In Africa and the
Former Soviet Union, where there is often inadequate resources for base metal
mines, gold mines have received the majority of loans in addition to a few oil and gas
projects. The Human Development Index lists mostly sub-Saharan African countries
as the poorest. Proactive investment in the poorest countries, if investment in the
extractive industries actually does change the plight of the poor, has not been
pursued.

The portfolio in the extractive industries takes shape because of factors that do not
relate to human development. The diversity in Latin America is likely due to the well-
documented and varied geological potential, the extent of previous geological work
undertaken to modernize its geological mapping record, and the assessment by
major investors of lower political risk compared to other regions. The major factors
contributing to Latin America’s diversity are the same ones deflecting mining
investment from the other regions. While Africa is widely acknowledged to have
strong geological potential, it lacks solid geological data and is still seen by investors
as a risky place to operate. Asia itself has long been considered terra incognita by
the major international mining exploration countries (Canada, Australia, the United
States and Great Britain); thus, its geological potential has never been fully
assessed. Eastern Europe and Turkey hold virtually no profile, and the Former
Soviet Union is largely in gold, perhaps indicating that this developing region has not
had time to be assessed fully by the mining investment community for the three
major factors – geological potential, political risk, and comparative investment
climate – that apply to other regions.

It is gold and oil and gas that are the main survivors in the IFC portfolio. Many of the
gold mines with IFC investments have a short mine life, and short term investments
may do little to reduce poverty over a longer time frame. All other mines in Africa
based in other metals or minerals have faltered, due in alternating circumstances to
commodity price failure, local-regional-national conflict, or the inability of the
company to capably manage the operation.

One possible reason for project failure is proponent inability to operate the projects,
which leads to a suggestion that the Bank should analyze and publicly detail the
process within which project partner capacity is assessed, not only the project itself.
Partners are largely multinational corporations, although joint ventures with local
country partners are common in many of the projects. It is no surprise that the
majors, with access to financing, capital, and technical expertise are spearheading
projects in many parts of the world. Many of the partners to investment come from
the investment hotbeds of Canada, the U.S., England and Australia.

The portfolio has expanded to include projects that support small and medium scale
enterprises, operating through credit extension facilities. This change comes with
high risk. When loans are made through intermediaries, monitoring adherence to
WBG guidelines becomes more difficult to ensure.



CoDevelopment Canada  •  Community Perspectives on Poverty Alleviation  •  October 2003 Page 49

Internal barriers to poverty reduction

Critics of the WBG suggest that poverty reduction is not core to the institution’s
operations, as evidenced through high levels of dissatisfaction with Poverty
Assessments (PA).43 The OED, which evaluates the IDA and IBRD, found that only
63 percent of the PAs completed between FY96 and FY98 could be rated as
satisfactory.44 Although this trend may have changed, project sponsors do not
complete poverty reduction plans, nor are they required to understand a country’s
plan. Poverty assessment plans are not central to the business of the IFC or MIGA,
or to the project sponsor, and are left to the government (that may or may not
complete them).

Internally, at a staff level there are also barriers to staff ensuring that poverty
reduction is central to the projects they negotiate. Poverty reduction is anathema to
the reward structure of the World Bank, as indicated in an interview with a staffer:

“What’s the incentive for me to actually take a very strategic long term perspective on the
development or conversion of natural resources into economic and human capital in Congo
as poverty reduction activity?  As I am probably only going to be there for two to three years,
I’m not going to deliver anything in that time of substance. What I’m measured on is the
programme and you know the outcomes on the ground and the sort of approach that we
need on the extractive industries is the complete opposite to how my performance is going to
be measured.”45

This incentive structure is discussed in other studies, 46 where it has been noted that
task managers have tended to be judged more on project preparation and appraisal
versus implementation. Also, since projects can take years to complete, project staff
may have changed many times by the completion. This is already the case in the
Chad-Cameroon project, where community members have noted constantly
changing faces of project staff.

The same individual interviewed above suggests the WBG needs to change
evaluation of staff to reward achievement based on values and development
outcomes instead of financial outcomes. Objectives need to be valued (such as
building of skills in a community for poverty reduction and extension of potable water
to the poor), instead of outcomes (such as training of 200 teachers achieved in
FY2003). All of this needs to be placed within the context of a long-term strategic
plan built from the grassroots up. A strategic plan might help to shift perspective from
what an interviewee terms reactive.

