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Abstract

The World Bank and the Imernational Monetary Fund are both intergovernmental
instirutions which were created to support the structure of the world's economic and
Sinancial order.The activities of these two institutions have been criticised because of
their negative impacts om human rights. Through their coerciveconditionality
arranigements these institutions have great influence on the life of the people in the
developing states. Therefore, it has been argued that under the UN Charter, customary
international and general principles of international law they should be held responsible
Jor all aspects of its influence and should noi be exempt from the international human
rights legal regime Although, under international human rights law the primary
obligation holders are the states i-e to respect, io promote, and 1o fulfill human rights
obligations and to equate the legal obligations of the state and these institutions is fo
stretch their legal mandates, however, at minimum they are under obligation to respect
human rights concerns in their lendings. Nevertheless, if they choose 1o promote or o

Sulfill human rights obligations it is legitimate for them under international law.



CHAPTER 1

THE BANK AND THE FUND: HISTORY, MANDATES AND
ATTITUDES TOWARDS THE HUMAN RIGHTS

Introduction

The purpose of this chapter is to explain the factors behind the formation of the World
Bank (hereinafter the Bank) and the IMF (hereinafter the Fund) followed by a brief
history of the two institutions. The chapter aims to analyse the purpose and legal mandate
of the two in addressing their Articles of agreement as they stand today. Then the
relationship between the Bank and the Fund will be discussed and their respective
influence on the borrowing states. The evolution in operations of the two institutions will
provide how these institutions have responded to the changes in the global economy.
While in order to adjust to these changes they have expanded their area of operations and
as a result it transformed their roles as the potential obligation holders of the human
rights. Further, the attitude of the two institutions towards human rights and their effects

of ignoring these issues will be analyzed. The function of the chapter is to give the



readersgood insight into the working of the two institutions in general so as to make the

remaining chapters easy to understand and comprehend.

1.1 Tracing History and Reasons for the Creation of the Twolnstitutions

The World War I brought a difficult time for the world economy which finally resulted in
the stock market crash of 1929 and the subsequent depression of 1930.'This brought
aboutthe general lack of confidence on paper money and the increase in demand for goid
beyond what the state could supply.?As a result the state’s stock gold and currencies that
could be changed into gold become depleted and thereby slow down monetary
transactions among them. Many argue that the rise of Nazis in Germany was also because
of the depression.’ These developments led to the sense of insecurity in the allied states
that they would face the same situation after World War II (W WII) and,therefore, the
Bank and the Fund were chartered as a result of negotiations among 45 states at a

conference from 1-22 July, 1944, Bretton Woods, New Hampshire, USA.

Although, many states were represented at the conference but USA and Britain
were most in attendance and dominated the negotiations.' The charter was considered as
a turning point in changing; world economy, history and giobal relation. The founding

fathers of both the Bank and the Fund were American scholar Harry Dexter White, who

'Bahram Ghazi, The IMF, The World Bank Group and the Question of Human Rights (Ardsley,
NY:Transnational Publishers, 2005), 1.

? Ibid.

*SigrunSkogly, The Human Rights Obligations of the World Bank and The IMF (London: Cavendish
Publication, 2001), 5.

‘Michael Goldman, /mperial Natwre: The World Bunk and Siruggles for Social Justice in the Age of
Globalization (New Haven, CT: Yale University Press, 2003).



was allegedly a Soviet spy,’and the British economist John Maynard Keynes,® two

brilliant economist of early twentieth century.

The changing economic order and the shocks of Great depression make the
western  states to decide between ‘internal independence and international
stability’. Therefore, the states had become more responsible and reacted by creating
economic order which was different from laissez faire regime of nineteenth century and

protectionist regime of 1930s.}

According to one opinion there are three main reasons that set the stage for
Bretton Woods Conference.” First, concentration of power was mainly in the hands of
North America and Western Europe, because the communist Eastern Europe state were
generally isolated from the World economy making Euro-American states the ultimate
decision makers for the world economy. Moreover, the newly independent states or the

so-called Third World were also not a hindrance in the way of Euro-American nexus,'

The second reason making Bretton Woods possible is the common interests

shared by the powerful states, mainly their belief in capitalism, and after WWII, classic

liberalism tempered by Keynesianism."

SAmold Beichman, Cuilty as Charged. HOOVER DIGEST, 1999, available
at:http://www hooverdigest.org/992/beichman.mml (last visited on 15/08/2Q14),
® For detail study on his life sce Robert Skidelsky, John Maynard Keynes: 1883-1946: Ecomomisi,
Philosapher, Staresman ( USA: Penguin Books,2005). It is a three volume biography ard considered to be
the most authoritative work on life and achievements of John Keynes.
’Richard Peet, Unholy Trinity; the IMF, the World Bank and WTO (London: Zed Books, 2003), 30.
:Ibid. This time the compromise was between domestic avlonomy and intemnational norms,

Ibid.
'° Ibid.
! Ibid.



The third reason was the emergence of USA as a world leader and its readiness to
agsume that position. The position of America was also amplified by its strong economy
enjoyed market with consumer goods, productive capabilities and & strong currency,
Hence at the end of WWII for the supervision of new world situation, the creation of such

institutions was evident.'?

1.2 Mandates of the Two Institutions
Although the factors behind the creation of the two international financial institutions
(IFIs) were the same, however, they were given quiet distinct mandates. Therefore, it is

pertinent to discuss their respective mandates separately.

1.2.1 The Bank’s Mandate

The term ‘World Bank’ refers to International Bank for Reconstruction and Development
(IBRD) and Intemnational Development Association (IDA). The World Bank is &
specialized agency of the United Nations through an agreement entered into with
Economic and Social Council of the United Nations in accordance with Articles 63 and
57 of the UN Charter.""The IBRD was established alongside the Fund in 1944. The
IBRD's Articles of Agreement state that the purposes of the IBRD include “to assist in
the reconstruction and development of temrritories of members,” and “to promote the long
range balanced growth of international trade and the maintenance of equilibrium in

balance of payments ..... thereby to assist in raising productivity, the standard of living

12 '
1bid.
1 Agreement between the United Nations and the inlernational Bank for Reconstruction and Development,

15 November 1948.



and conditions of labor in members'territories.”'* The IBRD mainly focuses on the

middle income and credit worthy poor states. "

The IDA was established in 1960 and focuses the poorest countries in the
world.'’It provides loans to the poorest countries of the world on extremely soft
terms.'’The Articles of Agreement of IDA states its purposes, it states “ to promote
economic development, increase productivity and thus raise standards of living in the
less-developed areas of the world . . . thereby furthering the developmental objectives of

the International Bank for Reconstruction and Development”.'®

The Bank was entrusted with the task of assisting in reconstruction of war-torn
Europe, and, then to divert its attention to the ‘productive facilities to peacetime needs
and the encouragement of the development of productive facilities and resources in less
developed counmries.’'*The Bank supported projects in different states for the

development of infrastructure and for the advancement of production facilities. °

At present the Bank has 188 member states, 2! after becoming its member; each

member subscribes Bank’s capital, and makes certain payment.”*Unlike the Fund, the

' IBRD Articles of agreement, article 1.
'*Sanae Fujita, “The Challenges of Mainsireaming Hurman Rights in the Wotld Bank™, The Infernational
.iioumaf of Human Rights,15: 3 (March 2011), 376.
Ibid,
'7C. Caufeild, Masters of iHusion: World Bank and the Poverry of Nations (London: Macmillan, 1996), 62.
® IDA Articles of Agreement, article, 1.
'* World Bank Articles of Agreement (hereinafier the Articles) article, 1,
Available at: hutp://siteresources.worldbank.org/E XTABOUTUS/Resources/ibrd-articleso fagreement. pdf
SULas! visited 15/9/2014).
SigrunSkogly, The Human Righis Obligations of the Worild Bank and The IMF, 15,
! Available on; hitp://www.worldbank, org/en/about/leadership/members (last visited on 29/09/2014).
22 The Bank Articles of Agreement, Article 2.



Bank finances its loans, credits and guarantees mainly by raising money on the private

financial market.?

The framework of Articles of agreement provides, the Bank to develop its
activities through projects and programmes. ‘Projects’ are defined as development
projects for which money is provided. They include projects such as hydroelectric power
plants, highway construction, irrigation facilities, etc. ‘Programmes’ on the other hand
covered wider range of issues less easily identifiable. Articles clearly favour project

loans. Art III, s 1(a) states that:

The resources and the facilities of the Bank shall be used exclusively for the
benefit of members with equitable consideration to projects for development and
projects [or reconstruction alike. [emphasis added].

Article 111, s4 (vii) provides that:

Loans made or guaranteed by the Bank shall, except in special circumstances, be
for the purpose of specific prajects of reconstruction or development [emphasis
added].

Generally, the Bank operates through loan arrangements.” The loans are usually
provided to the member state or any public or private entity or enterprise with in the
territory of the member state. When the borrower is not a member state then a full

guarantee of the member state is taken in whose territory the project is financed.”

? See generally ibid, An 1) and Art 111
™ However, the Bank also provides some non-financial services as well. This was witnessed in the

mediation of Suez Canal Crises and the Indus Water Treaty between Pakistan and India.
# The Bank Anicles of Agreement, article [I1 & IV,

10



The reconstruction period of the Bank was short-lived, as the Marshal plan” was
ready to be implemented in Europe. By 1971, only four loans had been made for the
‘reconstruction’ purposes. Consequently the main focus of the Bank's operation was on

the development side.”’

1.2.2 The Fund’s Mandate

The Fund, like the Bank, is the specialized agency of the United Nations.”® The IMF was
established to ‘promote intermational monetary cooperation through a permanent
institution which provides the machinery for consultation and collaboration on
intemational monetary problems.**® The Fund also assists in solving balance of payment
system, based on par value system of international currency exchange rates that is not

destructive either of international and domestic prosperity.*

At present the Fund has 188 members, each member pays a quota, expressed in
special drawing rights (SDRs).>' The size of quota is determined by Board of
Govemors.”? The quota is divided into different ‘tranches’ on the basis of which the
members can draw financial assistance. The "gold tranche’ to which the members have

automatic access there are four other tranches called “credit tranches’ too for which the

* The Marshal plan named aRer the then Secretary of state George Marshal. The plan was in operation for
four years beginning from April 1948, It was a linancial support of USA to rebuild Europe afler WW 2 and
to contain the spread of Communism in Europe.,

2 £ 8 Mason and R.E Asher, The World Bank since Breiton woods: The Origins, Policies, Operations, and
Impacts of the International Bank for Reconstruction and Development and the other Members of the
Weorld Bank Group {Washinglon DC: Brooking Institute, 1973), 239.

2 Agreement between United Nation and [nternational Monetary Fund, 15 November 1947.

® IMF Anticle of Agreement, Art 1, s.

*° Ibid, ArL L

' IMF Articles of agreement, Art 11, s!.

2 1bid.



Fund adopts progressively hard standards.” Each tranche is 25% of the quota and the last
three tranches can be drawn if the member is ready to sign stabilization programmewith
the Fund and also sign a stand-by arrangement (SBA).”* SBA was first used in 1952,
Under this arrangement the Fund provides the Member State a specified amount of
money usually for over twelve to eighteen months, to overcome its balance of payment

deficits of short term nature.*

However, these policies proved to be insufficient as the member states need more
assistance than their respective quotas already provide, therefore, the Fund from time to
time adopted different facilities to deal with different problems of the member states.*
Hence, in response to the export instability of the developing states, the Fund in 1963
introduces the Compensatory Financing Facility (CEF).”” Similarly in 1974, another
facility- the Extended Fund Facility (EFF) - was added which enabied the member state
to draw up to 140% of the quota.*” It supported medium-term programmes ranging from
three to four years duration.’® In 1999 another financial facility i-e Poverty Reduction and
Growth Facility (PRGF) was introduced by the Fund in which poverty reduction was

. . . . . . ]
given priority in concessional lending.*

1 Joseph Gold, Interpretation: The IMF ond International Law (London: Kluwer Law Inlernational, 1996),
78.
j: IMF Article of Agreement, Art XXX(b).

Ibid.
SigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 19,
¥ G. Bird, International Financial Policy and Economic Development: A Disaggregated Approach
(London: Macmillan, 1987), 43 as cited by ibid, 15.
® P. Komer, The IMF and the Debt Crisis: A Guide io the Third World Difemmas (London: Zed Books,
1986), 48 as cited by ibid.
¥ Mac Darrow, Between Light and Shadow, The World Bank, The International Monetary Fund and
Internatianal  Human Rights  Law (Oxford: 1lart  Publishing, 2003). Available op:
?Ottp:!f“w.worldbank.org/institulionalz’manualshexton]y.html (last visited 10/10/2014).

Ibid, 41.

12



Until the collapse of par value system,*' the Fund had relatively limited mandate,
in other words its job was easy and precise, Its main concern was to monitor the
monetary policies of its Member States and to make sure that they are consistent with the
maintenance of their currencies’ with par value. The Fund also provided short term

finance to the member facing balance of payment problem.*

The Fund generally adopted the mechanism for monitoring the Member State
exchange rate and balance of payment policies through regular consultation with the
concerned state under Article IV of its Articles of Agreement (Article IV consultation)."
These consultations serve to c¢nable the Member State to maintain its par value; the
consultation is usually limited to the external variables that effected external value of the
State’s currency.* Resultantly, the emphasis of these consultations was on
macroeconomicissues like interest rates, money supply, government debt, inflation, and

account of the balance of payments.

