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Introduction 
 
Over recent decades, the European Investment Bank (EIB) has become increasingly involved in 
lending operations outside the European Union. While such activities are still a quite minor part of 
the overall portfolio of the EIB, which continues to operate mainly within the Member States of the 
EU, they do now constitute a major part of lending within the Union's external development and 
economic cooperation programmes. Accordingly, the European Parliament is called upon to 
exercise its institutional powers whenever the EIB is acting on behalf of the Community and in the 
advancement of the political objectives of the European Union. As regards the own-initiative 
report of the European Parliament's Development Committee on the impact of the Community’s 
financing instruments for development, therefore, the EIB must be considered an important 
player.  
 
The present background study is meant to inform the debates in the DEVE Committee with an 
analysis of the development impact of EIB lending operations in the frameworks of the Cotonou 
Agreement (African, Caribbean and Pacific countries) and Asian and Latin American countries 
(ALA). The analysis of impacts of development lending is of crucial importance if scarce financial 
resources are to be directed to their best use for the achievement of the Millennium Development 
Goals. Moreover, lending contributes to the creation of debt in the developing countries and must 
therefore be carefully evaluated against the benefits it achieved. 
 
It must be noted from the outset, however, that for a variety of reasons this study will only be able 
to partially deliver on its task. The most important reason for this is the lack of systematic 
development impact assessments of lending operations undertaken by the EIB itself. Only two 
EIB evaluation reports on lending in ACP and ALA countries respectively are publicly available, 
and these reports neither reflect the OECD-DAC guidelines for assessment, nor do they contain 
documentation and disaggregated data at the level of countries, lending sectors or specific 
projects. More detailed assessments may have been carried out by the Bank’s internal Evaluation 
Department, during preparation of the existing evaluation reports, but if so they are not publicly 
available.  
 
The lack of comprehensive assessments can be only partially mitigated through the screening of 
EIB financed projects using publicly available information. The EIB’s yearly reporting on projects 
approved and finance disbursed is not accompanied by aggregated data over time for specific 
countries and sectoral lending within countries. The author spent considerable time producing 
such statistics, in order to supply an accurate overview of the lending volumes and breakdowns 
for ACP and ALA regions and countries as well as sectors and sub-sector,s for the period 1994-
2004. However, the absence of publicly available documentation related to projects makes it 
impossible to properly evaluate development achievements at the project or the country level, or 
even to assess actual project performance against project goals in terms of social welfare, 
poverty reduction and environmental protection. 
 
The difficulty with regard to available data was to some extent anticipated by the author, and 
informed the design of the study. In order to overcome the anticipated shortcomings of available 
information it was decided to conduct an in-depth analysis of the impact of EIB lending in two 
sample countries, Zambia and Mexico. This was supported by the hiring of consultants in these 
countries to conduct field research and undertake direct contacts with project sponsors and 
country officials.  
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A request for pre- and post-appraisal studies, monitoring reports and project evaluations for 
selected projects in Zambia and Mexico under different types of EIB loans was made to EIB on 
11th of January 2005 - stressing that the disclosure of project related documentation was seen to 
be crucial to a productive outcome of the study. In its response, delivered a full month later, the 
EIB - with reference to its rules on public access to documents –  largely rejected the request on 
the grounds of confidentiality requirements; and while not objecting to the release of some of the 
requested information, referred to the need for assent by its project partners.1  
 
The EIB also considered it impossible to facilitate interviews between the author and consultants 
with project sponsors in Zambia2 and Mexico3, and requested the author to refrain from 
contacting sponsors independently. As of 23rd February, only one interview with a project 
sponsor, Mexi-Gas, was scheduled; and so far even this has not taken place. 
 
In addition, the author was denied access - both by the EIB and by the European Commission - 
to important non project-related information, such as the new “Development Impact Assessment 
Guidelines” of the Investment Facility in the Cotonou framework.  
 
Without access to these documents, it proved impossible to undertake the research according to 
the planned methodology. 
 
A third difficulty relates to the strict timelines for the study. Its terms of reference allowed less 
than two months for the study's elaboration, and in order for the consultants to complete their 
work in this time, substantially better and quicker cooperation by the EIB would have been 
required than was obtained. As a consequence of the various delays, the elaboration of the 
country studies is still on-going at the time of submitting the study. Their findings will be sent to 
the European Parliament only as additional information at a later time.  
 
In light of these difficulties, it became clear that the focus of the study would have to be adjusted 
in order to guarantee a meaningful contribution to the discussions and deliberations of the 
Development Committee. As a result, the coherence between EIB lending operations and the 
framework of development and economic cooperation policy of the European Union was moved 
to centre stage, becoming the organizing principle for the structure of the study. This modified 
approach assumes that principles of poverty eradication and sustainable development are by 
now fairly well mainstreamed into the external policy of the EU, providing the basis for EIB 
lending operations. The approach takes also into account that since the Maastricht Treaty of the 
European Union, requirements for coherence between external EU policy action on development 
objectives and the activities of the European institutions have increased considerably, with 

                                                 
1 E-mail by European Investment Bank staff to the author on 11th of February 2005. The Bank however agreed in this 
letter to receive a questionnaire with “questions on well-defined issues with respect to these projects and topics” in 
order to provide “as much non-confidential information as possible”. 
2 On 23th February 2005, the EIB communicated that meetings with Quantum Mining (Zambia) could not be arranged 
because of an on-going litigation case between the local consultant and the company. The author had not been aware 
of the litigation case, but received evidence that the consultant had, in spring 2004, repeatedly offered to the company 
to withdraw the case, after a court order in his favour on which the company had acted. (Namely, compensation of 
farmers after the company polluted their only water source for three years). The consultant signed a Memorandum of 
Understanding with the company on 10th April 2004 settling almost all matters for which the consultant had taken the 
company to court. Though the company has thus far not reacted to the offer of withdrawal, by this stage any conflict of 
interest must be regarded as minimal. The EIB has remained silent on the other requests for meetings in Zambia 
(Kariba and Victoria falls hydropower projects and the Global Loans Intermediary banks). 
3 More than one month after the initial request on 11th January 2005, the EIB communicated that interviews with CABEI 
(Central America Power Interconnector) and Volkswagen (Car production in Mexcio) could not happen because the 
EIB loans, although approved, have not yet been disbursed. 
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enhancement of the European Parliament's role in monitoring how the coherence principle is 
actually being implemented in relations between the EIB and the European institutions. 
 
While this analysis cannot provide a complete substitute for an in-depth assessment of the 
development impact of EIB lending operations, it does supply crucial information to the European 
Parliament on the degree to which the EIB is following EU policy directions relating to goals of 
poverty eradication and sustainable development. It thus allows for a judgement as to whether 
and to what degree the EIB contributes, in principle, to the achievement of such goals. It follows 
that the recommendations arising from this study are oriented by the identification of 
shortcomings as regards fulfilment of the coherence requirements, and suggestions of possible 
solutions. 
 
The study is divided into three main chapters: 
 

- the first chapter provides an overview of the policy frameworks set by the European Union 
and the mandates, on which the EIB bases its lending operations. It identifies ways in 
which the formulation of the mandates mean they fail to adequately direct EIB lending 
operations towards goals of poverty eradication and sustainable development; 

 
- the second chapter gives an overview of the financial instruments operated by the EIB 

under the Cotonou and ALA frameworks. It identifies the character of lending instruments 
and draws some conclusions with regard to their suitability to contribute to goals of 
poverty reduction; 

 
- the third chapter looks more specifically into the implementation mechanisms of EU 

development policy and the role assigned to the EIB as regards the financing of identified 
needs. It dwells in particular on the dimension of alignment between EIB lending and 
sectoral priorities as defined in Country Strategy Papers, that is, on the level of 
development goals for specific countries.  

 
The third chapter provides also the rationale for the country analyses which are to be delivered 
later, and for further research yet to be conducted, in terms of a real assessment of the impact of 
EIB lending on poverty eradication and sustainable development. The study can, therefore, be 
regarded as a framework assessment for further studies to build upon. 
 
After the general part  two country case studies on EIB lending activities, in Zambia and in 
Mexico, under the framework of EU cooperation priorities, are presented. The two country studies 
have been developed using extensive research and consultancy work on the ground. Background 
papers for the two case studies were supplied to the author respectively by consultant Peter 
Simbanka Executive Director of  Citizens for Better Environment, Zambia and Domitille Delaplace 
researcher on Multilateral Banks and human rights with DECA Equipo Pueblo, Mexico. 
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 1) Current framework of EIB Development lending 
 
This chapter sets out the legal and operational basis on which the European Investment Bank 
(EIB) implements its lending operations in the ACP and ALA regions. The EIB was set up, for 
historical reasons, to finance infrastructure projects within the European Union (EU) member 
states. Although lending outside the EU has always been possible on the basis of mandates from 
the European Council, it is only in the last two decades that this has become an important part of 
EIB activities.  
 
1.1 EIB operations in developing countries 
 
Since its creation under the Treaty of Rome in 1958 the EIB's operations have expanded to 
include investments in many regions outside the EU, notably Mediterranean countries (since the 
1960s), Africa (since 1962 under the Yaoundé Convention), Eastern Europe (since 1989), and 
Latin America and Asia (since 1993). The EIB has become not only the world’s largest public 
lender – with annual lending operations of more than 40 billion Euro – but also a major financier of 
development projects around the world, which in 2004 amounted to 3.5 billion Euro or 7% of its 
overall portfolio.4   
 
The amount disbursed by the EIB between 2000 and 2004 has been steadily increasing, a trend 
which is expected to continue. The total disbursed over this period was 17.2 billion Euro.5 EIB’s 
lending to ACP countries in 2004 amounted to 440 million Euro and the Bank projects to increase 
its support for ACP countries by up to 4.9% per year until 2010.  
 
The EIB has become an important player among the international financial institutions, in 
particular with regard to its lending to the private sector. In the period 1997-2002, EIB’s financial 
support to the private sector in Latin America was ranked third after the International Finance 
Corporation (IFC) and the Inter-American Development Bank (IDB); and fifth in Asia. Overall, by 
the end of the 90s, the EIB had supplied around 10% of the total private sector support provided 
by Financial Development Institutions in Latin America, and about 5% of that provided in Asia.6 
 
Though the EIB has by virtue of its Statute the faculty to initiate lending operations outside the 
EU7, its globally expanding activities are the result of political decisions of the EU Council to 
extend mandates to the EIB. In particular since the 1990s various Council decisions have 
entrusted the EIB to invest a set amount of its own resources within specific regions outside the 
EU, on a specific area of activity, and within a set period of time.8 Current global mandates cover 
the period from 2000 to 2007 and are reported in Table 2 below. Mandated activities are based on 
the cooperation frameworks established between the EU and the cooperating non-member states. 
With regard to developing countries, these frameworks are embedded in the EU policies for 
development cooperation which find practical application in the so-called Country Strategy Papers 

                                                 
4 EIB projects financed in 2004. Briefing released at the EIB annual press conference, 2nd February 2005 
5 The EU Council is currently proposing to authorise bigger financial support by the EIB for its operations in some of 
these regions. 
6 EIB, Evaluation report - Evaluation of the projects financed by the EIB under the Asia and Latin America mandates 
January 2004 
7 Art.18, para 1, EIB Statute: “by way of derogation authorised by the Board of Governors, acting unanimously on a 
proposal from the Board of Directors, the Bank may grant loans for investment projects to be carried out, in whole or in 
part, outside the European territories of Member States.” 
8 The first global mandate was given to the EIB by the Council in 1997 (Council Decision 97/256/EC), the second in 
2000 (Council Decision 2000/24/EC).  
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jointly prepared by the Commission. EIB lending operations under mandated programs must thus 
be considered part of the overall EU development policy. 
 
In 1997, the Council further enhanced the involvement of the EIB in its policy of development 
cooperation by establishing a Guarantee Fund in the budget in order to rule the granting of the 
Community guarantee to the EIB a against losses from loans for projects outside the EU (for 
Central/Eastern Europe, Mediterranean third countries, Asia/Latin America, and the Republic of 
South Africa).9 This has subsequently been extended to cover also the financial instruments that 
the EIB offers to its clients in other developing countries using its own resources. 10 
 
The Council further decided to make the EIB the main instrument of disbursement of EU financial 
aid under the Cotonou Agreement (ACP countries). 
 
Within the EU’s multi-annual programmes, the EIB has also been entrusted with managing 
Community budgetary resources on behalf of the Commission. This has been the case for a 
number of programmes (see Table 1) whereby the EIB manages community budget through one 
of its facilities. As with the mandated programmes, the aim of entrusting the Bank with 
management of community budget is to combine and enhance the results of the Commission’s 
multi-annual programmes and the Bank’s lending operations, including development cooperation.  
 
Table 1 
Community budgetary resources managed by the EIB – all figures in million Euro 

Programme DG Mandate Community 
Budget 

EIB 
Budget 

Multi-annual Programme  
for enterprise and  
entrepreneurship11 

Enterprise/ 
Economic &  
Financial Affairs 

2001 – 05 300
(*)

 

0

SME Finance Facility12 
 

Economic &  
Financial Affairs 

1999 – 03 30 300

Cotonou Investment  
Facility13 

Development/ 
External Relations 

2000 – 05 2,200
(**)

1,700

Facility for Euro- 
Mediterranean Investment & 
Partnership (FEMIP)14 

External Relations 2002 - 06 500 7,400

 * Managed by the European Investment Fund (EIF) 
** Managed by the European Development Fund (EDF) 
Source: various EIB Annual Reports, compilation by the author 
 

1.2 Current development lending mandates of the EIB 
 
The EIB lends to developing countries under mandates by the Council15, covering a range of 
different provisions with regard to EIB own contributions, the management of budgetary resources 
                                                 
9 Council decision 97/256/EC 
10 Council decision 2000/24/EC 
11http://europa.eu.int/comm/enterprise/enterprise_policy/mult_entr_programme/programme_2001_2005.htm 
12 http://europa.eu.int/grants/grants/sme_finance_facility/sme_finance_facility_en.htm  
13 http://europa.eu.int/comm/development/body/publications/courier/courier198/en/en_012_ni.pdf 
14 EIB, Report on FEMIP Technical Assistance (TA) Support Fund: Objectives, Strategy and Scope of Activities, 2004 
15 Mandates are established within a framework of negotiation between the EU, including the European Parliament, 
and countries of groups of countries in which the broad parameters for EIB activities are set. 
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of the Community and loan guarantees (Table 2).16 In ACP17 the EIB lends under the framework 
of the EU-ACP conventions (previously Yaoundé and Lomé, now Cotonou) and in ALA under 
mandate from the EU Council18. 
 
Table 2 
Conventions and decisions in force or under negotiation by 31 December 2003 relating to 
EIB activities outside the European Union  - value of envelopes in million Euro 
                                                                                                         EIB own  

resource 
envelope 

EU budgetary 
Resources 

envelope

Region or Country Legal Basis Year 
expiry

own 
resources 

Risk 
capital
19  

Interest 
subsidies
20  

African Caribbean Pacific  (ACP) Cotonou 
Agreement 

2005 1700 2200 Yes21 

Overseas Colonial Territories 
(OCT)  

Cotonou 
Agreement 

2005 20 20 Yes22 

Republic of South Africa Council Decision 2007 825 No No 
Mediterranean Countries Council Decision 2007 6425 Yes Yes23 
Turkey Council Decision 2007 450 No No 
Central and Eastern Europe Council Decision 2007 9280 No No 
Russia/WNIS Council decision 2007 600 No No 
ALA Council Decision 2007 2480 No No 
EIB own resources lending facilities complementing lending under mandate 
Mediterranean Countries Mediterranean 

Partnership Facility 
FEMIP24 

2004 
 
2007 

1000 
 
200 

No 
 
20-40 

No 
 
No 

Pre-Accession Countries Pre-Accession 
Facility  

2004 12000 No No 

Source: compilation by the author 
 
Even though the EIB has no explicit development mandate by statute and does not consider itself 
a development bank like the World Bank25, all mandates and agreements approved by the EU 
                                                 
16 For instance, in Central & Eastern Europe EIB lending is effected both through the EU guarantee and via the Bank’s 
own Pre-Accession Facilities, these latter without EU guarantees. In the Mediterranean region, the EIB operates mainly 
within the framework of the Euro-Mediterranean Partnership. Most of its lending takes place through its Facility for 
Euro-Mediterranean Investment Partnership (FEMIP) – under which the EIB manages both its own resources and 
community budgetary resources. Furthermore the EIB invests also in Turkey through both the TERRA programme 
(Turkey Earthquake Reconstruction and Rehabilitation Action) and under the Turkey Special Action Programme. 
17 In the Republic of South Africa, which became an associate member of the EU-ACP Conventions in 1998, the EIB 
lends under a specific bilateral agreement.  
18 For the purpose of this study only Lomé and Cotonou Conventions will be considered. 
19 For the ACP/OCT: from the Investment Facility established under the Cotonou Partnership Agreement. For the 
Mediterranean Countries: from the EU budget. 
20 ibid. 
21 It my also take the form of Technical assistance 
22 ibid. 
23 For operations in the environmental sector 
24 Facility for Euro -Mediterranean Investment and Partnership 
25 The EIB enjoys an autonomous legal statute accorded by Art. 266 of the EC Treaty, and his Statute does not refer to 
any role in development outside the EU. The EIB stresses in various publications that the Bank’s operations are 
comparable to those of an investment bank rather than those of a development bank. 
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Council have a strong focus on development cooperation policy, regardless of whether they relate 
to the EIB use of own resources, an EU guarantee against losses as in the case of Asian and 
Latin American countries, or the managment of budgetary resources as in the case of ACP 
countries. 
 
This is in line with the Treaty establishing a constitution for Europe, which states that “the 
European Investment Bank shall contribute, under the terms laid down in its Statute, to the 
implementation of the measures referred to in paragraph 1”, these being  

“the implementation of development cooperation policy, which may relate to multi-annual 
cooperation programmes with developing countries or programmes with a thematic 
approach” (Part III, Art. 317, Para. 3 and 1). 

 
According to the EIB itself, the Bank  

“underpins Community development aid policies and participates actively in the Union's 
cooperation policies in favour of some 150 non-member countries. In doing so the Bank 
operates within the scope of lending mandates entrusted to it by the Union”.  

 
The EIB refers to itself occasionally as a development bank:  

“In the framework of the EU's external co-operation and development policies the Bank has 
been a development partner - as the development bank of the European Union - in most 
ACP countries for some 30 years”.26 

 
In practice, however, the EIB still remains fundamentally an institution financing investment 
projects. It does not prepare its own country or sector strategies, while often relying on those 
prepared by the European Commission and its country delegations. In this regard, it should be 
noted that EIB’s capacity to leverage additional resources through co-financing significantly 
increases the financial importance of EIB operations. 
 
 
1.2.1  African, Caribbean and Pacific Countries (ACP) 
 
In ACP countries the EIB lends its own resources and in addition increasingly manages EU 
budget resources of the European Development Fund (composed of EU Member State funds 
managed by the Commission) either directly or by way of two complementary instruments: 
 
- risk-capital operations27 used by the Bank to complement its loans with an EU guarantee28; 
 
- interest subsidies29 for EIB projects coming from the EDF budget and administered by the 
Commission (until the 9th EDF came into force in April 2003.30 
  
                                                 
26 Both in: http://www.eib.org/site/index.asp?designation=acp 
27 Concessionary loans with special conditions relating to the duration of debt consolidation, making them comparable 
to capital investment. 
28 The EIB and the Commission define this guarantee as a “budget guarantee” although this guarantee in the ACP 
region comes from the EDF budget. In Mediterranean countries it comes instead directly from the EU budget. Under 
Cotonou, the Commission does not administer the guarantee – as it was the case under the Lomé Convention; this 
function is now covered by Member States. See: COM(2004)763 final, European Development Fund (EDF), Estimate 
of commitments and payments, and of contributions to be paid by the Member States for 2004 and 2005 
29 For a detailed explanation of interest subsidies under Cotonou see chapter 2.2. 
30 COM(2004)763  
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Analysis for the period 1996-2004 shows that the use of budgetary resources from the EIB31 
amounted to 55 percent of the total amount that the Bank disbursed in ACP countries.32 By 
comparison, in Mediterranean countries during the same period budgetary resources amounted 
to only 2 percent of the lending. It should be noted that there is an increasing trend over the last 
five years of using budget resources in ACP countries. In 2000, budget resources amounted in 
fact only to 42 percent of lending disbursed since 1996, while in 2004 the net figure amounted to 
85 percent  of the funds disbursed in ACP during the same year.  
 
The mandate given to the EIB under the Cotonou Agreement reflects the Union's reach to these 
regions both as the leading international trading partner and as the world's main provider of official 
development assistance, through the European Development Fund (EDF)33, which was supplied 
with 13.5 billion Euro for the initial five-year period.34 
 
In the context of EU development aid's strong focus on achieving poverty alleviation in ACP 
countries, a new investment facility was established in June 2003 with the specific aim of directing 
European investment into ACP countries to provide support to the private sector – in particular 
small and medium enterprises. 
  
The Cotonou Investment Facility (IF) replaces the former “risk capital” operations carried out 
under the Lomé Convention, making available more resources and new financial instruments. The 
IF is managed by the EIB on behalf of the Commission and operates according to commercial 
principles of financial sustainability. The IF is expected to disburse 2.2 billion Euro raised through 
the EDF between 2003 and 2008. Additionally, in the same timeframe the EIB is to make 1.7 
billion Euro available from its own resources. The IF is set up as a revolving fund, with return 
flows invested in new projects in order to assure ACP countries of the future availability of 
resources.35 
 
    Table 3 
    Funds currently managed by the EIB under the Cotonou Partnership Agreement 

Cotonou Partnership Agreement 
Financial Protocol (first 5 years) 

Financing for the OCT36

 Million Euro % Million Euro 
Grant financing from the European 
Development Fund 

11,300 74.3 155

Investment Facility  
(revolving fund) 

2,200 14.5 20

Loans from EIB own resources 1,700 11.2 20
Total 15,200 100.0 195

Source: Annual Press Conference 2005 Briefing Note N°10 Luxembourg, 3 February 2005  

                                                 
31 Including risk-capital operations, use of EDF budget under the new Investment Facility, and interest subsidies. 
32 For this section see Annex 2 , tables 2.1 and 2.2. 
33 The European Development Fund (EDF) does not form part of the Community budget. The EDF is financed directly 
by the Member States of the European Union outside the usual Community budgetary mechanisms. The EDF has 
been operating continuously since 1957 to promote and expedite the economic, cultural and social development of the 
ACP States (i.e. the African, Caribbean and Pacific countries party to the Cotonou agreement today). The EDF is 
administered by the European Commission. 
34 The EIB manages part of the EDF resources in ACP countries. 
35 EU -ACP Partnership Cotonou Agreement of 23 June 2000 – The Investment Facility and Loans from EIB's own 
resources: outline of Terms and Conditions (EIB, June 2002) 
36 The EIB also supports investment in 20 Overseas Countries and Territories (OCT), mainly in the Caribbean and 
Pacific, which have constitutional links with certain EU Member States. 
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Under Article 61 of the Cotonou Agreement the nature of financing of EIB's financing is described 
as follows:  

“… In the framework of the Agreement, the European Development Fund, including 
counterpart funds, unexpended balance from previous Funds, own resources of the 
European Investment Bank, and where appropriate resources drawn from the European 
Community's budget, shall be used to finance projects, programmes and other forms of 
operations contributing to the achievement of the objectives of this Agreement.“ 

 
It derives from this description that the EIB shall act in its operations in accordance with the 
objectives of the Cotonou Agreement, defined as “reducing and eventually eradicating poverty 
consistent with the objective of sustainable development and the gradual integration of ACP 
countries into the world economy”. 
 
The Financial Protocol (Annex I of the Cotonou Agreement) details the financial engagement of 
the EIB:  

“For the purposes set out in this Agreement and for a period of five years commencing 1 
March 2000… EUR 2,200 million shall be allocated to finance the Investment Facility 
according to the terms and conditions set out in Annex II... (…) An amount of up to EUR 
1,700 million shall be provided from the European Investment Bank in the form of loans 
made from its own resources. These resources shall be granted for the purposes set out in 
Annex II... The Bank may, from the resources it manages, contribute to the financing of 
regional projects and programmes. (…) The Bank shall administer the loans made from its 
own resources, as well as the operations financed under the Investment Facility...” 

 
Finally, Annex II of the Cotonou Agreement, Article 4 also rules on loans made by the Bank from 
its own resources, giving emphasis to the promotion of the private sector:  

“The Bank shall: (a) contribute, through the resources it manages, to the economic and 
industrial development of the ACP States on a national and regional basis; and to this end, 
finance as a priority productive projects and programmes or other investments aimed at 
promoting the private sector in all economic sectors”. 

 
However the EIB recognizes that  

“The central objective of the Cotonou Agreement is poverty reduction and its ultimate 
eradication and this is to be achieved through economic growth and the integration of the 
ACP economies into the world economy. The focus is on developing the private sector, 
seen as the main engine of economic growth. Under the Cotonou Agreement viable 
revenue- generating projects in all economic sectors are eligible.”37.  

 
In its documents, the Bank defines its prime objective as being “in line with the general objectives 
of the Cotonou Agreement”38 and in order to implement them the Bank has set up its own general 
eligibility guidelines for financing under the Investment Facility as follows:  

                                                 
37   EIB Annual Press Conference 2005,  Briefing Note N°10, Luxembourg, 3 February 2005 
38 In the Mediterranean region, the priority of the EIB is to finance projects which meet the objectives of the Euro-
Mediterranean Partnership launched in Barcelona in November 1995. In particular: developing the private sector and 
strengthening the local financial sector; creating basic infrastructure, especially in the field of environmental protection; 
and supporting projects with a regional dimension resulting from cooperation between the countries concerned. In the 
Balkans, the EIB has been accorded a key role in rolling out a programme to rebuild the economy, with focus on 
financing cross-border projects of regional importance in the transport and energy sectors. 
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-  borrowers may be from the private sector or the commercially-run public sectors; 
 
- eligible sectors include most productive sectors (commercial agriculture, industry, agro-
industry, mining, tourism, energy, revenue-generating infrastructure) and related service 
sectors, notably the financial sector. Certain specific sectors are excluded (p.ex. 
armaments, non-ethical drugs, gambling); 
 
-  financing must support identifiable investment projects (greenfield developments, 
expansions, rehabilitations...). 

 
According to the EIB, its lending is to be spread over energy, agriculture, water, transport and 
construction projects. In addition the Bank will endeavour to finance selected projects in the health 
and education sectors. 39 
 
 
1.2.2  Asian and Latin American Countries (ALA) 
 
Lending of the EIB in ALA countries is governed by mandates from the Council. The EIB was 
authorized by the Council to lend to ALA for the first time in 1993 (ALA I) to an amount of 1,000 
million Euro40; this was reviewed in 1997 (ALA II) for the period until January 2000 for an 
additional amount of 900 million Euro41. The current mandate started in February 2000 (ALA III) 
and makes available 2,480 million Euro for the period until February 2007. 
 
Under the three consecutive mandates, the Bank has been authorized to lend up to 4,405 million 
Euro.42 Amounts per country or per sector are not specified in the Council mandates, and neither 
do they define the criteria under which the EIB should lend to ALA countries. Only one criterion 
for the allocation of funds - to serve the "mutual interest" of the EU and the ALA countries - is 
mentioned in the mandates, though without further specification in the first and the second 
mandate.43  
 

As of today, the only definition of EIB objectives under the mandate is included in Council 
Resolution 2000/24/EC which rules the ALA III mandate. This definition expands on the previous 
one though it still does not clarify the interpretation of "mutual interest". The Resolution in fact 
states that the guarantee : 

 “shall be granted in support of the Community relevant external policy objectives for 
investment projects carried out in the countries. In particular, EIB financing in candidate 
countries should reflect the priorities established in the Partnership between the Community 
and those countries”. 

 

                                                 
39 Investment Facility , ACP-EU Cotonou Partnership Agreement – Annual Report 2003 
40 Council Decision 93/115/EEC: Council Decision of 15 February 1993 granting a Community guarantee to the 
European Investment Bank against losses under loans for projects of mutual interest in certain third countries. In 1996 
this mandate was extended with an additional interim guarantee for ALA countries by Council regulation 1996/723/EC. 
The amount authorized for the year 1996 in ALA was set to 275 million EUR. 
41 Council Regulation 1997/ 256/EC 
42 Annual Press Conference 2005 Briefing Note N°11 Luxembourg, 3 February 2005 
43 Although the first Council mandate refers to a Council decision of 19 May 1992 "on the guidelines to be applied for 
loans from the EIB granted in third countries with which the Community has concluded cooperation agreements" 
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Council Resolution 2000/24/EC also established that EIB financing should enhance coordination 
with the Community’s other financial instruments (art.18). In this respect the EIB and the 
Commission “should coordinate priorities and activities in these countries and measure progress 
towards the fulfilment of the Community relevant policy objectives”. The setting of periodic reviews 
of operational objectives and measurement of their fulfilment is the responsibility of the EIB Board 
of Directors.  
 
Nevertheless, Art.2 of the Council Decision - concerning the yearly duty of information by the 
Commission towards the European Parliament and the Council over progress made on loan 
operations and the use of the commercial guarantee – also contains a provision that the 
Commission’s information to the Parliament and the Council should include  

“an assessment of the contribution of the lending to the fulfilment of the Community’s 
relevant external policy objectives, taking into account the operational directives and 
appropriate measures of their fulfilment.“  

 
So far, the so-called “Borrowing and lending” yearly report of the Commission has not contained 
such assessments of policy fulfilment.44  
 
In the absence of a specific Council mandate that defines EIB lending criteria for ALA countries, 
the Council Regulation 443/1992/EC on “Financial and technical assistance to, and economic 
cooperation with, the developing countries in Asia and Latin America” must be regarded the 
guiding framework, regulating all EU financial flows to ALA countries, including those which fall 
under the EU guarantee scheme. It should be noted that the EIB itself refers to this Regulation 
when dealing with the objectives of its wider mandate received from the EU.45  
 
Article 7 of Regulation 443/1992 on Economic Cooperation establishes that economic cooperation  

“devised to serve the mutual interests of the Community and its partner countries, shall 
contribute to the development of the ALA developing countries by helping them build up 
their institutional capacity so as to create an environment more favourable to investment 
and development and make the most of the prospects opened up by the growth of 
international trade, including the European single market, and by enhancing the role of 
businessmen, technology and know-how from all the Member States, particularly in the 
private sector and in small and medium-sized undertakings”. (emphasis added by author) 

 
Regulation 443/1992 also emphasises other priority sectors for cooperation besides economic 
cooperation:  

“The aim of Community development and cooperation policies shall firstly be human 
development.”  

                                                 
44 In addition, the Commission was mandated by the Council for ALA I and II to “inform the European Parliament and 
the Council every six months of the situation regarding loans signed and progress made on risk sharing according to 
Article 1 (3). To that end, the EIB shall regularly transmit to the Commission the appropriate information” (See Council 
Decision 1997/756/EC).  The author could not find evidence of these six-monthly reports. Moreover the use of 
aggregated data included in the Commission annual reports “borrowing and lending”  makes it impossible to detect the 
issuing of a community guarantee on commercial terms under art 1.(3) of the above-mentioned Council Decision. 
45 EIB, Evaluation of the projects financed by the EIB under the Asia and Latin America (ALA) mandates, January 
2004. The same evaluation reports that "the mutual interest criterion gives as much emphasis to promoting the interest 
of EU Member States as to supporting the development of the ALA countries. Economic cooperation, which contributes 
to the mutual interest of the EU and the ALA countries, is distinct from development cooperation, which focuses only on 
the latter” (p.13). 
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and  

“Financial and technical assistance shall be targeted primarily on the poorest sections of the 
population and the poorest countries in the two regions, through the implementation of 
programs and projects. ... In particular, measures shall be implemented in areas where 
domestic, economic and human resources are difficult to mobilize, but which are of strategic 
importance either for the development of the countries concerned or for the international 
community as a whole.” 

 
In this context, the Community further specifies that financial and economic aid to ALA countries 
shall devote utmost importance to the promotion of human rights; good governance; 
environmental protection; economic and social issues as conducted in the mutual interest; and 
shall support the process of democratization.  
 
Financial and technical assistance shall furthermore give priority  

“to developing the rural sector and improving the level of food security. Protection of the 
environment and natural resources, and sustainable development, shall be long-term 
priorities”.46 

As noted above, in the absence of a clear definition by the Council of criteria for lending in ALA, 
the Bank has stated that financial support for projects of mutual interest is “its prime objective”, 
along with economic cooperation, and that the Bank will  

“finance productive investment contributing to economic development in countries signatory 
to cooperation agreements with the EU. Projects are selected in line with European Union 
cooperation policy objectives and must present a mutual interest for the country in which the 
project is implemented and the EU.”47  

While “mutual interest” is mentioned in various Community policy documents, it is important to 
understand what the Bank itself defines as “meeting mutual interest“. Under the Bank’s own 
definition, “mutual interest” is met when projects comply with one or more of the following criteria: 
 
Projects  

-     are carried out by subsidiaries of EU companies; 
- or by joint ventures bringing together EU and local firms; 
- or by private enterprises holding concessions to invest in and run public services; 
- promote transfer of EU technology; 
- promote enhancement of the objectives of the EU cooperation agreement. 48 

 
The scope of this definition is quite limited if compared with the objectives for ALA countries of 
the EU development policy listed in the Council Resolution 443/1992.  
 
The EIB’s own evaluation of projects financed under the ALA mandate admits that “mutual 
interest is not clearly defined”.49 Indeed, the EIB’s definition of what is to be considered as mutual 
interest is slightly different from the definition of the European Commission:  

                                                 
46 For the first period only, 1991-1995, a specific reference amount is mentioned: 10% of the weighted average of the 
necessary financial resources of the aid shall be set aside for projects specifically aimed at protecting the environment, 
in particular tropical forests. 
47  EIB Annual Press Conference 2005, Briefing Note N°11, Luxembourg, 3 February 2005 
48  EIB, “Financing in Asia and Latin America”, 2003 
49 EIB, “Evaluation of the projects financed by the EIB  under the Asia and Latin America (ALA) mandates”, Jan 2004 
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“The Bank finances projects that are of interest to both the Community and the countries 
concerned – co-financing with EU promoters, transfer of  technology, cooperation in the 
fields of energy and environmental protection.”50 

 
In the framework of EU-Latin America cooperation, the European Council confirmed the 
importance of EIB lending to Latin America at its meeting in Madrid in 1995 and the ASEM-4 
Summit in Copenhagen in September 200251. It called upon the EIB to intensify its development 
activities in the regions, with projects in the interest of both the Community and the countries 
concerned. However, the Commission's October 2003 mid-term review of the mandates for 
granting the political and commercial EU guarantee in ALA indicated that there is no margin 
within the overall ceiling to go beyond the limits set in 1999.52 
 
Very recently the EIB has signed a Memorandum of Understanding (MoU) with the Inter-
American Development Bank regarding co-operation in Latin America and the Caribbean. In 
addition to the focus on private sector development, the two Banks have agreed to work together 
for social and economic development in these regions, through the facilitation of mutual interest 
projects by ”paying due consideration to environmental and social sustainability of economic 
development”.53 It is interesting to note that the EIB, with this new MoU, plans to extend its 
lending for “projects of exceptional interest” beyond the ALA mandate (thus not using the EU 
budget guarantee for political or commercial risk). 
  
 
1.3  Trends of EIB loan amounts to regions of development 54 
 
Comparison between EIB financing provided to all the different partner regions of the European 
Union in 2000 and 200455 shows that the yearly amount of loans provided to the Euro-
Mediterranean and Balkan regions was more than double in 2004 compared to the year 2000, 
while financing for ACP countries had only slightly increased (about 10 percent) and financing for 
ALA countries has been significantly reduced (more than 50 percent). A slightly smaller reduce 
can be constated also for South Africa and Russia. These figures show a trend and do not 
represent an evaluation of the overall amount of finance provided in those regions. 