“We have to get passed being reactive to proactive, we have to get out more into a
business development sort of context, we need to be positioning ourselves as, on the
sustainability front, so that we actually are seen to be able to help (a) reach the
public/private sector issues, be facilitators and conveners of various interests so that
we’re not just seen as people who provide money.47

                                                  
43 Lawrence, 2002.
44 OED, Poverty Reduction in the 1990s, p.xv.
45 IFC staff interview. March 16, 2003.
46 Gutner, 2002, p. 93.
47 IFC staff interview. March 16, 2003.
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Change is slow to come to large institutions. As one individual stated, “the resilience
of the system and the institution is too great. The Bank effectively is being built on
this for 50 years…it’s the system and the culture that has developed, and to change
that, effectively you have to break the institution.” 48

Barriers to achieving poverty alleviation are internal to the WBG but also integral to
the successful economic development of a project. Some of the barriers to change
are:
• The deeply embedded notion in the WBG that a model of development with

foreign direct investment as a key goal is the only path to national economic
growth, and that national economic growth necessarily means poverty reduction
for the poor.

• The "corporate" culture of the WBG, in part derived from the philosophy outlined
above, but also via a highly bureaucratized and centrally controlled institutional
culture. The institutional psychology of the organization prioritizes loan payback
over outcomes on the ground, emphasizes short-term goals over long-term
strategy, and rewards large investment portfolios over development outcomes.

• The lack of locally driven planning for the extractive industries regarding the
ingredients for poverty reduction in a region.

• The lack of consistently reported and gathered data at a regional level that
relates to the drivers of poverty, leading to an entirely inadequate portrait of how
the extractive industries contribute to poverty reduction. This is exacerbated by a
complete lack of outcome indicators relating to development outcomes.

Until some of these barriers are addressed, it is unlikely that direct investment in the
extractive industries will begin to affect the lives of the poor.

                                                  
48 Ibid, March 16, 2003.
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D A T A  G A P S
F O R  M O N I T O R I N G

Sparse data is available on social and environmental impacts of mines funded by the
Bank. While companies generally report environmental data in a common format,
there is absolutely no uniformity to reporting health, poverty or social program data,
leaving no way to judge scale of impacts. This lack of reporting uniformity and
priority on social issues is an urgent area for attention, considering the main
mandate of the Bank on poverty reduction, and what should be a key primary goal of
creating a transparent communication process between stakeholders. Reporting
standards, such as net amounts spent in a fiscal year and details on programs
should be made requirements of corporate reporting. Adoption of licensing systems,
such as ISO 14001, for social, health and education funding and programs may be
an option, although these were not explored in this research.

Poverty reduction data collection is similarly not treated adequately. Regional
poverty reduction is neither well defined nor measured. While country level data is
collected by international and national organizations, no regional data is available
near project sites. Hence, the WBG relies on the measures of employment provided
by the company, assumed spin-off effects of employment, and the revenues and
taxes earned by a government as proxy measures to inform the picture of poverty
reduction.

Likewise, data is sparse on the nature of resettlement, although the IFC reports on
whether a corporation was in compliance with guidelines. Resettlement is a common
theme in African Bank investments and occurs mainly in mining operations. There is
wide recognition that resettlement can incur profound changes to the economic,
social and population health of a community.

The WBG needs to adopt innovative ways to measure poverty reduction. Most
reporting is target based, using quantitative measures, rather than outcome based
using a qualitative approach. In most projects, community development plans and
social mitigation plans are developed, but subtle changes in quality of life and
distribution of benefits and impacts are rarely treated. As one IFC staffer put it, “We
are not looking to judge that we have made a new Bill Gates around a mine, but how
the individual has changed their life. This is hard to measure.”49 IFC staffers
suggested qualitative measures are an area for future growth. If new measures are
developed, a host of issues, such as training, implementation and use of data will
arise. The low ratio of social specialists to environmental specialists in the WBG may
continue to hamper any development of qualitative indicators for program planning.50

In addition, tension between the professions lends itself to a competitive
atmosphere, as articulated by an IFC staffer:

                                                  
49 Interview with IFC staff. March 13, 2003.
50 Ibid. March 14, 2003.
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“There is a tension between the two [disciplines]. The environmental specialists obviously
are more technically focused and therefore tend to be more: there is a right answer, there
is a wrong answer, or there is a better answer. The social specialists tend to be more of
the intellectual elite and even amongst the social specialists there is tension.”51

There are also weaknesses in terms of how and when data is gathered. For
example, projects rarely collect information at the outset of exploration, waiting
instead until the environmental impact assessment is required, which can often be
years after a junior exploration company has been working in a zone. Furthermore,
data reported at project preparation stages are rarely tracked over time.
Implementation of projects occurs with little review of social or economic realities.
There are also inconsistencies with respect to which data is acquired and how it is
collected.

