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Executive Summary 
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Although not well known to the general public, the EIB is the most powerful international lending bank in terms of loan 
volume, with an investment portfolio of over 45 billion euros a year,  twice the World Bank's portfolio. 
Established in 1958 through the Treaty of Rome, the EIB is the financial institution of the European Union (EU) whose 
stockholders are its Member States. Its activity as a lender has progressively extended outside the EU, according to the 
specific mandates based on the different cooperation conventions between the EU and Non-Member States. In the ACP 
countries (Africa-Caribbean-Pacific), the EIB loans are based on the Cotonou Agreement, an d funded both by their 
own resources and those of the European Development Fund (EDF) 1.  
 

When operating in Africa, the EIB considers itself the Development Bank of the European Union, consequently carrying a 
development mandate2. But in this region, a significant part of capitals disbursed by the EIB has been assigned to the 
mining sector.  
 

The mining industry is an extremely controversial activity because of its dire consequences on populations and the 
environment.  The EIB falls far behind the majority of the international financial institutions (World Bank or development 
regional banks, also criticised for their inefficiency) in terms of transparency, environmental and social standards, as well 
as proficiency to successfully lead an intervention for development. 
 

This report is based on the projects financed by the EIB from 2000 (date of signature of the Cotonou Agreement) to 
2006, as data concerning 2007 is not available yet. This report highlights the increasing involvement of the EIB in the 
mining sector in Africa, and goes on to analyse the questions raised. Do mines really contribute to development? What 
are the environmental and social risks linked to this activity? Is the EIB able to cope with these issues? What are the 
conditions required for this activity? 
 

Mines are top of the agenda for the EIB. In 2006, 100% of funding accorded to Zambia was assigned to the mining 
sector, and particularly to the biggest African project of open-pit copper mines. By the end of April 2007, the EIB allocated 
a loan of 32 million euros for a new mine in Zambia. In July 2007, the bank approved two huge mining projects: a project 
on nickel and cobalt production in Madagascar (200 to 230 million €), and the project for a copper and cobalt mine in 
Tenke Fungurume in DRC (100 million €). These amounts are exceptional for the Africa-Caribbean-Pacific region, where 
financing has seldom surpassed 80 million euros. In July 2007, 75 to 80% of the loan volume being ev aluated at the 
EIB for the ACP countries was destined to the mining  sector. The latest decisions of the EIB confirm its  marked 
preference for the African mining projects. 
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From 2000 to 2006, the EIB invested more than 364 million euros in mining projects in eight African countries3. In certain 
cases, the mining projects represented the highest investments by the EIB in the country. Thus, in Zambia, more than 
80% of financial amounts invested by the bank between 2000 and 2006 went to the mining industry. Beyond these direct 
investments, the EIB is also a stakeholder of two Funds specialized in mines, the African Lion and the African Lion 2, 
created to identify, study and invest in projects in Africa, with profit sharing in mining companies. By investing in big 
mining companies4, these funds have participated in the development of mining projects in the sector of gold, nickel, 
diamonds or coal in countries such as Democratic Republic of Congo (DRC), Mauritania, Senegal, Ghana or Tanzania. 
 

The EIB does not seem to consider that lending or investing in the mining sector is enough. In December 2006, it was 
the official sponsor5 of a forum called Mines 2006, where promoters and entrepreneurs from the south of Africa 
presented new « business development projects » in the mining sector, to European and international investors6. The 
objective is clear: to link companies and economic actors from the south of Africa to those from the richest countries, in 
order to generate new investment dynamics in the mining sector, and profit from the price hike of raw materials.  
 
 
 
 
 
 

                                                 
1 In 2005, the EIB allocated to the ACP region a funding volume of 537 million euros (388 came from the EDF and the rest from EIB's 

own resources). Annual report 2005, p.46 
2 See http://www.eib.org/acp, «As the development bank of the European Union, the Bank has been a partner in the development of 

the majority of ACP countries for thirty years now, and for many of them, for 40 years» 
3 Congo, Gabon, Kenya, Malawi, Mauritania, Mozambique, Senegal and Zambia 
4 For example : African Energy, Albidon Limited, Adamus resources Limited, Birim Goldfields Inc., Copperbelt Minerals, Kasbah 

resources, Mineral Deposits Limited, Platmin Limited, Shield Mining Limited, Sphere Investments Limited 
5 http://www.mines2006.com/supportorganisations.aspx 
6 http://www.mines2006.com 
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Mines and development: a controversial correlation 
 

The authorities of the EIB regularly invoke the fact that the mining industry contributes to the development of African 
countries, even affirming that this is one of the few ways of developing Africa. This refers to the creation of employment, 
raising public cash reserves through taxes and royalties and developing the private sector, in accordance with one of the 
objectives formulated in the Cotonou Agreement.  
 
Many research studies, particularly the Extractive Industries Review (EIR)7, severely question the link between the 
mining sector and development. This review shows that mines do not necessarily entail development, and that globally, 
the richest countries in terms of mining resources have a weaker growth rate than others. The mining sector must be 
considered carefully. As regards the investments made by the EIB, the benefits announced were not forthcoming.  
 
Mining profits and governmental revenues: an embarr assing gap  
 

Under the influence of World Bank and IMF policies, many African countries adopted very attractive fiscal incentives for 
foreign investors. Sometimes, the States have accepted even more unfair contractual conditions. In the case of Mopani 
mining project supported by the EIB in Zambia, the royalties' rate is fixed contractually at 0,6%8, being one of the lowest 
in Africa. Moreover, fiscal evasion practised by the extractive companies operating in the developing economies partly 
explains the weakness of government revenues. Thus, in-depth research lead by the British NGO Christian Aid, 
published in January 20079, shows that in spite of a context where the demand and prices of minerals are shooting up in 
the international markets, the revenues received by the African States often remain very weak. During his speech in 
February 2006, the Minister of Finance of Zambia, a country rich in minerals in which the EIB has massively supported 
mining development, estimated that the government would no doubt receive less than 11 million US dollars transferred 
as royalties for 2006. This represents 0,1% of the total value of production for 200510. 
 
Job creation: a misleading argument   
 

The very capitalistic mining sector, creates little employment and does not absorb the jobs which disappear when 
traditional activities are replaced. According to the United Nations Economic Commission for Africa, « The concentration 
of growth in capital-intensive sectors such as oil and mining and the shift away from agriculture without absorption of the 
displaced labour, have contributed to job losses and the worsening of living standards. »11. Moreover, women are 
practically excluded from mining jobs, which are often precarious with poor salaries and working conditions. Also, the 
privatization of mine exploitation has deprived employees of basic services, formerly supplied by public companies.  
 
Funding the mining industry: a support to the priva te sector... of the North 
 

Reasoning frequently used by the institutions financing the mining sector, and particularly by the EIB, is that these 
investments would foster the development of the private sector, thus energizing national economies. Supporting the 
private sector is an important argument for the EIB as it is one of the objectives announced in the Cotonou Agreement. 
 

But in almost all cases, the funds from the EIB go to subsidiary offices of big companies from the North (Australia, 
Canada, United-Kingdom, France, etc.). It is surprising that these actors benefit from the advantageous loans from the 
EIB. Nothing proves that they really need them. It would seem more coherent for this « non-profit bank »12 to devote its 
funds to firms that -because of their size or country - have very little access to private financial markets in order to create 
economic activities in direct response to national demands. That is not the case of the multinational mining companies 
from rich countries focused on big export markets. 
 

Moreover, support of the private sector in the interest of African countries should aim at creating a local economic 
network of African entrepreneurs. Yet, EIB financing does not seem to have an impact on the local private sector. 
Upstream (exploration, material selling...) as well as downstream (development of the manufacturing industry), the 
industries in developing countries cannot establish themselves as leading players, mainly because of protectionism set 
by Northern industries. A recent report from the United Nations Conference on Trade and Development (UNCTAD) 
shows that the receptive countries do not benefit from technology transfers13. 
 
Funding mines: a cooperation objective for the EU?  
 

In order to plan cooperation frameworks with Africa, the European Union sets the conditions for negotiations carried out 
with each country concerned in Country Strategy Papers (CSP). These documents identify the specific problems in each 
country, defining the actions and sectors in need of priority support. The analysis of the content of these CSP and of 
EIB investments shows that the Bank does in no way f ollow the priorities identified by the EU.  Even if the EIB is 

                                                 
7 The Extractive Industries Review (EIR) is an in-depth research on the extractive sector commissioned by the World Bank, that 

reached key recommendations so that extractive projects can obtain positive impacts. Being an international reference (due to its 
multisector surveys in diverse world regions), EIR has published the final report «Striking a Better Balance» in December 2003, 
which analyzes the situation, highlighting the main controversial issues in order to suggest recommendations. 

8 The Zambian law foresees a royalty rate of 3% 
9 Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007 
10   Ibid., p.24 
11 Economic Commission for Africa (ECA) of the United Nations, Recent economic trends in Africa and prospects for 2006, p.30 
12 See FAQ on the EIB website: http://www.EIB.org/products/faq/index.htm#how-does-the-eib-differ-from-commercial-banks 
13 UNCTAD Report  2007, The least developed countries report 2007, knowledge, technological learning and innovation for 

development 
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not formally bound by these documents, it is obvious that it should be inspired by them, owing to the fact that it is 
considered the main instrument of European cooperation. 
 

The fact that the EIB seems to be willing to favour the mining sector sometimes counteracting the Europe an 
objectives is extremely serious . Thus, on the one hand, the EU funds a diversification programme in Zambia, with 
funds from the European Fund for Development (EFD) so that the country may step out of the traditional mining sectors 
such as copper and cobalt. And at the same time, between 2000 and 2006, the projects funded in Zambia by the EIB 
through the EFD are exclusively focused on opening or expansion of copper mines.  
 
A focus on mining that influences other investments ’ choices of the EIB 
 

The extractive sector consumes considerable amounts of energy. Setting up a mining project may need the simultaneous 
funding of power stations to feed it. Thus, the aim of the Motraco II project, funded repeatedly by the EIB14, announcing 
«the reinforcement of the electric network between South Africa, Swaziland and Mozambique » is in fact to feed the 
aluminium mega-project of Mozal. This is located near a bauxite mine, also funded with 22 million euros by the EIB. 
Following an industrial rather than a developmental logic, the EIB can then spend millions of euros to allow the mining 
projects that it funds to access electricity in regions where the local population is deprived of this service. 
 
 




�	���	������	���	����������
��	�����	
 
A sector enclosing social and environmental injusti ce 
 

The mining industry causes disastrous effects on the environment: deforestation; granting access to forests; moving 
huge quantities of earth; water and land pollution by chemical products used for extraction (cyanide, sulphuric acid…) or 
by heavy metals, acid reaction, mineral residues, dust and mud that pollute air, soil and crops; poisonous gas 
emanations… A mine's effects can remain long after it has closed down, considering that operators usually consider that 
clean-up of the site, rather than rehabilitating it, is enough.  
 

Social impacts are also serious: population displacement, loss of means of subsistence (agriculture, fishing or breeding 
are endangered because of both land appropriation by mining companies and pollution of ecosystems), difficulty to 
obtain water (this resource being massively consumed or polluted by the mine), health problems due to pollution, growth 
of prostitution and sexually transmitted diseases (particularly Aids) linked to the massive arrival of migrant workers, etc. 
 

Finally, in countries (many in Africa) characterized by political instability, corruption and weak institutions, the big mining 
projects contribute to deepen crisis and conflicts. When national authorities are too weak to protect citizens' rights in 
communities affected by mines or to solve the conflicts that may arise, people's resentment grows and can get out of 
control. All countries in which the EIB invests face serious corruption problems15. In certain cases, the presence of 
private security guards engaged by the mining companies to protect their working fields is the cause of violence, which a 
weak nation cannot handle adequately.  
 

Beyond local conflicts, huge mining projects also quite often represent a risk to political stability on a larger scale 
(pressure from neighbouring nations, war for the control of sites…). The mines have often worsened existing conflicts or 
sustained them, minerals being sold by the armed groups with the complicity of big mining companies. For example,  
companies such as Mopani16 and First Quantum17 have been linked to illegal exploitation of resources in DRC. However, 
the EIB has accepted to finance these two companies 18.  
 
Today, the EIB is not capable of addressing these is sues  
 

Considering the huge social and environmental risks entailed in the mining industry, it is necessary to guarantee high 
standards of protection for the environment and impacted communities. However, the EIB is characterized by the 
weaknesses of its environmental and social norms and procedures. 
 

                                                 
14 Loan of 10 million euros in 2002, then of 1,75 million in 2003, and also four loans before 2000, in 1999, of 8,2 million euros, 8,2 

million euros, 16,8 million and 19,9 million respectively. 
15 See the 2006 corruption ranking of Transparency International. The nations where the EIB has funded mining projects between 

2000 and 2006 are all   at the bottom of the chart: Congo and Kenya: 142nd position, Gabon, 90th position, Malawi: 105th position, 
Mauritania: 84th position, Mozambique: 99th position, Zambia: 111th position. 
http://www.transparency.org/news_room/in_focus/2006/cpi_2006__1/cpi_table 

16 See the Global Witness report, Digging in Corruption, Fraud, abuse and exploitation in Katanga’s copper and cobalt mines, July 
2006, p. 46-47. 

 See also the article published in The Post (Lusaka), on 11th July 2006, Report Places Lusaka in Centre of Corruption, by  Kingsley 
Kaswende. Still available on: http://king-dean.blogspot.com/2006/07/drc-copper-fraud-zambia-in-mess.html 

17 Final report of the Panel of Experts on the Illegal Exploitation of Natural Resources and Other Forms of Wealth of the Democratic 
Republic of the Congo, october 2002 

 See Annex III. http://www.natural-resources.org/minerals/cd/docs/other/N0262179.pdf 
 See also p.9: « For example, in its attempts to buy right to the Kolwezi Tailings, First Quantum Minerals (FQM) of Canada offered a 

down payment to the State of $100 million, cash payments and shares held in trust for Government officials. According to 
documents in the possession of the Panel, the payments list included the National Security Minister, Mwenze Kongolo; the Director 
of the National Intelligence Agency, Didier Kazadi Nyembwe; the Director General of Gécamines, Yumba Monga; and the former 
Minister of the Presidency, Pierre-Victor Mpoyo. The FQM share offer to those officials was premised on a sharp rise in its share 
price once it was announced that it had secured some of the most valuable mineral concessions in the Democratic Republic of the 
Congo. » 

18 Mopani Copper Project : loan of 48 million euros assigned in 2005; Bwana Mkubwa Mining expansion (project fully exploited by First 
Quantum): loan of 14 million euros in 2002 
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When operating within the EU, the EIB is bound by European law. But when it comes to non-EU countries, and 
particularly to the ACP region, the Bank follows very weak guidelines. The documents presented as the EIB’s action 
guidelines on social or environmental aspects are vague, unclear and undeveloped. They often refer to principles instead 
of listing operational standards. For example, the EIB cites the precautionary principle without explaining how to 
implement it. The EIB also enumerates many European and international laws, treaties and policies without specifying 
which ones are binding. The EIB also refers to European Union standards clarifying that outside the EU, these norms are 
only “benchmarks”, « subject to local conditions and laws ». In the specific mining sector, the EIB has no specific policy 
but only a vague four-page « position» on the Extractive Industries Review (EIR)19, that does not endorse the concrete 
recommendations of the EIR. 
 

The EIB operates within a huge legal uncertainty, which is particularly problematic considering that it intervenes in 
countries where local legislation are often insufficient to ensure a rightprotection of the environment and the population.  
 

EIB's procedures are also elusive. The Bank has made an effort to be precise through its Environmental and Social 
Practices Handbook in 2007. However, the EIB generally avoids determining rigorous and binding evaluation criteria. The 
Environmental Impact Studies (EIS) are still perceived as an administrative formality, since the decisions on loan 
allocation can be made before these studies are achieved. Moreover, the EIB solves the issue of project follow-up in two 
pages in its Environmental and Social Practices Handbook. Here it sets forth that the project promoter must supply 
regular information about the project's progress, report if the commitments made have been complied with and produce 
Promoter Progress Reports (PPRs). But there is no indication on how these reports should be carried out (regularity, 
content, precision, evaluation criteria). Finally, the eventual violations of the environmental and social conditions of the 
project by the promoter are not discussed anywhere. 
 
A lack of will from the EIB?  
 

For a long time now the EIB has considered itself a private bank. Even if the EIB recognizes explicitly today its role within 
the area of development, this rhetorical change has only manifested itself in extremely insufficient progress regarding its 
approach and its operations. Though it handles a bigger loan portfolio than the World Bank, EIB staff is only 10% of the 
WB's personnel, and only four persons work in the environment unit. The Board meets ten times a year to examine over 
three-hundred projects, therefore the obvious lack of time prevents any in-depth evaluation.  This minimalist organisation, 
of which the EIB is proud, considerably cuts down on their operative costs. But it eludes any efficient examination of 
projects and any reduction of negative social and environmental impacts of the projects received. 
 

The EIB refuses to assume any responsibility for the funded projects: « The Bank cannot give assurance about the 
behaviour once the equipment is installed »20  The Bank relies on the project's promoter, who is not impartial, or on local 
authorities concerned, who are not necessarily able or willing to ensure protection for the population and the 
environment21. 
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The EIB must adopt standards based on existing legislation. Many international conventions set standards that can be 
used in the case of mining projects, such as the Convention on Biological Diversity, the Kyoto Protocol and the MARPOL 
convention on marine pollution. Moreover, various multi-sector processes have permitted to set standards applicable to 
extractive operations. The aim of the Extractive Industries Review (EIR) is to ensure that investments in extractive 
industries can really contribute to improving living conditions of poor and indigenous communities respecting the 
environment and human rights. 
 

The EIB must abstain from funding any mining project s until it reforms its procedures. The Bank must adopt 
precise and restrictive standards concerning: poverty alleviation, improvement in the living conditions of local 
populations, social and environmental responsibility, consultations with the concerned population and offer utmost 
transparency. It must draw up institutional and procedural reforms. It must also plan an independent evaluation of these 
reforms as from 2010, date of the mid-term evaluation of its external mandate. 
 

 
 
 
 
 
 
 
 
 
 
 

                                                 
19 See footnote in page n°7 
20 Environmental and Social Practices Handbook, p.22 
21 See for example in Environmental and Social Practices Handbook from the EIB, p.19, Summary of legislative compliance : « The 

Promoter is responsible for legal compliance whereas regulatory and enforcement tasks lie with the Competent Authorities ». Or 
well, in the case of global loans, p.26 :  « the financial intermediary will undertake to promote compliance of the sub-projects with 
relevant national and EU law », ou p. 23 « For Mid-Cap and Global Loansand for Funds, the Bank normally delegates the 
verification of any NTS, EIS and other environmental documents to the intermediary or Fund manager and does not publish such 
documents on its own website » 
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Friends of the Earth recommends EIB to immediately a dopt the following ten priority measures: 
 

1.Systematically assess the impact of mining projects on local communities and vulnerable groups (particularly on 
women, ethnic minorities and poorest population) and to fund projects only when they benefit all affected groups, 
including vulnerable population; 
2. Ensure that poverty reduction plans are in place priori to project start; 
3. Require health impact assessments to be conducted during project preparation, along the lines of the course manual 
published by the World Health Organization in 2003; 
4. Adopt a binding policy on public consultation that imposes a serious consultation of local communities affected by 
mining projects, in a reasonable timeline, with a complete information available in the appropriate languages, to obtain 
their free prior and informed consent, before the project is considered by the Board of Director of the Bank; 
5. Require comprehensive Environmental and Social Impacts Assessments (ESIA) for all mining projects, including 
project expansion, and require that this ESIA is completed before the loan approval; 
6. Set up a grievance mechanism open to local people’s complaints; 
7. Establish clear guidelines on mine closures and require closure plans including financial plans, and make those plans 
public before the approval of the project ;; 
8. Establish clear guidelines on tailing, mining waste disposal and use of chemicals, and ban the use of chemicals every 
time there is an alternative; 
9. Disclose all the key documents related to the projects financed, including economic documents (host government 
agreements) and monitoring reports, and require the disclosure of revenue payments on company and government level; 
10. Ban investments in mining projects located in “no-go zone”, ie protected areas and critical natural areas (zone I-IV of 
the IUCN and wetlands protected under Ramsar convention), areas of important cultural, sacred  or heritage value, as 
well as conflict zones and potential conflict zones.  
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With over 364 million euros invested between 2000 and 2006, the mining sector is one of the most important investment 
sectors for the EIB in the ACP countries, more than transportation22, telecommunications23, water and sanitation24, 
agriculture and fishing25.. Education and health in Africa did not receive any funding from the EIB during this period. In 
2007, the EIB has already approved more than 330 million euros of loans to mines in Zambia, Madagascar and DRC. 
 