 
As of 2004, overall funding allocations to ALA are ranked lowest of all partner countries, 
comprising 233 million Euro or 6.6 percent of EIB lending to all partner countries (totalling 3,543 
million Euro). Funding for ACP countries and OCT's is more significant, with 440 million Euro, 
excluding South Africa, or 12.4 percent of 2004 EIB lending to all partner countries. Most of this is 
from budgetary resources.  
 
These trends are the result of many factors, including decisions by the Commission and Member 
States over the use of EU budget in ACP and Mediterranean countries; Council decisions for the 

                                                 
50 “Report from the Commission to the Council and the European Parliament on the borrowing and lending activities of 
the EU communities in 2003” SEC (2004) 1074 
51 This was also confirmed in the Strategy for the EU vis-à-vis Asia adopted in December 2002 and at EU Summits with 
India and China. 
52  The EIB showed an interest in raising the ceiling (Interview of the author with the ALA Department of the EIB). 
53 Memorandum of Understanding between the European Investment Bank and the Inter-American Investment Bank - 
13 December 2004 
54 This section includes analysis by the author of aggregated data drawn from EIB statistics published in annual reports 
and the EIB series “Project financed and statistics” over the last 8 years. 
55 Data drawn from “EIB group in the year 2000 - Projects financed and statistics” and from “EIB projects financed in 
2004” – briefings released at 2nd February 2005 EIB annual press conference” – see Annex 2, Tables 2.1 and 2.2 
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ceiling of the mandates, and EIB’s own decisions as to the use of its own resources in ACP and 
ALA countries. 
 
 
 
2) EIB financial instruments and operations in ACP and ALA countries56 
 
This chapter sets out to introduce the various financial instruments operated by the EIB in the 
framework of ACP and ALA mandates. As will be seen, the instruments used in both regions are 
quite distinct from each other. Differences also exist with regard to the budgetary control 
mechanisms available. 
 
 
2.1 The different financial guarantee mechanisms in EIB loan operations  
 
Under the so-called “risk-sharing scheme” with the EU, the EIB aims to secure adequate non-
sovereign guarantee (concerning loans extended to private borrowers) for commercial risks 
through diverse security measures or credit enhancements, complemented by a budgetary 
guarantee of the Community covering mainly political risk arising from currency non-transfer, 
expropriation, war and civil disturbance. In the case of loans with sovereign project guarantees all 
risks are covered by the Community guarantee.57 
 
In general there are two kinds of guarantees utilised by the EIB: guarantees from the Community’s 
Loan Guarantee Fund (LGF) which are considered as contingent liabilities, and those directly from 
member states which are considered as immediate liabilities. In 1997, the Bank was called upon 
by the Council to manage the Loan Guarantee Fund, which is provisioned from the EC budget58.  
 
The Fund is monitored by DG Budget and is budgeted to cover external lending risks – political 
risk (100 percent) and commercial risk – on the following payments: Balance of payments (macro) 
for non-member states, with strict conditionality applied and 100 percent cover; and Project-based 
loans (micro).  
 
The guarantee from the EU budget, both on political and commercial risks, was regulated with the 
creation of the LGF. It was initially restricted to 70 percent of the aggregate amount of credit 
opened. However, in 2000, the Council ruled that it should decrease to 65 percent. In the case of 
ALA countries, as of today, the maximum ceiling for which the Community will grant a guarantee is 
2,480 million Euro. 
 
The concession of the EU guarantee provides long-term finance often not available in some non-
member state countries. Guarantee cover can be granted to companies, financial institutions or 
non-member states. The level of commercial risk guarantees varies significantly. In the case of 
EIB loans to non-member states, they can be covered up to 70 percent of credits opened.59 

                                                 
56 This section includes author analysis of aggregated data drawn from EIB statistics published in annual reports and 
the EIB series “Project financed and statistics” over the last 8 years. 
57 The Bank would call the Community guarantee for an individual loan only if the project guarantee for that loan failed 
to reimburse the Bank. Such a call would be for the full loan amount outstanding. 
58 The Fund guarantees not only EIB lending but also other Community lending, such as those made through Euratom 
and macro assistance. 
59 Although external lending to non-ACP countries is guaranteed up to 70%, the Bank does not always provide for the 
remaining 30%. The reason for this is that the guarantee is on the whole envelope. If the whole envelope defaulted 
then the Bank would be liable for 30–35% of this. On a project basis the guarantee is in effect 100%. 
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2.2 Type and trends of lending and beneficiaries in ACP countries 
 
We have seen that, in ACP, budgetary resources were increasingly used over the years. The 
amount of EIB's own resources invested seems, instead, to remain stable. Between 1996 and 
2000, budgetary resources for ACP countries disbursed through the EIB amounted to 42 percent 
of EIB’s overall lending operations in the ACP countries, while between 2000 and 2004 this 
amount increased to 65 percent. By comparison, in the Mediterranean countries, where the EIB 
uses budgetary resources as well, the trend was the opposite: between 1996 and 2000 budgetary 
resources amounted to 4.3 percent of EIB’s overall lending to Mediterranean countries, while 
between 2000 and 2004 this amount decreased to 1 percent. (see Annex 2, Tables 2.1 and 2.2 
for more details). The EIB is, therefore, using more of its own resources in lending to the 
Mediterranean countries, while relying more on the EU budget in its lending to the ACP regions.60  

 
Aggregated data show a clear shift in EIB lending toward the private sector. In the first four 
months of 2002, nearly 80 percent of EIB lending to ACP, OCT and South Africa went to the 
private sector or the commercially run public sector, often to support activities in power and water 
infrastructure.  
 
The establishment of the Cotonou Investment Facility (IF) in 2003 has increased the trend to an 
almost exclusive private sector lending of the EIB in the ACP regions. In 2004 approximately 44 
percent of EIB lending to ACP and the Republic of South Africa went to the private sector, or the 
commercially run public sector with regard to infrastructure projects, while 51 percent of EIB 
lending supported the financial sector (loans to banks, venture capital and micro-finance funds) 
and thus indirectly assisted the private sector.  
 
The EIB considers this allocation to be in line with the objectives set out for the Cotonou 
Investment Facility61 which in 2004 received nearly 70 percent of the almost 500 million Euro in 
signatures in ACP and South Africa. The remaining lending to ACP came from the Bank’s own 
resources.62 
 
A specific type of lending drawn from budgetary resources is the subsidization of interest rates. 
The Cotonou Agreement provides for two cases where the interest rate on loans from the Bank's 
own resources or the Investment Facility may be subsidised (in principle by up to 3%), for: 
 

- infrastructure projects in least developed or post-conflict ACP countries, to assist with 
restructuring and/or to facilitate private-sector input into the sector; 

- projects (in the public or private sector) with substantial social or environmental benefits. 
 
In the first case, loans with subsidy should be structured to ensure that the subsidy either accrues 
to the ACP State or goes to the utility company directly for funding the targeted 
social/environmental objectives of a project. In these cases, the subsidy is intended to reduce the 
financial cost of debt servicing by the ACP State concerned, while at the same time contributing 
to the development of sound utility companies (and/or, where applicable, to the financing of 
substantial social or environmental benefits). 

                                                 
60 Under Lomé IV Convention second period (1995-2000) the EIB lent 1,658 million Euro of its own resources,  while 
under Cotonou (2000-2007) the Bank will use 1,700 million Euro (Source: Wolf and Spoden 2000). 
61 EIB Annual Press Conference 2005, Briefing Note N°10, Luxembourg, 3rd February 2005 
62 In 2004, 100 million Euro of EIB’s own resources went to investment in the Republic of South Africa 
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Interest subsidies by way of the EDF budget were granted to EIB loans under both the Lomé and 
Cotonou Conventions. The subsidies were managed by the Commission until the entering into 
force of the 9th EDF in April 2003.  Although the Cotonou Agreement provides that 195 million 
Euro of EDF resources will be available to subsidize the interest rate of loans for projects 
financed by the IF and from the Bank's own resources63, most of the programs undergoing 
subsidization have been completed and the EIB justifies the lesser extent to which they are 
granted today with the fact “ that in Cotonou the subsidization principle is not automatic"64. 
 
Evidence shows in fact that the amount of subsidies decreased over time and no projects have 
so far undergone subsidization under the new Investment Facility.65 As reported in the 
Commission's review of EIB subsidized interests for the year 200066, the amount of interests 
subscribed with funds from the EU under both Lomé IV and Cotonou between 1995 and 2003 
was corresponding to 226,5 million Euro. Commission report figures show as well the substantial 
decreasing trends in subsidization disbursement, varying from 28,1 million Euro disbursed in 
1995 to 7,7 million Euro in 2003.67 

 
In general it is not possible to ascertain from either Commission reports or EIB own statistics for 
which projects interest subsidies have been used.  

 
With regard to the use of interest subsidies for Global Loans, it seems not guaranteed that the 
borrowing premium is handed down to the final investors. Though the EIB claims to ensure this, it 
leaves open what the Bank considers a fair margin for the risks taken by the intermediary and for 
the development of intermediary capacities in the required fields. It is argued also that interest 
subsidies should not create distortions in domestic financial markets. It remains to be noted that 
an independent evaluation reports found “several cases were the interest rates established by the 
EIB were higher than the rate mandated under the various Conventions”68 
 
The Cotonou Agreement and the preceding Lomé convention indicate a maximum amount of 
interest rate to ACP countries. Despite this, the own EIB OED evaluation reports found several 
cases where interest rates were higher than the rate mandated.69 
 
 

                                                 
63 Investment Facility Operational Guidelines p. 14 (version of October 2002) 
64 Communication by the Bank to the author of 24th of February 2005. However, there seems to exist a 
certain automatisation in loan subsidies: Cotonou Annex II 2(4) stipulates that conditional or participating loans 
shall normally comprise a fixed interest rate of not more than 3% while interest rate of subordinated loans should be 
market related. Annex II 2(7) details that ordinary loans may be extended on concessional basis (i.e. 3%) if they apply 
to infrastructure projects in LDCs, privatisations or projects with clear social or environmental benefit. Finally, Annex II 
4(2) stipulates that for EIB’s own resources interest rate subsidy of 3% shall apply to public sector loans, privatisations 
or projects with clear social or environmental benefit.  
65 Interview of the author with Andreas Schwartz (European Commission) and EIB desk officer for ACP, January 2005  
66 COM (2000) 524, 6 September 2000. 
67 Report from the Commission to the Council and the European Parliament on the borrowing and lending activities of 
the EIB in 2003" Brussels 3.9.2004 SEC(2004)1073 final 
68 Commonwealth Secretariat (Author Dr. Sacha Silva): The European Development Bank and the ACP Countries : An 
Effective partnership? December 2004. This report quotes the Court of Auditors report and the EIB Evaluation of global 
loans in 4 ACP countries as sources for this statement. 
69 EIB, Evaluation of the risk capital operations carried out by the EIB in four ACP countries 1989 –1999, a synthesis 
report (without year; Operations Evaluation Department). It must be noted that loans in local currencies are exempted 
from the maximum ceiling for interest rates, and that the wording in the Cotonou Agreement Annex II, Art. 2a allows for 
the adding of a variable rate, according to the EIB (Communication by the EIB to the author, 24 February 2005). 
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2.3 Type of lending and beneficiaries in ALA Countries 
 
As regards the use of the Community guarantee for ALA, recourse to budgetary resources has 
been significant only in the case of loans covered by an EU sovereign guarantee - whereby the 
EU can guarantee States and clients for both political and commercial risks. 70 
 
According to the British DfID, between 1997 and 1998 the EIB guaranteed in ALA for 469 million 
EUR out of a total of 670 million EUR in loans undertaken under the scheme.71 Of this, 66 million 
EUR were actually provided by the Community’s Loan Guarantee Fund.72  
 
Data analyses show that from 1994 to 2004 loans to States73 amounted to an average of 23 
percent of the total loans to ALA (40 percent to Asia; 6 percent to Latin America), with a 
decreasing trend over the years. 
 
Table 4 
Distribution of Loans between Public and private in ALA (1994-2004) 
 Public  States State enterprises Private 
Asia 40% (29%) (11%) 60% 
     
Latin America 6% (6%) - 94% 
     
ALA Total 23%   77% 
  Source: author analysis of EIB Annual Reports 1994-2004 
 
Commission statistics show, moreover, that “loans made to private sector and supported by non-
sovereign guarantees were the most supported”74 which explains why a particularly high 
percentage of operations have profited from the risk–sharing scheme. In this respect, the 
Commission seems to be interested in minimising, over the years, the issuing of a commercial 
guarantee, in line with the indications contained in Council Resolution 2000/24/EC. 
 
ALA mandates II and III are covered by the EU guarantees, with the ceiling for risk-sharing 
schemes set by Council decisions. In both cases the EIB reached a very high signature rate 
relative to the ceilings fixed by the Council (see Table 5). The EIB has used its own resources – 
on top of the fixed amount – only during the second mandate. In the first 3 years of the current 
third mandate (which expires in 2007)75 the EIB has made more significant use of the risk-sharing 
scheme for its lending, thus aligning itself with the trend requested by the Commission. In fact, the 
                                                 
70 In the absence of disaggregated data on the actual guarantee disbursement and project related information in the 
Commission reports to the European Parliament on the EIB yearly lending activities (under art. 2 of Council Resolution 
2000/ 24/EC), the only data available about the amount of the EU guarantee for commercial risks being awarded to 
sovereign parties are contained in DFID 2000 report – see next footnote.  
71 DFID, Working in Partnership with the European Investment Bank, March 2000, refers to “EC, DG-XIX 
Comprehensive report on the functioning of the guarantee fund”. There are no data available in this report to 
understand specific coverage of commercial and political risks. 
72 Interviews by the author with the Commission and the Bank confirm that the only claim under political guarantee was 
paid in 2004 for the Argentina default 
73 Including publicly run enterprises 
74 Report from the Commission to the Council and the European Parliament on the Borrowing and Lending activities of 
the European Communities in 2003, SEC(2004) 1073 final, 3.9.2004 (p. 19). 
75 EIB, ALA Evaluation Report. The report mentions  that the “proportion of risk-sharing loans in relation to EIB total 
finance under ALA II  and III (as of December 2002) reaching 85% and 80% under each mandate, when the  target was 
at least 30% in the last mandate”. 
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Commission’s mid-term review of the EIB external mandates reports that despite the Asian crisis 
and the situation in Argentina “almost half of the mandate has been signed over the first 3 
years”76.  
 
This is a clear indication of the high level of demand for EIB loans which has forced the Bank to 
be selective and to keep in many cases – according to the Commission77- loans below the amount 
requested by clients in ALA. On average the percentage of a single total project cost in ALA co-
funded by the EIB is today in fact only 13 percent (and not 50 percent as in other regions). 
 
However, interviews of the author with the EIB ALA department clearly showed the willingness of 
the Bank to lend more in ALA, a position which is supported by the current high signature rate 
compared to the low relative ceiling allowed by the Commission (see Table 5). Also the EIB's own 
evaluation of its ALA operations admits that  

“the fact that EIB loans to sovereign borrowers (5 in total until 2002) are fully guaranteed by 
the  Commission budget allows the Bank to offer very attractive conditions, because the EIB 
- like other MDBs - does not charge any risk premium”.78  

 
Given the small amounts of projects covered by a full (political and commercial) guarantee of the 
Commission, EIB loans have necessarily targeted well-established sectors or secure clients, such 
as big corporations, thus not necessarily reaching out to the poorest host countries or local SMEs 
for achieving development targets. In this regard it should be noted that the EIB does not offer 
local currency loans in the ALA79 – in contrast to ACP countries where such loans are offered 
from the EDF budget. 
  
 
Table 5 
Risk–Sharing rate compared to mandate covered guarantee in ALA 
All figures in million EUR 

% of risk-sharing achieved   
 
 

ceiling 

Total loan 
amount signed 
at 31.12 2003 

(of which with 
risk-sharing) 

Number of 
loans 

signed with 
risk-sharing relative to 

mandate 
relative to 
signature 

1st mandate 900 
 

900
(730)

17 81% 81%

2nd mandate 2,480 1,461
(1160)

26 47% 79%

Source:  Report from the Commission to the Council and the European Parliament on the Borrowing and 
Lending activities of the European Communities in 2003, SEC(2004) 1073 final, 3.9.2004  
 
 
 
 

                                                 
76 COM(2003)603 final 2003/0232 (CNS), Report from the Commission to the European Parliament and the Council, 
Mid-term review of EIB external lending mandate pursuant to Council Decision 2000/24/EC, 13.10.2003 
77 In the Mid-term review the Commission proposes to the Council to use the margin below the ceilings, from EIB 
forecasts of project lending until 2006 in ALA, to help increase the overall ceiling in 2005 for all partner countries. 
78  EIB, Evaluation of the projects financed by the EIB under the Asia and Latin America (ALA) mandates, Jan 2004 
79 The EU Loan Guarantee Fund does not allow repayment in local currency. 
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2.4 Breakdown of lending by sector regions  and countries in ACP80 
 
Overall lending to ACP between 1994 and 2004 amounted to 4,594 million Euro. Analysis shows 
that it has slightly decreased in the last five years (2,219 million Euro) as compared to the 
previous five years (2,374 million Euro).81 Over the ten years period from 1994-2004  taken into 
account for this study, in Africa Mozambique received the highest amount of loans (317 million 
Euro) followed by Kenya (218  million Euro) and Zambia (196 million Euro). Among Pacific and 
Caribbean countries, the Dominican Republic (238 million Euro), Mauritius (164 million Euro)  and 
Jamaica (141 million Euro) were the most funded (being respectively number 2, 6 and 12 of the 
overall lending to ACP) (For details on other countries see Annex 2, Table 2.3). 
 
As regards the regional breakdown, resources to Caribbean and Pacific countries have 
decreased in favour of African States over the period considered. 
 
 
Table 6 
ACP Regional breakdown in the last two lending periods 
 Africa Caribbean Pacific ACP Group 
1996-1999 73.0% 21.0% 1.5% 4.5% 
2000-2003 80.7% 15.6% 0.6% 3.1% 
Source: Data calculated using EIB annual reports 2000 and 2003 (see Annex 2.2) 
 
As concerns the sectoral breakdown82, global loans and energy projects received most of funding 
to ACP between 1996 and 2003 (respectively 22,3% and 20,5% for the Africa region)(see Table 
7). In terms of growth trends, in the last four years lending has meaningfully increased for the 
water (+121%), energy (+30.4%), communication (+28.4%) and financial sectors (global loans, 
+22.3%) in African countries, and as regards the Caribbean countries for the water (+156,5%) 
and the financial sectors (+37%). 
 
 
Table 7  
Total ACP lending by sectors and by regions in 1996-2003  
 Africa Caribbean Pacific ACP 

group 
Total 
sector 

Energy 20.5% 5.8% 0 0 26.3%
Communication 11.1% 4.0% 0.25% 0 15.3%
Water 6.7% 1.1% 0 0 7.8%

Industry 15.8% 0.3% 0.05% 1,8% 18.0%
Global Loans 22.3% 6.8% 0.3% 3,2% 32.6%
Total region 76.4% 18.0% 0.6% 5.0% 100.0%
Source: data calculated by the author, using various EIB annual reports 
 
                                                 
80 For additional data see Tables in Annex 2. Sector breakdown based on EIB annual reports and EIB “Projects 
financed and statistics” 2000 and 2003. Data on Countries are instead drawn from the author’s analysis of trends and 
series of individual project lending over the last 10 years in ACP countries. The two different series of data and the 
breakdown by sectors do not always coincide. This is due to the different definition of sectors given by the Bank and 
the author and sometimes the use of different series of statistics. 
81 Author analysis of project lending series 1994-2004 from EIB annual reports. 
82 For this section see Annex 2 tables 2.4 and 2.5 
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It should be noted that in 2004 the EIB reports83 have introduced a new category “environment” 
into their statistics, amounting to 8.9% of the overall lending to ACP between 2000 and 2004.84 
 
 
 
2.5 Breakdown of lending by sector, regions and countries in ALA85 
 
According to EIB aggregated statistics, since the EIB began its operations in ALA in 1993, it has 
signed 77 loans totalling 3,522 million Euro. According to the EIB, 63% of lending has been 
allocated to schemes in Latin America and 37% to projects in Asia.86 In 2004, EIB lending for 
projects located in ALA totalled 232.9 million Euro, of which 167.3 million was for three projects in 
Latin America (Brazil, Mexico and Panama) and 65.6 million for two projects in Asia (Philippines). 
It should be noted that the overall resources allocated to ALA registered just a small increase 
between 1996 and 2003. 
 
Country breakdown (see Annex 2, Tables 2.6 and 2.7) shows that between 1994 and 2004 Brazil 
(30%), Argentina (13%), Philippines (9,8%), Indonesia (8,2%), Mexico (6%) were in order of 
priority those that received most funding among the 35 countries eligible under the ALA III 
mandate.87 Countries such as Bangladesh and Sri Lanka in Asia, or Uruguay and Paraguay in 
Latin America are at the lowest end of the scale. Other countries, although eligible, did not receive 
any funding.88 
 
The sector breakdown (see Table 8) shows that as an average of the two periods considered, 
energy projects received the greatest amount of loans, followed by the industry sector. Water 
projects figure at the bottom end of the sectoral list. In terms of growth trends, in the last eight 
years lending has increased for industry sector and global loans, while energy and industry 
sectors remain those receiving most resources. 89 
 
 
 
 
 
 
 

                                                 
83 EIB,  Annual Press Conference 2005, Briefing Note N°10, Luxembourg, 3 February 2005 
84 However no specific rationale for this new breakdown – reported in Annex  2, Table 2.9  - is available and the EIB 
categorization for “environmental” projects seems to be quite flexible compared to the one given in this report by the 
author. Consequently, figures for lending in the energy, transport and global loans sectors between 2000 and 2004 are 
substantially different from the previous calculations. 
85 For additional data, see Annex 3 which contains analysis of data drawn from the author’s analysis of trends and 
series of individual project lending over the last 10 years in ALA countries. The two different series of data and the 
breakdown by sectors do not always coincide. This is due to the different definition of sectors given by the Bank and 
the author and sometimes the use of different series of statistics. 
86 Analysis of series of project lending – different from aggregated data - shows that total ALA lending between 1994 
and 2004 amounted to 3,589 million Euro, with 2,360 million going to Latin America and 1,229 million Euro to Asia. The 
share was indeed slightly higher for Latin America (65,5%) than is reported in EIB aggregated data. 
87 Countries elegible under ALA III mandate are in Asia: Brunei, Indonesia, Laos, Malaysia, Philippines, Singapore, 
Thailand, Vietnam; Bangladesh, China,  South Korea, India, Macao, Mongolia, Nepal, Pakistan, Sri Lanka, Yemen. In 
Latin America: Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, Bolivia, Colombia, Ecuador, Peru, 
Venezuela, Argentina, Brazil, Paraguay, Uruguay; Chile, Mexico, Panama. 
88 Countries not receiving any funding were: Brunei, Laos, Malaysia, Singapore, South Korea, Macao, Mongolia, Nepal, 
Yemen, Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, Bolivia, Colombia, Ecuador, Venezuela. 
89 For more detail on  the amounts of sector lending contained in this section see Annex 2, table 2.8 
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Table 8 
Financing per sector in Asia and Latin America in 1996-2000 and 2000-2003 
All figures in million EUR 
 Total 

lent 
energy communication water 

management 
industry 
services 

global 
loans 

Latin America 
1996-2000 

1,076 22,2% 29,3% 5,2% 30,6% 12,4%

Latin America 
2000-2003 

1,319 35,4 % 17% 1,5% 31% 15%

Asia 
1996-2000 

550 52,3% 9,2% 31,8% 6,5% -

Asia 
2000-2003 

588 31,2% 22,4% 4,2% 21% 20%

Total ALA 
1996-2000 

1,627 32,3% 22,6% 14,2% 22,4% 8,2%

Total ALA 
2000-2003 

1,907 34% 18,7% 2,3% 28,2% 16,5%

Source: “EIB group in the year 2000- Projects financed and statistics” and “EIB group in the year 2003  – 
Projects financed and statistics” 
 
A recently added category90 on environmental projects, as in the case of ACP, received 9% of the 
overall lending to ALA in 2004. 
 
 
 
3) EIB contribution to EU development policy objectives of poverty eradication and 
sustainable development 
 
This part sets out three possible rationales for approximating how effective EIB operations are in 
furthering the EU’s international development policy objectives. 
 
In recent years some progress has been made in developing common indicators for Poverty and 
Social Impact Assessment (PSIA), particularly in the follow-up to the Monterrey Summit on 
development financing and the Johannesburg Summit on sustainable development - both of 
which were held in 2002. This work in progress, under the World Bank's leadership, is being 
actively followed by both the European Commission and the EIB.  
 
The ultimate goal should be to define a coherent tool box for assessing the impact of EU grant 
aids and of EIB supporting loan operations, but we are still a long way from a common approach 
to the incorporation of PSIA into the various instruments of aid delivery. Providing the groundwork 
on this is mainly the task of the European Commission, with the EIB then to derive guidelines 
from this. However, this must not prevent the EIB from experimenting with approaches tested by 
other multilateral development banks (MDBs), given the specific character of its lending 
operations outside the EU - which are indeed comparable with the operations of other MDBs.  
 
The search for a common set of assessment indicators is facilitated by a robust consensus on the 
global level that poverty eradication must be regarded as the focus and overarching goal of all 
                                                 
90 EIB, Annual Press Conference 2005, Briefing Note N°11, Luxembourg, 3 February 2005. Consequently the whole 
sectoral breakdown in 2004 shows different results: energy 35%; industry 25%; telecoms 13%; global loans-SMEs 11%; 
environment 9%; transport 7%.(see Annex 3) 
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development policies; that the multidimensionality of poverty requires a better interlocking and 
sequencing of sectoral approaches; and that this may be achieved only on the base of common 
criteria - including criteria of impact assessment. 
 
On a policy level, it is the harmonization process between donor agencies on the basis of the 
2003 Declaration of Rome91 (to which the EIB is an observing party) which generates the urgency 
around finding a common approach to PSIA, in a wider frame of indicators for sustainable 
development.92 Such a common approach is a real priority if harmonization is to be more than a 
technical vision of aid effectiveness. 
 
In the absence of agreed assessment criteria, the contribution made by EIB lending to the goals 
of poverty eradication and sustainable development in ACP and ALA countries can only be 
qualified through approximation. In this chapter, we propose three possible approaches for the 
development of proxies, each with a quite distinct rationale. While not adding up to one single 
frame, they all contain elements which require policy decisions falling within the realm of 
competencies of the European Parliament. 
 
 
3.1 Coherence of EIB operations with EU policy implementation 
 
The rationale underlying this trajectory is based on the following assumption: that it is the extent 
of correlation between EIB operations and the implementation of the EU's international 
development policy objectives, which influences the contribution of EIB lending to poverty 
eradication and sustainable development.  
 
The maintenance of a high degree of coherence between EIB operations and EU policy 
implementation is challenged at various levels. At the highest level, it must be emphasised that 
the EIB can only partially be considered an implementing agency of the EU. 
 
The Treaty establishing a Constitution for Europe states categorically that the “European 
Investment Bank shall contribute, under the terms laid down in its Statute,” to “the implementation 
of development cooperation policy, which may relate to multi-annual cooperation programmes 
with developing countries or programmes with a thematic approach” (Part III, Art.317(3) and(1)). 
This goes far beyond the formulation of the Amsterdam Treaty of the European Union.93  
 
While the Treaty establishing a Constitution for Europe suggests that EIB lending operations be 
subordinated under the goals of EU development cooperation policy, it recognizes that under the 
EIB Statute the Bank is a distinct entity in its own legal rights. The EIB has been awarded 
autonomous legal personality by virtue of article 266 EC Treaty; and it is not part of the 
institutions of the EC as laid down in §7 EC Treaty. On the other hand, the EIB is bound by its 
                                                 
91 Rome Declaration on harmonization, Italy, February 25, 2003.The EIB refers to the harmonization process in several 
of its documents. 
92 The EIB affirms that  they are currently experimenting a methodology for measuring development indicators through 
the Cotonou Investment Facilty. Unfortunately, when requested by the author, both the EIB and the Commission 
denied disclosure of this important document. The EIB  states also that it is actively collaborating with other 
international financial institutions in the harmonization process (Communication by the EIB to the European Parliament, 
DG Reseach,  24 February 2005) 
93 Art. 3 & 178 of the Amsterdam Treaty call upon the EU to guarantee coherence of all political measures towards its 
development policy objectives. Art. I-3(4) and III-316(1) of the Treaty establishing a Constitution for Europe enshrines 
the policy coherence principle that works to ensure that all external actions and external aspects of Union policies be 
consistent with the objectives of sustainable development, poverty eradication and environmental protection in 
developing countries. 
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own Statute and by the EC Treaty to serve the purposes of the EC as laid down in § 2 and 3 of 
the EC Treaty. The EIB Statute - an annex to the EC Treaty - does not grant full policy-making 
autonomy. Although supplied with its own decision-making bodies, freedom of decision is limited 
by the clause “within the Community System”. There is, however, no further specification than 
this, creating a space of interpretation to which degree the EIB can be considered an 
implementing agency of the Community.94 It follows that, as long as the institutional status of the 
EIB is not fully clear, also the applicability of Community legislation is subject to ongoing 
interpretation. The most recent ruling on the status of the EIB is an opinion of Advocate General 
Jacobs (Case C-15/00). Jacobs considers the EIB not to be an institution of the European Union. 
This opinion was confirmed by the Commission.95 
 
With regard to the scope of this paper, the problem of coherence between the institutions is 
excerbated by the fact that the EIB does not regard itself a multilateral development bank and 
has no formulated institutional mandate on development outside the European Union.  
 
The EIB can therefore only be called upon to closely follow the development policy objectives 
insofar as this is set out in the different mandates. At present, this is enshrined by the EIB in its 
formulation that the Bank  
 

"underpins Community development aid policies and participates actively in the Union's 
cooperation policies in favour of some 150 non-member countries. In doing so the Bank 
operates within the scope of lending mandates entrusted to it by the Union.”96 

 
The challenge of cohesion for EIB lending operations can be framed more precisely at the next 
level down from EU policy formulation: that of policy implementation. 
 
The lending mandates entrusted to the EIB by the EU, as in the case of the ACP and ALA 
mandates, refer to the regional agreements and respective EU Council decisions. However, the 
mandates’ terms of reference for EIB lending define merely maximum ceilings, timeframes and 
sectors of activity for EIB loan operations. The operational modalities are normally left to the EIB 
(and possibly other financing parties) to agree upon. This can happen through informal 
discussions between the EIB’s lending operation department and the Commission’s desk officers 
and culminate in the signing of a Memorandum of Understanding (MoU) – as has been the case 
for the co-financing in the Middle East and North Africa between the Commission (DG Relex), the 
EIB and the World Bank.  In the case of the ACP and ALA mandates, no such MoUs defining the 
operational modalities of EIB lending operations have been drawn up between the EIB and the 
Commission.97 
 
The EIB therefore enjoys a considerable degree of freedom in the interpretation of the ACP and 
ALA mandates which, as shown in Chapter 1, are actively used by the Bank in guiding its loan 
operations. This freedom is not constrained through the Commission's yearly reporting to Council 

                                                 
94 Roslycky, Lada / Jolanda Spanjaard, The European Investment Bank: A European Institution Subject to EU Policy?, 
Amsterdam, Amsterdam International Law Clinic, December 2001.  
95 European Parliament, DG Research, Institutional Status of the European Investment Bank and applicability of 
Community legislation in EIB activities, 2003 (Draft Working Document, Directorate A: Medium and Long Term 
Research, Division for Economic, Monetary and Budgetary Affairs) 
96 in: http://www.eib.org/site/index.asp?designation=acp 
97 However,  a MoU signed in 2004 between the DG Environment and the EIB set up  some procedures for assuring 
that EIB lending in non-EU countries is comatible with EU environmental policies and objectives. See  Kim Bizzari, The 
League of Gentlemen - An investigative report on the legal and operational relationships tying the European 
Investment Bank to the European Institutions, Friends of the Earth International et.al., Brussels, 2004 
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and Parliament of the EU’s financing activities outside the Union, though such monitoring may be 
complemented by recommendations for future EIB lending. 
 
This operational freedom under the ACP, ALA and other mandates facilitates the demand-driven 
approach to lending employed by the EIB, which ties in with its character as a finance institution. 
While this approach does help to disburse resources quickly, which in itself has a positive impact 
on development, it also carries the risk that project appraisal practices will end up focussing on 
economic, financial and technical aspects.98 This risk is all the more marked in the case of the 
EIB which does not have its own sectoral development strategies, since these would help to 
guide project selection in developing countries according to a set of social development 
standards and goals. 
 
Only in recent years, this risk is being actively addressed, an important example being the 
"Operational Guidelines of the Investment Facility" (IF) in the Cotonou framework.99 The 
Guidelines set out important principles with regard to the development assessment of projects 
financed. They require, for instance, that “a balance will have to be struck between the 
developmental objectives and the requirement for  financial  viability”; and that “developmental 
considerations will be taken into account in the final pricing decision”. In addition to being 
financially viable, operations funded by the IF must be compatible with the three dimensions 
(economic, social and environmental) of the overall Cotonou objective of supporting sustainable 
development in the ACPs. Regarding social aspects, projects are required to “respect labour laws 
and social performance considerations, including health and safety in the workplace, 
discrimination of any sort, forms of child abuse, resettlement issues where appropriate, and 
mitigating measures against transmissible diseases”.  
 
Intermediaries will be required to apply the same policies and procedures concerning social 
viability as applied for direct IF interventions. The Guidelines also set out some procedures with 
regard to the assessment of development impacts. On a selective basis, performance and 
development impacts of projects will be assessed by independent evaluators, under the 
supervision of the EIB’s Evaluation Department.  Evaluation reports will be submitted to the IF 
Committee and, thereafter, made available to the ACP States and the public. In future, IF Annual 
Report will include an overall assessment of the development impact of operations (including 
poverty alleviation). 
 
There is a further reason why the EIB's demand-driven approach to lending must be seen as a 
major challenge to rendering its operations more effective in furthering the EU’s development 
policy objectives, and to the maintenance of a high level of cohesion between the institutions with 
regard to policy implementation. The EU’s common framework for Country Strategy Papers 
(CSPs)100 identifies these as the main planning instrument for aid programming and 
disbursement. Under standard practice, CSPs entail the identification of one or more sectoral 
focus areas chosen from the 18 OECD-DAC sectoral categories (plus a “macroeconomic sector” 
not recognized by OECD-DAC), and set out disbursement ceilings, including for sub-ordinate 
sectors.  
 
                                                 
98 The main criterion used so far by the EIB Operation Evaluation Department to evaluate performance of EIB-financed 
projects has been the Economic Rate of Return. 
99 The IF Operational Guidelines were previously confidential but have been disclosed by the EIB to the author and the 
Parliament on 24 February  2005 
100 European Commission, Guidelines for Implementation of the Common Framework for Country Strategy Papers, 
May 2001; and 18 March 2003: Common Framework for Country Strategy Papers - Council Conclusions 
http://europa.eu.int/comm/external_relations/sp/gac.htm#sp180303   
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A comparison of the sectoral breakdown of EIB project lending to the focal sectors set in the CSP 
programming documents thus is instrumental for a first impression of the degree to which EIB 
activities in developing countries are coherent with EU policy objectives.  
 