There is a need for greater social due diligence on the part of the WBG and
corporations. Third party audits of projects of the WBG may be an asset to reporting,
a practice that is not foreign to the WBG, as indicated by third party reviews of the
Chad-Cameroon pipeline. While third party audits may be useful for increasing
transparency, an effective data gathering and evaluative methodology would involve
increased community participation in project monitoring and poverty alleviation
planning.

Data on occupational health and safety present another opportunity for
improvement. Currently there is no standardization on reporting requirements, with
some companies reporting accidents in man hours/month and others reporting per
year or simply as accidents. Furthermore, companies need guidance on what
constitutes a “lost time accident” and an “accident”. Guidance on emergency
response plans would also be useful, as has been done in the chemical industry.
Currently, public release of emergency plans is not a requirement—instead the
environment department decides what is in the best interest of the mine and the
population.52

Accidents tend to be the flashpoints for attention to mines and oil and gas projects,
such as the cyanide spill at the Kumtor mine, in Kyrghyzstan and the mercury spill at
the Yanacocha mine, in Peru. Accidents prompt companies to develop better and
more refined systems for emergency response and risk management. This is one
extremely under-reported area in the portfolio. In fact, the strongest reports on these
systems are publicly available from the projects that have experienced highly
publicized accidents. A problem with reporting data on emergency response,
according to one Bank staffer, is that this knowledge can be used to sabotage
mines,53 although corroborating evidence for this assertion is lacking. The chemical
industry has dealt with this concern adequately in the United States, where Risk
Management Plans have to be released by law.54

                                                  
51 Interview with IFC staff. March 11, 2003.
52 IFC staff interview. March 15, 2003.
53 IFC staff interview. March 15, 2003.
54 Kovacs, et al. Risk Management Plans: Communicating worst case scenarios. 1999.
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S E C T I O N  5 :
C O N C L U S I O N S  A N D
R E C O M M E N D A T I O N S

C O N C L U S I O N S

The central theme of this research is community perspectives on investment and
guarantees in the extractive industries, focusing on perceptions of benefits, impacts
and contribution to poverty alleviation. After a complete review of the IFC and MIGA
portfolio in oil and gas and mining, in-depth case studies in two countries, and
interviews with WBG staffers, we draw the following conclusions:

• There is little evidence that public services extended by mining companies or
achieved through their investment reach the poorest people. A key benefit of
investment in the extractive industries involves upgrading of public services
due to investments or guarantees. These investments are typically made to
improve project proponent capacity to operate in an area but benefits can
extend to the broader population. This research reveals that investments that
might look like contributions to poverty alleviation (i.e., electrification of a
region, potable water systems) do not benefit the poorest because tariffs are
out of reach and service distribution favours the urban or the middle class.

• Citizens report lack of access to information. In both case studies completed
for this research, citizens report that they have a deep distrust for the
company, due largely to the lack of contact and information provided by the
mine. Citizens in both cases were unable to name the investors behind the
mining company and often even incorrectly named the owners of the mine.

• Communities interviewed for case studies are unaware of the involvement of
the WBG, suggesting a lack of transparency and access to information at
local levels. This lack of knowledge about the investor was consistent. Even
though the IFC has grievance mechanisms available, community members
are not likely to access them. They also do not know about any of the
safeguard policies, community engagement strategies, or environmental
management recommendations that are now part of IFC policies for
corporations with investment. In these communities, the information strategy
is reactive both on the part of the company and the WBG.

• There is little evidence to indicate that poverty alleviation is achieved through
direct investments and guarantees in the extractive industries. The multi-
project analysis and case studies indicate that historic project funding in the
extractive industries has not had the main goal or the outcome of poverty
reduction. In fairness to the WBG, the goal of poverty reduction has not been
the prime mover defined within the group for specific project development
until recently. Certainly, under pressure from civil society and from internal
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champions for change, the WBG became more attuned to the issue of
poverty at the sub-national level in recent years.

• Community members cite negative changes due to mining. Changes noted by
citizens due to the mining projects include: changes in community structure,
in-migration, increase in cost of living, increased dust and noise and concerns
for water quality. On the other hand, prostitution and alcohol use were not
concerns for citizens in either case study.