However, the economic arguments of the EIB in terms of employment, fiscal revenues or support to the private sector in 
the host countries is extremely weak. Even worse, the EIB does not have the capacities to evaluate and control the 
social and environmental impacts of projects funded . In the ACP region, the EIB must intervene according to a 
development mandate. But the mining activity consists in exploiting exhaustible resources during a given period of time, 
causing irreversible damage to the ecosystem and to the social organization of resident communities. How does this 
meet the objective of sustainable development included in the Cotonou Agreement? 
 

Today, mining activities are focused on the needs of industrialized countries: mines are operated by western companies 
and resources are exported to the North to satisfy consumer needs in rich countries (or in emerging ones that export 
manufactured products to rich countries). Without strict environmental and social standards, there is no chance that this 
industry will improve the living conditions of African countries and populations. 
 

The current economic climate will probably encourage Northern mining companies to increasingly ask for the support of 
international financial institutions such as the EIB. The prices of mining products are likely to rise. And the fact that a 
growing amount of Chinese firms are landing on the African continent, encouraged by the richness in natural resources, 
seems to create some panic among global giants. At the end of January 2007, the world’s leading mining companies are 
said to have gathered in a secret meeting with the United Nations and the World Bank to discuss possible support in 
order to facilitate their stay on the African continent26. Ironic as it may seem, some companies even evoked 
environmental standards as a strategy to show their comparative advantage in this arena. This context is an opportunity 
for the EIB to meet the demanding social and environmental standards needed for operational procedures to comply with 
sustainable development in the mining sector. In the meantime, a moratorium seems to be necessary to avoid funding 
potentially catastrophic projects during the period of elaboration of standards by the EIB, which should comply with best 
international practices. 
 
  

                                                 
22 235 millions euros invested between 2000 and 2006 for ACP+OCT (Africa Caribbean Pacific + Overseas Countries and Territories) 
23 51 millions euros invested between 2000 and 2006 in Africa 
24 231 millions euros invested between 2000 and 2006  for ACP+OCT 
25 41,2 millions euros invested between 2000 and 2006  for ACP+OCT 
26 See article in Times, 29 January 2007, Mining giants indignant that someone else should rape and pillage Africa, David Robertson:  

«The world's largest mining companies are turning to the UN and the World Bank in an attempt to prevent China freezing them out 
of Africa, The Times has learnt. The heads of more than a dozen mining companies representing assets of more than $700 billion 
(£357 billion) met in secret at the World Economic Forum at Davos last week..» (...) «The most ambitious plan of the mining 
"governors," and perhaps the most fanciful, is to ask the United Nations to mandate that countries must sign deals that require 
participants to meet high environmental and safety standards. Chinese miners have a poor reputation in these areas and one chief 
executive who was at the governors' meeting said that Africa was being "raped and pillaged" by China.» (...) «Another strategy 
developed by the governors was to contact the World Bank's International Finance Corporation (IFC), which invests in projects in 
developing nations. Partnering the IFC would let Western miners offer the same sort of incentive-laden deals as China.» Article 
available on the following website: http://www.gata.org/node/4757  
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Introduction 
 

 
 
The European Investment Bank (EIB) invests increasing ly huge amounts in mining projects in Africa. But n ot 
only does the place of this kind of industry in the  investment portfolio of a bank operating with a de velopment 
mandate seem questionable, but also the EIB does not  have the means to properly evaluate the environmen tal 
and social impacts of the funded projects. 
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Though it is not well known by the general public, the EIB is however a main actor among international financial 
institutions (IFI). With an investment portfolio of over 45 billion euros a year, or twice the (best known) World Bank's 
portfolio, it is the world’s most powerful lender in terms of loan volume. 
 
Established in 1958 through the Treaty of Rome, the EIB is the financial institution of the European Union (EU) whose 
stockholders are its Member States, having jointly subscribed its capital. It was originally created to fund the big 
infrastructure necessary to integrate the economies of the Member States of the European Union and to encourage 
investments in the less developed areas.  
 
But its budget, mission and field of action have considerably evolved since then, enabling the development of its 
activities outside the EU borders. After starting to fund projects in Africa in the '60s, then in Latin America and Asia in 
1993, 13% of its loans today involve countries outside the EU, from China to Brazil, representing an investment volume 
of 5,9 billion euros in 2006. 
 
Even if its activities in the countries of the Southern hemisphere still represent a relatively small portion of its global 
budget (compared to investments made within the Member States), they enable the Bank to be a main actor among the 
international financial institutions financing projects in the South. 
 
The expansion of the EIB's activities outside the EU is the result of decisions made by the Council of the European Union 
who assigns external mandates to the Bank. These mandates are based on the different cooperation frameworks settled 
between the EU and the Non-Member States. In the ACP countries, the EIB loans are based on the Cotonou Agreement, 
and are funded both through their own resources and those of the European Development Fund (EDF)27. 
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When intervening in Africa, the EIB considers itself the Development Bank of the European Union, consequently carrying 
a development mandate28. But when we look at how these funds are allocated in this region, we observe that a 
significant part of the capital invested by the EIB has been assigned to the mining sector. Moreover, beyond the direct 
financing of projects in this sector, the EIB offers active support to promote the mining sector in many other different 
ways. Thus, the EIB participates in Funds exclusively specialized in the development of the mining industry, besides 
lending to financial intermediaries who can later invest in mining projects. Since the financed projects are not public it is 
very difficult to supply precise information on this point.  
 
However, the mining industry is an extremely controversial activity because of its dire consequences on populations and 
the environment.  
Devoted to the exploitation of exhaustible resources, this activity is considered non-sustainable. Its positive effects on the 
economy are questionable. This industry is responsible for significant negative impacts: deforestation; threats to 
biodiversity, water and land pollution, population displacement, conflicts, violation of human rights, deepening of 
inequality, corruption, appropriation of resources benefiting industry at the expense of populations...  
 
Also, the EIB falls far behind the majority of the international financial institutions (World Bank or development regional 
banks), in terms of transparency, environmental and social standards, as well as its capacity to successfully lead an 
intervention for development, these institutions themselves being criticised for their inefficiency.   
 
A very controversial sector and a rather unequipped bank: the perfect combination for mining projects which do not 
encourage the development of the concerned countries. Considering the priorities defined by the EU in the documents 
defining the strategy for European cooperation with the countries from the ACP region, the EIB makes incoherent 
choices.  
 
The aim if this report is to highlight the increasing involvement of the EIB in the mining sector in Africa, to later analyse 

                                                 
27 In 2005, the EIB assigned to the ACP region a funding volume of 537 millions euros (388 from the EDF and the rest from the EIB's 

own resources). Annual report 2005, p.46 
28 See http://www.eib.org/acp, «As the development bank of the European Union, the Bank has been a partner for the development of 

the majority of ACP countries for thirty years now, and for many of them, for 40 years» 
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the questions raised. Do mines really contribute to development? Does the EIB's involvement coincide with the Cotonou 
Agreement? What are the environmental and social risks linked to this activity? Is the EIB able to address these issues?  
 
This report is based on the projects financed by the EIB from 2000 (date of signature of the Cotonou Agreement) to 
2006, as the data for 2007 is not available yet. The activities that have been analysed contemplate everything related to 
the mining industry: exploratory or feasibility studies, mine opening or extensions, existing and new mineral deposits, 
production units and processing plants for raw materials from the mining sector.  
 
Mines are top of the agenda for the EIB. In 2006, 100% of the funding accorded to Zambia was assigned to the mining 
sector, and particularly to the biggest African project of open-pit copper mines. By the end of the year, the Bank was the 
official sponsor of a business meeting aimed at encouraging foreign companies in the mining industry to invest in Africa. 
The year 2007 gave very clear signs from the beginning. In July 2007, 75 to 80% of the loan volume being examined at 
the EIB for the ACP countries was destined to the mining sector. By the end of April 2007, the EIB allocated a loan of 32 
million euros for a new mine in Zambia. On July 17th, the Bank approved two huge mining projects in Africa: a project on 
nickel and cobalt production in Madagascar comprising an investment of 200 to 230 million €, and a project for a copper 
and cobalt mine in Tenke Fungurume in DRC (100 million €). These amounts are exceptional for the Africa-Caribbean-
Pacific region, where investments seldom surpass 80 million euros. Even though we are still unable to analyse 2007, we 
must bear in mind that the latest decisions of the EIB confirm its marked preference for African mining projects. 
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I. The increasing involvement of the EIB in the mining sector  
 

 
 
Among the poorest countries in the world, such as Mauritania, Uganda, Mozambique, Congo, Zambia, Zimbabwe, Kenya 
or Senegal, the EIB should meet Millenium Development Goals. The Bank should devote a significant part of its funds to 
projects that encourage real human, social and economic development (education, health, access to water, support to 
small and medium enterprises, strengthening of institutions, etc.). 
 
However, when we look closely at the projects funded by the EIB in the countries of the ACP region during the past ten 
years, we notice that the selected projects do not include prioritizing the elemental needs expressed by the populations 
involved. During the analysed period (2000-2006), no project focused on education or health has been financed in the 
ACP area, despite the fact that these sectors are considered fundamental in terms of poverty alleviation. 
 
But many hundreds of millions of euros have been devoted to projects in the very controversial mining sector. The EIB is 
getting involved actively in the mining sector. The Bank not only evaluates projects submitted by clients but also acts in 
diverse ways in this sector, showing interest in mining deposits and thus making this sector a priority. The diverse ways in 
which the EIB intervenes include, particularly: 
 
- Financing projects for the opening or extension of mines 
- Financing feasibility studies 
- Participating in funds devoted to mining exploitation 
- Financing the expansion of mining activities through global loans  
- Promoting events to encourage foreign mining companies to land in Africa. 
 
Thus, the EIB finances precise, often huge, projects which include: extraction or exploitation of iron, copper, manganese, 
sodium carbonate, magnesium, strontium, potassium, titanium or even the production of aluminium. But beyond these 
projects and countries, the Bank widely backs the African mining sector by supporting regional initiatives in indirect ways 
on a continental level. The involvement of the EIB in the extractive industry is confirmed by its global loans and also by 
the promotion of the sector.  
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From 2000 to 2006, the EIB invested in mining projects in eight African countries: Congo, Gabon, Kenya, Malawi, 
Mauritania, Mozambique, Senegal and Zambia. But the EIB extends its support to the mining sector beyond these 
countries. As we will see in the second part of this chapter, the Bank supports regional initiatives on a continental level 
thus supporting projects in other African countries. 
 
The specific projects financed in countries of the ACP region mostly concern the opening of new mines to exploit mineral 
deposits or to extend their production capacity. Certain projects involve feasibility studies or even the financing of 
foundries devoted to processing the raw materials coming from the mines.  
 
The following countries have had mining projects directly funded by the EIB between 2000 and 200629. 
 
1. Congo 
 
In Congo, the only project financed by the EIB betwe en 2000 and 2006 is a mining project . It concerns a recently 
approved preliminary study focused on the exploitation of magnesium and potassium beds. 
 
Country : Congo 
Project  : Kouilou Magnesium – Phase 1 
Amount  : 13 million euros 
Project description : Bankable feasibility studies relating to development of magnesium and potash deposit in Kouilou 
region 
Signature date:  19th June 2006 

 
 
 
 
 
 
 

                                                 
29 The period has been chosen considering that Cotonou Agreement was signed in 2000 and data on EIB's activity for 2007 is still not 

available at present. 
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2. Gabon 
 
In Gabon, 2 projects out of seven concerned the mining sector,  that is 28 % of all projects. In terms of funding volume 
assigned to the sector, mining projects concentrated more than 27 % of total funding allocated to Gabon by the EIB. The 
aim of the fund was to support an industrial project for the production of manganese. 

 
Country : Gabon 
Project  : Complexe industriel de Moanda    
Loan amount  : 6 million euros 
Project description : Construction of an industrial estate for the improvement and clustering of manganese in Moanda  
Signature date:  13th November 2000 

Country  : Gabon 
Project  : Complexe industriel de Moanda    
Loan amount  : 6 million euros 
Project description : Construction of an industrial estate for the improvement and clustering of manganese in Moanda  
Signature date : 13th November 2000 

 
 
 
 
3. Kenya 
 
A third of the projects funded in Kenya involved the mining sector (three out of nine total projects). This represents 20% 
within the financial volume mobilised by the EIB for Kenya. These loans have all supported a project for the production of 
sodium carbonate. 
 

 
 
 
Country  : Kenya 
Project  : Magadi Soda Pure Ash Project             
Loan amount  : 11 365 500 € 
Project description: Expansion of soda ash production capacity and product quality enhancement  
Signature date : 7th April 2004 

Other sectors

Mining projects  20,28%

Kenya - "mining sector" within financial volume  20 00-2006

Other sectors

Mining projects 27,27%

Gabon - "mining sector" within financial volume 200 0-2006
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Country  : Kenya 
Project  : Magadi Soda Pure Ash Project             
Loan amount : 8 930 000 € 
Project description : Expansion of soda ash production capacity and product quality enhancement  
Signature date:  7th April 2004 

Country  : Kenya 
Project  : Magadi Soda Pure Ash Project             
Loan amount  : 1 623 640 € 
Project description: Expansion of soda ash production capacity and product quality enhancement  
Signature date:  7th April 2004 

 
 
 
4. Malawi 
 
In Malawi only one project of 300,000 euros out of five projects funded between 2000 and 2006 involved the mining 
sector. Mining exploitation is not a favourite sector for the EIB in this country. 
The project involved the exploitation of strontium deposits. 
 

 
Country  : Malawi 
Project  : Kangankunde Feasibility Study            
Loan amount  : 300 000 € 
Project description : Feasibility study for development and mining of strontium deposit in Kangankunde, north of 
Blantyre 
Signature date : 13th March 2003 

 
 
 
5. Mauritania 
 
Out of 14 projects, two involve the mining sector. But in terms of volume, mining projects are significant since they 
represent 35% of amounts assigned to Mauritania. 
These loans concern projects for the exploitation of iron deposits. 
 
 

 
 

Other sectors 98,36%

Mining projects 1,64%

Malawi - "mining sector" within financial volume  2 000-2006

Other sectors 64,18%

Mining projects 35,82%

Mauritania - "mining sector" within financial volum e  2000-2006
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Country  : Mauritania 
Project  : El Aouj Study               
Loan amount  : 5 million euros  
Project description : Feasibility study for development of El Aouj iron ore deposit around 50 km north-west of 
Zouérate 
Signature date : 10th February 2005 

Country  : Mauritania 
Project  : SNIM VI      
Loan amount  : 30 million euros 
Project description : Expansion of iron ore exporting capacity from deposits in Nouadhibou and Zouérate 
Signature date : 22nd December 2000 

 
 
 
6. Mozambique 
 
Over a total of 16 projects in Mozambique, 4 involved mining projects, this is 25% of the total. In terms of financial 
volume, nearly a third of all amounts was assigned to the mining sector. Funding concerned mostly titanium production 
but also aluminium production. 

 
Country  : Mozambique 
Project  : Moma Titanium               
Loan amount  : 2,75 million euros  
Project description : Mining, concentration and separation of heavy mineral sands 
Signature date:  30th June 2005 

Country  : Mozambique 
Project  : Moma Titanium               
Loan amount  : 15 million euros  
Project description : Mining, concentration and separation of heavy mineral sands 
Signature date: 18th June 2004 

Country  : Mozambique 
Project  : Moma Titanium               
Loan amount  : 40 million euros  
Project description : Mining, concentration and separation of heavy mineral sands 
Signature date: 18th June 2004 

Country  : Mozambique 
Project  : Mozal II 
Loan amount  : 20 million euros  
Project description : Expansion of an aluminium smelter near Maputo 
Signature date:  11th December 2001 

 
 
 
7. Zambia 
 
Figures in Zambia are particularly enlightening. Nine out of twelve projects involved the mining industry in Zambia 
between 2000 and 2006. Most of all, they exceed 81% of all financial volume engaged in this period. 
In Zambia, almost all funding concentrated on copper extraction and production. 
 

Other sectors 66,73%

Mining projects 33,27%

Mozambique - "mining sector" within financial volum e  2000-2006
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Country  : Zambia 
Project  : Small scale mining sector loan (sysmin) 
Loan amount  : 8,5 million euros  
Project description : Financing for small and medium-scale ventures in the non-traditional mining sector 
Signature date : 13th December 2006 

Country : Zambia 
Project  : Lumwana Copper Project 
Loan amount  : 48 million euros  
Project description : Development of new copper mine near Lumwana in North-Western Province of Zambia 
Signature date : 29th November 2006 

Country  : Zambia 
Project  : Lumwana Copper Project 
Loan amount  : 18 million euros  
Project description : Development of new copper mine near Lumwana in North-Western Province of Zambia 
Signature date : 29th November 2006 

Country  : Zambia 
Project  : Lumwana Copper Project 
Loan amount  : 19 million euros  
Project description : Development of new copper mine near Lumwana in North-Western Province of Zambia 
Signature date : 29th November 2006 

Country  : Zambia 
Project  : Mopani Copper Project     
Loan amount  : 48 million euros  
Project description : Rebuilding and modernisation of Mufulira copper smelter  
Signature date : 25th February 2005 

Country  : Zambia 
Project  : Kansanshi Copper Mine  
Loan amount  : 34 million euros  
Project description : Development of open-pit copper mine in Kansanshi, north-west Zambia  
Signature date : 11th December 2003 

Country  : Zambia 
Project  : Bwana Mkubwa Mining Expansion 
Loan amount  : 14 million euros  
Project description : Expansion of a copper production facility near Ndola 
Signature date : 9th August 2002 

Country  : Zambia 
Project  : Lumwana Study                              
Loan amount  : 7 million euros  
Project description : Feasibility study for mining of copper deposits in Lumwana 
Signature date : 18th October 2001 

Country  : Zambia 
Project  : Small scale mining sector loan (sysmin) 
Loan amount  : 8 million euros  
Project description : Financing for small and medium-scale ventures in the non-traditional mining sector 
Signature date : 12th October 2000 

 
 

Other sectors 18,88%

Mining projects 81,12%

Zambia - "mining sector" within financial volume  2 000-2006
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The EIB invested twice in Funds specialized in mining exploitation between 2000 and 2006. 
 
Thus, the EIB is the 2nd main stockholder of the African Lion Limited Fund (AFL) out of a total of 6 stockholders. It 
invested 6,75 million US dollars. Created in 1999, the African Lion is a Fund specializing in mines, to identify, assess and 
invest in African projects taking equity interests in investee companies in the sector. The African Lion invested in different 
projects, particularly concerning gold, diamonds or coal30. 
 
