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Figure 1- Map of quilombola communities in relation to Hidrovias do Brasil’s Vila do Conde port near Barcarena, Para State (Credit: Google Earth)
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Pedro (a pseudonym) is old now, and when a foreign researcher interrupted him
from ditch-digging, he looked half-grateful for the break and half deeply forlorn to
lose minutes of the early morning, before the Amazonian swelter set in. He had
moved here several months ago, after spending a few years with his children in
the urban core of the port neighborhood of Itupanema, Barcarena. But city living
has never been for him, so when the formerly forested “neighborhood” of Bu-
rajuba started selling plots, he happily bought in. Authorities have told him he
does not own the land, but he knows he paid for it, so he does not intend to leave.
Not this time. He has been pushed off his ancestral lands three times now for cor-
porate development projects, most recently by an IFC-financed port owned by Hi-
drovias do Brasil, HDB. All the land, he and his neighbors note, is their ancestral
land. Before military-sponsored evictions in the 1980s and 1990s for the alumi-
num industry (also World Bank-backed, and visible in the bottom left of Figure 1),
this was the indigenous territory of a mix of riverine communities that fished the
great Para and Tocantins Rivers and tribal quilombola peoples, with a small Portu-
guese-descendant religious community on the bay. Pedro believes that he’ll be
safe this time, because Burajuba has state certification as a recognized, protected,
tribal afro-descendant Quilombola community. He believes he can return to tradi-
tional living now.
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But Burajuba’s status is exactly the same now as it was
when HDB installed its port, designated to “unlock wa-
terway transport in Brazil to open trade for inland ar-
eas,” in IFC’s description. That status did not protect Bu-
rajuba from the effects of the relentless soy truck traffic
that now passes a stone’s-throw from where he built his
newest home. The port’s impact evaluation was scoped
only to the literal port zone itself; not to the river, not to
the Amazonian roads it connects to international mar-
kets, and certainly not to the indigenous and tribal com-
munities whose ecological resources and cultural cohe-
sion are directly threatened. Even that narrowly defined
footprint displaced indigenous peoples that IFC did not,
for technical reasons, acknowledge. In 2004, the city
zoned the community’s entire indigenous fishing
grounds of ltupanema village for industrial uses. HDB
purchased the territory for its port under these condi-
tions. But, while the land was zoned as industrial, it was
still inhabited by community members who had not been
successfully removed. By the time of HDB’s purchase,
these traditional landowners were dismissed as “illegal
residents.” HDB paid for their relocation, becoming the
ultimate cause of removal for indigenous communities,
directly benefitting from the rezoning of their territory
without ever acknowledging their indigeneity. '

Praia do Mangue

In fact, there are at least seven quilombola communities
within five kilometers of the Barcarena port. The HDB
port necessitated the removal of households from port
lands and the establishment of a major trucking route
within one kilometer of two quilombolas (yellow in the
figure, adjacent to Sao Joao and Burajuba), neither of
which have been identified in IFC client documents or
acknowledged in IFC summaries.

Soy trucks accessing the port have damaged the access
road so severely that the quilombola community west of
the road has lost at least temporary access to education
and health facilities. " During a February 2019 visit to the
area, the local school was contemplating eliminating bus
services for the children of Sao Joao and neighboring
communities, because roads were so damaged.

#

Figure 2 Encroachment onto Praia do I\/Ianue fshing, foraging and hunting
grounds from its indigenous designation (1986) to present (Google Earth
2021)
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This was not the only HDB installation financed under the
IFC loan that harmed indigenous lands, livelihoods and cul-
tures. A second HDB port, 250 km inland at Itaituba, on the
Amazon tributary Cupari River, now sits directly facing the
Munduruku community in Praia do Mangue (Mango
Beach). Praia do Mangue is one of Brazil’s oldest indige-
nous reserves, protected since 1986. As their community’s
name suggests, they had lived off of foraged fruits and for-
est game and netted fish. But the Brazilian state only des-
ignated their homes as protected, leaving the forest and
rivers open for ‘development.” Between the community’s
establishment as a reserve (1986) and the implementation
of HDB’s port (2020), the forestland available to the com-
munity was reduced by roughly 90% (Fig. 2). Since hunting
has been restricted by population influx and forest degra-
dation, fishing has become vital. But the ports render the
Munduruku fisherfolk’s most effective methods, seine and
gill nets, unproductive.” The nets have been shredded by
barges and the migratory patterns of fish have shifted. The
Munduruku also fish the shallow water’s edge, where
fruits fall from the trees into rocky river outcroppings and
fish come to eat the fruit. Hidrovias do Brasil’s river con-
touring activities is one of several development activities
shifting these dynamics and eliminating the fish."

HDB did not apply the IFC’s Indigenous Peoples Perfor-
mance Standard, PS7, at these ports, whose inland impacts
supporting soy and palm oil expansion remain totally unex-
amined. The projects went forward as though the land and
resources were readily available for sale and purchase. Le-
gally, of course, they were for sale. The Brazilian govern-
ment has, like most states, established rules that limit the
protections indigenous and tribal peoples can access, al-
most everywhere they exist. At these ports, Brazilian au-
thorities had different tactics for each. In Itaituba, they au-
thorized port development not atop indigenous lands but
directly across the river. In Barcarena, they relied on the
displacements from the previous decade and an extremely
narrow definition of project footprint to avoid evaluating
impacts on the people of Burajuba and neighboring tribal
communities. IFC’'s Performance Standards are designed to
go beyond the law, however, establishing a consistent
global best practice across geopolitical contexts.

This report examines the procedural and substantive gaps
in PS7 evaluation that have left dozens, if not hundreds, of
indigenous communities like Praia do Mangue and Bu-
rajuba vulnerable to exploitation in IFC investments.
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Introduction: Why is PS7 the least-frequently applied Performance Standard?

Between 2012 and 2020, the World
Bank’s private lending arm, the Inter-
national Finance Corporation (IFC)
flagged 47 projects for review of po-
tential indigenous peoples impacts us-
ing its Performance Standard 7 (PS7)
and nominally applied it at 29. Part |
of this series found that IFC restricted
application of PS7 to exclude indige-
nous rights to Free, Prior and In-
formed Consent (FPIC) regarding ac-
tivities that would impact them. IFC
only publicly documented one FPIC
consent agreement out of those 29
projects.”" IFC’s narrow application of
PS7 reflects a limitation in IFC clients’
understanding of impacts as experi-
enced by indigenous peoples. If IFC
can find so few communities eligible
for the established right to FPIC in-
cumbent upon economic, physical and
cultural dislocation, even where im-
pacted peoples are identified, is there
reason to question whether IFC is ap-
plying its PS7 safeguard with adequate
frequency, given its demonstrated in-
adequate fulsomeness?

While IFC has financed projects in 67
nations with indigenous peoples, it
has only applied PS7 in 10 of those
countries."" PS7 was applied in only 29
projects, out of more than 700 Cate-
gory A and B financed projects in
countries with recognized indigenous
populations. Indigenous peoples stew-
ard nearly a quarter of the earth’s ter-
ritory, are among the poorest and
most conflict-affected populations at

the sub-national level, and generally
are characterized by natural resource-
based livelihoods. Given that IFC ac-
tively commits to “expanding” its ac-
tivities “where poverty and fragility
are greatest” by strengthening “indus-
tries linked to productivity, growth
and job-creation” in rural areas, ' is it
realistic that IFCs investments would
touch on so little of this land?

To consider these questions, we re-
viewed the IFC’s full portfolio of Cate-
gory A and B projects from January
2012 to May 2020 and implemented
successive screens to identify poten-
tial or likely PS7 projects. This involved
reading project summaries and docu-
mentation as well as reviewing exter-
nal data, from geolocation on Google
Earth to academic and advocate litera-
ture.

IFC has made 1010 investments in
Category A and B projects since 2012;
729 are in countries with recognized
indigenous communities. Of those,
561 were located in rural or greenfield
sites. Urban zones and brownfield
sites were excluded on the premise
that these territories may have im-
pacted indigenous peoples in the past
but they would not directly link the
immediate project financing to the im-
pacts on those peoples.” Of the re-
tained 561, nearly 60 were located in
regions where indigenous peoples are
confirmed not to be present (e.g. La-
gos region of Nigeria; lowlands

regions of Honduras). That leaves 502
projects located in countries where in-
digenous peoples are present, in rural
or greenfield sites characteristic of in-
digenous livelihoods, in regions where
the presence of indigenous peoples
was not actively ruled out through any
public documentation. If PS7 was po-
tentially applicable on 502 projects
and IPs were confirmed potentially at
risk on at least 125, why was it only
considered on 47 and applied on 29?

IFC is not directly responsible for Per-
formance Standard adherence, but its
Sustainability Framework mandates
that it “seeks to ensure, through its
due diligence, monitoring, and super-
vision efforts, that the business activi-
ties it finances are implemented in ac-
cordance with the requirements of
the Performance Standards. As a re-
sult, the outcome of IFC’s environ-
mental and social due diligence of a
proposed business activity is an im-
portant factor in its approval process,
and will determine the scope of the
environmental and social conditions
of IFC financing.” This language is criti-
cally important because it necessi-
tates that IFC have the expertise on
staff to adequately evaluate indige-
nous risks in order to correctly deter-
mine the applicability of PS7 on a pro-
ject-by-project basis.* Absent this
competency, IFC will struggle to com-
ply with its own Sustainability Policy,
let alone support its clients in adher-
ence to the Performance Standards.
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Concerns

River diversion to affect nomadic livelihoods and cultural I

Impacts on water, livelihood, indigenous peoples, lack of FI
Environmental harm, indigenous forest removal without I
Lack of stakeholder consultation, PS7 impacts on lands, live-

Land loss of tribal population, inadequate due diligence and I

Loss of land, compensation, impacts on cultural practices, FI

water sources, lack of information and consultation

Water, community health, community consultation/stake-
holder engagement, information disclosure, PS7 appraisal
Lack of consultation, violation of indigenous peoples’ rights, A

Country Project Invested Filed
Mongolia Oyu Tolgoi-01/Southern Gobi 2012 2012 Indigenous rights, lands, water
Mongolia Oyu Tolgoi /Southern Gobi 2012 2013 . .
heritage on sacred river
Malaysia Bilt Paper-01/Sipitang 2014 2014 Water quality, land acquisition, biodiversity
Guate-
mala Real LRIF-01/Coban 2012 2014 consultation and E&S due diligence
Indonesia Wings-01/Long Beluah and Long Lian 2012 2018 .
community consent
Kenya Delonex and Africa Oil-01/Kerio Val- 2013 2019 - :
ley lihood & environment.
PNG AES PNG-01/Roku Village 2014 2014 .
consultation
Cambodia [TPBank and VPBank-01/Ratanakiri 2016 2019
Myanmar Myanma Awba Group Company Ltd 2016 2017
Panama PLIV-01/Multiple locations 2017 2018

destruction of biodiversity

Procedural and Substan-
tive Barriers to Applying
PS7

IFC has argued that PS7 is infrequently
implemented because it is rare for the
institution to invest in projects that af-
fect indigenous peoples. This is a diffi-
cult claim to evaluate without inti-
mately understanding the IFC’s pro-
ject appraisal processes, which are
confidential. IFC’s Access to Infor-
mation Policy prevents researchers
from accessing the Bank’s delibera-
tions over the applicability of various
performance standards, and public re-
porting has been inconsistent across
regions, industries and years, making
rigorous quantitative analysis impossi-
ble.