Between 1994 and 2004 EIB had lending operations in 75 ACP countries. A comparison to 66 
CSPs available revealed EIB sectoral lending to fit one CSP focal sector in 24 countries (30,4% 
of the sample) and two focal sectors in an additional 6 countries (7,6%).101 In 30 ACP countries 
(38% of the sample), EIB lending did not match any of the focal sectors stipulated in the 
respective CSPs.102  
 
In Asia and Latin America, the EIB conducted lending operations in 8 countries each. While 
sectoral priority areas in most of the ALA CSPs were set in more general terms, coherence of EIB 
sectoral lending was more pronounced as for the ACP. In 5 out of 8 countries in Asia targeted by 
EIB lending operations, these fit to one of the CSP priority sectors, representing one-forth of 
Asian countries within the scope of ALA cooperation. In 7 out of 8 Latin American countries, EIB 
lending was found to fall in line with one CSP priority sector, making up for 41% of Latin 
American countries covered by the ALA regulations. Both in Asia and Latin America the 
percentage of countries that were not targeted by EIB lending operations (60% and 53% 
respectively) was considerably higher than within the ACP group (7,6%).103 (for more details see 
Tables in Annex 4) 
 
Within a large proportion of ACP countries, the EIB's demand-driven approach seems unlikely to 
provide more than a random chance that its lending operations correspond to these sectoral 
priorities. This is particularly the case in sectors in which supply is needed to create the demand 
such as the public social sectors, some of which are highly central from the perspective of 
poverty eradication and sustainable development. In addition, in a sizable number of ALA 
countries EIB did not become involved regardless of clearly identified development needs and 
challenges. 
 
Given the important involvement of the EIB in the EDF, it is not unlikely that the ongoing CSP 
Mid-Term Reviews of ACP countries104, and the setting of new spending ceilings for targets, are 
influenced by the EIB’s demand-driven approach. This would constitute an inverse way of 
enhancing coherence - whereby the EIB, as the “policy-driven” player in implementation of EU 
development cooperation, takes up a driving role. 
 
Conversely, under principles of coherence as formulated in the EU Treaty, the Commission could 
expect a systematic evaluation of EIB lending operations and the identification of constraints for 
targeted EIB lending. This would enable the alignment of sectoral target spending ceilings with 
demand realities or, better, the design of instruments for enhancing demand capacity in the 

                                                 
101 According to author’s analysis of sectoral breakdown of project lending series 1994-2004 taken from EIB annual 
reports (excluding EIB global loans to ACP intermediaries for which no information on sectoral breakdown is publicly 
available). 
102 CSPs first have been drafted following the conclusion of the Cotonou Agreement in June 2000. 
However, in many cases CSPs confirmed existing focal sector concentration under previous EDF 
allocations. 
103 A more detailed investigation involving a project-by-project matching to the CSP framework (however desirable it is) 
is beyond the scope of this study for the reasons given above. 
104 European Commission, Guidelines for 2004 Mid-Term Reviews under the ACP-EC Partnership Agreement – Final 
Draft October 2003 
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sectoral targets which  have been identified as priorities, as mandated also by the Operational 
Guidelines of the Cotonou Investment Facility.105 
 
Unfortunately, the sectoral breakdown of financing provided by the EIB does not correspond with 
the sectors operated by the EU on the basis of the OECD-DAC nomenclature. It is therefore not 
possible to evaluate the actual level of operational coherence. It is also unlikely that the mid-term 
CSR reviews will enable the development of more precise guidelines for EIB sectoral lending in 
the individual countries. 
 
Moreover, in the absence of a more systematic assessment of the effectiveness of EIB 
operations in furthering the EU’s international development policy objectives - either done by the 
Commission or by the EIB itself106 -, and of clear and transparent performance indicators (at least 
on a regional level), it is doubtful that aligning the EIB’s sectoral breakdown with the one used in 
the CSRs would make much difference in the programming of EU development policy 
implementation. 107 
 
 
3.1.1 CSR priorities and EIB lending in Zambia  
 
In the case of Zambia, in addition to macroeconomic support as non-focal sector, transport and 
institutional development/capacity building have been prioritized for EU development cooperation 
for the period 2001-2007.108 The selection was based on complementarity to existing PRSP 
(Poverty Reduction Strategy Papers) priorities regarding private sector development, agriculture, 
mining and tourism, and based on stakeholder discussions. According to its development 
strategy, the Zambian Government “regards the availability of an adequate transport 
infrastructure as a focal point in its poverty reduction strategy”. Under the second focal sector in 
the CSP, the support of the EIB is foreseen for the provision of long-term assistance to promote 
private sector led growth in Zambia particular in the areas of investment, export promotion and 
trade. The CSP encourages the EIB to focus on co-operation with local financial intermediaries 
for SME support through global loans, financing in the power, water and sewage, transport and 
telecommunications sectors and direct funding for not further specified larger projects. EIB 
initiatives in these sectors will be mainly demand-driven. 
 
In the period 1995-2003, the EIB loan portfolio included 14 loan contracts and 142 allocations 
under global loans to four financial intermediaries.109 While 13 loan contracts fell under the 4. 
                                                 
105 The Operational Guidelines of the IF affirm that “each operation financed on IF resources will not be inconsistent 
with the relevant EU country or regional support strategy”, namely the CSPs. 
106 The Commission's “Borrowing and Lending Reports” and its Mid-term review of the mandates referred in the 
paragraphs above do not contain in fact an evaluation of the implementation of EU policy objectives (sectoral or global) 
and of the development impact of EIB operations. EIB's own sectoral or regional evaluations have been very limited 
and not systematic. Regarding ALA countries, just one evaluation was carried out in 2004, covering the period 1993 to 
2002.  The main problem with this evaluation is the absence of detailed and disaggregated data on projects or sectors. 
Regarding ACP, a global evaluation of the lending activities of the EIB is still missing. The only available document is 
an evaluation of a few global loans operations carried out in 4 African countries covering the period 1989 to 1999. 
107 This whole trajectory is based on the mere assumption that the drawing up of CSPs by the Commission is informed 
by  criteria of sustainable development and poverty eradication. Some observers challenge this. However, an account 
of the CSPs validity has not been the scope of this section. For a critique see: Eurostep, The ACP CSP mid-term 
reviews: A credible contribution towards the Millennium Development Goals?, Brussels, December 2003 
108 Zambia – European Union Country Strategy Paper and Indicative Programme for the period 2001-2007. Lusaka, 11 
July 2002. 
109 EIB - Loan Portfolio Zambia since 1995 (see Annex 2); The author’s own analysis show an additional three global 
loans in 1996 to Zambia Venture Capital Fund Ltd. (1,9 mill. Euro), Fund Investment Services Ltd. (100.000 Euro) and 
Zambesi Fund / PROPARCO (1 mill. Euro) for the financing of equity participation in businesses. 
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Lomé convention, one loan contract (the Kansanshi Copper Project) was granted under the 
Cotonou Investment Facility in 2003. Sectoral activities so far included the construction and 
rehabilitation of energy facilities (establishing an oil refinery/pipeline and rehabilitation of 
hydropower facilities), modernization of agricultural processing plants for maize and cotton as 
well as substantial copper mining development. Surprisingly, and given the EIB’s experience in 
other countries, none of the loan contracts so far addressed transport and infrastructure 
development. This situation will need to be rectified in order to fully bring EIB activities in line with 
national development strategies taking into account the presence of other donors in the country.  
 
Global loans for small and medium enterprise development constituted a large proportion of the 
overall portfolio (84,5 million Euro). In the absence of more detailed information on the nature and 
character of SME support under global loan schemes one cannot safely conclude on the impact 
of SME support for the eradication of poverty and creation of sustainable development. In 
addition, since 2000 a large portion of EIB resources has been directed to the extractive 
industries sector (around 63 million Euro), an area requiring particular attention with regard to its 
possible contribution to poverty eradication and sustainable development. 
 
Overall, the screening of EIB financing in Zambia generally supports the coherence of EIB 
activities to the national development strategy as stated in the CSP. Yet identified priorities within 
the transport sector do not seem to be adequately addressed in the EIB’s current loan portfolio. 
Taking into account the EIB’s unique experience in the support for infrastructural development 
elsewhere the Bank is currently missing out on the opportunity to fully adopt the CSP approach to 
poverty eradication and sustainable development in Zambia. In addition, the objective of 
strengthening economic growth by supporting private sector activities in areas of public relevance 
for institutional development and capacity building initiatives is calling for a re-evaluation of the 
demand-driven philosophy of EIB lending in general. 
 
 
 
3.2  EIB lending operations in sectors with relevant impact on poverty eradication 
 
The rationale underlying this trajectory is based on the assumption that various sectors contribute 
differently to the goals of poverty eradication and sustainable development. Given that the vast 
majority of poor people are concentrated in rural areas, it is widely regarded that the improvement 
of rural infrastructures of water and energy supply, transport means and connected services is 
the single most important factor for poverty eradication. Moreover, the Millennium Development 
Goals (MDGs) and other internationally agreed commitments aimed at poverty reduction identify 
the prime importance of improving poor people's access to basic social services such as primary 
education, sanitation and health care. More recently, institutional capacity-building in the area of 
good governance is consensually added to this list of priorities. In its Development Policy 
Statement of 2000, the European Commission has incorporated these priorities, in order to make 
its activities more poverty focussed.110 
 
The creation of income through productive investments has - apart of jobs created at the site - 
mostly an indirect effect on poverty reduction, through the generation of taxable activities, which 

                                                 
110 European Commission, The European Community’s Development Policy, February 2000. The Statement identifies 
six priority areas: 1) the link between trade and development; 2) support for regional integration and cooperation; 3) 
support for macro-economic policies and promotion of equitable access to social services; 4) transport; 5) food security 
and sustainable rural development; and 6) institutional capacity-building, particularly in the area of good governance 
and the rule of law. 
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allows for a redistribution of resources towards rural and social sectors. The extent of this effect, 
however, depends heavily on the capacity of the institutions of the borrowing governments to 
manage this income redistribution. Income creation through productive investment may also have 
a direct impact, if the investments are oriented at increasing the supply of prime necessities such 
as energy and water. Here, however, the impact on poverty eradication depends almost entirely 
on the degree to which supply and demand structures can be matched. 
 
It has already been mentioned that the EIB does publicly not report on its sectoral lending using 
the DAC nomenclature, but makes use of a restricted set of sectoral aggregation - namely 
energy, industry, communications, transport, water management, global loans and the recently 
adopted category “environment”. The aggregated format of this data111 means it is not possible to 
identify what kinds of projects and sub-sectors the Bank includes under the different categories 
used and how these relate to the categories used by the EU and the DAC112. It is consequently 
also impossible to understand whether the sectoral distribution of EIB lending and changes in 
allocations are coherent with what the EIB has been mandated by the EU to achieve, in terms of 
sustainable development and poverty alleviation. 
 
An alternative division of sectors and sub-sectors has been produced for the purposes of this 
study, on the basis of a bottom-up analysis of the yearly series of project data from the last ten 
years (1994-2004). These data have been drawn from the EIB's own annual reports and re-
categorized according to the description of the projects given in the reports.113 It must be noted, 
however, that this exercise covers only about 60 per cent of EIB activities in the ACP and ALA 
regions. This is because no information was available on projects and operations included in the 
category of the Global Loans. Data projections given below are based on total EIB lending, and 
therefore include the Global Loans. 
 
 
3.2.1 Breakdown of relevant sub-sectors in EIB lending to ACP and ALA 
 
ACP 
 
Sub-sector breakdown in ACP countries shows that between 1994 and 2004 extractive industries 
(oil, mining and gas) were the most heavily funded sectors, receiving 16% of the total amount of 
lending to ACP over the last ten years, with particular emphasis on mining projects (which 
received 7% of total lending).114 Most of the projects financed in the extractive sectors were large, 
capital-intensive projects. A series of loans in 2001 for one single oil and pipeline project - the 
regional Chad-Cameroon oil pipeline - totalled 144 million Euro - constituting almost 4% of the 
total lending to ACP in the last ten years. 
 
The electricity sub-sector received 9% of funding, and the hydropower sub-sector 7%. As regards 
the latter, the Bank funded the building, expansion or refurbishing of operations of large dams in 

                                                 
111 As published in EIB Annual Reports and documentation produced by the  EIB Evaluation Department. 
112 An interview with the EIB Operation Evaluation Department indicates that the Bank is using the evaluation criteria 
of the OECD-DAC which is also used in the Evaluation Cooperation Group of the MDBs (ECG) in evaluation of 
projects. However, the Bank does not use the DAC sectoral breakdown, but the NACE classification used in the EU. 
113 It is the view of the author that such bottom-up categorization allows a better understanding of the rationale for 
changes in EIB lending over the last ten years, and helps to evaluate how the Bank has implemented the development 
mandate given by the Council and the EU Commission, and how far it has respected its own commitments on 
sustainability. 
114 Mining operations occurred mainly in Zambia, Mozambique, Mauritania and Uganda. 
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countries like Lesotho (the Lesotho Highland Water Project), Zambia (Kariba dam), Senegal 
(Manantali dam), Ghana (Akosombo) and Tanzania (Khiansi).  
 
In ACP countries, lending related to water supply and infrastructure (i.e. without considering large 
dams) amounted to only 3% of total lending, mainly in Swaziland, Burkina Faso and Senegal. The 
EIB loans in these cases – in contrast to the situation in ALA - carried interest subsidies financed 
from the budgetary resources of Member States.115 
 
Sectors more directly linked to poverty alleviation such as agriculture116 and food processing 
industry received just 3% each of the total EIB lending to ACP in the last ten years. Furthermore, 
food processing industry projects have been mostly export-oriented (i.e. sugar, cocoa). 
 
 
Table 9 
Breakdown of relevant sub-sectors in EIB lending to ACP (1994-2004)117 

Sub-sectors Lending (mio EUR) % of ACP lending 
Extractive Industries 722,5 16%

(mining) 316,6 7%
(Gas) 230,0 5%
(Oil) 

175,9 4%
Electricity 392,2 9%
Hydropower/dams 339,0 7%
Airports 

232,2 5%
Food/industry 117,1 3%
Water supply 130,1 3%
Thermal 57,3 1%
Food/plantation 8,0 0%
Drinking water 6,0 0%
Source: Yearly series of project data drawn from EIB annual reports. Re-categorized by the author 
according to the description of the projects given in the Bank’s annual reports 
 
 
ALA 
 
In ALA a revised sector breakdown118 shows that the energy and industry sectors received more 
than half of all EIB funding over the last ten years, while agriculture ranks at the bottom with a 
mere 2 percent. 
 
 
 

                                                 
115 As regards the ACP Investment Facility, no water projects or interest subsidization have so far been reported. 
However, operations in this sector are due to increase through a commitment of 500 million Euro for the EU-ACP water 
facility. The EIB will co-finance projects granted by this facility. In November 2004, 250 million have already been 
allocated. 
116 All agricultural projects consisted in export  products like sugar, shrimps acquaculture or banana plantations. 
117 Does not include the EIB category “Global Loans” which accounts for the percentage of lending missing to 100% 
118 Drawn for author project list analysis over 1994-2004.“Infrastructure” and “agriculture” are the categories added to 
the EIB categorization by the author . 
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Table 10 
Revised sector breakdown of total EIB lending to ALA (1994-2004) 

Sectors % of total lending 
Energy 32.0%
Industry 23.2%
Telecom 14.3%
Water 8.8%
Global loans 8.3%
Infrastructure 7.8%
Transport 5.6%
Agriculture 2.0%

Source: Yearly series of project data drawn from EIB annual reports. Re-categorized by the author 
according to the description of the projects given in the Bank’s annual reports 
 
 
A sub-sector breakdown (Table 11) shows that the preferred sub-sector for EIB lending in ALA 
was – as in ACP countries- the extractive sector. Gas was preferred, with 22% (equally divided 
between LA and Asia), followed by the car sector (only in LA); water supply/sewage; 
airports/roads infrastructure; electricity; the metal industry; oil; forestry, and hydro (only in Asia). 
 
It should be noted that in Asia, in the energy sector, no electricity network rehabilitation or 
expansion for urban or rural areas received support from the EIB; and that in the transport sector 
no railway project has been financed. Furthermore no agriculture or infrastructure projects were 
financed in Asia. 
 
Analysis by the author of country sectoral and subsectoral distribution in each of the two regions 
showed that countries at the lowest end of the scale for poverty-level-relevant sectors covered by 
EIB spending, only received loans for energy projects in oil, gas or hydropower; and that in the 
smaller countries, global loans were the preferred instruments. Middle income countries not only 
received most of the loans made in the energy or heavy industry sub-sectors (car or transport) - 
(Brazil, Argentina , Indonesia ); they also received the only (albeit small) EIB loans in the water 
supply or agriculture/forestry sub-sectors (Brazil, Argentina and Indonesia). Only very poor Latin 
American countries (e.g. Uruguay and Paraguay) received one loan each for waste water 
treatment and for plantations. In Latin America, infrastructure and agriculture projects have been 
financed with very limited resources. These two sub-sectors include projects for reconstruction 
after Hurricane Mitch, and forestry plantation projects. 
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Table 11 
Breakdown of relevant sub-sectors in ALA (1994-2004) 119 
 Asia Latin America 
% tot 
ALA 

 
Sub-sector 

mio 
EUR 

% of  
Asia 

 % of 
ALA 

mio 
EUR 

% of  
LA 

% of  
ALA  

Energy 
22.2%  gas 403.0 33% 11.2% 397.0 17% 11.0%

4.0% electricity - - - 152.8 7% 4.0%
2.7% oil 98.6 8% 2.7% - - -

Industry 
9.9% car - - - 356.0 15% 9.9%
3.2% metal industry - - - 115.3 5% 3.2%
2.1% infrastructure - - - 75.8 3% 

 
2.1%

Transport 
5.6% airport and 

roads 
132.4 11% 3.6% 72.0 3% 2.0%

Water 
8.2% supply, sani-

tation, sewage  
174.8 14% 4.8% 123.0 5% 3.4%

1.2% hydro 45.0 4% 1.2% - - -
Agriculture 

1,4% forestry 
plantation 

- - - 42.7 2% 1,4%

Source: Yearly series of project data drawn from EIB annual reports. Re-categorized by the author 
according to the description of the projects given in the Bank’s annual reports 
 
 
State or state-run enterprises accounted for 23% of the EIB loans to ALA, and private companies 
for 77%. In Asia the breakdown is quite balanced (40% of loans extended to states or publicly run 
enterprises; 60% to private enterprises). By contrast, in Latin America specifically, the percentage 
of loans awarded to States accounts for only 6%, while more than 90% of loans were extended to  
subsidiaries of EU-based or big trans-national corporations in the oil or gas, electricity and water 
sectors.120 In the water and energy sectors, Public-Private Partnerships were the most preferred 
beneficiaries, especially in Latin America.  
 
In ALA overall, local companies received only 2.5% of the total lending for single projects, while 
multinational groups, mostly from Europe, received 75% of the loans. These data, however, do 
not take into account the extension of credits through financial intermediaries in the realm of the 
Global Loans, which are supposed to benefit mainly smaller local companies and account for a 
percentage in total EIB lending to ALA in the range of 35-45%. The lack of disaggregated data on 
Global Loans makes a more careful analysis of the final beneficiary structure in EIB lending 
impossible. This is all the more unfortunate, given that the strengthening of local economies has 
been identified as having a major impact on poverty eradication.  
 

                                                 
119 Telecoms, global loans, other industry projects (other than metal, car) are excluded from this calculation. 
120 Namely, in the oil and gas sector REPSOL, British Gas, Gas de France, Shell; in the electricity sector ENDESA; in 
the water sector the Suez Group. 
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Conclusions of the sectoral breakdown 
 
Though this breakdown into sub-sectors of EIB lending to ACP and ALA is far from complete and 
should be regarded only an initial approximation, it reveals that the reality embodied in the EIB 
lending portfolio in ACP and ALA developing countries over the last ten years does reflect only 
partly the principle of poverty reduction via sustainable development which forms the main 
objective of the Cotonou Agreement. Neither does it seem to fully reflect the principles contained 
in the cooperation agreements between the EU and the ALA regions. 
 
It appears that the EIB lends mainly according to the principle of economic cooperation; often via 
the subsidiaries of EU enterprises and by supporting the private sector; and mainly in sectors that 
are of economic validity under current global demand structures - such as the gas, minerals and 
car industries. A poverty focus through sectoral priorities can hardly be traced. 

 
Even with regard to the ALA mandate, which is strongly informed by an approach of economic 
cooperation, EIB lending appears not to be in line with the priority areas specified in Council 
Regulation 443/1992 as relevant to the development of the rural sector; the promotion of food 
security, social and human development, and environmental sustainability in the long term.121 
 
While a clear poverty focus of the EIB through sectoral lending priorities might be missing, the 
Bank regards an assessment of the social impacts of its lending as an important means of 
directing its operations and of complying with the social development concerns expressed to 
varying degrees in its external lending mandates.122 
 
In its Social Assessment Statement, the Bank declares that the environmental assessment of 
projects considered for EIB financing includes, in developing countries, “an analysis of any 
significant impacts on income distribution, including recently the likely effect on poverty 
alleviation, as well as selectively attempts to quantify and value  environmental externalities, 
where significant”.123   
 
The Commission’s October 2004 Mid-term review of EIB lending under mandates states in this 
respect that ”environmental concerns and sustainability are being systematically integrated into 
all projects throughout the project cycle based on EU principles and standards, encouraging 
promoters, including those from the European private sector, to apply international good 
practice”.124 
 
However, such affirmations are so far not sustained by evidence. No assessment data is 
available with which to evaluate the development or poverty reduction impacts of EIB-financed 
projects. The EIB Social Assessment paper reports only a very limited listing of projects which 
have undergone a social assessment125, and does not disclose any results. Interviews 
                                                 
121 Council Regulation 443/92/EC of 25th February 1992 on “Financial and technical assistance to, and economic 
cooperation with, the developing countries in Asia and Latin America”, Art. 5 
122 EIB, Sustainable Development and Environment Documents, July 2002. Also: EIB, The Social Assessment of 
Projects in Developing Countries: The Approach of the European Investment Bank, July 2004. 
123 EIB, The Social Assessment of Projects in Developing Countries: The Approach of the European Investment Bank, 
July 2004. Somewhat disturbingly, within this policy paper there is no explicit reference made to the overall Cotonou 
objective of reducing and eventually eradicating poverty in ACP countries. 
124 COM(2003)603 final 2003/0232 (CNS), Report from the Commission to the European Parliament and the Council, 
Mid-term review of EIB external lending mandate pursuant to Council Decision 2000/24/EC, 13.10.2003 
125 From EIB Social Assessment Statement 2004: Veracel Pulp and Paper Mill (Brazil): job creation; influx of migrant 
workers; community  services; rights of indigenous people. Sasol Gas Pipeline (Mozambique): Resettlement. Chad-
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undertaken with EIB environmental and social staff did not help to identify the actual contents of 
the social assessment in any of the Bank-sponsored projects in ACP and ALA. Documentation 
regarding environmental impact assessments, social assessments, poverty reduction 
assessments, or other instruments identified in the Bank's “Social Statement” was not disclosed 
to the author for individual case studies.  
 
 
3.2.2 The dimension of environmental sustainability in EIB lending 
 
The environmental dimension of poverty eradication has various dimensions, as recognized in the 
final declaration of the Johannesburg World Summit on Sustainable Development in 2002 and 
screened into some of the Millennium Development Goals.  Three aspects pertinent to this study 
are the financing of projects specifically designed to alleviate environmental problems, water 
projects, and projects financed in the realm of the promotion of renewable energy technology and 
the maximisation of benefits for the environment. 
 
 
EIB environmental projects in the ACP and ALA regions 
 
In its publications, the EIB applies a relatively broad definition of the term “environment”126 and an 
high degree of flexibility in including some of the projects financed under this category. Only over 
the last three years has the Bank identified which were actually the projects financed in ACP and 
ALA falling in this category127, under the rationale that they met the environmental objectives of 
the EU or contributed to the achievement of the Millennium Development Goals.  
 
As regards the ACP and ALA countries, the EIB lists 10 projects under this definition, of which 9 
projects are in ACP and one in Latin America. All of them are either in the water supply, 
wastewater and sewerage treatment sub-sectors (thus falling under the definition of “health and 
environment”), or in the forestry/plantation sub-sector. The EIB additionally hints at some projects 
to rehabilitate industry in a way which will help to reduce greenhouse gas emissions.  
 
The Commission considers the same projects (including the example of planting forests for 
producing pulpwood in Brazil in 2001 – Veracel Forestry Project) as examples of “sustainable 
development”.128  

                                                                                                                                                                
Cameroon Pipeline: influx of migrant workers; rights of indigenous people;  resettlement; distribution of benefits to local 
communities. 
126 EIB, “Environmental Statement 2002”and “Environmental Statement 2004”. Environmental projects are defined 
through four categories: 
- the natural environment and nature protection, such as municipal and hazardous waste management and “eco-
efficiency” in industrial processes and products (to conserve resources and minimize the generation of waste); 
- Human health and the environment, such as air pollution abatement and mitigation, the provision of safe drinking 
water and waste-water treatment;  
-The urban environment, including urban renewal, urban transport and enhancement of the architectural and cultural 
heritage;  
- the environment on a regional and global scale, including climate change-related issues and support for various 
regional sea and river basin environmental programmes. 
127 EIB, 2001 –2002 Environmental report; and: EIB, 2003 Environmental report. Listed projects are: Botswana 
Francistown Water Supply; Swaziland SEB III Maguga Hydropower; Tanzania Dar Es Salaam Water Supply and 
Sanitation; Burkina  AEP Ouagadougou  Faso Water Infrastructure; Jamaica Port Antonio Water &  Wastewater 
Treatment; Mauritius Plaines Wilhems Sewerage System&Treatment; CWA Improvement of Water Supply; Senegal 
Water Supply to Dakar II; Central & Latin America: Brazil Veracel Forestry (carbon sequestration). 
128 COM(2003)603 final 2003/0232 (CNS), Report from the Commission to the European Parliament and the Council, 
Mid-term review of EIB external lending mandate pursuant to Council Decision 2000/24/EC, 13.10.2003 
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It is beyond the scope of this report to get into details of whether plantations should be 
considered real carbon sequestration and therefore "sustainable development" projects, or if 
water projects really achieve their supposed health impacts (noting that many water projects have 
shown different outcomes depending, for instance, on whether they are situated in rural or urban 
areas, or conducted by private or public sponsors). We will therefore limit discussion of this point 
to the rationale of allocation, as based on the EIB's own commitments to the spirit of the 
mandates.  
 
In this regard, it must be recalled that between 1994 and 2004, EIB water sector projects 
accounted for only 3% of the ACP and 8% of the ALA lending. In comparison, our analysis of 
sectoral lending and sub-sectoral lending shows that projects in the field of the extractive 
industries (like the Bolivia Brazil gas pipeline, the Chad –Cameroon or the Pakistan oil pipeline129, 
and the mining projects in Zambia), which have potentially highly detrimental effects on the 
environment and on biodiversity, amount to 25% of ALA and 16% of ACP lending.130 Transport 
projects in highly polluting sectors such as aviation (airports) or road construction comprised 10% 
of lending in both regions, with the car sector constituting the same proportion of lending. 
 
The mainstreaming of environmental aspects of sustainable development thus seems not to take 
high priority in EIB lending practices. Though the EIB states that “it finances projects that 
maximise the benefits for the environment”, no project was found - out of more than a thousand 
projects funded in the two regions over the last ten years - which explicitly set out to promote the 
natural environment as a priority. 
 
Water projects 
 
In its Environmental Statement the EIB affirms that it supports the EU initiatives in the water and 
energy sectors that were launched at the World Summit on Sustainable Development in 
December 2002, in recognition of the Millennium Development Goals131.  
 
In ALA, the Bank has approved financing for 8 projects in the water sector (water supply and 
sanitation, sewage systems) between 1994 and 2004, up to a total of 295 million Euro. In ACP 
over the same period, 11 projects totalling 135 million Euro have been approved.  
 
All approved projects in ALA countries are in the form of Public-Private Partnerships (PPP) - 
either concessions or BOT schemes (Build, Operate, Transfer) - with the Bank lending to private 
promoters. All the projects have, to varying degrees, significant problems in terms of efficacy in 
meeting the original objectives, and/or sustainability132. In the case of PPPs, issues relating to the 

                                                 
129 In Pakistan, the EIB provided a USD 50 million loan (EUR 44 million) to Pak Arab Refinery Limited (PARCO), for the 
construction of a pipeline to transport refined petroleum from Karachi to Mahmood Kot (KMK), near to Multan in Central 
Pakistan.The Islamic Republic of Pakistan guarantees the loan, which is also backed by the European Union budgetary 
guarantee. 
130 It is worth recalling at least in a note that the  “Extractive Industry Report” published by the World Bank in 2004 
found that 20 years of lending by the International Finance Corporation (IFC) to the extractive industry sector has 
produced no significant outcomes in terms of social development in the fossil-rich developing countries. In May 2004. 
the European Parliament adopted a Resolution on the Extractive Industry Report which calls upon the EIB to respect 
the reports findings. Following this Resolution the EIB issued the note: “ The Extractive Industries Review (EIR) –the 
position of the European Investment Bank 2004”  which unfortunately does not follow up on the Parliament's 
recommendations. 
131 EIB, Environmental Statement 2002 
132 Commonly, problems recognised also by the EIB in its 2004 ALA evaluation relate to macro-economic impacts, tariff 
increases and their non implementation (foreseen in the concession contracts); impossibility for the poor to pay for 
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regulatory framework explained both the generally lower financial profitability for the Bank clients, 
and the more modest improvements in safe water supply for the poor.  It should be noted that in 
order to overcome financial risks faced by the Bank in terms of the potential failure of water and 
energy PPP projects, in the mid-term review of 2003 the Commission proposed to extend the 
political risk cover to Breach of Contract in combination with Denial of Justice.133 The Council 
regulated accordingly at the beginning of January 2005.  
 
Promotion of renewable energy technology 
 
On the occasion of the Johannesburg Summit 2002, the EIB stated that EU climate change 
concerns are being integrated in the fields of (1) energy, through an emphasis on the rational use 
of energy and the promotion of renewable energy; (2) transport, with policy measures to promote 
“sustainable mobility”; and  (3) industry, with measures to promote “eco-efficiency”, including 
energy saving. 
 
It is an EIB environmental objective, established at the beginning of 2002 and included in the 
Corporate Operational Plan for 2004-2006, to double the share of renewable energy projects from 
7% to 15% in overall EIB energy sector financing over the 5 years 2002-2007.134 This is in fact in 
line with the EU targets to increase the share of renewables.  

It is important to note that this objective will take into account lending both inside and outside the 
EU and will be measured as a proportion of the Bank’s lending in the energy sector as a whole, 
using its lending in the period 1997-2001 as a base.135 
 
The EIB states that between 1993 and 2003 it has provided more than 2.6 billion Euro in 
individual loans (76% in the EU-15 and 24% outside of the EU) for 54 major projects (30 in the 
EU and 24 outside) in the renewable energy sector. Examples include only two projects in ACP 
countries : the rehabilitation of the generating equipment at the Victoria Falls hydroelectric power 
plant on the Zambian bank of the Zambezi River136, and the construction of a new geothermal 
power station with associated electricity transmission lines and sub-stations in Nairobi (Kenya).137 
 
So far, ACP and ALA countries do not figure among the priority areas for outside EU lending for 
renewables of the EIB. However, in the last two years, two projects promoting renewables have 
been signed in ACP - though none in ALA.  
 
Whether the EIB may substantially increase its proportional lending for renewables in the ACP 
and ALA regions depends on whether the hydropower sector, which is considered by the EIB as 
a renewable, is indeed included in the definition. Because of the negative social impact of large 
dams (as recognized by the authoritative 2000 World Commission on Dams Report), this sector is 

                                                                                                                                                                
basic water services; inappropriate incentive structures; and often lack of public sector capacity to complement 
investments. 
133 To cover cases involving breach of certain contracts (e.g. concession or off-take agreements) by the host  
government (or other public authorities) and a subsequent failure to enforce an arbitration award against the  relevant 
public authority. 
134 UNCCP, COP 9, Milan 11 December 2003, European Commission (DG ENV) – EIB, Informal High-Level Lunch, 
Summary of Address by EIB President Philippe Maystadt 
135 EIB, EIB and Renewables, July 2002 
136 An on-going assessment carried out by a consultant hired by the author shows, however, that PCB contaminated 
oils and equipment replaced through EIB funding will be disposed at the initiative of the project promoter (ZESCO) and 
the disposal –currently within Zambia- is not monitored by the EIB. Currently there is no plan for their final destination. 
137 EIB, European Investment Bank and Renewable Energy, 2004 
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excluded in the Commission's “Linking Directive”138, in the context of implementation of the Kyoto 
Protocol into European law. The EIB's leaning to include hydropower derived from large dams in 
the category of renewables in ACP and ALA countries is in contradiction of this new ruling. 
 
 
 
3.3 Evidence from projects and specific country studies 
 
The rationale underlying this trajectory is based on the assumption that the lack of a systematic 
evaluation of the impact of EIB lending on sustainable development and poverty eradication in 
the ACP and ALA regions can be mitigated to an extent through the show of empirical evidence 
from case studies. Case studies provide evidence of practices on the ground that can be used to 
highlight systemic shortcomings and to flag dimensions that should be taken into account in 
pursuit of systematic evaluations. They cannot be considered, though, to provide data from which 
an extrapolation to practices in other cases can be drawn.  
 
In this sense, the author of the study opted to employ a consultant in Zambia, for the ACP region, 
and a consultant in Mexico, for the ALA region. 139 
 
Due to the short timescale of this study, an abstract of the reports of the case studies can be 
supplied only at the final date of study submission, at the end of March 2005. The case study will 
serve the two purposes of: 1) evaluating the correspondence of EIB country lending with EU 
lending priorities in the two countries, and 2) evaluating individual projects'140 outcomes in terms 
of poverty alleviation, sustainable development and promotion of social welfare. Relevant findings 
will also include an evaluation of project process and performance compliance with new EIB 
guidelines on social assessment. 
 
 
 
4) Recommendations 
 
In the context of the study's eventual focus on the coherence between EIB lending operations 
and the development and economic cooperation policy of the European Union, a number of 
suggestions have been made as to ways in which this coherence could be enhanced. This final 
chapter will elaborate on these in the form of specific recommendation to the different European 
institutional actors. The specific legal framework in which the EIB operates suggests that rather 
than trying to align the efficiency of EIB operations with best practice of other multilateral 
development banks, increased efficiency should be sought primarily within the given legal 
framework. However, this does not exclude the need to carefully monitor how the EIB is 
participating in the harmonization of donor practices under the auspices of the OECD-DAC.  
 
It should also be mentioned at this point that it was not within the scope of the study to assess the 
poverty impact of EU development policy. The recommendations do not cover how EU 
development policy could be made more efficient in the achievement of poverty eradication and 
the Millennium Development Goals. 
                                                 
138 European Commission ·Linking Directive” to the European Emission Trading Scheme , 2004. 
139 These countries were chosen for their importance as borrowers and for their representativness with regard to 
sectoral lending (Zambia is ranked first for mining and hydro loans in ACP; Mexico is ranked first for recent lending into 
energy projects in power, gas and car industry in ALA region). 
140 Projects under review in Zambia include two mining projects loans, two hydropower/large dams and one global 
loan. Projects under review in Mexico include one car project, one gas project and one electricity project. 
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a) Strengthening the role of the EIB in EU development policy 
 

- On the request of the Council, the EIB should engage in the formulation of a development 
mandate for lending outside the European Union, to be incorporated into the EIB Statutes. 
The mandate should contain a clear reference that the Bank's lending operations should 
foster EU development and economic cooperation policies, in the wider framework of 
internationally agreed development goals of poverty eradication and sustainable 
development; and that its operations should be carried out in close cooperation with the 
Community institutions and programmes. 

 
- The Commission and the Management Committee of the EIB should engage in the 

formulation of a binding framework protocol specifying the means of inter-institutional 
coordination, reporting obligations, cooperation assessment and monitoring devices. A 
lean mechanism - such as the informal “Joint Working Group” (JWG) of high level 
representatives of the EIB and the Commission - should monitor the implementation of the 
framework protocol. A representative of the European Parliament should participate in the 
JWG. 

 
- The Commission's yearly report to Council and Parliament should not only report on the 

programmes carried out by the EIB, but focus on the "fulfilment of the Community's 
relevant external policy objectives" - as mandated by the Council - and specifically on 
assessing their impact on poverty eradication and sustainable development. In order to 
make reporting efficient, the Commission should engage with the EIB in the development 
of assessment procedures. 