This Australian-based Fund focused on Africa31 has invested in mining companies and holds a profit-sharing position in 
different companies. Though the African Lion Fund (AFL) the EIB maintains an indirect organic link with companies such 
as Albidon Limited (whose biggest stockholder is the AFL)32, Copperbelt Selection NL, Petra Diamonds Limited, Platmin 
Limited, Shield Mining Limited, Sphere Investments Limited33. 
 
In 2004, African Lion 2 Limited was born. It specializes in areas such as gold, base metals, coal, industrial minerals and 
diamonds34. With its 6,35 million euros invested in the African Lion 2, the EIB is once again the second main stockholder 
out of a total of six, after the Botswana African Mining Fund. 
 
Up to the present, African Lion 2 has invested in 10 mining companies: African Energy, Albidon Limited, Adamus 
resources Limited, Birim Goldfields Inc., Copperbelt Minerals, Kasbah resources, Mineral Deposits Limited, Platmin 
Limited, Shield Mining Limited, Sphere Investments Limited35.  
 
The EIB has participated through African Lion in supporting mining projects involving gold, diamonds, coal and minerals. 
The number of countries involved coincides with those having received direct loans from the EIB. As a matter of fact, 
African Lion's website reveals having financed projects in Democratic Republic of Congo (DRC), Mauritania, Senegal, 
Ghana, Tanzania, Botswana, Zambia and South Africa, as well as Tunisia and Morocco for non ACP countries36.  
 
African Lion 2 will keep acting until its capital has been fully invested. 
 
The repeated participation of the EIB in these two successive Funds shows how deeply it is interested in the mining 
sector. Through Funds shared with other stockholders, the EIB thus supports active companies focused on the 
exploitation of diamonds, gold, coal, etc. During an intervention in December 2006, the EIB confirmed its position: “ EIB 
is a major investor in the African Lion Mining Fund. This invests in medium-scale mining projects, usually at an early 
stage. So far, investments totalling EUR14.7M in 11 countries covering 24 projects ranging from gold to diamonds to 
niobium to zircon to iron ore“37.  
 
It is surprising to verify that the money mobilised by the EIB towards these investments comes from the European 
Development Fund, an instrument responding to a development cooperation mandate. Using the EDF would be 
acceptable if African Lion invested these funds in local small and medium enterprises. It would thus directly encourage 
the development of the local economy.  But in this case, African Lion invests in international companies or big firms 
trading on the Canadian or Australian stock-exchange. Some of them are the world leaders in this sector. 
  
 

ACP countries African Lion Mining Fund II 
(Regional fund for investing 
in early-stage equity in 
mineral resource 
companies throughout 
Africa) 

7,000,000 EDF – capital at risk 12.10.2004 

ACP countries African Lion Mining Fund 
(Participation in a regional 
venture capital fund) 

8,000,000 EDF – capital at risk 21.12.2001 

 
 
 
                                                 
30 «African Lion Limited (AFL) is a specialist mining fund established to identify, assess and invest in resource projects in Africa. AFL 

aims to take equity interests in investee companies. AFL has invested in opportunities in gold, base metals, diamonds, PGM's and 
coal».  See http://www.afl.co.za/afl1/main/index.asp 

31 The only physical address appearing on the African Lion's website is based in Melbourne. See: 
http://www.afl.co.za/AFL1/shareholders/index.asp 

32 http://www.minesite.com/companies/comp_single/company/albidon-ltd.html 
33 http://www.afl.co.za/AFL1/about/company_structure/index.asp 
34 «African Lion 2 Limited (AFL2) is an early stage investor in gold, base metal, coal, industrial minerals and diamond opportunities in 

Africa. Oil and gas opportunities are specifically excluded», http://www.afl.co.za/AFL2/about/investment_strategy/index.asp.  
35 http://www.afl.co.za/AFL2/about/company_structure/index.asp 
36 See the African Lion maps: http://www.afl.co.za/AFL2/investments/index.asp and http://www.afl.co.za/AFL1/investments/index.asp  
37 Intervention of the EIB in December 2006 at Mines 2006, 'European Investment Bank in Africa – Extractive Industries', slide 28. See 

http://www.mines2006.com/Presentations.aspx 
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The EIB frequently uses what it calls «global loans». This consists in lending a certain amount to intermediaries (mostly 
commercial banks) who in turn lend to their own clients. 
 
The main problem with global loans which concentrate a huge part of financial volumes every year is their lack of 
transparency. It is difficult to know which the deal is between the EIB and the financial intermediary and to identify the 
final destination of these funds. 
 
Therefore, it is possible that certain global loans are aimed at supporting activities linked to the mining sector without  
making it public or allowing any traceability of the funds to their final destination company. Finally, the name given to a 
global loan may announce that it will be assigned to the mining sector. That is the case of a recently approved global 
loan assigned for small scale mining exploitation in Zambia by the EIB (see charts above). 
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The EIB not only lends or invests money in the mining sector. It seems to actively encourage the expansion of this sector 
in a continent which already suffers from resource pillage. This is quite predictable when we consider that the success of 
mining investors directly impacts the Bank's investment recovery as confirmed by its participation in the African Lion 
Fund. 
 
In December 2006, the EIB was an official sponsor38 of the Mines 2006 forum. This forum held in Lusaka (Zambia) was 
introduced as a forum where promoters and entrepreneurs from Southern Africa presented new « business development 
projects » in the mining sector to European and international investors39.  
 
A huge supermarket of potential mining projects? 
 
The objective is to link enterprises and economic leaders from Southern Africa (Angola, Botswana, DRC, Lesotho, 
Madagascar, Malawi, Mozambique, Namibia, South Africa, Swaziland, Tanzania, Zambia, Zimbabwe) with those from the 
richest countries (preferably from the EU, North America and Australia40) in order to encourage new investment dynamics 
in the mining sector. The site suggests a long list of potential projects sorted by country or type of resource (from 
diamond to uranium, from copper or coal to manganese).  Through something similar to classified ads, project promoters 
speak wonders of the potential of a project, pointing out if they are looking for an investor, a partner for exploration, 
development or funding41. Other documents distributed at the forum supplied a regional map from only one perspective: 
mining richness, location and nature of deposits. 
 
The documents and data on the forum's website highlight the exceptional richness and business potential of this region 
encouraging promoters to seize the opportunity offered by a «boom» in global demand42.  
 
The press release announcing the meeting in Lusaka reveals its huge ambitions: «European and Southern African 
mining consultants are currently in the field identifying mining projects in the 14 countries of SADC (from Angola, DRC 
and Tanzania in the north to South Africa in the south and now including Madagascar).  Once the identification work is 
completed around 100 projects will be selected for presentation at MINES 2006»43. 
 
The EIB is visibly present. Not only does it bring sponsoring to the Lusaka meeting but it also introduces itself during 
debates as a «substantial contributor to the resurgence of copper mining» in Zambia44, presenting later the different 
financial tools available to clients. 
 
 

                                                 
38 http://www.mines2006.com/supportorganisations.aspx 
39 http://www.mines2006.com 
40 «In principle any mining or mining finance company with a serious interest in Southern Africa may apply. If it is necessary to limit 

numbers of participants at the event in Lusaka preference will be given to companies from EU, North America, and Australia (or their 
representatives from South Africa or other SADC countries).». See: http://www.mines2006.com/FAQ_EU.aspx 

41 http://www.mines2006.com/SelectionSADC.aspx 
42 http://www.mines2006.com/Downloads/EN/SADC%20Mining%20Industry%20Review_MINES%202006.pdf 
43 Mines 2006, Press Release. 
44 See slide n°26, presentation of the EIB during M ines 2006 – See: 

http://www.mines2006.com/Downloads/Presentations/Workshop%202/Mining%20ESSIP%202006.ppt 
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II. Funding mines: true development? 
 

 
 
In the ACP countries, the EIB mandate is based on the Cotonou Agreement45. We could then infer that its action should 
be guided by the priority objectives enunciated in this agreement, which are poverty alleviation and promotion of 
sustainable development. The EIB very clearly recognizes its role as a development bank in this region: « As the EU's 
development bank, the EIB has been a development partner in most ACP countries for some 30-40 years. »46 
 
To ensure that the Bank's support to the mining sector is in compliance with its mandate, this support should contribute to   
development. This reasoning is frequently invoked by the EIB's authorities to justify loans in extractive industries. Thus, 
mines seem to have a positive effect on the host countries' development since they permit employment creation, raising 
the public reserves through taxes and royalties and developing the private sector, in accordance to one of the objectives 
formulated in the Cotonou Agreement.  The documents prepared for the recent mining investors meeting (Mines 2006) 
perfectly reflect this position:  
 
« Historically, in the case of mineral rich areas with a prevalence of profitable deposits, many governments throughout 
the world were inclined to explore and mine on their own behalf. However, due to the high investment risk and the large 
amounts of scarce capital investment required (for which there is more pressing need), the SADC States and others by 
2006 generally adopt a facilitating and regulatory role of private mining sector development. The States have much to 
gain from the development of their mining economies through employment (often in rural areas), taxation and other 
benefits, with the primary risk undertaken by private investment »47. 
 
But these arguments do not match the reality of the mining industry’s effects in the field. Not only does the mining sector  
not produce the positive impact that the EIB enunciates, but the loans assigned to this sector do not include the sectors 
which are much more essential in terms of poverty alleviation, the latter being a priority objective in these countries. 
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For a long time most economists have thought that developing countries possessing mining resources could become rich 
and develop through mining exploitation. But many research studies have shown that the link between exploitation of 
mineral resources, economic growth and poverty alleviation48 does not exist. On the contrary, countries rich in natural 
resources are more likely show lower economic performance than those which do not have these resources. 
 
One important reference document on the issue of extractive industries is the report commissioned by the World Bank 
and accomplished by the Extractive Industries Review  (EIR). After performing an in-depth independent and 
multidisciplinary research study, carried out through regional consultations during two years on a worldwide basis, 
involving a wide variety of actors (governments, enterprises, NGOs, communities living in the surroundings of the mining 
sites etc.), by the end of 2003 the EIR published its conclusions and precise recommendations. This report is a reference 
today and it analyses the countries’ capacity to fight against poverty through the development of the mining sector:  
 
«Data on real per capita gross domestic product (GDP) reveal that developing countries with few natural resources grew 
two to three times faster than resource-rich countries over the period 1960–2000. Of 45 countries that did not manage to 
sustain economic growth during this time, all but six were heavily dependent on extractive industries, and a majority of 
them also experienced violent conflict and civil strife in the 1990s»49. 
 
«The lack of poverty alleviation benefits at the local level was a repeated theme throughout the entire EIR process. 
Testimonies reported increased poverty due to various problems related to extractive industries—ranging from polluted 
rivers to loss of access to grazing grounds, loss of access to forests, increase in the price of basic needs, increase in 
sickness, and increase in other social problems.»50 
 
«At the project or local level, the picture of poverty alleviation is mixed. Resource extraction can create poverty directly 
by damaging the environment on which subsistence economies depend and by creating new social and economic 
problems. Indigenous peoples and local communities alike assert that their socio-cultural integrity and well-being are 
time and again undercut by extractive projects. On the other hand, projects can create job opportunities for local people, 
encourage local businesses, and provide vital infrastructure for remote communities that do influence development 

                                                 
45 « Current EIB-ACP cooperation is based on the Cotonou Agreement providing mandates for the EIB to provide reimbursable aid to 

projects, alongside grant aid from the European Commission in 79 ACP countries.» 
(http://www.EIB.org/projects/regions/acp/index.htm) 

46 http://www.EIB.org/projects/regions/acp/index.htm 
47 http://www.mines2006.com/Downloads/EN/SADC%20Mining%20Industry%20Review_MINES%202006.pdf 
48 Sachs, Jeffrey D. and Andrew Warner. 1997a. Natural Resource Abundance and Economic Growth. HIID Working Paper, 

November, or Ross, Michael L. 2001. Extractive Sectors and the Poor: An Oxfam Report. Boston: Oxfam America.  
49 Striking a Better Balance, The World Bank and Extractive Industries, volume I, 2003, p.12 (p.26 du pdf) 
50 Striking a Better Balance, The World Bank and Extractive Industries, volume I, 2003, p.17 (p.31 du pdf) 
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positively, such as roads and education and health care facilities. A multi-project analysis and case studies on community 
perspectives of IFC and MIGA investments and guarantees commissioned by EIR indicated that project funding in the 
extractive industries has not had poverty reduction as its main goal or outcome. And qualitative investigation reveals that 
the poorest do not benefit from extractive industries. Qualitative research indicates that investments that do make 
contributions to poverty alleviation and capacity building through infrastructure (such as electrification of a region or 
potable water systems) do not benefit the poorest because tariffs are out of reach or distribution systems are not 
egalitarian».51 
 
Despite the results of this research, some people still invoke the historical role of extractive industries in the evolution of 
Northern countries in order to introduce it as a model for developing ones. But we need to remember that the countries 
involved at that time were not as dependant on mining industry in the XIX century as many developing countries are 
today. At that time, the extractive activity came hand in hand with an industrialization process which included the 
transformation of infrastructure, as well as financial, educational and political institutions, something that hardly occurs 
today in mining countries. In the Northern countries the mining industry was based on well-protected national markets, 
whereas the resources extracted today are generally exported instead of staying in the country in which they are found.  
 
In conclusion, we are not saying that mines can never contribute to development, but we cannot say that they 
systematically encourage it either. This type of activity must be assessed very carefully. And in the particular case of 
investments made by the EIB, the predicted benefits are not yet forthcoming.  
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In theory, taxes and royalties paid to the States by the companies exploiting natural resources should widely benefit 
national economies by raising public budgets to support failing sectors (health, education, water, transportation etc.). But 
in fact, we observe a huge imbalance between the benefits generated by the private mining companies and the benefits 
perceived by the exporter countries. This gap is now even clearer considering the price hike of raw materials over the 
last few years. In fact, the growing needs in dynamic economies such as India, Brazil and most of all China has provoked 
a mineral price boom in the international markets. But the benefits generated by the increase in exports of primary 
products, have not been absorbed by developing countries. 
 
Thus, in-depth research lead by the British NGO Christian Aid published in January 2007,52 shows that, in spite of a 
context where the demand and prices of minerals are shooting up in the international markets, mining investments in 
developing countries seem to benefit these countries and their populations less and less. This very well documented 
report, based on case studies, reveals the unacceptable gap between giant profits to foreign companies and insignificant 
revenues perceived by the host country.  
 
This situation can be explained by the fact that many developing countries have conceded huge fiscal incentives to 
mining companies, particularly by applying the Structural Adjustment Programs from the World Bank and IMF during the 
80's and 90's. At that time these programs justified these policies of fiscal reduction in the need to create a convenient 
environment for foreign investors.  
 
Many developing countries, rich in natural resources, suffered the same evolution: mining companies controlled by the 
State were broken up and privatized following the idea that the sector would be better managed by private foreign 
companies. Later, following the advice of international financial institutions (such as World Bank and IMF), different 
measures were implemented to attract foreign investors. This often translated into the adoption of new mining codes 
which freed conditions for exploitation deals and supplied entrepreneurs with diverse economic and fiscal advantages. 
 
In addition to weak taxes and royalty rates, these regulations permitted degrees of tolerance and tax incentives, such as 
reduction or even suppression of customs duties for the import of materials needed for mine exploitation, as well as very 
convenient schemes for calculating taxable income. 
 
Moreover, many developing countries have linked to extractive companies through contracts that give companies 
supplementary fiscal advantages, even more so than those granted by mining legislation. It is particularly the case of 
Zambia, where the EIB has financed several mining projects over the last years. Finally, these measures and incentives 
have brought licence fees and royalties from foreign companies to practically nothing for the host country53.  
 
Research studies are today questioning the relevance of these fiscal incentives54. Companies go wherever the resource 

                                                 
51 Ibid., p.17 (p.31 du pdf) 
52 Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007 
53 See L. Wells, N. Allen, J. Morisset et N. Pirnia, Using Tax Incentive to Compete for Foreign Investment: Are They Worth the Cost?, 

FIAS, World Bank/IFC, 2001 
54 See L. Wells, N. Allen, J. Morisset et N. Pirnia, Using Tax Incentive to Compete for Foreign Investment: Are They Worth the Cost?, 

FIAS, World Bank/IFC, 2001 



EIB: six years financing the plundering of Africa   Les Amis de la Terre/Friends of the Earth France               19 

they are looking for can be found, and it is doubtful that tax incentives will influence their choice of one country over 
another. We can mention as an example the case of Botswana, which kept quite high taxation schemes and profit 
sharing for the State. This allowed the country to receive acceptable revenues for the exploitation of its diamond deposits 
and did not scare off investors attracted by the resource. 
 
A second reason explaining the lack of public revenues is fiscal evasion practised by extractive companies operating in 
developing economies.  Companies manipulate the accounts to artificially increase their costs in a particular country (so 
that less profit is taxed once costs are deducted), or they reduce their declared income. For example, a report 
commissioned by the Tanzanian government reveals that multinationals in the country systematically overestimated their 
production, transportation and capital costs in order to alleviate their fiscal load55.  
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In Zambia, the mining industry only contributes to 12% of total taxes received from companies, whereas exportation 
income rises to 70%.  
 
Having checked certain mining contracts signed by Zambia, Christian Aid reveals that the government had agreed to 
maintain the same fiscal conditions for partner companies for a period of 20 years56. 
 
Even though the Zambian legislation sets royalties at 3% for the mining sector, in the case of Mopani mining project, 
supported by the EIB, the royalties' rate is fixed contractually at 0,6%, being one of the lowest in Africa. 
But that is not all. According to the secretary of the Department for Mineral and Mining activity, income taxes are limited 
to 25% for the mining sector whereas other sectors are subject to a 35% rate (25% puts Zambia among the countries 
with the lowest income tax in the world). Moreover, the import of equipment for exploration or mine extraction is exempt 
from import duties, and last but not least, companies can deduct many items when calculating their taxable income57. 
 
The EIB apparently did not study this issue very closely before transferring 48 million euros to Mopani Copper Mining 
(MCM) to exploit copper deposits in Zambia, as it explains in its « Project Summary Information » for the Mopani project: 
« MCM has been very successful in turning about the losses suffered by mining activities, generating added value, 
reflected in salaries, royalties and corporate taxes. »58  
 
The consequence of all these fiscal incentives offered by Zambia is that the state does not benefit at all from the growth 
of the copper market. A study lead by PriceWaterhouseCoopers (PWC) in 2005 revealed that 40 mining enterprises have 
increased their net income eightfold since 200259 and since the price hike in minerals in the international market, even 
though, benefits in favour of the Zambian government have halved since 200260. As regards revenues perceived by the 
country from the extractive industry sector, it only rose 1,7% between 2002 and 2004/2005. During a speech in February 
2006, the Minister of Finance calculated that the government would no doubt receive less than 11 million US dollars 
regarding payment of royalties for 2006. This represents 0,1% of the total value of production for 200561. 
 
Zambia, under pressure from local business role-players, NGOs and trade unions, all exasperated by the privileged 
incentives offered to foreign mine exploiting companies in the country, announced during the presentation of the 2007 
budget that royalties for the mining sector would increase from 0,6% to 3%, adapting to practices in other countries of the 
world. But some days later the Minister of Economy had to correct this information pointing out that this reform would not 
include companies already operating in the country, since Zambia was bound by former agreements62.  We know 
however that the government could negotiate contractual restrictions to make this hike accepted, considering this is 
legitimate international practice. 
 