Nevertheless, a detailed review of
IFC’s full Category A and Category B
investment portfolio reveals patterns
in the decisions made by IFC and cli-
ents for bypassing PS7. These deci-
sions can be described as procedural
in some circumstances, where the
processes by which performance
standards are evaluated are not fit-
for-purpose for evaluating indigenous
peoples. In other cases, they can be
described as substantive, where appli-
cation of PS7 would cause problems
for the client, legally or logistically,
and is bypassed to avoid the out-
comes of an indigenous review that
could potentially jeopardize its stand-
ing in the country. This latter category
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http://www.cao-ombudsman.org/cases/case_detail.aspx?id=191
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=196
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=229
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=227
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=2280
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=3283
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=3283
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=228
http://www.cao-ombudsman.org/cases/case_detail.aspx?id=1276

can only be defined when documenta-
tion from the project indicates that a
PS7 review is appropriate and then a
decision is made not to implement
that guidance. A third set of projects
cannot be easily characterized as ei-
ther procedural or substantive be-
cause there is too little information
about the project to enable a determi-
nation. These include projects where
indigenous peoples were acknowl-
edged in previous investments with
the firm but disappear from project
appraisal in later re-investments, as
well as projects where IFC documen-
tation unilaterally but incorrectly
states that the host country has “no
indigenous peoples.”

These categories are based on deter-
minations made by IFC’s external
oversight office, the Compliance Advi-
sor and Ombudsman (CAQ) in review-
ing complaints made regarding the
mistaken exclusion of PS7 from pro-
ject evaluation. Several CAO com-
plaints are elaborated below, but the
table here presents 10 CAO

complaints pertinent to indigenous
peoples under the 2012 PSs.

Projects marked red in the far-right
column did not apply PS7, triggering
community complaints. Projects
marked yellow nominally applied PS7
but not to the satisfaction of commu-
nities. Projects labeled A were Advi-
sory Services and projects labeled Fl
were investments in Financial Inter-
mediaries (which, as indirect invest-
ments, do not document the applica-
bility of specific Performance Stand-
ards or overall or adherence to them).

These are known cases where PS7 was
missed or misapplied. However, there
is often a lag time between the IFC’s
investment in a project and a commu-
nity’s filing of a complaint. On aver-
age, complaints to the CAO are not
filed until four years after a project is
invested.” Indeed, none of these ten
PS7-related cases involved invest-
ments made after 2017. The CAO
complaints provide additional insight
into the adequacy of IFC’'s PS7

application from a quantitative stand-
point. The CAO has fielded and re-
ported on 42 complaints against IFC
projects carried out under the 2012
Performance Standards between 2012
and June 2020. Of these, indigenous
issues were raised directly in 10 (25%).
Two of these projects applied PS7 but
claimants asserted that IFC clients ap-
plied it inadequately (Bilt Paper and
Delonex/Africa Qil). One was an Advi-
sory Project and thus left IFC little lev-
erage to require implementation of
the Performance Standards. Two were
carried out through Financial Interme-
diaries. In the remaining five com-
plaints, pertaining to four clients, self-
identifying indigenous peoples
claimed that their indigenous rights
were overlooked, and IFC documenta-
tion confirms that no PS7 was applied.
This small number is meaningful,
given that only 29 projects overall
have ever applied PS7. Four additional
projects would be a 17% increase in
the size of IFC’'s PS7 portfolio.
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Procedural

The language of PS7 is strongly protective of indigenous rights. However, the processes and procedures developed by
IFC and clients do not assure the implementation of the safeguard. Procedural gaps exist at the point of project assess-
ment (PS1), IFC appraisal of client due diligence, and, in many cases, in the type of financing itself — such as investments
in corporate entities rather than designated projects. These procedural gaps have been borne out in at least two CAO
complaints against direct investments (as well as several additional complaints pertinent to financial intermediaries).

Figure 3 - Hmaw Bi village, where Myanma Abwa plant is installed Credit Juan Gallardo for NEED Ecovillage 2014
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CAO complaints for PS7 procedural
shortcomings

Within IFC’s direct investment portfo-
lio, the CAO has found IFC and client
processes for evaluating indigenous
impacts to be insufficient to actually
make a determination on PS7 at least
twice. In one project, the Myanma
Abwa chemical fertilizer company in
Myanmar, the client established facili-
ties that affected indigenous Shan,
Kayin and Mon populations, as identi-
fied in the ESIA. Yet, as of November
2020, “CAO has not seen any assess-
ment of differential impacts on these
groups and why PS7 was not applica-
ble to the HAIC plant.” " Indeed, IFC’s
own project summary states that its
basis for bypassing PS7 was simply
that, “all the land related transactions
within the context of this investment
are/will be based on a willing seller:
willing buyer and/or willing lessor:
willing lessee and are expected to be
located within industrial areas... There
is no presence of Indigenous Peoples
or known cultural artifacts within the
company’s operational footprint.”
This statement does not articulate
whether IFC or the client considered
impacts on indigenous communities
adjacent to the industrial zone, let
alone the legitimacy of “willing buyer”
deals on indigenous lands, which may
not be eligible for individual exchange
and sale, according to PS7.

Likewise, the CAQ’s review of the
Wings Group beverage plant in Indo-
nesia considered the environmental
and social impacts only of the pro-
cessing plants. The Alliance of Indige-
nous Peoples of the Archipelago Kali-
mantan Timur (AMAN Kaltim) com-
plained on behalf of the indigenous

communities of Long Beluah and Long
Lian of North Kalimantan that the
company’s palm oil plantation was es-
tablished through the purchase of in-
dividual parcels of land, including 49
hectares of tropical forest. They claim
the company is clearing forest beyond
that area, but, regardless, as indige-
nous peoples for whom the forest is
an important part of life and ancestral
legacy, willing-seller deals should not
have been undertaken at all. CAO
found the case eligible for facilitated
settlement but has been unable to
travel to the area since the Covid-19
pandemic halted fieldwork.

“Without pasture we are forced
to move and look for other pas-
tures. There are no other op-
tions left”

Mongolian herder displaced

by the Oyu Tolgoi Mine
-
“This mine has taken away our
land and water, destroyed our
sacred Bor-Ovoo Mountain,
which has always been a moun-
tain we worship.”

Mongolian herder displaced
by the Oyu Tolgoi Mine

Internal assessments conclude PS7
does not apply, without validating
the conclusion with indigenous
peoples

As the CAO complaint notes for Abwa,
the self-identifying indigenous com-
munities around the Myanma Abwa
investment were not consulted on
their eligibility for PS7 protections.
PS7 requires IFC clients to “identify”
indigenous populations “within the
project area of influence” during envi-
ronmental and social due diligence,
but it does not lay out procedures for
conducting that identification. Never-
theless, in line with risk assessment
processes, clients are expected to con-
sider the intensity of potential im-
pacts, both “direct and indirect,” on
the economic, social, cultural and en-
vironmental welfare of these popula-
tions. Adverse impacts are to be
“avoided” or, where impossible, mini-
mized to “restore and/or compen-
sate” for the effects through an action
plan developed with the informed
consent and participation of the af-
fected communities (PS7 Paras 8-9).
IFC does not make clear how a com-
pany can declare a risk of impact to be
absent, but procedurally, it permits
this declaration without any sign that
the communities under evaluation are
engaged. PS7 language clearly articu-
lates what is to be done when indige-
nous populations are identified and
determined to be potentially affected.
It does not articulate how the identifi-
cation should be conducted or what
qualifies as an adverse impact.

“Impact” is a term borrowed in ESIA
from physics, to refer to the forcible
contact of one object with another.
Impacts are defined based on the
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outcomes for the larger object. The
earth regularly orbits into meteors
and asteroids that are obliterated as
they come into contact with earth’s
atmosphere; we do not evaluate im-
pact based on the outcomes for those
objects. When a multinational corpo-
ration enters into territories where
sparse populations of indigenous peo-
ples maintain tenuous grasp of their
fragile governance systems, cata-
strophic impacts can occur without
the company or its financial backers
experiencing or witnessing it. IFC, in

contrast, must evaluate client due dili-
gence based on risks to indigenous
communities, not clients.

IFC clients did not, in any of the sev-
eral hundred cases reviewed, ever de-
scribe a process of facilitating mutual
understanding of how communities
would experience the impacts, prior
to determining whether PS7 would be
applied. This raises questions about
the conclusions that IFC drew on the
numerous investments across four
continents where clients found

indigenous peoples present at or near
operations but determined that the
populations did not merit indigenous
protections. In IFC’s summary docu-
ments of the 1010 Category A and B
projects financed under the 2012 PSs,
the opinions of the communities are
never included.*” Rationales vary
widely as to why these identified pop-
ulations did not require protection.
Several examples are listed on the fol-
lowing pages.
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Figure 4 - Nahua-Pipil dancer, of a community affected by Acajutla LNG, but not covered by IFC PS7 Credit Cam Ventoza 2014

Consultants did not locate traditional stewards during site visits (Acajutla LNG, El Salvador). The Acajutla LNG port and
associated power line crosses the native lands of the Nahuat Pipil peoples, as well as Lenca and others.* The powerline
crosses through Santo Domingo de Guzman, a majority-Nahuat-speaking municipality, as well as Sonsonate, where In-
digenous peoples are often reluctant to engage with outsiders, sometimes actively avoiding assessment teams. Qualified
experts are needed to engage with such populations. Acajutla made no such efforts but concluded that risks to indige-
nous peoples were minimal because “neither project personnel nor ESIA consultants observed or identified indigenous
peoples or groups during multiple visits and interactions with communities.”

Lands were acquired through a “willing seller” (National Cement, Kenya; Robi Axiata, Bangladesh). Land sales of indig-
enous territories may, indeed, be legal, but as these territories are often used communally, indigenous groups may
struggle to recognize the long-term effects of an exchange of land for cash. It is specifically because indigenous liveli-
hoods are so tied to land that “willing buyer, willing seller” approaches are considered exploitative by both ILO 169 and
UNDRIP. Establishment of a cement factory on Maasai lands based on land sales undermines the premise of PS7. Like-
wise in Bangladesh, IFC invested in rural expansion of Robi Axiata’s telecom network. IFC considered PS7 inapplicable
but never considered how “purely market-based transactions” could be secured in indigenous regions. IFC does not con-
sider residents near cell towers among ‘stakeholders’ nor does it articulate whether increased cellular connectivity on
indigenous lands could have cultural impacts. Specifically, implemented without consultation it can generate distrust,
affect power structures, and even be used to exclude particular marginalized populations. For examples of how rapid
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development of ICT technology can adversely affect indigenous peoples, consider the role of Facebook in contributing to
the Rohingya genocide in Myanmar and the sectarian violence in Sri Lanka.*""

The impacts are not the client’s in particular, but rather cumulative (TC Buen, Colombia). Port facilities are frequently
established at critical river junctions and coasts, which were often centers for indigenous life. TC Buen in occupies lands
that are ancestrally stewarded by indigenous and afro-descendant groups. Because these locations are strategic, often
more than one installation is established, linking multiple industries, both inland and coastal, to storage and transporta-
tion. As a result, the impacts on indigenous communities cannot be attributed to a single operator, while the establish-
ment of each successive installation and expansion incrementally crowds indigenous peoples out, cleaving them from
their lands, resources and culture. PS7 articulates an expectation that IFC clients be sensitive to precisely these preexist-
ing and compounding cumulative impacts, noting that the standard may apply to groups “that have lost collective at-
tachment to distinct habitats or ancestral territories in the project area, occurring within the concerned group members’
lifetime, because of forced severance, conflict, government resettlement programs, dispossession of their lands, natural
disasters, or incorporation of such territories into an urban area” (Para. 6).