 
- The EIB should employ additional staff in its evaluation departments in order to 

mainstream the best practices of other multilateral development banks into project pre- 
and post-appraisal procedures, and to establish internationally recognized performance 
indicators which take full account of the importance of poverty and social impact 
indicators. 

 
- The EIB should, under the auspices of the OECD-DAC, participate actively in the ongoing 

process of harmonization of donor practices, and improve EIB reporting according to 
internationally recognized standards. 

 
- Upcoming intergovernmental conferences for the development of the Treaty of the 

European Union should seek to further specify the legal provisions regarding 
responsibilities of the EIB towards the Community.  

 
 
b) Improving coherence between EIB lending and implementation of EU development policy at 
country level 
 

- The development impact of EIB lending should be increased by support for a shift from 
the present demand-driven system of lending in developing countries to a lending scheme 
based on clearly defined sector strategies which have been determined according to 
social development standards and goals, as employed by other multilateral development 
banks. This entails an opening of EIB project appraisal practices to include - alongside 
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economic, financial and technical aspects – an assessment of collateral development 
needs at country level. This is necessary to ensure maximisation of positive development 
outcomes from a national perspective.  

- All assessments at the project level should take into utmost consideration the 
development context of interventions at country level, according to priorities set out in the 
Country Strategy Papers, the National Indicative Programs, and other planning papers of 
the Commission. Cooperation between the EIB and the country offices of the European 
Commission should be strengthened in this respect. 

- The EIB should intensify discussions with the Commission at both regional and country 
levels on how to strengthen the demand for, and realization of, economically valid 
financing proposals in social sectors that have been identified as priorities in Country 
Strategy Papers. The EIB should actively contribute to CSP Mid-term Review processes, 
with regard to the identification and mitigation of demand and supply side constraints of 
financing in the social sectors.  

- The EIB should assess the financing of SMEs through Global Loans to intermediary 
banks, and develop criteria to ensure that the final beneficiaries of Global Loans are 
concentrated in the priority sectors for country development as identified in CSPs, 
especially with regard to social sectors. Criteria for lending through Global Loans should 
also make sure that favourable interest rates are passed on to the final beneficiaries. 

- The EIB should require intermediary banks to provide disaggregated data on the spending 
of Global Loans, and make these data available to national regulating authorities and, on 
request, to the Commission and the European Parliament. 

- In all CSP review processes, the Commission should evaluate the role of the EIB in 
advancing identified country development priorities and make suggestions as to how to 
improve EIB lending opportunities in priority sectors. In particular, the Commission should 
set out for the EIB criteria for the allocation of funds to public versus private sponsors. 

- The EIB should strengthen institutional memory-building in order to improve knowledge 
management, inter alia, by stringent project documentation, exchange of staff in different 
country divisions, and the hosting of Commission staff. 

 
 
c) Improving EIB lending practices in ACP countries 
 

- The Commission should carry out an assessment of the effectiveness of EIB financing 
instruments under the Cotonou Agreement, including the new Investment Facility, in 
furthering the EU’s development policy objectives, in particular with regard to the 
objectives set out in Art.1 of the Agreement, the promotion of an integrated approach to 
poverty reduction, and the observance of principles of sustainable management of natural 
resources and the environment. 

 
- Instead of avoiding the use of the instrument of interest subsidies, the EIB should strive to 

develop criteria for how interest subsidies can be used for financing under the Cotonou 
Investment Facility (IF), and foster coherence with lending practices of other international 
financing institutions. 
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- The EIB should revise the list of priority sectors eligible under the new IF in order to make 
loans available for technical assistance and for projects in the realm of the health, 
education and agriculture sectors, as mandated in the Cotonou Agreement. 

 
- In view of the considerable volume of Community budget funds administered by the EIB 

through the IF, the Council should increase the role of the Member States and the 
Commission in its Steering Committee, by granting them the role to pre-appraise projects 
before the EIB Board gives its approval. 

 
- As mandated by the Operational Guidelines of the IF, the Annual Reports of the IF should 

include an assessment of the development impact of IF operations. The evaluation of 
operations should take into account all social aspects, by which projects - and also the 
intermediary banks - should abide according to the IF guidelines. Evaluation reports 
should be submitted to the IF Steering Committee and, thereafter, made available to ACO 
Governments and the public in their integral format. 

 
- The EIB should foster equitable balance in lending to the different regions (Africa, Pacific, 

Caribbean), taking into account countries' needs in order to achieve the Millennium 
Development Goals. 

 
 
 
d) Improving EIB lending practices in ALA countries 
 

-    The Commission should conduct an evaluation of EIB lending priorities in the ALA regions 
from the perspective of asking whether they are coherent with the requirements in 
Regulation 443/1992/EC regarding the prioritization of economically weaker countries and 
the support of human development, food security and environmental mainstreaming.  

 
-   The EIB should give more attention to countries in the ALA regions which are under stress, 

and increase funding for sustainable development and poverty alleviation projects in these 
countries, in order to maximize the benefits offered by the provision of a political risk 
guarantee from the Commission and to foster the achievement of the Millennium 
Development Goals particularly in the countries most in need. 

 
-   The EIB should start to offer local currency loans in ALA and, to this end, make proposals 

for a reform of the Loan Guarantee Fund in order to allow for such loans in defined 
circumstances. 

 
-   The Council should provide a more precise definition of the criterion of “mutual interest”, 

taking into account that Regulation 443/1992/EC mentions human development and the 
achievement of social and environmental objectives as areas of “mutual interest” 
alongside economic objectives. 

 
-    In line with the Summit Resolutions of Madrid (1995) and Copenhagen (2002), the Council 

should mandate the EIB to increase its development cooperation in ALA regions, by 
increasing the ceiling set for guarantees on EIB lending operations. It should also enable 
an increase of EIB lending to the countries suffering the effects of the Tsumani of 
December 2004, by granting the use of interest rate subsidies from budgetary means for 
disaster relief and reconstruction projects.  
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-   The Council should extend the provisions contained in its Regulations 115/1993/EC, 
756/1997/EC and 443/1992/EC, in order to make all EIB projects which have been 
supplied with a Community guarantee, the subject of a positive opinion ex-ante by a 
Committee of the Member States. 

         
-    In order to integrate the above suggestions, the Council should draw up a new regulation 

for EIB lending in the ALA regions, which contain a more specific mandate with regard to 
development and economic cooperation. It should take fully into account the poverty 
eradication and sustainable development objectives of the UN's Millennium Development 
Goals and the EU's Barcelona Commitments.  

 
 
e) Public access to information 
 

- The EIB should increase transparency of its operations by making publicly available, on 
request, all information on projects financed or approved which is not directly linked to 
confidentiality concerns . In line with the practice of other multilateral development banks, 
confidentiality should be clearly defined, and confined to financial information, information 
about the financial validity of the borrower, and aspects of competition.  

 
- The EIB should make publicly available, with due respect to national regulatory 

requirements and on request, all information on Global Loans financed or approved, and 
provide for a breakdown of final beneficiaries.  

 
- The EIB should regularly publish all evaluation reports by the Operation Evaluation Unit. 

 
- Documents of the EIB received by the Commission should be screened by the latter, as to 

whether they can be regarded as publicly available under rules of disclosure policy 
adopted by the Commission. 

 
- The EIB and the Commission should disclose, as soon as possible, the new 

"Development Impact Assessment Guidelines" for the Investment Facility. The guidelines 
should undergo a period of public consultation. 
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Annex 2: Statistical documentation 
 
 
Table 2.1:  Partner countries between 1996 and 2000 
 
 2000 �1996-2000 
 Total  Of which 

budgetary  
resources141

Total of which 
budgetary 
resources 

Euro-Mediterranean  
Partner Countries 

1214 21 4595 198 

ACP /OCT 401 215 1760.2 750.6 
South Africa 140 - 680 - 
Asia and 
Latin America 

532 - 1627 - 

Balkans 154 - 318 - 

Total 2441 236 8980.2 (948) 

Source: “EIB group in the year 2000- Projects financed and statistics 
 
Table 2.2: Partner Countries in 2004 and between 2000 and 2004 
 

 2004 2000-2004 
 Total Of which 

budgetary  
resources 142 

Total of which 
budgetary  
resources143

 
Euro-Mediterranean  
Partner Countries 

2190 (14) 8484 
 
 

(91) 

ACP /OCT 440 (378) 2133 (1391) 
South Africa  100  700  
Asia and 
Latin America 

233  1821  

South-eastern 
European countries 

580  4066  

Russia   25  
Total 3543 (392) 17230 (1482) 
Source: EIB project financed in 2004 – briefing released at 2th February 2005 EIB annual press 
conference. 

                                                 
141 Includes EDF funds managed by the EIB for risk-capital operations and interest subsidies 
142 Includes EDF resources administered by the EIB under the Investment Facility  
143 Includes EDF former risk-capital operations and interest subsidies financed by the EU using EDF 
budget, plus recent operation of the Investmnet facility. 
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Table 2.3: Lending to ACP countries between 1994 and 2004 
 

Countries N.of Projects  Amount % of ACP 
Mozambique 25 317,1 7% 

Kenya 16 218,9 4,8% 
Zambia 18 196,2 4,3% 
Namibia 11 170,7 3,8% 
Mauritius 14 164,2 3,6% 

Dominican Republic 16 161,9 3,6% 
Jamaica 11   151,0 3,3% 
Uganda 17 147,0 3,2% 

Tanzania 9 147,1 3,2% 
Senegal 14 145,0 3,2% 
Ethiopia 7 145,0 3,2% 

Mauritania 17 112,2 2,5% 
Cameroon 12 99,9 2,2% 

From author analysis of project lending annual series 1994 – 2004 
 
 
 
 
 
Table 2.4: Financing provided in the ACP States from 1996 to 2000 - breakdown by 
sectors 

 
 Total own budget1 Energy Communi-

cations 
Water  
managm. 

Industry
services

Global  
Loans 

Africa 1266.6 649.9 616.7 336.6 183.2 82.3 298.1 366.4 
Caribbea 362.5 281.5 81.0 154.0 95.0 16.0 8.5 89.0 
Pacific 19.7 3.7 16.0 - 8.7 - 2.3 8.7 
group 71.1 50.0 21.1 - - - - 71.1 
Total 
ACP 

1719.7 985.1 734.6 490.6 286.9 98.3 308.8 535.1 

 Source:  “EIB group in the year 2000- Projects financed and statistics” 
 
 
 
 
 
 

                                                 
144 Includes EDF funds managed by the EIB for risk-capital operations and interest subsidies 
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 Table 2.5: Financing provided in the ACP States from 1999 to 2003  
– breakdown by sectors 

 
 Total own budget4 Energy Communi-

cations 
Water  
managm.

Industry 
services

Global  
Loans 

Africa 1622.7 648.0 947.7 439.1 235.3 182.3 290.6 475.4 
Caribbea 314.6 160.0 154.6 39.0 57.0 31.0 9.1 178.5 
Pacific 14.0 - 14.0 - 5.0 - - 7.0 
group 58.0 50.0 8.0 - - - 8.0 50.0 
Total 
ACP  

2009.2 858.0 1151.2 478.1 297.3 213.3 307.7 712.9 

Source:  “EIB group -  project financed in 2003 and statistics” 
 
 
 
 
Table 2.6: Lending to Asian countries on  % of total ALA lending (1994-2004) 
 
Countries  Amount N.of projects % of the overall  

lending for ALA 
Philippines: 353,6 8 9,8% 
Indonesia: 293,6 6 8,2% 
Thailand: 160,4 4 4,4% 
China: 135,8 3 3,7% 
Pakistan 134,6 4 3,7% 
Vietnam 55 1 1,5% 
India 50 1 1,4% 
Bangladesh 36 1 1% 
Sri Lanka 30 1 0,8% 
Tot ASIA 1229,2 29 34,5% 
From author analysis of project lending annual series 1994 - 2004 
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Table 2.7: Lending to  Latin American countries in  % of total ALA lending (1994-2004) 
 
Country  Amount in EUR m. N. of projects % of ALA  

Brazil 1039,2 22 30% 
Argentina  468,7 11 13% 
Mexico 210 5 6% 
Panama 145 3 4% 
Dominican 
Rep. 

115 14 3,2% 

Central America 106 3 4% 
Peru 77 2 2,1% 
Chile  75 1 2% 
Caribbean regional 42 4 1,1% 
Andean pact 40 1 1% 
Guyana 20,5 2 0,5% 
Paraguay 17 1 0,4% 
Uruguay 10 1 0,2% 
TOT America Latina 2.360,2 70 65,5% 
From author analysis of project lending annual series 1994-2004 
 
 
 
Table 2.8: Financing per sector in Asia and Latin America in 1996-2000 and 2000-
2003 
All figures in million EUR 
 total energy communication water 

management 
industry 
services 

global 
loans 

Latin America 
1996-2000 

1,076 239 316 57 330 134

Latin America 
2000-2003 

1,319 467 225 20 409 198

Asia 
1996-2000 

550 288 51 175 36 -

Asia 
2000-2003 

588 184 132 25 129 118

total  
1996-2000 

1,627 527 368 232 366 134

total 
2000-2003 

1,907 650 358 45 538 316

Source: “EIB group in the year 2000- Projects financed and statistics” and “EIB group  the year 2003  –  
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Table 2.9 
 
Lending by sector ACP  (2000-2004) ACP  2004 OCT  (2000-2004) 
Energy 432 56 2 
 
Transport & Telecom

273  14 - 

Environment 190  - - 
Industry, Services 539 224 - 
SMEs (Global loans 689  146 8 
Total 2123 440 10 

 
Source: Annual Press Conference 2005 Briefing Note N°10 Luxembourg,  
3 February 2005;  ACP/ Cotonou Agreement 

 
 
 
Table 2.10: Sectoral Breakdown for ALA in year 2004 

 
Energy   35%      
Industry  25%     
Telecoms 13%      
Global loans-SMEs 11%   
Environment 9% 
Transport 7%  
    
Source: Annual Press Conference 2005 Briefing Note N°11 Luxembourg,  
3 February 2005      ; Asia and Latin America (ALA 
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Annex 3: Author statistics and breakdowns 
 
 
 
Table 3.1: Asian Countries between 1994 and 2004 - breakdown by sectors, sub-
sector, and number of projects  
 
 
 Energy Industry Transport Water Telecom Glob 

Loans
Infra
str. 

Agro Subsectors 

Bangladesh  
 

36 
 

 
 

 
 

    1Ce 

China 55  56 24,8     1O-1DW 
1R 

India      50    
Indonesia 116   100 49,6 28   2G- 2WS 
Pakistan 134,6        2H- 1G-1O
Philippines 72 116 

 
50 50  65,6   1G-1ce-2 A

1WS 
Sri Lanka      30    
Thailand 134  26,4  

 
    3G- 1A 

Vietnam 55   
 

     1G 

TOT  566,6 152 132,4 174,8 49,6 173,6    
% of ALA 
 

15,7 4,2 3,6 4,8 1,3 4,7    

 source:  author analysis of project lending annual series 1994-2004 
 
Ce= cement ; O= Oil/Oil and gas; H= hydro; A= Airport; G=gas; WS= water supply; 
WW=wastewater; WI= Waste Industry; T= thermal; E=electricity; C= car; Gl= glass; 
R=Road; F= forestry; S= steel industry 
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Table 3.2: Latin American countries between 1994 and 2004: breakdown by sector, 
sub-sector and number of projects  
 
 ENERGY INDUSTRY TRANS WATER TELECOM GL INF AGR Subsector 

Brazil 224,9 477,8   171,2 132,7  32,7 4 C-1F-1S 
3G-2E-1F 

Argentina  232 
 

69,7 
 

45 
 

127,2 
 

    4 G 
2 WS 
1 C 
1R 
1WW 
1 WI 

Mexico 74,3 
 

135,9 
 

      2G-1 C 

Panama     104,2  40,8   
Dominican 
Rep. 

19 
. 

    96   1 T -1E 

Central  
America 

35 
. 

     35 30 1E 

Peru   27 
 

 50    1 R 

Chile     75     
Caribbean 
 regional 

     42    

Andean  
Pact 

     40    

Guyana 20     0,5    
Paraguay    17 

 
    1 WW 

Uruguay        10 1 F 
TOT 605,2 683,4 72 144,2 467,4 132,7 275,3 72,7  
 
% of ALA 

16,8 19 2 4 13 3,6 7,6 2  

Source:  author analysis of project lending annual series 1994-2004 
 
TRANS: Transport; TELECOM= telecommunications GL= global loan  
INF= Infrastructure AGR= Agriculture  
G=gas; WS= water supply; WW=wastewater; WI= waste Industry;  
T= thermal; E=electricity; C= car; R=road; F= forestry; S= steel industry 
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Annex 4: EIB lending and Country Strategy Paper priorities 
 
Table 4.1: EIB lending and ACP Country Strategy Paper priorities 
 

  EIB lending fits no 
CSP focal sector 

EIB lending fits 1 
CSP focal sector 

EIB lending 
fits 2 CSP 

focal sectors 

No detailed data 
on EIB lending 

No EIB 
lending 

no CSP 
available 

Total 30 24 6 6 6 7 

Percenta
ge 

38,0 30,4 7,6 7,6 7,6 8,9 

 
Countries       

1 Barbados Antigua & Barbados Guinea 
Conakry 

Angola Cook Islands Cuba 

2 Botswana Bahamas Jamaica Burundi Marshall 
Islands 

East Timor

3 Cape Verde Belize Kenya Congo (Kinshasa) Micronesia Haiti 
4 Central African  Rep Benin Madagascar Fiji Niue Liberia 
5 Comoros Burkina Faso South Africa Ivory Coast Palau Nauru 
6 Dominica Cameroon Uganda Mozambique Somalia Togo 
7 Dominican Republic Chad       Zimbabwe
8 Equatorial Guinea Congo (Brazzaville)         
9 Gambia Djibouti         

10 Guyana Eritrea         
11 Kiribati Ethiopia         
12 Malawi Gabon         
13 Mali Ghana         
14 Mauritania Grenada         
15 Mauritius Guinea Bissau         
16 Namibia Lesotho         
17 Niger Nigeria         
18 Samoa Papua New Guinea        
19 Sao Tome & Prin. Rwanda         
20 Seychelles Senegal         
21 Solomon Islands Sierra Leone         
22 St. Lucia Tanzania         
23 St. Kitts & Newis Tuvalu         
24 St. Vincent & Gren.  Zambia         
25 Sudan           
26 Suriname           
27 Swaziland           
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  EIB lending fits no 
CSP focal sector 

EIB lending fits 1 
CSP focal sector 

EIB lending 
fits 2 CSP 

focal sectors 

No detailed data 
on EIB lending 

No EIB 
lending 

no CSP 
available 

28 Tonga           
29 Trinidad & Tobago           
30 Vanuatu           

 

Note: No detailed information on the sectoral breakdown of global loans 
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Table 4.2: EIB lending and Latin America Country Strategy Paper priorities 
 

  EIB 
lending 
fits no 
CSP 
focal 

sector 

EIB 
lending 

fits 1 
CSP 
focal 

sector 

EIB 
lending 

fits 2 
CSP 
focal 

sectors 

No 
detailed 
data on 

EIB 
lending 

No EIB 
lending 

no CSP 
available

Total 3 5 0 0 12 0 
Percentage 15,0 25,0 0,0 0,0 60,0 0,0 

   
Countries             

1 India Bangladesh     Afghanistan   
2 China Indonesia     Burma   
3 Pakistan Philippines     Bhutan   
4   Thailand     Cambodia   
5   Vietnam     Lao PRP   
6         Malaysia   
7         Maldives   
8         Mongolia   
9         Nepal   
10         Singapore   
11         Sri Lanka   
12         Yemen   

  
Note: 
No detailed information on the sectoral breakdown of global loans  
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Table 4.3: EIB lending and Asia Country Strategy Paper priorities 
 

  EIB 
lending 
fits no 
CSP 
focal 

sector 

EIB 
lending 

fits 1 
CSP 
focal 

sector 

EIB 
lending 

fits 2 
CSP 
focal 

sectors 

No 
detailed 
data on 

EIB 
lending 

No EIB 
lending 

no CSP 
available

Total 1 7 0 0 9 0 
Percentage 5,9 41,2 0,0 0,0 52,9 0,0 

   
Countries             

1 Uruguay Argentina     Bolivia   
2   Brazil     Columbia   
3   Chile     Costa Rica   
4   Mexico     Ecuador   
5   Panama     El Salvador   
6   Paraguay     Guatemala   
7   Peru     Honduras   
8         Nicaragua   
9         Venezuela   

  
Note: 
No detailed information on the sectoral breakdown of global loans 
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Table 4.4: EIB loan portfolio in Zambia since 1995 
 

EIB LOAN PORTFOLIO ZAMBIA (all amounts in EUR) since 1995 

Contract 
no. Contract name Financial Protocol 

Date of  
signatur

e Status Sector 

 
Interest  

 rate  
Contract  
amount 

 ACTIVE PORTFOLIO     

71008 ROSE PRODUCERS LINE OF CREDIT LOME - CONVENTION 4 09/08/1995
Disburse
d 

Global 
Loan 

 
3,00 3.000.000,00

71020 SWARP SPINNING MILLS II LOME - CONVENTION 4 16/10/1995
Disburse
d Industry  variable 6.000.000,00

71031 CREDIT FACILITY-IND. SECT FIN LOME - CONVENTION 4 20/11/1995
Disburse
d 

Global 
Loan 

 
3,00 496.000,00

71043 CREDIT FACILITY-IND. SECT FIN LOME - CONVENTION 4 20/11/1995
Disburse
d 

Global 
Loan 

 
3,00 9.037.000,00

71030 CREDIT FACILITY-IND.SECT FIN LOME - CONVENTION 4 20/11/1995
Disburse
d 

Global 
Loan 

 
3,00 467.000,00

71144 CAPITAL INV. LINE GL - ZAMBIA 
LOME - CONVENTION 4 - 
PROT.2 22/12/1998

Disburse
d 

Global 
Loan 

 
3,00 

15.000.000,0
0

21242 LUMWANA STUDY 
LOME - CONVENTION 4 - 
PROT.2 08/10/2001

Disburse
d Industry 

 
5,26 7.000.000,00

21657 
BWANA MKUBA MINING EXPANSION 
PROJECT 

LOME - CONVENTION 4 - 
PROT.2 09/08/2002

Disburse
d Industry  flexible 

14.000.000,0
0

22358 KANSANSHI COPPER PROJECT 
COTONOU - INVESTMENT 
FACILITY 11/12/2003

Disburse
d Mining  variable 

34.000.000,0
0

21000 CAPITAL INVESTMENT LINE GL II - A 
LOME - CONVENTION 4 - 
PROT.2 04/04/2001 Signed 

Global 
Loan 

 
4,00 

20.000.000,0
0

22151 CAPITAL INVESTMENT LINE GL II - B 
LOME - CONVENTION 4 - 
PROT.2 14/06/2003 Signed 

Global 
Loan 

 
4,00 

20.000.000,0
0

71116 ZESCO KARIBA NORTH PROJECT 
LOME - CONVENTION 4 - 
PROT.2 03/09/1998 Signed Energy 

 
3,00 

21.000.000,0
0

71117 ZESCO VICFALLS PROJECT 
LOME - CONVENTION 4 - 
PROT.2 03/09/1998 Signed Energy 

 
3,00 

20.500.000,0
0

20752 
SMALL SCALE MINING SECTOR LOAN 
FACILITY A 

LOME - CONVENTION 4 - 
PROT.2 12/10/2000 Signed 

Global 
Loan  variable 8.000.000,00

 
 
 
No of allocations under GLs - since 1994  
Barclays Rose Line I 14
Barclays Rose Line II 6
Industrial Sector Credit Line 19
Capital Investment Line I 22
Capital Investment Line II A 35
Capital Investment Line II B 37
Small Scale Mining 9
Total 142
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Introduction 
 
The present case study is part of the report entitled “The development impact of European 
Investment Bank (EIB) lending operations in the Cotonou and ALA Framework”  commissioned by 
the Directorate General External Policies of the European Parliament to CRBM with the objective of 
deliver a sound background for the own initiative report of the Committee on Development on "the 
impact of the lending activities of the European Community in developing countries." As requested 
by the European Parliament this case study presents  the main findings and conclusions of an 
investigation carried out in Mexico during February and March 2005, and offers a general overview 
of the EIB lending activities in Mexico as well as an analysis of its development impact with regard 
to the European Union Cooperation Priorities for this country. Two EIB loans corresponding to the 
“Mexi-gas” and “Volkswagen Mexico” projects were selected for in-depth analysis. Finally, this 
report provides a list of recommendations to strengthen the contribution of EIB lending in fostering 
EU political objectives in Mexico.  
 
Methodology of the study 
 
The information collected and analyzed for this study comes from various sources.  The consultant 
interviewed and maintained communication with the promoters of the Mexican projects (“Mexi-Gas”, 
“Volkswagen” y “Saint-Gobain” projects), with the Latin American Division of the EIB, with the 
Delegation of the European Commission in Mexico as well as Mexican organizations that work in 
areas related with the projects.  Questionnaires were prepared and a survey applied to clients of a 
natural gas network in the Cuautitlán-Texcoco Valley (the “Mexi-Gas” project) in Mexico State, 
outside of Mexico City. Documents of the EIB, the European Commission, and the European 
Council were another important source of information, as were documents defining the prevailing 
legal and administrative context in Mexico and independent analyses.146   
 

 
I.  European Investment Bank (EIB) Mandate in Mexico 

 
The European Investment Bank (EIB)  created in 1958 by the Roma Treaty has been traditionally 
financing  development projects in the Member States of the EU. EIB activities in Mexico were 
authorized for the first time in 1993, by the Asia and Latin American Mandate (ALA) established by 
the European Council. In the ALA III Mandate (2002-2006), the Council authorized loans amounting 
to 2,480 million Euros for eligible countries in Asia and Latin America, stipulating that 65% of the 
total credit would be given a political and commercial guarantee against losses from the EU general 
budget, if the projects funded served the ”Community’s relevant external policy objectives.” 147   
 
Moreover the Council Decision establishes that the projects must be of mutual interest for the target 
country and the European Union without further specifying the criteria to measure its fullfilment. 
While the Council mandate does not further specify the criteria to measure what the mutual interest 

                                                 
146 Annex 1 at the end of this report supply the a list of the interviews, questionnaires and survey carried out. 
Annex 2 and 2 supply the full questionnaire and the answers by the EIB and the Consorcio Mexi-Gas. 
147 Council Decision 2000/24/EC of 22 December 1999 granting a Community guarantee to the European 
Investment Bank against losses under loans for projects outside the Community (Central and Eastern Europe, 
Mediterranean countries, Latin America and Asia and the Republic of South Africa) (OJ L 9, 13.1.2000, p. 24), 
article 1, paragraph 1.   
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should be, experts have been arguing that one of the criteria derived from the above principle of 
respecting the external policy of the European Union is the development of the target country.148   
 
For the ALA region, the policies and priorities of the European Union in the areas of aid and 
cooperation are established in Council Regulation No. 443/92 of 1992.149  It stipulates that 
cooperation partners “will include States and decentralized authorities, as well as local and 
traditional communities, institutions and private entities, like cooperatives, and non-governmental 
organizations.”150  With respect to financial and technical assistance, particular emphasis has been 
placed on developing the rural sector (Article 5).  With respect to economic cooperation, the main 
objective is to contribute to the development of the country, by fostering international commerce and 
strengthening Small and Medium Enterprises (SMEs) (Article 7).  In addition, it is recommended 
that environmental protection and a gendered perspective figure prominently in all operations 
promoting cooperation (Article 5). 
 
The EU’s external policy priorities in Mexico are in particular set forth in the following instruments 
and agreements:  

- The “Agreement on Economic Partnership, Political Co-ordination and Cooperation” (known 
as the Global Agreement), between Mexico and the European Community signed in 1997.151  
In particular in Title VI of the Agreement, the two parts define priority sectors and activities of 
cooperation.  In particular, SMEs figure as privileged partners in the new strategy of 
economic cooperation.  In the area of social development and poverty reduction (Article 36), 
the document recognizes “the need to harmonize economic and social development, while 
respecting the fundamental rights of the most vulnerable groups and regions.”  At the same 
time, the agreement promotes “growth that generates employment and ensures a higher 
quality of life for the most disadvantaged population.”  

- The European Commission’s “Country Strategy Paper (2002-2006)” for Mexico defines long 
term cooperation objectives, strategic priorities and concrete areas of intervention in Mexico.  
Specifically, four priority areas are defined: (1) Social Development and Reduction of 
Inequalities; (2) Economic Growth focused on free trade area included in the trade chapter 
of the Global Agreement, as well as support of small and medium enterprises (SMEs); (3) 
Scientific and Technical Co-operation; (4) Consolidation of the Rule of Law and Institutional 
Support. 152       

 
In the context of the signature of the Global Agreement, the EIB and Mexican government 
celebrated in 2003 a new “Financial Cooperation Agreement”153 which makes explicit reference to 
the Global Agreement in its introduction. In its Art. 44, the Global Agreement considers the EIB 
within the financial sources for cooperation and request the Bank to “continue its activity in the 

                                                 
148 European Parliament – Directorate General External Policies – Policy Department. External Study on “The 
development Impact of European Investment Bank (BEI) Lending operations in the Cotonou and ALA Framework 
(Project NO EP/ESPOL/2004/09/06), by Jaroslava Calajacomo, Campagna per la Riforma della Banca Mondiale / 
Italy, 1 March 2005. 
149 Council Regulation (EEC) N° 443/92 of 25 February 1992 on financial and technical assistance to, and 
economic cooperation with, the developing countries in Asia and Latin America. Official Journal of the European 
Communities L052, 27/02/1992  
150 Council Regulation (EEC) N° 443/92 of 25 February 1992, Op.cit., article 3. 
151 “Agreement on Economic Partnership, Political Co-ordination and Cooperation” between Mexico and the 
European Community, signed in Brussels on 8 December 1997 (in effect since 1 October  2000).  
152 European Commission. Country Strategy Paper, 2002-2006. Mexico, Sections 5.2 “Priority Action Sector”/ 
Sections 6.2 “The Sectors of Co-operation”. 
153 “Financial Cooperation Agreement between Mexico and the EIB”,  signed in Luxemburg on 13 November 
2003. This new Agreement amended first one firmed on 9 March 1995 but it does not in effect because it has not 
yet been ratified by the Mexican Senate. 
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country”154. However unfortunately, neither the Financial Agreement nor Art. 44 of the Global 
Agreement clarify that the EIB loans should focus on the fulfillment of EU cooperation priorities, 
defined in the Global Agreement and the Country Strategy Paper. As it is the case with the Council 
Decision definition of mutual interest, also the EIB Mexican mandate -set forth in the Global 
Agreement and the Financial Agreement between the EIB and the Mexican government- appears 
ambiguous.  
 
Even if the Global Agreement, the Financial Cooperation Agreement and the Council Decision do 
not explicitly mention a development mandate for the EIB when acting in Mexico and in general in 
ALA countries (as it is the case for African, Caribbean and Pacific countries), and even if the EIB 
ALA Department is not interested so far in including this criterion,155 the following analysis will argue 
that such interpretation is pertinent and necessary. 
 

II.  Lending Activities and Priorities of the EIB in Mexico (1993-2005) 
From 1995 to the present, four projects have received funds from the EIB in Mexico, for a total of 
210,2 million Euros. They are all “individual loans” to the private sector. The first loan of 50 million 
Euros was negotiated in 1997 for the company Vidrio Saint-Gobain de México, S.A. to support the 
construction of a new glass factory in Cuaútla, a municipality in the state of Morelos.  The second 
and third loans were disbursed to Consorcio Mexi-Gas, S.A. de C.V. in 1999 and 2000, totaling 74.3 
million Euros for the expansion and operation of natural gas distribution network in the Cuatlitlán-
Texcoco Valley in the State of Mexico (outside Mexico City). The fourth loan of 15.9 million Euros 
was given to the company Saint-Gobain Vetrotex América, S.A. de C.V. in 2001 to finance the 
construction of a fibreglass factory, in the state of Puebla.  In 2004, a loan of 70 million Euros was 
signed between the EIB and Volkswagen de México, S.A. de C.V. aiming to expand the existing 
installations (at the Puebla plant) to implement new production facilities for automobiles and 
engines156. The loan disbursement for the Volkswagen project has been delayed, as the Mexican 
Senate has not yet ratified the new Agreement for Financial Cooperation between Mexico and the 
EIB.  

 
When interviewed for this study , EIB authorities reported that they “do not have priority sectors” to 
guide their investments although they do “take into account the European Union cooperation 
priorities to target their lending activities.”157 However, an overview of the EIB activities in Mexico to 
date indicates a divergence in objectives:  

• During ten years of operations in Mexico, the EIB has privileged broad credit lines (an average 
of 52.55 million Euros per project) over the smaller interventions thus restricting the 
diversification of its operations.  

• The concentration of loans has been in the industrial sector (65%) distributed equally between 
the car industry and the glass industry, and the remaining part of the loans has been directed to 
the energy sector (35%).  

• Within the energy sector in the Mexi-Gas project, the EIB project dedicated one-third of the total 
volume of loans in favour of Mexican projects orientated towards the promotion of clean energy: 

                                                 
154 “Agreement on Economic Partnership, Political Co-ordination and Cooperation”. Op.cit., Title VI, article 44 “Co-
operation financial Sources”. 
155 Interview with Francisco de Paula Coelho, Director of  Asia and Latin America of the European Investment 
Bank, 4 April 2005, Mexico. 
156 Answers to Questions 3 of the “EIB Questionnaire,” filled out by EIB authorities in the Latin America Division.  
157 Answers to Questions 8 and 10 of the “EIB Questionnaire,” filled out by EIB authorities in the Latin America 
Division. 
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the natural gas. Nevertheless, funding for transition to gas does not incorporate important 
prescriptions of the EU regarding the promotion of renewable energy sources.158 . 

• All EIB loan beneficiaries to date have been in the private sector, European or mixed 
European/Mexican companies, with little or without any participation of Mexican capital: Vidrio 
Saint-Gobain de México S.A. and Vetrotex América S.A. de C.V. are owned by the French 
group Saint-Gobain; Volkswagen de México is the Mexican affiliate of Volkswagen AG from 
Germany; the  Consortium “Mexi-Gas” is dominated by Gaz de France.159  

• While small and medium enterprises represent approximately 98% of all businesses nationwide, 
and the EU specifically recommends supporting their growth160, the EIB has not used in Mexico 
the global loan mechanism or other technical assistance mechanisms to facilitate credit to small 
and medium enterprises, as it has been doing indeed in other countries.  

• No public sector loans have been made to date, despite the EU recommendation to support 
“Mexican efforts to fight against inequalities, in particular those suffered by indigenous 
populations.”161 

• While EIB loans are underwritten by the EU to allow investment in higher risk sectors which 
could be used as opportunities to support the activities of Mexican SMEs and promote activities 
in the agriculture, breeding and fishing sectors, EIB loan activity to date has been concentrated  
to a high degree in industry sectors already well established and  with an high affluence to 
capital, and moreover owned by European companies, hence not needing the risk reduction 
commitment from the EU budget. 

• Environmental, social and economic impacts of EIB lending activities in Mexico have proved to 
be considerably out of compliance with EU economic and development targets. In particular the 
focus on poor and disadvantaged sectors of the society, on local economic enhancement, on 
fullfilment of the highest international workers standards and on respect of EU environmental 
requirements have been seriously missing.  

• In general,  in Mexico the principle of “mutual interest” has been interpreted by the EIB  as of 
prioritizing economic and long term benefits for European Companies with a very low attention 
to  the country development needs prioritised by the EU in its development and economic 
cooperation policies. 

 
III.  EIB Loan Activities and EU Development Priorities: A Comparison 

EIB loan activities and EU development priorities will be evaluated in three main areas: 
environmental, social and economic impact.  
 