Considering an unemployment rate of 50%, that 64% of the population lives with less than one dollar a day63, that more 
than 45% of the population is aged under 15 and that AIDS is estimated to reach a rate of 16,5% in 2003, Zambia clearly 
needs public revenue to develop its social, education and sanitation systems. 
  
It is alarming to confirm that the EIB encourages the development of mining contracts in a country where the royalty rate 
clearly runs counter to the local economy. 
 
 
 

                                                 
55 See the report by Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007, p.9 
56 See the report by Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007, p.23 
57 Ibid., p.22 
58 EIB Project summary information: Mopani copper project (Zambia), sept. 2004  
59 Ibid., p.9-11 
60 See the report by Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007, p.7 
61 Ibid., p.24 
62 Article on 21st February 2007, «Zambia: Mineral tax increase holds no benefit for citizens», IRIN, 

http://www.irinnews.org/Report.aspx?ReportId=70279 
63 World Bank, World Development Report 2005 
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Employment is an essential aspect of the fight against poverty. Lenders, such as the EIB, investing in the mining sector 
regularly use employment generation as a justifying argument. This argument should be considered very carefully. 
Contrary to what one may think, mining extraction is not a sector with high employment rates.  
 
For the Economic Commission for Africa, the magnitude of both the extractive sector and foreign direct investments 
constitutes a weakness for the African economy, particularly because of the scarce benefits in terms of employment 
generation: 
 
« A major weakness of the recent growth performance in Africa is that it is mainly driven by extractive industries, 
especially oil and minerals. This exposes resource-rich economies to the adverse effects of fluctuations in international 
commodity prices, in addition to the negative effects of exchange rate appreciation on export competitiveness. The future 
of resource-led growth remains uncertain given the vagaries of international commodity markets. Moreover, given the 
weak employment gains from resource-based economic expansion, the recent patterns of growth are not likely to 
generate meaningful increases in living standards for the majority of the population. »64 
 
« The heavy concentration of FDI [foreign direct investment] in extractive industries raises concerns with regard to the 
impact on employment and poverty reduction as well as potential adverse effects on the environment. Given that 
production technology in these sectors is highly capital intensive, investment is generally accompanied by little job 
creation. Moreover, production in these sectors carries insufficient spill over effects on the rest of the economy as output 
is exported with little value added. »65 
 
Mergers and acquisitions in the extractive industry over the last few years brought about capital concentration and job 
losses. The development of open-air mines, which need a smaller workforce than underground exploitation, together with 
the growth in productivity, contributed in weakening mining employment. The International Labour Organization confirms 
this downward trend:  
 
« The extractive industries are not a significant source of employment on a worldwide scale and (...) employment in the 
formal part of this sector is even declining, despite increasing production and the opening of new mining sites. There has 
been a general growth in productivity during the last ten years. New and renovated sites are increasingly capital oriented 
and need fewer workers per production unit than they did previously, event if several teams are needed to guarantee 
continuous operation. Direct employment has diminished. »66 
 
Not only is the mining sector a poor source of employment, but it also eliminates those jobs that other sectors of the 
economy offered, such as agriculture:  
 
« The third cause of poor employment performance is the shift of economic activity away from agriculture into capital-
intensive sectors such as mining and oil production. From 1994 to 2003, 35 out of 51 countries (with adequate data) 
experienced a decline in the share of agriculture in GDP (WorldBank2005). This shift of economic activity away from 
agriculture has been accompanied by little or no increase in productivity in the agricultural sector and very low absorption 
of labour into the non-agricultural sector, resulting in high under-unemployment in the rural/agricultural sector. »67 
 
« An important cause of the slow progress in human development is the fact that growth has not been accompanied by 
significant job creation. The concentration of growth in capital-intensive sectors such as oil and mining and the shift away 
from agriculture without absorption of the displaced labour, have contributed to job losses and the worsening of living 
standards. »68 
For example, in Ghana, the Chamber of Mines has assessed that this sector, first in terms of exports in the country, 
employs only 11,000 people over a total population of 20 million. This situation was different: in the past, the mining 
companies in Ghana employed a third of the workforce in the formal sector. But the evolution of technology and 
practices, such as open-air mines, have reduced the need for labour and enhanced the role of capital in the mining 
sector69.   
 
 
 
 
                                                 
64 Economic Commission for Africa (ECA) of the United Nations, Recent economic trends in Africa and prospects for 2006, p.2 
65 Ibid, p.46 
66 ILO, The evolution of employment, working hours and training in the extractive industries, Tripartite meeting on the evolution of 

employment, working hours and training in extractive industries, 2002; p.1 
67 Economic Commission for Africa (ECA) of the United Nations, Recent economic trends in Africa and prospects for 2006, p.49 
68  Ibid p.30 
69 See the report by Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007, p.6 
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Not only is the mining sector a poor source of employment, but also the nature and quality of jobs created are not always 
satisfactory.  
 
First of all, mining exploitation is almost completely dominated by men. In developing countries, there are almost no 
women working in this sector, which is considered tough and dangerous. In spite of its magnitude, the mining sector does 
not help in the fight against women's unemployment. 
 
On the other hand, when companies announce new vacancies, it is important to see how they are divided into long-term 
positions and temporary contracts which do not change the situation for local workers in the long run. It is also interesting 
to verify if jobs in higher rungs are occupied by foreigners or are also open to local employees. In Zambia, an average of 
slightly over half of all miners benefit from long term contracts. Many of them earn a monthly salary below US$ 360, 
which is the amount considered necessary to cover the monthly food needs of a family.70 
 
An article recently published by IRIN (independent news agency for the UN Office for the Coordination of Humanitarian 
Affairs) reported the opinion of a Zambian shop steward about job creation in the mining sector : 
 
«Rayford Mbulu, president of the Mineworkers Union of Zambia, said the jobs created were of poor quality, the mining 
houses had implemented no social policies for their employees, and employment had not provided any escape from 
poverty. "It would have been better if these investors, in spite of paying low salaries, could at least invest more in the 
communities where they operate, but generally their approach to corporate social responsibility is very poor," he said»71.  
 
In Zambia, before privatizations, companies used to supply basic services, such as health centres or schools, to the local 
population. But this practice seems to have vanished since new mining companies landed72 and the government has not 
yet stood in to supply the services given up by mining firms73.   
 
Another issue concerns retired workers. Agreements signed between enterprises and the government usually took into 
account the continuous obligation to cover medical expenses for former employees. But this responsibility is not fully 
assumed by companies in certain cases. According to the report recently published by Christian Aid about the mining 
sector, the former system permitted Zambian mining employees who had endured health problems linked to their 
professional activity, to benefit from full free medical insurance, even after retirement. The new scheme only covers 50% 
of medical expenses74. 
 
Finally, wage levels are very unsatisfactory. In March 2007, strikes broke out in the mines managed by Mopani Copper 
Mines (financed by the EIB): an article published in the Times of Zambia reveals that workers asked for a pay rise of 
40%75.  
 
In conclusion, the privatization of the mining sector and the need to improve operational performance resulted in 
considerable job losses and a total disregard for workers' rights. It seems thus difficult to affirm that this sector is today 
useful in terms of unemployment alleviation. 
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Another view frequently expressed by institutions financing the mining sector, particularly by the EIB, is that these 
investments enable the development of the private sector and the stimulation of a country's economy. Supporting the 
private sector is particularly important to the EIB since it is one of the objectives enunciated by the Cotonou Agreement. 
 
The development of enterprises and economic activities in a developing country is indeed essential. But this argument is 
irrelevant when we learn which enterprises are directly supported by the EIB.  
 
Considering the systematic lack of information on global loans given by the EIB (loans transferred through a third party, 
generally a financial intermediary without knowing the final recipients), it is impossible to determine which enterprises are 
benefited by EIB financing in the mining sector through a global loan. We will only consider individual projects made 
public by the EIB, and for this we have looked for the enterprises hidden behind each funded project. 
 
                                                 
70 Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007, p.24 
71 Article on 21st February  2007, «Zambia: Mineral tax increase holds no benefit for citizens», IRIN, 

http://www.irinnews.org/Report.aspx?ReportId=70279 
72 Ibid., p.6 
73 As regards Aids, it seems that companies have made substantial provisions.   
74 Ibid., p.25 
75 Article on 1st March 2007, «Mopani Miners Go on Strike», by Rodgers Kalero, Times of Zambia. 

http://allafrica.com/stories/200703010332.html 
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It is quite difficult to find information on enterprises exploiting the mines since they are often sister companies, branches 
or shareholders, capitals shared by diverse role-players, who are sometimes a subsidiary branch of other firms, etc. 
Moreover, the situation changes due to the many variations in capital constitution over time. Despite all these 
uncertainties, Friends of the Earth have tried to identify the enterprises linked to mining projects funded by the EIB76. 
 
· Congo, Kouilou  (feasibility study recently funded by the EIB):  
According to the information found, the project is lead by MagMinerals Inc., 100% held by Magindustries Corp., a 
Canadian enterprise whose head office is located in Toronto.  
 
· Gabon, Moanda Manganese 
The Moanda site is apparently exploited by the firm Comilog, which belongs to a French group, Eramet (67%), the 
Gabonese government (25%), and others (8%)77.  
EIB funding went to the Mining Companie in Ogooué (Comilog) SA.78 
 
· Kenya, Magadi Soda 
Magadi Soda Company Ltd is an enterprise fully owned by Brunner Mond Group Ltd, an industrial group based in the 
United-Kigdom, which in turn is fully held by Tata Chemicals Limited (an Indian giant) since 2006. EIB financing went to 
Magadi Soda Company Ltd79. 
 
· Malawi, Kangankunde 
Little information is available on this project. The EIB's loan has been assigned to Rift Valley Resource Developments 
Ltd. 
 
· Mauritania, SNIM 
This project is one of the rare study-cases which breaks the trend: the SNIM's head office is located in Mauritania and 
the firm is held 78,35% by the Mauritanian government. But it seems widely open to private foreign capitals: KSC 
(Kuwait) 7,17%, Armico 5,66%, Irak Fund 4,59%, BRPM (Morocco) 2,30%, Islamic Bank 1,79%, Mauritanian privates 
0,14%. 
EIB funding went to SNIM80. 

 
· Mauritania, El aouj 
EIB's funding went to El Aouj SA, which is, according to an EIB's press release, a subsidiary office of an Australian 
company, Sphere Investments Ltd. 
 
· Mozambique, Mozal II 
Mozal shareholding is structured as follows: BHP Billiton 47% (its head office is located in Australia), Mitsubishi 
Corporation 25% (Japan industrial giant), Industrial Development Corporation (IDC, South African financial institution) 
24%, government of Mozambique 4%. 
The loan given by the EIB went to the Republic of Mozambique81. 
 
· Mozambique, Moma Titanium 
The Moma Titanium Minerals Project seems to be fully operated by Kenmare resources Plc., an enterprise registered in 
Ireland and trading in the Irish and London stock exchanges. 
EIB financing went to Kenmare Moma Processing (Mauritius) Ltd and Kenmare Moma Mining (Mauritius) Ltd82. 
 
· Zambia, Lumwana 
The project is apparently operated by Lumwana Mining Company Limited, fully held by Equinox Minerals Ltd. Equinox, 
whose offices are located in Australia and Canada, registered in stock exchanges in both countries, defines itself as an 
international company. 
EIB funding went to Equinox Copper Ventures Ltd83. 
 
· Zambia, Bwana Mkubwa 
The project is apparently fully operated by First Quantum Minerals Ltd, whose head office is in Canada (listed in stock 
exchanges in Toronto and London). 
EIB funding went to Bwana Mkubwa Mining Ltd84. 

                                                 
76 Considering the uncertainty of this data and the fact that this might have changed since our research was carried out, this 

information is not supposed to be used or quoted in other documents. Persons interested in this subjet should themselves carry out 
the research on the companies concerned.   

77 Article published in French on 11th June 2006 in Info Plus Gabon, Gabon: COMILOG réalise un chiffre d'affaires de 187 milliards de 
F CFA pour 2005, (Gabon: COMILOG 's  reaches 187 billions F CFA for 2005),  
http://www.infosplusgabon.com/article.php3?id_article=458.   

78 EIB's Annual Report 2000, statistics. 
79 EIB's Annual Report 2004, statistics. 
80 EIB's Annual Report 2000, statistics. 
81 EIB's Annual Report 2001, statistics. 
82 EIB's Annual Reports 2004 and 2005, statistics. 
83 EIB's Annual Report 2001, statistics. 
84 EIB's Annual Report 2002, statistics. 
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· Zambia, Kansanshi 
This project is said to be held by First Quantum Minerals Ltd (whose head office is in Canada and listed in stock 
exchanges in Toronto and London) up to 80% and the other 20% belongs to ZCCM (Zambia Consolidated Copper Mines, 
controlled by the Zambian government). 
EIB funding went to Kansanshi Mining Plc. 
 
· Zambia, Mopani Copper Mine 
Mopani Copper Mines Plc. (MCM) is apparently held up to 73,1% by Glencore International (one of the world's biggest 
industrial suppliers of raw materials based in Switzerland), 16,9% by First Quantum Minerals Ltd (based in Canada and 
trading in stock exchanges in Toronto and London) and 10% by ZCCM (Zambia Consolidated Copper Mines, controlled 
by the Zambian government). 
EIB funding went to Mopani Copper Mines Plc85. 
 
Thus, EIB financing goes mostly to subsidiary offices of big Northern companies (Australia, Canada, United-Kingdom, 
France, etc.), which are considered «local» firms in legal terms though they clearly belong to foreign groups. 
 
On the one hand, it is surprising that these kinds of role-players are the ones to benefit from loans with convenient rates 
given by the EIB. It would be more reasonable if this « non-profit »86 Bank devoted its funding to enterprises that, 
because of their size or country, find it difficult to obtain loans in the classical private financial markets, to build up 
economic activities in direct response to local demand. This is certainly not the case of the big mining groups from rich 
countries. 
 
On the other hand, investing in big Northern enterprises is clearly not the kind of support that contributes to the 
development of Southern countries!  Supporting the private sector in the interests of Africa should focus on creating a 
local economic system made up by African entrepreneurs. This has hardly been the case.  
 
Apart from the fact that EIB financing mostly supports the private sector in the North, this seems to have no domino effect 
on the local private sector. Upstream (exploration, sales of materials ...) as well as downstream (development of the 
manufacturing industry), industries in developing countries cannot win, due to protectionism established by Northern 
industries:  
 
« International Financial Institutions and foreign investors also claim that industry liberalization will help to stimulate 
economic growth by generating upstream and downstream businesses. This has hardly been the case. Liberalization 
and deregulation of national investment rules, coupled with the ongoing protection of processing industries in the North, 
has discouraged the establishment of local downstream businesses in the countries of operation. Local industry in 
upstream areas like exploration, project development, extraction, processing, transport and retailing can rarely compete 
with large efficient foreign corporations. As a result, corporations often contract foreign partners for both upstream and 
downstream operations. »87  
 
Christian Aid's report88 also reveals that after the privatization of the mining sector in Zambia, new entrepreneurs turn 
away from local enterprises which previously benefited from the mining activity. Christian Aid reports the views of Eddie 
Kapungulya, President of the Chamber of Commerce in Kitwe:  
 
« All the people who were supplying, lost. [The new mine owners] started afresh and it was with a view to create 
deliberate confusion so that they could benefit at the end of the day, not just by lowering costs but by the managers 
themselves getting the contracts. So the manufacturing sector was destroyed. People who used to manufacture for the 
mines could no longer manufacture because these guys were now buying from South Africa and from all over the place 
and disregarding the people who were already there– Though the new mine owners are from different countries, there is 
one approach in common that they would prefer to buy goods from firms based in their home countries. So when you 
hear that they have invested US$500 millions, the net effect on the local economy is virtually zero. »89 
 
The same was confirmed by the United Nations Conference on Trade and Development (UNCTAD). The local private 
sector hardly profits from these investments which above all benefit foreign enterprises: 
 
« Most of those operations are totally owned by foreign investors (rather than joint ventures) and a large share of their  
foreign exchange earnings is retained abroad. Those operations are strongly integrated internationally, but weakly 
embedded into domestic economies, as they have few forward and backward linkages in host economies »90 
 
                                                 
85 EIB's Annual Report 2005, statistics. 
86 See FAQ of the EIB website: http://www.EIB.org/products/faq/index.htm#how-does-the-eib-differ-from-commercial-banks 
87 Friends of the Earth International, Hands off! Why international financial institutions must stop drilling, piping and mining, December 

2003 
88 Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007 
89 Christian Aid, A rich Seam: Who Benefits from Rising Commodity Prices?, 2007, p.24 
90 UNCTAD report 2007, The least developed countries report 2007, knowledge, technological learning and innovation for 

development, see p.33 to 36  
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« The changes in mining policy adopted by African LDCs have neglected wider objectives such as articulating the mining 
sector into broader developmental objectives, for example through backward and forward linkages or domestic value-
added processing of minerals. »91 
 
Technology transfers that could have benefited host countries never took place:  
 
« The potential of those FDI inflows to contribute to domestic technological capability-building in host countries is, 
therefore, very limited. In fact, there is little evidence that the entry of TNCs into mining in those countries is leading to 
the technological upgrading of domestic firms in the same industry. Where some intermediate technology potentially 
useful for small- and medium-scale miners has been developed for secondary processing purposes, its distribution and 
assimilation within the mining community have been limited (Abugre and Akabzaa, 1998). »92 
 
In conclusion, the loans given by the EIB support Northern multinationals, and these neither really need them nor 
contribute to strengthening economies in ACP countries.  
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« According to external development and cooperation policies of the EU, the EIB acts in 79 countries in Africa, the 
Caribbean and Pacific regions (APC) », reports the Bank on its website93. It is then reasonable to wonder how these 
investments in the mining sector relate to cooperation policies of the EU, considering that they do not respond to its 
priorities and that sometimes they even counteract the objectives jointly settled by Europe and its partner countries. 
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All countries where the EIB funded mining projects between 2000 and 2006 are engaged in a long-term partnership with 
the European Union. In order to choose its main cooperation guidelines with Africa, the European Union relies on 
previous agreements with the concerned countries: Country Strategy Papers (CSP). These documents identify specific 
problems in a particular country and decide the actions and sectors in need of priority support. These documents are 
thus drawn up to guide the cooperation policy of the EU in the concerned countries. Most of the latest CSP linking 
different African countries to the EU have been drawn up to cover the period for 2000-2007, even if some of them 
appeared later.  
 
The EIB is not officially bound by the CSP. Nevertheless, considering that the Bank declares that it operates within the 
framework of European cooperation towards ACP countries, we would, above all, expect it to fund the projects which 
would satisfy the priorities identified by these Papers. So ignoring the CSP conclusions only highlights the incoherence 
between the role-players and the European's cooperation instruments in Africa. 
 
For six African countries, funding from the EIB to the mining sector between 2000 and 2006 is extremely significant:  
· Congo: 100% of all funding designated to this country between 2000 and 2006 went to the mining sector; 
· Gabon: 27,27%  of all funding designated to this country between 2000 and 2006 went to the mining sector; 
· Kenya: 20,28% of all funding designated to this country between 2000 and 2006 went to the mining sector; 
· Mauritania: 35,82% of all funding designated to this country between 2000 and 2006 went to the mining sector;  
· Mozambique: 33,27% of all funding designated to this country between 2000 and 2006 went to the mining sector;  
· Zambia: 81,12% of all funding designated to this country between 2000 and 2006 went to the mining sector. 
 
However, CSP agreed between these countries and the European Commission have not always considered the mining 
sector a priority. 
 