The communities are “integrated” or “assimilated” into broader culture (PMH Vietnam; STC Myanmar). Because indi-
geneity is linked to a distinct cultural identity, documentation for several projects in indigenous-held lands argue that
the affected communities have been assimilated based on their ability to speak the national language. Assimilation itself
can be a form of cultural erasure." But an evaluation of assimilation poses challenges of its own. Many indigenous com-
munities learn to speak a national language for survival. Some even adopt religious practices to reduce scrutiny on their
own belief systems. An evaluation of “integration” requires expertise that IFC never demonstrates in its public disclo-
sures, despite referring to “integration” or “assimilation” in Indonesia (Batak peoples, PT Bajradaya Sentranusa), Myan-
mar (indigenous groups around the STC cement factory, coal mine and power station), and Vietnam (communities dis-
placed by coffee plantations at Dak Lak, and by reservoirs and ecotourism at Hoa Binh PMH Vietnam).**

The impacts will be handled by a third-party NGO or government (STC Myanmar; CCL Products, Vietnam; Nature For-
estry, China). Indigenous protections were established specifically because government agencies have contributed to
the marginalization of indigenous communities and international safeguards were deemed essential. Deferring to legal
processes or third-party management in Myanmar (where active warfare is in its 70" year with some indigenous
groups), China (where a genocide is ongoing), and Vietnam (where some indigenous peoples are referred to as “sav-
ages”) could trigger indigenous rights violations. A Myanmar investment by IFC, Apache Cement (STC) concluded indige-
nous impacts would be limited at direct facilities, but no reference is made to potential indigenous impacts associated
with the carbon offsets planned to mitigate the climate impacts of the facility’s coal plant.*

These rationales, written directly into IFC documentation, suggest that IFC and its clients default to non-application of
PS7, in preference for increasing economic productivity of rural lands. Often the language of assessment is reminiscent
of dismissive language promoted by the home state to undermine indigenous communities.
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Indigenous impacts result from
physical proximity to operations -
the communities do not reside di-
rectly within, or claim ownership
of, the project footprint

Another issue that arises in the CAO
complaint against Myanma Abwa,
above, is that indigenous lands are at
risk through secondary impacts,
through proximity to a project’s foot-
print. In at least 45 projects, IFC deter-
mined PS7 to be “inapplicable” based
on the absence of indigenous peoples
in the “operational footprint” or “pro-
ject footprint.” In some cases this was
a statement of the obvious, for exam-
ple, a technology company offering
accounting software to medical pro-
viders, based out of a room within an
office complex. However, IFC uses
identical language for large industrial
operations in rural regions inhabited
by indigenous populations. The pres-
ence of indigenous peoples can be
very difficult to establish (or refute) in
these rural lands, particularly in coun-
try contexts where land tenure is con-
tested and land use is multi-faceted.

In principle, the impacts on indige-
nous people occurring outside the di-
rect footprint should be evaluated un-
der PS1, which covers “associated fa-
cilities” that are necessary for the
functioning of the operation, as well
as the impacts in the project’s “area of
influence,” to trigger PS7 as needed.
In practice, even if PS1 identifies such
impacts, PS7 is not necessarily scoped
to cover these impacts. For example,
IFC bypassed PS7 for a 2013 windfarm
investment in Brazil, Enel Wind.* One
of Enel’s wind farms was developed
within 5 kilometers of an established

Figure 5 - Young harvester Jean de Souza descending an acai palm. Kate Evans, CIFOR 2017

indigenous reserve for the Pankararu
tribe. The turbines were installed by
2018 and the Pankararu began experi-
encing land incursions by squatters.
IFC has never publicly evaluated
whether its investment contributed to
the incursions, by displacing popula-
tions that previously used lands where
its windfarm is now situated.™"

In IFC’s 2015 investment in Brazil’s
WOW Nutrition, indigenous farmers
of acai berries were excluded from
PS7 protections, because WOW did
not own the trees. On the same

principle, IFC bypassed PS7 in a sec-
ond Brazilian agricultural investment,
Belagricola. IFC acknowledged that
Belagricola’s non-indigenous suppliers
had conflicts with indigenous peoples,
but these conflicts were somehow
considered external to the project.

In at least one project, IFC’s failure to
require PS7 protections resulted in a
legal complaint against the client. The
2013 investment in Mexico’s Ac-
uagranjas was actually halted by au-
thorities because the ESIA was found
to violate ILO 169 consultation rules.

MISSING PS7 12



Project
Wings

Enel Wind
WOW
Nutrition

Belagricola

Acuagranjas

Westfalia

Country
Indonesia

Brazil
Brazil

Brazil
Mexico
Chile,

Colombia,
Mexico

2012

2013
2015

2015

2013

2017

Indigenous relationship to the project deemed ‘indirect’

CAO complaint for indigenous impacts from agricultural sourcing, though the
investment was in agricultural processing

Wind farm adjacent to but not atop Pankararu lands

Indigenous peoples among acgai suppliers and thus not differentiated from
other suppliers

Indigenous impacts/conflicts link to sourcing, though the investment was in
seed/grain processing

Fish farming and processing excluded impacts on fishing communities and
populations adjacent the processing plant footprint (authorities say the ESIA
violated ILO 169 requirements of indigenous consultation)

Indigenous “assets or land” are not financially acquired but unregistered com-
munities are pervasive and unevaluated (company is S. Africa based and site
visits to Latin America are never documented)
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Figure 6 - Nomadic herders of the Cholistan Desert, where IFC's Zorlu Solar has not considered indigenous land uses or migration paths

Indigenous Peoples are tied to resources but not lands (fisherfolk, nomadic herders, etc.)

A very similar procedural gap arises
when the impacts on indigenous peo-
ples pertain to resources but not
physical territories. These are most
prevalent among indigenous commu-
nities that are migratory or nomadic.
Fisherfolk, herders, foragers, gypsies
and hunter/gatherers who maintain
diverse traditional livelihoods involv-
ing migration are not recognized as el-
igible for PS7 protections at any of the
1010 IFC projects reviewed.

In some cases, IFC hews to national
laws that withhold indigenous protec-
tions from nomadic populations (as
eastern Europeans do with the Roma,
Mongolia does with an array of herder
communities, and Pakistan does with
pastoralists). In other cases, IFC per-
sonnel seem to simply misunderstand

Project Country Year
HDB Barging Amazon

Zalagh Morocco 2013
Velocity Dairy Ethiopia 2013
DJEPL,UUPL India 2014
NFD/ SolTuna Solomons

Zorhu Solar Pakistan 2017
Zalar Agri Morocco 2019

how indigenous livelihoods are tied to
resources.

The decision to withhold PS7 protec-
tions for the indigenous, riverine com-
munities of the Brazilian Amazon in
two separate HDB Brazil projects (one
for ports, described in detail in the in-
troduction, and one for barging) is
emblematic. IFC acknowledged that
the operations crossed through indig-
enous territories but at no point con-
sidered that rivers are not bounda-
ries for indigenous peoples but sys-
tems that connect them to resources.
Any changes to river systems used by
indigenous peoples affect indigenous
livelihoods, changing the river flow,
fish nesting grounds, safety of
riverbanks, accessibility of traditional
water travel modes, and feasibility of

Resources/Link to impact
‘12’14 Brazilian and Uruguayan rivers for transportation, riverbanks, fishing

Feed and poultry farms are on Berber migratory corridors and require water
Oromia peoples are pastoralist, conflict-affected, & unrecognized by the state*
Project doesn’t say whether landless and migrant SCs/STs will be affected
‘13’17 Offshore footprint is not seen to impact indigenous Solomons populations
Cholar Desert is a nomadic herding corridor

The farm is on Berber migratory corridors but not ‘registered’ indigenous land

traditional fishing methods. But IFC
has only documented one case where
a river was considered part of an in-
digenous traditional claim (Upper Tri-
shuli I, Nepal).

Like river-based communities in Brazil,
IFC’s multiple investments in fisheries
in the Solomon Islands consider the
impacts to be offshore and thus of no
bearing on indigenous peoples. Yet
the indigenous peoples of the Solo-
mon Islands include fisherfolk. Their
culture and livelihood hinge every bit
as much on impacts to waters as on
impacts to lands.

Similarly, nomadic herder communi-
ties in Morocco, Ethiopia and Pakistan
were bypassed in assessment docu-
ments.
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Industry, but not operational footprint, affects and displaces indigenous peoples

Another, procedural blind spot in IFC’s
application of PS7 is in projects where
indigenous harms result from the IFC
client’s value chain, rather than to its
specific operation. These IFC invest-
ments contribute to indigenous dis-
placement as a collaborator rather
than a driver. They include (1) invest-
ments in the value chain of an indus-
try known to impact indigenous peo-
ples but not the specific activity that
directly dislocates those populations,
and (2) investments in contexts
known to be erasing indigenous iden-
tities through industrial growth but
where no single industry drives the
impacts. It is important to consider
these cumulative and interacting im-
pacts, because indigenous displace-
ment is not often a single and sudden
event. The destruction of indigenous
culture and livelihood is often a slow,
incremental processes of successive
restrictions and dislocations.*V

In agriculture, IFC generally invests in
inputs, processing and logistics, but
less often the farms themselves. Such
investments have been identified in
the Brazilian Amazon, Mexico and In-
dia. India offers a useful case study in
the way the narrow analysis of pro-
ject-specific impacts bypasses indige-
nous rights by disregarding cumulative
impacts on indigenous peoples. In In-
dia, the expansion of crop irrigation
has converted marginal lands once
farmed by India’s “Scheduled Caste”
and “Scheduled Tribe (SC/ST) commu-
nities, as India terms its indigenous
communities. Monocropping follows,
which has diverse impacts on the

traditional crops and balanced diets of
low-caste farmers, both when they
are directly displaced, and when they
are coopted into the production chain
of industrial processing firms, which
facilitate the transition of SC/ST farms
into producers of the crops they seek
to buy. Increasing malnutrition and
landless rates among SC/ST popula-
tions are attributed to this crop transi-
tion.®™ The farms are aggregated
through a combination of illegal land
deals and forced or coerced crop con-
version among SC sharecroppers and
small farmers. These changes restrict
their access to traditional food op-
tions and their self-determination
rights. As industrial farmers expand
their crop production, they require
processing, storage and transporta-
tion/logistics. IFC has financed irriga-
tion and agricultural inputs to expand
industrial farming, as well as pro-
cessing, storage, and transportation
of these industrial crops in India,
never applying PS7 on any.*V!

Something comparable has played out
in Paraguay, where the expansion of
agriculture into rainforest and dryland
Chaco is the primary contributor to in-
digenous displacement. IFC has issued
$105m in loans to agricultural inputs
firm Agrofertil (2011, 2016, 2020), to
support its extension services in Para-
guayan forestlands. Fertilizers, seeds
and pesticides do not cause farmers
to encroach on indigenous territories
and convert indigenous forests into
farmlands, but farmers would struggle
to successfully establish new farms

without these inputs. IFC has not ap-
plied PS7 on any Agrofertil loans.