Environmental considerations: 
Of the four projects financed by the EIB in Mexico, the “Mexi-Gas” project is the only one that –
according to the EIB project justification - prioritizes environmental concerns, specifically promoting 
                                                 
158 European Commission White Paper on Renewable Energies, COM (97) 599 / Council Resolution of 
08/06/1998 on Renewable Sources of Energy / "European Climate Change Programme” (ECCP), Commission, 
June 2001. 
159When formed, the consortium initially included (25%) Bufete Internacional, a Mexican company; but when 
Bufete declared bankruptcy, only French capital remained. Interview with Nicolas Vergés - Director of Finance 
and Management of the Consortium Mexi-Gas, 4 April 2005, Mexico. 
160 Council Regulation (EEC) N° 443/92 of 25 February 1992 on financial and technical assistance to, and 
economic cooperation with, the developing countries in Asia and Latin America. Official Journal of the European 
Communities L052, 27/02/1992. / “Agreement on Economic Partnership, Political Co-ordination and Cooperation”. 
Op.cit., Title VI, Article 17, 2 b). / European Commission.  Country Strategy Paper, Op.cit., Section 5.2 “Priority 
Action Areas” and 6.2 “Cooperation Sectors.” 
161 European Commission.  Country Strategy Paper, Op.cit., Section 5.1 “Main Principles and Objectives”. 
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natural gas as a cleaner energy source, an European Commission priority162. However, impact in 
the reduction of contamination in the Cuatitlán-Texcoco Valley has been restricted as the natural 
gas pipeline serves only 35% of the  beneficiary population estimated during project appraisal 
(130,000163 out of 340,700164 originally estimated)  . 
 
On the other hand, for all EIB projects in Mexico, the EIB said165 that an environmental impact 
assessment as required by Mexican environmental law (Ley General del Equilibrio Ecológico y la 
Protección al Ambiente en materia de Evaluación del Impacto Ambiental)166 has been carried out. 
Nevertheless, it appears that despite the agreement between the EIB and the European 
Commission167, the compliance with local law has substituted the need to evaluate environmental 
impact, based upon the guidelines, principles and standards of environmental norms and policies of 
the European Union, and especially by EU Directive 97/11/EC on Environmental Impact 
Assessment168. The need of an assessment based on the EU standards is more pertinent in the 
Mexican case because national standards are lower than those of the EU; particularly, national 
legislation does not consider social and indirect impacts of the projects169.   

 
Social considerations: 
There is little evidence that the four EIB funded projects meet the social development objectives set 
out by the EU in the Country Strategy Paper.  For example, $210.2 million Euros in loans have 
generated very little employment with the creation of a total of 2,205 “permanent” jobs170 
considering that in 2003 the economically active population (EAP) in Mexico reached 41.4 Million171 
and that in 2002, the informal sector of the economy was 42.8% of the EAP172. In addition, EIB 
reports that many more thousands of “temporary” jobs have been created173. The labour policies of 
businesses benefiting from EIB loans favour the creation of temporary jobs, contributing to 
increasing job insecurity and violating labour rights protected by the Mexican Constitution in its Art. 
123, as well as international labour conventions. In the case of the pending Volkswagen project, the 
company is well-known for its anti-trade union climate.  In recent years, corporate headquarters 
have been repeatedly targeted by the independent trade union (Sindicato Independiente de 

                                                 
162 European Commission.  Country Strategy Paper, Op.cit., Section6.3 “Transversal issues”. 
163 « Questionnaire Consorcio Mexi-Gas», answered by Nicolas Vergés - Director of Finance and Management of 
the Consortium Mexi-Gas. 
164. Energy Regulatory Commission “Licitación Pública Internacional para otorgar permisos de distribución de gas natural en el Distrito Federal y el Valle 
de Cuautitlán-Texcoco. Fallo de las licitaciones públicas internacional LIC-GAS-008-1997 y LIC-GAS-009-1997 para distribuir gas natural en el Distrito 
federal y el Valle de Cuatitlán-Texcoco”, 4 de agosto de 1998. 
165 Answers to Questions 5 of the “EIB Questionnaire,” filled out by EIB authorities in the Latin America Division 
166 Ministry of Environment, Natural Resources and Fishing (SEMARNAT). Reglamento a la Ley General del 
Equilibrio Ecológico y la Protección al Ambiente en materia de Evaluación del Impacto Ambiental, Secretaría de 
Medio Ambiente, Recursos Naturales y Pesca. 
167 “Working procedures between the EIB and the Commission services (DG ENV and DG ECFIN) in the 
consultation of the Commission under Article 21 of the EIB Statute”, paragraphs 2.1.1 y 2.1.2. 
168 Council Directive 97/11/EC of 3 March 1997 amending Directive 85/337/EEC on the assessment of the effects 
of certain public and private projects on the environment, Official Journal NO. L 073 , 14/03/1997 P. 0005.   
169 Interview with Tania Mijares, Mexican Environmental Law Centre (CEMDA), 22 March 2005. 
170 Answers to Questions 5 of the “EIB Questionnaire,” filled out by EIB authorities in the Latin America Division. 
171 Centre for Reflection and Action on Labour Issues (CEREAL), Diagnóstico de la ONU : al rescate de los 
derechos humanos laborales. Informe de violaciones a los Derechos humanos laborales en México durante el 
año 2003, México, 2003 : Anexo : Indicadores nacionales básicos sobre ocupación, Elaborado por UNITE con 
cifras del INEGI, p. 83. 
172 Office of the United Nations High Commissioner for Human Rights (UNOHCHR). Diagnóstico sobre la 
situación de los derechos humanos en México. Mundi-Prensa México, 2003, p78.  
173 Answers to Questions 5 of the “EIB Questionnaire,” filled out by EIB authorities in the Latin America Division. 



 67

Trabajadores de la Industria Automotriz de Volkswagen/SITIAVW)174 due to the implementation of 
regressive labour policies.   
 
In terms of social impact, EIB loan activity has been concentrated in Mexico City metropolitan area 
and the urban areas of the states of Puebla and Morelos. Economically disadvantaged southern 
states—particularly Chiapas, Oaxaca and Guerrero, with large indigenous population and identified 
as highly marginalised by the UNDP’s Human Development Index (HDI)175—have not been targeted 
for financial investment by the EIB.  In this sense, further investment should generate jobs that fully 
respect labour rights, and correspond to activities that previous consultation with communities be 
adequate for their development. 
 
In the case of “Mexi-Gas”, the project has had very limited impact on the local population social 
welfare: after seven years of operation there are only about 130 000176 contracted users (and their 
families) despite the initial target of 374 700177 for the first five years  By the same token, equal 
access to the natural gas pipeline has not been promoted. The expansion and operation of the 
natural gas distribution system is orientated by profitability criteria, favouring access to this recently 
privatised service only to users economically capable to afford it, instead of having the perspective 
to satisfy the population basic need of access to energy. Due to the limited and unequal coverage, 
the project has not offered a real alternative to the use of fossil fuel with high levels of emission of 
contaminating gases which could help to improve air quality in the zone as attested by the EIB178. 
 
Finally, a gender perspective is also missing from the policies and operations of the EIB, despite 
gender being a crosscutting theme in the cooperation guidelines of the EU.179  To date, the EIB has 
not promoted any investment activity directed to improve equitable access for men and women to 
better living conditions.  
 
 
Economic considerations: 
Clearly, EIB loan activity is directed at businesses already active in Mexico that are owned or 
dominated by European capital. In three projects (two of Saint-Gobain, and Volkswagen), EIB credit 
has supported investments oriented at increasing exports for European groups already settled in 
the country to the United States and some countries of Latin America.  
                                                 
174 Centre for Reflection and Action on Labour Issues (CEREAL). “Informe de violaciones a los derechos 
humanos laborales en México durante el año 2000”, CEREAL, México, 2000 / CEREAL. “Informe de violaciones 
a los derechos humanos laborales en México durante el año 2001”, CEREAL, México, 2001. /  Centro de 
Reflexión y Acción Laboral (CEREAL), “Informe sobre la situación del derecho a la libertad sindical en México”, 
con la colaboración de los copeticionarios Alianza Nacional Democrática de Trabajadores Petroleros, A.C. 
(ANDTP), Coordinadora Nacional de Electricistas (CNE), Frente Auténtico del Trabajo (FAT),  Red de Abogados 
Laboralistas (RAL),  Centro de Derechos Humanos Miguel Agustín Pro Juárez (PRODH) y Centro por la Justicia 
y el Derecho Internacional (CEJIL); así como con la colaboración del Centro de Apoyo al Trabajador (CAT), y el  
Corporativo de Estudios y Asesoría Jurídica,  A.C. presentado en la Audiencia temática en el marco del 119° 
período ordinario de sesiones de la Comisión Interamericana de Derechos Humanos, el 3 de Marzo de 2004.   
175 Chiapas, Oaxaca y Guerrero have the lowest Human Development Indices in the country—0.692; 0.697 and 
0.722, respectively.  The national average is 0.801. United Nations Development Program (UNDP).  “Report on 
Human Development.”  México 2002.  Mundi Prensa México, p.126, Table A1. 
176 Interview with Nicolas Vergés - Director of Finance and Management of the Consortium Mexi-Gas, 4 April 
2005, México. In  the interview, the promoter argued that administrative and other kind of obstacles did not allow 
the accomplishment of this target which has been postponed by the end of 2006.  
177  Energy Regulatory Commission “Licitación Pública Internacional para otorgar permisos de distribución de gas natural en el Distrito Federal y el Valle 
de Cuautitlán-Texcoco. Fallo de las licitaciones públicas internacional LIC-GAS-008-1997 y LIC-GAS-009-1997 para distribuir gas natural en el Distrito 
federal y el Valle de Cuatitlán-Texcoco”, 4 de agosto de 1998... 
178 « EIB Questionnaire » answered by European Investment Bank - Latin American Division 
179 Council Regulation (EEC) N° 443/92 of 25 February 1992 Op.cit., art. 5. / European Commission.  Country 
Strategy Paper, Op.cit., Section 6.3 “Transversal issues”. 
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In the current context of economic openness, the promotion of rural development, particularly in the 
agricultural, breeding and fishing sectors, as well as the competitiveness of Mexican enterprises, 
made up primarily of SMEs, constitute the main challenges for the economic viability of the country. 
However fomenting Mexican commercial activity within the free trade zone between Mexico and the 
European Union, and increasing the competitiveness and participation of Mexican enterprises in the 
international market have not been prioritised in EIB loan activity and in the selection of projects 
thus leading to a very narrow interpretation of the principle of “mutual interest” in the EIB strategic 
priorities for lending to Mexico.  
 
The “Mexi-Gas” project is an example of how European investors have benefited from EIB loans, as 
the group is dominated by Gaz de France, as the distribution of natural gas was recently 
deregulated and privatised—an extremely controversial process in Mexico. The  strategy of this 
enterprise is oriented by economic criteria instead of public service criteria whereby the provision of 
natural gas would assure access to this natural resource for more sectors of the population.  In the 
midst of this “structural reform”, which provides the backdrop of the “Mexi-Gas” project, it is 
important to mention that there are no notable advances in increasing equitable access to modern 
energy sources for the poorest sections of the population.180   
 
 
Coordination between the EIB and the Delegation of the European Commission in Mexico: 
Furthermore the research brings light on the lack of coordination between EIB and the delegation of 
the European Commission in Mexico, which presently does not have any information on the 
projects financed by the Bank. Neither does the European Commission’s country office participate 
nor is it consulted by the EIB at any phase of the projects (approval, supervision and/or evaluation). 
At the end of the 2004, the Delegation had its first meeting with Mexican promoter Volkswagen181 in 
the context of the refusal of the Mexican Senate to ratify the Financial Cooperation Agreement 
between EIB and Mexico.  
 
Access to Information: 
While the project promoter asserted to conduct an “Acceptability Study”, the survey conducted for 
this study revealed that more than half of the Mexi-Gas users “had not been consulted or received 
information before project start-up.”182  The EIB justifies their policies as they comply with Mexican 
environmental law (Ley General del Equilibrio Ecológico y la Protección Ambiental),183 however 
these norms are set at standards much lower than those established by the European Union, 
specifically in terms of the inclusively of the process—specifically including the affected and 
potentially affected public, as well as interested parties (NGOs) as required by Directive 
2001/42/CE184.  
 
The information that should be available for public access includes: project documents, 
environmental impact reports, interim and final evaluations, etc.. With respect to the “Volkswagen” 
project, Bank authorities declined to provide information, as the loan was not yet disbursed. 
                                                 
180 Third World Institute / Stolovich, L (coord.). Energía y Banca Multilateral en America Latina: contradicciones 
entre la realidad y el discu 
rso”. Instituto del Tercer Mundo, Uruguay, 1999, p. 41. 
181 Interview with Claudia Berlanga, Economic Assessor of the European Commission Delegation in Mexico, 23 
March 2005. 
182 Natural Gas Users Survey. “Encuesta sobre el Servicio de Gas Natural por Red” question 2. 
183 Ministry of Environment, Natural Resources and Fishing (SEMARNAT). Reglamento a la Ley General del 
Equilibrio Ecológico y la Protección al Ambiente en materia de Evaluación del Impacto Ambiental, Secretaría de 
Medio Ambiente, Recursos Naturales y Pesca.. 
184 “Directiva 2001/42/CE del Parlamento Europeo y del Consejo, 27 de junio de 2001 relativa a la evaluación de 
los efectos de determinados planes y programas en el medio ambiente. 
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Nevertheless, an environmental impact evaluation, as well as a development impact evaluation 
should have been conducted and made available.   
  
While the EIB refused to provide project documentation for the Mexi-gas project claiming 
confidentiality reasons and need to obtain the agreement of the consortium first185,  the company 
asserts that they do not provide public access to information or reports of activities186.  However 
when interviewed, they expressed their disposition to make available all their documents187. 
 
 
Conclusions: 
The study case reviewed the EIB mandate and EIB operations in Mexico. It revealed that EIB loan 
activity has not been consistent with EU external policy objectives, as set forth in a number of policy 
papers and bi-national agreements (Global Agreement and Country Strategy Paper). In light of the 
previous operational review, it is clear that EIB operations have done little to promote the long term 
objectives and priorities of the European Union and the European Commission, which seem to be 
considered by Bank authorities as optional and not as imperative guidelines for promoting 
development cooperation in Mexico. In fact, loan activity has not been in the EU or Mexico best 
interests, but in the interests of a small group of private European companies, with little socio-
economic or environmental benefits for the general population.  
 

                                                 
185 Emailing exchange between the EIB and Campagna per la riforma della Banca Mondiale dated 11-02-2005 
186 « Questionnaire Consorcio Mexi-Gas», answered by Nicolas Vergés - Director of Finance and Management of 
the Consortium Mexi-Gas. 
187 Interview with Nicolas Vergés - Director of Finance and Management of the Consortium Mexi-Gas, Julio Camacho Vigueras - Finance and 
Management of Risks of the Consortium Mexi-Gas y Francisco de Paula Coelho Director of  Asia and Latin America of the European Investment Bank, 4 
April 2005, Mexico.” 
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Recommendations 

 
 
With regard to the Council Mandate for ALA countries 
 

• The 
European Parliament should request to the European Council to revise the mandate for 
ALA in order to include a better definition of the principle of mutual interest in line with 
the need for local economic and sustainable development as codified in the EU external 
policies objectives for the country. In particular the Council should ensure that the 
definition of a development mandate is prioritized for EIB lending to ALA countries and 
also that criteria to evaluate fulfillment of the “Community’s relevant external policy 
objectives” (Council decision 2000/24/EC) is better defined.   

 

With regard to the Financial Cooperation Agreement between Mexico and the EIB: 

• The Financial Cooperation Agreement should make explicit reference to the entity of 
Section VI, entitled “Cooperation”, in the “Agreement on Economic Partnership, Political 
Co-ordination and Cooperation between the United States of Mexico and the European 
Commission” and not only to Article 44 as currently written. Furthermore, Article 1 
entitled “Objective”, should be expanded to require that loans comply with the policies of 
the European Union in the area of cooperation, and more specifically in the realization of 
programs and projects agreed upon by Mexico and the EU under Title VI of the Global 
Agreement.  

 
With regard to the participation of the European Commission and European Parliament in 
the supervision of EIB loan activities:   

• Considering that the EIB loans for projects in Mexico are guaranteed by the general 
budget of the EU; bearing in mind that 210.2 million Euros have been loaned since 1993; 
bearing in mind that loan activity to date has not been squarely oriented in accord with 
the long term cooperation objectives prioritised by the “Agreement on Economic 
Partnership, Political Co-ordination and Cooperation” or the Country Strategy Paper of 
the European Commission; it is recommended that the European Commission and 
European Parliament exercise more control over the activities of the EIB in Mexico.   

• In addition, the Commission while issuing its opinion under Art. 21 of the EIB statute 
should make specific reference to the fulfilment of development cooperation policies 
codified in the corresponding strategic documents guiding EU objectives in Mexico. 

• The Commission should also be responsible of transmitting to the EU Parliament all 
information regarding the use of the guarantee for the EIB financed project in Mexico. 
Including disaggregated data on the using of the commercial guarantee.  

 
With regard to the relationship between the EIB and the Delegation of the European 
Commission in Mexico:  

• The EIB should have a strategic document for Mexico operations, elaborated in 
conjunction with the Delegation of the European Commission in Mexico, defining 
strategies to support the objectives in the area of development cooperation established 
in agreements between the EU and Mexico.  The document should reiterate the EIB 
commitment to support EU policies in the area of development and specify sectors, 
beneficiaries, and types of projects to be prioritised for loans.  
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• As the institution responsible for implementing the policies and programs of the 
European Commission in Mexico, the Delegation should play an active role188 in the 
approval, supervision, and evaluation of EIB activities in country.  The EIB should involve 
and/or consult the Delegation in all phases of project development.  In the approval 
process, the Delegation should be able to express their opinion about the project and its 
fit with EU cooperation policies and objectives. The Delegation should also play a role in 
supervising projects during the implementation phase and ensuring transparency in on-
going monitoring of the European Parliament.  Finally, in the evaluation phase, the 
Delegation should play a role in evaluating the impact of the project in terms of 
development indicators  

 
Regarding the orientation of EIB operations in Mexico: 
The EIB has impressive financial resources that should further the pursuit of objectives in the area 
of cooperation defined by the EU and Mexico, in the Global Agreement and Country Strategy 
Report of the European Commission.  It is especially recommended that:  

• The EIB should operate in accord with the Delegation of the European Commission, 
complementing the technical support programs the Delegation administers in country 
and targeting small and medium enterprises for loans, with favourable lending 
conditions, especially for activities in the agricultural, and fishing sectors.    

• It is also recommended that mechanisms be created to facilitate communication between 
the EIB and the Mexican business community, particularly small and medium enterprises 
with the aim of detecting and exploiting sectors of Mexican commercial interest and 
intensifying investment.  

• The EIB should designate large credit lines for investment projects that promote 
development in the poorest and most vulnerable communities, previous real consultation 
with them, particularly in the south-eastern states (the states of Chiapas, Oaxaca and 
Guerrero).  The EIB should orient individual loans towards projects that “generate 
employment and ensure improved quality of life for the most disadvantaged 
population.”189  The EIB should also open a line of credit specifically for government 
authorities at the federal, state and local levels, concentrating on the poorest 
municipalities of the country. Accordingly with the development priorities of the European 
Union, this credit line should be oriented toward programs that “support productive 
projects, creating zones of sustainable development that achieve environmentally 
sustainable economic development and increasing access to quality sanitation and 
education services.”190   

• With respect to the energy sector, it is recommended that the EIB develop a 
comprehensive policy in the area of cooperation, in particular financing projects oriented 
toward the promotion of renewable energy sources, such as sun and wind power, 
particularly in rural areas where the poorest populations are located.   

• With respect to environmental protection, the EIB should assume in its operations the 
same goal established within the European Union191: assure that one-fourth to one-third 
of the total sum of individual loans be dedicated to projects focusing on environmental 
protection and the protection of natural resources.    

                                                 
188 During the interview with Claudia Berlanga, Economic Assessor of the European Commission Delegation in 
Mexico, 23 March 2005, it was stressed the need of coordination between the EIB and this Delegation. 
189 “Agreement on Economic Partnership, Political Co-ordination and Cooperation”. Op.cit., Section VI, Article 36. 
190 European Commission. Country Strategy Paper, Op. Cit. paragraph 6.2.1. 
191 European Investment Bank. Corporate Plan (2002-2006). 
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• With respect to the renewable energy sector, the EIB should establish in Mexico the 
same commitments that it established globally: assure that by 2007 15% of the  energy 
portfolio for the country will go to funding of renewable energy and 50% by 2010192.  

 
 
 
 
Regarding the environmental impact assessment: 

• It is recommended that the operating procedures agreed upon between the EIB and the 
Commission be respected, particularly that: “outside of the European Union and 
candidate countries, the environmental evaluation of the EIB should be conducted in 
consideration of local guidelines, taking into account as directives the principles and 
standards contained within environmental law and policies in the EU.”193  The 
presentation of an environmental assessment (or “Manifestación Ambiental”), as 
required by Mexican authorities does not exempt the EIB from the EU mandate because 
Mexican law standards in this matter are lower that European ones. 194   

• In all cases, the EIB should ensure that financed projects comply with the environmental 
legislation and policies of the EU. Even if there was already one realized by the Mexican 
authorities accordingly to Mexican law, an Environmental Impact Assessment should be 
carried out within the EU environmental laws, standards and principles. 

 
Regarding the “Volkswagen”project: 

• The EIB should be committed to more carefully examine compliance with national and 
international labour laws, particularly the standards of the International Labour 
Organization (ILO), on the part of the Company they finance, as well as their 
subcontractors.  This imperative should be a condition for loan qualification.  During the 
loan approval process, applicants should prove their full compliance with national, 
European and international labour law.     

 
Regarding the “Mexi-Gas” project: 

• Bearing in mind that the private service of natural gas is distributing a natural resource 
owned by the Nation, the EIB should contribute to request the promoter (“Mexi-Gas”) 
favouring equal accessibility to this public good in order to make its operations have a 
real impact on the development of the zone.  

• With the aim of improving the quality of the service of natural gas supplying, the EIB 
should verify that the promoter (“Mexi-Gas”) supervise on a regular basis the gas 
pipelines and carry out periodic evaluations of the service considering users’ opinion to 
reduce to the minimum the risk of leak and to prevent accidents.   

 
 
Regarding Access to Information: 

• The EIB should assure a broad dissemination of the environmental impact assessment 
in order to appropriately inform and consult the population.  

                                                 
192 European Investment Bank. “EIB’s Challenging new renewable energy action plan”, Press Release, 2004-053-
EN, Luxembourg/Bonn 4 June 2004. EIB, EIB and Renewable July 2002. 
193 “Working procedures between the EIB and the Commission services (DG ENV and DG ECFIN) in the 
consultation of the Commission under Article 21 of the EIB Statute”, paragraph 2.1.1. 
194 Interview with Tania Mijares, Mexican Environmental Law Centre (CEMDA), 22 March 2005. 
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• During all phases of the projects (approval, supervision, and evaluation) the EIB should 
promote specific mechanisms, in accordance with EU consultation criteria given in EU 
policies and guidelines, to consult the target population in order to assure a participatory 
development.  

• To assure the transparency and accountability of the EIB projects, the Bank should 
facilitate public access to all documents that where considered and studied for decision 
making regarding all phases of the projects. 
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ANNEX 1 
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Interview with Claudia Berlanga, Economic Assessor of the European Commission Delegation in 
Mexico, 23 March 2005. 
 
Interview with Tania Mijares, Mexican Environmental Law Centre (CEMDA), 22 March 2005. 
 
Communication with Enrique Leo Sánchez, Responsible of EIB Relation - Volkswagen de Mexico / 
March 2005. 
 
Communication with Guy Rolli, Delegate for Mexico, Venezuela y Colombia – Saint-Gobain Group / 
March 2005. 
 
Communication with European Investment Bank - Latin American Division. 
 
« EIB Questionnaire » answered by European Investment Bank - Latin American Division. 
 
« Questionnaire Consorcio Mexi-Gas», answered by Nicolas Vergés - Director of Finance and 
Management of the Consortium Mexi-Gas. 
 
Natural Gas Users Survey “Encuesta sobre el servicio de gas natural por red”  
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ANNEX 2 

 

Questionnaire to the European Investment Bank  

 

 

This questionnaire is part of a Mexican Case Study about EIB Activities in Mexico which itself 
belongs to the report “The Development Impact of the European Investment Bank (EIB) Lending 
Operations in the Cotonou and ALA Framework” which has been commissioned by the European 
Parliament to Campagna per la Riforma della Banca Mondiale / CRBM - Italy  . 
 
ID Questions 

 
Contact: European Investment Bank, 
Latin America Division  
Telephone number:+352-4379 6558 
Email address:barragan@eib.org; antz@eib.org ; rozada@eib.org  
 
 
General overview  

of the EIB lending activities in Mexico  

 
1. Who were the recipients of EIB Loans in Mexico in the last 10 years? 

 
3. Vidrio Saint-Gobain de Mexico S.A., under ALA interim mandate in 1997, 
4. Consorcio Mexigas, under ALA II in 1999/2000 
5. Saint-Gobain Vetrotex America S.A. de C.V., under ALA III in 2001 
6. Volkswagen de Mexico S.A. de C.V, under ALA III in 2004 
 
2. How many of the recipients are state-owned / How many are private enterprises? 

 
 All 100% private. 
 

3. Please precise the following information for each EIB loans:  
 

The EIB Loans in Mexico 
EIB Loans  1 2 3 4 5 
Complete 
Recipient 
Name 
 

Vidrio Saint-
Gobain de 
Mexico S.A 

Consorcio 
Mexigas S.A.  

Saint-Gobain 
Vetrotex 

America S.A. 
de C.V. 

Volkswagen 
de Mexico 

S.A. de C.V. 

 

Activity 
Sector 
 

Fibre Glass 
industry  

Gas  Fibre Glass 
industry 

Car production  

Type of 
Company:  

 
Private 

 
Private 

 
Private 

 
Private 

 

mailto:barragan@eib.org
mailto:rozada@eib.org
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-
Private/Public  
-Proportion of 
Mexican, 
and/or 
European 
Capital 
 

80% French 
Saint Gobain, 
20% Mexican  

100% French 
Gaz de 
France 

80% French 
Saint Gobain, 
20% Mexican  

100% German 
Volkswagen 

AG 

Name and 
Short 
Description of 
the financed 
project 
 
 

Vidrio Saint-
Gobain de 

Mexico 
Project 

 
Financing of a 
new flat glass 
factory about 
70km south of 
México D.F. 

Mexi-Gas 
Project 

 
 

Construction 
and operation 
of natural gas 

distribution 
grids in the 
Mexico City 
urban region 

Vetrotex 
America 
Project 

 
Construction 
of glass fibre 
factory near 

Puebla, 
Mexico 

Volkswagen 
Mexico Project 

 
 

Implementation 
of new 

production 
facilities for 
automobiles 

and engines in 
Puebla, Mexico 

 

Final 
beneficiaries 
of EIB loans 
 

Vidrio Sain-
Gobain de 

Mexico S.A. 

Consorcio 
Mexi-Gas 

S.A. 

Saint-Gobain 
Vetrotex 

America S.A. 
de C.V. 

Volkswagen de 
Mexico S.A. de 

C.V. 

 

Signature 
date  of the 
EIB loans 
 

12.05.1997 20.12.1999/ 
22.06.2000 

24.01.2001 07.10.2004  

Type of loans 
 

Fixed/Variable 
rates 

Tenor 10 (2) 

Fixed/Variable 
rates 

Tenor  20 (5) 

Fixed/Variable 
rates 

Tenor 10 (2) 

Fixed/Variable 
rates 

Tenor  5 (2) 

 

Total Amount  
 

EUR 50m USD 73m EUR 15.9m EUR 70m  

Status of 
disbursement 
 

Fully 
disbursed 

Fully 
disbursed 

Reimbursed Undisbursed  

% of the total 
cost of the 
project 
 

41% 22.7% 27% 9%  

Origin of 
others funds 
 

Equity Equity;  
Commercial 

Banks 

Equity Equity; KfW; 
local bonds 

 

 
 

     

 
 
 

4. Which firms having access to EIB Loans have their headquarters in an EU member state? 
 
All European Union companies can have access to EIB loans in ALA. 
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5. Please precise the goals in terms of economic, environmental and social development of 
each financed project.  

 
Vidrio Saint-Gobain: 
The project led to more competition in the Mexican flat glass market as well as to a reduction of flat 
glass prices. This competitive price, which is also linked to the opening up of the Mexican flat glass 
market (under NAFTA and other bilateral agreements), had positive effects on the economic 
development of Mexico. The project contributed to meeting flat glass demand in Mexico and to 
modernizing the Mexican glass transformation sector by developing activities with more value 
added. In total, the project has led to the creation of 263 new permanent jobs, which also led to an 
increase of the overall income of the region. 
 
An EIA, required by Mexican legislation, was performed by an independent consultant, and its 
conclusions were approved by the competent authorities. Since the signature of the NAFTA treaty, 
Mexico is adopting very strict norms for contamination levels and making them immediately 
applicable for new installations. Dust emissions of the furnace are limited to 120mg/Nm3. The plant 
is located in an industrial park, and distant from important human settlements. SGB has been 
applying its worldwide standards for the exploitation of the plant.  
 
 
Mexi-Gas Project: 
The economic analysis of the project was based on a comparison of the discounted cost of natural 
gas supplied by the Mexi-Gas distribution network to the economic value of the various fossil fuels 
replaced, resulting in a rather high economic profitability. This is a result of the large number of 
industrial consumers in the region and the comparatively high price of alternative fuels. 
Furthermore, the project contributed to rationalize and diversify Mexico’s energy supply, reduce air 
pollution by displacing other fossil fuels, and improved the safety of gas consumption, particularly in 
the domestic sector where the use of bottled LPG is widespread. The project led to an increase of 
staff from 123 to approximately 300 permanent people in 2004, excluding temporary and variable 
employment for technical services and construction (approx. 20,000 man-months), leading to a 
general increase of the region’s income. 
 
An environmental study has been conducted and results have been approved by the various federal 
authorities and local municipalities. The potential impacts on the environment are considered 
temporary or negligible mainly due to the urban character of the project area. The approval from the 
Istituto Nacional de Ecología, Dirección General de Ordenamiento Ecológico e Impacto Ambiental 
accepted and specified the norms and measures suggested for the construction and operation of 
the grid.  
 
 
Vetrotex America Project: 
The project led to the creation of approximately 165 new direct jobs. Further benefits from 
employment resulted in related activities such as transport and provision of site maintenance, 
benefiting also the local population. Furthermore, subcontracted maintenance provided additional 
50 jobs in local suppliers. In addition, the wider “multiplier” effect on the local economy as a whole is 
worth mentioning.  
 
The Mexican Government had requested an EIA, which has been prepared by an independent 
consultant. To mitigate local environmental pollution, water treatment plans and furnace exhaust 
filters were installed. The plant has no abnormal noise levels during operation, it is located on an 
industrial estate and well away from the nearest residential area. In general, the industry produces 
little waste and all reject products are be recycled. Any fibre that cannot be recycled is sold to the 
local road construction industry.  
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Volkswagen Mexico Project: 
Volkswagen de Mexico has some 13,500 employees, and approximately 50,000 jobs at Mexican 
suppliers depend on its activities. The envisaged project will secure some 1,600 direct jobs at the 
Puebla plant, as well as a substantial number of indirect, local jobs, as an appreciable percentage 
of components value is sourced in Mexico. According to present projections, nearly 80% of the new 
Jetta A5 production will be exported to the USA and Canada, generating an estimated USD 3bn per 
year in export revenues, contributing USD 2bn to the trade balance and USD 750m to domestic 
production.  
 
In Mexico, projects in this sector have to be presented to SEMARNAT, the environmental authority 
that decides upon the depths of evaluation of the project according to guidelines laid down in the 
“Reglamento de la LGEEPA en Materia de Impacto Ambiental”. For this particular project, the 
promoter had prepared a detailed EIS (Environmental Impact Study), which led to an approval of 
the project. Independently (and often in excess) of the national environmental regulations, VW 
applies European and German environmental standards to all its industrial operations. For this 
reason, all Group plants would be acceptable in any EU member states, and this, obviously, applies 
to the Puebla plant as well. Furthermore, the Puebla plant is certificated under the ISO 14000 
Environmental Management System (EMS) standard. The EMS at the company includes a specific 
procedure, which has anchored the evaluation of the environmental impact of any new project with 
mitigation proposals already in the feasibility study.  

 
6. Have the project achieved any result in terms of poverty alleviation and social development 

and reduction of inequality?  
7. Are the EIB funded projects contributing to sustainable development? 

  
8. Has the EIB priority sectors in Mexico?  

        NO  
 

9. What are the general guidelines which oriented the EIB lending activities in Mexico? 
 

Lending criteria of the ALA mandate. 
 

10. Have the EIB taken into account Union European cooperation priorities to target their 
lending activities in Mexico? 

YES   
 
11. Has there been an assessment of how each loan fits into the joint development strategy for 

the country laid out in the Mexico Country Strategy Paper? 
        NO  
 

12. Have the priorities of EIB lending activities in Mexico evolved at all in the last 10 years?  
 
NO 

 
 
Selection process of project to be financed,and pre-appraisal 

 
13. Can you briefly describe how the negotiations between the EIB and the Mexican Project 

Responsible took place? 
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Negotiations took place between the legal and the operational departments of both institutions. 
 
14. Which policy guidelines and eligibility criteria have been implemented by the EIB in the 

selection projects and in granting loans in Mexico? 
 
As per the ALA mandate, the mutual interest criteria has been implemented. 
 
15. Were eligibility criteria based on environmental or social considerations?  
 
Environmental and social considerations are an element of the EIB appraisal. 
 
16. Did the Commission’s Mexico Delegation be part of the selection of the projects?  
 

It is not the Commission’s responsibility to participate in the EIB’s project selection process. 
 

17. Has there been an assessment of how each loan fits into the joint development strategy for 
the country laid out in the Mexico Country Strategy Paper? 

 
No, but EIB loans fit into the ALA mandate. 

 
 
18.  Have analyses been carried out to appraise the project's sustainability on a social and 

environmental level before the approval of each project?     
 
19. For which project have pre-appraisals been carried out?  
 

An appraisal has been carried out for each project. 
 
20. Did the EIB specifically request those analyses or were they carried out independently ?  

  
 If this questions refers to number 18: Environmental analysis are a  
 requirement of the EIB before appraising a project. 
 

21. How much of the Bank loans were allocated to this pre-appraisal work?  
 

Bank loans are allocated for the actual investment. 
 

22. Who carries out those appraisal?  
 
 The EIB appraisal team together with the borrower. 
 

23. What kind of environmental or social criteria are taken into account in the appraisal of the 
project? 

 
24. Were national (national Law and norms), European (UE or EIB Environmental and Social 

assessments, etc.) and/or International (World Bank safeguards, etc.) guidelines taken into 
account in the appraisal process? 

 
If the answer to 24 is YES, please indicate which guidelines and standards were been considered. 
 
 



 82

25. Were the environmental and social assessment procedures in compliance with EU 
directives and criteria for conducting sound Social and Environmental Impact 
Assessments?  

 
26. What international good practice standards were specifically applicable to the Mexican 

project? 
 
27. What were the main results of those appraisal?  

 
28. Were any negative environmental or social impacts detected? 

 
If the answer to 28 is YES, describe which negative impacts were detected and describe the 
compensatory measures proposed. 
 

 

Execution and  

Monitoring of the Projects 

 
29. Did the project create any kind of major environmental or social problems?  

 
 
30. Are project promoters obligations to report to EIB any environmental or social breaches? 

 
If answer to 30 is YES, when are they supposed to report? 
 

31. Has any of the project promoters ever breached set environmental and social standards in 
the last 3 years?  

 
If answer is to 31 is YES, describe which promoter breached what standards, how did the matter 
reach finality, and if have compensatory measures been adequate or is the problem still in 
existence.  
 