The CSP of Congo Brazzaville , covering the period for 2002-2007, established that the priority or focal sectors to be 
supported were institutional development in a context of democratization and policies for the transport sector. The paper 
also identified non-priority sectors that deserved some attention without being a real priority: social sector, health, 
democratization and human rights, AIDS, mine clearance, the environment, funding for NGOs, etc. The mining sector is 
not mentioned either in the priorities, or in the rest of the document. 
 
The document goes further to state the role of the EIB in the country: «Special attention should be paid to transport 
infrastructure, area concentrating most attention». Furthermore, the document explains that the Bank could also 
participate in the expansion of the main companies supplying public services (above all those concerning energy and 
telecommunications) as soon as privatizations are achieved.   However, there is a discrete reference to the mining sector 
as the role of the EIB is analysed, mentioning that the EIB should be prepared to examine demands concerning the 
sectors in which Congo had a 'competitive advantage'. 

                                                 
91 Idem 
92 Idem 
93 http://www.EIB.org/projects/regions/acp/index.htm 
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Despite all this, 100% of EIB funding over the period studied by this document went to the mining sector. 
 
In the case of Gabon , the CSP set for the 2001-2007 period points out two priority sectors: transportation and urban 
planning. None of the loans assigned by the EIB in the concerned period involved these sectors (with the exception of 
information linking these sectors to global loans which are still today confidential). However, Gabon is one of the few 
countries where CSP associated EIB and the mining sector. The Paper clearly encourages the EIB to support the mining 
sector on an economic level since Gabon particularly has a competitive advantage in this field. This means 'giving value 
to the natural richness of the country'.  The need to reduce the country's dependence on oil revenues is outlined.  
 
During the 2000-2006 period, 27,27% of EIB financing for Gabon went to the mining sector. Mining projects were signed 
in 2006 whereas the CSP mentioned above came into force in 2001. 
 
Analysing Kenya , the CSP set for the period ranging from 2003 to 2007 indicated that the two priority cooperation areas 
should be, on the one hand, agriculture and rural development and on the other hand, the road transportation sector. As 
regards non-focal but important sectors, the need for complementary funding for commerce, the environment and 
regional integration and preliminary studies is mentioned.  There is not a single mention of activities linked to the 
extraction of natural resources. 
However, in Kenya, 20,28% of EIB financing between 2000 and 2006 went to the mining sector and not a single project 
financed by the EIB during the period covered by this CSP seems to satisfy the focal sectors identified, which are 
agriculture and transportation.   
 
In the case of Mauritania, the CSP for 2001-2007 planned that the EU would focus its priority aid on transportation and 
capacity-building. The secondary sectors identified do not mention any needs in the area of mining. Beyond the general 
priorities that must guide the EU's actions in the country, the CSP concentrates particularly on the role of the EIB. We 
notice that «the interventions made by the EIB are focused on the development of infrastructure». This action plan also 
states that special attention must be paid to improving the efficiency of public services and infrastructure (above all: 
ports, electricity, water) and to finding ways to encourage participation by the private sector. 
Nevertheless, 35,82% of EIB financing between 2000 and 2006 went to the mining sector in Mauritania. 
 
As regards Mozambique , the CSP for 2001-2007 planned that the two priority sectors would be transportation 
infrastructure as well as agriculture and food security. Other important intervention areas are mentioned: health and 
AIDS, good governance and support to non-public role-players. 
Between 2000 and 2006 in Mozambique, 33,27% of EIB financing went to the mining sector. 
 
Lastly, the example of Zambia  is by far the one that raises most concern. The CSP first identifies two focal sectors: 
transportation and institutional development. Between 2000 and 2006, the EIB did not finance any project involving these 
areas. Further, the CSP enumerates secondary sectors (non-focal sectors), among which we can find the social sector, 
health or education. Once again, the EIB has not funded any of these sectors. 
Finally, the CSP carefully pointed out the priority intervention areas for the EIB in Zambia. In order to support small 
enterprises through global loans jointly with local financial intermediaries, the EIB was then asked to fund infrastructure 
projects, specially energy, water and sanitation, transportation and telecommunications. The chapter concerning the EIB 
never mentions the mining sector. 
 
However, between 2000 and 2006, 81,12% of EIB financing for Zambia went to the mining sector. This extremely high 
percentage is in total contradiction with the needs identified by the country and the objectives set for European 
cooperation with this country. 
 
This also applies in a general way to many other countries where the EIB has supported mining activities through the 
African Lion. Even if it is impossible to estimate numbers for these countries, there is no doubt that in most cases they 
have more urgent needs than the development of the mining industry: Democratic Republic of Congo (DRC), Senegal, 
Ghana, Tanzania, Botswana or South Africa. 
 
This brief analysis of the objectives set within the EU's cooperation framework compared to projects actually financed by 
the EIB during almost an identical period of time reveals significant incongruities. This leads us to think that the EIB does 
not really care about the development priorities identified by the concerned countries and neglects the priorities that it is 
supposed to attend within the action plan of the European Commission. 
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The EIB not only ignores the development priorities set by the EU, but it also completely contradicts the EU's intentions 
by financing projects whose nature stands in the way of the objectives announced. 
 
Thus, we can read on the Zambian Ministry of Mines' website: 
 
«The European Union was pleased to launch the long-expected Mining Sector Diversification Program, MSDP, in 
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January 2002. The European Development Fund, EDF, is supporting this five-year project to promote the sustainable 
development of the Non-Traditional Mining Sector in Zambia. It is aimed at contributing to the important objective of 
poverty alleviation, the most important criteria in all EU development assistance, by diversifying the mining sector away 
from the traditional emphasis on copper and cobalt. This means that the project is aimed at all development efforts within 
the mining sector of Zambia, not dealing with copper and cobalt, and including gemstones, industrial minerals, building 
materials and other minerals and metals».94 
 
On the one hand, the EU thus funds a diversification programme in Zambia with money from the European Development 
Fund (EDF). The objective is to lead the country away from traditional mining sectors; copper and cobalt. But on the 
other hand, between 2000 and 2006, the projects funded in Zambia by the EIB through the FED exclusively involve the 
opening or the expansion of copper mines. Thus, the EIB supports projects which directly contradict European 
cooperation objectives. 
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The extractive industries’ sector consumes significant amounts of energy. The choice of setting up a mining project 
generally entails the need to simultaneously develop power stations to feed it. Yet mines are usually located in regions 
where access to energy is already difficult for the populations. Energy projects are funded to satisfy the mining industry's 
needs whereas the surrounding population has no access to this energy! Certain investments from the EIB reflect this 
absurd situation.  
 
Thus, the Motraco II project, funded repeatedly by the EIB95 announces «the reinforcement of the electric network 
between South Africa, Swaziland and Mozambique ». This could lead us to think that the aim of this project is to bring 
energy to the regional populations. But a bit of research has led us to believe that it is linked to the aluminium mega-
project of Mozal, also funded up to 22 million euros by the EIB. This shows that the only aim of the Motraco project, 
permitting Mozambique to import energy from South Africa, is to feed the Mozal project.  
 
International Rivers Network raises the question:       
 
«Terms for the sale of electricity to Mozal are confidential, but according to a 1999 report in Africa Energy & Mining, the 
cost was pegged to the price of aluminium and amounted to less than $0.02 KwH, cheaper than anywhere in the world 
outside of Canada. Surprisingly, Mozal’s electricity does not come from the giant Cahora Bassa Dam in northern 
Mozambique, which has a capacity of 2,075MW. Instead, the smelter receives its power from Motraco, a consortium 
comprised of electricity utilities from South Africa (Eskom), Swaziland (SEB), and Mozambique (EDM)»96.  
 
This link between the aluminium production plant and the interregional energy project has been confirmed by different 
sources97.  
 
Producing a million tons of aluminium a year, which is wholly exported to Europe, Mozal alone absorbs twice the amount 
of energy consumed by the whole of Mozambique! 98 This situation obviously throws a light on why Mozambique is 
obliged to implement special measures for the mine to be supplied with energy. Furthermore, the very low price of energy 
was a crucial argument to establish Mozal in this country.  
 

                                                 
94 Quote from the Zambian Ministry of Mines' website. See: http://www.msdp.org.zm/ 
95 Loan of 10 million euros in 2002, then 1,75 million in 2003, and also 4 other loans before 2000, in 1999 (8,2 million euros, 8,2 million 

euros, 16,8 million and 19,9 million respectively). 
96 http://www.irn.org/programs/mphanda/index.php?id=0110powerplay.html 
97 According to the press (http://allafrica.com/stories/200702051189.html), «MOZAL requires 900 megawatts, which it obtains from the 

company MOTRACO, jointly owned by Eskom, the Mozambican electricity company EDM, and the Swaziland Electricity Board, 
SEB»; Selon le SARPN (http://www.sarpn.org.za/documents/d0000120/P117_SA-Mozambique_Link.pdf Economic Links between 
South Africa and Mozambique, Carlos Nuno Castel-Branco, août 2002): «First, trade in energy between the two countries, 
particularly Mozambique’s imports of energy from South Africa, increased very sharply in the last two years, mostly due to the 
establishment of the very large aluminium smelter, Mozal, in Beluluane, province of Maputo. Although energy exports are a small 
proportion of South African exports to Mozambique, the energy trade is crucial within the strategy of expansion of South African 
capitalism. On the one hand, ESKOM controls the supply of electricity to Mozal, which consumes more energy than the rest of 
Mozambique. On the other hand, Mozal has enabled a dynamic and structural link between the electricity grids of South Africa, 
Mozambique and Swaziland through Motraco, a joint venture company that supplies South African energy to Mozal»; or also 
(http://www.moles.org/ProjectUnderground/drillbits/980607/98060707.html):  

 « 63 Mozambican peasant families are to receive compensation for land that has been allocated for the construction of an electricity 
sub-station in Beloluane. The total amount earmarked for the compensation is about US$700. The sub-station is EIBng built by 
Motraco, a consortium formed by the electricity companies of Mozambique, South Africa, and Swaziland to supply the power 
needed during the construction of the MOZAL aluminium smelter at Beloluane. According to Motraco, this is just the first stage, 
since more peasants will be asked to abandon the area in July when it starts building the huge infrastructures needed to ensure the 
power supply for operating the smelter. The consortium also intends to build 2 transmission lines that will carry electricity from South 
Africa, through Swaziland, to Beloluane. All the areas where the infrastructure will be built are presently occupied (Panafrican News 
Agency, May 26, 1998)». 

98 Program on RFI (Radio France International) on 28th June 2006, by Dalila Berritane. To listen to it, 
http://rfi.fr/actufr/articles/078/article_44700.asp 
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Thus the EIB uses the ACP funding for mining projects as well as funding their sources of energy instead of using its 
funds for projects that would directly benefit the population. In other words, the EIB spends millions of euros to allow its 
mining projects to have access to electricity in regions where the local population is deprived of this service. 
 
Another similar example occurs in Mauritania. Between 2000 and 2006, the EIB supported only one energy project in this 
country, a power station funded in 2004. Yet, the aim of this project is to supply mining projects with energy instead of 
focusing on the population that has no access to electricity:  
 
« The European Investment Bank (EIB) and SNIM (Industrial and Mining National Society) have signed a EUR 22.5 
million financing agreement for the renovation of the Guelbs power station. (... SNIM operates open-cast iron ore mines, 
including the one at Guelb El Rhein, where the power station project aims to replace old generators which have been 
operating for 20 years with new sets »99. 
 
This means that the total sum devoted to the mining sector in Mauritania between 2000 and 2006 was 57,5 million euros 
both directly (financing for the mines) and indirectly (power station supplying the mines). If we include these indirect 
investments made by the EIB in the mining sector, it can be confirmed that the financial volume earmarked for the 
operation of the mining industry is indeed much more than 50% of the total amount assigned to Mauritania (only 39,2 
million euros have been assigned to other types of projects).  
 
An in-depth study should be carried out to be able to determine the recipients of the energy projects financed by the EIB 
in Africa (energy supply for the population or for industries devoted to cater to our Northern markets?). Thus, it is possible 
that many other projects are effectively linked to a mine, a plant or any other industrial operation for the benefit of 
international enterprises. 
 
Furthermore, the EIB has recently confirmed that it is ready to focus its attention on developing energy projects to serve 
the mining sector. M. White, representative of the EIB in South Africa, expressed his views on this topic in December 
2006: 
 
«White told Reuters on the sidelines of a mining conference in Lusaka that the power projects were aimed at improving 
availability of electricity to shore up industrial growth and also mining activities in the region»100.  
 
The EIB's ambitions in the mining sector have direct effects on choices made for other investments. The available funds 
are thus absorbed, even indirectly, by this industry instead of being devoted to projects effectively encouraging 
development. 
 

                                                 
99   See press release of the EIB, http://www.EIB.org/news/press/press.asp?press=2872, 
100   Article by Reuters on 30th November 2006, http://za.today.reuters.com/news/newsArticle.aspx?type=businessNews&storyID=2006-

11-30T062814Z_01_BAN023271_RTRIDST_0_OZABS-ZAMBIA-POWER-20061130.XML, ou article EIB hints at support for large-
scale power projects, 12 janvier 200,  http://www.langmead.com/cgi-
bin/archfile.cgi?name=100398&magazine=development&issue=q107 
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III. Social and environmental risks 
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Many reports101 and much evidence confirm the damaging impacts of the mining activity on the environment, the 
population and resources. Pollution and disturbance caused are not only restricted to the period of exploitation of a mine 
but they remain long after it has closed down. 
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1. What is a mine? 
 
The mining industry is the group of activities concerning the discovery and extraction of minerals located under the 
earth's surface. These minerals can be metallic or non-metallic (EIB prefers funding projects for the extraction of metallic 
minerals: iron, copper, titanium, manganese...). Mining activities include different stages with specific environmental 
impacts:  prospecting and exploring deposits, then the exploitation and processing of minerals. A deposit is a zone where 
significant concentrations of metals are found, which are later extracted for economic purposes.  
 
Until the middle of the XX century, the most frequent method to exploit big deposits was the underground mine. After 
World War II, technological progress and the production of routers, graders, excavators and more powerful trucks 
enabled huge volumes of material to be moved and lead to the exploitation of open-air mines. Open-air mines are 
increasingly used

102
 since they are less costly, but in essence, they provoke more devastation to the earth's surface. An 

open-air mine is a big pit with deep wide terraces in the middle of bare landscape. After removing vegetation and earth, 
rocks and ore covering the deposits are dug through by dynamiting. Then, this process is repeated to break it up further. 
Thermal and chemical processes later permit the usable metal to be separated from the ore concentration. 
 
2. The consequences of mining exploitation on woods  and forests 
 
According to the report Undermining the forest 103, « mining is considered to be the second biggest threat (after 
commercial logging) to the world's remaining frontier forests ». 
 
Mines occupy big plots of cleared land. Forests and vegetation are thus eliminated, causing the destruction of the 
ecosystem that negatively impacts not only on many species but also on the water courses flowing towards other 
ecosystems and cities. The elimination of primary forests causes a quick outflow of rainwater which worsens floods 
during the wet season, since, because of the destruction of forests, the ground cannot absorb water as it previously did.  
Mineral extraction completely alters soil, preventing any reconstitution of previous vegetation, even once mines are 
closed down. 
 
Moreover, the mining activity consumes in certain cases big quantities of wood (for construction or as a source of 
energy), furthering deforestation. Besides, opening up a mine also involves infrastructure work, such as roads giving 
access to forests, construction of dams and power stations, which entail further clearing operations.  
 
Finally, the remaining forests become polluted as a result of the mining industry: emanation of poisonous substances, 
heavy metals, residual dust. 
 
3. Water resources, victims of the mining industry 
 
The big quantities of water needed by the mining activity generally reduce ground water on the site even drying up wells 
and sources. Unfortunately, mining extraction usually occurs in world regions where there is a lack of water for humans.  
 
But above all, the extractive industry causes water pollution. Chemical products are used to dissolve metals in order to 
extract them from the ore that contains them.  Chemical products used (sulphuric acid, cyanide, sodium...), part of the 
metals present in the ore (copper, mercury, arsenic, selenium...) and other heavy metals (such as cadmium) released by 
the chemical solution, all cause pollution of water sources. This contamination takes place in rivers or groundwater.  

                                                 
101   See : 
 - World Rainforest Movement, L'industrie minière: impacts sur la société et l'environment, 2004, 
 - Forest Peoples Programme, Philippine Indigenous Peoples Links, World Rainforest Movement, Undermining the forest, The need 

to control transnational mining companies: a Canadian case study, 2000 
 - Friends of the Earth International, Hands off! Why international financial institutions must stop drilling, piping and mining, dec. 2003 
102   Today, more than 60% of extracted materials in the world comes from surface mines. 
103    Report Undermining the forest, The need to control transnational mining companies: a Canadian case study, published in 2000 



EIB: six years financing the plundering of Africa   Les Amis de la Terre/Friends of the Earth France               29 

 
Water is often polluted also by acid outflow, which occurs when acids present in certain types of ore, particularly 
sulphuric, are exposed to air and water. This acid outflow also reacts in contact with other exposed minerals. This brings 
about a perpetual circular outflow of acid poisonous material that can remain for hundreds or even thousands of years.  
 
4. Air and soil pollution and waste  
 
Exploiting a mine produces a huge amount of waste, including mineral residues, dust and mud which are often 
contaminated by poisonous products.  According to legislation in each host country, this waste is disposed of in nearby 
water courses or in the ocean, or it is simply piled up or stocked behind a dam. 
With time, after they have dried, residues can disseminate poisonous dust that pollutes air, soil and crops over huge 
distances. This dust causes asphyxia to plants and trees. Poisonous gas and fumes contaminate air around the mine. 
Furthermore, certain types of sulphuric ore in contact with air and water form acid streams which can remain for 
hundreds or even thousands of years through successive chemical reactions.  
 
5. Other impacts: noise pollution and climate chang e 
 
Pollution and destruction constitute a serious threat to biodiversity. Added to this, are the effects of the deafening noise of 
machines used in the mining industry as well as the use of explosives, which can bring about serious disruption to the 
living conditions of local inhabitants (humans and animals). Finally, the extraction of minerals contributes to climate 
change due to the high level of energy required.   
 
6. Closing the mines: its long lasting effects  
 
Whereas continuous clean-up up of mine sites is necessary during the whole exploitation period, clean-up very often 
takes place once the mines have been closed down. Operators carry out the «rehabilitation of the site» once the mine is 
inactive. Companies see this practice as a means to avoid spending significant sums on clean-up operations, which will 
only be done after the mine has closed down. The clean-up operations last for years after the effective departure of 
companies from the region. Besides, enterprises are sometimes accused of considerably underestimating real clean-up 
costs, as they are the ones who must assume them.  So it is hardly acceptable to talk about rehabilitation to its original 
conditions after so many negative and definite impacts on biodiversity, water and the surrounding environment. 
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1. Forced population displacement 
 
Displacing the population living near or on top of the deposits, sometimes including many villages, is common practice 
within the mining industry, even if relocating displaced communities is often very delicate. It is impossible to reconstitute 
identical living conditions after displacement has taken place. Displaced communities can be resettled in areas deprived 
of the resources they need. The loss of land and homes, unemployment, marginalization, food insecurity, lack of access 
to necessary resources, degradation of quality of life and the loss of traditional culture are recurrent consequences of 
displacement ensuing serious risks of impoverishment.  
 
2. Communities immersed in poverty  
	

· Reconsidering traditional activities  
 
By confiscating or polluting resources, the extractive industry affects traditional activities and daily life of local 
communities whose organization is disrupted.   
 
First of all, land appropriation by the mining industry destroys agricultural activities. Deforestation also threatens activities 
related to forest exploitation. Local artisan miners who exploit deposits on a small scale are expelled. 
 
