Bankwatch Mail

bankwatch
network

Newsletter of the CEE Bankwatch Network on international Financial Flows

Issue 13

May 2002

Table of Contents

An Inspection Mechanism for the

"We see none of the money; none
today and none tomorrow" - EBRD
financing in the Caspian.................. 1

The voice of nature has been heard!
EP Environmental. Committee
opinion on Kresna Gorge.............. %

You know, investors like greenfields.
EBRD urged not to invest in NEMAK
PrOJECE. . ot 3

EBRD: from Democracy to
Uzbekistan...........ccccoeviiiiiiiiieiennn 4

Our tranquillity will be eternally lost:
local citizens fight against Skopje
Bypass route - possible EBRD
PrOJECE .o 5

EBRD in the Slovak Republic:ambi-
guity leading to unsustainabilty?....6

World Bank Extractive Industry
Consultation planned for June......6

Waving fists after a scuffle-
Decommissioning of Lithuania's
Ignalina Nuclear Plant....................... 7

New publications.............ccceeeni.. 8

An Inspection Mechanism
for the EBRD?
Richard E. Bissell

Nine years ago the Executive Directors
of the World Bank took a significant step
towards more open governance of the
international financial system: the estab-
lishment of the independent Inspection
Panel to investigate complaints from
intended beneficiaries of Bank projects
that they had instead been damaged as a
result of violations of Bank policies.
Today, there are similar proposals that
the EBRD should have a comparable
inspection mechanism. Is that a good
idea, and how would one do it? When |
and two colleagues from Costa Rica and
Germany were appointed as the first

members of the World Bank Inspection
Panel, there was no precedent to follow.
Procedures had to be written.
Interpretations of the founding resolution
had to be made, both in theory and in
practice. Stakeholders needed to be con-
tacted. Bank management and staff were
given briefings on their responsibilities
to share information with the Panel
members. A series of cases, from Nepal
and India to Brazil and Argentina, mold-
ed the practice and perceptions of the
Bank Inspection Panel in subsequent
years. The resolution was re-interpreted
to strengthen the openness and develop-
ment effectiveness of the Panel. Today,
the Panel receives hundreds of inquiries
each year, and actually investigates less

...continued on page 2

Everything is now in place except the
financing: government-togoverment agree-
ments,operating agreements, rights of way
and tariffs have aready been finalised.
Supporters argue that BTC and the Baku-
Thilisi-Erzrum Gas pipeline will bring eco-
nomic prosperity to the region, while
British Petroleum Amoco (BP) argues that
the project is not economically viable with-
out support from International Financia
Institutions (IFls) and Export-Credit

Agencies. The United States National
Energy Policy directly advocates the con-
tinuation and expansion of export routes,
specifically recommending that the
Administration "support the Baku-Thilisi-
Ceyhan oil pipeline as it demonstrates its
commercial viability."

...continued on page 3

"We see none of the
money; none today and
none tomorrow"

While the EBRD looks forward to pro-
viding up to USD 525 million in funding
for the Baku-Thilisi-Ceyhan (BTC) main
export oil pipeline connecting the
Caspian Sea Coast to the Mediterranean
coast of Turkey, the issue of the
pipeline’s benefit to the local people of
the region is still questionable.

The construction of the 1730 km pipeline
would cost at least USD 3 billion.

; F i 8
EBRD, IFC and Export Credit Agencies trying to save an economically sick project
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An Inspection Mechanism for the EBRD?

...continued from page 1

than a handful. The EBRD is quite fortu-
nate in addressing the possibility of an
inspection mechanism now, rather thanin
1993 as the World Bank did. First, the
EBRD can learn from the experiences of
the World Bank, the Inter-American
Development Bank, the Asian
Development Bank, the International
Finance Corporation, and the Multilateral
Guarantee Investment Authority in estab-
lishing and operating their inspection
mechanisms. No two mechanisms are
identical, and there are thus many lessons
to be learned from their experiences.

Secondly, the inspection mechanisms at
the other banks have strengthened their
common policies on transparency — so
essential for public institutions in an
increasingly democratic age — and
become effective channelsfor civil socie-
ty, NGOs, and concerned beneficiaries of
bank-financed projects to express their
views about projectsto thefinancial insti-
tutions. Before the existence of such
mechanisms, the public stakeholders
could only protest in the streets to get

their views across. Today, inspection
mechanisms give the interested public
another constructive channel through
which to maintain a dialogue with the
banks.

