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Workers’ rights in development loans: World Bank and EBRD labour
 standards requirements
 Peter Bakvis, Director
 ITUC/Global Unions - Washington Office
 ITUC-FES Seminar on “Challenging the IFIs in CEE”
 Warsaw, 4-5 October 2011
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2. World Bank and regional banks have improved their respect for workers’ rights
 • The World Bank (WB) and regional development banks, including the European Bank for Reconstruction and Development (EBRD), began declaring in early 2000s that they support core labour standards (CLS) and improved social protection to combat poverty, and that unions play a positive role in development
 • Gradually, WB and regional banks took measures to ensure their operations do not violate CLS; these measures are described in the following slides
 • However, … (next slide)
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3. Contradictory messages from World Bank and other development banks on workers’ rights
 • Simultaneously, WB and regional banks have pressured governments to decrease minimum wages, eliminate protection against dismissal and reduce contributions for social protection
 • Most infamous has been the WB publication Doing Business, which since 2003 recommended across-the-board labour market deregulation
 • WB has taken some measures to correct Doing Business, but the contradictory approaches are far from resolved
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4. Origin and development of development banks’ labour standards requirements (i)
 • 1999: Trade union delegation requests that WB ensure that its projects do not violate CLS as defined in ILO Declaration on Fundamental Principles and Rights at Work (1998)
 • 2001: Following instructions from donor governments to IDA (WB’s concessionary lending arm), WB prepares ”CLS Toolkit” that says CLS “can contribute” to WB’s mission
 • 2003: WB research concludes that freedom of association and right to collective bargaining do not harm growth but do create more equal distribution of income
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5. Origin and development of development banks’ labour standards requirements (ii)
 • 2003: head of IFC (WB’s private-sector lending arm) tells ICFTU that IFC will make CLS a requirement for all loans
 • 2004: IFC loan to Grupo M (garment manufacturer in Haiti & Dominican Republic) includes “test case” CLS requirement
 • 2006: WB/IFC executive board adopts IFC Performance Standards with CLS loan requirement (PS 2); applied starting May 2006
 • 2008: EBRD adopts Performance Requirements including CLS loan requirement, applied starting November 2008
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6. Origin and development of development banks’ labour standards requirements (iii)
 • 2009: IFC puts in place accelerated complaints procedure for responding to cases of non-compliance with PS 2
 • 2010: WB and regional banks adopt harmonized labour standards contract requirement, including CLS, for major construction works
 • 2011: IFC adopts revised PS 2, including some improvements on retrenchment procedures and rights for migrant workers
 • 2011: WB begins process to revise safeguards policy by 2013; ITUC recommends adoption of comprehensive CLS safeguard
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7. IFC’s Performance Standard 2 (PS 2): Labour and working conditions (i)
 • “PS 2 requirements: … in part guided by … ILO conventions 87, 98, 29, 105, 138, 182, 100, 111”
 • Contains requirements on Forced labour, Child labour, Non-discrimination and “Workers organizations”
 • Other clauses on Human resources policy, Working conditions and terms of employment, Retrenchment, Grievance mechanism, Occupational health and safety, Non-employee workers, Supply chain
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8. IFC’s Performance Standard 2 (PS 2): Labour and working conditions (ii)
 • “Workers’ organizations: In either case described in paragraph 9 [countries that recognize freedom of association and those that do not] …, the client will not discourage workers from forming or joining workers’ organizations of their choosing or from bargaining collectively, and will not discriminate or retaliate against workers who participate or seek to participate in such organizations and bargain collectively. Clients will engage with such worker organizations.”
 • Similar language has been adopted in EBRD Performance Requirements, applicable to all loans
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9. Implementation procedure for IFC standards
 • Borrowing company obliged to submit Social & Environmental Assessment and Action Plan to correct potential risks and impacts including on labour as defined in PS 2, commensurate with risk category
 • Assessment and Action Plan to include consultation with “affected communities” and must be publicly disclosed
 • Complaints about non-compliance with PS 2 can be addressed to IFC’s Environmental and Social Development Dept. (CES)
 • Formal complaints can be addressed to IFC’s Compliance Advisor/Ombudsman (CAO); also possible to “lobby” WB EDs
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10. Scope of application of IFC’s PS 2 and EBRD’s PR 2 on labour and working conditions
 • IFC’s Performance Standard 2 and EBRD’s Performance Requirement 2 apply to all their loans and investments
 • In fiscal year 2010, IFC made commitments of $18.0 billion for 528 projects in 103 countries
 • In 2010, EBRD made commitments of €9.0 billion for 386 projects in 29 countries
 • IFC’s annual investment commitments have grown by 20% per year on average since 2004 and EBRD’s by 16% per year since 2006, despite declines in 2008-2009
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11. IFC investments by sector and region
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12. IFC investments: Ten largest countries