Moreover, as we have already mentioned, the mining industry is a big consumer of water and energy in regions where 
populations are deprived of these resources. Thus, investments made in favour of energy production benefit industry and 
not local populations (see II. 6. «A				 focus on mining that influences other investment choices of the EIB »). People are 
deprived of water which is vital for daily life, agriculture and farming. 
 
Apart from seizing this precious resource, mining activity pollutes it.  
This will have a crucial impact on day-to-day activities of neighbouring resident communities. If water is contaminated by 
poisonous products, this obliges inhabitants, mostly women, to fetch water elsewhere. During this water duty, they cannot 
accomplish their usual activities (agriculture, education...): the whole organization of daily tasks is disrupted. When there 
is no alternative, neighbouring residents may consume polluted or poisoned water. In some cases water treatment can 
reach acceptable sanitary standards but this is rarely financially feasible. 
 
Water is the heart of economic life and its pollution affects many activities. Thus, water pollution seriously affects aquatic 
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ecosystems' biodiversity and brings about the risk of fish poisoning. The economic activity of fishermen who are 
completely dependant on this resource is thus threatened. Furthermore, cattle can be poisoned by polluted water, in 
which case farmers' activities are seriously endangered. Finally, water pollution has a direct impact on agricultural 
production, particularly on food crops. 
 
All this brings about a disruption in the food traditions of local communities. Should they stop consuming fish, cattle or 
crops? Should they become resigned to consuming sick animals?  
 
In summary, the livelihood of these populations is devastated. We need to bear in mind that pollution continues long after 
the mines have been closed down.   
 

· The problem of unemployment  
 
New jobs promised by the mining industry are not sufficient to absorb the jobs lost due to the disappearance of fishing, 
agriculture and mining extraction done by hand.  Job opportunities are scarce and almost non-existent in the case of 
women. Employment offered is usually precarious. Setting up a large mining exploitation activity entails replacing 
subsistence economies with a capital based economy. Many residents are thus unemployed, impoverished and deprived 
of basic income.  

 
3. The effects of mines on health 
 
All pollution generated by mines has a direct consequence on the health of neighbouring populations. Water polluted by 
chemical products and heavy metals causes various diseases. Sulphuric fumes cause respiratory disorders.  
 
Mine employees are seriously affected. Besides the risks of accidents occurring (explosions, subsidence, cave-ins...), 
they are particularly exposed to dangerous chemical products, explosives, noise, dust and poisonous waste. They are 
rarely informed about the risks involved. An ILO report, The evolution of employment, working time and training in the 

Mining industry is concerned about the working conditions of miners, particularly about the imposed work rhythm
104

.  
 
Finally, a side effect of extractive industries on health is the rise of HIV/AIDS and other sexually transmitted diseases.  In 
fact, extraction and construction activities attract new workers to the region, mostly young men. These workers do not 
come with their families since jobs are short-termed, often in inhospitable environments. For the ILO, «accommodating 
migrant workers in single-sex hostels with long periods of separation from families is a key factor in the dissemination of 

HIV. »
105

. As a matter of fact, the arrival of the mining activity and these hostels with men on their own, have brought 
about a boom in prostitution, particularly in environments where women, as mentioned above, are victims of 
unemployment and poverty.  
 
According to ILO, «In some countries, the proportion of the mining workforce that is HIV-positive is considerably higher 
than that of the population as a whole (20-30% of the mining workforce vs. 12% of the general population in South 
Africa.» 
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In 2006, an article published by IRIN (independent news agency for the UN Office for the Coordination of Humanitarian 
Affairs) reported the concern of Aaron Nkhuwa, HIV/AIDS specialist for Care International development agency: «In  
mining cities, HIV/AIDS pandemic has brought about a great number of orphan children who became street children 

[vulnerable to exploitation]»
107

 
 
The article explains that in Zambia, where more than 80% of EIB funding goes to the mining sector, « the cities of Ndola, 
Kitwe and Chingola, all located in the Copperbelt region, display a HIV/AIDS rate of 26,6%, higher than the rate 
measured at Lusaka, the capital, approximately  22%, and the national average is assessed at 16%. ».  
 
Poverty affecting communities in mining regions is also a factor for the rise of HIV/AIDS rate of incidence.  
	
	
	

                                                 
104 « Changes in employment relationships, together with changes in work practices, that have occured in many countries in the last 

decades seem to have outpaced or blurred the impact of checks and balances, such as legislation and regulation, social 
responsibility, accountability, exposure limits, research and data collection and analysis. These need to be focused on so that the 
economic and social benefits of new work practices that entail compressed working time and extended shifts are considered 
together, and such work patterns do not turn out to be a poisoned chalice for workers, their families, the mining industry and 
society at large some years in the future.»  ILO, The evolution of employment, working time and training in the Mining industry, 
Tripartite meeting on the evolution of employment, working time and training in the Mining industry, 2002, p.84 

105 ILO, The evolution of employment, working time and training in the Mining industry, Tripartite meeting on the evolution of 
employment, working time and training in the Mining industry, 2002, p.64 

106 ILO, The evolution of employment, working time and training in the Mining industry, Tripartite meeting on the evolution of 
employment, working time and training in the Mining industry, 2002, p. 60 

107 Article published in French on 20th July 2006, « Zambia: Après la crise économique, le sida », IRIN 
http://www.irinnews.org/fr/ReportFrench.aspx?ReportId=59967 
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4. Political and social instability 
 
The EIB is proud of the fact that they dare to invest in fragile States, even in post-conflict situations

108
. However, 

investing in the mining sector under these conditions does not seem to be a good idea. In fact, big mining projects 
contribute to aggravate crises and conflicts in countries characterized by weak institutional capabilities, political instability 
and corruption.  
 
On an internal level, deregulation along with the liberalization and expansion of exploitation of natural resources in Africa, 
has disengaged governments from the activity. The regulation policies of the national public authorities are weak and 
offer hardly any protection to the communities affected by the mining impacts (pollution, unemployment, poverty...). On 
the local level, communities are not offered proper protection by the government which can stir up the tensions produced 
as a result of a mine opening and all the consequences it entails. Also, the weak law courts cannot handle the law suits 
filed by populations harmed by the exploitation of mineral deposits.  
 
Furthermore, we have seen that the mining industry pollutes or captures for its own use essential resources such as 
water. As these, already scarce resources, become more inaccessible, communities may fight over them. When a 
population is displaced, management and sharing of natural resources can also be problematic or bring about conflicts 
with other neighbouring communities. These conflicts can quickly get out of hand, particularly when the government does 
not have the means to intervene.  
 
Moreover, all countries where the EIB finances mining projects, have serious corruption problems

109
. Thus, a great part 

of income from mining is undoubtedly embezzled for private purposes. This may also increase the feeling of frustration of 
poor populations living near the mines, who can only look on as their situation deteriorates. In certain cases, mining 
enterprises protect their mineral deposits with security guards (particularly to avoid the intrusion of small-scale miners), 
which can lead to killings110, and more than surely to fostering the hostility of local communities. In fact, they are aware 
that Northern companies are emptying the country of its natural resources to cater to the needs of the Northern 
countries, destroying their environment and living conditions. Enough reasons to stir up resentment.   
 
Apart from the local conflicts and discontent provoked by mining projects in a region, they also represent a risk for 
political stability on a larger scale.  
 
Mineral resources can spark up the ambitions of neighbouring States and lead to wars for the control of deposits. Mines 
have usually been the cause of ongoing conflicts as minerals have paid for weapons. In many civil wars, armed groups 
confront each other in order to appropriate territories rich in mineral resources. Trafficking spread to border countries. 
The study Digging in corruption. Fraud, abuse and exploitation in Katanga’s copper and cobalt mines, published in 2006 
by Global Witness describes the link between Zambia and the illegal export of ore from DRC during the war. According to 
this report, certain factories located in Zambia received raw materials extracted in DRC which were exported as Zambian 
production later. Moreover, certain companies are known to buy copper and cobalt ore in DRC. Mopani Copper Mines is 
part of the list established by Global Witness111. The United Nations' report on the illegal exploitation of natural resources 
in DRC112 has also revealed that companies have broken the OECD's rules on multinationals to profit from wealth in 
DRC during the war. First Quatum Minerals is one of the questioned companies.113  

Mopani and First Quatum have been involved in the ilegal exploitation of resources in DRC. The EIB has nevertheless 

                                                 
108  See the Project summary information from the EIB on the Kouilou Magnesium Phase I project(Rep. of Congo):  « The Kouilou 

project will be one of the major industrial investments in a post-conflict country that is slowly attracting inflows of Foreign Direct 
Investment. » 

109 See the 2006 corruption ranking of Transparency International. All States where the EIB funded mining projects between 2000 and 
2006 are at the bottom of the chart: Congo and Kenya: 142nd position, Gabon, 90th position, Malawi: 105th position, Mauritania: 
84th position, Mozambique: 99th position, Zambia: 111th position  

 (http://www.transparency.org/news_room/in_focus/2006/cpi_2006__1/cpi_table) 
110 Ainsi selon le rapport publié par Global Witness en 2006, Digging in corruption. Fraud, abuse and exploitation in Katanga's copper 

and cobalt mines, en avril 2006, au moins quatre personnes – deux mineurs artisanaux et deux employés d'une compagnie 
minière – auraient été tuées à la suite de tensions entre les mineurs artisanaux et la compagnie minière Anvil (déjà impliquée 
dans le massacre de Kilwa en 2004 qui avait conduit au meurtre d'une centaine de civils non armés par des militaires). Ces 
violences ont lieu dans la province du Katanga, où se trouve la mine de Tenke Fungurume pour laquelle la BEI vient d'approuver 
un prêt de 100 millions d'euros.  

111 See the report by Global Witness, Digging in Corruption, Fraud, abuse and exploitation in 
 Katanga’s copper and cobalt mines, July 2006, p. 46-47. 
 See also the article published in The Post (Lusaka), on 11th July 2006, Report Places Lusaka in Centre of Corruption, by Kingsley 

Kaswende. Still available on: http://king-dean.blogspot.com/2006/07/drc-copper-fraud-zambia-in-mess.html 
112 Final report of the Panel of Experts on the Illegal Exploitation of Natural Resources and Other Forms of Wealth of the Democratic 

Republic of the Congo, October 2002.  
113 Final report of the Panel of Experts on the Illegal Exploitation of Natural Resources and Other Forms of Wealth of the Democratic 

Republic of the Congo, October  2002 
 See Annex III. http://www.natural-resources.org/minerals/cd/docs/other/N0262179.pdf 
 See also p.9: « For example, in its attempts to buy rights to the Kolwezi Tailings, First Quantum Minerals (FQM) of Canada offered 

a down payment to the State of $100 million, cash payments and shares held in trust for Government officials. According to 
documents in the possession of the Panel, the payments list included the National Security Minister, Mwenze Kongolo; the 
Director of the National Intelligence Agency, Didier Kazadi Nyembwe; the Director General of Gécamines, Yumba Monga; and the 
former Minister of the Presidency, Pierre-Victor Mpoyo. The FQM share offer to those officials was premised on a sharp rise in its 
share price once it was announced that it had secured some of the most valuable mineral concessions in the Democratic Republic 
of the Congo. » 
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financed both enterprises.114   

 
In conclusion, mining projects might increase existing tensions, cause governance deterioration, extend crisis or create 
the conditions for starting up, resurgence or aggravation of existing conflicts. Other investments, particularly to reinforce 
institutional capabilities, seem to be a priority to guarantee the development of African States. No investment in the 
mining sector should be done without a previous thorough evaluation of the host country's situation and the behaviour of 
enterprises proposing the project.  
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The mining industry entails huge social and environmental risks. It is crucial to supervise this activity in order to reduce its 
negative impacts. Lenders, particularly public ones, must acquire instruments to handle these environmental and social 
impacts. These institutions should adopt transparent, precise and restrictive rules and procedures, as well as tools for 
their proper application, in order to guide the evaluation of projects prior to approval and to guarantee the respect of 
obligations during the exploitation phase with the purpose of eliminating, reducing, or at least compensating and 
rectifying any potential negative impacts. 
 
Usually, these rules already exist. The report Shaping the future of Sustainable Finance: Moving the  Banking 
Sector from Promises to Performance  by WWF England and BankTrack 115, to which Friends of the Earth has 
contributed, lists the best existing international standards (conventions, international agreements, b ehaviour 
codes, etc.) that lenders could use for the mining sector. 
 
Even if the EIB has recently progressed in terms of transparency in environmental information (particularly through the 
adoption of a new Divulgation Policy in March 2006), it is however criticized because of the weakness and delay in 
setting its environmental and social standards. Thus, the EIB invests in potentially cataclysmic mining projects without 
having the necessary tools to adequately evaluate and control them. 
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1. A brief prescriptive framework for operations ou tside the EU 

 
At present, the main International Financial Institutions have acquired restrictive, transverse and sector environmental 
and social policies, which embrace, for example, topics such as health, fight against discrimination, indigenous rights or 
criteria for the social and environmental evaluation of their projects.  
 
Concerning its operation within the EU, the EIB is bound by European law. But when it comes to other countries the Bank 
refers at present to a very weak set of documents:  
 
Concerning environmental aspects, the Bank refers to three documents:  

· an Environmental Declaration from 2004 (7 pages) 
· Environmental Procedures from 2002 (2 pages) 
· a European Principles for the Environment Statement from 2006 (2 pages).  
· As regards social issues, the EIB has published a Declaration on the social evaluation of projects developed 

outside the EU, dating from 2006 (4 pages).  
 

· As regards the mining sector, no specific policy exists. We only have EIB's Position about the Mining sector 
from 2004 (4 pages). 

 
· Concerning procedural aspects, the EIB published in 2005 a Development Impact Assessment Framework. It is 

not a text aimed at setting substantial or operational policies or standards, but a document informing about the 
procedures or steps followed by the Bank to ensure that its projects have a positive impact on development, 
particularly social issues. 

 
· Finally, on 2nd August 2007 the EIB made public its Environmental and Social Practices Handbook. This 

document was published after the period analysed in this report, though it is interesting to take it into account 
not only because the EIB already referred to it when answering a questionnaire from Friends of the Earth in 
2006, but also since it will guide future EIB investments. This document, much longer than the previous ones 
(130 pages), describes the procedures and rules used by the EIB at the different stages of a project's life: 

                                                 
114 Mopani Copper Project : 48 million euros loan assigned in 2005;  
 Bwana Mkubwa Mining expansion project (100% exploited by First Quantum): 14 million euros loan in 2002 
115 WWF-UK and BankTrack, Shaping the future of Sustainable Finance: Moving the Banking Sector from Promises to Performance, 

2006 
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preliminary consideration, evaluation and monitoring. In the annexed Guiding notes, some draft sector policies, 
may be found regarding, for instance, minority groups' rights or population’ displacement. But these texts are too 
vague to constitute true sector policies.  

 
Compared to other international financial instituti ons, operational policies from the EIB are still in adequate: 
there is no sector policy and reference documents a re scarce and very brief (except for the new Handbook, maybe 
richer but as imprecise as the previous documents). 
 
2. The lack of content in EIB's guidelines and proc edures  
 
a. Vague and confusing rules 
 
The evaluation of such a delicate issue as mining projects, requires a framework of very precise, transparent and 
restrictive rules. However, the documents presented as EIB's guidelines for social or environmental issues are vague, 
confusing and rudimentary. They refer to general principles instead of listing operational standards; they refer to multiple 
rules without saying how they should be applied; they evoke procedures without giving any application criteria. In short, 
nothing to show how exactly analysis is handled at the EIB.  
 
The EIB deems it sufficient to merely enunciate gen eral principles, instead of presenting substantial and 
operational rules. 
 

· Thus the European Principles for the Environment Statement is, as its title indicates, a declaration on general 
principles, for example: 

 
« The « European Principles for the Environment » (EPE) consists of the guiding environmental principles 
enshrined in the EC Treaty and the project-specific practices and standards incorporated in EU secondary 
legislation on the environment. The principles include, in particular, the precautionary principle, the prevention 
principle, the principle that environment damage should as a priority be rectified at source, and the polluters pay 
principle » 

 
There principles are certainly fundamental, but they are completely useless without their application measures.  

 
· In the same way, in its document presenting its position on extractive industries, the EIB explains that 

«reinforced monitoring of projects during their design and eventually during the exploitation phase is necessary 
in order to ensure that the poverty alleviation objective in the context of sustainable development is complied 
with». Even though their objectives of poverty alleviation and sustainable development may be praised, being 
included in the Cotonou Agreement, it would be however convenient to explain what kind of action the Bank 
intends to apply to guarantee project monitoring. 

 
· In its Declaration on social evaluation, the EIB sets out in 4 pages crucial issues such as the problem of human 

rights, indigenous rights, fight against discrimination, health, or territorial conflicts. Once again, we have an 
empty text which simply offers unclassified and imprecise references to other texts, general principles or 
institutions, without detailing the rules or standards the EIB will use to effectively evaluate a project.  

 
Apart from mentioning general principles, the EIB a lso tends to enumerate European or international le gislation 
and policies, never referring to which of them conc retely applies to the Bank or which it is bound by. . This brings 
about two major problems. On the one hand, there are too many references without determining which points within all 
that content are effectively adopted by the EIB. But above all, the EIB lists many references without pointing out which is 
the rule that will apply to its projects. This phenomenon confuses the reader, who may be led  to think the EIB is 
avoiding the question completely. 
 

· Thus, in its Environmental Statement, instead of clearly detailing the rules or procedures applicable according to 
the mentioned sectors (forests, native people, huge dams, mines, etc.), the EIB only refers to a great number of 
rules belonging to other institutions, or simply «good practices», and we do not exactly understand what they 
are referring to: 

 
«In all its lending activities, the EIB applies core environmental and social safeguard measures that are, as a 
minimum, equivalent to international good practice. EU environmental policies exert the most influence in the 
EIB’s approach to financing projects, both non-environmental as much as environmental. The Bank also takes 
into account, as appropriate, the policies and practices of other Multilateral Financial Institutions (MFIs) as well 
as other sources of international good practice. The Bank endorses the “UNEP Statement by Financial 
Institutions on Environment and Sustainable Development” (1992, revised 1997) http://unepfi.net/fii/english.htm. 
The EIB’s approach is equivalent to the “Equator Principles” (2003) http://www.equator-
principles.com/documents/Equator_Principles.pdf adopted by a number of commercial banks and based on the 
International Finance Corporation (IFC) guidelines. The Bank subscribes to these principles when operating 
outside the EU». 
 

· In the Guiding Note on «minority groups' rights, including women, indigenous populations and other vulnerable 
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groups» within its Environmental and Social Practices Handbook from 2007, the EIB affirms that: 
 

« Outside Europe the ILO's Convention (No.169) on Indigenous & Tribal People provides the framework, 
together with the policies developed by the multilateral development banks. The Extractive Industries 
Review provides further information on dealing with indigenous rights » (p.114) 

 
· As regards social matters, the EIB several times refers to the importance of complying with best international 

standards. This point is very positive. However, the EIB sets out the content of its social policies in an extremely 
vague manner116: 

 
«EIB staff is provided with guidance on particular social concerns that is grounded in international good 
practices as well as relevant EU and international legislation, practices and standards. As experience in these 
fields is gained and practice evolves, this guidance is subject to periodic review. Current attention focuses on 
the potential impacts of investment projects on population movements and resettlement, and on vulnerable 
groups of various kinds. Attention is given to establishing acceptable labour standards, ensuring the health and 
safety of the workforce and of the surrounding communities. Emphasis is also placed on securing acceptable 
levels of consultation and participation with affected shareholders and stakeholders». 
 