Comparable impacts occur on indige-
nous peoples in forestlands. Activities
that increase the economic value of
traditional lands can have complex un-
intended consequences for indige-
nous communities. IFC has made at
least two investments that describe
changes to forestlands without con-
sidering indigenous uses of or associa-
tions with those forests. In the Philip-
pines, Cravings Equity established a
touristic site in Palawan, which is the
traditional lands of mountain and
coastal indigenous Palawan peoples.
Illegal logging for the tourism industry
has affected indigenous lands and cul-
tures, but the project documents
make no reference to due diligence
around timber sourcing for eco-lodge
construction and no mention of indig-
enous peoples. i In Mexico’s Pro-
teak, IFC disclosures mention the dis-
placement of “landless workers” from
forestlands but do not consider why
those individuals are landless or what
their heritage is. Often the landless
are actually traditional stewards of
the territories they work. i

Identifying indirect impacts like these
in India, Paraguay, Mexico, the Philip-
pines and Brazil (see HDB), which can
permanently damage indigenous live-
lihoods, lands and cultures, would re-
quire due diligence explicitly oriented
towards indigenous peoples. But
when the analysis stops at the fence
line, such understanding is impossible.
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Project Country Year Link to indigenous impact

Involved in the agricultural value chain but not the direct physical acquisition of IPs lands

Agrotec Latin 2010, Agricultural inputs promote farming without consideration for the prox-

America 14,18  imity of shops to sensitive, indigenous lands
Agrofertil Paraguay 2011, Agricultural inputs retailers located proximate to the Gran Chaco en-
16, 20  courage farming that encroaches on indigenous lands

Proteak Mexico 2017 Forestry project displaces “landless workers” without considering if
they are ancestral stewards

Vicentin Argentina 2017 Agricultural processing in Santa Fe promotes farming on Mapuché lands

Srinivasa India 2018 Soy processing and poultry production do not geolocate facilities or in-
dicate where soy will be sourced

Jain IV India 2018 Irrigation investment expanding industrial farming displaces SC/ST

ETC India 2 India 2019 Agricultural processing in region where industrial farms displace SC/ST

Involved in incursions into indigenous territories but not by directly financing the incursions

HDB Brazil 2014 Ports and river contouring where indigenous peoples have traditional
river uses

Cravings Equity Philippines 2014 Tourism and coffee farm on or adjacent indigenous lands

Vix Logistica Brazil 2014 Trucking logistics in indigenous Amazonian regions

Best Logistics China 2016 Trucking logistics in indigenous “frontier” regions

SETRAG Gabon 2020°*  Railway repair 648km through traditional tribal lands, for mine access
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IFC’s investment is not tied to a specific project footprint

The above procedural challenges to
PS7 implementation hinge on IFC’s
misunderstanding of how indigenous
peoples interact with land and re-
sources, as well as the role of indus-
trial development in cultural erasure.
A far more challenging situation arises
when IFC does not know its project
footprints at all. IFC makes different
types of investments at different
points in a company or operation’s
lifecycle, and the time of investment
influences the application of various
performance standards. For example,
when IFC lends money to a company
to build a specific, infrastructure-in-
tensive project, it will require exten-
sive due diligence of that specific pro-
ject, including detailed information
about the socioeconomic baseline at

the designated site. In these cases, a
review of PS7 applicability will be spe-
cific to that particular project, even if
the company may also have opera-
tions in other countries and contexts
with different, unrelated impacts on
indigenous peoples. However, when
IFC lends money to a company for
general capital, corporate debt reduc-
tion, or unspecified/unfinalized ex-
pansion plans, the IFC funding tied to
the Performance Standards is harder
to identify among a client’s assets. In
practice, IFC infrequently applies PS7
on investments directed to corporate
entities with multiple operations ra-
ther than development “projects” per
se, meaning that a sizeable portion of
IFC’s portfolio involves a lower level
of rigor in assessment of indigenous
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Figure 7 — Transmission lines over an abandoned house and well in Lalpur, India, where Powergrid operates Adam Con, India March 2018 (CC)

impacts. This is a matter of simple
practicality: when IFC invests in firms
operating in 70 countries, producing
processed goods sourced from thou-
sands of suppliers, it is not possible
for IFC to conduct rigorous review of
each footprint. Likewise, when IFC fi-
nancing supports corporate “expan-
sion” in a general sense, rather than
at a designated project site, IFC com-
prehensively reviews standard operat-
ing procedures, not on-the-ground re-
alities.

This is problematic, because IFC only
applies PS7 where the project foot-
print affects indigenous peoples;
there are no cases where IFC invested
in a portfolio or corporate entity
where it required FPIC under PS7.
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In Olam’s sugar-sourcing region of Marashtra, SC/ST populations comprise one-fifth of the population but hold almost none of
the land. Corporatization of sugar coops (a process that Olam has contributed to directly through the purchase of mills from
coop owners) has been found to benefit political and economic elites to the detriment of workers and farmers. Simultaneously,
the displacement of SC/ST populations by public infrastructure (e.g. by the Sardar Sarovar dam, built to benefit middle caste
farmers in Gujarat), have sent landless populations into the cane fields, creating competition and driving down labor conditions
further. Recent research found that 8.6% of women cane cutters have had hysterectomies in Maharastra, because they work 13-
18-hour days and pay a fine if they take a sick day. India’s designation of SC/ST populations as indigenous aims to protect these
populations, but investments in industries that exploit their landlessness undermines that effort.

Cane work is exploitative, characterized by debt bondage (which is why women elect to remove their uteruses rather than miss
two days of harvesting in a month). Because children travel with parents, removed from school and isolated because they speak

tribal languages, families describe ‘cultural erasure,” whereby they, as workers, are referred to as the tool they use (cutters),
they cannot access cultural foods and crops (part of their pay is in-kind food, which is often moldy millet), and the kids, forget-

ting cultural games, come to play ‘cane harvesting’ with toy trucks and grass.

There are no sugar mills immune from this, so there is no way IFC can avoid contributing to the problem if it finances the indus-
try, as it does through Olam. However, no PS7 analysis considers the role of Olam’s mills in the exploitation and displacement of

IPs.

For reasons elaborated above, the ap-
plication of PS7 only to a project foot-
print is itself insufficient (e.g. it disre-
gards indigenous uses of water re-
sources and migratory traditions), but
even setting aside the resource-based
needs of indigenous peoples, the foot-
print-based approach is not suited to
IFC’s actual lending portfolio, even
within its Category A and Category B
projects (the problem created in its Fi-
nancial Intermediary portfolio is wor-
thy of an entirely separate report).

Investment is at the corporate level ra-
ther than project or footprint-specific
level

Corporate-level investments pose sim-
ilar challenges as the investments that
predate the establishment of foot-
prints. In at least 15 projects, IFC in-
vested at the corporate level (rather
than at specific operations) of firms
that operate in contexts with indige-
nous peoples. In principle these in-
vestments require all operations to
adhere to the Performance Standards.

However, in practice, IFC only carries
out fieldwork and due diligence on a
sub-set of footprints, which do not
necessarily coincide with operations
that pose the greatest risks to indige-
nous groups. For example, between
2013 and 2018, IFC issued $340 mil-
lion in loans to global agribusiness and
trading firm Olam. Olam is an agricul-
tural producer, processor and trader;
owning farms, factories storage and
logistics infrastructure in 66 countries.
As the world’s largest cocoa trader,
sourcing beans from West Africa,
Olam has documented labor protec-
tions (PS2) violations with findings of
child labor in its workforce in both
2016 and 2017 (FLA audits), but this
PS breach did not apparently affect
IFC’s ability to invest in Olam in 2018.

Given the overt violation of PS2, there
is cause to question how closely its
global operations hew to the Indige-
nous Peoples Performance Standards;
especially as PS7 is not professionally
audited at any of Olam’s operations.
IFC field evaluation —in England, Sin-
gapore, India, Nigeria, Indonesia and

Vietnam — did not prioritize several
countries with heightened indigenous
risk, such as Olam’s controversial palm
oil operations in Gabon and Indone-
sia,” or its coffee sourcing in Hondu-
ras, Guatemala and PNG.

Even where operations were visited,
as in India, IFC due diligence covered
land impacts and labor controls but
did not extend even to actual agricul-
tural footprints, let alone to commu-
nities and indigenous peoples. This is
notable for two reasons. First, IFC’s
PS1 requires assessment of “associ-
ated facilities,” which are essential to
the existence of the IFC project. Olam
describes itself as having no “major
competitors” in its Indian spice and
tomato markets, suggesting a strong
hold on its supply chain that would
render them ‘associated facilities’.
Second, India’s agricultural castes of-
ten exclusively hire ST workers, many
of whom have multigenerational ties
to the lands they work.*

In India, as elsewhere, indigenous
landlessness is frequently a result of
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recent agricultural transitions in the
region towards industrial irrigated
plots or towards industry-designated
crops. However, IFC made no appar-
ent inquiries into why indigenous
workers were landless. The complex,
structural discrimination inherent to
agriculture in Kerala and Maharashta
(Olam’s operating regions) require nu-
anced analysis to accurately assess in-
digenous impacts. This was not
done i

IFC took a very comparable approach
to investments in other agricultural
processing companies, providing capi-
tal for new and expanded facilities
without knowing their footprints or
guestioning whether affected commu-
nities required indigenous protec-
tions. This was the approach to Los
Grobo Equity, an Argentinian agribusi-
ness firm (2016). The client was aggre-
gating firms involved in i) the manu-
facturing of crop-protection inputs, (ii)
agri-inputs distribution, (iii) grain origi-
nation, storage and logistics services,
(iv) farming, and (v) milling, but the
IFC never inquired where farms were
located or whether they affected Ar-
gentina’s substantial indigenous land
claims.

When issuing loans to global agricul-
tural trading firm Ecom (which has re-
ceived six rounds of IFC financing
since 2006), IFC explicitly noted that
the loan should support activities in
Brazil (cotton, coffee) and Ecuador

(cocoa) with a focus on the farming
supply chain, but IFC does not appear
to have reviewed whether Ecom’s ag-
ricultural demands in these countries
were encouraging farmers to en-
croach on indigenous lands. Brazil’s
cotton industry is directly linked to de-
forestation of indigenous lands, but
this is not mentioned in IFC disclo-
sures i

IFC’s repeated investments in China-
based agricultural trader Cofco-Noble
followed a similar pattern.*" In one
such investment, on five occasions for
four consecutive years (2015 through
December 2018), IFC issued the same
expectation, verbatim, of Cofco-Noble
to source materials with “respect of
Indigenous People [sic] Land.” Why
the ESAP requirement remained un-
met has not been publicly docu-
mented. Project documentation sug-
gests that IFC’s concern was primarily
with soy and sugar sourcing on Ama-
zonian tribal lands in Brazil. However,
Cofco’s operations in Paraguay, Ar-
gentina and India are not mentioned
for potential indigenous impacts, even
as potential impacts on “ecologically
sensitive” regions in those countries
are noted. There is substantial overlap
between ecologically sensitive terri-
tory and indigenous presence which
goes wholly unnoted. IFC reported in
January 2021 that it was divesting
from Cofco but did not indicate that
the divestment pertained to PS7 limi-
tations.”