Third, inspection mechanisms help multi-
lateral development banks to maintain
their mandates as public institutions. In
an age when international finance is
increasingly dominated by the private
sector, it is important for us to remind
ourselves of the uniqueness of public
financial institutions such as the EBRD.
If the EBRD operated in the same manner
as a private bank, there would be little
reason for it to exist. The public account-
ability that results from an inspection
mechanism is an essential aspect of the
raison d'etre of the EBRD and similar
banks. The price of being a public insti-
tution, of course, is that public views
much be taken into account. If theinspec-
tion mechanism is created properly, it
will accomplish that purpose.

Fourth, inspection mechanisms encour-
age better projects with stronger develop-

ment outcomes. In most cases before the
World Bank Inspection Panel, the ulti-
mate impact of an investigation was that
the project had stronger economic, envi-
ronmental and social outcomes than
before the investigation. Only rarely was
a project abandoned as a result of an
investigation.

It is impossible to design an inspection
mechanism for the EBRD in an abstract
fashion. It will be successful only if it
results from a broad set of dialogues with
al the stakeholders: management, share-
holders, civil society, borrowers and
investors, and partners in the financial
community. But it is none too soon to
start — other public financial institutions
have ingtituted this kind of change, have
become stronger as a result, and have
ideas to share with the EBRD.

Author: Richard E. Bissell was a found-
ing member of the World Bank Inspection
Panel from 1994 to 1997, including one
year as Chair.

The voice of nature has
been heard!

For more than five years, the Kresna
gorge in Southwest Bulgaria has been
struggling for its existence. The
Bulgarian government plans to destroy
the natural value of the gorge by con-
structing the Struma Motorway, part of
the N4 Trans European Corridor,
through the gorge. But the voice of
nature was heard by the Environmental
Committee of the European Parliament.
The committee, in their opinion on the
state of the enlargement negotiations,
“expresses concern that the proposed
motorway across the Kresna Gorge
could severely damage a site which
would be protected under EC environ-
mental legislation.”

The territory of the gorge is a future
NATURA 2000 site and is currently in
the process of being designated a
Protected Area. Since the beginning of

the Struma Motorway design process,
Bulgarian environmental NGOs have
demanded that alternative routes outside
the Kresna gorge be designed. In 2000,
PHARE Cross Boarder Cooperation
granted funds for preliminary design
according to EU standards. But only
after the active involvement of the
European Parliament and the European
Commission more than year ago did the
consulting company start thinking about
aternatives. Unfortunately, the routes
outside the gorge were investigated
poorly, putting them in a disadvanta-
geous position in comparison with the
routes inside the gorge.

Representatives of the Bulgarian
Academy of Science and a Bulgarian
NGO group, campaigning to save the
Kresna gorge, visited Brussels during
Green week. A series of meetings with
the European Parliament (EP) and
European Commission were conducted.
The main aim wasto inform the decision

makers about the development of the
case and to demand that sufficient steps
be taken for the protection of the territo-
ry. Taking into account the scientific and
public arguments, the opinion of the
members of the EP also “calls for a full
environmental impact assessment of the
plan, in line with the Habitats and EIA
Directives, and a re-assessment of alter-
native options which would avoid dam-
age to the site.”

“We would like to thank the
Environmental Committee for their
understanding and support for saving the
biodiversity of Bulgaria. We are starting
to feel more positive now about the future
of the Kresna gorge site and we hope that
the European Parliament will approve the
Environmental Committee resolution and
will include the full text in the final posi-
tion on enlargement negotiations,” stated
Anelia Stefanova, representative of the
NGO group campaigning to save the
Kresna gorge.
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"We seec none of the money; none today and

none tomorrow"

...continued from page 1

Unfortunately, the construction of pipelines
has become, and remains, very much a polit-
ical issue. And when politics prevail, other
matters such as sound economic, compe-
tence, technological skills, environmental
considerations and especialy common
sense are often, even usually, swept aside.

The project promoters are trying to con-
vince the people of Azerbaijan and
Georgiathat oil and gas pipelines, and the
prosperity that they claim will come with
it, will bring democracy and equity to
their societies. However, there is a strong
belief, based on the past five years of oil
development in the Caspian, that public
money will flow directly to the pockets of
transnational corporations and govern-
mental officials, rather than to improve
the livelihood of ordinary citizens.
According to an Azerbaijan oil worker,
plenty of money is coming into the coun-
try. "But we see none of it; none today
and none tomorrow.” Furthermore, the
design of the pipelines makes it clear that
overcoming the energy crisis will rely on
the voluntary behaviour of BP, rather than
on binding agreements with governments.