It is essential for the EIB to explain in its social policy document, its operational rules of reference, sector by 
sector, in order to help others know what to expect from a project.  

 
The EIB frequently refers to the European Union's r ules, generally stating that outside the EU these r ules are 
« subject to local conditions and legislation », which completely distorts them. 
 

· For example, to explain its approach to countries outside the EU, the EIB states in its Environmental 
Statement117: 
 
«In regions outside the EU and the Candidate Countries, projects must comply with the principles and standards 
set by EU policies, subject to local conditions and law. Issues taken into account include income per head, 
institutional capacity and the costs and benefits of alternative standards. In certain circumstances, higher 
environmental standards may be introduced in stages; in others, a project may be designed in anticipation of 
future higher standards. Again, the EIB applies a presumption of legality, based on the necessary authorisations 
to construct and operate the project, supported by other available evidence, its own assessment and loan 
covenants». 
 
The possibility of infringing European legislation is mentioned, but no precise or verifiable criteria is set to 
determine the conditions in which infringement is possible. On the contrary, it seems to be possible to apply 
more exacting standards, but we are not told which or in which stages they are supposed to be applied. 
 

· Also in the Environmental and Social Practices Handbook :  
 
« Projects to be financed in third countries are assessed on the basis of EU environmental principles, standards 
and practices subject to local conditions. In all cases, projects comply with related national and relevant 
international environmental legislation » 

 
In all cases we do not know which European policies they refer to, what these local conditions and legislation really 
represent, nor how they can combine with other legislation referred to by the EIB.  
 
This kind of information raises more questions without giving the necessary answers to enable readers to understand 
project evaluation criteria. 
 
Finally, in addition to all this legal confusion, t he EIB explains that its Environmental and Social Practices 
Handbook is a  document subject to continuous evolution: 
 
« The Handbook and its accompanying Annexes are « live » documents that undergo continuous improvement with the 
evolution of knowledge and experience, as well as changes in policy ». 
 
It is thus impossible to identify today the rules o n which the Bank bases its loan decisions. 
 
 
b. The case of the mining sector  

 
In the case of the mining sector, the EIB has no specific policy or document to identify which are its social and 
environmental requirements when assigning loans to mining projects. The only tool linked to the mines is a non-

                                                 
116  EIB, Declaration on social evaluation of projects, p.3. 
117  EIB, Environmental Statement, 2004, p.4 
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prescriptive document, particularly a «position» of the EIB, which is not specific to the mining sector since it covers all the 
sectors within the extractive industry (petrol, gas, mines).  
 
The Extractive Industries Review (EIR) is an in-depth study of the extractive sector commissioned by the World Bank and 
which offers crucial recommendations to enable extractive projects to have positive repercussions. As an international 
reference (multi-sector consultations in many world regions), the EIR published the final report «Striking a Better 
Balance» in December 2003, analysing the situation and highlighting the main problems to later suggest detailed 
recommendations. 
 
The EIB states that it was inspired by the EIR and developed its own position on this question in its document entitled 
Examination of the extractive industries sector. But this document does not supply any useful elucidation. Within its four 
pages, two of them are devoted to explaining the process of the EIR, and the other two only mention very vague 
principles referring to rules from other institutions, which are not clearly identified. The content of EIB's policy regarding 
extractive industries follows: 
 
«The EIB believes that projects in the extractive industries sector can contribute to development since required 
conditions to ensure good governance and transparency standards are fully respected, together with alleviation of 
eventual negative environmental and social impact and the promotion of fulfilment possibilities for local population. The 
Bank has applied many suggested measures in its Examination of the extractive industries sector and has also adopted 
reinforced guidelines and more ambitious objectives regarding aspects such as renewable energy, transparency and 
governance, as well as environmental and social protection measures which are implemented for lending activities». 
 
What are the conditions required to ensure a good level of governance? What are the chosen modes for alleviation and 
for what negative impact? What fulfilment possibilities for local populations are promoted? Has the Bank implemented a 
great number of measures? Which measures? Has the Bank adopted reinforced guidelines? Which guidelines? Which 
are the more ambitious objectives regarding governance or environmental protection? Why not explain the mentioned 
objectives? 
 
This text displays literary style but does not include concrete answers to crucial questions. The only complementary 
information on the degree of restriction for environmental and social areas is thus expressed: «Concerning the projects 
regarding the extractive industries sector outside the EU, promoters will be asked to apply rules comparable to those 
required for this type of projects within the Union. The EIB guarantees through adequate selection and treatment of 
projects if necessary, the promotion of principles such as good governance, high transparency standards, the application 
of environmental and social protection measures, the verification of respect for human rights, fundamental rules 
regarding work and legal resolutions, as well as through monitoring its projects during the development and exploitation 
phases. The Bank treats and monitors all its projects usually together with other lenders». 
 
Once again, not enough information is supplied to be operational.  
 
It would be possible however for the EIB to impleme nt fundamental measures in the mining sector, such as 
recommended by the EIR, at least on the most techni cally evident problems arising in the mining sector  
(accident prevention such as water pollution, emergency plans, waste management, closing and rehabilitation plans, 
approach regarding protected areas of rich biodiversity or native populations’ housing areas). 
 
The EIR also supplies recommendations on the most crucial social aspects in the mining sector, such as health and 
workers' safety, or the many issues arising due to forced displacement of the surrounding residents usually linked to a 
given territory where economy and culture are concerned, or finally on the problem of respecting human rights. 
Furthermore, the EIR formulates recommendations on income transparency, economic profit-sharing with local 
communities, participation and consultation processes with affected population and many other problems distinctive of 
mining projects. 
 
In order to measure the gap between the current tools of the EIB and those of institutions such as the World Bank, it is 
interesting to closely look at the instruments available for the latter (in spite of them, EIR's results are extremely critical 
about World Bank inefficiency in the mining sector). Apart from all the research carried out regarding the mining sector, 
the World Bank has written a great number of guideline documents framing its activities in this sector118, ranging from 
health and security problems concerning both underground and open-pit to the evaluation of environmental problems, 
including a series of papers regarding different types of specific mining extraction (coal, copper, zinc, nickel, etc.). 
Considering all this, it is inconceivable that the EIB's lags so far behind in terms of mining policy and control of the 
impacts caused by mining activities. 
 
 
 
 
 

                                                 
118  See www.worldbank.org/mining, or also http://www.natural-resources.org/minerals/cd/twb.htm#Guidelines 
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c. Evasive procedures  
 
Explanations regarding procedures carried out by the EIB are also vague.  
 

· Absence of precise evaluation criteria 
 
As regards procedure, in 2005 the EIB published a Development Impact Assessment Framework. This text explains the 
steps the Bank must take to ensure that projects have a positive impact on development, including social issues.  This 
text also includes a ‘principles’ approach which gives few concrete answers. For instance, the document explains that a 
project will be evaluated according to its social quality through various potentially interesting indicators (working 
standards, displacement consequences, impact on women, AIDS prevention, advantages for vulnerable groups, etc). But 
instead of defining the concrete level of demand for each category and which improvement measures are suggested for 
the project, the exercise is limited to laconic scoring. Which would be a good score for the involuntary displacement box? 
Does this mean that people will be compensated in some way or that the number of persons is limited? Many items 
remain unclear. Thus, this document shows that staff must define a weak, medium, average or high score for each 
indicator.  Yet, we are not informed what the criteria or threshold is for staff to judge if a project displays a weak, medium 
or high score within the 'social performance' section. 
 
The Bank has made some efforts to be precise in its Environmental and Social Practices Handbook of 2007. 
Nevertheless, even if details on project evaluation, conditions and forms have been supplied, these procedures remain 
vague as the Bank generally avoids adopting rigorous criteria and making restrictive demands.  
 
For example, when it comes to the description of the procedure of pre-evaluation prior to monitoring a project, a list is 
supplied of diverse environmental and social aspects to be analysed, but criteria is general and vague and no evaluation 
scale is given. For example, the Bank's staff should make sure that: 
 

· « it is unlikely that the project will have significant negative social effects, a separate social assessment is not 
required,  

· adequate accountability reporting is in place,  
· the outcome of the project will not be significantly affected by climate changes considerations,  
· the project does not pose significant risks from an environmental and social point of view »... 

 
We do not know how « likely » or « unlikely » is determined, or how « adequate » or « significant » is measured, nor what 
« climate changes considerations » or « risks » refer to... In other evaluation ranking, EIB 's staff has to choose between 
« acceptable » or « unacceptable », « positive » or « negative », suggestions must be supplied « as early as possible », 
etc. But we hardly know the exact meaning of this.  
 
Yet it is exactly that point which is crucial: to know what will constitute the bare minimum for the EIB in terms of impact on 
climate change, biodiversity protection, involuntary displacement, workers' conditions, women emancipation, etc.  
 
So we still do not know what is really restrictive for the EIB.  
 
Moreover, Environmental Impact Studies (EIS) are st ill neglected and perceived as an administrative fo rmality 
and not as a crucial step when choosing what projec ts may be funded.  
 
In its Environmental and Social Practices Handbook, the EIB states that Environmental Impact Studies have a key role in 
project evaluation. But it further explains that if the project evaluation is not carried out at the same time as the EIS 
process, this study may still be done after the project has been evaluated, as long as it has been accomplished before 
the signature or loan disbursement, as long as the EIB's Board has enough information to make a decision. We obviously 
do not know what constitutes 'enough information' exempting the promoters from an EIS, which we would have thought 
to contain the necessary information for any decision to be made on a potentially dangerous project: 
 
« In cases where the EIB project cycle does not coincide with the EIA process, the EIA may not have been completed at 
the time of appraisal. However, if the EIA is not complete, PJ must have sufficient information to carry out is own 
environmental assessment and beyond this, formally, the EIA should be completed to the satisfaction of the Bank and 
should be a condition of a loan signature or disbursement, normally by the Bank to the Promoter, exceptionally by the 
Promoter to the individual scheme (e.g. In the case of an Investment Project (programme). » 
 
This shows that a project may be approved even though the Environmental Impact Study has not been completed! By 
accepting an EIS just before disbursement, the EIB proves that this EIS has no influence on the decision to support a 
project or not.  
 
Practice confirms this behaviour. For example, in the mining sector, no study was carried out before investing the funds 
for the Bwana Mkubwa mine by the EIB in Zambia. A case study published in 2006 mentions that it was only in February 
2004, almost two years after the loan, that an environmental management plan was drawn up and approved119. 
 

                                                 
119 CEE Bankwatch, CRBM, FOEI, Weed The EIB in the South:  in whose interest ?, 2006, case study in Zambia. 
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· Undetermined follow-up and monitoring procedures  
 

Monitoring and control of the progress of projects are particularly crucial in the mining sector. Nevertheless, once again, 
the EIB is not sufficiently prepared to address these issues.  
 
One of the conditions necessary for transparent monitoring would be the publication of the environmental and social 
conditions required for each mining project. Yet, today it is not known which the required environmental and social 
conditions are, which are finally included in the contract between the EIB and its client. The EIB responds that these 
conditions are generally included in contractual documents, but it also states that these conditions are hardly made 
public by the Bank120. In its Environmental and Social Practices Handbook, the Bank gives some examples of conditions 
included in contracts, but once again obligations are very vague (« health and safety plans in critical industry », or 
« compliance with ILO core labour standards »...). 
 
It is then impossible for third parties or affected communities to know the precise commitments that should be complied 
with. Obviously, this prevents denouncing non-compliance of these conditions in the field or failing to meet environmental 
and social commitments subscribed by the project's promoter. 
 
Until now the projects' monitoring procedures have been completely vague, but the EIB has tried to detail them in its 
Environmental and Social Practices Handbook de 2007. Nevertheless, only two pages are devoted to monitoring. It 
states that the project's promoter must supply regular information on the progress of and compliance with the project and 
must also produce a Promoter Progress Report (PPRs), but no indication is given on the frequency and regularity of 
these reports and information, their degree of precision and the evaluation criteria used by the Bank. 
 
Also, in the case of non compliance with commitment s, the EIB is very vague on available procedures an d 
sanctions . In its Environmental and Social Practices Handbook, it considers the possibility of retrieving funds «in 
extreme cases», but no precise criteria is supplied. Thus we do not clearly know in which cases the EIB considers that 
environmental and social conditions have been handled inadequately, which procedure permits the Bank to determine 
the steps to be taken in the case of an eventual implementation breach, or if other kinds of complementary sanctions or 
requirements can be applied. It is then quite difficult to understand to what extent the EIB makes sure that environmental 
and social conditions of approved projects are respected.  
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In 1998, during a meeting with NGOs, Henry Marty Gauquie from the Communication Management of the EIB, declared:  
«We only owe explanations to financial markets». For years, the EIB justified differing from other IFIs by avoiding to 
adopt any rule or procedure and refusing to be considered a multilateral development Bank. This position is even 
reflected in the operational mechanism of the Bank. Thus, while it handles a portfolio twice as large as the World Bank's, 
the EIB's staff is approximately 10% of the WB's personnel and only four persons work in the environmental unit.  The 
Board gathers ten times a year in order to evaluate over three hundred projects, which obviously gives no time for any in-
depth evaluation.  This minimalist organisation, of which the EIB is proud, considerably cuts down on operative costs. But 
certainly this institution cannot efficiently evaluate environmental and social aspects of submitted projects. This choice 
reveals the priorities of the Bank: financial considerations come before the treatment of long-term environmental and 
social impacts that investments in this sector may bring about. 
 
Today the Bank explicitly admits its role in terms of development. We must admit that this rhetorical change has come 
about with some evolution in its approach and operational mechanisms. Thus, the adoption of a new Divulgation Policy, 
even though it must still be improved, is a progress, as well as the publication of its Environmental and Social Handbook 
and the implementation of consultations with civil organisations (on its anti-corruption policy, for example). 
 
Even if the EIB has made some progress, it is still extremely insufficient. As we have seen before, the Bank does 
possess guiding instruments to accurately evaluate submitted projects. The Bank still refuses to assume any 
responsibility for the projects it finances: « Bank cannot give assurance about the behaviour once equipment is 
installed»121 
 
The Bank often relies on the project's promoter, who is certainly not impartial, or on local authorities concerned who are 
not necessarily able or willing to guarantee protection of the population and the environment122. In certain cases, the 
Bank also relies on the evaluation made by other lenders eventually involved123.  

                                                 
120 Questionnaire sent by Les Amis de la Terre to the EIB in 2006 
121 EIB, Environmental and Social Practices Handbook, p.22 
122 See for example in the Environmental and Social Practices Handbook of the EIB, p.19, Summary of legislative compliance: «The 

Promoter is responsible for legal compliance whereas regulatory and enforcement tasks lie with the Competent Authorities ». Or 
also, in the case of global loans, p.26 :  « the financial intermediary will undertake to promote compliance of the sub-projects with 
relevant national and EU law », or p. 23 « For Mid-Cap and Global Loansand for Funds, the Bank normally delegates the 
verification of any NTS, EIS and other environmental documents to the intermediary or Fund manager and does not publish such 
documents on its own website » 

123 Environmental and Social Practices Handbook, Guidance note n°12 “Dealing with minority rights including women, indigenous 
people and other vulnerable groups”, p.114 « Where the Bank is one of a number of investment partners it may be possible to 
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When responding to criticisms on its lack of regulations, control and tools, the EIB invokes its fear of becoming too 
bureaucratic. Though the risk implied in supporting projects which can be dangerous for populations and the 
environment, should be a much more important concern.  
 

 
Evaluations by the EIB and field reality: a shockin g contrast  

The case of the Bwana Mkubwa mine  
 
Bwana Mkubwa mine, located in the «copperbelt » in Zambia, is managed by First Quantum, an Australian-
Canadian company. Under the Lomé Convention, the EIB allocated a 14 million euro loan in August 2002 to Bwana 
Mkubwa Mining Ltd in order to expand an existent copper production unit. 
 
In the project’s Project Summary carried out by the EIB, we read: « air pollution will not change; liquid effluents will 
be reduced by changing over to the higher grade ore feed to the plant; adverse effects to flora and fauna, surface 
and groundwater do not exist; noise, particularly from the new mill, is within limits. The only impact of size is the 
additional road traffic both for ore and potentially for product transport. However, ore transport impacts are mitigated 
by a dedicated, almost exclusively used road between the mine and BMML, and product transport, exclusively to 
South Africa, is and will be using empty return sulphur trucks to the extent possible. (...) All relevant issues have 
been properly addressed by the promoter and mitigating measures have been applied. Hence, the project complies 
with the Bank’s environmental principle of minimisation of negative environmental impacts, and is deemed 
environmentally acceptable. » 
 
The case study carried out for the report The EIB in the South: in whose interest ?, describes a quite different reality 
in the field: « The Bwana Mkubwa Mine has been a major source of air and water pollution in the local area through 
its acid plants, electro-wining operations, and its leach operations. Contamination of the Munkulungwe stream from 
leach operations has significantly impacted upon the Munkulungwe and Mutalula farming communities. Polluting 
activities are in breach of national Zambian legislation124. Furthermore, crop yields have been reduced and local 
communities face destroyed ecosystems and disabled public infrastructure, including damage to access roads and 
a bridge. The affected community has taken the Bwana Mkubwa mining company to court: the trial is pending.» 
 
Even now, the EIB does not seem to be aware of the disastrous consequences of the Bwana Mkubwa mine on the 
environment. Thus, in 2003, the Bank disbursed another 34 million euros, to the same company, First Quantum 
Mining (FQM), for another project (Kanshanshi copper mine). In its Project summary information we note that the 
Bank considers that its previous collaboration with First Quatum (FQM) has been a big success: «In August 2002 
the Bank signed a finance contract of 14m EUR on risk capital resources under Lomé IV bis with a subsidiary of 
FQM, for the Bwana Mkubwa project. The loan has been fully disbursed and repayment is scheduled during 2003-
2008. The project was successful and relations with the borrower/promoter are excellent.»  
 

 
 
In January 2006, the Committee on Economic and Mone tary Affairs of the European Parliament published a  
report addressing a series of recommendations for t he EIB, which included the need to draw up a new 
environmental framework based on minimum clear, bin ding and enforceable standards 125: 
 
«Point 20: Calls on the EIB to ensure that its operational standards are consistent with international standards and best 
practices; and to establish a transparent participation mechanism to involve civil society organisations and other 
interested parties in the formulation of strengthened EIB social standards»; 
«Point 21: Calls on the EIB to set up a new environmental framework based on clear, binding and enforceable minimum 
standards, which would provide an opportunity for the EIB to make its values and standards clear to all stakeholders, 
including local communities». 
 
The EIB has not yet replied to these clear requests from the European Parliament. 
 
 

                                                                                                                                                                  
build on their existing social safeguard policy framework ». We still do not know which policies and measures are concerned.  

 
124   Such as the Zambian Environmental Protection and Pollution Control Act. 
125 Report by the Committee on Economic and Monetary Affairs of the European Parliament, 26th January 2007, reporter Cristóbal 

Montoro Romero. 
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IV. Recommendations 
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Mining projects create problems which can be found in many other sectors, particularly concerning human rights, 
indigenous rights, labour laws, biodiversity protection, the fight against climate change and transparency. These 
transverse aspects must necessarily be treated in the policies and guidelines of financial institutions. These policies must 
be precise, clear and binding. In the case of the EIB, the documents presented on these topics are too vague to be 
considered operational. The Bank must acquire a strict legal framework regarding these areas. 
 
Besides these transverse policies, several issues have been specifically brought up by the extractive industries. 
 
Below are detailed aspects specific to the mining industry.   
 
