Rhetoric and Reality:
Human Rights and the World Bank
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The Bank is concerned by human rights in Chad as elsewhere, buc
its mandate does not extend to political human rights.!

This statement by the World Bank in the context of its support for the
latgest private sector investment project in sub-Saharan Africa illustrates che
problem in a nutshell. Can the world’s most powerful development agency
achieve its goal of reducing poverty where political rights are repressed,
where freedom of expression and discussion are absent and opposition forces
are persecuted? This Article reflects a perspective drawn from the experience
of Northern environmental organizations, such as Environmental Defense,
which work closely with community groups, church groups, and develop-
ment and human rights organizations as well as trade unions in many devel-
oping countries. In our experience, protecting the environment, promorting
social justice and upholding human rights are inextricably linked. Or, to put
it differently, the separation of development goals from politics is unrealis-
tic. The focus here is on the World Bank because of its unmatched institu-
tional resources and pioneering role in establishing policy frameworks de-
signed to protect the poor and the environment. Other multilateral and bi-
lateral financial institutions often follow the World Bank’s lead as a model
for their own policies and practice.

‘World Bank development discourse has changed over time. Following the
publication of the 1987 report by the World Commission on Environment
and Development, which popularized the concept of “sustainable develop-
ment,”? and the 1992 United Nations Conference on Environment and De-
velopment, known as the Rio Earth Summit, the World Bank began to shift
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away from a single-minded preoccupation with economic growth rates. In
1993, it demonstrated its support for the new mainstream ideas of environ-
mental protection and the need for popular participation in development by
creating a high-level office, the Vice-Presidency for Environmentdlly and So-
cially Sustainable Development. Furthermore, the institution recognized that
sustainable development is impossible without the protection of human rights.3

Yet upon closer inspection, the discourse does not match the reality of the
financing decisions taken by the world’s most prominent development
agency. The institution makes a disingenuous distinction by separating po-
litical and civil rights from economic and social rights. It insists that its
central mission of reducing poverty contributes to promoting economic and
social rights, but that considerations of political and civil rights lie outside
of its mandate.

The World Bank claims that the advancement of broadly defined human
rights is not possible without development.4 Development, of course, is the
Bank’s business. Yet large amounts of money continue to flow to govern~
ments that systematically abuse human rights and have shown little com-
mitment to alleviating poverty or protecting the natural resources on which
a majority of people in developing countries depend. Financial support for
an authoritarian government often leads to a further strengthening of the
repressive apparatus of its regime, worsening the country’s human rights
situation. Under such conditions, the World Bank’s stated goals of achieving
broad-based economic development have to be called into question. Political
and civil rights are ultimately crucial to the enjoyment of economic rights,
as shown by the research of Nobel Prize~winning economist Amartya Sen.’

This Article argues that the contradiction between the Bank’s recent dis-
course concerning the fight against corruption, governance reforms, and the
empowerment of citizens, on the one hand, and the continuation of its tech-
nocratic and depoliticized approach to development financing, on the other,
has become untenable. A possible way out of the current gridlock is the
adoption of a rights-based approach to development that pays close attention
to the political environment of a country by examining who holds the power
and how it is exercised. World Bank President James D. Wolfensohn himself
seems to recognize that civil and political rights are the foundation of devel-
opment when he states that “if [countries] do not have good governance, if
they do not confront the issue of corruption, if they do not have a complete
legal system which protects human rights and contracts . . . their develop-
ment is fundamentally flawed and will not last.”® Yet, as our examples in
this Article attempt to show, the institution’s operational policies and lend-
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ing practices so far have failed to take the indispensable step of including
political considerations and human rights in their financing decisions.

The first section reviews and questions the World Bank's official discourse
concerning human rights. This is followed by examples of how the Bank’s
seeming indifference to the need for political systems that allow for the open
discussion and implementation of programmatic alternarives leads to disas-
trous consequences for the intended beneficiaries of World Bank funding—
the poor and vulnerable population groups in developing countries. The con-
clusion briefly examines the influence of the major donor governments on
the Bank, as well as the power of the bureaucracy itself in maintaining the
current incoherent approach to development. It argues for a rights-based
approach ro development as a way out of the current development morass.