The hope that the projects will foster a
new emphasis on human rights, plural-
ism, freedom and democracy and an
increased the role of the people in deci-
sion-making, is also adubious thing. The
statement of the US Department of State
that the "government's human rights
record remain[s] poor" applies to both
Azerbaijan and Georgia. Meanwhile, the
transnationals have refused even to be
interviewed regarding violations of
human and labour rights, suppression of
independent media and freedom of
speech, harassment of opposition parties
and social protesters, and holding of
political prisoners or other potentially
controversial issues, arguing that they are
"in the oil business, not politics."

The people of the region have been out of
the decision-making process for years, and
they have no power to impact the disburse-
ment of oil revenues. There are strong signs
that in the near future they will be locked
out of the process even more. When people
have difficulty to access even the main doc-
uments (Production Sharing agreements,
Host Country Agreements) signed by their
own governments and ratified by their own
Parliaments, no further comment is needed.

From this point of view, it should not
be surprising that the project sponsor
will only publish the national EIAs and
those documents dealing with the
cumulative environmental, social and
economic project impacts and the eco-
nomic and political assessment of
regional alternatives if they will not be
made public.

IFls themselves have failed to improve the
socio-economic conditionsin resource-rich
countries like Azerbaijan, as well as in
transit countries like Georgia, through the
transparent allocation of oil revenues to
high priority expenditures and diversifica-
tion of country's economy beyond petrole-
um. It is aready recognised by the IMF
and the World Bank that the oil sector itself
will not provide a significant share of
income or employment for those countries,
particularly the poor.

The EBRD, aswdl ascther IFls, should guaran-
tee the public of the region that the money they
will providewill work to benefit the poor popula
tion of theregion, will not destroy thefragileenvi-
ronment of Caucasus the and livdihood of its
people, and will have postive impects of further
developmen of countries economies. Otherwise,
they should clearly detach their support from
project.

You know, investors like greenfields...

expense of the Czech public health and
natural environment. Ford has stated that

Czech environmental NGOs, having seri-
ous concerns about NEMAK Co., who
wants to build an aluminium processing
plant in the middle of Czech farmland,
are taking their message directly to the
project’s sponsors. They are urging the
European Bank for Reconstruction and

Development (EBRD), who is consider- |

ing a loan for the project, and Ford
Motor Company, the parent company of
NEMAK, not to invest in the facility
unless serious problems connected to the
project - its location on agricultural land
and the insufficient risk assessment of
toxic releases - are solved.

In April 2002, Environmental Law

Service, Friends of the Earth Czech ..

Republic and a dozen other environmen-

tal NGOs addressed Ford Motor Co., Ford drives its way to environmental friendliness

which controls 25% of NEMAK's shares,
with an appeal not to allow NEMAK to
make a profit from the expected annua
output of 1,6 million engine heads at the

it plans to become the world's most envi-
ronmentally responsible automaker. If the
company is serious about this, then
accountability shouldn’t stop at its own

doorstep. In the NGO letter to Ford CEO
W.C. Ford, Jr., it was stressed that Ford's
daughter company NEMAK had chosen a
project site amidst prime agricultural land
despite the availability of ade-
quate brownfieldsin the district.
"Investors like greenfields.
There are brownfields [in the
district], but why would we
build a factory in the middle of
a former cod pit?" NEMAK
spokesman Pavel Kucera told
themedia. "They would haveto
pave the roads with gold for us
to go there."

The influence of NEMAK on

the Czech authorities, who are

racing to the bottom in their

efforts to attract foreign direct

investment, can be seen in the
fact that the project has continued
despite the fact

...continued on page 5
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EBRD: from Democracy to Uzbekistan
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—

The EBRD was set up in 1990, following
the fall of communist regimes in Europe
and Central Asia. The EBRD’s founding
members gave it a mandate to foster the
"transition in central and eastern European
countries committed to and applying the
principles of multiparty democracy, plu-
ralism and market economics.” (Article 1
of the EBRD Charter). But nowadays the
Bank seems to have forgotten about
democracy and pluralism. The EBRD is
proposing that its 2003 Annual Genera
Meeting be held in Tashkent, Uzbekistan -
in a country that is recognised by number
of international bodies as a country that
does not respect multiparty democracy or
pluralism. It is clear that the Uzbek
Government will use the EBRD AGM to
legitimise their behaviour both domesti-
caly and internationally. The current
political elite, which has its roots in com-
munist times, is well trained in the use of
propaganda.

