EUROPEAN BANK FOR RECONSTRUCTION AND DEVELOPMENT (EBRD)
The history of the EBRD

The European Bank for Reconstruction and Development (EBRD) was established to help build a new, post-Cold War era in Central and Eastern Europe. It has since played a historic role and gained unique expertise in fostering change in the region - and beyond.

The EBRD is committed to furthering progress towards, in the words of its founding articles, ‘market-oriented economies and the promotion of private and entrepreneurial initiative’. This has been its guiding principle since its creation at the beginning of the 1990s and, new challenges and the welcoming of new countries to the EBRD world notwithstanding, will continue to be its mission in years to come.

The EBRD was set up in haste to meet the challenge of an extraordinary moment in Europe’s history, the collapse of communism in its East. In fact, a mere 18 months elapsed between the first mooting of the idea of a European bank, by President François Mitterrand of France, in October 1989 and its opening for business with headquarters in London in April 1991.

Urgency and the ability to respond to momentous events swiftly and decisively, whether it be the end of the Soviet Union, financial crises or the ‘Arab Spring,’ have been one of the bank’s hallmarks from the start.

During the frenetic years of the early 1990s the Bank’s emphasis on the private sector as the main motor for change in Central and Eastern Europe was vindicated many times over. This was the period that established the EBRD’s reputation as an expert on transition to the open market.

It was heavily involved in areas such as banking systems reform, the liberalisation of prices, privatisation (legalisation and policy dialogue) and the creation of proper legal frameworks for property rights, all vital ingredients for change.

Such reforms were supported by sound advice, training and technical expertise, and supplemented by major investments in the private and public sectors. With domestic capital on its own insufficient to finance transition, the Bank helped to bring in external capital from both private and public sources.

Such experience has stood the Bank in good stead when it has expanded its original region of operations into new countries such as Mongolia (in 2006), Turkey (2009) and Jordan, Tunisia, Morocco, Egypt and Kosovo (in 2012). It is currently active in more than 30 countries from central Europe to central Asia and the southern and eastern Mediterranean. The Czech Republic is the only member to have ‘graduated’ from the EBRD and no longer receives investment from the Bank.

The EBRD’s understanding of how a market economy works and engagement with other international financial institutions also allowed the Bank to play a crucial role in stabilising the region and planning for recovery after the shock of the global financial crisis in 2008.

Uniquely for a development bank, the EBRD has a political mandate in that it assists only those countries ‘committed to and applying the principles of multi-party democracy [and]pluralism’. Safeguarding the environment and a commitment to sustainable energy are also central to the Bank’s activity.

The EBRD serves the interests of all its shareholders - 64 countries plus the European Union and the European Investment Bank -, not just those countries which receive its investments (€9.1 billion in 2011). We all stand to gain from the EBRD region’s closer and deeper integration into the global economy.
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Environmental and Social Safeguards

AGENCY BACKGROUND

The EBRD was established in 1991 to nurture a new private sector in a democratic environment. Today the EBRD uses the tools of investment to help build market economies and governance in countries from central Europe to central Asia. The EBRD is the largest single investor in the region and is owned by 61 countries and two intergovernmental institutions. EBRD provides project financing for banks, industries, and businesses, both new ventures and investments in existing companies. It also works with publicly owned companies, to support privatization, restructuring state-owned firms, and improvement of municipal services. The Bank uses its close relationship with governments in the region to promote policies that will bolster the business environment.

Based on Council Document GEF/C.31/5, Comparative Advantage of the GEF Agencies, the comparative advantage of EBRD lies in investment projects at the country and regional level. The EBRD has experience and track record in market creation and transformation, and ensuring sustainability through private sector (including small and medium-sized enterprises) and municipal environmental infrastructure projects at the country and regional level in the countries of eastern and central Europe and central Asia, especially in the fields of energy efficiency, mainstreaming of biodiversity and water management

The EBRD continued to deliver strong operational performance in 2012. For the third consecutive year, the EBRD sustained its annual business volume at close to €9 billion (€8.92 billion compared with €9.05 billion in 2011), delivered via a record number of 393 operations, up from 380 in 2011. In addition to investments, grants from donor countries, co-financing with other international financial institutions (IFIs) and funding from the EBRD Shareholder Special Fund (SSF) are crucial in addressing transition challenges in the EBRD’s countries of operations. EBRD also provided €129 million in technical cooperation financing, which is crucial in addressing transition challenges in the EBRD’s countries of operations.