1. WHOSE LEGALITY?

While there may be multiple reasons for the World Bank'’s refusal to in-
clude human rights concerns in its operational policies and lending opera-
tions, the official explanation centers on a narrow interpreration of che insti-
tution’s charter, known as the Articles of Agreement. According to this in-
terpretation, the Bank cannot address questions of political and civil rights
because the Articles of Agreement prevent it from interfering in the politi-
cal affairs of its member countries. The relevant article indicates that “only
economic considerations shall be relevant” in the World Bank's decision-
making.” However, the Bank’s charter may not be as restrictive as is often
claimed by its management. The Articles of Agreement are sparse and have
allowed the Bank enough flexibility to change and adapt over time.® The
Bank’s own legal counsel left some ambiguity in the interpretation of che
relevant article (art. IV, sec. 10), stating that while Bank staff may not openly
advocate for a particular kind of government, if a borrowing government
behaves in a fashion that undermines the Bank’s economic objectives, staff
may be justified in calling for political changes or terminating lending.”

Despite the leeway afforded by the Articles of Agreement and the Bank’s
own insighes linking empowerment to development, the operational core of
the institution continues to shy away from political analysis. The depoliti-
cized language of the project documents presents an array of issues affecting
diverse populations as mere technical problems amenable to technical solu-
tions that the Bank can provide.!® The political and social context that cre-
ates the problems is ignored because of the Bank's distinction between che
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“traditional” concept of human rights—e.g., the civil and political rights
enshrined in the International Covenant on Civil and Political Rights—and
other fundamental rights concerning the necessities of decent living condi-
tions, such as those articulated in the International Covenant on Economic,
Social and Cultural Rights and the Declaration on the Right to Development.
This interpretation seems to indicate that the World Bank, a specialized
agency of the United Nations,! is free to pick and choose which interna-
tional agreements pertain to its activities and which it can leave aside. It
must be left to legal scholars to analyze whether the Bank has an obligation
to promote and protect human rights under the U.N. Charter, which might
be considered hierarchically superior to the Articles of Agreement. The Char-
ter, whose article 55 calls for “universal respect for, and observance of, hu-
man rights and fundamental freedoms for all without distinction as to race,
sex, language, or religion,” also contains a provision prohibiting intetfetence
in internal political affairs.12 However, in the U.N.’s intetpretation, this provi-
sion does not apply to human rights, which are considered to be a matter of
international concern and not the prerogative of a sovereign state. Why
should the World Bank’s Articles of Agreement be interpreted differently?13
Aside from the necessary legal analysis, empirical evidence suggests that
the distinction between political and civil rights on the one hand and social
and economic rights on the other is increasingly difficult to uphold. Ac-
cording to Amartya Sen, “[plolitical rights . .. are not only pivotal in in-
ducing social responses to economic needs, they are also central to the con-
ceptualization of economic needs themselves.”!4 Sen’s far-reaching research
on famines, for example, concludes that in the terrible history of famines in
the world, no substantial famine has ever occurred in an independent coun-

try that enjoys basic democratic freedoms.!> Along a similar line, much new
thinking on development stems from the concept of “sustainable liveli-
hoods,” which has a clear political dimension. Sustainable livelihood think-
ing views development as consisting of support for local people’s ability to
have a role in society and be active participants in decision-making.1¢

11. The establishment of the U.N. in 1945 was preceded by the creation of the World Bank in 1944,
The World Bank’s status as a specialized U.N. agency is defined by a treaty known as the Relatiotiship
Agreement which recognizes that the UN. will not make recommendations on specific loans and
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Recent World Bank publications do seem to include a more political di-
mension. The flagship annual World Development Report 2000/2001 recognizes
that the unequal distribution of political power and the way state inscitu-
tions operate may be particularly unfavorable to poor people. It considers
“empowerment” of local people a key element in reducing poverty, defining
it as effective popular participation and citizens’ monitoring of state agen-
cies.”” Unfortunately, this reporr, like other well-meaning World Bank pub-
lications, does not spell out the institutional mechanisms, internal incentive
systems, and other measures that would be required to begin translating an
“empowerment” agenda into practice.

I1. SUPPORT FOR AUTHORITARIAN REGIMES

During the Cold War, the Bretton Woods instirutions followed the logic
of their main shareholding governments, with the United States in the lead.
There was little question that development loans were meant to strengthen
regimes thought to be the allies of the West as bulwarks against commu-
nism, no matter how egregious the human rights violations these regimes
were committing.

