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Briefing Note:
Export Development Canada and Human Rights

Overview

Export Development Canada (EDC), a Crown Corporation mandated to promote Canadian trade
abroad, purports to “promote the protection of internationally recognized human rights’. Yet it has no
measures in place for taking account of the impacts of its projects on human rights. Current policies
simply help to insulate companies against the risks that human rights violations might pose to their
investments, but do not assess the potential human rights effects of these investments.

Asafirst step toward enhancing its human rights practices, EDC should develop a mechanism for
screening the impacts of projects on human rights, based on existing models.

EDC and Human Rights

Projectsthat EDC has funded — such as the Urra dam in Colombia and Three Gorges dam in China, the
PT Tel Pulp and Paper Mill in Indonesia, and the Antamina Copper mine in Peru — have had serious
human rights impacts. These include arbitrary arrest, use of paramilitary ‘ security’ forces, forced
resettlement, poor labour conditions and worker health, disappearances and kidnappings, inadequate
consultation and compensation, environmental destruction, loss of livelihood and destruction of sacred
and spiritual sites.

In the case of the Urradam in Colombia, in 2000, the dam submerged over 7,400 hectares, including
old-growth forest and the lands and homes of 411 families, none of whom had individual legal land
titles, only collective indigenous land rights. 2800 people were forcibly resettled for the project, while a
further 70,000 people were directly impacted. According to local indigenous leader Kimy Pernia
Domico, “The [Urrd dam has brought desth to our people, degth to the fish, and death to the members
of our community who have seen their source of protein vanish, and death to our leaders who have
protested or challenged the dam”.'

EDC has responded to these concerns with only half measures. Its business code of ethics now makes
reference to valuing “human rights and promot[ing] the protection of internationally recognized human
rights, consistent with the policies of the government of Canada’, although it has done little to realize
thisgoal. EDC did sign amemorandum of understanding with the Department of Foreign Affairs
(DFAIT) to strengthen internal communications and the exchange of information on human rights. It
now uses the classified information from DFAIT, aswell as other public materia to get an overview of
acountry’ s human rights situation. This feeds into alarger assessment the crown corporation conducts
to identify potential and political market risks (to EDC and its clients) of conducting businessin a
specific country. In theory, human rights issues may increase the risk rating beyond athreshold that is
too risky for EDC, but there is no predetermined level of risk that effectively vetoes a project. More
recently, EDC a so started ‘reverse flow analysis', or looking at the impacts of projects on human rights.
However, thisonly forms part of EDC’s own risk analysis, rather than an actual assessment of human
rights impacts.

Although an important first step, these measures fall well short of what one might expect from a public
financial ingtitution. Political risk assessments do not take account of the impacts of projects on
communities. Rather, they insure project sponsors and financiers against risk. This meansthat EDC
trandates risks into premiums rather than into standards and international legal obligations that projects
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must meet. Currently, human rights impacts may only be marginally addressed by compensation
agreements, if at all. In 2003, for example, EDC signed a $300 million plusline of credit with Nortel for
itswork in Colombia." With the privatization, 10,000 unionized telecommunications workers lost their
jobsthat year, and over 70 trade unionists were murdered by paramilitaries for demonstrating against
the privatization."' A human rights screen might have flagged some of these impacts.

Companies argue that having to take into account human rights would put them at a competitive
disadvantage. This, however, suggests that current competitive advantage is built on violating human
rights. Countless companies now acknowledge the hollow nature of this argument, and are signing on to
initiatives such asthe UN Global Compact, which athough voluntary, encourages companies to change
their business operations in keeping with nine core principles, including the International Labour
Organization (ILO) Fundamental Principles and Rights at Work.

Modelsfor screening human rights also exist. The Norwegian Agency for Development (NORAD) has
developed a human rights screening mechanism for devel opment projects, and the UN High
Commission for Human Rightsis developing a human rightsimpact assessment for trade policies. The
Danish Institute for Human Rights has even designed atool for companies that corresponds to the
structure of the business unit and only takes 40 hours to implement. It both recognizes where companies
arein violation of specific human rights, and provides suggestions for how they might correct this. The
Halifax Initiative has devel oped a draft screening mechanism modeled on the NORAD and Danish
design, but specific to financial ingtitutions like EDC.

Some export credit agencies are already taking account of human rights. The British Export Credit
Guarantee Department (ECGD), asks companies to respect ILO core labour standards, and the six key
United Nations human rights conventionsiv that the project country hasratified. ECGD has a so been
prohibited by Parliament from supporting projects that involve forced or child labour.

With screening tools now well devel oped, and potential and actual human rights impacts continuing to
aggravate some situations, EDC should start screening projects for human rights impacts.

Policy Recommendation

Asafirst step toward enhancing its human rights practices, EDC should devel op a screening
mechanism for assessing the human rights impacts of the projectsit supports, in particular those with
potentially significant adverse human rightsimpacts, in consultation with human rights groups. This
might include projects taking place in countries with a poor human rights record, in sensitive
environmental areas, or near traditional indigenous lands and territories on properties.

For further information, contact:

Fraser Reilly-King, Coordinator, NGO Working Group on EDC
Tel.: (613) 789-4447 or e-mail: ecas@halifaxinitiative.org

The Halifax Initiative is a Canadian coalition of devel opment, environment, faith-based, human
rights and labour non governmental organizations working for global economic democracy.
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