32. Has EIB established a mechanism for monitoring projects?     
YES  

 
33. Has interim appraisal monitoring of the projects been carried out?  
 

YES  
 

34. Were any negative environmental or social impacts detected?  
 
 

35. Has any coordination taken place between the Commission’s Mexico Delegation and the 
EIB with regard to the monitoring of the projects? 

 
The EIB informs the EC of its activities in the country.  

 
 
The evaluation  
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36. Have EIB and/or project promoters conducted an ex-post project appraisal?  
 
 Not yet. 
 

37. How much interim and post-appraisal budget was allocated to solve significant 
environmental or social issues or failed impact on development? 

 
 There were no significant environmental issues to be solved. 

 
38. How was the final impact of the project appraised? Did it comply with its initial objectives?  

 
 The project is not yet completed. Therefore the ex-post evaluation is not yet  
 carried out. 
 
 
Information Accessibility  

 

39. Did procedures for informing the public about the project exist?  
YES  

 
40. Have procedures for public and/or beneficiary population consultations been carried out?  

 
If the answer to 40 is YES, please precise how these consultations took place and what instruments 
for consultation were used. 
 

41. Were institutional or country capacity assessments carried out in the context of project 
appraisal in terms of public consultation ?  

 
 

42. Have public consultations been in compliance with national and EU term of reference for 
consultation?  

 
 

 
43. Have progress reports and financial statements been provided?  

YES  
 

44. Do Project Document, project appraisal documentation, Environmental and Social Studies, 
Interim and ex-post evaluation reports, etc. available to the public ?    

NO 
 
If the answer to 44 is YES, can you provide these documents for the consultant.  
 

NO 

 

THE FOLLOWING TEXT ANSWERS QUESTIONS NUMBER 6, 7, 18, 23-31, 34, 40-42: 
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Background 
Natural gas distribution grids are very common in Europe, the US and South America, as well as in 
other areas in the world. The principal technology is well established. It is well   recognised for its 
contribution to the efficient distribution of energy in large cities. In addition natural gas is considered 
to be a fuel, the use of which is supposed to contribute less to climate change and air pollution than 
other fossil fuels. 
The Mexi-Gas project comprises the construction and operation of a natural gas distribution network in the 
Valley of Cuautitlan-Texcoco in the Mexico City urban region under a 30-year distribution permit, twice 
renewable by 15 years. It aims at offering an alternative energy to other liquid oil products used in the densely 
populated area, which also suffers from significant air pollution. 
Gas distribution in the State of Mexico underwent a privatisation process, supervised and managed 
by the Comision Reguladora de Energia (CRE), the Mexican regulator in the energy sector. The 
permit, awarded to the promoter in September 1998, was the fourteenth in a row of seventeen 
permits tendered internationally and granted for various cities and areas in Mexico.  
The promoter’s permit contains a five-year exclusive right period to develop pipelines and 
distribution grids in the respective license area. After five years CMG must allow for interconnection 
of its network to potential new systems of other permit owners. Gas trading by third parties is 
allowed from the beginning of the license period, if excess capacity is available in the grid. This 
structure led the promoter to define itself mainly as operator of the physical assets in the distribution 
area. Distribution tariffs offered for approval to the CRE have been calculated accordingly, with cost 
of gas being basically a pass-through item.  
According to national energy statistics, the fuel market in the Cuautitlan-Texcoco Valley is 
characterised by the dominant use of liquid petroleum products such as LPG, gasoil, diesel and 
heavy fuel oil. Natural gas will be competitive with all of the above-mentioned fuels except heavy 
fuel oil, the use of which however is limited by environmental legislation. As a result, it is expected 
that natural gas will displace LPG particularly in the domestic sector, where higher LPG prices and 
the added inconvenience of handling should be sufficient to attract customers. For industry, low 
sulphur gasoil (required by law since 1997) and natural gas are likely to be roughly equivalent in 
price. The penetration rate is therefore expected be more significant in the domestic sector and than 
in the industrial sector. 
 
ENVIRONMENTAL IMPACT 
For this project an environmental study has been conducted and results were approved by the 
various federal authorities and local municipalities in Mexico (Manifestacion de Impacto Ambiental 
Modalidad General del Proyecto de Construccion, Operacion y Mantenimiento de Una Red de 
Distribucion de Gas Natural para La Zona del Valle Cuatitlan-Texcoco). The potential impacts on 
the environment are considered temporary and mitigatable, or negligible mainly due to the urban 
character of the project area. The approval from the Instituto Nacional de Ecologia, Dirección 
General de Ordenamiento Ecólogico e Impacto Ambiental accepts and specifies the norms and 
measures suggested for the construction and operation of the grid.  
The natural gas will replace LPG as well as fuel oil and gasoil in the local energy markets, thus also  
helping to reduce polluting emissions in densely populated areas. In the European Union similar 
gas distribution projects in urban areas fall under Annex II of Directive 97/11/CE of 3 March 1997, 
which does not make a formal environmental impact assessment mandatory, but leaves the 
decision to the competent authority in charge to request it, if considered appropriate. 
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Technical Standards 
The technical standards applied to the project follow Mexican norms where appropriate, and American and 
European norms where appropriate. The technical bid of the promoter provides a list of 14 pages of norms, 
including international standards, such as ASME, ANSI, API and EN norms. 
 
Public Information, Transparency  
The natural gas sector is regulated in Mexico by the Comision Reguladora de Energia (CRE).  
Legislation applicable to natural gas, such as DIR-GAS-001-1996 and other publications, can be 
found on their web site (www.cre.gob.mx). Decisions taken by the CRE are generally published in 
the Diario Oficial de la Federacion.  CRE uses the journal as well for public consultation processes, 
as stipulated in Mexican law. As such the CRE has consulted the public on the gas directive various 
times in 1995/96, which led to an intensive exchange of information with interested parties and 
which provided input from the public to the directive. 
 
 
Monitoring  
The promoter provided regular information as requested by the Bank’s finance contract. The Bank 
is not informed about any environmental or social problem, which may have occurred during the 
implementation of the project. 
 
 
Tendering  
The CRE published in December 1997 two invitations for tenders in the Mexican Official Journal 
Diario Oficial de la Federación for the distribution of natural gas in the Mexico City urban area 
(Federal District and Valley of Cuautitlan-Texcoco). The Promoter has been successful for both 
permits on grounds of satisfactory technical standards and commercial criteria. Regulations 
required different operators in each zone, which led to the promoter choosing the Valley area. 
A significant number of companies had bought the tender documents and firm bids came in from 
bidders from Spain, USA, Mexico and France. Information activities were undertaken by the 
Investment Promotion Office Secretariat of Energy of the Mexican Ministry of Energy prior to 
tendering, in order to raise awareness of leading gas distribution companies in the US, Canada, 
Mexico and Europe for investment opportunities in the Mexican gas distribution market.  
 
Sustainability 
There are several aspects of sustainability associated with the project. Foremost is economic 
sustainability. The provision of a continuous supply of natural gas directly to customers’ premises 
through a fixed pipeline network were seen to have significant cost and convenience advantages 
over the alternatives that are otherwise available to Mexican consumers. At present, industrial and 
commercial consumers have fuel oil or liquefied petroleum gas (LPG) delivered to bulk storage 
tanks; residential consumers generally purchase LPG as butane or propane in 5-20kg bottles. In 
Europe, the economic cost of LPG is often double that of pipeline gas. In Mexico, the economic 
costs would also favour pipeline gas, however, due to national price control mechanisms on socially 
sensitive petroleum products, LPG has remained fairly competitive in some markets. In the long run, 
in a fully deregulated market, natural gas would be expected to displace LPG in urban areas where 
distribution networks are established. In addition, at an equivalent cost, consumers are provided the 
added convenience of not having to order and replace LPG supplies. 
The second aspect of sustainability is environmental. Pipeline distribution networks are relatively 
benign with respect to the environment once installed. Their main impacts are generally limited to 
disturbances to people in urban areas during construction. The need for additional natural gas 
transmission pipelines could have wider environmental impacts, but these would be dealt with 
through proper Environmental Impact procedures for investments outside the scope of this project. 
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In general, the project will lead to improvements in the environment in as much as it replaces 
“dirtier” fossil fuels such fuel oil, including the gasoline and diesel fuel used for transporting and 
delivering bottled gas. The third aspect of sustainability is social. In this, the project is responsible 
for a clear improvement. For many people, bottled gas is physically difficult to lift and its safety is 
always a concern. Accidents at home and during handling are not uncommon. Natural gas 
distribution networks have a long history of safe supply, in particular when constructed within 
modern technical specifications. In sum, the natural gas distribution network provides a long-term 
cost effective, safe and clean alternative for consumers in Mexico City. 
 

ANNEX 3 

 
QUESTIONNAIRE TO CONSORCIO MEXI-GAS, S.A DE C.V. 

 
 

This Questionnaire about the “Consorcio Mexi-Gas” and the European Investment Bank 
(EIB) loans is part of a Mexican Case Study about EIB Activities in Mexico which itself 
belongs to the report “The Development Impact of the European Investment Bank (EIB) 
Lending Operations in the Cotonou and ALA Framework” which has been commissioned by 
the European Parliament to Campagna per la Riforma della Banca Mondiale / CRBM - Italy. 
 
 
ID QUESTIONS 
 
First name: Vergès ____________________________________ 
Last name:  Nicolas_______________________________________________________ 
H: o        M:  X 
Personal Background:  Various positions as CFO in UK, Hungaria, France, Greece 
,Gabon_____________________________________________________ 
Title/Position:  CFO______________________________________________________ 
Telephone number: 52 (55) 52 84 40 17________________________________ 
E-mail address:  nverges@maxigas.com.mx____________________________ 
 
 
THE “CONSORCIO MEXI-GAS” 
 
 

1. Please write a short presentation of the “Consorcio Mexi-Gas, S.A de C.V.” 
CMG operates 1424 Km of networks of which 929 Km were built by the company for 130 000 
customers. CMG sells and distributes 1.3 Gm3 of gas. The increase for sales of gas 
2003/2004 was +14% and for the first time the company achieved a positive net profit in 2004 
due to the implementation of new tariffs approved by the regulator under which CMG 
operates.  
 
 
 
Please precise the following information: 
Director name: Tourres Jean_______________________________________________ 
Address of the Headquarter:Blv M Avila Camacho No 36 piso 17  
Col Lomas Chapultepec, Mexico,DF. CP 11000________________________ 
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Date of creation: 10/08/1998________________________________________________ 
Type of Company (Precise the Proportion of Mexican, International and/or European Capital, 
etc.):  SA de CV , 100% owned by Gas de France International  
Turnover:  928 MMXP (2004)_____________________________________ 
Net profit:  360 MMXP___________________________________________________ 
Staff:  287________________________________________________________________ 
Main activities:  Distribution of Natural Gas _______________________________ 
 
 
 

2. Does Mexi-Gas make its yearly activity report available to the public? 
YES o       NO X 

 
 
“THE MEXI-GAS PROJECT” 

AND THE EIB 
 
 

3. The EIB authorized two loans to “Consorcio Mexi-Gas”  (the first one on December 21, 1999 
for an amount of 26,611,472 Euros; the second one, on June 22, 2000 for 47,717,842 
Euros)  to the project “Construction and operation of gas supply network in Mexico City”.  
Can you confirm this information? 

YES X             NO  
 
 

4. Please describe the Mexi-Gas project briefly.  Precise final beneficiaries, objective(s), the 
different stages and execution period of each one, total amount, etc. 

 
In the frame of an International bid, GDF won the exclusivity right to sell and distribute 
natural gas in the Valle Cautiltlan Texcoco zone (VCT) 
 
5.   What are the advantages / disadvantages of the Natural Gas compared to other energetic 

resources? 
+safer, cleaner, cheaper, easy to use 
- needs a change of culture, needs to revisit and refit the internal installations for the 
households customers 
 
| 

6. Precise the goals in terms of economic, environmental and social development of the 
project? 
Develop an NG network according to international standards, provide an efficient, 
safe and honest service and a modern and competitive alternative towards customers 

 
7. How did the negotiation between the EIB and Mexi-Gas take place? 
Those in charge of the credit arrangement (¨Maxence Mirabeau and Philippe Frêne) are 
no longer in the company and our files do no show any documents related to that period. 

 
8. Which proportion of the total cost of the project did the EIB loans amount to? 
22.7% of total investments costs 

 
9. Can you precise the status of disbursement of each loan? 
4 disbursements in all have been completed 
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10.  Why in your opinion did the EIB select the Mexi-Gas project to be financed? 
Not in position to answer that question 

 
11.  Did Mexi-Gas have any kind of contacts with the Delegation of the Commission European in 

Mexico 
YES o               NO X 

 
If the answers to 12 it is YES, describe the type of relations that your company has / had with 
the EU Delegation. 

 
 
 
 
THE PROCESS OF APPROVAL 

 
 

12. Have analyses been carried out to appraise the project’s sustainability on a social and 
environmental level before the approval of the project? 

YES o            NO o 
Not in position to answer that question and the following 

 
 
If the answer to 12 is YES, please answer question 14 and 24. 

 
 
13. How much of the Bank loans were allocated to this pre-appraisal work? 

 
14. Who realizes those analyses? 

 
15. What kind of environmental or social impacts/criteria taken into account in the appraisal of 

the project? 
 

16. Were national (national Law and norms about gas), European (UE or EIB Environmental 
and Social assessments, etc.)  and/or International (World Bank safeguards, etc.)  
guidelines implemented to carry out the appraisal? 

YES O                NO o 
 
 

If the answer to 16 is YES, please indicate which guidelines were used. 
 
 
17. Did the appraisal include beneficiary population consultations? 

YES o                NO o 
 
 

If the answer to 17 is YES, please precise how the consultations took place and what instrument for 
consultation were employed. 
 
 
18. Were any negative environmental or social impacts detected? 

YES                   NO o 
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If  the answer to 18 is YES, describe which negative impacts were detected and describe the mitigation 
measures which have been implemented. 

 
 
THE PROJECT EXECUTION 
 

19. Did the project create any kind of major environmental or social problems? 
 
20. Has interim appraisal monitoring of the projects carried out? 

YES o              NO o 
If the answer to 20 is YES, please describe under which circumstances they were carried out.  
Precise responsible, techniques used, frequency, data retained, etc. 
 
 
21. Were negative environmental or social impacts detected? 

YES o              NO o 
 
 

If the answer to 21 is YES, describe which negative impacts were detected and describe the 
mitigation measures which were implemented. 

 
 

THE EVALUATION 
 
 
22. Has ex-post appraisal carried out? 

YES                 NO o   
 
 

If the answer to 22 is YES, please be specific as to the conditions of realization. 
 
 
23. How much interim and post-appraisal budget was allocated to solve outstanding 

environmental or social issues or failed impact on development? 
 
 
24. How yourself appraise the final impact of the project?  Do you think it complied with its initial 

objectives? 
 
 

INFORMATION ACCESSIBILITY 
 
25. Did procedures for informing the public about the project exist? 
 
 
26. Have progress reports and financial statements been provided? 
 
 
27. Does Mexi-Gas make documents of the “Mexi-Gas project”  (project Document, 

Environmental and Social Studies, Interim and ex-post evaluation reports, etc.) available to 
the public? 
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YES  0        NO o 
 
 

If the answer to 27 is YES, can you avail these documents to the consultant. 
 
 

 
Zambia Case Study 

 
 
 

Lending Activities of the European Investment Bank in Zambia and Its 
Impact on Development with Regard to European Union Co-operation 
Priorities195 
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1. Introduction 
 
The present case study is part of the report entitled “The development impact of European Investment 
Bank (EIB) lending operations in the Cotonou and ALA Framework” which was commissioned by the 
Directorate General External Policies of the European Parliament to organizations CRBM – Italy with 
the objective of deliver a sound background for the own initiative report of the Committee on 
Development on "the impact of the lending activities of the European Community in developing 
countries." As requested by the European Parliament this case study presents therefore the main 
findings and conclusions of an investigation carried out in by a local consultant to CRBM in Zambia 
during January and February 2005, and offers a general overview of the EIB lending activities in 
Zambia as well as an analysis of its development Impact with regard to the European Union and 
European Commission Cooperation Priorities for this country. The study focuses on analysis of overall 
trends of EIB lending priorities; rationale for financing projects in terms of development and economic 
co-operation, analysis of beneficiaries and compliance to EU, global and national standards and 
frameworks for sustainable development. 
 
For the purposes of this study, five EIB loan operations were selected for in-depth analysis. They 
include ZESCO’s Victoria and Kariba North Hydroelectricity Projects, First Quantum’s Bwana Mkubwa 
and Kansanshi Mines and Mopani Copper Mines. Furthermore, what concerns Global Loans, the study 
was extended to the Mining Sector Diversification Programme (MSDP) on the credit line awarded to 
Barclays Bank Zambia, in particular the Technical Assistance component of this loan. Finally, this 
report provides a list of expert recommendations to ensure that future operations do aid in fostering EU 
political objectives in Zambia. 
 
The information collected and analyzed for this study comes from various sources. These include one-
on-one interviews with key informants that including communities hosting the project, and project 
proponents as well as observation and questionnaires. Questionnaires were prepared for the project 
management of Bwana Mkubwa, Kansanshi Mine and Power Supply, and ZESCO. Documents of the 
EIB, the European Commission, and the Council of the European Union were another important source 
of information, as were documents defining the prevailing legal and administrative context in Zambia 
and independent analyses.196 
 
On the outset of the assessment, it is important to recognize that some constraints were encountered 
by the local consultant during the research, particularly those related to access to information as 
outlined in 3.3.4. 
 
2. European Investment Bank (EIB) Mandate in Zambia – 
The Policy Framework 
 
2.1 European Union External Policy Priorities 
 
The European Commission is the largest donor of development aid supported Zambia’s developmental 
efforts since independence in 1964197. Since 1975, total developments grants to Zambia stand at 
approximately 1.1 billion Euro which averages disbursements of more than 180 million Euros per year 
to Zambia in budgetary assistance. In ACP the EIB lends under the framework of the EU-ACP 
conventions (previously Yaoundé and Lomé, now Cotonou)198.  

                                                 
196 In the annex to this report a list of the interviews, questionnaires and survey carried out is provided. 
197 Delegation of the European Commission in Zambia website (www.delzmb.cec.eu.int/en/index.htm) 
198 For the purpose of this study only Lomé and Cotonou Conventions will be considered. 
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In ACP countries the EIB lends its own resources and in addition increasingly manages EU budget 
resources of the European Development Fund (composed of EU Member State funds managed by the 
Commission) either directly or by way of two complementary instruments: 
 

1. risk-capital operations199 used by the Bank to complement its loans with an EU guarantee200; 
2. interest subsidies201 for EIB projects coming from the EDF budget and administered by the 

Commission (until the 9th EDF came into force in April 2003.202 
  
Analysis for the period 1996-2004 shows that the use of budgetary resources from the EIB203 
amounted to 55 percent of the total amount that the Bank disbursed in ACP countries.204 In the context 
of EU development aid's strong focus on achieving poverty alleviation in ACP countries, a new 
investment facility was established in June 2003 with the specific aim of directing European investment 
into ACP countries to provide support to the private sector – in particular small and medium 
enterprises. 
  
The Cotonou Investment Facility (IF) replaces the former “risk capital” operations carried out under the 
Lomé Convention, making available more resources and new financial instruments205. The IF is 
managed by the EIB on behalf of the Commission and operates according to commercial principles of 
financial sustainability. The IF is expected to disburse 2.2 billion Euro raised through the EDF between 
2003 and 2008. Additionally, in the same timeframe the EIB is to make 1.7 billion Euro available from 
its own resources. The IF is set up as a revolving fund, with return flows invested in new projects in 
order to assure ACP countries of the future availability of resources.206 
 
 
 
The European Union external policy priorities in Zambia are in particular set forth in two documents: 
The Cotonou Agreement and the Zambia Country Strategy Paper (CSP)207. 
 
The Cotonou Agreement states in Article 19.1 that  

"the central objective of ACP-EU co-operation is poverty reduction and ultimately its eradication; 
sustainable development; and progressive integration of the ACP countries in the world economy."   

 
It further spells out, in Article 20.1 that  

“ACP-EU co-operation strategy shall aim at [...] achieving rapid and sustained job-creating 
economic growth, developing the private sector, increasing employment, improving access to 
productive economic activities and resources, and fostering regional co-operation and 
integration”.208 

                                                 
199 Concessionary loans with special conditions relating to the duration of debt consolidation, making them comparable to 
capital investment. 
200 The EIB and the Commission define this guarantee as a “budget guarantee” although this guarantee in the ACP region 
comes from the EDF budget. In Mediterranean countries it comes instead directly from the EU budget. Under Cotonou, the 
Commission does not administer the guarantee – as it was the case under the Lomé Convention; this function is now covered 
by Member States. See: COM(2004)763 final, European Development Fund (EDF), Estimate of commitments and payments, 
and of contributions to be paid by the Member States for 2004 and 2005 
201 For a detailed explanation of interest subsidies under Cotonou see chapter 2.2. 
202 COM(2004)763  
203 Including risk-capital operations, use of EDF budget under the new Investment Facility, and interest subsidies. 
204 For this section see Annex 2 , tables 2.1 and 2.2. 
205 Operational Guidelines of Investment Facility, Version of 17th October 2002 
206 EU -ACP Partnership Cotonou Agreement of 23 June 2000 – The Investment Facility and Loans from EIB's own resources: 
outline of Terms and Conditions (EIB, June 2002) 
207 Zambia – European Community Country Strategy Paper and Indicative Programme for the period 2001-2007 
208 Operational Guidelines of Investment Facility, Version of 17th October 2002 
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The EIB recognizes that  

“The central objective of the Cotonou Agreement is poverty reduction and its ultimate 
eradication and this is to be achieved through economic growth and the integration of the ACP 
economies into the world economy. The focus is on developing the private sector, seen as the 
main engine of economic growth. Under the Cotonou Agreement viable revenue- generating 
projects in all economic sectors are eligible.”209. 

 
The Zambia CSP was drawn up in accordance with the provisions of Articles 2 and 4 of Annex IV to the 
ACP-EC Partnership Agreement.210 Poverty reduction is the main focus of EU assistance to Zambia. 
The EU in the past has supported Zambia in various sectors such as roads, education, rural 
development, water supply, tourism, emergency relief, joint research, governance and the fight against 
HIV/AIDS. In the current CSP, EC assistance focuses primarily on two focal sectors211: 
 

1. Transport and infrastructure development (the Government has identified the development of 
agriculture, mining and tourism as the corner stones for future economic growth and poverty 
reduction in the rural areas) 

2. Institutional development and capacity building 
• Core area 1: capacities for financial and economic management;  
• Core area 2: develop capacities for public-private dialogue as a basis for building a policy 

and institutional environment to promote private sector led economic growth, particularly in 
the areas of investment, export promotion and trade) 

 
The CSP further defines EIBs contribution towards the priority areas (Section 5.2): 

„The contribution of the EIB to the development finance co-operation with Zambia will 
be the provision of long-term assistance to promote private sector growth and in helping 
to mobilise domestic and foreign capital for this purpose. In this respect, the EIB 

support will be complementary and instrumental for the implementation of the second core area of 
focal sector 2. [...] EIB will focus on three main areas of intervention. First, close co-operation with 
local financial intermediaries to support small and medium scale enterprises through global loans or 
equity funds. [...] Second, financing infrastructure projects in the power, water and sewerage, 
transport and telecommunications sectors. [...] Third, direct funding of large individual projects, 
where the Bank can contribute value added in the technical and/or financial structuring of the 
investment.“ 

 
Further priorities are macroeconomic support for the productive sectors of the economy, as well as 
health and education as non-focal areas are main elements of EU support and co-operation in Zambia. 
The CSP envisages indicative programmable financial resources for the period 2001-2007 available to 
Zambia for  an ‘A- Allocations’ of 240 million Euros while the ‘B- Allocations’ amounts to 111 million 
Euro.212 The EIB contributes to the implementation of the present Country Strategy Paper by 
operations financed from the Investment Facility and/or from its own resources, in accordance with 
Articles 3 (a) and 4 of the Financial Protocol of the ACP-EC Partnership Agreement213. 
 
 

                                                 
209 EIB Annual Press Conference 2005, Briefing Note N°10, Luxembourg, 3 February 2005 
210 Zambia-European Community Country Strategy Paper and Indicative Programme 2001-2007 
211 Zambia-European Community Country Strategy Paper and Indicative Programme 2001-2007: Section 5.1 “Focal Sectors 
and Macroeconomic Support” 
212 The A-allocation is destined to cover macroeconomic support, sectoral policies, programmes and projects in support of the 
focal or non-focal areas of Community Assistance. The B-allocation is destined to cover unforeseen needs such as 
emergency asistance (here such support cannot be financed from the EU budget); contributions to internationally agreed debt 
relief initiatives, and support to mitigate adverse effects of instability in export earnings 
213 See the Country Strategy Paper 
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2.2.  National Policy Priorities - Poverty Reduction Strategy Paper  
 
In an effort to address the high national poverty levels, Government of the Zambia, with the support of 
its cooperating partners developed a Poverty Reduction Strategy Paper (PRSP).214  
 
According to the PRSP poverty should be measured from three perspectives: 
 
1)Income perspective - The Zambian imperative of quantification of poverty in Zambia, which is done 
by the Central Statistical Office (CSO), is poverty determined through the poverty line215.  
2) Basic needs perspective - A person is poor if he/she falls short of the material requirements for 
minimal acceptable fulfillment of human needs. This concept goes beyond the lack of income. 
3)Capability perspective - A person is poor if he/she lacks certain basic capabilities to function which 
include physical ones such as adequate food, clothing, and shelter to more complex social 
achievements such as participation in the life of the community.  
 
The other imperative that has recently been developed is according to the PRSP the Human Poverty 
Index (HPI), developed by the United Nations Development Programme (UNDP) in its 1997 Human 
Development Report216. The ranking of Zambia in terms of Mahbub ul Haq, Paul Streeten and Amartya 
Sen’s paradigm Human Development Index217 (HDI) in 2003 was 163 out of the 175 countries 
surveyed (Government of the Republic of Zambia and United Nations Systems in Zambia, 2004: 2). 
This reversal in human development is stunning. It is the only country in the world to record HDI which 
is by far less than its HDI position in 1975.218 
 
While it is not clear from the Zambia CSP drawn up in accordance with the provisions of Articles 2 and 
4 of Annex IV to the ACP-EC Partnership Agreement219which approach to poverty measurement has 
been adopted so as guiding principle to the CSP poverty reduction strategies it must be outlighted in 
the Zambian context, poverty is as lack of access to income, employment opportunities, and normal 
internal entitlements for the citizens to such things as freely determined consumption of goods and 
services, shelter and other basic needs of life. Statistics show that around 73 percent of Zambians are 
classified as poor, with poverty being more prevalent in rural areas compared to the urban areas at of 
83 percent and 56 percent respectively.  
In 1991 the percentage of population below the established poverty line stood at 69.7 percent, This 
later soared to 72,9 percent by 2003.220 
 
It is acknowledged221 that Zambia, until two decades ago was one of the most prosperous countries in 
Sub-Saharan Africa, and that it now ranks as one of the Least Developed Countries. But now, the 

                                                 
214 Zambia PRSP Document 
215 The poverty line is considered as the amount of monthly income required to purchase basic food to meet the minimum 
caloric requirement for a family of six people. 
 
216 This concept emanates from Mahbub ul Haq’s broadest vision of people centred development in which economic growth is 
serves to enhance the well being of the majority. Haq, M. ul. 1995. The Human Development Paradigm. New York: Oxford 
Press. 
217 See Haq, M. ul. 1995. The Human Development Paradigm. New York: Oxford Press. 
218 King-Akerele, O., 2000. 
219 Zambia-European Community Country Strategy Paper and Indicative Programme 2001-2007 
220 Central Statistics Office. 2004b. Living Conditions Monitoring Survey Report 2002-2003.Lusaka: Government Printers 
221 National Commission for Development Planning.1979. Third National Development Plan 1979-1983. Lusaka: Government 
Printers 
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majority of the people suffer from weak purchasing power, homelessness, and insufficient access to 
basic necessities such as education, health, food, and clean water.222 
 
 
The PRSP was developed after extensive broad-based nationwide consultations.  Put simply, the 
following issues were identified as priority areas of intervention for sustainable development in Zambia: 
 
Lack of Economic Growth: This is attributed to Zambia’s the lack of sustained levels of positive 
growth exacerbated by increased income inequality, the persistence of discrimination against women 
and the girl child, insufficient investment in economic and social infrastructure to keep pace with 
requirements for rapid growth, and the HIV/AIDS pandemic. 
Despite the comprehensive macroeconomic reforms that have been implemented in Zambia in the past 
ten years, there has not been any significant growth in the economy223.  
  
High Inequality: High level of inequality has also been identified as another aspect that hampers 
prospects for growth as well as the as the subsequent impact of any growth on poverty.  
The PRSP says income inequality has been proven to be very high in Zambia with Rural-urban, inter-
provincial and inter-social strata disparities evident . Inequality is blamed for causing the poor not to 
easily access credit and this is one of the reasons why female headed households, small-scale farmers 
and small-scale miners, constitute the poorest social stratum in Zambia. Their survival depends of 
available natural resources within their vicinity. Perhaps this explain the Environmental Council of 
Zambia224 is concerned with the rapid environmental degradation in Zambia, otherwise intervention to 
improve their livelihood is key to sustainable development.225 
 
High Debt Burden: The debt service on average accounting for 10 percent of the GDP, has 
contributed to expenditure on all the social sectors together accounting for only 5 percent.  The PRSP 
say inadequate expenditures on economic and social services have contributed to the “debilitation of 
the country’s stock of human and economic capital and this in turn has constrained growth”.  The 
PRSP on the subject matter concludes that Zambia needs debt relief. Although Zambia has benefited 
from debt relief agreements from the Paris Club since 1985, these ‘traditional relief mechanisms have 
not yielded sustainable debt position’. Zambia in 2000 qualified to enhanced Highly Indebted Poor 
Country (HIPC) status226.  Expected to reach HIPC completion point in 2003, the country did not 
achieve it and Zambia’s ability to achieve the MDGs through redirection of resources from debt service 
to poverty reduction activities was hindered’227. 
 
Excessive External Dependence: According to the PRSP, the absence of growth and the huge debt 
burden have made external funding a necessity. External funding constituted, for instance, 89 percent 
and 84 percent respectively of the total spending in the water and sanitation sector in 1995 and 1996, 
compared to 31 percent in 1990. In 2001, 53 percent of the national budget was expected to be funded 
from outside. But it must be noted that in recent years – despite international calls to meet the MDGs - 
aid to basic social needs such as water and sanitation, health and education, as a proportion of total 
bilateral disbursements, has been declining. 

                                                 
222 Central Statistics Office. 2004b. Living Conditions Monitoring Survey Report 2002-2003.Lusaka: Government Printers 
223 Government of the Republic of Zambia. 2000. National Capacity Building Programme for Good Governance in Zambia. 
Lusaka: Government Printer 
224 Environmental Council of Zambia. 2001. State of Environment in Zambia 2000. Lusaka: Environmental Council of Zambia. 
225 Chambers, R. 1992. Sustainable Livelihoods: The Poor’s Reconciliation of Environment and Development. New York: 
Routledge. 
226 Millennium Development Goals Progress Report 2003 Zambia. 
227 Millennium Development Goals Progress Report 2003 Zambia 
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Burden of Diseases: Both the PRSP and MDG Report state that diseases have worsened the poverty 
situation. At the time when resources are already low, HIV/AIDS has increased the disease burden 
beyond the individual level and thus adversely impacts on the economics of the family, the health 
system, the working environment as well as human capital and many others.” 
Lack of Planning: The PRSP recognizes the fact that even with diminished resources, poverty would 
have been less in Zambia with better planning, in particular, ‘with superior prioritization of resource use 
and better governance in general.’ Lack of long term planning is a legacy left by President Dr Fredrick 
Chiluba’s government that abandoned the Fourth National Development Plan, and launch fully fledged 
SAP.228 
 
It has already been acknowledged that the economic reform programme has been less successful in 
stimulating expansion while it has created untold hardship for the majority of Zambians. Between 1992 
and 2000, the average percentage of Zambia’s Gross Domestic Product has been negative at  -0.2 %, 
while government figures attest to 20% paid job losses in the same period. 
 
2.2.1 Mining and Poverty eradication 
 
Over the years, the national economy has developed a comparative advantage in copper and cobalt 
mining than other minerals. The PRSP proposes mining as one of the industries for intervention for 
poverty eradication in Zambia. With a private sector-driven mining industry, it is hoped that the sector 
will be better leveraged to spearhead economic growth and poverty reduction efforts.  
  
The fundamental role that the mining sector plays in national development was also seen in its 
backward and forward linkages that exist between this sector and others. The actual contribution of 
mining to wealth creation in the economy is far-reaching and has significant multiplier effects that can 
impact on the general uplift of the country through employment creation, income generation, and 
stimulation of industrialization and infrastructure development . 
According to the PRSP, lately, large scale mining has been generating between six percent and nine 
percent of GDP, and contributes about 40,000 jobs to the total national formal sector employment that 
currently stands at about 470,000. 
 
Moreover the PRSP proposes orderly development of small-scale mining, as this sector is also capable 
of lowering poverty through the creation of development zones. Small scale mining may also offer a 
facilitating environment to support cottage industries that are related to pottery making, brick making, 
and increased demand for skills essential to run mining equipment and machinery.  
 
For small scale mining, the gemstone segment holds great potential for spearheading rural 
development since most gemstones and other mineral deposits amenable to small-scale mining are 
located in rural areas. However, this segment is severely constrained as it lacks appropriate credit 
facilities and requisite production and valuation skills, and obtains in areas where infrastructure is least 
developed. The sub-sector has also been adversely affected by excessive illicit trafficking in gemstones 
in the absence of a better organized market. 
 

Proposals for Poverty Reduction in Small Scale Mining 
 
The Small Scale Mining Sector Loan Facility so-called Sysmin (Mining Diversification) Programme is a 
facility designed to facilitate diversification under small-scale mining to broaden the focus of production 
from gemstones to include agro and industrial minerals. Proposed Financing Mechanisms for the small 
                                                 
228 Government of the Republic of Zambia, 2000: 6-9 
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mining sector  were 1) an Enterprise Development Fund (EDF) ; 2) a Trade and Enterprise Support 
Facility (TESF) 3) the creation of a revolving fund for provision of working capital 4) proposed Joint 
ventures/partnerships. For sustainability, the PRSP proposes creation of Mining Community 
Development Fund - under the point 1 above - that is intended to ensure owners of productive mines 
contribute directly to the development of communities in areas where they operate. 

 

Proposals for Poverty Reduction in Large-Scale Mining 
 
In large scale mining sub-sector, the PRSP identifies two major programmes, namely: 1)Infrastructure 
development that entails the rehabilitation of the dilapidated rail and road networks, including export 
routes to the southern ports that also need urgent rehabilitation; 2)The development of the Lumwana 
Copper Project in Northwestern province 
 
2.2.2 Energy and Poverty Eradication 
 
The PRSP identifies energy as a major issue directly related to poverty reduction, sustained economic 
growth, and environmental protection through availability of sustainable energy services. Energy and 
poverty are directly related in that low income households, for example, tend to rely on basic forms of 
energy such as firewood and charcoal, while high income households use better forms of energy such 
as electricity.  
 
The PRSP discourages use of low forms of energy such as wood, dung, and other biomass lead to 
indoor air pollution, a major by-product of traditional energy sources. If uncontrolled, this has potential 
to further diminish the quality of life of poor households. Other than for environmental considerations, 
the PRSP also rates energy as critical input in that it has capacity of earning foreign exchange. Further 
more, this sector employs between 6,000 and 60,000 workers in electricity and charcoal industries 
respectively. 
 

Targets for Energy Sector Poverty Reduction 
 
The PRSP envisages to: 
 
- Increase the electricity the national access rate from the current 20 percent to 35 percent by the year 
2010. In rural and urban areas, this will translate to access rates of 15 percent and 50 percent 
respectively. - Reduce the production of charcoal by about 400,000 tonnes by 2010. To do this, the 
PRSP plans to promote efficient production and utilization as well as encouraging the use of other fuels 
such as electricity, millennium gel fuel, and liquid petroleum gas by low and medium income groups 
instead of charcoal. 
 