The contradiction between the World Bank’s stated goals of promoting
local participation and governance reforms as essential to alleviating poverty
and its lack of consideration of political situations became more evident
when the geostrategy of Cold War alliances no longer played a role. Even
after the collapse of the Berlin Wall and the disintegration of the former
Soviet Union, Cold War allies remained important clients of the Bank. Sup-
port continued for both Suharto in Indonesia and Mobutu in the former Za-
ire until virtually the last days of each regime. It was well known to Bank
staff that about one-third of its lending to Indonesia disappeared into pri-
vate pockets while the regime was atrociously repressing civil and political
rights, including undertaking a genocidal war in illegally occupied East
Timor.!8 But the money kept flowing. In the former Zaire, no matter how
outrageous or obvious the theft from the public treasury, no matter how se-
vere the repression of opposition forces, the money to Mobutu and his cro-
nies kept flowing. According to a writer for the Financial Times, the funding
of the regime by western donors, led by the World Bank and che IMF,
“locked the society into one slow-motion economic collapse.”? The usual
counter-argument made by World Bank staff is cthat without Bank funding
the situation would be even worse. It is, however, hard to conceive of 2 worse
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situation than the one in the present-day Democratic Republic of Congo
(DRC), where more than 2.5 million people have died as a result of armed
conflict, where generations have been lost because of lack of access to educa-
tion and basic health services, and where people manage to survive only be-
cause of their formidable ingenuity—all this in the midst of a wealth of
natural resources so great that it could make the DRC the richest state on
the African continent. Depriving Mobutu of his external support might
bave paved the way for eatlier democratic change and thereby avoided the
sad predicament of millions of Congolese people today.

It may be argued that these are regrettable Cold War legacies and that
such logic no longer applies in the twenty-first century. There are, howevet,
recent examples of how the World Bank continues to fund tepressive and
corrupt political regimes.2’ One such example is the Democratic Republic of
Congo, where the Bank’s lack of coherence concerning human rights contin~
ues to lead to disastrous consequences for the majority of people. A recent
expert report for the U.N. Security Council deserves the highest praise for
throwing light on the underlying causes of the ongoing war in that coun-
try.?! The report documents how mass-scale looting and systematic exploita-
tion of the DRC’s natural resources have led to the continuation of the war.
The illegal exploitation of gold, diamonds, coltan, copper, cobalt, and other
forms of wealth is being carried out through systems of control established
by Rwanda and Uganda, and has led to massive financial gains for the
Rwandan Patriotic Army and the enrichment of top Ugandan military
commanders and civilians. The hidden agenda of some military top brass
was to use military forces in various zones for the pursuit of personal busi-
ness interests. The U.N. report courageously provides names, documents
transportation channels, and identifies financial links with transnational cor-
porations. According to the report, the Central Bank of Uganda acknowl-
edged to the IMF that the staggering increase in the volume of Ugandan
gold exports did not reflect domestic production levels, but rather leakage
from across the border. Although Uganda has no known diamond produc-
tion it is now an exporter of diamonds, which can safely be assumed to have
been stolen from the DRC.

While wealth is taken from the country, keeping the war machine rolling,
the suffering of the civilian population knows no end. The U.N. report
states, for example, that “Humanitarian organizations working in the occu-
pied zones told the Panel stories of 2 number of women in some villages who

have simply stopped taking their children to the health centers because they
no longer possess simple items of clothing to preserve their dignity.”?2
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What is the role of the World Bank in this violent system of illicic wealch
accumulation? According to the U.N. report, the Bank was informed about
significant increases in diamond and gold exports from Uganda that could only
be explained by its theft of resources from the DRC. Yet the Bank has praised
Uganda for its economic performance and portrayed its government policies
as a success story; Uganda ulcimately became eligible for debc relief under
the Highly Indebted Poor Countries (HIPC) initiative. Rwanda was simi-
larly rewarded by qualifying for HIPC. Both Uganda and Rwanda have received
long-term loans, part of which support their increasing defense budgets.

Had the World Bank publicized the looting of the DRC by Uganda and
Rwanda and threatened to cut off funding for both governments instead of
rewarding them, it could have made a contribuction to establishing peace, a
critical pre-condition to its mission of alleviating poverty. The Bank could
have barred both governments from access to international public and pri-
vate finance since other financial institutions often make their own financing
decisions dependent on Bank involvement in a country. This might even have
been the stick needed to prompt the withdrawal of foreign troops from the
DRC.