The Uzbek government tightly controls
the media through Soviet-style pre-publi-
cation censorship. Criticism of govern-
ment policy, corruption, waste, unemploy-
ment, the crackdown against independent
Islam, and other topics is not tolerated.
Those who print or distribute unsanc-
tioned newspapers or bulletins are subject
to heavy criminal penalties.

Since joining the EBRD, the Uzbek gov-
ernment has done everything possible to
prevent the emergence of multiparty
democracy and has stifled the voices of
pluralism. Opposition political parties are
banned; their activists and leaders exiled,
jailed, harassed, or beaten in Uzbekistan
and abroad.

The EBRD is well
aware of this situa-
tion. The Bank’smost
recent Country Stra-
tegy, adopted in
March 2001, noted
that economic reforms
- areslow or stalled and
that "[t]he pace of
democratic transition
is aso dow, and seri-
~ oUS concerns remain
regarding develop-
ment of genuine
multi-party democra
¢y, aplurdistic socie-
ty and respect for human rights.”

For example, eight years after Uzbekistan
joined the EBRD, the Organisation for
Security and Cooperation in Europe refused
to send observers to the 1999 parliamentary
elections because they were neither free nor
far. Instead, they fesatured five pro-govern-
ment parties that voiced no disagreement
with government policies, even President
Karimov admitted that he could not tell the
difference between them. The sole permitted
opposition candidate in the 2000 presidential
elections was a public supporter of the presi-
dent’s policies and leadership, and was quot-

ed during the campaign as dating that he
intended to vote for theincumbent, President
Karimov.

When it joined the EBRD, Uzbekistan
committed itself to upholding the rule of
law. The most troubling example of the
government’s failure in this respect is the
widespread use of torture throughout the
Uzbek crimina justice system. In a
December 2000 report, Human Rights
Watch  documented dozens of cases of
torture and fifteen deaths in custody that
apparently resulted from torture.

The situation in Uzbekistan has led over
40 NGOs from 20 countries to send a let-
ter to the EBRD President with a request
that the venue for the 2003 EBRD AGM
be changed unless the Uzbek government
makes substantial progress towards fulfill-
ing the principles of Article 1 of the
EBRD Charter. The current plan to hold
the 2003 Annual Meeting in Tashkent
would undermine the efforts of those
within Uzbekistan and the international
community who have been seeking to
send a coordinated message to the Uzbek
government about the urgent need to
abandon authoritarian practices and
uphold the rule of law.

On the night of April 14, 2002, a group of policemen and close to forty unidentified
men in civilian dress burst into the Usmonov household, searched the premises and,
though they found no illicit materials, took Musharraf Usmonova to an undisclosed
location. For seven days police refused to inform her relatives of her whereabouts or
even confirm that she had been detained. Usmonova's "disappearance” ended on
April 22, the day that the judge in the Uzakova case announced Usmonova's upcom-
ing trial, and when her lawyer finally learned of her whereabouts.

The authorities continue to deny Usmonova access to her lawyer, and her conditions
in custody are not known. "It's hard to imagine a more dangerous situation for
Usmonova,” said Andersen. "There's a real threat of torture during pretrial custody
in Uzbekistan, particularly when the detainee is held incommunicado.”

Five of Musharraf Usmonova's children (ranging in age from four to sixteen) were
detained into the evening following their participation in a protest on April 23.

Usmonova's family has been devastated by the official crackdown on independent
Islam. In June 1999, police detained and tortured to death Usmonova's husband,
Farkhod, the son of a well-known imam. Also in June 1999, Usmonova's then seven-
teen-year-old son was arrested and sentenced to six years in prison for "anti-state
activities;" he was later released. Farkhod Usmonov's youngest brother,
Muhammadjon, was sentenced to eleven years in prison, for alleged possession of a
religious magazine; he was also released. Usmonov's brother Ravkhat was sentenced
to fourteen years on a variety of charges related to alleged religious and "anti-state"
activity. Usmonova's brothers, Shukrullo and Faizullo Agzamov, were sentenced to
seven and seventeen years in prison, respectively. Abdukarim Rashidov, also a rela-
tive, was sentenced to eleven years.

Source: Human Rights Watch
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Our tranquillity will be eternally lost: local citizens
fight against Skopje Bypass route

In an effort to preserve their communi-
ties, citizens from Volkovo and Orman,
two villages near Skopje, Macedonia,
have organised themselves against the
proposed route of a highway Bypass of
Skopje. The citizens are highly con-
cerned that construction of the Bypass,
whose proposed route would pass
between the two villages, will break apart
these two communities which effectively
live as one, in addition to damaging
important local sites.