Several international conventions indirectly set standards that can be used in the case of mining projects, particularly the 
Convention on Biological Diversity, the Kyoto Protocol, and the MARPOL Convention for the Prevention of Marine 
Pollution. Moreover, a certain number of multi-sector processes have enabled the establishment of standards applicable 
to extractive operations. The recommendations of the Extractive Industries Review (EIR) particularly stress that 
investments in the extractive industry must contribute to the improvement of living conditions of the poorest communities 
and indigenous people through the respect of the environment and human rights. At the moment, mining projects have 
not met these objectives.  
 
The aspects specific to the mining sector particularly include: 
· policies on prevention and intervention in case of emergencies; 
· revenue transparency; 
· more efficient management of mining waste; 
· strict regulations for closing mines down and the existence of a mechanism for complaints to be lodged; 
· the delimitation of “no-go zones”. 
 
 
1. Prevention and intervention in case of emergency  
 
Between 1983 and 2002, the mining sector suffered 150 serious environmental accidents. In most of the cases, 
enterprises, intervening structures and communities were unprepared or lacked information on how to handle these 
situations, which only aggravated contamination and the risk to public health. The United Nations Environment 
Programme (UNEP) called a multi-sector initiative within a programme called Awareness and Preparedness for 
Emergencies at a Local Level (APELL), which made recommendations on good practice in terms of being ready to face 
and respond to emergency situations. 
 
2. Revenue transparency 
 
The mining industry can be an important source of revenues for governments. But in certain States where governments 
are weak, mining investments can, on the contrary, contribute to poverty, corruption and conflicts. It is essential to make 
sure citizens and local communities indeed benefit from the mining industry. It is thus necessary to set strict rules so that 
revenues generated by mining exploitation and income perceived by governments are carried out in a transparent 
manner, as well as to ensure efficient control mechanisms. 
 
The Extractive Industries Transparency Initiative (EITI), which brings together a coalition of governments, enterprises, 
civil society groups and investors, has established standards to publish and verify all enterprise and government 
revenues, generated by the exploitation of petrol, gas and mining. At present, around twenty countries depending on 
petrol and ore have promised to meet these standards. 
 
3. Regulations for mining waste 
 
Many environmental problems linked to mines concern the production and management of mining waste. Sediments, 
waste and residues can be dumped into water courses leading to water pollution and destruction of the marine 
ecosystem. Residues often enclose heavy metals, as well as chemical products used for extraction (such as cyanide), 
which pollute the environment and represent a serious danger to health. It is thus essential to establish strict processes 
for waste management to prevent this type of pollution.  
 
Several international agreements and multi-sector processes have regulated the disposal of mining waste in the sea and 
have established rules and policies for the mining industry. The London Convention of 1972 on the Prevention of Marine 
Pollution by Dumping of Wastes and Other Matter forbids mercury and mercury-composed waste to be dumped into the 
sea and demands that special permits be obtained to dump cyanide and heavy metals. The EIR recommends that 
dumping waste in the sea should be avoided, particularly in insular regions and coral reef areas.  
Waste dumping in water courses is growingly becoming unacceptable. The EIR recommends abandoning this practice. 
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The Mining, Minerals and Sustainable Development initiative (MMSD) does not strictly forbid waste dumping in water 
courses but manifests its unfavourable position towards this practice.  
Mining companies such as BHP Billiton, Falconbridge and WMC Resources have pledged to avoid waste dumping in 
water courses in their future projects. In the United-States or Canada, the practice of direct waste dumping in rivers has 
been banned by law or by regulating agencies.  
 
The use of cyanide, employed for gold extraction, entails many risks, particularly water contamination. The gold industry 
has developed an International Code for cyanide management. This is an industrial volunteer programme aimed at 
limiting the use of cyanide and improving transport safety, health, labour security and training, emergency plans and 
external auditing. The adoption of this code represents important progress in the management of problems generated by 
cyanide, even if this code still needs to be improved where waste disposal is concerned.  
The EIR also encourages enterprises to seek alternatives to mercury and cyanide. 
 
4. Mine closing and mechanism to lodge complaints  
 
The negative impact on the environment of a mine that has shutdown, can last for many years or even perpetually.  In the 
United States, the regulation on mine shut-down demands enterprises to supply financial guarantee for the clean-up and 
rehabilitation of the site, drawing up a procedure for regular monitoring. The MMSD also demands that companies should 
implement measures to ensure development of local communities after mine shut-down, including on an economic and 
social level, through community development plans. The project requires the resources needed for mine shut-down to be 
determined and the roles and responsibilities to be correctly distributed among the diverse involved parties. 
 
5. The « no go zones » 
 
Every policy already established by several public and private Banks includes the refusal to finance projects in the most 
precious, dangerous or threatened areas in the world: these are « no go zones » policies. Areas related to biodiversity 
are specially listed on an international level: 
- projects in World Heritage areas (UNESCO sites); 
- projects in areas protected by United Nations instruments; 
- projects in areas protected by the Ramsar Convention on Wetlands; 
- projects in areas classified I-IV by the World Conservation Union (IUCN); 
- projects that may significantly damage cultural sites of international importance; 
- projects that authorise ore waste dumping in rivers or the sea. 
 
According to WWF, the first four categories represent only 2% of emerged land, while the value of these lands is 
priceless in terms of biodiversity. Considering the international emergency to fight biological impoverishment subscribed 
by the United Nations Convention on Biological Diversity 2 and Cartagena Protocol on Biosafety, to preserve these areas 
from that threat is to ask very little. 
 
The sensitive areas, from a human or social perspective, also constitute areas where the financing towards extractive 
industries must be suspended. These are:  
- conflict areas or areas at high risk of conflict; 
- territories belonging to indigenous populations who have not given their free and informed consent for a project. 
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ADB : Asian Development Bank  
APELL : Awareness and Preparedness for Emergencies at a Local Level 
GRI : Global Reporting Initiative 
OPIC: Overseas Private Investment Corporation, lender USA agency focused on exportations  
MMSD : Mining, Minerals and Sustainable Development 

 
Source : Shaping the Future of Sustainable Finance – Moving from paper promises to performance, Banktrack and WWF 
UK, January 2006, p.61-62 
 
As can be seen in the above chart, public and also private role-players are increasingly adopting these standards to 
guide their investments. The EIB, as the European Union's Bank, a public institution of the Member States, cannot do 
less and must start working immediately to adopt these standards.  
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The mandate of the EIB outside the EU is based on the Cotonou Agreement which defines poverty alleviation and 
sustainable development promotion as priority objectives. Besides, the EIB is presented as a Development Bank in the 
ACP countries, at the service of EU's cooperation policies. The Bank must thus endeavour to be coherent with its action 
framework and diversify investments in Africa, giving priority to those projects responding to development policies 
defined by the EU in partnership with African States.  
 
If the EIB keeps on financing mining projects, it should only do so under very strict conditions, within a legal framework, 
to fulfil people’s expectations of a European institution.  
 
With a growing international consensus in favour of the adoption of rules and standards to improve mining projects, the 
EIB must adopt ambitious and clear policies in this area. If the EIB really intends to improve living conditions of local 
communities, these recommendations should result in a coherent body of rules and not in a menu where the Bank can 
pick and choose at will. For example, the measures for the protection of individual human rights cannot be separated 
from measures related to good governance. 
 
The EIB must restrain from financing any mining pro ject until its practices have been reformed.  
 
 
 
 



Les Amis de la Terre/Friends of the Earth France  EIB: six years financing the plundering of Africa 42 

*�&�	)����
�	�������
���	���	����������
	��	������	�����
����	��	������
����	
 
The EIB must: 
· Privilege financing those projects responding to the development priorities identified in documents such the as 

Country Strategy Papers, drawn up under the EU's cooperation policy, Strategy Documents on poverty alleviation 
adopted by countries with low revenues , or the Joint Strategy of EU-Africa; 

· evaluate every mining project considering other options and its effects on development, and lead an evaluation of 
costs and advantages for each option – including not carrying out the project – before making a decision on a loan; 

· lead a precise evaluation of impacts on poverty alleviation and development for each mining project under 
predetermined and transparent standards, financing only those projects which have been evaluated as having 
positive effects on poverty alleviation in the host region; 

· finance projects only after having concluded that they will benefit all local groups concerned, including most 
vulnerable population (women, ethnic minorities, poorest population); 

· make sure that poverty alleviation plans are established before the beginning of the project; 
· Establish standards for project selection that show direct links between the mining project and the development of 

living conditions in the host country: 
- Recognize and support the improvement of the local artisan mining sector and small and medium 

enterprises, particularly through allocation of loans to local small and medium enterprises, under the 
same transparency and evaluation conditions than for large scale projects; 

- Privilege financing projects that will ensure decent tax and royalty income to the host country; 
- Support projects that ensure long-term jobs rather than short-term precarious contracts 
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The EIB must: 
· adopt environmental and social standards in accordance with best international standards; 
· acquire a mining sector policy inspired by the EIR as well as consistent rules in terms of health, human rights, 

pollution, rehabilitation of sites; 
· invest in mines only in States where good governance conditions exist, as defined in the EIR report and most 

particularly: 
- be transparent concerning income flows; 
- divulge documents related to the project; 
- be capable of handling revenue fluctuation; 
- be capable of handling revenue in a responsible way; 
- ensure the integration of the public in the decision-making process at both local and national levels. 

· lead an evaluation on potential impacts of mining projects on health, based on the guidelines and procedures set by 
the World Health Organization, before approval; 

· evaluate the impacts of mining projects on vulnerable groups, particularly women, ethnic minorities and poorest 
populations; 

· adopt precise policies for population displacement, informed consent of displaced population, compensation modes 
and amounts, particularly based on recommendations by the World Commission on Dams (since its conclusions on 
the subject are applicable to extractive industries aside from hydroelectric projects); 

· adopt standards for the protection of human rights in accordance with best international standards and evaluate the 
practice of enterprises involved in the projects in terms of human rights, particularly under the United Nations Human 
Rights Norms for Corporations; 

· elaborate sector specific standards on waste disposal, waste management,  particularly under the London 
International Convention on the Prevention of Marine Pollution by Dumping Wastes and Other Matters from 1972, 
International Cyanide Management Code, and the recommendations by Mining, Minerals and Sustainable 
Development Initiative as well as from EIR; 

· forbid the use of poisonous substances when alternative technology is available; 
· elaborate standards for an integral plan for mine closing, based on the recommendations made by the Mining, 

Minerals and Sustainable Development Initiative, particularly demanding a provision of funds for mine closing, and 
that the potentially affected population be informed of the site cleanup plan; 

· elaborate guidelines on the prevention and intervention in emergency cases based on the recommendations by the 
Programme for Awareness and Preparedness for Emergencies at a Local Level (APELL) from the UNEP; 

· ensure that the four fundamental standards in terms of labour law are made effective; 
· adopt a policy on indigenous populations particularly based on the ILO Convention 169; 
· adopt a detailed and transparent policy for project monitoring, to ensure that environmental and social standards, 

both sector and transverse, to which the EIB has subscribed, are respected in every stage of the project, from 
identification up to closing; 

· establish a complaint mechanism permitting affected populations to assert their rights according to norms subscribed 
to by the EIB, in the event that these norms are not complied with. 
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The EIB must:  
· make public all policies and procedures adopted by them; 
· establish a strict policy for the consultation of local communities, before the evaluation of a project by the Board, 

within a reasonable time limit and supply complete information in the appropriate languages in order to obtain  free 
and informed consent of indigenous people, before the opening of any mining site, under the conditions enunciated 
by the World Commission on Dams in its recommendations on Free Prior Informed Consent; 

· make public all evaluations developed prior to project implementation in the appropriate languages; 
· make public all key documents about projects, particularly economic documents (host government agreements) and 

monitoring reports, and demand the publication of mining revenues perceived by companies and public authorities; 
· make public the commitments of project promoters regarding environmental and social aspects; 
· make public all agreements signed with local communities. 
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The EIB must:  
· demand a complete environmental and social impact study for every mining project and every project extension and 

wait until this study is fully achieved before making a decision on a loan; 
· increase the number of experts on environmental, social and development aspects and involve them in the 

evaluation of projects as from the beginning of the evaluation process; 
· implement  a precise monitoring procedure for projects together with a pre-set reporting schedule; 
· implement a precise mechanism to sanction the loan beneficiary for non-compliance with obligations. 
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The EIB must restrain from financing mining projects: 

· in conflict areas or areas of conflict risk.  
· in areas officially protected at present, vital natural habitats or regions that are likely to be protected in 

the future, such as: 
- projects in World Heritage areas (UNESCO sites); 
- projects in areas protected by United Nations instruments; 
- projects in areas protected by the Ramsar Convention on Wetlands;  
- projects in areas classified I-IV by the World Conservation Union (IUCN); 
- projects that may significantly damage cultural sites of international importance; 
- projects which authorise ore waste dumping in rivers or at sea. 
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The EIB must carry out an independent evaluation on the implementation of these recommendations, its environmental 
and social policies and its sector policies in the mining sector, on occasion of the mid-term evaluation of its external 
mandate in 2010. 
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Friends of the Earth recommends EIB to immediately adopt the following ten priority measures: 
 
 

1.Systematically assess the impact of mining projects on local communities and vulnerable groups (particularly on 
women, ethnic minorities and poorest population) and to fund projects only when they benefit all affected groups, 
including vulnerable population; 

2. Ensure that poverty reduction plans are in place priori to project start; 

3. Require health impact assessments to be conducted during project preparation, along the lines of the 
course manual published by the World Health Organization in 2003; 

4. Adopt a binding policy on public consultation that imposes a serious consultation of local communities 
affected by mining projects, in a reasonable timeline, with a complete information available in the appropriate 
languages, to obtain their free prior and informed consent, before the project is considered by the Board of 
Director of the Bank; 

5. Require comprehensive Environmental and Social Impacts Assessments (ESIA) for all mining projects, 
including project expansion, and require that this ESIA is completed before the loan approval; 

6. Set up a grievance mechanism open to local people’s complaints; 

7. Establish clear guidelines on mine closures and require closure plans including financial plans, and make 
those plans public before the approval of the project ;; 

8. Establish clear guidelines on tailing, mining waste disposal and use of chemicals, and ban the use of 
chemicals every time there is an alternative; 

9. Disclose all the key documents related to the projects financed, including economic documents (host 
government agreements) and monitoring reports, and require the disclosure of revenue payments on 
company and government level; 

10. Ban investments in mining projects located in “no-go zone”, ie protected areas and critical natural areas 
(zone I-IV of the IUCN and wetlands protected under Ramsar convention), areas of important cultural, 
sacred  or heritage value, as well as conflict zones and potential conflict zones. . 
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Conclusion 
 

 
 
 
Between 2000 and 2006, the EIB invested over 364 million euros in mines in Africa, through individual projects, specific 
global loans or funds devoted to the mining industry. To this we must add the capital engaged through global loans which 
we cannot determine because the final use of these funds by intermediaries was not carried out transparently. The 
mining sector is thus at present the most important sector of investment for the EIB in the ACP countries, above 
transportation126, telecommunications127, water and sanitation128, agriculture, fishing and forestry129, and of course 
education and health for which the Bank has made no loans over the analysed period in Africa.   
 
In 2007, as mentioned, the EIB has already loaned over 330 million euros to mines in Africa (32 millions to Munali nickel 
mine in Zambia, 200 to 230 million euros to Ambatovy nickel mine project in Madagascar and 100 million euros for Tenke 
Fungurume copper and cobalt mine project in DRC). The trend is indeed focused on the massive investment in the 
mining sector and this is increasing.  
 
However, as we have analysed, nothing justifies such a keen interest in this sector. The economic arguments of the EIB 
in terms of employment, tax revenues or support to the private sector in the host countries are baseless. To worsen 
matters, the Bank does not possess at present the means to efficiently evaluate and control the financed projects, which 
would eventually justify investing in a sector which encloses potentially dramatic environmental and social 
consequences.  
 
The EIB is unable to cope with the risks linked to this industry, and in general terms, we must question the place of the 
mining sector in the EIB's portfolio.  
 
Mining activity exploits exhaustible resources during a given period of time, causing huge, eventually irreversible 
disruptions in ecosystems and in the social organization of resident communities. How does this translate into 
sustainable development advocated by the Cotonou Agreement? 
 
It is a fully North oriented activity: mines are exploited by Northern companies and resources are exported to the North in 
order to satisfy the consumption needs of developed or emerging countries. The aim of this industry is not to improve 
living conditions of African people, but to serve enterprises and European, American, Australian, Canadian, Chinese 
markets. In these conditions, how can we talk about cooperation for development? 
 
It is not normal for a development Bank to give so much support to such a controversial sector, when many primary 
sectors desperately need support.  
 
The present economic climate is likely to increasingly stimulate Northern mining companies to call upon international 
financial institutions such as the EIB for support. In fact, the massive arrival on the African continent of Chinese investors 
encouraged by the wealth in natural resources seems to be creating some panic among global giants. At a time when the 
prices of mining products are extremely high in international markets, they certainly will not risk being undercut by China. 
By the end of January 2007, the leading world mining companies are said to have gathered in a secret meeting with the 
United Nations and the World Bank to discuss their fears and probable support in order to facilitate their stay on the 
African continent130. Ironic as it may seem, certain companies have used environmental standards as a strategy to show 
their comparative advantage in this area, since Chinese firms have a reputation of not complying with any environmental 
and social frameworks.  
 
If mining giants are determined to look for the protection of international banks, it is important for the EIB not to blindly 
and massively embrace this sector but to address the issues at stake, and for society at large to remain watchful to see if 
there is any evolution in this front. 
 
 
 

                                                 
126 235 613 000€ invested between 2000 and 2006 for the ACP+OCT countries 
127 51 millions euros invested between 2000 and 2006 in Africa 
128 231Millions d'€ invested between 2000 and 2006 for the ACP+OCT countries 
129 41,2 millions euros invested between 2000 and 2006 for the ACP+OCT countries 
130 See article in Times, 29th January 2007, Mining giants indignant that someone else should rape and pillage Africa, David 

Robertson:  «The world's largest mining companies are turning to the UN and the World Bank in an attempt to prevent China 
freezing them out of Africa, The Times has learnt. The heads of more than a dozen mining companies representing assets of more 
than $700 billion (£357 billion) met in secret at the World Economic Forum at Davos last week..» (...) «The most ambitious plan of 
the mining "governors," and perhaps the most fanciful, is to ask the United Nations to mandate that countries must sign deals that 
require participants to meet high environmental and safety standards. Chinese miners have a poor reputation in these areas and 
one chief executive who was at the governors' meeting said that Africa was being "raped and pillaged" by China.» (...) «Another 
strategy developed by the governors was to contact the World Bank's International Finance Corporation (IFC), which invests in 
projects in developing nations. Partnering the IFC would let Western miners offer the same sort of incentive-laden deals as 
China.» Article available on the following website: http://www.gata.org/node/4757  
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Annex: Bibliography on sources of best international 
practice  
 

 
Source : Shaping the Future of Sustainable Finance – Moving from paper promises to performance, Banktrack and WWF 
UK, January 2006, annexe 3, p.85-90 
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Convention on Wetlands of International Importance Especially as Waterfowl Habitat (Ramsar Convention) (1971). 
www.ramsar.org 
UNESCO Convention for the Protection of the World Cultural and Natural Heritage (the World Heritage Convention) 
(1972). www.unesco.org 
The Convention to Regulate International Trade in Endangered Species of Wild Flora and Fauna (CITES) (1973). 
www.cites.org 
United Nations Convention on the Law of the Sea, UN Doc.A/CONG.62/122 (1982). UN Convention on Biological 
Diversity (1992). www.biodiv.org 
International Union for the Conservation of Nature and the World Conservation Monitoring Centre, Guidelines for 
Protected Area Management Categories (1992). 
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