The World Bank’s shadow in the DRC has been less obvious than its di-
rect involvement in the largest project currently being builc on the African
continent, the Chad-Cameroon Oil and Pipeline project. The $3.7 billion
project—whose principal shareholder, ExxonMobil, is the world’s wealchiesc
corporation—would not have gotten off the ground withour World Bank
co-financing. The oil companies insisted on Bank participation for two rea-
sons: it provides political risk insurance in a volacile region and it ateracts
additional financing from other sources such as the European Investment
Bank and a host of commercial banks.

The Doba oil fields that the project seeks to exploic are located in the
southern part of Chad, which has been in armed conflict with the northern
part of the country for over thirty years. Chad’s government is run by clans
from the northern region, and many southeeners feel voiceless and perse-
cuted. According to Amnesty International, the Chadian Government killed
hundreds of unarmed civilians in the oil-producing region in the late 1990s
at a time when intense project preparations were under way.?> The U.S. State
Department lists both Chad and Cameroon as major abusers of human rights
and countries where citizens do not have the power to change their govern-
ment via the electoral process.?!
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The Chad-Cameroon Oil and Pipeline project provides a stark example of
the increasing marginalization of poor rural communities and indigenous
peoples. Despite promises of development, local villagers in Chad’s oil-
producing region have had their land and common property resources ex-
propriated without adequate compensation. For example, the oil consortium
has taken over fallow fields that are an integral part of local agriculture be~
cause they were considered to be empty and un-owned land. There was no
proper evaluation of the value of the fruit trees, leaves, and roots that are
critical to the survival of local households in order to assess adequate com-
pensation. In cases where one-time compensation payments were made, they
were inadequate and left the villagers with the erroneous belief that they
would receive these payments on a regular basis. In addition, local organiza~
tions warn of an impending water emergency for local communities as oil
drilling activities require large amounts of water; some village wells have
already begun to dry out. EPOZOP (Entente des Populations de la Zone
Petroliére), which is the main organization working in the field on behalf of
the local population, has not received legal recognition from the government
and has had to suspend its activities.?>

On the Cameroonian side of the project, the pipeline traverses the Atlan-
tic rainforest, posing serious risks to the indigenous Bakola Pygmy people.
Contrary to the World Bank’s existing Policy on Indigenous Peoples, the
project includes no mechanism for the assessment of the legal recognition of
indigenous peoples’ rights to land and forests.26 With the construction of
the pipeline, the lack of land security will make it difficult to contain land
invasions and the pressures on local resources on which the survival of the
semi-nomadic Bakola people depends.

Overall, the project might amount to a net loss for the impoverished peo-
ple of Cameroon. The floating storage and off-loading facility from where
the oil will flow onto tankers is to consist of a single-hulled vessel.?” The
dangers of oil spills and leaks will be ever present, and sooner or later are
likely to disrupt the delicate marine environment where the pipeline enters
the ocean. This is a biologically diverse area where artisanal fisheries provide
protein for large numbers of people. A study funded by the World Wildlife
Fund calculated that the value of the renewable resources of the coastline
directly affected by the pipeline would be about $104 per capita per year in
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perpetuity, compared with the stated benefits of the pipeline of about $4 per
capita per year over the thirty-year operation of the pipeline.8

In view of the political repression in Chad, local civil society organiza-
tions requested that there be a moratorium on World Bank funding of the
project until adequate legal frameworks and other conditions were instituted
that would ensure that the oil revenues would benefic the overall Chadian
population and that the environment would not be permanently damaged.??
The request for a moratorium was supported by a broad coalition of NGOs
from developed countries, and several of the World Bank's donor govern-
ments starred raising questions abourt the serious risks posed by the project.
In response to these concerns, the Bank set up what it claimed to be a trans-
parent consultation process with locally affected people, and stated chac the
consultations had led to a wholehearted endorsement of the project. The
Bank failed to mention that the oil company staff sent out to conduct these
consultations were accompanied by armed military guards whose services
were responsible for the recent massacres in the region.

International public pressure led the World Bank to demand chac the
Chadian government pass a law intended to ensure the transparent manage-
ment of oil revenues by setting up a control committee in which members of
civil society would be represented. A legal study by the Harvard Law School
Human Rights Clinical Program showed that the law was inadequate as a
tool to control how the oil income would be spent.?® Bank management,
however, worked ceaselessly to convince the institution’s Board of Directors
that the project would be the only chance to lift Chadians out of poverty.
The project appraisal document went so far as to claim thac “Chad has suc-
cessfully put in place democratic political institutions,” while not making
even a reference to the massacres committed by security forces, arbitrary
arrests and the general climate of fear and intimidation in the country.3! The
World Bank’s Board of Directors obliged by approving the loan in June
2000, setting in motion Africa’s largest single investment.