- Increase from current levels electricity exports to neighboring countries by 300 percent by the year 
2010. 
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Proposed PRSP Poverty Reduction Interventions in Energy Sector  
 
Three PRSP interventions are proposed: 
 
- The first intervention is enhancing the capacity of current energy delivery infrastructure through 
rehabilitation and/or refurbishment to ensure reliable and efficient supplies, and to ensure access by 
more people. Two major projects are proposed under this intervention viz: 

 
 Power Rehabilitation Project: It is funded by a consortium lead by the International 

Development Agency (IDA).  Funds for the project are estimated at $235 million. The 
financing is split between credits from IDA, EIB, and Development Bank of Southern Africa 
(DBSA). 

 
 Petroleum Rehabilitation Project: The aim of this intervention is to minimize the use of 

wood fuel because of its adverse effects on the environment. When fully operational, the 
programme will result in annual wood savings of about 10 percent of total wood 
consumption, which is equivalent to 400,000 ton per annum. 

 
- The second intervention is creating new energy delivery infrastructure through, for example, building 
new power stations, transmission lines, etc. to cater for increased domestic demand and export. 
 
- The third intervention is targeted at increased access and promotion of alternative sustainable energy 
technology. 
 
3. Lending Activities and Priorities of the EIB in Zambia 
 
From 1994 till 2004 the EIB allocated a total of 205,7 million Euro to Zambia, both in individual loans 
and under the global loan scheme (annex 1). Investments are spread throughout the energy sector 
mainly for oil and hydropower projects (66,5 million Euro or 32,3%), support for large-scale mining 
operations (48,0 million Euro or 23,3%), industry development (i.e. cotton and palm oil) (6,7 million 
Euro or 3,3%) and the financial sector through 10 global loans adding to a total of 84,5 million Euro 
(41,1%). During its operation in Zambia, EIB thus has concentrated on the provision of global loans to 
financial intermediaries (with a total of 142 allocations) targeting agricultural development and SME 
support, in particular in private sector ventures and small and medium scale ventures in non-traditional 
mining. Still, individual EIB loans are predominantly concentrated on few projects in the energy and 
extractive industries sector with to a certain extend limits the potential for industrial diversification. 
 
The present assessment focuses on development impact, social welfare enhancement and use of EU, 
international and national good practice identified with reference to three individual projects for the 
mining sector, the two individual projects for the hydropower sector, and a selected project from the 
Global Loans for SMEs supported in the last ten years. 
 
Due to the predominance of larger-scale industrial projects in EIBs loan portfolio and due to the lack of 
detailed information regarding the nature of activities under the global loans provided to Zambia, this 
study will concentrate on several mining projects, namely the Bwana Mkubwa mining expansion, the 
Kansanshi Mine, the Mopani Copper Mines and the Mining Sector Diversification Programme (MSDP), 
as well as the two Hydro Power Project (“ZESCO projects”), namely the ZESCO Victoria falls and 
Zesco Kariba north project. 
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3.1 EIB Lending in the Energy Sector 
 
 
3.1.1 Kariba North Project 
 
ZESCO, the public power utility of Zambia, utilizes EIB loans for the rehabilitation of two major power 
stations: Victoria Falls and Kariba North. The Kariba North project is located at Kariba along the 
Zambezi River in Siavonga District of Southern Province of the Republic of Zambia. The project 
proponent is Zambia Electricity Supply Corporation (ZESCO). According to ZESCO229, Euro 22 million 
was borrowed through the Lome Convention 4 financial protocol 2 for this project, while the 
counterchecking on the EIB Loan Portfolio made available230 shows Euro 21 million fixed interest loan 
was signed and disbursed in September 1998 under energy sector.  
 
3.1.2 Victoria Falls Project 
 
This project is located at Livingstone along the Zambezi River in the Livingstone District of Southern 
Province of the Republic of Zambia. The projects comprises the rehabilitation of generating facilities at 
the Victoria Falls hydropower station. The project proponent is Zambia Electricity Supply Corporation 
(ZESCO). According to ZESCO231, Euro 22 million was borrowed through the Lome Convention 4 
financial protocol 2 for this project, while counterchecking on the EIB Loan Portfolio made available 
shows Euro 20, 500 million fixed interest loans was signed and disbursed in the September of 1998 
under energy sector.   
 
3.2 EIB Lending Mining Sector 
 
3.2.1 Bwana Mkubwa Expansion Project 
 
Bwana Mkubwa Mine is located about 15km southeast of Ndola within the area known as the 
Copperbelt of Zambia. The project proponent is First Quantum who operates a tailings leach 
hydrometallurgical treatment plant comprised of an acid plant and copper leach/electro-wining plants. 
The project will expand the existing copper production facility near Ndola. According to EIB Loan 
Portfolio made available, Euro 14 million flexible interest loans was borrowed through the Lome 
Convention 4 financial protocol 2 for this project, signed and disbursed in August 2002 under industry 
sector.   
 
3.2.2 Kansanshi Copper Project 
 
This project is located in Solwezi District of North Western Province in the Republic of Zambia. The 
project proponent is First Quantum. The project will develop an open-pit cooper mine. According to EIB 
Loan Portfolio made available, Euro 34 million variable interest loans was borrowed through the 
Cotonou Investment Facility for this project, signed and disbursed in December 2003 under the mining 
sector.  
 

                                                 
229 Meeting held on 23rd February 2005 in Lusaka between ZESCO team lead by Mrs Elenstina Mwelwa and consultant 
230 E-mail copy of Loan Portfolio in Zambia made available by EIB, Brussels attached hereto as Appendix 2. 
231 Meeting held on 23rd February 2005 in Lusaka between ZESCO team lead by Mrs Elenstina Mwelwa and consultant 
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3.2.3 Mopani Copper Mines 
 
The project is located within the existing industrial area of Mufulira. The project proponent is Mopani 
Copper Mines. EIB contributes to the rebuilding and modernization of the Mufulira Copper smelter and 
an update of the associated infrastructure. The contract signed 25.02.2005 foresees a financial 
contribution of up to 50 million Euro. 
  
3.2.4 Mining Sector Diversification Program and Small Scale Mining 
Ventures 
 
As noted in the PRSP small scale mining “holds great potential for spearheading rural development 
since most gemstones and other mineral deposits amenable to small-scale mining are located in rural 
areas”. Thus EIB support for small-scale mining is commendable. EIB made available a total of 8 
million Euro of variable interest loans for small and medium scale ventures in the non-traditional mining 
sector signed and disbursed under its global loan sector in 2000232. In January 2002, the EU launched 
the Mining Sector Diversification Program (MSDP) reinforcing this initiative. The five-year project aims 
to promote the sustainable development of the non-traditional mining sector in Zambia.  
 
MSDP started on a commendable note by executing a highly appreciated training programmes233. 
Unfortunately, needed loans for setting up ventures are difficult to access: As was noted in the 2002 
MSDP Annual Report, the intermediary banks engaged by EIB have profiteering at heart rather than 
the risky business of poverty alleviation234. Hence these banks opted to buy government bonds, or 
onward lend to the government which provides better interest margins to these banks than MSDP 
clients would have under the EIB/FF. The intermediary banks opted to commit the funds on project 
activities more lucrative and not the risky small-scale mining ventures. As a result beneficiaries of 
MSDP are the financial intermediaries and not the small-scale miners235. It is no wonder that the 
number of participating banks swelled very quickly yet small-scale miners to lend to remained the 
exception236. Loan conditions for securing the loans have been a major impediment in the 
implementation of the MSDP to date237. Although proposals are said to have suggested to EIB to 
change loan conditions to increase access by smaller producers, “the matter is still pending” 238. 
 
3.3 EIB Loan Activities and EU Development Priorities 
 
While in the following sections EIB loan activities are evaluated against their environmental, social and 
economic impact, first we would like to explore projects’ consistency with EU and international 
development priorities. For this purpose EIB loan activities have been assessed against the EU 
Country Strategy Paper 2001-2007 as well as the Zambia PRSP 2OO2239.  
 

                                                 
232 Mining Sector Diversification Program (http://www.msdp.org.zm/) 
233 Interviews with the President of the Emerald Miners Association of Zambia and the General Secretary of the North Western 
Small Scale Miners Association 
234 Mining Sector Diversification Programme, Annual/Forth Quarter 2002 Report, 2002: 1-2 
235 Meanwhile President of the Emerald Miners Association of Zambia, Mr. George Shaba called the MSDP a “sham” whilst 
his counterpart at Northwestern Small Scale Miners Association Vice Chairman Mr. Fred Kasongo simply said “we are stuck”. 
Both leaders, who between them have a membership of more 1000 small scale miners as members, were appreciative of the 
training rendered to their members, but expressed deep regret that the MSDP programme was a “non starter” and “useless” 
beyond the training provided. 
236 In the 2002 MSDP Annual Report it was noted that should the “present EIB/FF remain unchanged, there appears to be little 
prospect that any substantial use of the facility will occur in the coming year… (and that) the situation needs urgent attention”. 
237 Reconfirmed by Alex Mutale, MSDP Regional Advisor- Copperbelt, North-Western and Luapula Provinces 
238 Mining Sector Diversification Programme, Fourth Quarter 2004: 1-3 
239 Zambia-European Community Country Strategy Paper and Indicative Programme 2001-2007; Zambia PRSP 
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All EIB-supported projects respect the rational of allocation between priority sectors given by the PRSP 
and the CSP in broad terms. Loan activities in the energy and mining sector fall under second 
(financing infrastructure projects) and third area of EIB intervention (direct funding for large individual 
projects) as outlined in the CSP and under the first of the priority areas of intervention of the PRSP. EIB 
itself assessed compliance with national development priorities although assessment criteria applied by 
EIB were not revealed240. However, it remains unclear whether EIB investment support in Zambia is be 
driven by social and environmental demands contained both in the CSP and in the PRSP as well as by 
economic considerations (details below).  
 
The objective of strengthening economic growth by supporting private sector activities in areas of 
public relevance for institutional development and capacity building initiatives is thus calling for a re-
evaluation of the mainly economic demand-driven philosophy of EIB lending in Zambia. Moreover also 
addressing high inequality as mandated by the PRSP has not been the focus of the EIB projects in 
Zambia which – as we will see below in this chapter- were coherent with the intervention sectors 
proposed by the EIB but not with the targets for national electrifications and reduction of charcoal use.  
 
Although EIB lending in Zambia is in principle coherent with PRSP and CSP priority areas,  at 
implementation stage EIB interventions in Zambia tended to under-prioritize local growth (which is the 
first priority of the PRSP) through programs that focus directly on creating opportunities for poor people 
to improve their income or their capability to meet basic human needs. For instance, improving energy 
services by increasing the use of energy carriers and enhancing the capacity of current energy delivery 
infrastructure through rehabilitation and/or refurbishment (to ensure reliable and efficient community 
supplies has been prioritized) was started but did’nt deliver in terms of poverty alleviation at local level 
(annex 3 and 4). 
 
While the PRSP says significant poverty reduction requires a substantial injection of resources into 
poverty reduction activities it emphasize that it is not possible to do so without local growth otherwise 
there can be little increase in domestic resources either through savings or tax revenues. 
 
In this contest it must be noted that the most ambitious economic reform programmes in Africa - where 
underlying laws were reformed to drive the liberalization of the economy such as removal of all forms of 
subsidies, removal of price controls, deregulation of interest and foreign exchange rates, privatization 
of all quasi-state firms, import control regulations eliminated - have instead failed to reduce poverty 
through local growth.  
 
Foreign exchange regulations were abolished so that foreign companies were free to bring in foreign 
money for investment but also take out 100% if they so wished. In addition, foreign investors were free 
to negotiate tax rebates, with financial holidays, stabilization periods and environmental indemnities of 
up to 20 years.  
 
 
The second core area under the second focal sector in the CSP foresees EIB support for the provision 
of long-term assistance to promote private sector led growth in Zambia particular in the areas of 
investment, export promotion and trade. The CSP further encourages the EIB to focus on co-operation 
with local financial intermediaries for SME support through global loans, financing in the power, water 
and sewage, transport and telecommunications sectors and direct funding for not further specified 
larger projects. Yet the specified priorities within the transport sector do not seem to be adequately 
addressed in the EIB’s current loan portfolio (annex 1) which heavily leans towards energy and mining 
support. Taking into account the EIB’s unique experience in the support for infrastructural development 
elsewhere the Bank is currently missing out on the opportunity to fully adopt the CSP approach to 
poverty eradication and sustainable development in Zambia in this respect.  
                                                 
240 Answers to question 5. A&B (annex 6) 
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3.3.1 Environmental considerations 
 
Although both the Victoria Falls and Kariba North Bank Projects projects were started long before the 
CSP and PRSP, they form a vital component of both strategies since poverty reduction, sustained 
economic growth, and environmental protection through availability of sustainable energy services are 
a priority. For all large-scale mining projects an Environmental Management Plan (EMP) has been 
developed. For Bwana Mkubwa mine no Environmental Impact Assessment (EIA) was done prior to the 
approval of the rehabilitation project, the EMP was developed only in February 2004. Yet, both the EIB 
guidelines and Zambia national legislation on EIA require prior assessment before development. Both 
Bwana Mkubwa and Kansanshi Copper Mines could not be fully assessed on account that they did not 
respond to the questionnaires sent out to them241.  
 
Major sources of pollution at Bwana Mkubwa Mine are acid plants (air), electro-wining operations (air 
and water) and reclamation leach operations (water and leachates). Water pollution into the 
Munkulungwe stream from the leach operations is what has significantly and negatively affected the 
communities of the Munkulungwe and Mutalula Farming blocks (CBE 2002). The pollution of the 
Munkulungwe stream caused by mining operations is clearly not acceptable under international  best 
practice such as the OECD Guidelines for Multinational Enterprises242 or the Minerals Association of 
Canada Guidelines243.  
The overall finding of the mission was that the activities of the Bwana Mkubwa Mine had caused a loss 
in crop yield and business, discomfort, infringement of human rights, breaching of both national 
legislation and international corporate principles for local communities. Thus Bwana Mkubwa Mine 
management disrespected its own Environmental Management Plan which states that the leach plant 
should be a “zero-discharge” facility under normal operating conditions and that no plant effluent, plant 
site runoff or tailings dam drainage should be released in surface water (CBE 2002). 
 
Furthermore, health, safety and welfare of local residents has been endangered while the general 
environment and public infrastructure has also been damaged. In general reliance on large mining as 
stated also in the World Bank Extractive Industries Review of 2004 has demonstrated not to have a 
positive impact on poverty reduction if not accompanied by complementary actions in the capacity 
building and governance sectors. 
 
After meeting ZESCO officials244 for the two hydropower projects, it is observed that issues of 
environmental and social integrity were not seriously taken into consideration at both ZESCO power 
projects at design stage. Hence huge stocks of persistent organic pollutants in PCBs oils and 
equipment were accumulated and up to date ZESCO is stuck with these contaminations. At the 
moment ZESCO has no capacity to dispose of the PCBs containing material. If an adequate appraisal 
would have been carries out prior to project approval, appropriate intervention could have been 
planned at a time when the project was still planned. Furthermore, the existence of big quantities of 
                                                 
241 Email from EIB to consultant dated 23rd February 2005 on account of an ongoing litigation between First Quantum Mines 
and the consultant. Prior to that both Bwana Mkubwa and Kansanshi management had confirmed their readiness fro response 
pending EIB go-ahead. The litigation case in point was instituted when in 2002 Bwana Mkubwa after securing funding from 
EIB proceeded with project implementation without undertaking an environmental assessment. The litigation aimed to stop the 
expansion until an environmental impact assessment was approved by the environmental council and decision letter issued, 
and to seek compensation for the affected communities. Compensation was solved by settlement after Bwana Mkubwa paid 
off the affected communities. Regarding the former, an offer was made early last year to withdraw the matter after Bwana 
Mkubwa’s Environmental Management Plan for the project was finally approved by the Environmental Council of Zambia. A 
response to this effect is still awaited. 
242 www.oecd.org/department/0,2688,en_2649_34889_1_1_1_1_1,00.html 
243 www.natural-resources.org/minerals/csr/docs/guidelines/PDAC%20-%20BP%20and%20Reporting%20Guidelines.pdf 
244 Meeting held on 23rd February 2005 in Lusaka at Zesco Head Office: Present for ZESCO were Principal Environmental 
Scientist Mrs. Mwelwa Elastina, Social Scientist Brenda Musonda, Project Manager Mr. Kasaro, Project Planning Engineer Mr. 
Edwin Kunda.  
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PCBs (i.e. internationally banned substances) at ZESCO, is another very serious concern for the local 
population. Disposal arrangements for these substances are still absent while EIB subscribes to World 
Bank Pollution Prevention Abatement Procedures (PPAP). If World Bank standards are to be followed, 
PCBs would have to be disposed off already, as the World Bank did with ZCCM facing a similar 
problem years ago.  
 
According the latest press release issued by the Environmental Council, Zesco Limited has been 
charged K68, 000, 000 (sixty eight million Kwacha) as penalty and licenses fees for various offences 
committed under the Environmental Protection and Pollution Control Act (EPPCA) at it’s Kariba North 
Bank and Kafue Gorge Hydro Power Stations245.   
 
Interviews with ZESCO staff and key representatives of small scale miners revealed that external 
monitoring is not as vigorous as the case is with World Bank Projects, such as with the Copperbelt 
Environment Project (CEP). ZESCO operations do not have scheduled external monitoring on social 
and environmental integrity issues. Since 1998 ZESCO has had no external environmental and social 
monitoring mission which could have reported back on the environmental situation to the EIB. 
Meanwhile the World Bank does undertake environmental and social monitor the other component of 
ZESCO’s  Power Rehabilitation Project. EIB operations in this sector did not undertake an assessment 
of compliance with World Commission on Dams strategic guidelines246 and thus are not in compliance 
with international best practice (See Annexes 3-6). 
 
According to the IF guidelines, EIB will only invest in projects that are environmentally sustainable247. 
“For all projects, an appropriate assessment must be carried out of their main effect on the environment 
and, if relevant, of the proposed mitigation and compensation measures… [A project] expected to have 
a significant impact on the environment must be subject to a full EIA” Compliance with national 
environmental legislation and comparable to World Bank guidelines248 should not substitute for the 
need to evaluate the environmental impact based upon the guidelines, principles and standards of 
environmental norms and policies of the EU249. But what transpired on the disbursement of Bwana 
Mkubwa Loan exposes lapses in adherence to these provisions. From the record provided by EIB, it is 
evident that the loan was already disbursed in 2002 but the EMP for the project was only done and 
approved in 2004 leaving little room for environmental appraisal by either EIB or the project promoter. 
 
Also the aim to ensure access by more people or creating new energy delivery infrastructure to cater 
for increased domestic demand and export was not achieved. Moreover hydropower energy generated 
through large dams has been mainly used for export to Zimbabwe and did’nt assume the function of 
rural electrification. In addition, the third intervention promoted by the PRSP targeting an increased 
access and promotion of alternative sustainable energy technology has not prioritized by EIB lending in 
Zambia. 
 
3.3.2 Social considerations 
  
There is little indication that EIB loan activities of the EIB in the mining and energy sector contribute to 
the social objectives towards health (particular HIV/AIDS) and education development as set forth in 

                                                 
245 Environmental Council of Zambia Press release made available on 14.04.2005  

246 WCD report, Chapter 9: Criteria and Guidelines – Applying the Strategic Priorities 
247 Operational Guidelines of the Investment Facility, p. 18 
248 Answers to question 3. B&G (annex 6). “Comparable requirements” leave substantial room for interpretation. In 5. K 
reference is made to the pollution prevention abatement handbook (PPAH) 
249 For intance of the EU Directive 97/11/EC on Environmental Impact Assessment as also stated by the Working 
procedures between the EIB and the Commission services (DG ENV and DG ECFIN) in the consultation of the 
Commission under Article 21 of the EIB Statute 
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the CSP250. In particular, project promoters consistently failed to set up Community Benefit Sharing 
Funds or other measures to directly and consistently distribute project benefits to local communities251. 
With regard to EIB global loans their social impact is difficult to assess due to the lack of information on 
the content and appropriateness of assessments available to intermediary banks252.  
 
At the project level all EIB loan activities under examination showed a good compliance with national 
labour laws and health and safety standards. Only in Mopani Copper mine fatalities were reported due 
to existing occupational hazards253. At Kariba North, no resettlement initiative has been supported by 
EIB funding despite the existence of an already designed resettlement project (Gwembe Tonga 
Mitigation project) supported by World Bank funding (See Annexes 3- 5). 
 
In the light of CSP affirmation of the complementarity of social sector support to the EC’s 
macroeconomic and focal sector support there is little evidence of a significant contribution to social 
development with regard to the ZESCO Hydropower projects. With regard to social integrity, ZESCO 
officials confirmed that there were no funds provided for local development of the social sector.  
 
3.3.3 Economic considerations  
 
EIB lending in Zambia, as in other ACP countries, is mainly driven by economic demand (Zambia 
CSP). Although EIB support for investment in production projects and through global loans, especially 
in the private sector, may create employment – both direct and indirect -, generate  tax revenues and 
may stimulate secondary economic benefits254, their impacts on poverty eradication are difficult to 
measure since hardly any data is available at national level255. 
 
Long-term effects of EIB loan activities on the improvement of employment, local business 
development or income distribution in most operations have been insignificant (See annexes 3-5). 
Exceptional in this respect is Kansanshi Copper Mine project which led to a significant improvement of 
employment and business opportunities for skilled labour in the Copperbelt region (annex 4). With 
regard to local economic development ZESCO officials confirmed that most of the equipment procured 
was bought abroad and very few local people were engaged so as to benefit directly from these 
projects. There were insignificant benefits accruing to communities generally other than ZESCO paying 
income tax to government including insignificant direct benefit to the local and rural poor other than 
regional and national trickle down effects. Similarly Bwana Mkubwa and Kansanshi mining operations 
have yielded insignificant direct local development growth other than trickle down effects. 
 
In particular for what concerns implementation of the PRSP priorities the two ZESCO projects are 
emphasizing enhancing capacity of current energy delivery infrastructure through rehabilitation and/or 
refurbishment to ensure reliable and efficient supplies. Operation and expansion of hydropower 
projects is oriented towards profitability criteria favoring access to services only from those who can 
afford to pay, instead of responding to basic needs of access to energy. On the other end the 
prioritization of the mining sectors through EIB operations could in principle respond to the need of 
national economic growth (as also emphasized in the CSP and PRSP priorities) but a comprehensive 
approach towards poverty reduction still requires to factor in such basic needs of the people as shelter, 
education, health care, lighting, clothing, footwear, and transport, including human freedom.  
 
  

                                                 
250 Health (including HIV/AIDS) and education are non-focal intervention areas in the CSP (p.22) 
251 Answers to question 3. FF (annex 5) 
252 Answers to question 4. E (annex 5) 
253 In 2005 alone five miners died in mine accidents. 
254 Answers to question 2. F&Q (annex 5) 
255 Compare answers to question 2. EE&FF (annex 5)  
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3.3.4. Access to Information 
 
 
Access to information during the development of the present report was limited due to the following 
factors: 
 

 Lack of co-operation from the EU delegation office in Zambia256, stance taken by the project 
promoters257 and delay to send the letter of recommendation258 

 Reluctance to release some information/data due to bureaucracy during the one-on-one 
interviews with key informants such as project proponents as well as getting responses to 
the questionnaires259 t 

 Delay to confirm Mopani Copper Mines on the study list on 8th March 2005, Mopani 
management could not afford a short notice meeting260. 

 Access to project documentation was limited on the one hand due to Zambia government 
bureaucracy, on the other hand due to limitation imposed by EIB through e-mail dated 18th 
March. 

 Failure of delivery of EIB project documents on Zambia loan activities requested by 
Jaroslava Colajacomo on 11th of January 2005 

 No appointment facilitated with project promoters despite a request submitted to EIB by 
CRBM to facilitate setting up such meetings261. 

 
3.3.5 Conclusion 
 
This study investigated EIB loan activities in Zambia against national and international development 
targets. It concludes that while overall EIB loans are consistent with development priorities stated in the 
CSP, PRSP and other policy documents, EIB operations on the ground have to improve compliance if 
they have to contribute to the long term development objectives of Zambia. Loan activities so far clearly 
have tended to be in the interest of some commercial operations while missing out on the interests of 
the population at large. Due to the lack of clear and unambiguous environmental, social and economic 
targets and goals, i.e. verifiable benchmarks, monitoring and evaluation of EIB projects contribution to 
poverty alleviation and the achievement of sustainability will remain a ongoing challenge. 
 
 
4. Recommendations  
 
With regard to the Co-operation Agreement between the EU and ACP countries 
 

                                                 
256 EU Delegation office in Lusaka requested for a formal letter of recommendation from local consultant. Two letter were 
faxed requesting for interviews with delegated staff at the EU Office. Response to consultant letter dating10th February 
received 15th February 2005 stated that there was no EIB staff working at the Delegation and that majority of projects are 
managed from Luxemburg. Consultants second letter dated 17th February 2005 was not responded to. 
257 At an initial meeting with Bwana Mkubwa Mine staff, the company’s representative Mr Adreas Scott indicated that the 
management was ready to respond to the consultant’s questionnaires but later his General Manager Mr. Jim Gorman in his e-
mail dated 10th February 2005 said “ it not our normal practice to release information to outside parties on the basis of e-mail. 
Could we be officially requested to supply the said information by your principles? At that stage we shall consider the request”.  
258 First Quantum and ZESCO management both requested for a formal letter of recommendation from EU Parliament, which 
was only received on the 11th of February 2005. 
259 ZESCO accorded a meeting on 23rd February 2005 while First Quantum refused to respond to the questionnaires. EIB 
responded to the questionnaires on 23rd February. 
260 Letter dated 31st March 2005 
261 ( See 50 above). 



 106

• Annex II.1 to the EU-ACP partnership agreement (the Cotonou Agreement) on investment 
financing via the EIB should be revised to include an explicit reference Title I of the EU-ACP 
partnership agreement entitled “Development Strategies”. Furthermore, Annex II.1 should be 
expanded to require that loans comply with all EU policies in the field of co-operation, and more 
specifically with the principles and objectives outlined in I.19 of the agreement.  

 
With regard to the oversight of EIB loan activities in Zambia 
 

• Taking note of the fact that the EIB in Zambia from 1994-2004 has loaned more than 205 million 
Euro and bearing in mind that EIB lending in Zambia is not fully in line with development 
priorities identified both in the CSP and the PRSP; it is recommended that the European 
Commission and the European Parliament exercise more control over EIB operations in 
Zambia. 

 
With regard to the relation between EIB and EU delegation in Zambia 
 

• The EIB together with the EU Commission and the Zambia delegation should prepare a policy 
document elaborating strategies for supporting and realizing the development objectives 
specified in the EU-ACP partnership agreement and the CSP. The document should reiterate 
EIBs commitment to the principles and objectives of development co-operation and list priority 
sectors of intervention. 

• The EU Commission should get a stronger role in using their expertise in the environmental and 
social sector during planning and monitoring phase of the projects financed by the EIB in 
Zambia. 

 
 
With regard to EIB operations in Zambia: 
 
The EIB is a major financing institution and development agency in Zambia that could contribute to 
facilitate the realization of national development priorities outlined in both the CSP and the PRSP. Thus 
it is recommended: 
 

• In order to strengthen coherence with CSP focal area development priorities, EIB investments 
and support for non-focal health and education projects should be increased substantially. 
Special reference should be given to investment projects profiting the poorest and most 
vulnerable parts of the population such as rural farmers, women and other marginalized groups. 
This would contribute to broadening the current demand-driven approach beyond a mere 
analysis of economic indicators to include social and environmental indicators as well. 

• In addressing the above, EIB should undertake prior to loans agreement a poverty assessment 
of projects in order to guarantee right from the start how projects will entrench the balance 
between access to basic needs and economic growth. Social justice and equity in terms of job 
and skills opportunities and access to loans by the poor should also be part of this assessment. 

• EIB loan contracts should increase efforts for transport and infrastructure development which 
hasn’t been the case so far. This situation will need to be rectified in order to fully bring EIB 
activities in line with national development strategies taking into account the presence of other 
donors in the country. 

• Global loans for small and medium enterprise development constituted a large proportion of the 
overall portfolio. In the absence of more detailed information on the nature and character of 
SME support under global loan schemes one cannot safely conclude on the impact of SME 
support for the eradication of poverty and creation of sustainable development. However, SME 
support should aim in particular at those sectors most relevant for poverty eradication (such as 
agriculture, fisheries and rural development). 
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• Creation of consultation mechanisms that would foster communication between the EIB and 
Zambian SMEs with the aim to identifying commercial interests and investment needs. 

• Since 2000 a large portion of EIB resources has been directed to the extractive industries 
sector (around 63 million Euro), an area requiring particular attention with regard to its possible 
contribution to poverty eradication and sustainable development. The EIB should follow the 
recommendations contained in the European Parliament March 2004 resolution on the World 
Bank Extractive Industries review and, as minimum, apply recommendations adopted by the 
World Bank regarding the Extractive Industries Review on transparency of contracts and 
revenue management. 

• In addition, the objective of strengthening economic growth by supporting private sector 
activities in areas of public relevance for institutional development and capacity building 
initiatives is calling for a re-evaluation of the demand-driven philosophy of EIB lending focusing 
narrowly on economic indicators in general and on private clients demands. 

• Setting up of Community Benefit Sharing Funds alongside EIB loan operations would beyond 
doubt contribute to the direct and consistent distribution of project benefits to local communities. 
Development of mechanism for future generations funds and tools for genuine benefit sharing 
and revenue management 
 

• Integration of public participation and participatory mechanisms at all levels of project (design, 
approval, implementation, management, monitoring) including when developing country 
strategy papers and programs. 

 
With regard to environmental impact assessments 
 

• It is recommended that the operating procedures agreed upon between the EIB and the 
Commission be respected, particularly that: “outside of the European Union and candidate 
countries, the environmental evaluation of the EIB should be conducted in consideration of 
local guidelines, taking into account as directives the principles and standards contained 
within environmental law and policies in the EU.”262 The presentation of an environmental 
management plan (EMP), as required by the Environmental Council of Zambia does not 
exempt the EIB from the EU mandate. 

• In all cases, the EIB should ensure that financed projects comply with the environmental 
legislation and policies of the EU. Even if there was already an EMP realized by the 
Zambian authorities accordingly to Zambian law, an Environmental Impact Assessment 
should be carried out within the EU environmental laws, standards and principles. 

 
With regard to access to information 

o The Eib should release project related documents and project monitoring and 
evaluation reports under no condition of client confidentiality until the definition of 
“confidentiality” won’t be spelled out in clear terms. In particular clauses of contracts 
embedding environmental or social considerations related to projects should be made 
public. 

o The European Commission should yearly report to the European Parliament over its 
assessment of the impact on poverty alleviation and projects respect/contribution to the 
fulfillment of EU external cooperation policies. This report should include disaggregated data 
over the use of the EU guarantee or the EU budget directed to cover EIB projects. 

 
 

                                                 
262 “Working procedures between the EIB and the Commission services (DG ENV and DG ECFIN) in the consultation of the 
Commission under Article 21 of the EIB Statute”, paragraph 2.1.1. 
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6. Annexes 
 

Annex 1 - EIB loans portfolio in Zambia 1994-2004263 
 
 

 
Year 

 
Typ 

 
Sector 

 
Subsector

 
Source 

 
Intermediary 

 
Amount 

(Mill. 
EURO) 

1994 Global loan towards financing 
construction of greenhouses 
and infrastructure needed for 
rose production 

Financial   FR/94 Barclays Bank of Zambia 
Ltd 

5,5 

1994 Reabilitation of Tazama oil 
pipeline Between Dar-es 
Salaam in Tanzania and 
refinery near Ndola in Zambia 

Energy Oil FR/94 Republic of Zambia for 
Tazama Pipelines Ltd. 

18,0 

1994 Maize crushing and oil 
extraction plant 

Industry Palm Oil FR/94 Industrialiseringsfonden for 
Udviklingslandene 

0,7 

1995 Finance for SMEs Financial   FR/95 Standard Chartered Bank 
of Zambia Ltd, Barclays 
Bank of Zambia Ltd, 
Stanbic Bank, Zambia Ltd 

10,0 

1995 Expansion of cotton and 
mixed-yarn spinning facilities 

Industry Cotton FR/95 Swarp Spinning Mills Ltd 6,0 

1995 Greenhouse rose cultivation Financial   FR/95 Barclays Bank of Zambia 
Ltd 

3,0 

1996 Financing of equity 
participations in businesses 

Financial   FR/96 Zambia Venture Capital 
Fund Ltd 

1,9 

1996 Financing of equity 
participations in businesses 

Financial   FR/96 Fund Investment Services 
Ltd 

0,1 

1996 Financing of equity 
participations in businesses 

Financial   FR/96 Nederlandse 
Financierings-Maatschappij 
voor Ontwikkelingsladen 
for Zambesi Fund ( - 
Zambesi Fund, Société de 
Promociones et de 
Participation pour la 
Coopération Economique 
(PROPARCO)(0.5)) 

1,0 

1998 Rehabilitation of generating 
facilities at Victoria Falls 
hydropower station 

Water Hydro LF/98 Republic of Zambia 20,5 

1998 Reabilitation of Kariba North 
Banck Hydropower Station 

Water Hydro LF/98 Republic of Zambia 21,0 

1998 Financing for small and 
medium-scale ventures 

Financial   LF/98 Barclays Bank of Zambia 
Ltd, Stanbic Bank Zambia 
Ltd, Standard Chartered 
Bank Zambia Ltd. 

15,0 

2000 Financing for small and 
medium-scale ventures in the 
non-traditional mining sector 

Financial Mining FR/2000 Barclays Bank of Zambia 
Ltd, Indo-Zambia Bank Ltd, 
Industrial Credit Company 
Ltd, Stanbic Bank Zambia 
Ltd, ULC Zambia Ltd 

8,0 

 
Continued… 
 
 

                                                 
263 Compilation based on author analysis of project lending annual series 1994 - 2004 and EIB loan portfolio in Zambia since 
1995 provided by EIB. 
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Year 

 
Typ 

 
Sector 

 
Subsector

 
Source 

 
Intermediary 

 
Amount 

(Mill. 
EURO) 

2001 Feasibility study for mining of 
copper deposits in Lumwana 

Energy Mining LF/01 Equinox Copper Ventures 
Ltd 

7,0 

2001 Financing for small and 
medium-scale private-sector 
ventures 

Financial   LF/01 African Banking 
Corporation Zambia Ltd, 
Barclays Bank of Zambia 
Ltd, Indo-Zambia Bank Ltd, 
Industrial Credit Company 
Ltd, Stanbic Bank Zambia 
Ltd and Standard 
Chartered Bank Zambia 
Ltd 

20,0 

2002 Expansion of cooper 
production facility near Ndola 

Industry Mining FR/2002 Bwana Mkubwa Mining Ltd 14,0 

2003 Development of open-pit 
cooper mine in Kansanshi, 
north-west Zambia 

Industry Mining FR/2003 Kansanshi Mining Plc 34,0 

2003 Financing for small and 
medium-scale ventures 

Finance   FR/2003 Stanbic Bank Zambia Ltd, 
Barclays Bank of zambia 
Ltd, Estándar Chartered 
Bank Zambia plc, Indo-
Zambia Bank Ltd, Industrial 
Credit Company Ltd, 
African Banking 
Corporation Zambia Ltd. 