In some cases, IFC justified corporate-
level investments as a means to im-
prove environmental and social per-
formance across the entity, yet those
projects did not go on to document
due diligence for indigenous peoples.
For example, in IFC’s investment in
the China Three Gorges South Asia In-
vestment Limited (CSAIL) holding, IFC
described its additionality to include
enabling “the Company to develop a
robust environmental and social man-
agement system, ensuring the imple-
mentation of IFC's Performance
Standards.” The company invests in
renewable power projects across Paki-
stan. However, PS7 has not been ap-
plied on any investments within the
portfolio, including hydroelectric
dams in occupied indigenous Kashmiri
lands, as detailed below.

It is impossible to square this ap-
proach to due diligence with the lan-
guage of the Performance Standards.
This financing should be impossible
until the footprints of greenfield ex-
pansion are established, the ESIA has
begun, and identified indigenous peo-
ples have been evaluated for potential
impacts that would trigger FPIC re-
quirements. If applicable, IFC funds
should be subject to the client’s
achievement of FPIC. That is not how
IFC and its clients apply PS7 in prac-
tice.
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Olam |
Olam I
Olam Il
Niko

Powergrid
CSAIL

Cofco-Noble
-Nidera

-1l

Ecom

Los Grobo
Equity
MCS Prop-
erty
GWFP
Mercon 2

Suguna lll

Afriflora

Global

India
Bangladesh

India
Pakistan

Global

Global

Argentina
Mongolia

Guatemala
Honduras
Nicaragua
Brazil
Vietnam

India

Kenya
Bangladesh

Ethiopia

2013
2016
2018
2013

2014
2014
2014
2014

2015
2016

2016

2013

2019

2018
2017

2020

2015

Agribusiness - “Landless” indigenous workforces in Indian sugar are often dis-
placed by industry and forced into labor. Indigeneity was not considered in In-
dia, Central America or anywhere in Olam’s portfolio

Qil/gas - Niko is in India, Bangladesh, Madagascar and West Papua, Indonesia.
IFC assessed that the West Papua investment at the Kofiau PSC Block required
the firm to “assess whether exploration activities affect IP communities” and
apply PS7 as appropriate (E&S Mitigation Measures). The ESAP claims "Niko
will develop corporate policies and procedures in line with IFC Performance
Standard 7." The outcome, “expected” 12/31/2014 was described as "In Pro-
gress” on 12/2/2020.

Power Transmission - Transmission lines cross indigenous lands. They affected
communities, spurring legal action

Renewable Energy - Commitment to implement PSs did not include any indige
nous considerations

Agribusiness - Commitment to implement PSs did not include indigenous con-
siderations in Paraguay, Argentina or India. Indigenous protections mandated
in the ESAP went unfulfilled for at least 5 years

Agribusiness/trade - IFC asserts that "IPs are not impacted by the company’s
operations; nor are matters of cultural heritage as processing plants are lo-
cated in existing industrial areas and farmers supplying to the company have
existing properties/fields and any development would be limited to replanting
with higher producing coffee or cocoa plants." There is no articulation of how
IFC would know this (or what the risks are present with Brazilian cotton), but
there is considerable risk that all of these commodities could be encroaching
on indigenous lands

Agribusiness/Equity - No mention of IPs is made despite vast rural landholdings
and impacts

Real Estate - The company builds housing across Mongolia including for the
Ukhaa Khudag mine, where local people say there are indigenous herders i
Agriculture (Coffee) - Credit facility to support Mercon's activities across the
coffee value chain from production and storage (Guatemala, Honduras, Nicara-
gua, Brazil, Vietnam) to transportation and commercialization (global). Mercon
sources raw beans from more than 9,000 third-party suppliers. IFC has not en-
quired how its sourcing affects indigenous peoples of any of these countries,
who often inhabit the hills where coffee is shade-grown.

Agriculture (Poultry) - IFC is financing $54m of a $67m operational expansion
across 3 countries with indigenous populations (including in Odisha, in India,
and making no mention of the localities in Kenya or Pakistan, and making no
reference to the broad environmental impacts poultry production has on
downstream communities. *i

Agriculture - Competition for water resources (Lake Ziway) could impact indige-
nous lands even if flowers are not directly grown on indigenous lands.
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IFC’s investment postdates the indigenous impacts of projects (Assets predate IFC investment)

Corporate-level investments into
holding companies that acquire exist-
ing assets pose particular challenges
for indigenous peoples due diligence,
IFC’s portfolio indicates. This is be-
cause (1) clients that already hold as-
sets prior to IFC’s involvement cannot
retroactively obtain FPIC, and (2) cli-
ents that continue to acquire (exist-
ing) assets after IFC funds have been
disbursed leave IFC little leverage to
retroactively enforce PS7 compliance
as those acquisitions are being incor-
porated. IFC sometimes acknowledges
the need for ongoing due diligence
but not consistently.

For example, Road Holdco (2014) ac-
quired existing roads and planned to
acquire parking facilities, logistics in-
frastructure and other transportation
assets across India but did not see the
vast footprint of its holding company
as potentially affecting indigenous
(SC/ST) populations. On the contrary,
IFC required only that land acquisition
“subsequent to Road Holdco involve-
ment will be in accordance with Per-
formance Standards 1 and 5.” The
road acquisitions included at least one
potential impact on indigenous peo-
ples that was not reviewed as such. At
Addanki, in Prakasam, Andhra Pra-
desh, an “informal settlement” was
obstructing the right of way for a Road
Holdco highway. Addanki is roughly a

Road Holdco India
Orazul Latin Amer-
ica

2014
2017

third (29.5%) SC/ST, populations char-
acterized by landlessness. Vil |FC
never states whether it evaluated the
indigeneity of this community, but it
clearly never applied PS7.0%

In addition to Road Holdco, the ap-
proach also characterized IFC’s invest-
ment into Orazul Energia, a holding
company created by IFCin 2017 to
manage Latin American hydroelectric
assets acquired from Duke Energy.
The portfolio covers long-established
assets, many of whose indigenous
rights impacts were never considered,
and two of which are afflicted by “ex-
isting and historical social tensions” in
Peru. IFC did not visit all sites or en-
gage with any communities (“Given
the nature of the public bidding pro-
cess...”). IFC reports that the partner
in the project commissioned a com-
munity environmental and social as-
sessment. Though the project is Cate-
gory A, IFC has disclosed no assess-
ments.

IFC’s partner on both Orazul and Road
Holdco is the same investment firm,
ISQ (I Squared Capital). IFC issued
$250 million in equity and loans to 1SQ
for its Indian tollway investment two
years after the firm’s establishment
and before it had any experience in In-
dia. The ESAP indicates that the com-
pany had not managed to

demonstrate legal compliance with an
array of permitting agencies or estab-
lished an Environmental and Social
Management System. Its human re-
sources policies and procedures were
noncompliant with IFC’s labor stand-
ard (PS2) and had not even estab-
lished an IFC-compliant livelihood res-
toration program for displaced road-
side households. It had neither a
stakeholder engagement program nor
a grievance mechanism. A corrective
action plan was anticipated 2017 but
has never been made public.®

Positively, IFC has continued to up-
date some disclosures on the Holdco
investment, including an ESDD for a
new acquisition. Unfortunately, this
due diligence suggests that many
problems identified in 2014 persisted
in 2018, including noncompliance with
permitting regulations, the lack of an
Environmental and Social Manage-
ment System, stakeholder engage-
ment plan and grievance mechanism,
noncompliance with PS2 labor re-
guirements, and detailed data about
the individuals and communities en-
croaching on the Right of Way.*" As
noted elsewhere, the communities
that encroach on roadways are often
indigenous peoples made landless by
infrastructure developments.

SC/ST populations along planned and extant roads
Indigenous peoples affected by existing energy infrastructure are never
considered, though “conflict” is mentioned
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Figure 8 Tribal people in the uncontacted frontier of Peru and Brazil, where Peruvian loggers threaten the survival of these communities, and where

IFC client Nature Forestry invested IFC funds (Credit G. Miranda, FUNAI Brazil and Survival Intl

Investment predates the establishment of a footprint

One challenge for PS7 evaluation for
corporate-level investments is that IFC
can only field-validate existing foot-
prints and corporate policies; it can-
not consider the particular contextual
conditions at planned facilities that
have not yet been sited. For example,
in PT Bajradaya (2019, pending), IFC
visited an existing hydroelectric dam
on indigenous Batak lands in Indone-
sia, and interviews reportedly indi-
cated that the Batak community had
positive relations with the operator
(IFC does not describe a sampling
methodology for these conclusions).

However, the aim of the financing was
to “allow the sponsor to invest in
greenfield hydropower plants in the
pipeline.” None of these are listed, ge-
olocated, or evaluated for their poten-
tial impact of PS7, and no require-
ments in the ESAP mandate it going
forward. ™" A Catch-22 emerges for
PS7 in cases where IFC funding pre-
cedes the determination of a foot-
print. Specifically, if a PS7 review
found a community eligible for FPIC,
but IFC had already provided financ-
ing, IFC would be in breach of its due
diligence requirement, having

financed a project that did not achieve
‘prior’ consent. Financing cannot, in
practice, be ‘contingent’ on applica-
tion of PS7 if PS7 will require FPIC, be-
cause the money will be in place com-
pletely absent a ‘consent’ agreement.
IFC does not, as such, have any way to
guarantee that it is safeguarding indig-
enous rights or FPIC any time it invests
without site-level due diligence at a
designated project footprint.

On at least 12 investments (including
PT Bajradaya), IFC has issued financing
to a client that planned to operate in a
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rural area of a country with recog-
nized indigenous presence before its
footprint had been established. In
each of these investments, IFC could
vet a potential client’s policies and
processes but could not confirm the
operationalization of them.

In some cases, IFC summaries suggest
that indigenous people’s concerns will
merit further scrutiny as footprints are
established. This was the case for Na-
ture Forestry China, a 2012 client ac-
quiring plantations to supply its floor-
ing operations. IFC noted that envi-
ronmental and social risks associated
with "currently known plantation tar-
gets relate to land acquisition, includ-
ing the potential for physical or eco-
nomic displacement... and the poten-
tial to impact indigenous groups". IFC
was also supporting Nature Forestry
to acquire assets in forestry in Peru,
where high rates of illegal timber ex-
traction have impacted indigenous

peoples for decades. In Peru, wood
tracing is a critical component of risk
reduction, but IFC does not describe a
footprint, let alone a sourcing due dili-
gence process. PS7 was not triggered,
nor did IFC produce follow up report-
ing to demonstrate whether acquired
forests impacted indigenous groups.
In 2012, with IFC financing disclosed
but not yet approved, signed or in-
vested, Nature Forestry acquired the
Sepahua forestry concession, named
for the indigenous town it infringes. X
The area has a persistently high pres-
ence of illegal loggers threatening the
welfare of contacted and, in particu-
lar, uncontacted peoples of the Sepa-
hua area.V It is inexplicable that IFC
disbursed funds without publishing
any due diligence on the new conces-
sion on this highly sensitive forest.