The state owned company, the Fund for
National and Regional Roads, has pro-
posed the construction of a Skopje
Bypass with the purpose of decreasing
the heavy amount of transport in the town
and to reduce pollution. The state has
requested aloan from the European Bank
for Reconstruction and Development
(EBRD) of EUR 25 million and iswilling
to ask for more since the total financial
support for the project has not yet been
finalised. The EBRD has conducted a
study on the economic justification of the
project and seems likely to approve sup-
port for the road.

The residents of Volkovo and Orman have
formed an Initiative Board to combat con-
struction of the Bypass, as currently pro-
posed. The President of the Initiative
Board, Mr. Dragoljub Ristovski states,
"This bypasswill not contribute to our eco-
nomic growth as Project Sponsor says. On
the contrary, as we have witnessed before,

it will only bring pollution and trouble and
financial problems for the locdly affected
people and their environment.”

Less than 20 meters from the proposed
route stands a water reservoir which
holds drinking water for the people of
Volkovo and is connected to the Skopje
water supply system. The community
itself built the reservoir and is worried
that construction could cause physical
damage to the reservoir, and that pollu-
tion from the highway could contaminate
the water. The President of the commu-
nity of Volkovo, Mr. Dragomir Panovski
says, "We al personally paid for this
reservoir and that means it is ours. We
cannot afford to alow anything to happen
to it because it would not only leave 15
000 citizens without water but would also
affect the entire city of Skopje."

The local church and cemetery are locat-
ed less than 10 meters from the proposed
route of the highway. The graveyard
would be crossed by the highway bypass
and the small space currently used for
burials would be decreased even further.
States Igor Pacovski, alocal priest, "The
construction of thisroad across our ceme-
tery and its operation afterwards will pre-
vent the Church from performing daily
ceremonies and the holy peace and tran-
quillity will be eternally lost by the terri-
ble and unbearable noise."

From an economic standpoint, the pro-

posed route of the highway would
destroy much of the agricultura land
which the local people use for produc-
tion. The people are financially depend-
ent on this land because they make their
living by selling the food which is grown
there. In this area from the total amount
of land which will be used for construc-
tion of the bypass, 40% will represent
first class land and 28% will be other
agricultural land.

In 2001 the local people of Volkovo and
Orman proposed a different route which
would use state owned land, away from
critical local sites. In response, Mr. Naste
Spasovski from the Fund stated, "We
appreciate al of your concerns and we
will do our best to mitigate the negative
impacts during construction. But we will
not change this route." This determina-
tion to not change the route has frustrated
the local population. It is therefore up to
the EBRD to insure that aternatives are
studied and that the projects which it
funds do not do more harm than good.

If the Fund for National and Regional
Roads receives the loan from EBRD for
the Bypass, the citizens of Macedonia
will be the ones to pay it back through
taxes. If they must pay back the loan,
then they have the full right to ask for a
Bypass which would be suitable and
would bring no harm to their lives or
environment. For that reason EBRD
should suggest to the Fund for National
and Regional Roads that this route be
changed immediately. Or the bank should
not finance this project at all.

You know, investors like
greenfields...

...continued from page 3

that the Czech Farmland Protection Act for-
bids siting industry on greenfields; the
Ministry of Environment can issue excep-
tions, but only when such dting is best
environmentaly. In the case of NEMAK,
however, the Ministry stated that its deci-
sion was based on its assessment of the pro-
ject’ s expected economic/socia benefits.

NGOs have |obbied the EBRD regarding
the project’s violation of the Bank's
Environmental procedures: lack of pub-
lic participation and toxic risk assess-
ment in the project. The EBRD recently
sent a mission to the project site to hear
the arguments of both sides. Although
the mission itself was a good move, an
expert from Environmental Law
Service, who accompanied the bankers
during their visit, remains cautious:
"TheBanks' representatives didn’t seem
very interested in our arguments about

NEMAK violating Czech legislation.
Nevertheless, the poor quality of the
EIA process was recognised by the Bank
and we expect its experts might require
new consideration before putting the
project into the pipeline."

It is up to Ford Motor Co. as well to back
up their claims of environmental friendli-
ness and insure that one of their sub-
sidiaries doesn’'t contaminate fertile land
simply because its managers prefer anice
green surrounding for their work.
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EBRD in the Slovak Republic: ambiguity lecading to unsustainability?

