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Outline

Part I: Do no harm: Applying Environmental and
Social Minimum Standards

� (1) Orientation 

� (2) Introduction

� (3) How do DFIs/IFIs deal with E&S impacts and risks?

� (4) Assessing, mitigating and monitoring E&S impacts -
Examples
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(1) Orientation

� Development Paths and Pro-Poor Growth

Concept of Sustainability

� Sustainable development is development that meets the needs 
of the present without compromising the ability of future 
generations to meet their own needs.*

� Three pillars of sustainability : economic demand, 
environmental resilience, social equity

� From policy to project level

Development Banks and Social and Environmental Standards

* Report of the World Commission on Environment and Development, 1987



(1) Orientation

6 Source: The New Development Finance Landscape, OECD, June 2014



(1) Orientation
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Instruments Recipient: public sector
entity

Recipient: private sector
entity

Grants 
(including technical assistance)

�

�

in form of technical
asstistance (often
investment related)

Concessional loans
�

Often depending on 
country income level

�

Only used under limited 
circumstances

Non-concessional loans � �

Equity and other non-
concessional instruments

� Generally not used �

Private flows



(2) Introduction

What do we mean by E&S issues in projects financed by
DFIs/IFIs?
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(2) Introduction – „E&S impacts“
� Potential negative impact

� Impacts on the environment
� on biodiversity (incl. animal species): by project location, 

construction or project activity etc.

� on resources: use of energy, water etc.

� on air/soil/groundwater: pollution by project activity etc.

� …

� Impacts on people
� on workers: wage, child labour, working conditions, health and

safety etc.

� on people living around project location: health and safety, 
access to land/resources/cultural sites etc. 

� on vulnerable groups, e.g. indigenous communities

� …
Development Banks and Social and Environmental Standards



(2) Introduction: why DFIs/IFIs care about

E&S

� Sustainability in (private sector) development finance:

� Economic sustainabiltiy

� Environmental sustainability

� Social sustainability

� Mandates: „Do no harm“ and „Do good“

� Environmental and social risks:

� Financial risk (for project and DFI)

� Reputational risk (for project DFI)

� Risk and opportunity: business case for good E&S management

� No project/company without any impact on people and the
environment

Development Banks and Social and Environmental Standards

Do no
harm

Do good



(2) Introduction: role of E&S

� DFIs/IFIs vs. Commercial Banks

Source: http://www.developmentandtheprivatesector.org/report/files/assets/downloads/
IFI_and_Development_Trough_the_Private_Sector.pdf



(3) How do DFIs/IFIs deal with E&S impacts

and risks?

� Define policy as basis

� Define knock-out criteria („no-go“)
� Exclusion Lists

� Define standards projects need to comply with
� „one for all“ or risk dependent approach
� define own standards or define guidelines to use existing standards

� Apply standards in projects:
� Rate E&S risk of project
� Assess impacts and gaps to standards
� Require compliance with standards, at least over time
� Monitor implementation

Development Banks and Social and Environmental Standards



(3) E&S Standards - Overview

Overall standards

To cover as many topics as possible
and be applicable in projects of all 
sectors
Examples:
• IFC Performance Standards
• World Bank Safeguard Policies
• AfDB Operational Standards
• EBRD Performance 

Requirements
• IDB Safeguard Policies
• …

SIMILAR BUT NOT THE SAME

Specific standards

To cover a certain topic, sector or topic 
within a sector

Examples:
• „Good International Industry Practice“ 

(GIIP)
• Labour standards (e.g. ILO Core Labour 

Standards, SA 8000)
• Technical environmental standards:

− World Bank General EHS 
Guidelines

− World Bank Industry Specific EHS 
guidelines (over 60)

• Hydropower sustainability assessment 
protocol

Development Banks and Social and Environmental Standards

Human Rights



(3) E&S Standards – example:

IFC Performance Standards (2012)

� PS1: Assessment and Management of Social and
Environmental Risks and Impacts

� PS2: Labor and Working Conditions

� PS3: Resource Efficiency and Pollution 
Prevention

� PS4: Community Health, Safety and Security

� PS5: Land Acquisition and Involuntary
Resettlement

� PS6: Biodiversity Conservation and Sustainable
Management of Living Natural Resources

� PS7: Indigenous Peoples

� PS8: Cultural Heritage

→ Includes references to other benchmarks

P
S 

1

PS 2

PS 3

PS 4

PS 5

PS 6

PS 7

PS 8
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(3) Applying E&S standards in project cycle

Screen for Knock Out criteria - Exclusion List

• Assess potential E&S impacts of project :  avoid >
minimize > mitigate (> offset)

• Assess client‘s willingness and capacity to mitigate
these impacts

• Gap analysis to standards you want client to comply
with

• Translate gaps into actions → Environmental and
Social Action Plan (compliance not at project start, 
but during project implementation)

more risk →

more rigorous
assessment

Agree E&S requirements (incl. action plan) with client and
put them in contract

(define consequences in case of non compliance)

Client implements and DFIs monitor agreed E&S actions
and requirements

more risk →

monitoring
more closely

Classify transaction according to E&S risk

more risk →

apply different 
standards
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Agree to proceed

Detailed due 
diligence

Transaction 
approval

Contract

Implementation





(3) Limitations
� Limitations in standards

� Wording careful since minimum requirements: „appropriate“/ „adequate“ / „when
impact significant…“

� Project context important

� Not all made for situation you are in (e.g.  ILO Core Labour Standards not made
for private sector but should be applied by companies)

⇒ judgement!