• Community support for mining exists. Even though there were complaints in
Turkey about the mine and the company, citizens interviewed for this case
were in support of the mine staying open.

• Governance and lack of transparency continues to be a block at a regional
and national level to poverty alleviation. Community members from the
Bolivian case had no information about how mineral revenues were spent in
their area and demanded this information. In Turkey, where information on
how mineral revenues were spent was known, there were no concerns
expressed with governance. A key finding of Bank internal evaluation is that
strong institutions and governing structures are key to just distribution of
benefits. The benefits of revenue distribution were experienced in Turkey
(through provision of scholarships to students), but people were unable to
name other benefits from investments. In Bolivia, on the other hand, people
were extremely suspicious of the government and demanded to know the
amount of money paid by the company over time. Transparency of payments
is critical information for assessment of whether poverty alleviation is
achieved.

• The key drivers of poverty are not reflected in the project goals of the
extractive industries. There is no evidence that corporations prioritize the
drivers of poverty alleviation. The extractive industry portfolio for IFC and
MIGA is homogeneous and dominated by multinationals, with largely in gold
mines and oil and gas fields. Multinationals are favored in the portfolio as the
majority partner, although many joint ventures are found between these
companies and smaller in-country partners. Where there is no government or
corporate plan for poverty alleviation, it is unlikely that poverty in the region of
projects will be touched. Furthermore, IFC and MIGA investments and
guarantees have leverage with a corporation for defined periods of time. The
IFC can only leverage change while a loan is active, while MIGA can only do
so until the end of construction of a project. Even though these agencies have
safeguards and guidelines, these may only be adhered to for short periods of
time by a company. These finite windows of time must be carefully planned
with the input of affected communities, the various levels of government, and
the corporation.

• Data gaps are enormous in reporting, hampering transparency of Bank
information. There is an absence of publicly available empirical data on the
impacts and benefits of the IFC and MIGA investments and guarantees.
Furthermore, data is collected at the time of environmental or social impact
assessments, but rarely tracked over time. Virtually no gender analysis is
publicly available about employment or impacts of projects on women and
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children. When schools and medical clinics are reported, use of them (vs. use
of other informal medical systems) is not tracked. More extensive data is
needed for adequate poverty assessments, such as access to potable water,
access to services and infrastructure or education levels of women and
children, women’s income, and other quality of life measures. In the absence
of reliable data, it is impossible to conclude that poverty reduction is achieved
through investments and guarantees in the extractive industries.

• Data is gathered almost unilaterally by companies and validated through
project visits. There is very little participatory evaluation or monitoring of IFC
or MIGA projects, with a notable example of the newly formed committees
overseeing the Chad-Cameroon pipeline. Poverty reduction measures are
therefore not likely to be defined locally and rarely validated by third parties.

• Lack of transparency and consistency in reportage leads to inconclusive data.
While the WBG consistently concludes that poverty reduction is a key
outcome of the extractive industries, this research can not validate sufficient
data to come to this conclusion.

R E C O M M E N D A T I O N S

1. Community support for mining is apparent in some cases, for example in the
case of the mine in Turkey. At the same time, citizens launch many
complaints with this mine.

2. Poverty alleviation should be institutionalized in the plans of governments and
communicated clearly to corporations investing the extractive industries.
Plans to tackle the drivers of poverty through the investments of corporations
must be made jointly, with grassroots input. If the IFC and MIGA are to
continue in the extractive industries, the windows of time when leverage for
change is effective must be carefully planned with a range of stakeholders,
including the government, grassroots communities, and the corporation.

3. Poverty alleviation plans should be made key components of early planning in
the extractive industries, and given equal weight with environmental and
social impact assessments and plans.

4. There is a need to develop community driven poverty assessments and
evaluations of projects with sequencing of data collection over time. Since
poverty reduction is a key goal, the needs and priorities of communities
closest to extractive projects need to become involved in participatory
assessments of projects, giving prior informed consent to plans and projects,
before they begin.

5. Equal weight should be given to social (including poverty assessments) and
environmental impact assessments, with staffing levels reflecting this
weighting.

6. Reporting guidelines must be made clear to corporations so that regional and
national impacts and benefits due to investments or guarantees can be
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monitored or mitigated. Marginalized and at-risk communities should be
carefully monitored at the local level and should have input into poverty
alleviation plans for a region. Reporting on the impact of the extractive
industries should be locally driven and participatory.

7. Transparency with information, payments made to governments and earnings
are critical to the future credibility of the industry.
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