The EBRD, according to its mandate and
environmental policies, aimsto "promote
in the full range of its activities environ-
mentally sound and sustainable develop-
ment" and "help to strengthen demand for
environmental goods and services."
Using some of the Bank’s activities as
examples, we will examine how the bank
implements these principlesin the Slovak
Republic.

The Bohunice International Decommis-
sioning Support Fund, a European
Commission initiative that the EBRD
administers, is one activity worth appre-
ciating. The V1 Nuclear power plant in
Bohunice will never be able to be upgrad-
ed to the necessary safety standards and
therefore the plant should be decommis-
sioned as soon as possible. Although the
present Slovak government, in its energy
strategy, finally ceased to support the use
of nuclear energy, official representatives
(as a result of pressure from those who
would like to see V1 conserved and later
re-commissioned) asked the EBRD to
replace the term "decommissioning” in
the text of the areement with the term
"shut down." Surprisingly, on the 22nd of
October, 2001, the speaker of the
Ministry of Economy, P. Bencurik,
announced on Radio Free Europe that
"based on the preparatory consultations,
the EBRD has agreed to omit the term
"decommissioning" from the preamble of
the agreement.” It is worth mentioning
that in the first half of the 90s, the EBRD
attempted to support the completion of
two units of the Nuclear Power Plant in

Mochovce, until the Slovak side with-
drew the proposal under growing pres-
sure from domestic and international
civil society in 1995.

Should the old and dangerous nuclear
power plant in Bohunice be decommis-
sioned as planned, but under the condi-
tions that no or only a few low-capacity
new plants would be built, then the ener-
gy needs in Slovekia would have to
decrease substantialy. But in reality we
are seeing just the opposite. The Slovalco
company (according to the EBRD, one of
its best investments) is expanding its
extremely electrical energy-demanding
aluminium production by approximately
40%. This expansion, as the majority of
the aluminium is produced for export,
will significantly deepen the dependence
of the company on the unstable interna-
tional aluminium market and indirectly
on the unstable international car market.
Expansion will also result in the
increased dependence of the region on
one single company and will increase the
country’ selectrical energy needs substan-
tially. But how does Slovakia cope with
its electricity demands? At present, more
than 50% of electricity is produced in
nuclear power plants and the vast major-
ity of the rest in either old coal plants or
in huge dam hydroelectric plants that
have caused a lot of environmental dam-
age and have displaced many people
from their homes. The country is now
dependent on fossil fuels and on the
import of nuclear fuel from Russia more
than ever.

The Slovak monopoly Slovenske elek-
trarne (SE) is producing electricity at
rather high costs and has had continuous
financial problems (thanksin part to large
loansthat it took out to develop its nuclear
program). The EBRD, being aware of this
fact, on the one hand provided SE with
theloan, but on the other hand secured the
loan by a long-term contract between SE
and Slovalco about electricity purchase
under the special conditions. The necessi-
ty to fulfil this commitment (to provide
Slovalco with eectricity at a low price)
will place SE in front of another problem
and it would be quite natura if the com-
pany would insist on the prolonged oper-
ation of the nuclear power plant in
Bohunice which produces electricity at
significantly lower costs than al of the
other plants (thanks to ignorance of any
externalities). This would knit up the
"miracle circle)" a way out of which is
always extremely difficult to find.

In Slovakia, the EBRD performs various
activities, of which its support for medi-
um and small enterprises particularly bear
the signs of sustainability. But on the
other side are the activities just described
- activities that deepen the region's
dependence on one company, a company
which is by it's nature environmentally
unfriendly and also dependent on unstable
international aluminium and car markets.
And as the same company is the main
electricity consumer in the country, the
whole situation is helping to prolong the
operation of the nuclear power plant that
we would all like to see decommissioned.

World Bank Extractive Industry Consultation

planned for June

World Bank  President James
Wolfensohn, during the World Bank
Annual Meeting in Prague, managed to
surprise his staff. At a meeting with
NGOs he suggested that the Bank
should organise areview of itsinvolve-
ment in the Qil, Mining and Gas sector.
It was a reaction to the NGOs' cam-
paigns which were able to show that the
World Bank has concentrated on help-
ing large transitional corporations,

instead of people in developing coun-
tries. Thereis evidence that the industry
has large environmental and health
impacts (climate change being one of
these), and does not lead to poverty
eradication, as the World Bank has
claimed.