� Limitations in DFI/IFI assessment & monitoring
� Scope of assessment

� DFI is not and cannot be „big brother“

� Unforeseen impacts

� Limitation in application by company/recipient
� Area of influence

� Budgets

� Unforeseen impacts

� Prioritization
� Sometimes need to focus on most important issues (⇒ judgement!) 

� Human life comes first

Development Banks and Social and Environmental Standards



(3) Limitations – trade offs
� More factors to consider in a project than E&S

� Dealing with trade offs - examples:
� E&S impacts vs. other positive developmental effects – examples:

� potentially negative impacts on local level vs. positive effects on 
regional/national levels (e.g. often with large infastructure)

� Non-renewable energy: energy need vs. „green energy“; resource
availability

� Labour intensive industries: providing jobs to many people vs. good
labour standards

� Extractive industries: using resources available vs. Difficult
labour/environmental conditions

� …

� Sovereignty of each country/society to set own standards vs. 
applying international standards

� Alternative scenarios (Think twice before you walk away!)

Development Banks and Social and Environmental Standards



(4) Assessing, mitigating and monitoring 

E&S impacts - Examples
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(4) Exclusion list - example

� No

child labour

harmful or exploitative form of

OeEB/EDFI Exclusion List www.telegraph.co.uk



(4) Assessing and mitigating impacts –

social impact examples

� Working conditions

Wage?
Working hours?



� Working conditions – Identifying financial risks and 
opportunities 
� High workforce turnover – increased training costs and loss of 

intellectual capital (more relevant for high-skilled work) 

� Accidents/sickness lead to lost time and inefficencies

� Protests by workers: risk of delays/ downtime 

� Reputational risks – loss of buyers (more relevant for 
exporting industries)

� Working conditions impact on worker productivity →
Economic case for international labour standards (Palley, 2004 
and Brown et al., 2013)

� Positioning among competitors, certifications and reputation

� Access to finance 



(4) Assessing and mitigating impacts –

social impact examples

� Health and safety – people around the project



(4) Assessing and mitigating impacts –

social impact examples

� Community/stakeholder 
engagement

� Displacement and resettlement
� Voluntary vs. involuntary displacement
� Physical displacement: relocation or 

loss of shelter (resettlement)
� Economic displacement: loss of 

assets/access to assets or resources 
→ loss of income/livelihood 

� Government-led resettlement
� Compensation, livelihood restoration

Development Banks and Social and Environmental Standards

� Challenges - examples:
� What is a fair price for 2ha of land in rural areas of Congo?
� What is a company‘s influence if government has cleared the 

site beforehand?



� Communities – Identifying financial risks and
opportunities

� Protests by community or NGOs: risk of delays/ downtime
(„social license to operate“)

� Reputational risks (media attention) – loss of buyers

� Local suppliers: may drive costs down

� Access to finance



(4) Assessing and mitigating impacts –

environmental impact examples

� Location location location!

� Use of resources (e.g. energy, water)

� Waste management (particular risk: 
harzardous waste)

� Pollution prevention

Development Banks and Social and Environmental Standards



(4) Assessing and mitigating impacts –

environmental impact examples

� Animal species and ecosystems

� Ecosystem services

� Biodiversity impacts 



� Environmental Impacts – Identifying financial risks and 
opportunities 

� Pollution clean up costs/ fines by authorities 

(also risk for DFI if polluted site as collateral)

� Protests by community or NGOs: risk of delays/ downtime

� Reputational risks

� Resource use: efficiency and cost reduction (e.g. energy, water 
consumption)

� Positioning among competitors

� Access to finance



(4) Implementing an Environmental and 

Social Management System

� Management System

� Responsibility: who‘s head is going to roll when things go
wrong?

� Capacity, know how and training

� Embedding E&S in company: starts with management

� Certification of management system

E&S Management 
System

E&S Manager

Environmental 
Management

Env. Manager

Health and Safety 
Management

HS Manager

Human Resource 
Management

HR Manager

Stakeholder 
Management

Community Liaison

…

EHS Manager Social Manager

Development Banks and Social and Environmental Standards



Thank you 

for your 

attention!
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Annex – Links and References
References

� Palley, Thomas (2004):  The economic case for international labour
standards, Cambridge Journal of Economics, 28, 21-36

� Brown, D., Dehejia, R., Robertson, R. (2013):  Is there an efficiency case for
international labour standards?, BetterWork Discussion Paper Serios No. 
12

Links

� Example for standard used in private sector finance:
� IFC Sustainability Framework Performance Standards (+ Guidance Notes): 

www.ifc.org/sustainability; http://www.ifc.org/performancestandards

� Example for standard used in public sector finance:
� World Bank Safeguard Policies

� Labour Standards:
� ILO Core Labour Standards – Ratification Country Table

� Social Accountability (SA) 8000 – auditable labour standard

� Documentary on 5 heavy manual labour industries: http://www.workingmansdeath.at/index.html
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Outline

Part II: Do good: Approaches of Social Development

� Orientation 

� What is sustainable development?