The southern and eastern Mediterranean is the latest region in which the Bank is working to support economic change in emerging democracies. EBRD shareholders have given unanimous backing to the expansion of the Bank’s mandate, allowing future activities in the southern and eastern Mediterranean (SEMED) region which includes Egypt, Jordan, Morocco and Tunisia. EBRD’s first six commitments in SEMED region in 2012 totaled €181 million, with further project approvals in 2013. Four potential recipient countries of the SEMED region are still in the process of ratification as countries of operation by EBRD shareholders.

ENVIRONMENTAL AND SOCIAL SAFEGUARDS

EBRD environmental and social policies and procedures provide a comprehensive framework for the identification, avoidance, and mitigation of adverse impacts to people and the environment. EBRD’s policies apply to all projects and investments. The EBRD Environmental and Social Policy (ESP, 2008) outlines EBRD’s roles and responsibilities. It also contains a set of ten Performance Requirements (PR) that EBRD clients must fulfill: PR1: Environmental and Social Appraisal and Management; PR2: Labor and Working Conditions; PR3: Pollution Prevention and Abatement; PR4: Community Health, Safety and Security; PR5: Land Acquisition, Involuntary Resettlement and Economic Displacement; PR6: Biodiversity Conservation and Sustainable Natural Resource Management; PR7: Indigenous Peoples; PR8: Cultural Heritage; PR9: Financial Intermediaries; and PR10: Information Disclosure and Stakeholder Engagement. EBRD’s Environmental and Social Procedures (2010) support and guide implementation. EBRD’s safeguard framework is supported by EBRD’s Access to Information Policy as well as by its Project Complaint Mechanism (accountability and grievance redress systems). EBRD plans to update its Environmental and Social Policy and Performance Requirements during 2014. The two revisions of EBRD’s implementation guidelines identified under Minimum Standards 3 and 4 will be incorporated into a time-bound action plan, which will be forwarded to the GEF Council by December 31, 2013.

Minimum Standard 1: Environmental and Social Impact Assessment (ESIA)

EBRD fully meets this Minimum Standard. All EBRD projects undergo environmental and social screening to identify potential impacts and to determine type and intensity of assessment. Clients must undertake an integrated social and environmental assessment per the requirements of PR1. For projects with potentially significant adverse impacts, EBRD requires preparation of a full environmental and social impact assessment (ESIA), with supporting management plans. EBRD reviews assessments and assists clients in development of mitigation plans.

Minimum Standard 2: Natural Habitats

EBRD fully meets this Minimum Standard. PR6: Biodiversity Conservation and Sustainable Management of Living Natural Resources requires sustainable management, protection, and conservation of modified and natural habitats. It establishes an overarching objective of protecting and conserving biodiversity (including “no net loss” through avoidance, mitigation, or offsetting impacts) and establishes limitations on projects in modified, natural, and critical habitats.

Minimum Standard 3: Involuntary Resettlement

EBRD substantially meets this Minimum Standard. PR5: Land Acquisition, Involuntary Resettlement and Economic Displacement requires avoidance, or at least minimization, of displacement (both physical and economic) and that livelihoods and standards of living of displaced persons be improved or at least restored to pre-project levels. EBRD’s policy requirements apply to impacts caused by land acquisition (either through expropriation or negotiated settlements) and by access restrictions. EBRD’s policies and procedures address all GEF requirements under this Minimum Standard except for one: PR5 does not mandate that resettlement entitlements (i.e., compensation, benefits) for economic displacement be provided before loss of assets or imposition of access restrictions (EBRD does require that entitlements for physical displacement be provided before relocation)

The assessment recommends that EBRD strengthen its policy, procedures, and/or guidelines to ensure that resettlement compensation and entitlements for economic displacement are provided prior imposition of access restrictions. EBRD has confirmed that it will take this requirement of the GEF Policy under consideration in its forthcoming review of its Environmental and Social Policy. This review will gather feedback from multiple stakeholders and is subject to Board approval of the EBRD Board. While it is not possible at this stage for EBRD management to commit to the standards being integrated in the Policy, EBRD has confirmed that it will revise its current implementation guidelines to address these issues so as to meet this requirement from this point on.

Minimum Standard 4: Indigenous Peoples

EBRD substantially meets this Minimum Standard. PR7: Indigenous Peoples outlines policies and procedures that seek to avoid, or at least minimize, adverse impacts on Indigenous Peoples and to provide culturally appropriate benefits. The EBRD Performance Requirement establishes the objective of ensuring that the development process fosters full respect for the dignity, rights, and aspirations, cultures, and livelihoods of Indigenous Peoples. EBRD’s policy addresses scope, triggers, procedures, and indicative planning documents. EBRD’s policies and procedures address all GEF requirements under this Minimum Standard except for one: PR7 does not refer to making provisions in plans, where appropriate, to supporting activities to establish legal recognition of customary or traditional land tenure and management systems and collective rights used by project-affected Indigenous Peoples.