A year later, in July 2001, the
Extractive Industry Review processwas
begun. Under the leadership of Eminent

Person Emil Salim, the process will
provide recommendations to the World
Bank about its work in this industrial
sector. As part of the process, regional
consultations are being held in Latin
America, Europe and Central Asia,
Africaand Asia

The Europe and Central Asia Consul-
tation is scheduled for June 19-21. On
June 18th there will be a testimony ses-
sion where the citizens, affected com-
munities and NGOs can share their
experiences with World Bank projects
and operations.




Issue 13

Waving fists after a scuffle

At theend of February Lithuanian President
Vadas Adamkus - who earlier in his career
worked as an administrator for the U.S.
Environmental Protection Agency - said his
country could not meet a 2009 deadline to
shut down the second unit of the Ignaina
nuclear power plant. "We shouldn’t yield to
any unilateral pressure of the European
Union. We shouldn’t commit ourselves on
any dates of decommissioning of Ignaina
NPP... | appreciate nuclear energy as a
clean energy of the future and in this field
Lithuania should have just the same oppor-
tunities to use it as other countries of the
world," said Mr. Adamkus during a press
conference. The CEE Bankwatch Network
group Lithuanian Green Movement (LGM)
in their statement commented that eff-orts
to refuse the proposed 2009 shut-down date
amounted to the waving of fists after ascuf-
fle.

Lithuania s commitments to shut down two
non-upgradeable nuclear reactors at the ear-
liest possible time have been set in different
international  documents since 1994
Recently, however, members of various
parties in the Parliament have initiated
changes of the Nationa energy strategy and
are seeking to postpone the early closure of
unit two at Ignalina Nuclear power plant.
Lithuania signed a Nuclear Safety Account
(NSA) Grant Agreement with the European
Bank for Reconstruction and Development
(EBRD) in 1994, committing itself not to
extend the lifetime of two Chernobyl-type
nuclear units. Agenda 2000 cdled upon
applicant countries which were operating
unsafe nuclear reactors to close them at the
earliest possible dates. In 1997, the
European Commission stated that fulfill-
ment of the commitments made by the
NSA Agreement isaprincipal condition for
Lithuaniato start negotiationsfor accession.
The Accession Partnership for Lithuania,
sgned in March 1998, requires that a
decommissioning plan for Ignalina should
be established according to the commit-
ments made in the NSA Agreement. In
1999, the European Parliament called on
Lithuania to comply with its commitment
under the NSA Agreement.

At the end of 1999, the EU welcomed
Lithuania s self-determination on closure of
unit one and in December invited to the

country to begin negotiations on accession.
During the subsequent discussions,
Lithuania s determination of the date of clo-
sure of unit two was bound with the negoti-
ations on energy chapter, foreseen for mid-
2002.

However, in the beginning of 2002, instead
of keeping within their earlier commit-
ments, Lithuanian politicians started to look
for an extenson of the lifetime of the
Ignalina plant until the year 2017 or later.
Moreover, afew popular politicians started
to use"nuclear card" for the upcoming pres-

grong initiative to extend the lifetime of
nuclear power in Lithuania among political
parties and in governmenta ingtitutions.

Lithuanian Green Movement welcomesthe
efforts of the EU to shut down unsafe
nuclear units in the region and urges dl
political parties and governmentd ingtitu-
tionsin Lithuania not to act like the heroes
of the famous Russian fable, interpreted by
Krylov (Swan, Crayfish and Pikeall pulling
acart in different directions), but to find a
common solution and demongtrate for the
whole region a democratic, transparent and
well done decommissioning of nuclear
units.

Protest in front of Ignalina

idential election campaign, which was
strongly criticized by LGM. "According
our estimation, the continuousincitement of
candidates ‘ not to yield to EU pressure’ and
‘look for beneficial solutions for Lithuania
can be considered to be only a chesp pre-
election trick," LGM declared in a dtate-
ment.

The Danish Prime Minister (Denmark will
take over the EU presidency in the second
half of 2002) Anders Fogh-Rasmussen, vis-
iting the country at theend of February, said
Lithuania must close the Igndina power
plant by the year 2009 if it wants to end
negotiations with EU as planned in
December and stay on track to join the bloc
in 2004. "A firm date on the closure of the
Ignalina nuclear plant is crucia for a posi-
tive outcome of Lithu-anias negotiations,”
Rasmussen said. Other EU politicians have
severd times declared exactly the same
position. Despite this, there is gill a very

Award for NEMAK Media
Representative

In April, Pavel Kucera, the mediarep-
resentative of NEMAK Europe was
awarded 2nd place in the "Green Pearl
2001" contest in the Czech Republic.