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13. EBRD commitments by sector in 2010
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14. EBRD commitments by region in 2010
 • Central Europe and Baltic states: €1.49 billion
 • South-eastern Europe: €2.18 billion
 • Eastern Europe and Caucasus: €1.57 billion
 • Central Asia: €0.97 billion
 • Russia: €2.31 billion
 • Turkey: €0.49 billion
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15. Some examples of recent IFC and EBRD investments
 • Azerbaijan Regional Road Reconstruction: $750 million EBRD loan for $900 million project (disclosed Sept 2011)
 • GC Prim, Moldova: $13 million IFC loan for $29 million upgrade of glass & mineral wool plant in Chisinau (discl. Sept 2011)
 • Lenta Hypermarkets, Russia: $170 million EBRD loan for $1.14 billion share purchase of retail food chain (disclosed Aug 2011)
 • Caspi Cement, Kazakhstan: €45 million IFC equity investment in €198 million cement plant in Shetpe (approved July 2011)
 • Paravani, Georgia: $38 million IFC loan, combined with EBRD loan, for $157 million hydroelectric plant (approved June 2011)
 • Oasis, Belarus: $10 million IFC loan and investment for $29 million bottling plant in Minsk (approved May 2011)
 • HPC Odessa, Ukraine: $32 million IFC loan for $119 million container terminal (approved May 2011)
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16. Experience with application of IFC standards
 • Up to December 2010, trade unions submitted 26 cases alleging non-compliance with PS 2 in IFC investments; Global Unions’ Washington office involved in all but four cases
 • 24 of the cases were submitted by unions to CES, two to CAO and representation on one case made to EDs
 • According to Global Unions’ assessment, out of the 26 cases:– Positive changes or responses (meeting unions’ concerns partially
 or totally) obtained in 15 cases– Financing ended or project withdrawn in 5 cases – Unsatisfactory response in 1 case– Outcome pending in 5 cases
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17. Experience with application of IFC standards: three cases (i)
 Grupo M -Haiti & Dominican Republic – a pre-PS 2 “test case”– Jan 2004: IFC accepts ICFTU/ITGLWF proposal to include CLS
 loan condition because of high risks of violation
 – June 2004: 300 Grupo M workers in Haiti dismissed for striking for union recognition
 – Mid-2004-early-2005: IFC pressures company, hires mediator
 – July 2005: Company agrees to rehire workers, recognize union
 – December 2005: Collective agreement concluded between Haitian union and Grupo M
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18. Experience with application of IFC standards: three cases (ii)
 Bujagali-Uganda: BWI’s pre-emptive use of PS 2 to protect freedom of association in construction project
 – Feb 2007: ITUC/BWI learn of proposed $360 million WB assistance to Bujagali hydroelectric project, including $120 million from IFC
 – Mar 2007: BWI and Ugandan affiliate plan organizing campaign– Apr 2007: IFC officially announces project– May 2007: BWI affiliate encounters resistance to unionization
 from contractors; BWI informs IFC of difficulties– Aug 2007: Construction work begins on Bujagali project– Sept-Oct 2007: BWI affiliate successfully recruits most workers
 without hindrance– Oct 2007: Bujagali contractors accept to abide by industry CBA
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19. Experience with application of IFC standards: three cases (iii)
 Coca-Cola-Pakistan: IUF complaint about anti-union practices during project consideration leads to suspension of loan demand, contributes to successful union recognition
 – May 2010: Informed of request for IFC loan, IUF prepares detailed dossier about anti-union practices in Coca-Cola’s Pakistan operations
 – June 2010: Company suspends loan request after being informed by IFC of complaint
 – July 2010: Coca-Cola and IUF negotiate on Pakistan operations and Coca-Cola agrees to correct anti-union practices
 – Aug-Sept 2010: Successful union organizing and recognition campaigns in two Coca-Cola bottling plants in Pakistan
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20. Strengths and weaknesses of IFC labour standards loan requirement
 • PS 2 based on ILO’s CLS conventions and spells out specific obligations of borrowing company
 • Important incentive to respect and apply PS 2 since it is a compulsory requirement of the lender; non-compliance can be grounds for loan default
 • Unless complaints filed about violations, IFC relies on self-reporting by borrowers on applying PS 2; short window – 30 or 60 days – between project publication and loan decision
 • Information-gathering and monitoring by IFC on fulfilment of PS 2 was initially weak, but improvements made
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21. Information about IFC’s PS 2 and EBRD’s PR 2: Labour and Working Conditions
 • Text of IFC’s PS2 in English:http://www.ifc.org/ifcext/policyreview.nsf/AttachmentsByTitle/
 Updated_PS2_August1-2011/$FILE/Updated_PS2_August1-2011.pdf
 • Text of IFC’s PS 2 in Russian:http://www.ifc.org/ifcext/sustainability.nsf/AttachmentsByTitle/
 pol_PerformanceStandards2006_PS2_Russian/$FILE/PS_2_Russian.pdf
 • Text of EBRD’s PR 2 in English (pages 22-25):http://www.ebrd.com/downloads/research/policies/2008policy.pdf
 • Text of EBRD’s PR2 in Russian (pages 28-32):http://www.ebrd.com/downloads/research/policies/esp08ru.pdf
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22. Sources of information about IFC investments
 • IFC:– Projects Database: www.ifc.org/projects
 • EBRD: – Projects database: http://www.ebrd.com/pages/project.shtml
 • Global Unions Washington Office:– Regular updates on IFC loans– Requests for information as needed on IFC, other World
 Bank or EBRD projects– Email address: [email protected]
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