Moreover, there was a condition attached to these Article IV consultations which
require the Fund to take into consideration the internal circumstances of the member
state. The Articles provide that the Fund *. . .shall respect the domestic social and political

policies of members, and in applying these principles the Fund shall pay due regard to the

* The original Articles of IMF required the Member State to establish a fix vaiue for its currency. Each
state has to ensure that its currency did not (luctuate by more than 1% above or below that par value. {This
was later increase W0 2.5 %). The IMF Member States, thercfore, were under legal obligation to lake
corrective measure in case their currency fluctyate more than the describe limit. Daniel D.Bradlow, *"The
World Bank, the IMF, and Human Rights”. Transnotional Law & Contemporary Problems, 6:47
21996),48-89. Electronic copy available at: http://ssrn.com/abstract=1710636. (Last accessed 10/10/2014).

? Richard W. Edwards, Ir., International Monetary Collaboration (Dabbs Ferry: Transnational Publishers,
1985} as cited by ibid,

) See generally IMF Article of Agreement, An VI,

“ Daniel D.Bradlow, “The World Bank, the IMF, and Human Rights”, Tramsnational Law &
Contemporary Problems, 68,

13



circumstances of members.’** The Fund interpreted this provision as a prohibition to not

indulge in political affairs of the state.**

As the scope of operation of the Fund was limited to the par value system,
consequently the conditions that Fund attache:d to the financial assistance it offers were
also limited to such as interest rates, money supply, government debt, inflation and
budget deficit.*’ Under the par value system the exchange rate was the primary concemn,
therefore, in situation of economic disequilibria the burden of adjustment squarely fell on

the domestic economy of the country.*®

In a nutshell the primary concern of the Fund is to attain these macroeconomic
goals. It is only after that the Fund engages itsclf with the Member State how to achieve
these targets. However, the exact methods of reaching those targets are left to the
discretion of the Member State. As a result this put a kind of restriction on the Fund to

interveng in the internal affairs of the Member state.

1.3 Evolution in the Operations of the Two Institutions

The Articles of Agreements of the two institutions were drafted more than 60 years ago,
and relatively few amendments were made to them, however the institutions were able to
adapt to the changing circumstances. This is evidenced from the changing nature of their

operations.

* IMF Atrticle of Agreement, Ant VI, s 3(b).

* Joseph Gold, Political Considerations Are Prokibited by Articles of Agreement When the Fund
Considers Requests for Use of Resources, IMF SURVEY, May 23, 1983, By reading Adicle [V it seems
the prohibition on Fund is much less restrictive than en Bank. Therefore, it is casy for the Fund to adopt a
human rights policy.

“artile V, Sec 2 provides that the Member State must use its funds for the intended purposes.

%8 Jeffrey D. Sachs & Felipe LarrainB.,Macreecenomics in the Global Economy ( Prentice Hal!, 1993 } as
cited by Daniel D.Bradlow, “The World Bank, the [MF. and Human Rights”, Transnational Law &
Contemporary Problems, 638,

14



1.3.1 Evolution in the Bank’s Operation

In its initial years the Bank considered its mandate was only concemed with the issues
related to the financial and technical feasibility of a particular project. This was the
outcome of the interpretation that development means only economic development, thus
it financed only those projects that has direct impacts on the economic growth of the

Member State **

However, in 1950s the Bank along with other international conventional
institutions, show concern for the broader issues like economic distribution and poverty.
It was also partly because of the Bank’s presidents personal visits to the third world and

witnessed the conditions in those countries along with the bank’s missions.”

Under the President Woods® presidency (1963-68), with the emergence of newly
independent colonial states the need for international finance became ostensible.”’ He
broadened the base of support for IDA, expanded the Banks effort to co-ordinate long-

term capital flows, especially to Latin America, and established more effective relations

with the UN and its other specialized agencies.”

During this period the Bank’s focus shifi to ‘development planning’. It realizes
that although economic growth is both essential and sufficient but at the same time, hosts

to some other social issues like unemployment and poverty.”” Consequently, in addition

*® Daniel D.Bradlow, “The World Bank, the IMF, and Human Rights”, Transnational Law &

Contemporary Problems,55,
* Richard Peet, Unkoly Trinity; The IMF, the World Bank and WTO, 115,
*'Barend A. De Vries, Remaking the World Bank (Washigton DC: Seven Locks, 1987), 13.

2 Ibid.
# Mac Darrow, Between Light and Shadow, The World Bank, The Inmternational Monetary Fund ond

Interrational Human Rights Law, |4,

15



to physical infrastructure projects, the Bank started to finance the development activities

related to heaith, education, agriculture and housing.**

Until 1968, the Bankhad been engaged in purely sectoral lending for projects.”
But under the presidency of McNamara (1968-81) the focus had shifted from financing
selected projects in developing countries to include areas like poverty reduction, income
distribution and basic needs.® In the words of de Vries, during the presidency of

McNamara:

. extended the Banks objectives well beyond the development of physical
capital into the formation of human capital throughprogrammes for education,
training, health and nutrition. He deepened the Bank’s concern with population
pressure, with social and economic inequality, and with population pressure, with
social and economic inequality, and with means of improving productivity on
which poverty alleviation must be based.”’

The emphasis of McNmara on poverty alleviation gives way to change in Bank’s policy,
to include poor segment of the socicty in its development projects, Although in 1960s the
Bank considered the lack of capital as the stumbling block in the development, and that
only economic growth would solve the development problems. Consequently, in 1970s
the Bank started questioning the so called ‘trickled down® approach and advocated the

necessity of targeting specific groups within society.”® All in all the presidency of

* Daniel D.Bradlow, “The World Bank, the IMF, and Hurmnan Rights", 56.

**NamitaWahi, * Human Rights Accountability of the IMF and the World Bank: A Critique of Existing
Mechanisms and Articulation of a Theory of Herizontal Accountability”, Eniversiey of California, Davis,
12:331 (2006),333-406.

* Nicole Wendt, [11, “The World Bank and the IMF Respond to Criticisms: Symposium, The E-Book on
Intermational Finance and Development”, Transnationant Law & Contemporary Problems, 9:165(1999),
170.

"Barend A. De Vries, Remaking the World Bank, 13.

*SigrunSkogly, The Human Rights Obligatians of the World Bank and The IMF, 18,

16



McNamara expanded the Bank’s lending mandate accompanied by shift from project to

policy-based lending.*

The shift in policy of the Bank towards the end of 1970s was mainly due to two
oil shocks, which resulted in decline in price of primary products and drop of income
from export.”” This resulted in a decline in international trade and adversely affected the
economic conditions in developing states thereby aggravated their debt problem.®’
However, the second oil crisis of 1979 showed that the economic difficulties of these
countries (particularly Africa) were not of a temporary nature, consequently more and
more commentators started to address structural problems in the domestic conduct of

affairs rather than external factors.**Mosely states that:

The operational side of the Bank, headed since 1978 by Emest Stern, had rather
little patience with what it regarded as an ‘inteltectual’ (in pejorative sense)
approach to Bank policy. For them the concemn was less with ways of improving
the poverty-impact lending and more with ways of persuading borrower
governments to put house in economic order: once this was done, it was
maintained poverty would look after itself.*’

In 1981 the Berg Report was published by the Bank which required the State to retreat

from economic life and that economic activities should be open to the free play of the

®GernotBrodnig, “The World Bank and Human Rights: Mission Jmpossible?” Available
at: http://www hks. harvard.edwcchrp/ Web%20 Working%20Papers/BrodnigHR & WorldBank. pdf (last
visited 25/10/2014.

#Sanae Fujila, “The Chatlenges of Mainstreaming Human Rights in the World Bank”, The Internationaf
Journal of Human Rights, 15: 3 (March 2011), 374-396.

®! Ibid, 389,

“SigrunSkogly, The Human Rights Cbligations of the World Bank and The IMF, 18.

® paulMosely, J. Harington and J. Taylor, did and Power: The World Bank and Policy Based Lending
(London: Routlege, 1989}, 21 as cited by SigrunSkogly. The Human Rights Obligations of the World Bank
and The IMF, 18.

17



market forces.*® Later the Bank shifted its focus from project lending to programme

lending.

1.3.2Evolution in the Fund’s Operations

As already discussed the primary role of the Fund was to deal with the balance of
payment problems of the member state and its operations were expected to be of short
term nature i-e from 6 months to cne year. However, the turn of events has brought
changes to the operations of the Fund. The collapse of par system in 1971 formalized by
the adoption of Second Amendment to the IMFArticles of Agreement and the economic

crisis of the 19705 and 1980s has completely changed the outlock of the Funds

operations.

Afier the collapse of par value system in 1971, it was replaced by market-oriented
exchange rate system that allowed the Member States to let their currencies fluctuate in
value.*’ In other words the states were free to formulate their aown exchange rate policies.
It is this juncture that the Fund was faced with the problem, if the Member State is not
bound to maintain any particular value for its currency and can chose its own exchange
rate policy, then what actually would be the us¢ of the Fund Article [V consultation with

the Member State?®

The Amended Article IV provides a limited guidance. It requires the Member

States to;

* Ibid, 24,

Second Amendment to IMF Articles of Agreement in 1978. It also ended basing the exchange rate on

aold. Available at: at hetp://www.im{.org/external/pubs/[i/aa/index.him (Last accessed on 13/11/2014).
Daniel D. Badlow, “StufTing New Wine into Old Bottles: The Troubling Case of the IMF", Journal of

International  Barking Regulations, 3:1(August 2001),9-36. Electronic copy available on:

hup://papers.ssrn.com/sold/papers.cimPabstract_id=283288&download=yes.(Last visited 20/10/2014).
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i.  endeavor to direct its economic and financial policies toward the objective of
fostering orderly economic growth with reasomable price stability, with due
regard to its circumstances;

ii.  seek to promote stability by fostering orderly underlying economic and financial
conditions and a monetary system that does not tend to produce erratic
disruptions;

iii. avoid manipulating exchange rates or the intemational monetary system in order
to prevent effective balance of payments adjustment or 1o gain an unfair
competitive advantage over other members;

iv.  follow exchange policies compatible with the undertakings under this Section.®’

This suggests that the language of the Article is not specific, thereby, allow the Fund to
monitor any aspect of the member state’s economic and financial policies that could have
an impact on the ‘orderly economic growth’, its external balance of payments and the
value of its currency. To put it simple the Second Amendment has dramatically expand
the scope of the Fund’s Arlicle IV consultation. As a result issues like military
expenditure, environmental issues, governance issues, and social safety nets (which
encompass welfare, housing, and unemployment policies) may also come under the

Fund’s Aricle IV consultation.®

The Amended Article IV consultation has expanded the range of conditions that
the Fund may attach to its financing the Member States. In some case the Fund even
attaches more than 100 conditions®® covering such issues as privatization, reform of tax

administration, adoption of new laws such as bankruptcy codes, and budgetary

“ IMF Articles of Agreement, Art IV, s1. {adopted July 22, 1944, entered into force 1945, amended

effective April 1, 1978).
See generally The FAF and the Poor (IMF Pamphlet Series No.52, 1998). Available on:

www.imforgfexternal/pubs/ft/panypam52/52 pdf (Last visited on 05/12/2012).
® I was evident in the financia) arrangements with Russia and Indonesia, as both contain more than 100

conditions each. For more detail see IMF website: www.imfl.org
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allocations for health and education, in addition to the more “traditional” macroeconomic

condition.™

In the same vein it can also be provide that in the Article IV consultations that the
Fund may exer influence with respect to human rights situation in the Member State,
When the Fund discusses issues like fabour policy, health care, and social security with
the Member Stateit actually influence the economic and social rights in the State.”
Similarly, the statements of senior staff of the Fund both in public and in private about
the importance of the rule of law and good governance to development, the Fund can

influence civil and political rights in these States.”

However, it is important to mention that the influence of the Fund vary with
respect to different states. The first group also called “IMF supplier group® are those
industrialised states, and because of their wealth, their access to alternate sources for
funds and for political reasons has no plans for using the Fund’s finance in foreseeable
future,” These states in which G-7 is worth mentioning here considered that that after the
Second Amendment they have regained financial sovereignty from the Fund and
therefore, they do not heed to its advices.” [t was eyident in the case of USA when in
1980s the Fund vainly called its government to reduce its budget and trade deficit.”®

Likewise, the Fund consistently advice the G-7 countries on issues as exchange rates and

™ Daniel D. Badlow, “Stuffing New Winc into Old Bottles: The Troubling Case of the IMF”, Jouwrna/ of
Imternational Banking Regulations, 5.

"' Margaret Conklin & Daphne Davidson, “The {, M. F. and Economic and S ocial Human Righws: A Case
Swdy of Argentina, 1958-19857, Human Rights Quarterly, B (1986).

