Globalization and accountabillity:
the corporate sector Iin involuntary
displacement and resettlement

by Patricia Feeney

I I The UN Conference on Trade and
Development estimates that in
1997 the world’s 100 largest
transnational companies (TNCs) together
held $1.8 trillion in foreign assets, sold
products worth $2.1 trillion abroad and
employed some six million persons in
their foreign affiliates. The ultimate
objective of TNCs is to enhance their
own competitiveness in an international
context. This article argues that the lib-
eralization of regulatory regimes for
foreign investment, the transfer of state
obligations to non-state actors and the
dilution of international development
guidelines have reduced the protection
afforded to poor people facing involun-
tary development-induced displacement.

Despite the broad range of stakeholders
affected by their operations and influ-
ence many TNCs insist that they are
legally responsible only to their share-
holders and national governments.
Increasingly pressure is being brought to
bear on companies to take a less restric-
tive view of their wider obligations. The
UN Secretary General, Kofi Annan, recog-
nising the enormous impact that TNCs
have on human rights - in their employ-
ment practices, in their environmental
impact, in their support for corrupt
regimes or in their advocacy for policy
changes - has called for a ‘Global
Compact’ for corporate accountability.'

Business as beneficiaries of over-
seas aid budgets

The phenomenal growth in foreign
direct investment (FDI) in developing
countries, resulting from liberalization
of FDI rules and privatization of state-
owned enterprises, has - in part - been
used by OECD governments to justify
the recent dramatic decline in official
aid flows. The unprecedented levels of
private flows have shaped the donors’

new development strategies. A major
cause of concern is the failure of private
companies, based in industrialized coun-
tries, many of which obtain substantial
benefits from official aid programmes,
to apply internationally agreed develop-
ment policies. Official Development
Assistance (ODA) provides an accessible
source of public money that is used both
to finance the private sector construc-
tion of large infrastructure projects or,
as is becoming more common, to miti-
gate the risks of such projects.

The OECD’s Development Assistance
Committee (DAC) reports that, while
more aid is now provided on concession-
al terms or as grants, there is a growing
tendency to mix ODA and commercial
loans in a single package. In 1996 one
third of ODA lending had associated
commercial funds, underlying the impor-
tance of tied aid and the influence of
commercial interests in aid flows. There
is a lack of clarity on the part of donor
and recipient governments about the
extent to which companies awarded
international contracts are required to
fully adhere to official aid guidelines
and procedures. Nowhere is this more
apparent than in projects involving invol-
untary displacement and resettlement.

Safeguards in resettlement

Most aid guidelines specify that before a
project involving involuntary displace-
ment can be approved the host country
government or private business sponsor
must submit a plan that conforms to
international resettlement policies.
Resettlement policies are supposed to
ensure that displacement is kept to a
minimum,; that those who are displaced
have a share in the project benefits or
investment resources; that the standard
of living of the resettled communities
improves or at least does not deterio-

rate; that there is participation in the
planning and implementation of the
resettlement plan (for example in the
selection of the resettlement site); and
that people are informed of their rights
and options and offered a number of
acceptable alternatives.

In the case of the World Bank, its review
and approval of the documentation and
provisions for subsequent supervision
are made conditions of loan effective-
ness. Resettlement Action Plans are
supposed to be made available in draft
to the public in the project area for com-
ment prior to approval of new project
funding and should be reviewed by
World Bank social, technical and legal
experts. In practice such safeguards, as
the World Bank has itself recently
acknowledged,” have been frequently
disregarded.

A number of papers prepared for the
World Commission on Dams highlight
the lack of clear delineation of responsi-
bility and allocation of accountability in
large dam projects.’ The International
Law Commission argues that entities
which take on core functions of govern-
ments are subject to the same duties as
a state under international law by virtue
of the principle of attribution. When a
state contracts out to private companies
the design, implementation or monitor-
ing of projects involving involuntary
resettlement, a case can be made that
these companies then acquire responsi-
bilities for ensuring compliance with the
relevant international human rights stan-
dards and development policies and
procedures.

Frequently, however, there is depressingly
little evidence that this is properly under-
stood by any of the parties involved. It is
all too apparent that private companies
lack the necessary skills and experience
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to undertake social and environmental
assessments that best aid practice requires.

One such example is Exxon’s role in the
controversial Chad-Cameroon Pipeline, a
project which involves sinking some 300
oil wells in southern Chad and running a
1,050-km buried pipeline the full length
of Cameroon to a marine export termi-
nal on the Atlantic coast.’ Exxon
commissioned a series of studies in
preparation for obtaining World Bank
approval (and funding). According to a
Dutch Government panel of experts and
World Bank social and environmental
staff, the Environmental Impact Assess-
ment and Environmental Management
Plan submitted lacked essential informa-
tion and contained no sound statistical
picture of the population likely to be
affected by the project.

Similar failings are evident from the
inadequacy of surveys into the number
and characteristics of the population
displaced by the privatization of
copper mines in Zambia. There is a five-
fold variation in the numbers presented
by the parastatal mining company
involved and those put forward by local
councils. In the case of the Nchanga
mine at Chingola, now sold to Anglo
American, the lack of baseline data has
meant that the company and the coun-
cil are at loggerheads about who is and
is not a squatter on land owned by the
mine.