IFC has stated that its application of
PS7 has evolved and strengthened

Renewable projects across the country

Poultry farms & processing in Inner Mongolia
Agricultural suppliers to aqua & feed operations (IFC flags resettlement and biodiversity
but seems not indigeneity across China, India, Vietnam, Indonesia)

Power Installations across the country. Project later revisited its portfolio and pursued a
PS7 evaluation in Chittagong (see Conclusion, below)

Planned onshore oil/gas developments
Animal processing in frontier regions of nations with known IPs. IFC visited Beijing and
feed mills in China/Indonesia but never neighboring communities, never Vietnam, Philip-

over time. This is not clearly borne out
with regard to investments that pre-
date delineated footprints. For exam-
ple, a 2020 IFC investment in SECI
Mabhindra in India covers, among
other installations, a transmission line
whose route has not been finalized.
IFC notes that the line will generally
follow the road and that landowners
will be compensated. There is no
mention of the landless SC/ST road-
side residents whose traditional liveli-
hoods rely on proximity to roadways.
Likewise, in a 2019 investment in
HKY2 poultry farms, IFC supported the
firm’s expansion of poultry farms into
Inner Mongolia without considering
indigenous peoples at all — IFC due dil-
igence did not include a visit to Inner
Mongolia, and public disclosures do
not indicate that footprints were es-
tablished at the time of investment.

pines, Bangladesh, Myanmar, Laos, Cambodia, Sri Lanka

Broadband in Sao Paolo state, including over 300 new (but not sited) greenfield towers

Indigenous forest people in China and Peru — ESAP calls for IP management (Nov 2012/Jan
2013). 2011 Rainforest Alliance audit (Yurimaguas, Peru) clearly identified IPs

This infrastructure construction firm, whose future projects are completely undefined,
and whose labor sourcing is opaque, in countries with IPs

Unknown footprint for expanded operations in Vietnam. Other RE projects in Vietnam
triggered PS7, but IFC doesn’t say why not this one

IFC assessment of PS7 for future projects is based on indigenous encounters at an existing

SECI Mahindra 2020
India

HKY2 China 2019
Haid Interna- 2018
tional Asia

Summit 2016
Bangladesh

Citla Mexico 2015
Atopco China 2014
New Hope Asia 2014
ON Telecom 2014
Brazil

Nature Forestry 2012
China/Peru

Hassan Allam 2016
Egypt

AC Energy 2019
Vietnam

PT Bajradaya 2019
Indonesia operation
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Substantive Failures to Apply PS7

The procedural gaps that result in numerous potentially “missed” PS7 projects, above, point to an array of interventions
that IFC could pursue to more fulsomely apply its standards. However, in other projects, the decision not to apply PS7
does not hinge on procedural rationales. These lapses suggest that some IFC clients have knowingly affected indigenous
peoples. We term these ‘substantive’ reasons for bypassing PS7. In essence, the decision to bypass PS7 in these cases
hinges on problems the client would experience if it acknowledged indigenous peoples, rather than procedural short-
comings in the appraisal process.

We identified three sub-categories of substantive bypasses of PS7. In the first, characterizing investments dated from
2012-2016, IFC and clients identified indigenous people in project documentation but bypassed PS7. In the second, start-
ing in 2016, IFC and clients ceased mentioning indigenous peoples, where they were previously confirmed to be present
either in prior IFC investments or in public literature. In the third, spanning the two periods, indigenous peoples have
been scrubbed out of project documentation consistently in all investments to particular regions where the government
is actively hostile to its indigenous populations. The avoidance of indigenous designations in these second and third cat-
egories — in contexts as varied as Andean Peru, Kashmiri Pakistan, Uyghur China and the Hill Tribe territories of Vietnam
— raises a question of whether IFC projects have truly stopped being established on indigenous lands, or whether
acknowledgement of indigenous peoples is being suppressed.

Figure 9 - At the well with camel, near Khanbogd Oyu Tolgoi - Credit Bankwatch 2011
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Figure 10 - Roku Village, tra-ditional stewards of land bO-L_lght by IFC client AES-PNG (Credit TWM PNG, Facebook, 2019)

CAO complaints for PS7 substantive shortcomings
There are at least two established cases where IFC clients bypassed PS7, and then indigenous peoples themselves identi-
fied their experienced impacts to the CAO: Oyu Tolgoi and AES-PNG Roku Village.

In the two CAO complaints brought against the Oyu Tolgoi mine in Mongolia, the indigenous herders who use the terri-
tory seasonally for grazing lands and have deep spiritual ties to natural resources have never been evaluated for the im-
pacts of the mine on their culture. When the client diverted a sacred river, it affected both culture and livelihoods, but
because IFC did not recognize the community’s claim to a land they only seasonally occupy, it did not identify the need
for PS7. Although the CAO avoided directly addressing the question of whether PS7 should have been applied, the com-
munity was unequivocal in self-identifying as indigenous and describing their cultural links to land and resources.*V Had
CAO approached the case as a compliance matter in addition to an ombudsman case, it might have provided additional
clarity on how clients should evaluate indigeneity and validate their conclusions about the applicability of PS7.

IFC similarly did not trigger PS7 at an electrical engineering business (AES Systems) in Papua New Guinea. The company
had operated in the country since 1997 on Kuriu Clan lands, and IFC’s 2013 proposed investment would have expanded
its footprint and established a port and wharf presence V' IFC determined that AES had procured land based on a willing
seller arrangement with an individual, Inogo Gabe, who had no legitimate claim to the land, which PNG courts had ruled
to be customary territory of the Kuriu.*" How IFC conducted its due diligence on land acquisition is never made clear,
and the entity continues to struggle with land acquisition issues. Vi Kuriu Clan residents filed the CAO complaint before
the loan was disbursed and the client, rather than IFC, cancelled the loan, terminating the CAO investigation process.
AES moved forward with its wharf and port facilities without IFC financing,*™ raising questions about whether IFC’s early-
stage, pre-investment support might have made possible a project that did not ever meet its Performance Standards.

25 MISSING PS7: WHY IFC NEEDS A NEW APPRAISAL PROCESS FOR INDIGENOUS PEOPLES



2012-2016: Where IFC project documentation acknowledges indigenous peoples but IFC opts not to apply PS7

IFC’s rationales determining PS7 to be inapplicable are difficult to validate, because so little is disclosed about the meth-
ods, scope and interview protocols involved. In a series of projects, however, IFC offers no explanation at all for bypass-
ing PS7, while describing project proposals that external observers would recognize as posing substantial risk to indige-
nous populations. These are some of the most worrisome projects in IFC’s portfolio, because they essentially detail se-
vere risks to indigenous peoples and demonstrate no commitment to assuring their participation in project design and
implementation, let alone consent.

Minerva Beef — Brazil and Paraguay

A thoroughly documented example of IFC investing in a client that has overtly identified risks to indigenous peoples is
IFC’s deep involvement in cattle ranching in the Amazon. In IFC’s disclosures on a 2013 equity/loan investment in beef
producer Minerva, the express aim of the investment was to improve traceability of the cattle supply chain to reduce
environmental and social risks, including those faced by indigenous peoples. Minerva was classified as a maximum-risk
Category A project for potential “deforestation, child/forced labor, encroachment on Indigenous People land, and re-
spect of customary rights by the Company’s primary suppliers.” Cattle farming is deforesting indigenous lands in Para-
guay, Bolivia, Argentina and Brazil faster than any other commodity producing activity." The Amazonian rainforest is the
ancestral land of numerous indigenous groups, and illegal conversion of forest to cattle rangeland devastates their cul-
ture and livelihood.

Despite recognizing these risks, IFC did not apply PS7 on the project, meaning no engagement with indigenous commu-
nities across Minerva’s operational area of influence occurred. By 2017 it had become clear that the risks were realities.

Figure 11 Cattle ranch in the Amazon (Credit Jai Mansson 2007, CC)
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That year, Brazil’s Federal Prosecutor found that Minerva could not account for the sourcing of 776 head of cattle, and it
could not verify the legitimacy of documentation on the rest of its herd as coming from legally owned Amazonian lands.
Minerva does not monitor secondary suppliers, meaning illegal sales to its primary suppliers go completely unmanaged."
Indeed, in 2018 a Minerva supplier who owns both illegal and legal farms transferred 54 animals from an embargoed
farm on deforested rainforest to a legal “clean” firm, selling the animals to Minerva seven minutes later. The firm is still
authorized for commercial transactions with Minerva. In Paraguay, Minerva has only mapped half of its Paraguayan
direct suppliers and none of its secondary suppliers. In December 2020 Global Witness reaffirmed Minerva’s direct links
to massive deforestation in the Brazilian Amazon and incumbent abuses of indigenous rights.' The UN has reported that
indigenous peoples displaced by cattle farms were hired into the workforce in slave-like conditions.™ IFC has neither
justified the decision to bypass PS7, nor documented any monitoring of indigenous peoples’ impacts, though it retained
equity in the firm as of 2021."

AdecoAgro Argentina

Likewise, IFC bypassed PS7 on agro-industrial operations for AdecoAgro in Argentina, despite the evaluation from the
assessment Performance Standard (PS1) identifying families of the Mocovies Indigenous Peoples (who hold ancestral
claim to the whole San Joaquin and San Francisco regions), within five kilometers of at least two of the operation’s sites.
The client rationalized that “none of these communities are [sic] directly affected by the project activities” without artic-
ulating how it came to this conclusion. On the contrary, the Environmental and Social Action Plan (ESAP) suggests that
land acquisition procedures may indeed leave open questions of impacts on Indigenous Peoples. Item 5 of the ESAP re-
quired AdecoAgro to “adjust existing land acquisition and lease procedures to ensure screening against and application
of the IFC Performance Standard requirements related to Land Acquisition and Involuntary Resettlement (PS5), Biodiver-
sity Conservation and Sustainable Management of Living Natural Resources (PS6), and Indigenous Peoples (PS7).”

Powergrid India

In India, an energy sector investment that recognized potential impacts on indigenous peoples avoided PS7 application
by baselessly narrowing the standard’s applicability. In 2012 and 2014, IFC invested in the holding company that man-
ages the national grid (Powergrid India), with finance dedicated to infrastructure expansion. IFC acknowledged that the
grid expansion could affect indigenous peoples, but it neither assessed footprint-specific risks, nor acknowledged the
responsibilities the client held under PS7. On the contrary, IFC held to a separate, lower bar for indigenous engagement
that PS7 sets, stating that an IP development plan would be required only "if significant adverse impacts are expected on
IPs” (emphasis added). PS7 (Paragraphs 13-16) sets no bar for the client’s perceived significance of impacts on lands
and/or livelihoods. The decision not to adhere to the letter or intent of PS7 appears to have served the client poorly
while also contravening Indian law. In 2019 the Scheduled Caste and Scheduled Tribe Council ruled in favor of a petition
by indigenous communities stating that PowerGrid alienated tribal rights and requiring restitution. This procedural
shortcoming would not have been possible if IFC had processes in place to cross-check the activities of clients with the
content of PS7.

El Dovio Colombia

While the large majority of projects that bypass PS7 also bypass the indigenous engagement and consultation processes
incumbent with the standard, one 2013 project did not apply PS7 but pursued all the requirements of the standard any-
way. The El Dovio mining exploration project in Western Colombia identified indigenous and Afro-Colombian peoples at
two separate exploration sites, flagging them in the ESRS, environmental and social management review and the envi-
ronmental and social action plan. When the company began planning a 2015 drilling plan, it shared the plan with indige-
nous peoples in collaboration with a local consulting group and established an ongoing consultation framework. Why
PS7 was bypassed when communities were engaged in collaborative agreement-based approaches is never articulated.
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Figure 12 Men carry fasuarina wood - a hardwood used by.JK‘;EAper‘- in Janiguda Rayagada O(;sha (Rit
2016-2020: Where indigenous peoples have been scrubbed from IFC documentation

Between 2013 and 2015, IFC seemed to expect clients to articulate whether they anticipated PS7 impacts in either their
Environmental and Social Information or in their Categorization Rationale (72 statements in 2013; 50 in 2015). These
statements all but disappeared by 2016, even in projects that were reinvested at later dates. Though basic, the state-
ments suggested that IFC required a determination on indigenous presence. When the statements vanished, sometimes
reference to indigenous peoples that had been acknowledged in previous investment rounds vanished as well, as
demonstrated in examples below.