It did not take long for the Chadian government to confirm the fears of
the civil society groups. As soon as the government received the first money
from the oil companies, it went shopping for armaments.3? After being ini-
tially embarrassed, the World Bank quickly declared that chis liccle “policy
slippage” would have no further consequences, and rewarded the Chadian gov-

28. A.R. G. PRICE ET AL., CAMEROON'S COASTAL CONSERVATION AND MANAGEMENT PLan: DEsK-
‘ToP STUDY 14 (1999) (0n file with the Harvard Human Rights Journal).

29. Ad hoc Coalition of Civil Society Orgs. in Chad, Declaratien of Bebedja, (1999) (on file with
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ernment by granting it a package of $260 million in debt relief under the
Highly Indebted Countries Initiative (HIPC). This generous gift during
election time in the late spring of 2001 was justified as leading to increased
expenditures on governance and social programs. In the months leading up
to the fraudulent election of May 2001 in which President Deby was re-
elected, Deby proceeded to thumb his nose at the Bank. He arrested all six
opposition candidates. The best known among them, Ngarledjy Yorongar,
was badly tortured.?> He was only released after an NGO representative was
able to alert World Bank President Wolfensohn personally about the situa~

tion, something his staff apparently had failed to do.** Mr. Wolfensohn fol-
lowed up by calling President Deby, and thereby obtained the release of Mr.
Yorongar and the other opposition leaders. Mr. Yorongar required treatment
at the Primo Levi Center in Paris, which is especially dedicated to victims of
torture.3> Mr. Wolfensohn's personal intervention in this case was extraordinary,
and the experience cannot be considered likely to be replicated elsewhere.

The situation in Chad and so many other countries shows that money is
not the answer, but rather is frequently at the root of the problem. Interna-
tional development funding often strengthens the hands of an authoritarian
government and eases pressure within the country for policy changes,
thereby distorting the domestic political dynamic.36 A World Bank study
reaches a similar conclusion when it states that development funding re-
duces incentives to strengthen domestic accountability and economic gov-
ernance.?” Bank funding strengthens governments in two ways. Internally, it
helps shore up the domestic image of the regimes in power and lends them
an aura of invincibility because of their foreign backing. Externally, it pres-
ents a vote of confidence in a given regime, which leads other public and
private financial institutions to participate in co-financing arrangements that
usually are far larger than the initial loan.

One can only wonder why the World Bank’s in-house research gets so lit-
tle attention from the institution’s operational staff. A Bank research paper
on the economic causes of armed conflict concluded that the export of pri-
mary commodities is a major cause of armed conflict because it is the most
lootable of all economic activities.3® Both the war in the Democratic Re-
public of Congo and the prospect of renewed armed conflict in Chad once
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the oil begins to flow bear witness to the theory. Yer chese research findings
seem to be of limited relevance when it comes to financing decisions.

A rights-based approach by the World Bank would have prevented cthe in-
stitution from descending into the quagmire that the Chad-Cameroon proj-
ect presents. Such an approach would have called for careful consideracion of
the courageous voices of civil society organizations in both countries, and
may have required the Bank to limit its role to helping create the legal
framework necessary for democratic change before helping to launch a
mulci-billion dollar project that engenders further human repression and
marginalization.

III. MARGINALIZING THE POOR AND FAVORING THE RICH

In what has been described as the violence of development, an estimated
two million people have been forced from their homes and land as a result of
Bank-assisted projects.3? World Bank policy requires that people to be reset-
tled not be left worse off than they were before.® But an internal Bank re-
view of 192 projects involving involuntary resectlement berween 1986 and
1993 found that only a single project had satisfactorily compensated and
rehabilitated the affected people.®! However, instead of strengthening the
implementation mechanisms of its policy on involuntary resettlement, a new
version of the policy will weaken them substantially.¥? Under the new pol-
icy, people without recognized legal rights to lands and assets will not be
fully consulted or compensated for loss of land when relocated by World
Bank projects. This is inequitable in the context of most Bank projects be-
cause a large part of the affected people will be indigenous peoples who hold
no official land titles. In addition, few developing countries have a fully es-
tablished system of legal land titles either for households or for common
property resources. The World Bank's proposed new policy represents a se-
vere regression from provisions of international law such as ILO Convention
No. 169, which establishes that the rights of ownership and possession of
indigenous and tribal peoples over the land they tradicionally occupy shall