 Deniel D. Badlow, “Stuffing New Wine into Old Bottles: The Troubling Case of the IMF”, Journal af
International Banking Regulations, 5.

? Ibid.

™ Ibid,

" See generally /nternational Monetary Fund, Worid Economic Outlack, from 1982-1986.
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interest rates but this has a little influence on the policies of these states. Instead, their

policies are influenced by the judgments and discussions take place among them,”

On the other side are those states those poor states or states that are using or
expect to use the Fund’s financing facilities, it is obvious that they heed to the advice of
the Fund which as a result will have influence their policies.” These are also called “IMF
consumer” states. It is only on theoretical level that the rich and poor states have the same
capacity to accept or reject the Fund’s advice; however, on practical front the situation is
quite different. In other words the Fund has greater influence over poor states than on the

rich states.”

The oil and debt crises of 1970s and 198s also caused changes to the operations of
the Fund. First it has blurred the distinction between the states that were using the
services and facilities of the Fund as prior to that the main users were the industrialised
states.”” In other words the states which are using the Fund’s services and facilities now
are developing countries. Secondly, the oil and debt crises had also increase the clientele
of the Fund which ultimately compel the Fund to extend its operation to overcome
balance of payment problems. Because these problems could have not been solved within
present parameters of the Fund’s short term arrangements, therefore extension in its

operations was inevitable.

" None of these states have used the Fund’s financial facilities since 1978.
:: Daniel D.Bradlow, “The World Bank, the IMF, and Human Rights”, 70,
Ibid.
» Margeret Garritsen de Vries, The IMF in a Changing World 1945-85 (College of Business, Tennessee
State University, 1987} as cited by ibid, 71.
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1.4 Relationship between the Bank and the Fund

As discussed above the task of the two institutions was the stabilization of global
economy after WWII and the reconstruction of war torn Europe by financing both
developed and developing countries. In the first thirty years the two institutions were
engaged in different economic and financial activities. The Bank primarily provide long
term loans to infrastructure projects while the Fund was mainly concerned with the short
term loans and provide economic consultations to the developed and developing

countries.®®

Similarly, the sources of funding of the two institutions are also different. The
Bank’s mostly use the international capital market for its funding, but have no concern
with the any particular state shareholdings. The Bank also borrows through selling bonds
and notes to governments, their agencies, and central banks."’ The Fund on the other
hand draws its resources from the member state through quota subscription, or member
fees. Each member contributes to the pool of resources according to its economic size
and strength i-¢ stronger economies pay more and weak less. The Fund sometimes
borrowed from central banks but never from the capital market.*? The different roles and
sources of funding in the early years clearly separate the financial fields of the two

institutions.

However, this distinction in financial fields became blurred after the paradigm

shift in the global economy in 1970s. Accordingly, both the institutions have responded

®David D. Driscoll, “The IMF and the World Bank: How Do They Differ?” Pdf copy available at ;
?lnps:ffwww.iml'.orgfextemala’pubs!ﬂfexrpfdiﬂ’en’difTer.pdf{Iast visited on 25/11/2014).

Ibid, 4.
% Ibid.
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through changes in their functions and advocated for combine application of
macroeconomic stabilization, structural adjustment, and institutional reforms. Since
1970s the Fund is facing main challenge from the rise of commercial banks. These
commercial banks provide loans to the states on much softer conditions and lower
interest rates. ** The states like Malaysia and Thailand used the financial facilities of the
Japanese banks with lower interest rates and become able to adjust their business and

financial position in the world economy.*

In response to these changes the Funds started moving towards the Bank's field.
The Fund introduces the EFF (Extended Fund Facility) in 1974, which was generally the
Bank’s area of operation. Through this facility the amount and duration of the financial
assistance was extended.®® Another facility called PRGP (Poverty Reduction & Growth
Facility) aims at poverty reduction through concessional lending.’® The Fund’s further
encroachment into Bank’s area was through Enhance Structural Adjustment Facility
(ESAF). It provide near zero-interest rate loans to the eligible countries. The ESAF also
widened the Fund’s source of funds as it can now collect money from the capital market

of some states at reasonable market interest rate.®’

Similarly, the Bank also realizedthat for a safe investment and loans a stable
macroeconomic environment is a precondition. Therefore, in pursuance of this the Bank

started to help many states that were facing economic instability, the function that was

8 Jacques J. Polak, The World Bank and The IMF. 4 Changing Relationship (Washington D.C.: The
Brookings Institution, 1994),
¥ Ibid, 8.
::David D. Driscoll, “The IMF and the World Bank: How Do They Differ?” 12.
Ibid.
¥ Ibid.
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supposed to be that of the Fund.®® In 1998, whenmost of the Southeast Asian countries
were facing a financial crises the Bank and the Fund both offered huge financial support
for financial stabilization of these countries.” Traditionally the Bank’s loans were mostly
project-oriented in which the quality and feasibility of the project were considered.”
However, the Bank introduces a new structural adjustment lending; these loans were
made depended upon the general economic policies of the borrowing state and also on the

feasibility of the project.”’

The two institutions are closely interrelated, but they cannot be considered as
identical twins.”’The Bank’s Articles of Agreement provide that for the state to become
its member it must be member of the Fund.”> According to Polak there may be two
reasons for this rule: first it is possible that member of one institution may misuse its
rights in the world monetary market. Second, the Bank generally provide leans to those

member states that have a stable monetary market, and this can only be ascertained by the

Fund.>

However, due to blurred distinction in their activities the two institutions are
facing criticism from other financial institutions from different countries. The most vocal

critique is from Washington Consensus.”’The advocates of Washington Consensus use

% Jacques J. Polak, The World Bank and The IMF: A Changing Relationship, i0.
% For detail see https://www.imf.org/external/np/exr/ib/2000/062300.htm (last visited 15/12/2014).

®Yubo Jiang, “The World Bank and The IMF: Twins or Rivals?” available on:
http:/feconc10.bu.edwEc341_money/Papers/tiang_paper.htm (last accessed 20/11/2013),

> Ibid, 4.

” Ibid, 2.

* See Articles of Agreement of IBRD, Art I1.

™ Jacques J. Polak, The World Bank and The IMF: 4 Changing Relatianship, 1.

% The phrase was coined by an English economist John Williamson in 1989. Some considered it as a
euphemism for “neoliberalism”™ or “globalization”. [t is basically a set of rules what was considered to be
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this convergence of functions as a weapon to criticize them and their financial policies.
Some economists even think that they are breaching the world economy and instead of
helping the developing countries they actually aggravated their economic problems.*
Even the Fund’s chief economist Joseph Stiglitz resigned from his post and criticized the
Fund for its absurd policies in the Asian Financial Crisis in the end of 20” century.”’In
the words of Yubo Jiang as the Bank and the Fund are doing the sole functions of bank or

fund thereby “the Bank is more likely running as a fund, while the fund is running lots of

functions like a bank”.*®

1.5 Nature of Human Rights

The essence of human rights can be traced back to the theory of right which had origin in
ancient and medieval times. Later Britain, America and France had profound influence on
its evolution. The Greeks had the theory of rights and justice but there was no concept
like human rights in the modem sense. Similarly, the Roman philosopher Cicero also

acquainted Romans to the Greek’s concept of natural rights.

The Magna Carta of 1215 is considered to be the most prestigious document in
the constitutional history of the West. Although, Magna Carta provide some enduring
concepts but it was mainly concemed with the protection of the rights of ‘propertied

class’ rather than advocating ‘universal human rights’ concems.

the lowest policy denominator by the Washington based institutions to the Latin American stawes. For more
details visit: http://www.cid. harvard.edu/cidtrade/issues/washington.html,
®MoisesNaim, “Fad and Fashions in Economic Reforms: Washinglon Consensus or Washington
Confusion?” 26 Oct, 1999 Available on:
grl;;/:;“w.imI'.org/extemal!pubsift/seminara’l999a’reformstaim.HTM#I (last visited on 15/11/2013).

Ibid,
®Yubo Jiang, “The World Bank and The IMF: Twins or Rivals?”
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Philosophical explanations have a profound influence on the development of
human rights. The shape in which we find human rights today is molded by seventeenth
and eighteenth-centuryWestern thinking. The debate about the nature of human rights
mainly revolved around whether they are ‘natural rights’ as given by God, or whether
they are the result of man-made laws in the form of legislation or codification. Some
philosophers draw a line of distinction between moral and legal rights. By legal rights
they mean those rights that have been codified in the form of law, as they were present as

moral rights before codification.

Resultaﬁtly, the first codification of human rights we find in the form of the Bill
of Rights in American constitution of 1787 followed by French Declaration of Rights of
Man adopted in 1789. For legal discussion the nature of human rights is understood as
given in the Universal Declaration of Human Rights (UDHR) as ‘all human beings are

» 99

born free and equal in dignity and rights’.” In other words these are the rights that every

individual possess by virtue of being born human.

Hence, for legal right there are two conditions that must be fulfilled: entitlement
and obligation. In other words there must be a ‘right holder’ someone who must be
entitled to the enjoyment of the right and ‘obligation holder’. In most case individual is
considered as the ‘right holder’. Human rights are by nature individual rights but there
are some rights that are recognized as belonging to collectivity of individuals also called
collective rights. The most common collective right is the right to self-determination as

recognized in common Article | of International Covenant on Civil and Political Rights

*® Universal Declaration of Human Rights, 1948, Anticle 1.
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(ICCPR) and International Covenant on Economice, Social and Cultural Rights (ICESCR).
The Protocol 1, Article 1, of the European Convention on Human Rights (ECHR) alse
recognized entities other than individual human beings as the holder of human rights; it
states that ‘Every natural or legal person is entitled to the peacefu! enjoyment of his
possessions’, In some international instruments, there is more importance given to

‘collective rights’ than ‘individual rights’.'®

On the other hand the notion of *obligation holder’ means someone who is under
an obligation to respect or provide whatever the right holder is entitled to. In the case of
human rights it is the State or agents of State. It may also be other subjects of

international or natjonal law,'®!

It is generally believed that millions of people have their human rights violated, or
they do nothave those rights. On the surface it seems like that as these rights are enjoyed
by individual by virtue of being human being, hence, the same cannot be taken away.mz
However, this argument misses an important point that although the substance of the right
is taken away, the right as such remains. In simple words the right will remain whether
respected by the obligation holder or not and the right holder may advance a legitimate

demand for restoration of enjoyment of the substance of the right.'®

The international human rights instruments provide exceptional circumstances under

which temporary derogation from these rights is permissible. These include ‘public

'% The African Charter on Human and Peoples’ Rights, Articles 19-24.

"'8igrunSkogly, The Human Rights Obligations of the World Bank and the IMF, 47,

'2 R, Higgins, Problems and Process. International Law and How We Use It (Oxford: Clarendon, 1954) as
cited by ibid.

'® Ibid.
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19 or ‘time of war other public

emergency which threatens the life of the nation
emergency threatening the life of nation’.'" It is noteworthy that all these derogation are
temporary in nature. Moreover, these limitations are very strict and the burden of proof is
entirely on the obligation holder (State). It is done so to reconcile individual’s rights with
the need of the society in general. Additionally, if these rights were made entirely non-
derogable then the state would violate it whenever it desired, therefore, human rights

were tilted slightly in favour of societal needs in order to check out their unregulated

violations by the State.

1.6 Attitude of the Two Institutionstowards Human Rights

As discussed above the two institutions primarily had economic or financial
responsibilities but as their range of activities expanded they have confronted with
operational issues that required policy judgments. Therefore’ while making their policy
judgments they were confronted with human right issues. A detail discussion of their
policies and their implications on human rights will be given in subsequent chapters;
however, it is pertinent here to touch upon the attitude of these two institutions towards

human rights.

1.6.1 The Bank and the Human Rights
The human rights issues regarding the Bank have been come under light in many UN
human right meetings. Generally the criticism is neutralized by the Bank through

interpretation of its Articles of Agreement. According to the Bank Article IV Section 10

which read;

1% JCCPR, Art 4.
1% ECHR, Ant 15.
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The Bank and its officers shall not interfere in the political affairs of any
member; nor shall they be influenced in their decisions by the political character
of the member or members concerned. Only economic considerations shall be
relevant to their decisions, and these considerations shall be weighed impartially
in order to achieve the purposes stated in Article .'* [my emphasis]

The interpretation of the terms ‘political affairs’, ‘decision of political character’ and
concern only for ‘economic considerations’ were considered as impediments in
considering human as relevant to the Bank. However, this situation has changed since the
1960s when the Bank was criticized in the UN for supporting regimes that violate human

rights.'”’

By the 1980s the causal relation between the Bank’s activities and human rights
violation become very prominent. Moreover, the criticism also gained momentum
because of the Bank’s avoidance in their activities the human rights concerns on the plea
that these are ‘political’ in nature.'®* The response of the Bank was that the recipient state
is responsible for the human rights concems, thereby; ignore its own potential

obligation.'® The Bank mostly maintained this posture during 1990s.

The legal counsel of the Bank Ibrahim Shihata, has stated that the Bank play its
role in the promotion of human rights particularly economic, social and cultural rights.