� What is social development?

� What are the three guiding social development approaches?

� The 3 approaches are complemented by a fourth...

Development Banks and Social and Environmental Standards



Orientation

Instruments Recipient: public sector
entity

Recipient: private sector
entity

Grants 
(including technical assistance)

�

�

in form of technical
asstistance (often
investment related)

Concessional loans
�

Often depending on 
country income level

�

Only used under limited 
circumstances

Non-concessional loans � �

Equity and other non-
concessional instruments

� Generally not used �

Private flows
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The 3 key pillars 

of sustainable development are…

Economically 
viable 

development

Socially inclusive development

Environmentally 
sound 

development

Development Banks and Social and Environmental Standards



Social development means transforming 

institutions to empower people

� Bottom-up approach to development 
� bring voices of the poor and underprivileged into the 

development process

� The need to “put people first” in development 
processes
� promote social development which empowers people 

� create more inclusive, cohesive, and accountable 
institutions and societies

Development Banks and Social and Environmental Standards



Social Development is essential to 

reduce poverty

� Better growth

� Growth depends on efficient use of resources

� Wasted resources & reduced growth if institutions systematically 
exclude certain groups

� Better projects

� Social development promotes better projects

� Projects addressing aspects of social development have better 
outcomes and greater impact on institutional development

� Better quality of life

� Inclusive, cohesive and accountable institutions promote better 
quality of life

� Particularly for poor and vulnerable women and men

Development Banks and Social and Environmental Standards



3 guiding social development 

approaches

� Inclusion

� Inclusive institutions promote equal access to 
opportunities

� Cohesion

� Cohesive societies enable women and men to work 
together 

� Accountability

�Accountable institutions are transparent and respond to 
the public interest

Development Banks and Social and Environmental Standards



Social inclusion promotes equal access 

to opportunities

Development Banks and Social and Environmental Standards



Social cohesion enables communities to 

work together

Development Banks and Social and Environmental Standards



Social accountability holds the state and its 

institutions to account to its citizens

Development Banks and Social and Environmental Standards



3 social development approaches are 

complemented by a fourth

Do good

Social 
Inclusion

Social 
Cohesion

Social 
Accounta

-bility

Development Banks and Social and Environmental Standards

Social 
Resilience

Do no harm



Social resilience is protected through applying 

environmental and social minimum standards

Development Banks and Social and Environmental Standards
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Working groups

Scenario: 

� Road construction and safety project in preparation 

� Project outline as handout
� Identification of various potential problems and challenges in regard to 

environmental and social issues
� List of first observations during preparation as handout

Tasks:
� Prioritizing/ avoiding/ minimizing/ mitigating issues
� Integrating positive measures in regard to soc. development approaches
� Lines of argumentation

Development Banks and Social and Environmental Standards

Experience work on environmental and social 
standards & social development in real-time



Case Example

Task 1: 

� Prioritize issues identified in 3 groups: high/medium/low (and 
explain why)

� High: 
� Safety: construction worker safety, community safety

� Project affected people: resettlement

� Medium: 
� People indirectly affected

� Environmental impacts: national park 

� Low: 
� construction camp - waste

Development Banks and Social and Environmental Standards



Case Example

� Mitigation hierarchy: 

avoid � minimize � mitigate/restore � (offset)

� High: 
� Safety: Protective equipment (oversight to check), crusher etc. safely 

stored

� Resettlement: Resettlement Planning – community engagement, 
compensation & livelihood restoration (vulnerable groups - Roma)

� Medium: 
� Community engagement beyond project affected people

� National park: possible to avoid? Minimize stretch – special measures 
(velocity controls, sound barriers…) 

� Low: 
� construction camp - waste

Development Banks and Social and Environmental Standards



Case Example

Task 2: 

� Can you think of any positive measures and activities to 
integrate regarding social inclusion, social cohesion, and 
social accountability in this project? 

� Social inclusion: Roma inclusion, gender sensitive road 
safety interventions

� Social cohesion: community driven design decisions 
(participatory road planning and road safety measures)

� Social accountability: public consultations & road 
beneficiary survey informing public awareness campaign

Development Banks and Social and Environmental Standards



Case Example

Task 3

� The Government is willing to implement all measures you
categorized as high priority, but not more. The project is
very important for economic development in the region. 
Would you advise your management to finance the 
project or not? Why?

Development Banks and Social and Environmental Standards