39. Sez Balakrishnan Rajagopal, The Violence of Develcprzent, WasH. PosT, Aug. 9, 2001, ar A19 {com-
paring involuntary resettlement to ethnic cleansing). The author is director of the Program on Human
Rights and Justice ar the Massachusetes Institute of Technology; sz alro Press Release, Forest Peoples
Programme, Bretton Woods Project and Center for International Eavironmental Law, Qutery as World
Bank Set to Backslide on International Standards for Development (Apr. 3, 2001) (roung che Bank's
appalling record on forced resertlement with 2 million displaced by Bank projects) (on file with authar).

40. Sez WORLD BANK, OPERATIONAL DIRECTIVE 4.30: INVOLUNTARY RESETTLEMENT {June 1, 1990),
auzilable at hup:/fererwifc.orglenviro/EnvSoc/Safeguard/Resecdement/OD_430_Involuntery_ Resetelement.pdf.

41. Sez WoRLD BANK, THE WORLD BANK OPERATIONAL MANUAL, RESETTLEMENT AND DEvELOP-
MENT: THE BANKWIDE REVIEW OF PROJECTS INVOLVING INVOLUNTARY RESETTLEMENT 1986-1993
(Mar. 1996), available at hup:l/www-wds.worldbank.orgfservlet/ \WDSContentServer/ \WVDSPH B! 19956/03/
01/000009265_3980728143956/Rendered/PDF/multi_page.pdf.

42. Letter from Dana Clark, Center for International Environmental Law, to Carele Brookins, Execu-
tive Director, World Bank (Oct. 10, 2001) (on file with the Harvard Human Rights Journal).
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be recognized.?3 Similarly, the World Commission on Environment and De-
velopment has called attention to the increasing vulnerability of the world’s
indigenous peoples as a result of the loss of their traditional lands and has
recommended, “The starting point for a humane policy for such groups is
the recognition and protection of their traditional rights to land and the
other resources that sustain their lives.”#4

The need for a rights-based approach to development is also evident in
the Bank’s growing area of lending for economic reform programs. Its failure
to consider civil and political rights as the foundation for social and eco-
nomic rights is a central reason for the lack of success of its lending for eco-
nomic reforms, known as structural adjustment programs or programmatic
lending. There is no question that countries often have serious weaknesses in
national policies and that structural reforms are needed. However, both the
fact that the World Bank’s current disclosure rules do not allow for public
access to information on specific structural adjustment programs and the fact
that these programs are only discussed within a small citcle of officialdom
contribute to the undermining of political rights. The lack of public infor-
mation about the conditions and economic policies promoted by this type of
lending forecloses democratic debate within the countries concerned. For
example, macroeconomic policy reforms designed to promote exports, which
are the centerpiece of most World Bank structural adjustment programs,
often lead to further impoverishment of large sections of the population
when their lands and forests are taken over for mono-crop agricultural or
forestry plantations or large-scale commercial logging by the powerful inter-
ests capable of making use of Bank support. Local people’s livelihoods and
food security are severely affected when the forests, land, and water they tra-
ditionally rely upon for their subsistence become commercially attractive to
others.*> Yet they often have little or no opportunity to participate in the
decisions that lead to this state of affairs.

In contrast to specific projects, which at least require a modicum of envi-
ronmental review and public consultation, the World Bank’s growing area of
structural and programmatic lending continues to be exempt from environ-
mental and social operational policies. Almost half of all Bank lending is
now dedicated to these programs, part of which are now referred to as “Pov-
erty Reduction Support Credits.”6

Current adjustment policies are based on abstract theory demanding great
sacrifice in the name of purported economic growth in the future. The pri-
mary goal is to prevent a country’s default on its foreign debt in the belief
that this is a pre-condition for development. The primary focus on debt re-

43. See Convention Concerning Indigenous and Tribal Peoples in Independent Countries, Jun, 27, 1989, 169
I1.L.O 1989.

44, WoRLD COMMISSION ON ENVIRONMENT AND DEVELOPMENT, OUR CoMMON FUTURE 115 (1987).