He states:

The Bank is joining hands with developing countries and other intemational
agencies in the alleviation of poverty, in combating disease, malnutrition, and
illiteracy, and in fighting for the preservation of the environment. It is also
seeking an enhanced role for women in development and trying to establisha
partnership with developing countries in the gigantic task of economic

"IBRD Articles of Agreement, An TV s 10,
"Sanae Fujita, “The Challenges of Mainstreaming Human Rights in the World Bank”, The Imernational
Journal of Human Rights, 376.
108 11
Ibid.
' Ibid.
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development. In doing so, the Bank is not only promoting economic and social
human rights but is no doubt playing a catalytic role in creating conditions in
which all basic rights can develop and ﬂourishf' 10

This shows that the Bank could play a significant role for the promotion of these human
rights but Bank never accept this responsibility as there was no systematic human rights
evaluation of its programmes, therefore, it is hard to judge whether the statement was
right or wrong. But it does accentuate the potential positive role that the Bank could play

for the respect, protection, and promotion of these rights.'"

However, in late 1990s the Bank has become more vocal in its approach to
human rights, in 1998 the Bank for the first time through its publication pronounced its
stance on human rights. This publication highlighted the role that the Bank played for the
realization of human rights, particularly economic and social rights.''In this publication
it is claimed that ‘the Bank has always taken measures to ensure that human rights are
fully respected in connection with the project it supports”.'"? But it was unable to explain

these measures or the way they have been employed.'"

The Bank over the year has increased its interactions with the UN human rights
organizations and in particularly responding positively to the request of Committee on
Economic, Social and Cultural Rights.'"” In 2001 the Bank along with the Fund

participated in the official meeting of the Committee through it Special Representative,

"9 Ihrahim Shihata, The World Bank in a Changing World: Selected Essays, compiled and edited by F.
Tscofen AR. Parra (Dordrecht; MartinusNijhoff, 1991),133.

"MSigrunSkogly, The Human Righis Obligations of the World Bank und The IMF, 39.

"2 See generally The World Bank, Human Rights and Developmeant: The Role of the World Bank
(Washington, DC: the World Bank, 1998}.

"Ibid, 2.

U4gigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 40,

"3Sanae Fujita, “The Challenges of Mainstreaming Human Rights in the World Bank™, The International
Journal of Human Rights, 377,
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Mr Alfredo Sfeir-Younis. In his term in office from 1999 to 2003 as Director General and
as Special Representative to the UN, he consistently attended the meetings of
Commission and SubCommission on Human Rights and from time to time issue

statements regarding human rights concerns.''

In 2000 the President of the Bank Wolfehnson accepted the importance of human
rights and particularly environmental issues. In his statement to the Development

Committee he reiterated that;

There is, moreover, widespread recognition of the strong link between human
rights and development . . . The Bank's work substantially contributes to the
realization of rights of people in a number of areas, such as health, education,
gender, participation, accountability, environment, institutional reform activities
and, above all, the fight against poverty itself as a fundamental denial of human
rights . . . The Bank is currently reviewing its role with a view to making a more
explicit link between human rights and our work, while at the same time
remaining fully in compliance with our Articles of Agreement.'"’

Similarly, the Bank also takes interest in attending the meetings of human rights
academics. In 2004 the Bank attended the meeting held at the New York University and
participated in its further discussions in which the Bank role in human rights concerns
was highlighted.'"® In 2004, the Bank Representative to the UN remarked to the Working

Group on Right to Development that;

It is an added pleasure to be part of such a distinguished panel, at least one
member of which 1 recognize from those days when the bank would have
shuddered at the prospect of having to speak publicly about human rights, let
alone describe how it is currently striving to position human rights as a

'S For more detail see Committee on Economic,Social and Cultural Rights, Report on the Twenty-fifth,
Twenty-sixth and Twenty-seventhSession, UN Doc. £/2002/22, Chapter V.

Available on: www.refworld.org/pdfid/45c30b330.pdf

''" Available on: http://web.worldbank.org (last accessed 25/12/2014).

" P, Alston and M. Robinsen, eds, Human Rights and Development {Oxford: Oxford University Press,
2005).
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significant consideration in its formulation of development assistance strategies
and programs.'"”

It can be said that the attitude of the Bank towards human rights concern in its financial

activities has changed considerably over the years; however, there is still a lot to be done

in this regard.

1.6.2 The Fund and the Human Rights

The attitude of the Fund towards human rights concern is somehow conservative as
compared to that of the Bank; it considered these concems as outside the scope of its
Articles of Agreement. The Fund maintained that it is responsibility of the respective
government to fulfill its human rights obligations.'**The Fund do recognizes the possible
social impacts of its structural adjustment lending but it put the responsibility of these on

the individual government.'”’

The influence of the Fund over human rights may be limited as compared to the
Bank for so rﬁany reasons. First, the Fund’s operations are mostly on macroeconomic
level, particularly monetary issues. The Bank on the other hand focus on micro-economic
level of economy that more likely effect the human rights in the Member

States.'?Second, the Fund lending facilities tends to cover a short period of time than the

"% ). Ingram, ‘Speech to the High Level Seminar on the Rights to Development, the fifih sessionof the UN
Working Group on the RTD' as quoted by Sanaz Fujila, “The Challenges of Mainstreaming Human Rights
in the World Bank", The International Journal of Human Rights,377.

298igrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 41.

12t H
Ibid.
'*Daniel D.Bradlow, “The World Bank, the IMF, and Human Rights”, Transnational Law &Contemporary

Problems, 72.
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Bank, and also the human rights changes requires longer period. It provides an

opportunity to the Fund to ignore human rights issues in its operations.'*

As the Fund was initially intended for short-term stabilization programs over the
time it stepped into long term development arrangements.'>* This resulted in a
convergence of activities between the Fund and the Bank, and a more prominent
involvement in human rights. As a result the Fund took keen interest alongside the Bank
in the implementation of the Heavily Indebted Poor Countries Initiative (HIPCI) since
1999 that aims at poverty alleviation.'”” It also supported the fulfillment of Millennium
development Goals (DNGs). This is further augmented by the statement of its former
General Council when he approves the position of the United Nation High Commissioner
of Human Rights (UNHCHR) that: “This conception of the alleviation of poverty has

especially strong human right dimension’.'?®

As an international organization the Fund cannot ignore the human rights
implications of its operations when it became as serious as to causes monetary
consequences. It is the responsibility of the Fund to support to protect the citizens in the
Member State from human rights abuses. The Fund as well as the Bank came under
severe criticisms in the 1960 and 1970s when both supported the apartheid regimes in

South Africa and Portugal. Consequently, it compelled the fund to abandon its financial

¥ Ibid,

124 B Rajgopal, “Crossing the Rubicon; Synthesizing the Soft International Law of the IMF and Human
Rights”, Boston University International Law Journal, 11:1{1993), 92.

125 Margot E. Salomen, “International Economic Governance and Human Rights Accountability” available
at: http://ssrn.comabstract=1013505.

*1bid, 5.
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support to these regimes as the abuses caused severe human rights violations and enable

the State to fulfill the obligation as a member of the Fund.'”’

However, the Fund still can, through Article IV consultation with the Member
State and by attaching conditionalities to its financial facilities, play a significance role
for the of human rights issues in these states. Hence, it needs a proper human right policy

that could remove doubts from the minds of all the stakeholders regarding its operations.

Conclusion

To sum up, although the initial purpose of the two institution was different but with
change in international community, the paradigm shifi in global economy and the
evolving role of human rights law merit further investigation of the issue. The two
institutions play very important role in present day world affairs and their influence on
the states also prove the fact that it is time to the link their activities to human rights.
With the evolution of human rights law to inctude obligation holder other than state it is
justified to analyze the role of these two institutions. It is supported by the fact that these
institutions have also accepted rather tentatively the importance of human rights in their
activities it is important to evaluate the legal basis for such intention shown by these two

institutions.

'¥7 For thorough discussion see Daniel D. Bradlow, “Debt, Development and Democracy: Lessons from
South Africa” Michigan Journal of International Law, 12:647 (1991),
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CHAPTER 2

LENDING POLICIES OF THE TWO INSTITUTIONS AND
STRUCTURAL ADJUSTMENT LOANS (SAL)

Introduction

In this chapter the focus is on the lending policies of the two institutions. The chapter
begins with definition of Structure Adjustment followed by the nature of the
conditionalities that are generally attached with loans of the two institutions. The chapter
proceeds further with legal discussion about the role of the state with respect to these
conditionalities. The purpose of this chapter is to highlight the lending policies and the
criticism leveled against these policies. It is followed by the responses of the two
institutions to these criticisms. Moreover, we also discussed the global experience with
these loans and how it affected different sectors within the states. We also take Pakistan

as a case study to highlight the fall outs of these lendings.
2.1 Defining Structural Adjustment (SA)

Many authors have discussed structural adjustment (SA). It is the change in economic
policies of a state in order to fill loopholes in economic structure. Some maintain that it is

a ‘conscious change’ in the fundamental structure of economic relationship with
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insociety.'?® Others advocate these changes are meant to “ensure sustained growth’.'*The
aim of SA is to reshape the economies of Third World and to make them market-
oriented.”*® As mentioned above that it is a conscious change which means that it is not
an automatic change in policy dictated by market forces rather it is the manipulation of
policy.”'In addition to it SA is implemented in order to make the market more adaptable
and to enhance the flexibility of the economy.'” The Bank defines it simply as a
government policy and institutional reforms.'”> However, for our discussion SA are
special kind of programmes followed by the Bank and the Fund in their lending to the

borrowing states.

Now what exactly ‘structure’ of a state in the context of economy means?
According to Killick it is ‘how a society employs resources, produces goods, and
distributes goods and income’."**The structure of a state include ‘political system, legal
framework, enforcement agencies, established patterns of social organization, public
administration, and even demographics of a country all form a country’s institutional

base combined with its productive system and physical infrastructure’.'”

2.2 Historical Overview of Structural Adjustment Programmes (SAPs)
As mentioned in the preceding chapter, the decade of 1970s had witnessed massive

economic upheavals driven by two oil shocks of 1973 and 1978-79. As a result the Third

12David Reed, (ed), Structural Adjustment and the Environment (Baulder, CO: Westview Press, 1992).
2% Mohan, Giles et al, Structuralddjusiment Theory, Practice and Impacts(New York: Rutledge, 2000, 25.
130 :
Ibid.
B Tony Killick, The Adaprive Economy, Adjustment Policies in Small, Low-Income Countries
(Washington, D.C.: World Bank, 1993), 68.
M2 Ibid,
Puwww.worldbank.org/html/extde/pb/pbadjustlending.htm {last accessed 20/03/2015).
”:Tony Killick, The Adaptive Economy, Adjustment Policies in Small, Low-Income Countries, 68.
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World countries faced a debt burden much more than they could afford andwe also
pointed to the fact that bythen the strict difference between the Bank and the Fund
became blurred as the Bank moved more towards the Fund’s area of operation and vice

vErsa. 136

The oil shocks resulted in sudden rise in oil price that changed the outlook of
World economy. On the one hand it provided an opportunity to the oil exporting states to
earn cheap petro-dollars (petroleum dollars) much to the despair of the west as a huge
chunk of resources would flow into these oil rich countries, while on the other hand, it
provided to other less developed countries, an opportunity of economic growth."”’The
Organization of Qil-Exporting Countries (OPEC) emerged as a leader of these oil
producing states that has the support of all less developed states as well. These states
were hoping that it would provide an opportunity to those states that are producing and
exporting other products such as jute, copper, bauxite, tea etc. to have tradefavours
through collective actions and more importantly, the flow of enormous capital into OPEC

would be a source of cheap loans to these less developed countries to overcome their

economic problems.'*®

However, much to the relief of the west the same didn’t happened otherwise the
outflow of enormous resources from the rich west would solved the problems of both oil
exporting countries as well as the starving less developed countries.'”® Furthermore, as

most of the OPEC countries are small kingdoms and they are historically dependent upon

P, Mosely, J. Harington and J. Taylor, 4id and Power: The World Bank and Policy Based Lending.
“'BiplabDasgupta, “SAP: Issues and Conditionalitics: A Global Review”, Economic and Political Weekly,
32:20 (May 17, 1997), 1091-1104.

¥1bid, 1093.
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the military might of the west for their survival, hence, it was obvious that these petro-
dollars were destined to be reprocessed back to the west more particularly to the western
banks."*" In the meanwhile the oil consuming countrics faced a severe balance of

payment crisis thereby provided a playing field for the western banks.

With huge funds in hand the western banks dashed out these funds to the
countries facing severe balance of payment crisis more particularly the African and Latin
American countries. Resultantly, these countries borrowed enormously from these
commercial banks that were competing with each other for place in the market and have

141

less stringent conditions attached to their loans. ' Many of these countries borrowed

much more than their economies could actually permit.