Need for more effective regulation

While there is an undoubted benefit for
developing countries in harnessing
private sector capital and know-how to
improve service provision and to finance
modern infrastructure, insufficient
attention has been paid to ensuring that
effective and appropriate regulatory
systems are in place to protect the
rights and interests of the poor.

New regulatory bodies have been hur-
riedly set up throughout the developing
world but most lack the necessary finan-
cial or political backing to enable them
to protect the interests of the wider pop-
ulation. As a result, environmental and
social guidelines are not adequately
implemented and equity is given scant
consideration.

The rationale of the new development
agenda has been that public provision
projects suffered substantial time and
cost overruns. However, transaction

costs with private projects are higher
and private sector project performance
also suffers from delays and implemen-
tation problems. In its 1999 Annual
Report, the World Bank conceded that
30-40 per cent of its private sector port-
folio of projects in industry, water and
sanitation were “problematic”. Recently-
created World Bank instruments have
led to concern that scarce concessional
funds are being taken away from pro-
poor initiatives to the benefit of private
investors for projects with limited or, in
the worst cases, negative development
gains.

World Bank resources can now be used
to provide guarantees to private sector
investors in projects in low-income
countries which are intended to generate
substantial foreign exchange revenues.
Whether these projects are helping to
eradicate poverty or simply to increase
the wealth of private individuals is often
far from clear. It is not easy to ensure
that such private commercial enterprises
comply with development guidelines and
policies.

In the case of the Zambian copper
mines, although Anglo American signed
up to World Bank resettlement guide-
lines, it has defaulted on its obligations
by not conducting adequate household
surveys, offering inadequate compensa-
tion and not disclosing details of its
Resettlement Action Plan to those affect-
ed.’ Given the use of adjustment loans
and technical assistance to support the
privatization process, the World Bank
ought from the outset to have consid-
ered the situation of settlers on mine
land. Failure to do so has resulted in a
wave of evictions in mining areas.
Former miners have merely been offered
‘repatriation’ to their original areas - in
reality, a one-way journey to penury and
destitution. After many years’ absence,
few of the returning miners have any
entitlement to customary land.’

Trade subsidies: weak regulation
and absence of agreed norms

While there are still major difficulties in
ensuring that the private sector complies
with resettlement guidelines in projects
funded out of multilateral or bilateral
aid funds, transnational companies ben-
efiting from trade-related subsidies are
reluctant even to accept that their opera-
tions should be constrained by official
development policies.

In the last decade export credit agencies
(ECAs) have increased their activities and
in their search for new markets have
exerted themselves to provide conces-
sional credits and guarantees to private
sector companies. Roughly half of new
export credit commitments in recent
years have gone to support project
financing in such sectors as power gen-
eration, telecommunications and
transport. ECAs are the largest official
creditor of developing countries,
accounting for 31 per cent of their debt
to official creditors.

Since the G-8 Summit in Cologne in 1999
called for the development of common
environmental guidelines for ECAs, there
has been remarkably little progress.’

The UK’s Export Credit Guarantee
Department (ECGD), in common with
most other ECAs, claims that it is not
bound by development guidelines and
procedures. This ignores the fact that
the companies and their sponsors fre-
quently justify public backing for their
projects on the grounds that the results
will bring wider social and economic
benefits to the host countries.

While ECAs may for the time being con-
tinue to be able to sidestep good
development practice, their activities are
likely to be constrained by the applica-
tion of international human rights and
environmental laws. This may reduce the
danger that future debt will accumulate
to export credit agencies for promoting
unsustainable and undesirable private
sector projects. It may also dampen the
enthusiasm of governments to use tax-
payers’ money to bail out companies
with no commitment to sound environ-
mental policies, human rights and
resettlement standards.

The current controversy surrounding the
proposed construction of the Ilisu Dam
on the Tigris River in southeastern
Turkey has brought concerns about the
role of ECAs into the public domain. The
contractors, Balfour Beatty, are seeking
£200 million of export credit guarantees
from the ECGD despite the absence of
any government scrutiny of the resettle-
ment plans and despite the fact the
company is currently being investigated
for alleged bribery in connection with
the Lesotho Highlands Water Project.
International guidelines for resettlement
are not being observed. Consultation
with the local population and civic
authorities has been limited or non-
existent.”
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Conclusions

Clearly, developing countries need a
flourishing private sector if they are to
participate in the global economy. It is
also clear that much official aid is pro-
moting the interests of major companies
based in industrialized countries while
doing little either to encourage the
emergence of local entrepreneurs able to
compete in world markets or to promote
the rights of those affected by such pro-
jects. As the World Bank Group places
increasing emphasis on its partnership
with the private sector it remains to be
seen whether recent reformulation of
operational policies, bank procedures and
good practices regarding involuntary
resettlementix will include scope for
complaints from affected communities.

The adoption of voluntary codes of con-
duct by such leading companies as BP
Amoco and Shell is not enough.
Environmentalists are calling for a
‘development screen’ to ensure that the
World Bank’s International Finance
Committee’s projects promote growth
that is “pro-poor’ and strictly conforms
to aid guidelines. European NGOs have
suggested that export credits and con-
tracts paid for out of overseas aid
budgets should be dependent on private
companies publicly adopting the revised
OECD Guidelines for Multinational
Corporations.
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