45. See SOLON L. BARRACLOUGH & KRISHNA B. GHIMIRE, FORESTS AND LIVELIHOODS (1995).

46. WORLD BANK, OPERATIONS EVALUATION DEPARTMENT, 2001, REVIEW OF THE BANK'S Pen-
FORMANCE ON THE ENVIRONMENT 20 (2001).
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payment requires severe cuts in domestic spending and centers on the pro-
motion of exports as a means of earning foreign exchange for debr servicing.
Lack of government funding for environmental protection and overexploita-
tion of natural resources are often the consequences.

The deflationary, one-size-fits-all macro-economic policy prescriptions
imposed by structural adjustment loans were already criticized in 1987 by a
groundbreaking study led by UNICEE#®’ The study found that IMF and
World Bank-style adjustment policies reflect a failure to fully consider their
distributional and poverty implications and contributed to a worsening of
the situation of children in developing countries. The 1987 UNICEF
findings were more recently confirmed by a series of participatory case stud-
ies undertaken by a group of independent civil society organizacions, which
initially had the backing of World Bank President Wolfensohn. The study
reveals that the deflationary policies have led to growing poverty through
depressed employment and real incomes as well as severe curts in social ex-
penditures. It concludes that stabilization and structural adjustment pro-
grams have been carried out at great expense to the poor and marginalized
sectors of society and will have negative social impacts for generations to
come.48

IV. A Way Out oF DEVELOPMENT GRIDLOCK

‘We all can imagine international economic approaches that would provide
a more positive environment for people in developing countries. One could
begin by questioning the fundamental notion shared by the theories of capi-
talism and bureaucraric central planning that progress is a mechanistic and
linear march toward a uniform fucure. Or one could begin wich a much-
needed analysis of the role of the international economy in structural under-
development.®® The approach taken here is to consider what could be done
within the current economic order to hold the World Bank publicly ac-
countable to its stated commitments to poverty alleviation and sustainable
development.

Environmental non-governmental organizations in North America and
Europe working with civil society in developing countries have learned from
their partners that the livelihoods of local people must be placed at the cen-
ter of concern if the environment is to be protected. Local organizations all
too often witness economic development activities leading to the disposses-
sion of local communities and the increasing marginalizacion of vulnerable
populations. The situation is worsened when the loss of traditional rights,
such as customary rights to common property resources, is not replaced by

47. Sez ADJUSTMENT WiTH A HUMAN FACE 1-8 (Giovanni Andrea Cornea et al. eds., 1987).

48. Sez STRUCTURAL ADJUSTMENT PARTICIPATORY REVIEW INTERNATIONAL NETYORK, THE PoLcy
Roots oF EconoMic Crisis AND PovERTY (Nov. 2001), asuilatle ar huepdivrawsapnn.osgSAPRIN_
Synthesis_11-16-01.pdf.
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the acquisition of new rights, leaving increasing numbers of politically pow-
erless people destitute. In essence, what we have learned is that local liveli-
hoods depend on the political self-organization of communities and the crea-
tion of political and institutional accountability. But while experience shows
the interrelatedness of these concerns, the World Bank fails to take these
connections seriously. In fact, its own Evaluation Department has high-
lighted the missing connection in Bank operations between the environment
and local livelihoods. According to one such report, “the Bank did not pur-

sue either analytically or operationally the links between environmental
sustainability and poverty alleviation.”*® Another report concludes that the
resule of this disconnect is that Bank-financed projects face serious problems
with regard to long-term and indirect environmental impacts as well as
public involvement and consultation.’!

A rights-based approach to development would go a long way toward
overcoming some of these shortcomings. Perhaps recognizing this, some of
the European multilateral and bilateral aid agencies have taken steps in re«
cent years to include democratization and human rights criteria in their de-
cisions on aid flows.52 Yet these steps may be of limited value as long as the
institution at the head of the current development juggernaut fails to incor-
porate a right-based dimension into its decision-making.

In order to analyze how the necessary institutional changes can be brought
about, it is necessary to ask who runs the World Bank. Political science
analysis has long appreciated the dualistic nature of the institution, it being
both an instrument in the hands of its most powerful donor governments
and a full-blown, self-interested bureaucracy with its own power base.’? The
influence of large donors is unmistakable when it comes to major geopoliti-
cal and international finance questions. Examples are World Bank lending
guided by Cold War considerations, its management of the international
debt crisis, and, more recently, a possible role for the Bank in rewarding na-
tions for their participation in combating international terrorism.