20,0 

 
Total 

 

           
205,7 
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Annex 2 - Criteria for Development Assessment of EIB loan operations in Zambia 
 
 

Criteria A: Cotonou Agreement Requirements 
 

a) Consistency with the central objective of ACP EU Co-operation: “poverty reduction (and 
ultimately eradication), sustainable development and progressive integration of ACP 
countries in the world economy”. (Article 19.1). The developmental impact assessment for 
the Zambian beneficiary companies of EIB per social, economic, environmental and 
legislative requirements per Directive 3.1.3.1 of Official Guidelines for Investment Facility 
are evaluated on the following aspects: 

 
i) Social Aspects 

 
“The appraisal of IF financed operations will pay due attention to relevant social aspects 
such as respect of labour laws and social performance considerations, including health 
and safety in the workplace, discrimination of any sort, forms of child abuse, 
resettlement issues where appropriate, and mitigating measures against transmissible 
diseases”.  
 

ii) Environmental Aspects 
 

“The IF will only invest in projects which are environmentally sustainable” 
“For all projects, an appropriate assessment must be carried out of their main effect on 
the environment and, if relevant, of the proposed mitigation and compensation 
measures” 
“A project expected to have a significant impact on the environment must be subject to a 
full EIA” 
 
 

iii) National law and EU Standards Aspects 
 
“As a minimum requirement, all projects must comply with national law, but promoters 
should strive towards EU standards (used as a benchmark)” 

“The promoters must be willing and capable to apply sound environmental management 
practices, including any specific requirements associated with the project.  Reports on 
agreed environmental performance measures may be required in selected cases”. 
 

b) Consistency with ACP-EU strategy: “achieving rapid and sustained job-creating economic 
growth, developing the private sector, increasing employment, improving access to 
productive economic activities and resources, and fostering regional co-operation and 
integration”. (Article 20.1) 

 
iv) Economic Sustainability Criteria 

 
“Resources mobilized must be used and allocated efficiently economic viability must be 
clearly demonstrated to ensure that the project contributes to the growth of the local 
economy and thereby to poverty alleviation…” 
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v) “Every effort will be made to identify and include in the project definition elements 
benefiting the poorer segments of the population, in particular those that will improve 
employment and have an impact on local enterprises, as well as income distribution. 
As a minimum requirement, it will be ascertained that projects will not have an 
adverse effect on the poorer segments of the population.  In the case of enclave 
projects, a significant proportion of the project's net benefits should be captured by 
the domestic economy”.   

 
c) Consistency with EU Policy to develop country specific strategies, use a country’s 

development policies in order to determine what type of aid the European Development 
Fund (EDF) provides264. Ensure recipient country's priorities are negotiated with the 
European Commission on a country-by-country basis and negotiations culminate in the 
signing of a five-year National Indicative Programmes and Country Support Strategies and 
ensure “without this programme, aid operations cannot start up and no funds are released.  

 
ii) Consistency with operational principles applicable through the project cycle require 

consistent following relevant country and regional support strategies established 
under the Cotonou Agreement, financial viability, entrenchment of sustainable 
development (social, economic and environmental), and conforming to national 
legislation. 

 
 

Criteria B: EIB Priority areas per EU Zambia Country Strategy Paper 
 
The interventions must be consistent with the EU Zambia Country Strategy Paper priority areas as 
follows: 

 
First focal area:  Transport and infrastructure development (the Government has identified the 

development of agriculture, mining and tourism as the corner stones for future 
economic growth and poverty reduction in the rural areas) 

 
Second focal area:  Institutional development and capacity building 
 
In addition the CSP identifies three main areas for EIB intervention (section 5.2): 
 

1. Close co-operation with local financial intermediaries to support small and medium scale 
enterprises through global loans or equity funds 

 
2. Financing infrastructure projects in the power, water and sewerage, transport 

and telecommunications sectors. 
 

3. Direct funding of large individual projects selected from the main sectors of economy 
 
 

 Criteria C: Zambia’s PRSP Priority Areas of Intervention 
 

a) Consistency with Zambia’s priority areas of intervention as identified in the PRSP are as 
follows: 

                                                 
264 Zambia-European Community Country Strategy Paper and Indicative Programme 2001-2007 
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i) Lack of economic growth 
ii) High inequality 
iii) High Debt Burden 
iv) Excessive External Dependence 
v) Burden of Disease 
vi) Lack of Long Term National Development Planning 

 
 
Criteria D: Consistency with Zambian Laws 

 
Interventions must be consistent with the provisions of Zambian Law in particular: 
 

i) Constitution of Zambia Articles 112 and 113 
ii) Environmental Impact Assessment, Statutory Instrument No. 28 
iii) Hazardous Waste Regulations 
iv) Water Pollution Control (Effluent and Waste Water) Regulations 
v) Air Pollution Regulations 

 
 

Criteria E: Consistency with international sustainability best practice  
                   

a) Interventions must be consistent with International Instruments selected as follows: 
 

i) Rio Declaration 
ii) Agenda 21 
iii) WSSD Johannesburg Implementation Plan 
iv) OECD Guidelines for Multinational Corporations 
v) UN Convention on Economic, Cultural and Social Rights 
 
b) Furthermore, interventions ought to be consistent and take into account the following tests 

of sustainability principles; 
 

i) Basic needs 
ii) Social Justice and equity 
iii) Skills and Talents development 
iv) Economic Viability 
v) Conservation integrity 
vi) Future Generations 
vii) Local and Global Links 
viii) Participation 
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Annex 3 - Assessment of Kariba North Bank and Victoria Falls Projects 

 
 
 
Performance Aspects 
 

 
Kariba North Bank Project 

 
Victoria Falls Projects 

Compliance to Labour Laws: 
 

Very good record 
 

Very good  record 
 

Health and Safety in Work 
Places:  
 

Very good SHE record 
 

Very good SHE record 
 

Discrimination of all Sorts 
 
 

No official recorded case of discrimination 
availed 
 
 

No official recorded case of 
discrimination availed 
 

Child Abuse 
 
 

No official recorded case of discrimination 
availed 
 

No official recorded case of 
discrimination availed 
 

Resettlement Issues 
 
 

No resettlement initiatives from EIB 
funding in the area. Some well executed 
resettlement project is being undertaken 
through World Bank Funding. This Project 
is known as Gwembe Tonga Mitigation 
Project involving in excess of US $12 
Million 
 

No official recorded case of 
resettlement 

Local economic growth 
 

Insignificant direct local economic 
development growth on recorded from EIB 
funding. Capital purchases only 
 
 

Insignificant direct local economic 
development growth on recorded 
from EIB funding Capital purchases 
 
 

Poverty Alleviation 
 

Insignificant direct poverty alleviation in 
local area from EIB Funding other than 
national trickle down effects. 
 
 
 

Insignificant direct poverty 
alleviation in the local area from 
EIB Funding other than national 
trickle down effects. 
 
 

Benefiting the Poor 
 

Insignificant direct benefit to the poor in 
local area from EIB Funding other than 
national trickle down effects. 
 
 

Insignificant direct benefit to the 
poor in local area from EIB Funding 
other than national trickle down 
effects. 
 
 

Improvement of Employment 
 

Insignificant Insignificant 

Local Business Development 
 

Insignificant Insignificant 

Effects on Poor Segments of 
local Population 
 

Insignificant Insignificant 

Income Distribution Insignificant Insignificant 
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Continued… 
 
Performance Aspects 
 

 
Kariba North Bank Project 

 
Victoria Falls Projects 

Retention of net Project 
Benefits in Domestic 
Economy 
 

Insignificant to local populations. 
Benefits accrue to national economy and 
foreign companies involved with providing 
goods and services 

Insignificant to local populations. 
Benefits accrue to national 
economy and foreign companies 
involved with providing goods and 
services 

 
Environmental Sustainability 

 
No funding provided by EIB to ensure 
environmental sustainability the project. 
For example, PCB contaminated oils and 
equipment replaced through EIB funding 
will be disposed at the initiative of ZESCO 
and not as EIB environmental safeguard 
requirement. Total quantity of PBCs held 
is 15,713.38 litres to date. Date of 
inventory: 22/07/97. Storage authorized 
by ECZ on 21/09/99. 

 
No funding provided by EIB to 
ensure environmental sustainability 
the project. For example, PCB 
contaminated oils and equipment 
replaced through EIB funding will 
be disposed at the initiative of 
ZESCO and not as EIB 
environmental safeguard 
requirement  
 

Environmental Management 
Planning 
 

Environmental Management Plan has 
been developed (dated May 2004). No 
decision letter from ECZ availed. 
 

Initial Environmental Management 
Plan has been developed and 
approved by ECZ on 04/11/97. New 
Environmental Management Plan 
done in July 2004. 
 

Environmental Impact 
Assessment Prior to 
Development 
 
 

No Environmental Impact Assessment 
was done prior to approval of the 
rehabilitation project. Only a project brief 
was done. Decision letter to authorize the 
project issued by ECZ on 21/12/1998 
 
Both the EIB guidelines and Zambian 
legislation on Environmental Impact 
Assessment require prior assessment 
before development 
 

Environmental Impact Assessment 
was done prior to approval of the 
rehabilitation project. 
Both the EIB guidelines and 
Zambian legislation on 
Environmental Impact Assessment 
require prior assessment before 
development 
 

Compliance to 
Environmental Laws 
 
 

No record by of non-compliance to 
environmental laws is held by 
Environmental Council of Zambia  
 
 

No record by of non-compliance to 
environmental laws is held by 
Environmental Council of Zambia  
 
 

Environmental Performance 
Report 
 

No external environmental performance 
records available 

No external environmental 
performance records available 
 
 

 
Sources: ECZ/EMP/92 (1998), ZESCO265 
 

                                                 
265 Meeting held on 23rd February 2005 in Lusaka between ZESCO team lead by Mrs Elenstina Mwelwa and consultant 
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Annex 4 - Assessment of Mining Projects in Zambia 

 
 
 
Performance 
Aspects 
 

 
Bwana Mkubwa Mine 
Project266 

 
Kansanshi 
Copper Mine 
Project267 

 
Mopani Copper 
Mines268 

 
Mining Sector 
Development 
Project269 

Compliance to 
Labour Laws 
 

Good  record 
 

Very good record 
 

Good  record 
 

Does not employ 
miners 

Health and Safety 
in Work Places 
 

Very good SHE record 
 

Very good SHE 
record 
 

Poor. Frequent 
fatalities. 2005 
alone about 5 
miners died in mine 
accidents 

Programme on 
going to educate 
small scale 
miners SHE 
regulations 

Discrimination of all 
Sorts 
 
 

No official recorded case 
of discrimination availed 
 
 

No official 
recorded case of 
discrimination 
availed 
 

No official recorded 
case of 
discrimination 
availed 
 

Complaint of 
indigenous 
miners not be 
granted loans. 

Child Abuse 
 
 

No official recorded case 
of discrimination availed 
 

No official 
recorded case of 
discrimination 
availed 
 

No official recorded 
case of 
discrimination 
availed 
 

No official 
recorded case of 
discrimination 
availed 
 

Resettlement 
Issues 
 
 

No resettlement 
initiatives from EIB 
funding in the area.  
 

No official 
recorded case of 
resettlement 

Land-use conflicts 
with communities 2-
4 years ago in 
Mufurila. 
Has since been 
resolved. 

No official 
recorded case of 
discrimination 
availed 
 

Local economic 
growth 
 

Insignificant direct local 
economic development 
growth on recorded from 
EIB funding. 270 
 
 

Insignificant direct 
local economic 
development 
growth on 
recorded from EIB 
funding. New 
project with first 
cathode being 
produced 1st 
Quarter, 2005. 
Expenditure mainly 
on Capital 
purchases and 
mine development 
 

A significant 
number orders on 
monthly basis are 
given to local 
business 
enterprises since 
2000. 

Miners 
associations 
lamented that 
conditionalities 
attached to the 
loan are 
unfavorable to 
indigenous 
miners so “it is a 
sham since 
member has 
benefited other 
than for training.” 

 

                                                 
266 Information for Bwana Mkubwa was sourced from the Environmental Impact Statement and Mnagement Plan for Bwana 
Mkubwa limited, Court Documents and Environmental council of Zambia letters 
267 Information for Kansanshi Copper Mine was obtained from Mine Workers Union of Zambia 
268 Information for Mopani was obtained from Mines Safety Department and Mine Workers Union of Zambia 
269 Information for MSDP obtained from President of Emerald Miners Association of Zambia Mr George Shaba , Secretary 
General of North Western Miners Association Mr Fred Kasongo, MSDP Quartely Reports from 2002-2004. 
270 Munkulungwe Block Farmers. 
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Continued… 
 
Performance 
Aspects 
 

 
Bwana Mkubwa Mine 
Project 

 
Kansanshi 
Copper Mine 
Project 

 
Mopani Copper 
Mines 

 
Mining Sector 
Development 
Project 

Poverty Alleviation 
 

Insignificant direct 
poverty alleviation in 
local area from EIB 
Funding other than 
national trickle down 
effects. 
 
 
 

Reasonably 
significant direct 
poverty alleviation 
in the local area 
from EIB Funding 
due to trickle down 
effects from local 
suppliers. 
 
 

Insignificant direct 
poverty alleviation 
in local area from 
EIB Funding other 
than regional and 
national trickle 
down effects. 
 

No poverty 
alleviation in local 
area from EIB 
Funding since 
there are no 
loans disbursed. 
 

 
Benefiting the Poor 
 

 
Insignificant direct 
benefit to the poor in 
local area from EIB 
Funding other than 
national trickle down 
effects. 
 
 

 
Insignificant direct 
benefit to the poor 
in local area from 
EIB Funding other 
than national 
trickle down 
effects. 
 
 

 
Insignificant direct 
benefit to the poor 
in local area from 
EIB Funding other 
than regional and 
national trickle 
down effects. 
 

 
No direct benefit 
to the poor in 
local area from 
EIB Funding 
other than 
national trickle 
down effects. 
 

Improvement of 
Employment 
 

Insignificant  Very significant 
improvement of 
business in the 
region thereby 
employment 
improvement. 
Destination for 
most professionals 
on the Copperbelt 

Insignificant No improvement 
since no 
indigenous 
miners have 
accessed loans 
to date 

Local Business 
Development 
 

Insignificant trickle down 
effects. No business 
ventures run or financed  
by the mine 

Significant trickle 
down effects only. 
No financing of 
business ventures 

Insignificant trickle 
down effects only. 
No business 
ventures run or 
financed  by the 
mine 

No improvement 
since no 
indigenous 
miners have 
accessed loans 
to date. 
Beneficiaries are 
intermediary 
Banks that have 
opted to use the 
loaned money for 
other uses 
instead of loaning 
intended 
beneficiaries. 
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Continued… 
 
Performance 
Aspects 
 

 
Bwana Mkubwa Mine 
Project 

 
Kansanshi 
Copper Mine 
Project 

 
Mopani Copper 
Mines 

 
Mining Sector 
Development 
Project 

Effects on Poor 
Segments of local 
Population 
 

Benefits from malaria 
control and insignificant 
trickle don effects 

Trickle down 
effects and jobs 
created due to 
casual jobs like 
bush clearing  

Benefits from 
malaria control and 
insignificant trickle 
don effects 

No improvement 
since no 
indigenous 
miners have 
accessed loans 
to date. Some 
miner have been 
impoverished for 
spending their 
last funds on 
project proposals 
which proposals 
ended up being 
rejected. 

Income Distribution 
 

Insignificant other than 
taxes and recurrent 
costs. Profits are 
Externalized 

Still developing 
mine. First copper 
cathode produced 
1st Quarter of 
2005. 

Insignificant other 
than taxes and 
recurrent costs. 
Profits are 
Externalized 

No improvement 
since no 
indigenous 
miners have 
accessed loans 
to date 

Retention of net 
Project Benefits in 
Domestic Economy 
 

Insignificant to local 
populations. 
Benefits accrue to 
national economy and 
foreign companies 
involved with providing 
goods and services. The 
rest is externalized. 

Still developing 
mine. First copper 
cathode produced 
1st Quarter of 
2005. 

Insignificant to local 
populations. 
Benefits accrue to 
national economy 
and foreign 
companies involved 
with providing 
goods and services 

No improvement 
since no 
indigenous 
miners have 
accessed loans 
to date. Only 
Bankers loaning 
out the funds to 
unintended 
beneficiaries are 
retaining net 
benefits 

 
 
Environmental 
Sustainability 

Historical legacy of 
pollution of 
Munkulungwe stream. 
Matter was in court and 
affected parties 
compensation. Mine is 
liable in the event of 
environmental breaches. 
No rehabilitation work 
undertaken on the 
stream to date 
 

No access to was 
granted. So details 
of the 
environmental and 
safety indemnity 
enjoyed by the 
mine are not clear 
 
 
 

Enjoys 
environmental 
indemnity up to 
about 2015. 

No improvement 
since no 
indigenous 
miners have 
accessed loans 
to date except for 
training on 
environmental 
issues. 

Environmental 
Management 
Planning 
 

Environmental 
Management Plan was 
developed in February 
2004 and approved later 
during the year by ECZ 
 

Environmental 
Management Plan 
has been 
developed and 
approved by ECZ. 
 

Environmental 
Management Plan 
has been developed 
and approved by 
ECZ 

No improvement 
since no indi-
genous miners 
have accessed 
loans to date 
except for 
training on 
environm. Issues. 

Continued… 
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Performance 
Aspects 
 

 
Bwana Mkubwa Mine 
Project 

 
Kansanshi 
Copper Mine 
Project 

 
Mopani Copper 
Mines 

 
Mining Sector 
Development 
Project 

Environmental 
Impact Assessment 
Prior to 
Development 
 
 

No Environmental 
Impact Assessment was 
done prior to approval of 
the rehabilitation project 
 
Plan was only done and 
approved in 2004. 
 
Both the EIB guidelines 
and Zambian legislation 
on Environmental Impact 
Assessment require prior 
assessment before 
development 
 

Environmental 
Impact 
Assessment was 
done prior to 
approval of the 
project funding . 
 
Both the EIB 
guidelines and 
Zambian 
legislation on 
Environmental 
Impact 
Assessment 
require prior 
assessment before 
development 
 

Environmental 
Management Plan 
was developed and 
approved by ECZ 
before the project 
funding was 
approved  
 
Both the EIB 
guidelines and 
Zambian legislation 
on Environmental 
Impact Assessment 
require prior 
assessment before 
development 
 

No improvement 
since no 
indigenous 
miners have 
accessed loans 
to date  

Compliance to 
Environmental 
Laws 
 
 

Record of non-
compliance to 
environmental laws is 
held by Environmental 
Council of Zambia. 
Matter brought to court 
before court as well. 
Compensation of 
affected made. 
 
 

No record by of 
non-compliance to 
environmental laws 
is held by 
Environmental 
Council of Zambia  
 
 

Records of non-
compliance to 
environmental and 
safety laws is held 
by Environmental 
Council of Zambia 
and Mines Safety 
Department. 
 
Project funded by 
EIB is under 
investigation at the 
moment for 
potential excessive 
contamination of the 
underground 
aquifers  
 

No improvement 
since no 
indigenous 
miners have 
accessed loans 
to improve their 
operations. 

Environmental 
Performance 
Report 
 

No external 
environmental 
performance records 
available 
 
 

No external 
environmental 
performance 
records available 
 
 

Environmental 
Performance Report 
Expected in 2005 

No external 
reports since no 
indigenous 
miners have 
accessed loans 
to date so this 
close is not 
applicable. 
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Annex 5 – EIB Questionnaire and Responses271 
 
 

1. 
 

PROFILING EIB LOAN RECIPIENTS  

 A. Who are the recipients of EIB Loans in Zambia in the last 10 years? Public and private companies and intermediary banks to contribute to 
SMEs. 

 B. How many of the recipients are state-owned/public? Since 1995 100% of disbursed projects are in private sector; only 2 
projects (ZESCO) are in the public/State owned sector but are not yet 
fully disbursed (see list attached). 

 C. How many of the beneficiaries are large scale investments? With the exception of the global loans/the rose line all loans are more of 
a large scale character between EUR 6m to EUR 34m. 

 D. How many are big companies? Out of a total lending volume of EUR 178.5m 57% were received by 
large companies. 

 E. How many are SMEs? … and 43% by SMEs. 

 F. How much did each one of the beneficiaries obtain? See list attached. 

 G. Did all projects supported come from one sector? YES/NO NO. 

 H. If answer is NO, list the sectors that were supported? For the direct loans: industry, mining and energy;  
for the SMEs: agriculture, tourism, manufacture, education, transport, 
commerce, food processing, communication, mining. 

 I. Was funding from one instrument (e.g. Global Loans)? YES/NO NO. 

 J. If answer is NO, what other instruments were used?  Global loans are for SMEs. The other instruments used are mainly direct 
loan financing. 

2. 
 

DEVELOPMENT IMPACT OF EIB LOANS  

 A. What criteria were used for public enterprises to be eligible for the loans? Mainly the same ones as for private companies: they had to fulfill EIB’s 
appraisal conditions with reference to various criteria in the socio-
environmental sector, in the economic and financial sector, etc. 

 B. What criteria were used for other enterprises to be eligible for the loans? See above. 

 C. Did EIB have priority sectors? YES/NO Priority sectors are very broad – infrastructure, industry, mining, agro-
industry, SMEs. 

 D. If the answer to C is YES, what were priority sectors? N/A 

 E. Did the Commission agree with government on the sector portfolio? EIB financing is not “programmed” or pre-identified in advance with 
agreement of Government or the Commission. Rather, it is demand-
driven. Formal Government consent is obtained for each project at the 
time of appraisal/approval by the Bank. 

                                                 
271 NB: All answers refer to loans signed as from 1995 
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 F. If answer to E is YES, what were the development objectives? EIB’s development objectives are poverty alleviation and wealth creation 
through economic growth. Investment in production projects, especially 
by the private sector, creates jobs – both direct and indirect – generates 
tax revenues and stimulates secondary economic benefits. 

 G. If answer to E is YES, when were the development objectives agreed upon? They form always part of EIB’s project assessments. 

 H. Have there been changes in the lending policy in the last 10 years? YES/NO YES. 

 I. If the answer to H is YES, what changes have been made? The transition from Lomé to Cotonou has entailed a more commercial 
approach to lending by EIB, with the ending of systematic 
concessionality. 

 J. If the answer to H is YES, what issues necessitated changes? The Lomé Convention and the Cotonou Agreement were negotiated by 
the EU and the ACP States. The spirit of the transition was the 
perception of benefits to be achieved from a more market-based 
financing approach, with returns to be re-invested in the ACP States. 

 K. Are the EIB funded projects contributing to poverty alleviation or sustainable 
development? YES/NO 

YES. 

 L. If answer to K is YES, what criteria were used for benchmarking? 
 

Standard indicators of economic interest (ERR, etc.) 

 M. If answer to K is YES, what is the frequency of review/benchmarking? Project completion reports carried out after project completion, ex-post 
evaluations made on a case-by-case-basis. 

 N. Have reviews identified any shortcomings in EU Policy implementation in the 
last 10 years? YES/NO 

N/A 

 O. If answer to N is YES, what are the shortcomings? N/A 

 P. If answer to N is YES, what arrangements have been made to put correct the 
situation? 

N/A 

 Q. Do funds loaned through Global Loans in Zambia meet the (MDGs – 
Millenium Development Goals) and Poverty alleviation Goals for Zambia? 
YES/NO 

They contribute indirectly to poverty alleviation. 

 R. If answer to Q is YES, how have they met the goals? Mainly by creation of employment and secondary effects. 

 S. Is the additionally criterion used for allocating Global Loans? YES/NO YES, on an overall basis, but probably not on the basis of each and 
every allocation. 

 T. If answer to S is YES, list the companies that have benefited from additionally 
criterion? 

See S. Additionality is overall, rather than individual. 

 U. Are loans provided in local currency? YES/NO NO. 

 V. If answer is NO, what are the reasons? Macro-economic instability, volatility/uncertainty of the Zambian Kwacha 
money markets, partial “dollarisation” of the economy, made it more 
appropriate for EIB to lend in EUR rather than in ZMK.  

 W. Are there subsidies on interest rates? YES/NO The interest rate paid by the banks to EIB under Lomé is subsidized 
(3%), but the banks have to pay the equivalent of the subsidy to the 
Central Bank of Zambia to fund development programmes (capacity 
building) at the BOZ – so the resource cost to the banks is not 
subsidized. Final beneficiaries – SMEs – and direct borrowers in the 
mining sector do not receive subsidized funds. 

 X. Are there subsidies on long term repayments? YES/NO NO. 
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 Y. Are there subsidies on tax exemptions? YES/NO NO (payments to EIB are free of withholding tax, like most international 
financing). 

 Z. Are there subsidies on use of associated grants from the Commission? 
YES/NO 

N/A 

 AA. When did the credit line from Global Loans to Barclays become operational? There have been more than one credit line to the intermediary banks in 
Zambia. However, the first credit line contract was  signed in 1994 with 
Barclays, followed in 1995/1996 by three intermediary banks (Barclays 
Bank, Stanbic Bank and Standard Chartered Bank) and subsequently 
with additional financial institutions. 

 BB. How much was staked for the Credit Line mentioned in AA? Barclays Rose Line  I:             EUR    5.5m 
Barclays Rose Line II:             EUR    3.0m 
Industrial Sector Credit Line:  EUR  10.0m 
Capital Investment LineI:        EUR  15.0m 
Capital Investment Line II A:  EUR  20.0m 
Capital Investment Line II B:  EUR  20.0m 
Small Scale Mining Facility:   EUR    8.0m 
Total:                                       EUR 81.5m  

 CC. Who is the intended beneficiary? SMEs. 

 DD. Did any companies benefit from this credit line? YES/NO YES. 

 EE. If answer to DD is YES, list the companies that benefited. Wide range of SMEs (individual names subject to banking 
confidentiality). 

 FF. How many companies in all applied for this credit line? The total number of allocations up to today is 142.  

 GG. Did EIB conduct due diligence for companies that benefited under this credit 
line? YES/NO 
Is this Credit Line popular with the intended beneficiaries? 

Due diligence is done by the intermediary banks involved. EIB verifies 
the documents forwarded from the intermediary banks and then decides 
whether it will agree to the application or not. 

 HH. Have there been complaints from the intended beneficiaries? YES/NO NO (as far as we are aware). 
 

 II. If answer to HH is YES, who has complained? N/A 

 JJ. If answer to HH is YES, what has been done to address the complaints?  N/A 

3. 
 

PROJECT APPRAISAL AND PERFORMANCE MONITORING  

 A. For which EU credit lines are strong social or environmental components a 
preliquisite? 

All allocations on credit lines have to meet standard financial, technical, 
economic and environmental criteria. 

 B. What international good practice standards are applicable to mining, 
hydropower and Global Loans for SME? 

See EIB guidelines applicable at approval. EIB requirements are 
comparable with World Bank guidelines. 

 C. What international good practice standards were specifically applicable to 
Bwana Mkubwa Mining Project, Kansanshi Copper Mine and the two ZESCO 
Projects namely ZESCO Vicfalls and ZESCO Kariba North Project? 

Idem 

 D. Did EIB conduct due diligence of the projects listed in C? YES/NO YES 
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 E. If answer to D is YES, what was the development impact justification that 
emerged for each of the project? 

-  Economic soundness (as measured by ERR) 
-  Creation / maintenance of employment. 
-  Impact on public finances (tax revenues, export earnings). 
-  Indirect contribution to poverty alleviation through economic   
    growth. 
-  Renewable energy (in the case of the ZESCO hydropower projects) 

 F. If answer to D is YES, was analysis of eligibility criteria based on 
environmental or social considerations? YES/NO 

YES, amongst others. 

 G. If answer to D is YES, what environmental and social considerations were 
considered? 

Compliance with national and EU standards (comparable with World 
Bank standards). 

 H. If answer to D is YES, which proposed mitigation measures motivated EIB to 
consider the measures as adequate? 

See G above. 

 I. If answer to D is YES, how much of the Bank’s loans were allocated for pre-
appraisal work to carry out analysis on project impacts and sustainability? 

Except in the case of the Lumwana feasibility study (where EIB 
contributed EUR 7m towards a EUR 14m study), EIB’s appraisal work 
consists of examining and verifying studies and preparatory work carried 
out by the promoter at his own cost (not financed out of the proceeds of 
the loan). 

 J. If answer to D is YES, how much of post-appraisal budget has been allocated 
to solve (i) potential outstanding environmental issues (ii) social issues and 
(iii) failed impact on development? 

See I above. 

 K. Has EIB established a mechanism and conducts interim project monitoring? 
YES/NO 

YES. 

 L. If answer to K is YES, what is the frequency of monitoring? As required (visits typically every year, or as required). 
 M. Do project promoters listed in C establish and conduct their own interim 

project monitoring? 
YES. 

 N. If answer to M is YES, what is the frequency of monitoring? As required. 
 O. Have EIB and promoters listed in C conducted an ex-post project monitoring 

of the projects? YES/NO 
YES – where applicable. 

 P. If answer to O is NO when is ex-post project monitoring expected to be 
undertaken? 

N/A 

 Q. Has any of the mitigation measures listed in H been implemented? YES/NO See G above. 
 R. If answer to Q is YES, how much did the mitigation measures cost? Unknown. 
 S. If answer to Q is YES, are the mitigation measures adequate? YES. 
 T. Are project promoters listed in C under obligation to report to EIB any 

environmental or social breaches? YES/NO 
YES, amongst others. 

 U. If answer to T is YES, when are they supposed to report? When / if occurring. 
 V. Has any of the project promoters listed in C ever breached set environmental 

and social standards in the last 3 years? YES/NO 
Not to our knowledge. 

 W. If answer is to V is YES, which promoter breached what standards? N/A 
 X. If answer to V is YES, have mitigation measures put in place been adequate 

or is the problem still outstanding? 
N/A 

 Y. Does an appeal mechanism at country or project level exist? YES/NO Unclear what this question means. 
 Z. If answer to Y is YES, what is the mechanism? See above. 
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 AA. If answer to Y is YES, has there an incidence where an appeal was lodged? 
YES/NO 

Not to our knowledge. 

 BB. If answer to AA is YES, which party appealed? N/A 
 CC. If answer to AA is YES, how did the matter reach finality? N/A 
 DD. Has any of the project promoters listed in C established a Community Future 

Generations Fund from EU funds support? YES/NO 
Not as far as we are aware. 

 EE. If answer to DD is YES, which promoter has done so? N/A 
 FF. Has any the project promoters established a Community Benefit Sharing 

Fund? YES/NO 
No official fund, however indirect benefits of the projects accrue to the 
local communities. 

 GG. If answer is YES, which promoter has done so? N/A 

4. 
 

PUBLIC CONSULTATION  

 A. Were procedures for informing the public about project under appraisal 
incorporated into the project development for companies listed in 2 EE and 3 
C above? YES/NO 

Public consultation is part of EIA requirement in Zambia. 

 B. If answer to A is YES, were public consultations included in the drafting of 
EIA by promoter? YES/NO 

See A. 

 C. If answer to A is YES, have public consultations been adequate? YES/NO YES. 
 D. If answer to A is YES, have public consultations been in compliance with (i) 

national and (ii) EU ToRs for consultation? YES/NO 
YES, at least for (i). 

 E. Was a Social Assessment carried out for each one of the projects listed in 
2EE and 3 C above? YES/NO 

For 2EE – not directly by EIB. Appropriate assessment carried out by the 
intermediary banks. 
For 3C – included in environmental studies as required. 

 F. If answer is YES, were adequate public consultations carried out? YES/NO YES, according to Zambian law. 
 G. Were institutional or country capacity assessments carried out in the context 

of project appraisal in terms of public consultation? YES/NO    
NO. 

5. 
 

POLICY COHERENCE TO DEVELOPMENT POLICIES AND NATIONAL LEGISLATION 

 A. Has there been an assessment of how each loan fits into the joint 
development strategy for the country laid out in the Zambia Country Strategy 
Paper? YES/NO 

YES. But see comment in 2A above. 

 B. If answer to A is YES, what were the findings? The loans financed fit the overall strategy. 
 C. Between the Commission’s Zambia Delegation and EIB, who has been 

responsible for selection and monitoring of projects? 
EIB. 

 D. What policy guidelines and project eligibility criteria have been employed by 
EIB with regard to selection of mining and hydropower projects? 

As mentioned under 2.A and 2.F: they had to fulfill EIB’s appraisal 
conditions with reference to financial, economic, technical and 
environmental criteria.  

 E. Was the environmental assessment procedure used in accordance with the 
EU Directive on impact assessment? YES/NO 

YES, taking local conditions into consideration. 

 F. Was the environmental assessment procedure used in compliance with the 
EIB Environmental Statement? YES/NO 

YES, as valid at appraisal. 
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 G. Are the projects in compliance with national environmental and social policies 
and legislation? YES/NO 

YES. 

 H. In how many of the projects were social assessment procedures as described 
EU/EIB “Social Statement”? 

In all as required at the time of appraisal, however in uncodified form. 

 I. Were Social and Poverty Impact Assessment (SPIA) instruments as 
developed by the World Bank used in EIB projects? YES/NO 

Idem 

 J. If answer to I is NO, what other international good practices or social impact 
analyses were used? 

See I above. 

 K. If answer to I is YES, what other World Bank Safeguard Policies were used? PPAH (pollution prevention abatement handbook). 
 L. Were ECG guidelines been used for evaluation of Zambian EIB Loans? YES. 
 M. Which guidelines from other IFIs were used in Zambia for local and country 

level consultations? 
None. 

 N. Which international guidelines on dams and hydropower were used in the 
selection of EIB projects? 

See O below. 

 O. Was World Commission on Dams recommendations and strategic priorities 
taken into account in project implementation? 

N/A. NB: The two power projects mentioned ONLY included 
refurbishment, uprating and upgrading of existing power stations – no 
new dams were built! 

 P. Have World Bank recommendations emerging from the 2004 “Extractive 
Industries Review Report” taken into account for the most recent mining 
projects? 

NO. Appraisal  was done long time before. 

 Q. Have EIB renewable energy lending priorities stated in the “EIB Sustainable 
Development and Environment Documents July 2002” been taken into 
account in the selection and appraisal of projects in Zambia? 

YES – hydropower. 



Annex 6 - List of the interviews and questionnaires 

 
List of persons interviewed 
 

1. Mr. Rodney Sisala - ZESCO, Managing Director, Lusaka 
2. Mrs. Elanstina Mwelwa - ZESCO, Principal Environmental Scientist, Lusaka 
3. Ms. Brenda Musonda - ZESCO, Social Scientist, Lusaka 
4. Mr. Ezeckel Kasaro - ZESCO, Project Manager, Lusaka 
5. Mr. Edwin Kunda - ZESCO, Planning Engineer, Lusaka 
6. Mr. Alex Mutale - MSDP, Regional Advisor Copperbelt, Kitwe 
7. Mr. Sakala, EU Delegation Official, Lusaka 
8. Mr. Andrea Scott, Bwana Mkubwa Mine, Ndola 
9. Mr. George Shaba, Emerald Miners Association of Zambia, Kitwe 
10. Mr. Victor Kalesha, Emerald Miners Association of Zambia, Kitwe 
11. Mr. Fred Kasongo, North Western Small Scale Miners Association, Solwezi 
12. Mr. Charles Mwandila, Town Clerk, Mufurila Municipal Council, Mufurila 
13. Mr. Mr. Nsendama , Director of Engineering, Mufurila Municipal Council, Mufurila 
14. Mr. Kalaluka Sililo, Small Scale Miner, Lufwanyama 
15. Mr. Charles Muchimba, Mine Workers Association of Zambia 
16. Anonymous, Officials from Environmental Council of Zambia and Mine Safety Dept 

 

Questionaires 
 

1. European Union & EIB (sent 17th February, response received 23rd February 2005) 
2. Environmental Review - Overview and General Information 
3. Bwana Mkubwa Environmental Management 
4. Sustainable Development 
5. Process Review 
6. Effluent and Waste Water 
7. Restricted and hazardous substances 
8. Gaseous Emission 
9. Solid Waste Management 

 
NB: Questionaries 2.-9. received by Bwana Mkubwa and Kansanshi Mine on behalf of First Quantum Minerals on 9. February 2005. ZESCO directly 
responded to questions during a meeting held on 23rd February 2005 inLusaka between ZESCO team lead Mrs Elenstina Mwelwa and consultant.  
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