"Green Pearl" is an annual competi-
tion in the Czech Republic for antien-
vironmental statements, and is award-
ed by a board of environmental
experts and NGOs. Kuceras second
prize award was given for the state-
ment "... it is not important what is
going out of the chimney, but what the
regional public health officer says."
The EBRD is currently assessing the
possibility of giving a loan to
NEMAK for the construction of an
aluminium plant in the Czech
Republic. At least once the company
is being honest about their approach to
environment.
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New Publications:

Decade of Independence,
Effects of Economic liberaliza-
tion in Georgia

Published by Green Alternative and
Friends of the Earth (May 2002)

The study aims to analyze undergoing
reforms in Georgia, implemented by
International Financial Institutions (IFI)
and the Georgian Government. The study
also evaluates how the Georgian popula-
tion has benefited from the rapid integration
into global economy systems, especially in
the fields of agriculture, energy and envi-
ronment, which have experienced the most
significant transformation. The report lists
recommendations and actions needed to be
executed. It concludes that the main pre-
condition to improving the socio-econom-
ic situation of Georgia is wide-ranging
stakeholders' involvement in the decision-
making process, public control over the
financial mechanisms and incorporation of
the principles environmental protection as
one of the key macro- economic policy
areas.

www.greenalt wanex.net/report%e20final .pdf

Pocketing Caspian Black Gold:
Who are the Real Beneficiaries of
Oil Infrastructure Development in
Georgia and Azerbaijan

The report raises doubts that oil develop-
ment projects will bring prosperity to ordi-
nary people in Georgia and Azerbaijan, the
majority of whom live far below the pover-
ty line. Instead, the real beneficiaries of ail
development are more likely to be
Transnationals, Multilatera Development
Banks (MDBs), Export Credit Agencies
(ECASs) and some high-level governmental

officials. The Caucasus and Central Asia
were a hotbed of corruption and nepotism
during the Soviet era—atrend that has con-
tinued even as the region has become the
energy industry's most promising frontier.
While the presidents of republics are sign-
ing new oil deals worth billions of dollars,
there is there is a confident belief, already
evidenced by several facts, that this wealth
will not be shared. According to an
Azerbaijan oil worker, plenty of money is
coming into the country. "But we see none
of it; none today and none tomorrow." So
far, peopl€'s lives have not been improved
by the oil boom. While the benefits for the
local population are almost zero, those
same natural resourcesthat offer "great eco-
nomic potential for the region" also have
great potential to play amain rolein the fur-
ther destruction of livelihoods and the envi-
ronment.

www.bankwatch.org/downloads/oilrev-
enues.pdf

Sustainable Theory - Unsustain-
able Practice.

(Billions for Sustainability? - 3rd brief-
ing, April 2002)

While EU pre-accession funds were intend-
ed to be a learning process for candidate
countries for the future utilisation of struc-
tural and cohesion funds, it seems that the
investments themselves have become the
most important aspect of the process. This
report, the third briefing by CEE
Bankwatch Network and Friends of the
Earth Europe in the "Billions for
Sustainability?' project, poses the question:
is the spending of money the ultimate goal
of the pre-accession funds? Studies in the
report, written by environmental NGOs in
candidate countries, point to major defi-
ciencies in the implementation of pre-
accession funds. Changes are needed to

improve the implementation of pre-acces-
sion funds and future utilisation of structur-
al and cohesion funds. None of this can
happen, however, without a serious com-
mitment by the candidate countries and the
EU towards sustainable development and
democracy.

www.bankwatch.or g/downl oads/billions3-
susttheory.pdf

Mountains of Gold: Kumtor Gold
Mine in Kyrgyz Republic

The mining sector was considered to
have a great potential for boosting eco-
nomicdevelopment in Kyrgyz Republic
after the collapse of the Soviet Union.
Both International Financial Institutions
and the Kyrgyz Government assumed
that gold exploration would bring eco-
nomic benefits to the country's declining
economy. However, the use of heavy
machinery, ex-mining sites, tailings and
toxic substances in the mining process
are just some of theproblems that a coun-
try hasto face in calculating the total cost
of amining operation.

The Kumtor gold mine showed again all
the weaknesses and risks associated with
the mining sector. This study points out
the weaknesses of the environmental
management system and vague monitor-
ing of the company's performance. In
Kyrgyz Republic, environmental policies
of the IFIs have proven to be inefficient
in the ongoing monitoring of lending
projects.

www.bankwatch.or g/downl oads/kumtor -
gold.pdf
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