The World Bank’s handling of the international debt crisis continues to
illustrate the influence of the main shareholding governments. Even the
official history of the Bank describes the role of the institution in handling
developing country debt as acting in the interest of wealthy donor govern-
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ments by strengthening a creditors’ cartel and banning the question of debt
relief from international negotiations for many years.’’ In large parc due o
the international campaign on debt, wealthy donor nations have begun to
acknowledge the plight of poor debror countries and have launched the
Highly Indebted Poor Country Initiative (HIPC), administered by the
Bank. While HIPC may be a step in the right direction, it fails to examine
the causes of the debt crisis, including the role of lenders in generating che
crisis in the first place, and there remain serious doubts abour its real impact
on the economies of poor countries. According to a Worldwacch Insticuce
study, most of the HIPC debr relief will go to the World Bank and other
lenders for writing off debts, and not to the poor debtor countries them-
selves.>6

In addition to being an instrument in the hands of its most powerful do-
nor governments, the institution falls squarely into Max Weber's definicion
of bureaucracies as modern systems of large-scale administration in which
the administrative staff is clearly distinguished from the governing body
that employs it.> By this definition, bureaucracies are both subject to higher
authority and involved in exercising authority chemselves. This discrepancy
is evident in the World Bank's environmental policy guidelines, which were
promoted and approved by its major donor countries but which, according
to numerous internal evaluation reports, the Bank staff systematically fails
to implement in practice.’®

The institution is engaged in a constant money dance in which it has to
please both donor and recipient governments in order to keep the funds
flowing and extend its own bureaucratic power. Its ability to raise funds de-
pends on the goodwill of donor governments, while its ability to fully obli-
gate funds depends on good relationships with borrower country govern-
ments.>® This cycle of raising and obligating funds in an ever-increasing spi-
ral has led to an internal culture which former Bank Vice President Wapen-
hans has described as the “approval culture.”€® Money is shoveled out the
door without adequate quality controls and monitoring mechanisms in
place. Unlike commercial banks, the Bank does not have to bear the conse-
quences of loans for ill-conceived projects. Given its status as a preferred
creditor, governments repay their World Bank loans irrespective of the suc-
cess of the projects that were financed.

This diagnosis of the situation indicates that action must be taken on two
fronts. First, the donor governments must recognize their own lack of coher-
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ence when they call for governance reforms and empowerment as key ingre-
dients to development but shut their eyes to political and civil rights. They
must give the institution a clear mandate to shift to a rights-based approach
as a condition for financial backing by donor governments. Given that some
donors have made inroads in this regard with regard to their bilateral aid
programs, they should be aware of their double standards and move to a
more coherent overall approach to development.

Second, the World Bank bureaucracy’s internal incentive system must
change to rid the institution of the “approval culture.” Careers at the insti-
tution should be built on the foundation of high quality projects and not on
the basis of how much money has been moved. If projects fail to deliver
positive results, the institution must bear the financial consequences. High-
quality projects require an analysis of the political and economic forces
which are behind unsustainable practices and should take into account the
role of the state and those who run it, as well as the relationships between
classes and groups. Internal operating rules and procedures must be estab-
lished to ensure consistency with human rights standards.

While the modus operandi of current development finance will not
change overnight, there are already chinks in the institutional armor that
might pave the way for near-term improvements. Neither donor govern-
ments nor the World Bank are monolithic institutions, and there is a grow-
ing recognition that current development aid is failing to meet its objec-
tives. While an alternative development agenda has not yet been fully ar-
ticulated, questions are increasingly being raised. These range from doubts
about the validity of neoliberal assumptions underlying strict macroeco-
nomic reformsS! to possible approaches to addressing the current lack of
compliance of Bank staff with the institution’s own policy mandates.6?

A possible way out of the current impasse is found in the ongoing debate
about the incorporation of governance issues into decisions on financial
flows. So far the World Bank has handled governance issues as being latgely
limited to technical reforms in public sector management and efforts to re-
store investor confidence by creating enabling environments for the private
sector.®? But the debate may have opened the door for the inclusion of hu-
man rights considerations in development finance.®4 This new approach
would not be without its costs. It is likely that human rights standards in
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development finance would slow down the lending pipeline and reduce the
lending volume at least temporarily. This would be a small price to pay,
however, for making development aid relevanc to its intended beneficiaries,
the poor and vulnerable population groups. And this is exactly what needs
to happen if we are to move to an alternative rights-based political economy
where development means support for national and local-level decision-
making to create sustainable livelihoods. Protection of human rights and the
environment are at the very center of this challenge to the conventional de-
velopment juggernaut.