However, this situation didn’t last long and these privately owned banks started
revisit their lending policies and thereby calculating the risk they had taken. As a result
they became very selective in their lendingsand part ways with less developed
countries.'?Moreover, the sudden fal) in the demand for agriculture products resulted in
severe economic crisis for mono-crop less developed states. It was the time when these
states needed these banks desperately but by then they have adopted their traditional
conservative approach as they wanted their many back with interest and stopped lending
to less developed countries."® In the meantime the coming into power of monetarist

regimes in the west resulted in increased interest rates, thus aggravated the situation as

"%, Mosely, J. Harington and J. Taylor, Aid and Power: The World Bank and Policy Based Lending, 6-7.
'“BiplabDasgupta, “SAP: Issues and Conditicnalities: A Global Review”, Economic and Political Weekty,
1093,

"“’Graham Bird, "IMF Lending: The Analytical issues”. Overseas Development Institute Working Paper
No. 64 (London, 1992),

" Ibid,?.
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the state to state assistance was also curtailed dramatically that added extra burden on less

developed countries.'*

The time was ripe for the introduction of the Structural Adjustment Programmes
(SAPs) because the developing countries were faced withdeeply rooted financial
problems that led the IFIs to realize that the problem lies inthe national policy-making
and the structural deficiencies in the economies of these countries. As the World Bank
Study puts it * SA aims at setting the economy of a country back on a path of sustainable
growth when it is faced with a macro-economic crisis characterize by unsustainable
internal and external balances’.'*’It also defines SA as a ‘process whereby the national
economy is opened by means of the depreciation of real exchange rate. This is
accomplished through a combination of demand-side and supply-side policies, with or

without a nominal devaluation’.'*

The Bank started with Structural Adjustment Lending (SAL) in 1980s. Through
this arrangement the Bank deviated from traditional way of operation, which had been to
financespecific projects."*’ Throughout 1980s the Bank operated through SALs. This was
followed by Sectoral Adjustment Loans (SECAL) but SALs were not abandoned. The
aim of these loans wasto solve the balance of payments problems, and the conditions

were attached to insure medium-term growth.'*

' 1t was the coming into power of Margret Thatcher in UK and Ronald Reagan in the USA.

431, Deremy et al, Understanding the Social Effect of Policy Reform, World Bank Study (Washington DC:
World Bank, 1993),
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% Jane Harrigan, “Modelling the impact of World Bank policy-based lending: The case of Malawis
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In the meantime the Fund also introduced SAP lendings. These loans were
enacted through two facilities namely Structural Adjustment Facility (SAF) in 1986
followed by Enhanced Structural Adjustment Facility (ESAF) in 1987.% 1n 1999 the
Fund replaced ESAF with new Poverty Reduction and Growth Facility (PRGF) with
objective to help the low-income member to reduce their poverty through feasible

economic strategies.'*® According to the Fund this facility aims at:

‘...sustained, pro-poor economic growth based on robust private sector activity
and involvement [which] will be the keystone of the poverty reduction strategy.
The Fund will continue to advise on and support policies to this end, including
prudent macro-economic management, freer and more open markets and a stable
and predictable environment for private sector activity.”"”"'

According to the Fund this facility is different from previous facilities in two aspects;
first this facility is mainly based on the Poverty Reduction Strategy Paper (PRSP)
prepared by the national government and secondly there is more public participation as

the contents of this strategy is open to public debate.'"

2.3 Conditions of SAP

Theconditions attached to every SAP arrangement are different. It depends upon the
amount of loan taken, the economic conditions prevalent in the recipient state, the reason
for which the loan is sought and the political structure of the state.The larger the amount
of loan the greater is the number of the conditions together with tightening of monitoring.

For example the conditions attached to the loans given to Sub-Saharan African states are

149 grunSkogly, The Human Rights Obligations of the World Bank and The IMF, 20.

0 IMF, The Poverty Reduction and Growth Facility (PRGF) - Operational Issues, avaitable a:
www.imf.org (last accessed 15/4/2015).

! Ibid, para 7.

*21bid, paral.
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almost impossible to be attached in the case of states with stronger economies.*"No two

SAPs are exactly identical, however, generally the conditions include:

Trade Liberalization aims at promotion of competition and free trade. Through this
barriers such as tariffs on import and control on consumer goods are removed to enhance
trade and foreign investment. In other words the state has to take a back seat and let the
market forces decide economic matters.

Devaluation of Currency for the increase in export and to attract more foreign
investment, It has become a compulsory requirement for taking loans from the Fund since
1983.%

Abolishment of Subsidies in order to reduce govemment spending in areas like
agriculture and energy.

Reduced Public Spending to reduce pressure on government exchequer through
privatization of public enterprises. It follows that public enterprises should be privatized
accept those of strategic importance such as defense and research establishments. This

would improve their efficiency and bring much needed funds for reducing fiscal deficit.

Moreover, the SAPs also emphasize on taking strict monetary measures
therebyincreased interest rates, reduced access to credit, and endeavor to enlarge export
base in sectors like manufacturing and agriculture products in order to increased foreign

exchange to pay creditors.'*®

'*Tony Killick, The Adaptive Economy, Adjustment Policies in Small, Low-Income Couniries, 109,

1% Graham Bird, /MF Lending: The Empirical Evidence, Overseas Development Institute Working 70,
(London, 1993).

'ssFantuCheru, “Structural Adjustment, Primary Resource Trade and Suslainable Development in Sub-
Saharan Africa”, World Development, 20:4 (1992}, 497-512.
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2.4 Role of the State in SAPs

On the face of SAPs it can be observed that state has been given a very little role.But by,
deep inspection it is not the case. The main task under this new regime for state is to
promote ‘human capital formation’, to enhance literacy with special emphasis on
technical education, access to safe drinking water, and health facilities to all."*® The state
is allowed to play its traditional role of security and to maintain law and order situation

while on the other the state is expected to provide a favourable environment for

production under private ownership.'>’

Further, financial reforms are the sine gua non of these packages. The state
generally provides credit to certain vulnerable groups like poor through subsidization of
interest rates. The interest rates are determined by market forces and therefore, it is
expected to be flexible, the main objective of which is to keep the interest rate ahead of

inflation and to encourage savings.'*®

Moreover, the SAPs also considers fiscal reforms as essential part of overall
package. It means that the tax structure should be transparent and all inclusive with high
level of compliance, Tax system should not be cumbersome and the tax rates should be
just in order to get maximum compliance followed by stricterenforcement mechanism.
This systemwould discourage the growth of "black money’ and wouldalso expect to raise

revenue collection.'”’

:::BiplabDasgupla, “SAP: Issues and Conditionalities: A Globa! Review”, 1097.
Ibid.

**Ibid, 1098.

' Ibid.
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The proponents of SAPs do not reject the negative impacts of these programmes.
In initial stages they may take a heavy toll on the economies of recipient states resulted in
unemployment, poverty and inequality but with passage of time these problems will take
care of themselves. They considered these as a ‘price for past follies and for future

prosperity”.'®

2.5 Criticism of SAPs

Many scholars have questioned the rationale of the conditionalities attached to the loans
of these two institutions. The early SAPs were criticized by both outside commentators
and some officials within the institutions. Many commentators maintain that for a
disciplined economy and for sustainable growth some sort of structural adjustment is
necessary, some criticize the essence of the conditions attached while others objectedthe

particular conditions attached to these loans.'®’

SAPs have been criticized from different aspects, however, the common criticism
revolve around these points. First, SAPs are considered as short-term solutions tolong-
term problems. As Killick puts it “a long-standing constraint about IMF’s policies toward
developing countries is that its programs are too short-term to be able to cope with the
often deep-seated nature of the countries’ payment weaknesses”.'*> The Bank and the
Fund both are faced with this difficult challenge to address the issue of immediate debt

and stability problems on the one hand and long-term stable development on the other

hand.
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Secondly, SAPs are critcised for overlooking the extemnal factors that could affect
the economy of the borrowing state and these are generally beyond the control of that
state. For example the fluctuating global market prices for goods. Thirdly, critics say that

SAPs fail to reduce poverty as they tend reduce opportunities for wealth generation.

Finally, scholars like Reed maintain that SAPs are generally imposed upon
governments and there is lack of ownership of the government. This generally creates a
feeling of alienation among the government officialthat tend to weaken their commitment

for the success of these programmes. '

Moreover, some argue that commitment to these arrangements is virtually a
compromise on the sovereignty of the country. As Bello puts it “since SA measures
covered so many dimensions of macroeconomic policy, agreeing to a SAL was virtually
tumning over control of a country’s economy to the World Bank”.'® Similarly, Rich
contends that the recipient states renounce some parts of their national sovereignty by
agreeing to “revamp their economies into foreign exchange-earning, export-oriented

machines, often to the detriment of long-term domestic social and environmental

needsn 165

Further, the SAPs are criticized for their poor success rate,“56 their over emphasis

on maketisation policies and unnecessary rigidity. The impacts of SAPs are more severe

'IDavid Reed, (ed), Structural Adjustment and the Environment, 32.
'Y walden Bello, Shea Cunningham, and Bill Rau,Dark Victory: The United States, Structural Adjustment

and Global Poverry (London: Plulp Press, 1994), 27-28.
'3 Bruce Rich, Mortgaging the Earth: The World Bank. Environmental Impoverishment, and the Crisis of

Development (Boston: Beacon Press, 1994), t10.
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Education Health and Employment, 3.
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in the African states as in 1989 the United Nation Economic Commission for Africa
(UNECA) in its report criticized the SAPs in Africa and provided an African alternative

to SAPs. It stated that:

The overall assessment of orthodox adjustment programmes has led to the
conclusion that, although these programmes aim at restoring growth, generally
through the achievement of fiscal and external balances and the free play of
market forces, these objectives cannot be achieved without addressing the
fundamental structural bottlenecks of African economies.'"’

2.6 Response of the Two Institutions
In response to these criticisms the Bank gives more attention to them as compared to the
Fund. The Fund generally gives a cold shoulder to these issues and considered it the

responsibility of the recipient government.

The first real effort was made by the UNICEF in its study “Adjustment with a
Human Face” to highlight the social impacts of the lendings of these institutions and
made them revisit their adjustment programmes.'®®As a result these institutions started

complementary policies in order to minimize the collateral damage of their policies.’®

Initially the Fund ignored these issues but with growing criticism it started to pay
attention to the social impacts of its adjustment and more particularly those related to

170

poor and other vulnerable groups of the society. ™ In 1989 the Fund in its annual report

elaborated this issue and recognized the social and economic impacts of adjustments on

poor and to develop policies that could nullify these effects.'”'However, on the ground

18" United Nation Economic Commission for Africa, 1989, 3.

"*David Reed, (ed), Structural Adjustment and the Environment, 37.

*Mohan Munasinghe, “Introduction to Special Topic 1: Structural Adjustment Programs and the
Environment™, Environment and Development Economics, 4:1 (February 1999), 9-18.
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the Fund made some tentative efforts in the shape of introduction of some ‘social safety
nets’ in 1992, provided mainly to the Eastern Europe and the USSR. These were

explained by the Fund in these words:

Some policies, such as major adjustments in relative prices, or in the overall size
of the public sector to achieve a sustainable budgetary position, may have a
negative impact on some poor or vulnerable groups in short run. Particularly
mitigating measures may be needed to protect such groups from a decline in their
living standards below an acceptable minimum.'”

Although the Fund’s overall response has been timid, but towards the end of the century
and into the new century its attitude towards poverty and poverty reduction witnessed
mark improvement. It is evident from the new PRGF that states that ‘the new approach
recognizes the increasing evidence that entrenched poverty and severe inequality in the
economic opportunities and asset endowments can themselves be impediments to
growth.’'” Similarly, in 2002 the Fund retained the social safety nets and enhanced
public spending in sectors like education and health in order to mitigate the negative
social impacts of its adjustments and these efforts were further augmented by boost in

income-generation through small scale enterprises.'

However, it is uncertain whether these measures have improved the social
conditions of the poor segment of the society or not and there are even counter
narrativesauthors like Rich maintain that these measures have further aggravated the

situation by adding to the country’s debt burden'””. He further says that these loans were

"hid, 64.

'IMF, PRGF 2000, 4.

David Reed, (ed), Structural Adjustment and the Enavironment, 38,

"Bruce Rich, Morigaging the Earth. The World Bank, Environmental impoverishment, and the Crisis of
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used for political purposes by giving it a human face rather than making any positive

impact.!™

The Bankhas also gradually realized that reduction of debt cannot be achieved
only through economic growth but it needs a holistic approach of long-term development
and sustainability.As a result the Bank over the years has changed the standards on the
basis of which economic development was measured. It is evident from the Bank’s
development reports which it published from time to time. In 1995 World Development
Report (WDR) the main criterion for economic development is GNP per capita that was
replaced by themes like people, the environment, and the economy in WDR 1996.
Further, the WDR of 2000/2001 enlarges the criterion and included many other indicators
such environmental sustainability, human capital development, private sector
development, macroeconomic performance, and global links."”” The change is evidence

of the fact that the Bank has ignored its traditional approach to economic development.