CSAIL (Karot) Cofco (Xiang Nian I1)

While the initial 2014 project documents for CSAIL China Three Gorges renewable power project noted a potential for
PS7 impacts, by the time IFC invested in CSAIL sub-project Karot Hydro in 2016, mentions of indigenous peoples were
eliminated. Likewise, a 2015 IFC investment in Cofco (the Chinese agricultural conglomerate) included a requirement in
the Environmental and Social Action Plan that the company update its sourcing policies to assure “respect for indigenous
peoples.” However, a 2019 investment in a food company that partners with Cofco global for grain supplies and oper-
ates in Xinjiang Uyghur Autonomous Region (Xiang Nian 1l) makes no mention of indigenous peoples."i

JK Paper company.

The Indian firm JK Paper displaced indigenous peoples for a pulp mill in 2010 with IFC financing, prior to the FPIC re-
quirement of PS7. In reinvestment in 2016, IFC applied PS7 but considered FPIC inapplicable because the displacement
had already occurred. IFC reinvested in JK Paper in 2020 did not apply PS7 at all. It did not justify the decision.

AdecoAgro

Likewise, although AdecoAgro identified indigenous communities within 10 kilometers of farmlands in a 2016 IFC invest-
ment, a 2020 loan to the firm disclosed no evaluation of indigenous peoples. The 2020 loan to Adeco’s dairy branch is
associated with feed crops that have decimated Wichi peoples lands in and near Gran Chaco. Argentina has no sourcing
protocols in place for farming, and IFC has made no commitment to improve Adeco’s feed supply chain transparency or
traceability, despite the risks to indigenous peoples from Argentina’s forestlands."i
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Where Indigenous designations would be politically controversial

Because IFC has never publicly articulated how it determines the indigeneity of affected communities and does not re-
quire clients to document how they determine indigeneity as defined in PS7, in some cases it is not possible to confirm
whether PS7 is bypassed for political reasons or simply because IFC personnel and clients lack the expertise to recognize
indigenous peoples. On numerous occasions, IFC documentation claims, falsely, that whole countries have “no indige-
nous peoples.” The claim has been made for projects in Nigeria, Egypt and Turkey (Wings SouthSouth, Pasabahce, and
HKA, respectively). The Ogoni,™ Nubians,* Copts, Kurds, Yazidis, Roma and other self-identifying indigenous peoples
would dispute this characterization.™

IFC faces particular challenges upholding PS7 expectations for operations hosted by governments that dispute and resist
indigenous rights. Because IFC operates in 115 countries, it is inevitable that some of these nations are hostile toward or
dismissive of indigenous rights; it is specifically because indigenous peoples have so frequently been marginalized by the
nations that claim their territories that they have been accorded specific protections. In countries where indigenous
communities have sought greater autonomy, they have been categorized as treasonous, anti-state actors, rather than
peoples entitled to self-determination. Their desire for autonomy is considered seditious. In such contexts, their interna-
tionally established rights are not being protected or promoted by their home states, creating challenges for interna-
tional operators like the IFC to simultaneously uphold national law and respect indigenous peoples. In these cases, IFC
hews to national interpretations rather than human rights." The projects described below are illustrative rather than
comprehensive of the issue.

Xinjiang Uyghur Autonomous Region, China

China annexed Xinjiang in 1949, when the region was only 5% populated by ethnic Hans, after Uyghurs briefly gained
sovereignty over their ancestral territories following disputes for control of Uyghurs’ resource-rich lands between Russia
and China. Uyghurs speak their own Turkic language, have a distinct religion, governance and cultural system than either
Russians or Hans, and have sought autonomy for decades if not centuries. Under Chinese rule, Beijing began colonizing
the region with ethnic Hans and establishing business incentives for companies and Chinese citizens to establish them-
selves there. As of 2017 the region had become minority-Uyghur, and the Chinese government had begun criminalizing
Uyghur displays of cultural heritage (wearing traditional garb, visiting Turkic countries) or religiosity (attending the Haj,
visiting or contacting friends/relatives in Muslim-majority countries). Repression against Uyghurs has increased substan-
tially since 2017, when the Chinese government began incarcerating Uyghurs for the activities listed above and placing
their families in “work programs” hand-harvesting crops and conducting other manual labor. Since then, at least 1 mil-
lion Uyghurs have been detained for vaguely defined crimes against the state, representing as much as 20% of the popu-
lation in some municipalities. Prior to that, however, restrictions on Uyghurs had been widely reported, including the
establishment of a massive surveillance state, tracking the cell phones and movements of all individuals across the re-
gion (indeed, criminalizing ownership of cellphones that cannot be tracked or cellphones not reported to the govern-
ment).

IFC has made at least 10 investments in Xinjiang but only acknowledged Uyghur populations as indigenous in one
(Chenguang Bio), triggering PS7 but opting not to require their FPIC for land conversion to agricultural inputs for the ag-
ricultural processing facilities operated by the company across several Uyghur municipalities. NomoGaia has examined
these investments in detail in our March 2021 report. i

Among the Xinjiang investments where IFC made no mention of Uyghurs or PS7, some carry risks of being directly asso-
ciated with the region’s forced labor crisis. For example, IFC’s investment to expand Jointown Pharmaceuticals’ ware-
housing and operations in Xinjiang and other regions in 2019 coincided with Jointown’s construction of a massive new
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warehousing facility directly adjacent to a sprawling detention facility for indigenous Uyghurs. The facility produces Tra-
ditional Chinese Medicines, made, in part, from agricultural inputs like hemp. IFC has not disclosed what percentage of
the workforce is Uyghur or what wage rates are paid to workers. IFC has not responded to requests for clarification on
how IFC is confident Jointown is not sourcing agricultural inputs from the neighboring prisoner agriculture.

Others of IFC's Xinjiang investments are more likely to be impacting Uyghurs through the Chinese government’s deliber-
ate colonization of indigenous territories and establishment of industries that recruit Han workers and displace Uyghurs
from lands and livelihoods. For example, IFC bypassed PS7 for lead-acid battery recycling facilities owned by Camel Com-
pany in Xinjiang, on the grounds that the facilities were in state-owned industrial zones. Although the Environmental and
Social Action Plan required the company to “Conduct a land acquisition review for two new projects in Xinjiang and An-
hui in case previous farmer’s lands were acquired by local government,” no such review has been published.*" On the
contrary, the lead smelter of the Xinjiang facility has been sited atop an ancient Uyghur irrigation network, called a Karez
System. Karez systems are not only the source of water for Uyghur crops and livestock in the arid Gobi Desert, they are
also central to a social organization, with social power allocated along the irrigation networks. The downgradient villages
identified in the Camel EIA are all named for the Karez systems that sustain (or formerly sustained) them, yet the Karez
systems and their Uyghur stewards are unmentioned in the project’s 321-page EIA. The farmers downgradient from
Camel’s environmentally risky lead smelter are Uyghur and thus entitled to PS7 protections, but, like the EIA, IFC docu-
mentation makes no mention of Uyghurs.

Beijing has reacted forcefully against governments for voicing aversion to the repression of Uyghur peoples (including
severely penalizing Australian traders), which may be disincentivizing IFC from even mentioning Uyghurs in current in-
vestments. IFC has engaged with the authors about these projects on a case-by-case basis but never articulated a ra-
tionale for excluding Xinjiang operations from PS7 protections. Politically, IFC lacks leverage to press for PS enforcement
in China for two primary reasons. First, China is host to the second largest number of IFC investments worldwide (out-
paced only by India). Because Beijing resists pressure on its Xinjiang actions, IFC is likely reluctant to jeopardize its
broader China portfolio to advocate for PS7 protections for Uyghurs. Second, China is a major co-investor with IFC in
funds and investment mechanisms in emerging markets. IFC’s relationship to Beijing is so multifaceted that it would be
difficult for IFC to assert pressure or withdraw.

Andean Peru — Inca descendant Campesinos

Peru is home to both Andean and Amazonian indigenous groups, whose communities and cultures predated Spanish
colonization by centuries. Although Peru has established legal protections for Amazonian tribes, it has excluded Andean
populations. In 2014 the World Bank acknowledged their indigeneity and the discrimination they face for speaking their
ancestral language.™ But these populations inhabit the resource-rich Andes, and endowing them with indigenous pro-
tections would substantially increase costs to petroleum and heavy metals miners operating in the high Andes.

IFC has made investments on Quechua campesino lands for decades, including, until 2017, an equity investment in the
‘Minera Yanacocha’ mining company operating in Yanacocha region. The operation has been the source of at least six
CAO complaints, including one pertaining to indigenous protections. Despite this history with the region, in 2016 the IFC
invested in a mining exploration firm, Tinka Resources, whose concession areas are held by the communities of San
Pedro de Pillao and Yanacocha (the Ayawilka and Colqui projects, respectively) — the same Yanacocha where campesinos
have vocally advocated to be recognized as indigenous and who have brought numerous complaints to the CAO regard-
ing IFC investments encroaching on their lands in the past. The IFC documentation makes no mention of campesino
Quechua communities, nor to their indigenous ties to land, cultural heritage or governance.
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Kashmiri Pakistan

Kashmir is a region straddling the India-Pakistan border, occupied by both nations since the partition in 1947. It is the
ancestral home to population groups that are ethnically, linguistically, culturally and governmentally distinct from tribes
in either Pakistan or India. Dating back to their occupation by the Mughals in the 17" and 18™ centuries, Kashmiri poets
have articulated their sense of regional belonging and cultural cohesion.™ This self-identification as distinct and tied to
land has persisted through Afghan, Indian and Pakistani rule. Hydroelectric dams have had particular adverse impacts
on indigenous peoples, both because they affect water flow for fisherfolk (who are denied fishing rights by the govern-
ment), and because changes in river flows affect downstream crops that indigenous groups rely on, nutritionally and
culturally. >

IFC’s hydropower project (HPP) investments in Kashmir are particularly notable for their exclusion of PS7, because a
driver for IFC’s involvement was to promote environmental and social sustainability through application of the Perfor-
mance Standards. Two of these, the Gulpur HPP and the Karot HPP merit scrutiny. The Gulpur HPP, a 100MW dam and
powerhouse located on the Poonch River in Kashmir was financed in 2014 with the aim of increasing the country’s
power supply while ensuring compliance with the PSs. While IFC closely reviewed the critical habitat assessment and the
land acquisition and resettlement plan for the Gulpur hydro project,™i it never evaluated whether households that
were physically or economically displaced had traditional ties to the critical habitats. The Project ESIA (available through
the Asian Development Bank, ADB, not IFC) does not consider the presence of pastoralists at all, does not list indigenous
tribes among the vulnerable and does not acknowledge that kinship ties, bonds to territories, governance reliant on el-
ders, and local indigenous languages should trigger an indigenous evaluation.”™ Consultants concluded that all popula-
tions could be covered under a single livelihood restoration plan regardless of ethnicity or indigeneity without ever eval-
uating the ethnic or indigenous makeup of the affected communities.”™ The Land Acquisition and Resettlement Plan it-
self never overtly identifies the cultural ties of any affected households and did not pursue land-for-land resettlement or
articulate whether traditional land stewards without formal titles might be affected.

