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(1) Orientation 

 Public Sector vs. Private Sector Finance 
Recipient  

of financing 

Instrument 

used by DFI/IFIs 

Public Sector 

(government entity 

or SOE) 

Private Sector 

(privately owned 

company) 

 

Debt finance (loans) 

includes a subsidy element 

depending on country 

income level and 

creditworthiness 

mostly close to market 

terms 

Equity investment generally not used 

precious risk capital with 

certain expected return 

for multiple use  

(revolving fund) 

Grants 
e.g. used to help generate 

bankable projects 

used to improve 

development effects and 

decrease risk premium 
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(1) Private sector finance 

 Demand based  

 Private sector companies 

 Projects need to be economically 

viable and have developmental effects 

 Market rates/close to market rates 

 Bank - client relationship 

 

 Typical project „cycle“ 

 

First contact 

Early stage in 
transaction  

AGREE TO 
PROCEED 

Detailed due 
diligence 

TRANSACTION 
APPROVAL 

FINANCIAL CLOSE 

Implementation and 
monitoring 
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(2) Introduction 

What do we mean by E&S issues in projects financed by 

DFIs/IFIs? 
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derstandard.at 



Financial Times 2013: www.ft.com 



www.ilo.org (ILO Country Office for Indonesia) 

http://www.ilo.org/


derstandard.at 

economist.com 



(2) Introduction - E&S impacts 

 Potential negative/adverse impact 

 Impacts on the environment 

 pollution by project activity,  

 project location (e.g. biodiversity impacts),  

 use of resources (energy, water…)  

 etc.  

 Impacts on people 

 Workers: wage, child labour; working conditions, health and 

safety etc. 

 people living around project location: health and safety; access 

to land, resources or cultural sites; etc.  

 Human rights 
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(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 (can be turned into opportunity – business case) 

 Reputational risk 

 No project/company without any impact on people and the 

environment 
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(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  

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

 Assess impacts and gaps to standards  

 Require compliance with standards, at least over time 

 Monitor implementation  
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(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 

• … 
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(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 

contract more risk  

monitoring 

more closely 

Classify transaction according to E&S risk 

more risk  

apply different 

standards 
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(3) Limitations 

 Limitations in standards 

 Wording careful since minimum requirements 

 Project context important 

 Not all made for private sector (e.g. ILO Core Labour Standards) 

 „appropriate“/ „adequate“  

 judgement! 

 Limitations in DFI/IFI assessment & monitoring 

 Scope of assessment 

 not „big brother“ 

 Unforeseen impacts 

 Limitation in application by client 

 Area of influence 

 Unforeseen impacts 

 Contract negotiation 
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(3) Limitations – trade offs 

 More factors to consider in a project than E&S 

 

 Dealing with trade offs - examples: 

 High risk  large opportunities 

 E&S impacts vs. other positive developmental effects – examples: 

 potentially negative impacts on local level vs. positive effects on 

regional/national levels  

 Non-renewable energy  

 Labour intensive industries  

 Extractive industries  

 … 

 Sovereignty of each country/society 

 Alternative scenarios 
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(4) Assessing, mitigating and monitoring 

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

 No 

   child labour 

 

 

 

 

 

 

 No forced labour 

 

 

 

 

 

 

 

harmful or exploitative form of 



(4) Assessing and mitigating impacts –  

social impact examples 

 Working conditions 

 

 

 

 

 

 

 

Wage 

Working hours 



 Working conditions - limits 

 

Shipbreaking yard 

http://goo.gl/maps/kepqy  

http://goo.gl/maps/kepqy
http://goo.gl/maps/kepqy


(4) Assessing and mitigating impacts –  

social impact examples 

 Health and safety – people around the project 



(4) Assessing and mitigating impacts –  

social impact examples 

 Resettlement 

 Physical displacement: relocation or loss of shelter 

 Economic displacement: loss of assets/access to assets or 
resources  loss of income/livelihood  

 Voluntary vs. involuntary resettlement 

 Community/stakeholder engagement 

 Government-led resettlement 

 Compensation 

 

 Challenges - examples: 

 What is a fair price? 

 What is a company‘s influence? 
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(4) Assessing and mitigating impacts – 

environmental impact examples 

 Location location location! 

 

 

 

 

 

 

 

 Use of resources 

 Waste management 

 

 

 

 

 

 

 

Mekong Dams (www.internationalrivers.org) 
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(4) Assessing and mitigating impacts – 

environmental impact examples 

 Animal species and ecosystems 

Fish ladder built around a dam in the 

Pacific North West. 

Harald Sund/Photographer‘s 

Choice/Getty Images 

www.worldwildlife.org 



(4) Implementing an Environmental and 

Social Management System 

 Management System 

 

 

 

 

 

 

 Capacity, know how and training 

 Embedding E&S management in company 

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 

 Example for standard used in private sector finance: 

 IFC Sustainability Framework: 

 Performance Standards (+ Guidance Notes) 

 Environmental, Health and Safety Guidelines  

 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  

 

http://www1.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/IFC+Sustainability/Sustainability+Framework/Sustainability+Framework+-+2012/
http://www1.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/IFC+Sustainability/Sustainability+Framework/Sustainability+Framework+-+2012/
http://www1.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/IFC+Sustainability/Sustainability+Framework/Sustainability+Framework+-+2012/
http://www1.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/IFC+Sustainability/Sustainability+Framework/Sustainability+Framework+-+2012/
http://go.worldbank.org/WTA1ODE7T0
http://go.worldbank.org/WTA1ODE7T0
http://go.worldbank.org/WTA1ODE7T0
http://go.worldbank.org/WTA1ODE7T0
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:10011:0::NO:10011:P10011_DISPLAY_BY,P10011_CONVENTION_TYPE_CODE:1,F
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:10011:0::NO:10011:P10011_DISPLAY_BY,P10011_CONVENTION_TYPE_CODE:1,F
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:10011:0::NO:10011:P10011_DISPLAY_BY,P10011_CONVENTION_TYPE_CODE:1,F
http://www.sa-intl.org/index.cfm?fuseaction=Page.ViewPage&pageId=1458
http://www.sa-intl.org/index.cfm?fuseaction=Page.ViewPage&pageId=1458
http://www.sa-intl.org/index.cfm?fuseaction=Page.ViewPage&pageId=1458
http://www.sa-intl.org/index.cfm?fuseaction=Page.ViewPage&pageId=1458
http://www.sa-intl.org/index.cfm?fuseaction=Page.ViewPage&pageId=1458
http://www.workingmansdeath.at/index.html
http://www.workingmansdeath.at/index.html
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