Furthermore, in response to growing criticism from different organizations and
particularly the Jubilee 2000 movement prompted both the Fund and the Bank to initiate
jointty High Indebted Poor Countries (HIPC) Initiative. The aim was to enable HIPC to
achieve debt sustainability over the medium term.'”*The eligible country was provided

with exceptional assistance on the basis of good track record with Fund-Bank supported

adjustment programmes.'”
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2.7 Global Experience with SAPs

The broad generalization of the global experience with SAPs provides a very murky
picture. For most countries the stabilization programmes resulted in a downward slide in
saving and investment ratios associated with decline in GDP growth rate even if the
governments were able to manage trade deficit and controlled inflation.'™It is because
the prescription provided by these programmes to reduce public investment in order to
reduce fiscal deficit discourages private investment as the govenment is unwilling to
share risks with private investment. However, there is only one exception i-e Chile where

the private investment came to the rescue of public investment.'®!

In the same vein when government is compelled to reduce its spending, the first
target is generally cut in capital expenditure such as irrigation, power and rural
infrastructure which ultimately reduce production.'**Education and health are also
affected by curtailment in social expenditure.’**The global experience is evident of the
fact that when fiscal adjustment disproportionately affected capital expenditure it
generally results in decline in exports that leads to exchange rate appreciation in some

Ccases. 184

The main thrust of stabilization programme is on reduction in govemment

expenditure for reducing fiscal deficit, without taking into consideration other options for
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Results (World Bank, 1992}, 7-20.
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meeting the same requirement such as to expand revenue by taxing those who could pay
particularly the rural rich and new traders and industrialists."**These programmes
emphasize on reduction in tariff and there is hardly any tendency for reforms in tax
structure.'**Resultantly, this lead to reduction in aggregate saving in a country as the
inclination towards saving is more prominent in case of private sector as compared to

public sector.

However, in case of East Asian countries the efforts to raise tax revenue to
finance public investment resulted in more aggregate saving and investment in the
country.'®” Similarly, the government can also afford to maintain high budget deficit
without drop in current account provided the private sector is willing to generate
additional net saving surpluses at reasonable rates as was witnessed in the case of

Thailand and Malaysia.'®®

The statistics also show the same pattemn. In an econometric study by El Farhan,
he collected data from 32 countries of Sub-Saharan A frica and come out with a result that
there is a positive correlation between GDP growth and export earnings and a negative
one with debt service ratio.'®® Another study focusing the sub-Saharan countries found
that those countries participating in ESAF programmes experienced a Jow economic
growth as compared to those not participating and their debt burden has increased

although the Fund-mandated macroeconomic policies and HIPC Initiative were in

"*BiplabDasgupta, “SAP: Issues and Conditionalities: A Global Review”. 1098,
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place.'® Similarly, another study demonstrates that 17 out of 23 African countries that
followed adjustment policies witnessed decline in their per capita income while 11 out of

13 Latin American countries had also the same pattern during 1980s.""

Although in some cases the stabilization programmes may have some success but
it is unclear whether it was because of the policy advice or the finance it accompanied.
The best example in hand is the sub-Saharan countries; although they were truthful
followers of the policy prescriptions of these institutions yet they are facing deflation
induce by these packages.’® On the other side frequent devaluation of their currencies
has not been able to boost up export in spite of balance in their external accounts and in
several cases the competition in devaluation has resulted in a disaster for countries

exporting the same products as the prices decline sharply.'”’

Agriculture sector was considered to be the main beneficiary of structural
adjustment as it was freed from control of the protectors of urban-industrial interests
under these adjustments. It was the area in which less develop countries had comparative
advantage and dismantling the control of state on agriculture sector it was expected that it

would push the economies of less developed countries into new heights.'”*

However, the results were not satisfactory as there were loopholes in the overall

trade policy aggravated by unstable prices of the agricultural products. On the one hand

'%Robert Naiman, and Neil Watkins, 4 Survey of the Impacts of IMF Structural Adjustment in Afvica:
Growth, Social Spending, and Debt Relief (Center for Economicand Pelicy Research, 1999), 2-3.
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Results, 67.
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the farmers were benefiting from absence of price control or because of higher
government support prices while on the other hand they had to bore the brunt of higher
input prices because of the curtailment or absence of subsidies on them.'®* Moreover, in
order to control fiscal deficit cuts in public expenditure on irrigation, power,
infrastructure, health and education affected the rural producers adversely. Further, the
area which was of great importance for these policy prescriptions to succeed was land
reforms but it was ignored altogether and in fact in Chile, Peru and Ethiopia land reforms

were reverse under structural adjustment.'*®

In industrial sector the Fund-Bank policy prescriptions called for non-intervention
of state. They prohibit state from control and subsidies and on the contrary advice state to
support private agents and stay away from economic affairs. The conditionalities provide
for the governments to done away with protectionist policies and a strongly opposed the
nationa! reliance on import substitution. There is no data available that can reflect
industrial development under structural adjustment. Although, there are instances of less
develop countries such as East Asian countries that were able to sustained higher
industrial growth without the presence of either the Fund or the Bank. In many areas they

were in variance with these institutions but they managed to maintain a higher industrial

growth.'”’

However, countries like Thailand, Malaysia and Indonesia performed better under

these adjustment programmes. But the picture become bleak in case of Philippines as it

"Paul Mosely, J. Harington and J. Taylor, Aid and Power: The World Bank and Policy Based Lending
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was the most advance country of the four and it also received more funds than the other
three. The situation in Philippine certainly creates doubts of the success in the industrial
sector of other countries under the adjustment programmes and the critics maintain that

there are other reasons for the industrial growth in the former three countries.'”®

The proponents of SAPs advocate reforms inlabour market but due to strong local
opposition the two institutions kept themselves aloof from politically sensible matters.'”®
However, in Ghana many ghost workers were removed from employment that resulted in
great amount of national saving.**® The gencral tendency of these SAPs is a freeze in
public employment and due to low level of private investment growth in private sector
employment is also rare. The proponents maintain that for the country to prosper it has to
sacrifice and they consider these conditions as a price for the past follies. They even want
the soctal safety nets to be privatized but the opponents view this as a high risk for the

protection of pensioners and other beneficiaries.”'

Reforms and Privatization of public sector enterprises are the among the foremost
policy prescriptions of these SAPs. The main emphasis of structural adjustment is on
non-intervention of the state apparatus in the economic affairs. Hence, the issue of public

enterprises is handled by two ways. First, throughprivatization of public units in order to
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make them more efficient, and, secondto make the remaining more efficient and less

burdensome for the government.?%?

Therefore, those public units that were performing well had good demand in the
market while those units that were not performing well and it was expected to do well
under private ownership, generally it was difficult to find buyer. On the other hand
closing down those enterprises would result in more unemployment. Moreover, in
countries like Chile and Mexico the privatization process was marred by high level

corruption and most of the public units were sold much below their potential prices.”®

However, efficiency of an enterprise does not depend upon whether it is publicly
or privately owned but how it is managed. It is mainly the function of market system to
determine the allocative efficiency not the ownership. One World Bank document
suggests that privatization is not always a solution as in China and Korea private sector
grew without privatization and the perception regarding privatization is changing as in

the case of East Asian countries.”®
2.8 Pakistan- a Case Study

The economy of Pakistan is mainly agrarian with fragile industrial base and weak
infrastructure.””® The areas that comprise the present day Pakistan were the most

undeveloped areas of British Empire.”*In 1947 the per capita income of Pakistan was

“2piplabDasgupta, “SAP: Issues and Conditionalities: A Global Review™, 1101.
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$100.27At the time of its creation it was essential for the existence of the nascent state to
have a viable economy.?®® According to Gunnar Myrda! ‘few modemn states started their
independent existence on such a tenuous basis and under such severe initial difficulties as
Pakistan’.2® Although the country was initially faced with economic turmoil but it did

survive economically.?'’

Howsoever, the country was faced with many difficulties in the initial period
andsubsequent separation of its eastern wing in 1971, the economy showed a moderate
growth.?'! In first four decades the average economic growth rate was 5 per cent but in
1990s due to political instability the economic performance was almost none.>'? The
situation was aggravated by sanctions due to 1998 nuclear test followed by the military
takeover in 1990. After the military takeover the government initiated the policy of
economic recovery. Afier the event of 9/11 Pakistan became the US allay in war against
terrorism that provided an opportunity to the government that to approach IFls through
US support. The government initiated macroeconomic reforms that accelerated the
economic growth from average 3.3 percent in 1997-2002 to 4.6 percent in 2003-2004 and

8.6 percent in 2004-2005 21
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2 Gunnar Myrdal, Asian Drama (London: Middlesex publishers, 1968), 305,

2shahidJavedBurki, Pakistan, Fifty Years of Nationhood, 96.

2 William Easterly, “The Political Economy of Growth Without Development: A Case Study of Pakistan”
Kennedy School of Government, Harvard University, 2001.

212 In this period four elecied governments were removed.

*world Bank, Country Assistance strategy for Pakistan for the Period FY06-09, Report No 35718PAK,

Washington D.C, 2006.
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Pakistan joined the Bank in 1950.2' Since then Pakistan is a regular recipient of
the Bank’s loans and credits facilities. Pakistan is among top ten borrower countries of
the Bank. The relation between the two is characterized by geopolitics. Because of its
geographical location Pakistan always remains focal point of US foreign policy in the
region. The IFls are the tools used by the US in support of its aims and political
objectives. Its proximity with important geopolitical blocks like Middle East, South
Asia and East Asia and neighborhood with countries like China and India and a transit
way to the oil rich Gulf region. Hence, geopolitics and political considerations always
play significant role in foreign aids to Pakistan. The geopolitical factor has been aptly

described by Easterly in his book as:

“The American government enthusiastically backs the Pakistani government
again today as a reward for the alliance in the war on terror , showering it with
the world Bank and IMF loans and US foreign aid in 2002: some $2.1 billion.
The Americans tactfully overlook unpleasant things such as suppression of
democracy, intelligence agencies linked 1o terrorists and nuclear profiferation.’?'®

For a convenient study of the Bank’s lending to Pakistan and its impacts on human rights

may be divided into four periods:

2.8.1 First Period (1947-1977)
After independence Pakistan choseUS as a friend and consequently become US’s
strategic partner for the containment of communism much to the dismay of Soviet

Union.*'” This provided Pakistan the opportunity to receive loans from the Bank and

24 s
Ibid.
3 Catherine Gwin,{/S Relations with the World Bank, (Washington D.C:The Brookings Institution, 1994},

1.
2“William Easterty, The White Man's Burden, Why the West's Efforts to Aid the Rest have done so much il

andso Littfe Good (New York: The Penguin Press, 2006), 301.
?"The visit of Liagat Ali Khan to US and subsequent membership of the SEATO and CENTO.Moreover,

the liking of Ayub Khan to the West and the US.
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since 1952 the Bank is the largest provider of development assistant to Pakistan. This aid
was used by Pakistan mainly for expanding the industrial base and to mitigate the
problems of agriculture sector.In 1960s Pakistan became recipient of IDA’s soft loans.
During this period the idea of “Functional Inequality’ was developed by MehbubulHaq*'®
that required the rich to earn more and more and then to use those savings for further

production,

In that era the aid provided by the Bank accompanied by technical assistance
resulted in rapid industrial and agriculture development. Both sector witnessed a growth

rate in access of 20 percent.

Although the aid provided by the Bank has played a significant role in the
economic development of the nascent state but on the hind side the critics believe that the
development in decades of 1950s and 1960s was controversial.?'’Morcover, a military
dictator used the development mantra in order to usurp the civil and political rights of the
people. The human rights are all interdependent and the state cannot deprive the people

of other just for economic development.

Additionally, equity is a prerequisite for economic growth. This resulted in
accumulation of wealth in fewer hands at the cxpense of majority of the people. It was
due to this economic deprivation that the eastern wing separated from Pakistan. As B.M
Bhatia puts it ‘While in Europe capitalism acquired an imperialist character and

overtones only after it reached the maturity stage, in Pakistan the nascent capitalist class

" He was a chief economist of Pakistan. He also recognized the method of measuring the development
through HDI,
2%, AkbarZaidi, Fifty years of Pakistan 's Econonry (Karachi: Oxford University Press, 1997), 234.
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1

was helped to reap the advantages of possession of a colony from its very infancy.””

Moreover, it also created a new class of proletariat and main focus of development were a

few individuals and their businesses.??'

2.8.2 Second Period

The second period may be characterized as an era of SAPs (Structural Adjustment
Programmes). We have already discussed the impacts of SAPs on the economies of
developing countries in the preceding pages. The case of Pakistan as compared to other
developing countries was not different. [t can be observed that the prescription provided
by the SAPs is generally considered to be a fit for all solutions without taking into
account the peculiar situation of the recipient statc. These reforms are more suitable for
those states that are faced with sever € economic crisis like most of the Latin American
states in 1980s but at that point of time the economic situation in Pakistan was

comparatively stable.”?? Till 1980 the growth rate at average remains at 5 pf:rcent.223

Unfortunately there is very limited research available on the social impacts of
SAPs andits role in poverty alleviation in Pakistan.But the little research available
presents the pattern like other developing countries. However, these is one major
difference in case of Pakistan that the decade of 1980s saw a military rule that had a far
reaching impact on the socio-economic rights of the people. There was a persistent

increased in the defense budget at the expense of social and economic development. The

8 M Bhatia, Pakisian's Economic Development, 1948-78. The Failure of a Straregy (New Dethi: Vikas
Publishing, 1979), 77.

ZlIbid, 97.