Similarly, IFC invested in the 720MW Karot HPP on the Jhelum River, first in 2014 through an equity investment in China
Three Gorges’ renewable portfolio and then directly in 2015. IFC’s additionality to the Karot hydroelectric project was its
assurance “that the Project complies with IFC's Performance Standards,” but no indigenous peoples review was docu-
mented.” Karot is located on contested lands that were populated until 2013, when 16 villages were displaced to make
way for the project. IFC describes them as "ethnically and religiously homogeneous," but, in permitting filings, the client
reports that residents of these villages speak Punjabi, Hindko, Kashmiri and Saraiki and come from the ethnic groups
Janjua, Guijjar, Qureshi, Satti, Malik, Sudhan and Rajput.”i Nomadic herders (the Gujjar) pass through the project area
on annual migrations between high mountain pastures to lowlands. There is no documentation suggesting that IFC’s
client engaged with the Gujjar about their risks or cultural ties to their traditional herding grounds. This is the second of
five planned hydropower projects on the Jhulum river, but while environmental impacts have been cumulatively as-
sessed, indigenous peoples’ usage of the river has not.

Jhimpir, Pakistan

Kashmir is not the only region of Pakistan where indigeneity has been problematized. As Cultural Survival has noted in
submissions to international human rights bodies, Pakistan’s constitution and legal framework do not acknowledge In-
digenous Peoples. “Instead, they are recognized as minorities, and typically their religious identity trumps their linguistic
or ethnic identities.”™i The International Fund for Agricultural Development (IFAD) is direct in its criticism of World Bank
activities across Pakistan: “The World Bank and Asian Development Bank (ADB) have been funding mega development
projects in Pakistan for a long time. Such projects... have destroyed indigenous peoples’ livelihoods.” Even where indige-
nous communities conduct dialogs with Development Finance Institutions, however, IFAD found that such dialogs never
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culminated in the application of indigenous peoples policies in Pakistan. The organization concluded: “A public debate
on their policies on indigenous peoples is needed.”

One region of Pakistan that has seen outsized IFC investment is the Jhimpir region of Sindh province in southern Paki-
stan. IFC has invested in a series of wind power projects in the region (including five in 2019 alone). These projects are
each small, but they require land acquisition that local residents say have been carried out without consultation or con-
sent. Nomadic herders in the region go completely unnoted in project documents. IFC notes that there are no formal
land claims in the Jhimpir corridor, but migratory communities have used the territories for generations. In both 2013
and 2016 Jhimpir communities protested the taking of their traditional lands.™"

Hill tribe areas of Vietnam

In China and Pakistan, governments have sought to avoid determinations of indigeneity, preferring to make more lim-
ited acknowledgement of cultural or ethnic differences among citizens. Vietnam pursues a similar approach. While the
Vietnamese government acknowledges the cultural distinctiveness of its Hill Tribes, it nullifies these groups ancestral
land claims by instituting communist principles of communal land across the country. IFC has accepted this analysis on at
least nine projects in Vietnam since 2012, including two in which IFC applied PS7 nominally but accepted government
resettlement processes as adequate despite their disregard for indigenous communal land usage.”™ Even in regions
where indigenous evaluation would seem obvious, such as the coffee-growing regions of Dak Lak, where coffee planta-
tions were historically a part of forced colonization of indigenous lands, no evaluation of indigenous impacts was under-
taken. i
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Conclusion: Future outlook

The projects described here are not
comprehensive of “missed” PS7 pro-
jects. NomoGaia identified 386 pro-
jects where PS7 seemed eligible but
required field validation (see associ-
ated Excel sheet). NomoGaia likely
missed others, because IFC has nei-
ther consistent procedures for identi-
fyving indigenous peoples, nor for re-
porting them. NomoGaia found refer-
ences to indigenous peoples in ESRSs,
Environmental and Social Mitigation
Measures documentation (variably in
PS1 and PS7), in Stakeholder Engage-
ment descriptions, and in Environ-
mental and Social Action Plans. In
some cases, indigenous peoples were
referenced in project-level ESIAs but
wholly excluded from IFC due dili-
gence. Likewise, IFC has not imple-
mented a systematic approach for
benchmarking potential impacts on
indigenous peoples, let alone moni-
toring those potential impacts.™i

Inconsistent documentation and eval-
uation has caused IFC to wrongly by-
pass PS7 in numerous projects. IFC
and clients expand the suite of
“missed” PS7 projects by only apply-
ing the Standard when adverse im-
pacts are certain.™ i This approach
fails the Performance Standards’ risk-
reduction aims. Just as PS2 on labor
rights is triggered whenever an oper-
ation will involve a workforce (not
solely when workplace violations are
confirmed), so should PS7 be applied
before adverse impacts are as-
sured. b

Although no clear trends in IFC’s port-
folio indicate overall strengthening of

IFC’s PS7 evaluation, awareness of in-
digenous issues seems to be on the
rise in specific contexts and/or indus-
tries. Awareness often follows on the
heels of exposés and negative public
reports. For example, IFC’s invest-
ments in Amazonian cattle farming
have been halted since Global Wit-
ness began reporting on its links to
deforestation. A recent IFC loan to
Banco Continental Paraguay expressly
noted that financing should not serve
the cattle industry.

There is also at least one case where
reinvestment in a sector triggered
heightened due diligence: IFC's 2014
investment in Cube Highways made
no mention of impacted SCs, but its
2020 investment in Oriental Infra’s
very comparable highway operations
applied PS7 (though not FPIC). PS7
failures in Papua New Guinea have
been followed by consistent consider-
ation of indigenous rights in ensuing
investments in the country.

There are also examples of height-
ened scrutiny on projects with poten-
tial indigenous risks in the Asia-Pacific
Region. In 2020 at least two indige-
nous-related projects disclosed by IFC
were later denied financing. These
projects, Golden Towers Vietnam (a
cell tower investment that carried po-
tential risks to Vietnamese hill tribes)
and Muyuan pig farming in China’s
frontier regions (where abattoirs
have triggered indigenous protests)
would have been difficult for IFC to fi-
nance in compliance with PS7 without
running afoul of government policies.
IFC does not disclose why it declines

investment opportunities, making it
impossible to know whether a PS7
evaluation was a factor. Nevertheless,
it suggests that IFC (or strategic per-
sonnel at IFC) has internalized chal-
lenges with past investments to bet-
ter guide decision making.

Additionally, there is at least one cor-
porate-level investment that commit-
ted to ongoing PS7 review and then
followed through. The 2016 Summit
Mezzanine investment financing
power production in Bangladesh com-
mitted to evaluate installations for in-
digenous rights as the portfolio was
finalized.”™ The initial proposed foot-
prints were relatively low-risk for in-
digenous impacts but the fund ulti-
mately financed a power station in
the Chittagong Hill Tribe regions. Ad-
hering to the requirements of its
ESAP, Summit commissioned a PS7
review of the Chittagong footprint,
achieving an agreement with the af-
fected community after consultation.
This is the only case NomoGaia identi-
fied where a client followed through
in a publicly documented manner. Re-
grettably, IFC does not include the
PS7 analysis or FPIC process on its dis-
closure page, raising questions of
whether IFC’'s commitment to its per-
formance standards was a driver of
this process or ancillary.

These positive applications of PS7 are
exceptional rather than standard and
are unlikely to guide future PS7 appli-
cation processes unless IFC changes
its approaches to its Indigenous Peo-
ples Standard.
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Recommendations

To systematize PS7 application, IFC should take the steps listed below. Absent these substantial changes to IFC’s current
ad-hoc application of PS7, the bank cannot legitimately claim to be safeguarding indigenous peoples. On the contrary, as
its portfolio demonstrates, it continues to jeopardize their rights.

= Expand (in depth and duration) PS implementation oversight for corporate-level investments where footprints are
unknown. Without this change, IFC cannot assure effective oversight of PS7 application, because finance that pre-
cedes establishment of a footprint cannot guarantee that the client obtains FPIC prior to impacts where it is deemed
necessary. These non-footprint investments need to be monitored for a longer duration with more involvement.

= Incorporate indigenous due diligence across all of a client’s operations in equity investments. This will significantly
increase IFC’s scrutiny and oversight of investments in massive agricultural and infrastructural conglomerates, to the
benefit of indigenous populations worldwide. At present IFC’s selection of sites for field review is not driven by PS7
analysis. Requiring equity investments in massive conglomerates to actively demonstrate an understanding of indig-
enous risks would, based on the available evidence in IFC’s current portfolio, significantly adjust such investments’
risk profile and, ideally, instill heightened caution in such investments.

= Apply PS7 in all operations where an indigenous presence is possible, not confirmed. Currently IFC relies on desig-
nations in the ESIA to apply PS7. However, ESIAs are often permitting documents submitted to governments. Where
host states refute the legitimacy of indigenous claims to resources, clients and consultants are disincentivized from
acknowledging indigenous rights in such documents. As such, PS7 analysis should not be tied to permitting docu-
ments and should be applied in all projects where indigenous presence is possible.

=  Publish the database IFC uses to identify indigenous communities and define indigeneity. IFC currently has no on-
staff indigenous expertise (with the possible exception of a single new hire in the Asia-Pacific region). As such, the
IFCis ill-equipped to identify indigenous populations, as exhibited by blanket statements misidentifying whole coun-
tries as having “no indigenous peoples”. If IFC personnel are making these determinations based on an internal re-
source, IFC should publish it so that indigenous communities can assert their presence. If IFC has no such database,
it is incumbent on IFC to publicly document how its personnel conclude that indigenous peoples are absent. The as-
sumption should be that indigenous communities are present at IFC clients’ rural footprints until confirmed absent.

= Use consideration of “associated facilities” to guide indigenous analysis. This shift, particularly in logistics, trans-
portation and industrial inputs investments, would enable IFC to recognize that investment in any part of an indus-
trial value chain that harms indigenous populations is directly linked to those adverse impacts.

= Evaluate project impacts based on indigenous use of resources, not on indigenous claims to land. To account for
(a) the inadequacy of government demarcation of indigenous territories, (b) the reality that indigenous livelihoods
and cultures are often tied to resources rather than lands, and (c) the migratory nature of many indigenous commu-
nities, IFC should move away from the footprint-restricted analysis of impacts to determine impacts based on the
lived experiences of indigenous communities. This will necessitate a broadening of IFC’s impact analysis beyond the
direct footprint (akin to how IFC already analyzes impacts on endangered species and environmental habitats).

=  Where due diligence on indigenous impacts is impossible, IFC should divest and halt all new investments. Cur-
rently, the Xinjiang region of China presents the clearest need for such an approach. Following the approach of the
Fair Labor Association (FLA), IFC should acknowledge that due diligence is now impossible in the region and halt all
future investments while closely reconsidering all active investments.* There are numerous IFC clients operating
in regions where repression of indigenous communities is severe, however, and IFC does not have an established
policy for assuring that compliance with national law does not equate to violation of international indigenous pro-
tections. These locations where indigenous designations are politically controversial (High Andes, Kashmir, Vietnam,
Myanmar, Ethiopia, etc.)
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