The assessment recommends that EBRD clarify its policies, procedures, and or guidelines to indicate its support, where appropriate, for activities to establish legal recognition of customary or traditional land tenure and management systems and collective rights used by project-affected Indigenous Peoples. EBRD has confirmed that it will take the requirements of the GEF policy under consideration in its forthcoming review of its Environmental and Social Policy. This review will gather feedback from multiple stakeholders and is subject to Board approval of the EBRD Board. While it is not possible at this stage for EBRD management to commit to the standards being integrated in the Policy, EBRD has confirmed that it will revise its current implementation guidelines to address these issues so as to meet this requirement from this point on.

Minimum Standard 5: Pest Management

EBRD fully meets this Minimum Standard. PR3: Pollution Prevention and Abatement addresses pesticide use and management in a broader performance requirement dealing with pollution prevention, wastes, hazardous substances and materials. On pesticide use and management, PR3 calls for avoidance and reduction of harmful impacts on human health and the environment from use and handling of pesticides. The policy requires clients to formulate and implement IPM/IVM approaches to pest management and, where pesticides are used, specific measures to ensure risk reduction: minimization of harmful pesticides, use of safer (non-chemical) alternatives, no financing for the most hazardous pesticides, and IPM/IVM approaches.

Minimum Standard 6: Physical Cultural Resources

EBRD fully meets this Minimum Standard. EBRD’s PR8: Cultural Heritage establishes policy requirements and procedures to conserve and protect physical cultural resources and intangible cultural heritage throughout the course of project development and implementation. The policy requires adherence to national laws and regulation pertaining to cultural heritage as well as to obligations under international agreements.

Minimum Standard 7: Safety of Dams

EBRD fully meets this Minimum Standard. EBRD generally does not finance the construction of large dams but focuses on rehabilitation of existing dams. EBRD’s requirements for avoidance and/or minimization of risks posed by infrastructure, including dams, are integrated into PR4: Community Health, Safety, and Security. In addition, the general risk assessment requirements of PR1 apply to construction of new dams or rehabilitation of existing ones.

Minimum Standard 8: Accountability and Grievance Systems

EBRD fully meets this Minimum Standard. EBRD’s Project Complaint Mechanism (PCM) came into effect in March 2010, replacing the bank’s previous Independent Recourse Mechanism (IRM). The PCM encompasses both a Problem-Solving Initiative and a Compliance Review function, which reviews complaints to determine whether EBRD has complied with its Environmental and Social Policy and its Public Information Policy. The Problem-Solving Initiative applies a flexible, consensual approach to addressing grievances raised by stakeholders.

GENDER MAINSTREAMING

The GEF Secretariat assessed the EBRD as meeting all of the minimum requirements of the GEF Policy on Gender Mainstreaming. EBRD has sufficiently demonstrated its gender mainstreaming objectives throughout its operations, and has experienced gender experts and an institutional framework to carry them out.

EBRD adopted a Gender Action Plan (GAP) in 2009 which operationalized its gender equality in its operations. The GAP focuses primarily on increasing the economic participation and empowerment of women in the private sector within the region.

The Strategic Gender Initiative (SGI) was approved by the Board in April 2013. The key objective of the SGI is to initiate a more structured approach to gender considerations in the Bank’s operations. The new Gender Team was established in 2012 and an experienced gender expert serves as the Chief Counsellor of Social Issues.

EBRD developed effective tools to facilitate addressing gender issues at all project stages, including during environmental and social due diligence, project design, project implementation, and as part of continuing operations.

The assessment found two good practices that can be highlighted. The first is that the EBRD’s Environment and Social Policy (ESP) and its related project Performance Requirements address gender issues comprehensively from a risk mitigation perspective. The ESP contains aspirational goals of building good environmental and social standards (and implicitly gender-related opportunities). Since June 2013, EBRD’s Gender Team has started to screen all new projects, including for two aspects: first, to identify potential mitigation measures that need to be included projects related to gender; and second, to identify entry points, to propose gender component in the projects (through the TC). The second is EBRD’s use of gender experts to develop reviews like the IDO Ferries Equal Opportunities Initiative for Best HR Practices, which is a good example of a full gender project review.
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