225 AkbarZaidi, Fifty years of Pakistan's Economy, 97.

Nancy Birdsall, Adeel Malik and Milan Vaishnav, “Povert and the Social Sectors: The World Bank in
Pakistan 1990-2003", Center for Global Development 2005,
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data available presents a constant 3.3 percent more defense budget as compared to other

2 Due toextravagant defense expenses there were obvious cuts in

developing countries.
the areas of like education, health and social developmentthat ultimately affected the poor

and fixed income segments of the society.

As the conditionalities mainly emphasize on the imposition of General Sales tax
that resulted in increase in inflation so the hammer generally fall on poor and low middle
income class with fixed pay. Further, the cuts in govenment expenditure on health and
education adversely affect the poor as they cannot afford them from their meager
resources. Decrease in expenditure in education and health sector also resulted in gender
imbalance. Furthermore, the decreases in labour force in formal and informal sector in
order to lower production cost affect the lower strata of the society. In one research it is
provided that in 1970s and 1980s there was decline in overall poverty in Pakistan but
with the introduction of SAPs in late 80s and early 90s resulted in increase in poverty.
The factors responsible were identified as low GDP, sectoral distribution, lower

employment, and cuts in expenditures on social service,

2.8.3 Third Period

The decade of 1990s witnessed an unprecedented criticism against the Bank. As a
consequence the Bank revisited its lending policies thereby adding terms like poverty
alleviation and social development to its policies. In case of Pakistan it became evident in
the shape of Social Action Plan (SAP). The Bank was also aware of the fact that in

Pakistan the alleviation of poverty is not an casy task as the latter’s perennial neglect of

224 1hid,
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the social development”® There was prominent increase in spending on the social

226

development from 8 percent in 1980s to 27.5 per cent in 1990s.°“° The main areas of

focus were primary education, family planning, health and sanitation. In addition to these

PZI?

the main focus of SA was the delivery of social services to women.

The Plan was termed as ‘pro poor’ as well as aimed at ‘empowerment’ of the
people and as a catalyst for ‘reducing vulnerability’. This was the mode of operation of
the Bank throughout the 1990s till the military takeover of 1999. However, the reduction

in poverty and efficient delivery of social services remained a pipedream. -

Critics argue that the Plan was devised in order to lessen the negative social impacts of
the structural reforms of the eighties but in the process the Bank overlooked the peculiar
situations regarding economic structure, infrastructure, and institutional setup prevalent at
that time in Pakistan. So the failure was obvious and the Plan was unable to produce any
social development. In the view of Hafiz Pasha that the social safety net may provide a
safety valve to abject poverty but the real determinants are the macroeconomic indicators
like per capita income and employment.””® Similarly, according to Burki the real reason
for failure of the Plan was the lack of ownership by Govemment of Pakistan (GOP).
According to him till 1990s there was complete harmony between the Bank and GOP and

they played a complementary role to each other but since the beginning of 1990s the

2world Bank, Country Assistance Strategy, 1992-95 (Washington D.C: World Bank, 1992),
126 .

Ibid, 67.
27 The SAP here should not be confused with Structural Adjustment Programme. It was a Plan specifically
for Pakistan in 1990s by the Bank.
“Yafiz A. Pasha, Macroeconomic Development and Poverty (Karachi, Pakistan: Sociat Development
Center, 2000).
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Bank started to follow a development path without the connivance of the Pakistani policy

makers.?*

The exact and meaningful results of the SAP was summarised in the Country
Assistance Evaluation of 2006 as: ‘Beyond problems in the overall strategic thrust of the
Bank’s programmes, the bank failed to design a programme that was realistic. The SAP

projects were the most extreme example of this failure.’ >

2.8.4 Fourth Period

The decade of 1990s witnessed a dark period in the history of Pakistan economy.
Although the initial period of new millennium did see an economic boom as Pakistan
became a frontline state in the so-called ‘War against Terror’ that open up the flood gates
for foreign aids and funds. The growth rate in 2004-5 touches almost 8.4 percent.
However, this economic bonanza do not lost long and after the fall of military rule in
2008 the economic bubble created by the foreign assistance soon burst out. The present

government is on the road of economic recovery and the GDP growth rate for 2014 was

recorded as 4.14 per cent.”'

The present government is moving towards an economic consolidation but the
results and indicators with respect to social development in Pakistan provide a murky
picture when compared with states that have the similar income and growth rate.*? The

Report shows the Bank's impotency in alleviation of poverty and social development.

“ShahedJavedBurki, ‘Pakistan Country Assistunce Evaluation’ Drafl Working papers prepared for the
World Bank’s Operations &Evaluation Department, 2002.

2% orld Bank, Country Assisstence Evaluation, 2006, Repor! No34942. Washigton D.C, 2006.
?j'http://mvw.tradingeconomics.comfpakislan/gdp-gruwth (last accessed 24/12/2015).

P2 World Bank, Pakistan - Coumry partnership strategy for the period FY2015-19 (Washington DC:
World Bank Group, 2014). Available at: http://documents.worldbank.org (last accessed 24/12/2015).
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Moreover, the Report pinpoints the Bank's neglect of the root causes of increase in
poverty in Pakistan. For example the feudal structure in rural areas together with clergy

and bureaucracy they resist any change in the existing power structure.”**

Furthermore, the defense budget is ever on increase from year to year and there
remain very little for social development. To sum up in the words of S Zaidi: ‘with close
to 6 per cent of GDP being spent on defense, little remains for development. In fact,
Pakistan must be one of the very few countries where annual defense spending exceeds

development expenditure.’

Conclusion

As we discussed in the preceding pages that in the beginning the two institutions did not
realize the adverse impacts of their lending policies on human rights generally and socio-
economic rights particularly in the recipient states. However, with growing criticism,
increase in their areas of operations and paradigm shift in the world economy together
with the changing status of international human rights compel both institutions to take
these human rights concerns seriously. Hence, they responded by introducing policy
changes in their operations but the overall situation remains unsatisfactory and there is
need to search further that they are under legal obligation to pay attention to legitimate

human rights concerns.

M1bid, 201-15.
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Chapter 3

LINKING INTERNATIONAL HUMAN RIGHTS LAW TO THE
WORLD BANK AND THE IMF

Introduction

In this chapter the focus will be to link the two institutions with the international human
rights law together with their human rights obligations. For this purpose the legal status
of the two institutions in international law must be ascertain and it will be established that
because of their ability to inter into relationship agreements with the state and also with
other intemational organisations such as the UN both institutions possess international
legal personality. Further, the reasons for their human rights obligations will also be
center of discussion in this chapter. The last part of the chapter will mainly highlight the
level of obligations for the two institutions. In order to clarify the situations two
important socio-economic human rights i-e the right to education and the right to food

will be taken as examples.

3.1 Link of the Fund and the Bank to Human Rights Law Generally
For this purpose we will discuss the Articles of Agreement of the two institutions and
will also analysed the possible linkage between the Anrticles and the human rights
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obligations. For start it is important to point out that nowhere in Articles of Agreement of
either institutions the word ‘human right’ has been used. On the contrary the main focus
of the Articles of Agreement is on the general policies and operations of the two

institutions.

There are tentative reference in the Bank’'s Articles of Agreement to ‘raising the
conditions of labour'>* in Article I(iii) and similarly the Fund’s Articles of Agreement
also in Article I(iii) states ‘maintenance of high levels of employment and income’.
However, it is difficult to make any direct linkage for human rights concerns within the
ambit of these institutions. The fact these issues are not discussed in the Articles of
Agreement will dissolve these institutions from taking human rights concerns is
misplaced and on the contrary as subjects of international law they are bound to observe

human rights obligations in their operations.

The proponents of the Bank’s contention that the Bank is prohibited from taking
into consideration human rights concerns rely mainly on Article IV, s 10 of the Articles
of Agreement which forbid the Bank and its staff from interference in the political affairs
of any member state. On the other hand the Fund’s Articles of Agreement are silent about
this issue but the Fund maintains that to pay heed to human rights is against its purpose,
and also contrary to the non-interference rule of international law as given in Article 2(7)

of UN Charter.”®

The crux of this discussion is that both institutions based their arguments on the belief

that human rights is the domestic affair of the state and to pay attention to these concerns

* The ‘right to work’ is given in many international and regional human rights conventions.
g grunSkogly, The Human Righis Obligations of the Wortd Bank and The IMF, 93,
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will defeat their purposes and also the rules of international law. However the issue is not
that simple to ignore and before we advance further it is pertinent to discuss what actually

is ‘domestic affairs’.

Now, both institutions are right to the extent that human rights belong to the
domestic sphere of every state. The nature of the human rights law is peculiar as
compared to most areas of international law in a sense that it is intended to regulate the
relationship between the state and its ‘subjects’. Secondly, the implementation of these
rights is generally lefi to the discretion of the state provided that the minimum content of
the right is respected.”>*But the question arises whether human rights belong solely to the

domestic sphere and will exclude any outsider or international player.

To clarify the situation reference could be made to the interpretation of non-
intervention as given in Article 2(7) of the UN Charter. Let se¢ how it is interpreted by
different authors and international judicial bodies. Articie 2(7} codifies the general
principle of international law that there is complete sovereign equality of all member
states of the UN and the principle of non-interference in domestic affairs by international
entities.”>” On the other hand SJ Watson maintains that Article 2(7) does prohibit
international interference on human rights concerns in a particular state as he states that
‘the power to make authoritative interpretation of Art 2(7) has not been yielded by States

to the political organ of the United Nations’.** Similarly he asserts that that the purposes

2% We find this doctrine in European Convention on Human Rights as margin of appreciation’.

27 1B, Hehir, “Intervention: from Theory to Cases". Ethics and International Affairs 9 (1995), 5.

2813, Watson, “Auto-Interpretation, Competence and the Continuing Validity of Art 2(7) of the United
Nation Charter” AJ7L, 71 (1977), 60.
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of charter in Art 1 are not superior to the principles in Art 2.*® In the same vein he
concludes that it is up to an individual state to define what actually falls within its

‘domestic affairs’.>*

Moreover, the Permanent Court of Justice and the International Court of Justice
(IC]) have also interpreted the mon- intervention principle in their decisions.”*' The
decision of Permanent Court of justice in Decrees on Nationality case did not directly
concern with human rights as these were not given in the Covenant, however it did
address the principle of non-interference in these words * the question whether a matter is
exclusively within the limits fixed by international law’, and that ‘ the question whether a
matter is solely within the domestic jurisdiction of the State is a relative question,lthe

answer to which depends on the development of international relations’**?

Similarly, the ICJ has also in number cases elaborated this issue in more
detail.*’Although there are few cases that have a direct relation to the human rights
concerns but the study of these cases does confirm that it is upon the discretion of
individual state to determine what actually falls within the domsain of Art 2(7).
Howsoever, as one author conclude that at least gross and persistent human rights

violations are legitimate concerns for international community and the wording of

Ivid, 71.

*Ibid, 83.

! This principle was given in Covenant on League of Nation, Art 15(8) and also enunciated in the UN
Charter Art 2(7).

2 National Decrees Issued in Tunis and Morocco, 1923 as quoted in B, Simma(ed), The Charter of the
United Nation : A Commentary, (Oxford: OUP, 1994), 142.

™ The list of cases is: Interpretation of Peace Treaties with Bulgaria, Hungary, and Romania, advisory
Opinion, 30 March 1950; the Nottebohm case, 6 April 1955; the case of Certain Norwegian Loans, 6 July
1957; the Interhandel case, 24 Ocwber 1957, and the case Concerning Rights of Passage over Indian
Territory, 26 November 1957,
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An2(7) is no bar to it.”* Similarly, according to Lauterpatch that the international
community and the UN are competent to make recommendations, and may also
investigate gross and persistent human rights violations without in contravention with the

UN Charter.?*

The view that Art 2(7) is not a hindrance to the international action against human
rights violations is based on three assumptions; firstly, human rights are related to the
general purposes of UN as define in the Charter, secondly, the peculiar nature of human

rights issues and finally, the interpretation of the wording of Art 2(7).2¢

Authors like Lauterptch maintain that the codification of human rights law have
transformed human rights into international concern and could no longer come within the
ambit of domestic affairs only.”*’ This opinion is also augmented by the final document

ofVienna Declaration and Programme of Action in 1993 by stating that:

The promotion and protection of all human rights and fundamental freedoms
must be considered as a priority objective of the United Nations in accordance
with its purposes and principles, in particular the purpose of international
cooperation, In the framework of these purposes and principles, the promotion
and protection of all human rights is a legitimate concern of the international
community,*

With the development of international law generally and human rights taw particularly
this opinion gained strength as some authors claim that: ‘[National] sovereignty is
subjected to some internationally recognized constraints, such as respect for human

rights. Such constraints are enshrined in international conventions to which governments

## 1 B, Sohn, “International Law of Human Rights: a Reply to Recent Criticism", Hofstra Law Review, 9,
349.

chrschLauterpatch, International Law and Human Rights {London: Stevens and Sons, 1950), 213-214.
“bSigrunSkogly, The Human Rights Obligations of the World Bank and The IMF.96.
*THerschLauterpatch, International Law and Human Rights. 177-78.

#8vienna Declaration and Programme of Action, 1993, s [[, para 2.
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*®Further, the adoption of many intenational

have committed their sovereign States.
human rights instruments and almost two-thirds of the states of the world have accepted
human rights obligations through different international and regional human rights

conventions have played a significant role in internationalizing human rights issues.?*

Furthermore, several states whose constitutions have been drafied after 1948 have
inserted many provisions of UDHR in their respective constitutions and have now
become part of their domestic legal system. For example the preamble to the constitution
of Zaire states that *....proclaiming our adherence to the Universal declaration of Human
Rights and the African Charter on Human and Peoples’ Rights’. Similarly preamble to

the Constitution of Benin also containsalmostthe same words.””'!

It is generally argue that the Art 2(7) has to be interpreted in the light of purposes
and principles of the UN and that these should not be dictated by the notion of domestic
affairs of the state.”*> The Charter provides the promotion of human rights as one of the
major purposes of the UN and the contention that human rights issues are solely within
the domain of domestic affairs of the state as it concern only the state and its subject as

provided in Art 2(7), this would contradict Art 1(3) of the Charter.?**

*%Serageldin and Landell-Mills, “Governance and the External Factor”, Paper presented to the Annual
Conference on Development Economics, 25-26 April, 1991, 9,

2% As of 2015, the European Convention on Human Rghts and Fundemental Freedoms had received 47
ratifications; the American Convention on Human Rights 23( it was 25 but Trinidad and Tobago and
Venezuela denounce their ratifications); and the African Charler on Human and Peoples’ Rights 51
ratifications.

1 AP, Blustein and GH, Flanz, The Constitutions of the Countries of the World (New York: Ocenana,
1992).

BIAAC, Trindade, “The Domestic Jurisdiction of States in the Practice of the United Nation and Regional
Organizations”, International and Comparative Law Quarterly, 235, (1976}, 737.

GigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 97.
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This opinion is also supported by the work of General Assembly (UNGA),
Security Council {UNSC) and Commission on Human Rights. Historically, the UNGA
has always discussed the human rights issues in different states and also passed
resolutions from time to time in order to address these issues. In the same vein the
Commission on Human Rights also did a commendable job in this respect and its work is
not seen as an intervention in the domestic affairs of the state. Similarly, the Security
Council has the history of validating intervention on humanitarian basis in state where the
human rights situation reached to the worst level, as it did in Rwanda in 1994.2* So it is
now convenient to conclude that Art 2(7) is no longer considered by the international
community as a hurdle in order to take human rights issues of domestic nature and

address them internationally.

Now we will reiterate the position of the Bank and the Fund regarding human
rights. The Bank considered that due to Art IV, s 10 of Articles of Agreement it is barred
from taking into consideration internal political affairs of the recipient state and maintains
that ‘only economic considerations shall be relevant’ to the Bank and its staff. This issue
surfaced during the controversy between UNGA and the Bank over the financial
_ assistance to two states that were known for gross human rights violation.””* The UNGA
passed a resolution regarding South Africa and Portugal and prohibit the Bank from
giving financial assistance to these states which the later endorsed.”® Later the Bank

accepted the view that it did take into consideration in its operation, but it also asserted

54 Security Council Resolutions 912(1994),918 (1994), and 925 (1994},

*Ibrahim Shihata, The World Bank in a Changing Wortd: Selected Essays, compiled and edited by F.
Tscofen AR, Parra, 133.

6 1bid.
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that these political considerations have economic consequences for the recipient state,

The Bank states that:

...by virtue of Article IV, section 10, of its Articles of Agreement, the Bank, in
exercising its judgment, must consider such economic effects together with all
other relevant economic factors, in light of the purposes of the Organization.
What it is precluded from considering is the political character of a member as an

independent criterion for a decision.”’

In a nutshell, the human rights protection is guaranteed through UN charter and as
discussed above human rights do not fall within the exclusive domestic jurisdiction of the
state. Moreover, the Bank has accepted that the Bank will pay attention to the political
consideration if it has bearing on the economic health of the state. Hence, it provide a
possible avenue and a nexus may be made between economic situati.on of the state and

respect for human rights that it would enable the Bank to pay heed to these concerns.

As for the Fund there is no such provision in its Article of Agreement and
therefore, in theory it is not prohibited from taking political consideration. But the Fund

in operation follows the same line as the Bank and focuses mainly on economic

consideration,

3.2 Legal Status of the Two as Specialised Agencies of the UN

We have discussed these two institutions through prism of international legal personality

and its link with human rights it is pertinent here to evaluate their status as specialized

agencies of the UN.

The UN structure may be divided into two layers. The first one is consist of the

main organs mandated by the Charter i-e the UNGA, the UNSC, the ECOSOC, the IC)

7 Memorandum of the Legal Department of the IBRD, 5 May 1967. UN doc A/6825, 1967.
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and the Trusteeship Council, and second layer consists of those organs that facilitate the
UN to carry out its mandate.”**Article 57 of the Charter provides the details of these
intergovernmental organizations in these words ‘...established by intergovernmental
agreement and having wide international responsibilities, as defined in their basic
instruments, in economic, social, cultural, educational, health, and related fields...” and
further these agencies is to be brought into the fold of UN through an agreement with
ECOSOC with subsequent approval of the UNGA **° The Fund and the Bank have such
agreements with the UN.?*® These agencies and more particularly these two organizations
have independent position as compared to the main UN organs.”®' The question arise here
that what actually is the legal significance of these agreements. Skogly maintains that ‘the
part of the reasoning behind bringing these organizations into a formalized relationship
with the UN must have been to grant them, both legally and practically, rights and
obligations in relationship to the UN, which would have been different if they were not

brought into this relationship through the agreement,**?

Moreover, some argue that before the relationship agreement as mandated by Art
57 of the Charter a specialized agency does not enjoy rights and duties towards the
UN.*Now the real question arises here that after their relationship agreements do these
agencies are bound by the UN Charter and the entire subsidiary covenants such as human

rights conventions inter into by the UN?

8 N Charter, Art 7(2).

“1bid, An, 57 & 63.

¢ Relationship Agreement Between the UNO and IMF, 25 November 1948; Relationship Agreement
Between the UNO and IBRD, 25 November 1948.

*#'Relationship Agreements, Art 1.

M2gigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 100.

$Ip. Simma(ed), The Charter of the United Nation : A Commentary, 799.
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According to traditional international law only those actor are bound by the treaty
provisions that have ratified it or acceded to it later. Secondly, the legal position of these
organizations is not the same as that of the States and thus their respective rights and
obligations also differs but does it mean that after entering into agreement with the UN

they assume some obligations in regard to these instruments?

The answer is found in the work of Amerasinghe, he maintains that the
international organisations although not member to a treaty, may in some cases assume
the treaty obligations.***He supported his argument by giving examples from space
activities and environmental issues.”®® This opinion is also amplified by the statement of
Special Rapporteur on the draft Convention on the Law of Treaties between States and

International Organizations or between International Organizations that:

...it would be rather difficult to accept that international organizations, the vast
majority of whose members are State Members of the United Nations, could

disregard the rules of the Charter.**

The minimum legal implication for these specialized agencies would be to conduct its
operation not in contravention of the principles and purposes of the UN Charter that also
include human rights provisions. Additionally, these organizations are also under legal
obligation to respect the human rights obligations of the member states under the Charter

which are recognized as superior under international law on the basis of Art 103 of the

Charter.’®’

*ACF, Amerasinghe, Principles of the Institutional Law of International Organizations (Cambridge: CUP,
1996}, 246-47.

2 Ibid,

266 Yearly International Law Commission (YILC), Vol. [1,1975%, para 5.

*73igrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 101,
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Similarly, Article 30 of the Vienna Convention on the law of treaties the principle that in
case of conflict in treaties between the states and international organizations and the

28 As for as treaties between states are

treaties between international organizations.
concerned there is general agreement that in case of conflict Art 103 will prevail, as states
are members of the UN so they have to observe the Charter.”® This is of great

importance for our discussion because the treaties of these organizations with the member

states are international treaties and thereby subject to the provisions of Art 103.

The second half of the question regarding the treaties between international
organizations only remained unclear in the discussion of the Commission in 1977, Some
argue that as the international organizations are prevented from membership of the UN so
the same is not applicable here.?’® However, in the later years the situation become clear

as the Commission reached an agreement, and it was declared:

The United Nation Charter, which was a treaty between the Member States of the
United Nation, was special in nature in that its provisions were, as stated in its
Article 103, hierarchically, superior to those of any other treaty, whether earlier
or later and whether between States, between States and international
organizations, or between organizations.”’

Thereafier, the states follow the same discourse and in case of conflict between
international treaties and the UN Charter the latter prevail. Similarly, the provisions of
the Charter also take preference in respect of treaties between international

organizations.””?

% Por overall discussion see generally, Summary Records of the 1438 meeting of the International Law
Commission, 10 June 1977, YILC,1997, vol L.

*°Ibid, para 2.

“[bid, paras 2 and 4.

'YILC 1982, vol 1, para 12.

7B, Simma(ed), The Charter of the United Nation. A Commentary, 1119.
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However, if one accepts these arguments there still remain confusion regarding
the nature of human rights obligations given in the Charter. The human rights provisions
in the Charter are very pgeneral in nature except the non-discrimination
principle.?”*Moreover, the Charter provides a little explanation to the concept of human
rights; however, the UDHR does provide an interpretation to the human rights provisions

of the Charter.

3.3 Institutions Composed of Governments with Human Rights Obligations

This is another way through which a relation could be made between the two institutions
and international human rights law. These institutions are composed of governments that
have nexus to the international law as well as human rights law. One argument that is
advanced generally is that these institutions came into existence prior to the adoption of
the UN Charter and that the ratifying governments are not bound by the human rights

provisions of the Charter.

This argument may hold good for those states that are the founding father of these
institutions or those that have ratified it before the come into force of the UN Charter. But
as we have discussed earlier that the UN Charter has a special place in international law
under Art 103 and ‘hierarchically superiot’ to any other treaty, whether earlier or later. 2™
The current discussion is not about whether the human rights obligations are include in
the Article of Agreement of these organizations at the time of its inception but it focuses

on their current position as subjects of international law just like any other subject.

3 UN Charter, Preamble, Arts 1(3), 13 and 50.
¥4gigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 106,
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Consequently, just like states they are under legat obligation to respect international law

irrespective of any given time.2”

Furthermore, by establishing these institutions the states extend some of their
intemational obligations to them but it does not exonerate states from their obligations
and the states cannot claim that by establishing these institutions they have lessen their
obligations.?"*The interpretation to Art 103 as mentioned before also reiterates this
position that the provisions of the Charter will take precedence in case of conflict.
Resultantly, when acting as a member of the Bank and the Fund the state retain human
rights obligations but on the other side the human rights obligations of the two

institutions are not identical to their member states. This point will be discussed below,

The content and extent of human rights obligations of the state depend upon the
amount of ratifications the state have and the nature of the instrument ratified. In case of
the members of the Bank and the Fund almost two thirds have ratified the two covenants
of human rights; hence the minimum human rights obligations for these states would be

those under UN Charter and customary law.

Likewise, the human rights obligations of the state also depend upon whether the
state is a creditor or a debtor of the Bank or the Fund.When state ratifieshuman rights
convention it assumes domestic obligations to the individuals.In other words it creates
rights obligation between the state and the individuals. Now in a debtor state the

individuals’ obligations as protected under the Charter will take precedence over the

275 .
Ibid, 107.
¥ M. Singer, “Jurisdictional Immunity of Internationa! Organizations; Human Rights and Functional

Necessity Concemns™, Virginia Journal of International Law, 35 (1993), 58,
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obligations taken under agreements with the Fund or the Bank.?”’Thus, the debtor state
may refuse conditions attached to the loans by the two institutions if the same are.in

contravention of the human rights obligations of the state under the UN Charter.?”

3.4 Different Levels of Obligations and the Principle of Core Content of

Obligation

Before we discuss the human rights obligations of the two institutions it is important to
analyse the nature of civil and political rights on the one hand and social, economic ar;d
cultural rights on the other hand.For the sake of discussion it is noteworthy that human
rights are mainly the same whether it relates to civil and political rights or economic,
social and cultural rights. Both sets of rights had their origins through normal procedures
of making intemnational law and the UDHR has treated both sets of rights on equal

footings. These two sets of rights are codified through two separate intermational

covenants.zm

It is generally maintained that civil and political rights are generally respected
through non-interference by the state in certain cases. However, there are number of civil
and political rights that entail positive measures on the part of the state in order to fulfill

its obligations.** For example commenting on Art 6 of ICCPR the Human Rights

Committee held the right to life has:

7SigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 107.
78 £ "Denter, Law and Policy of IMF Conditionality (The Hague: Kluwer Law [ntemational, 1996), 58-70.
|nternational Covenant on Civil and Political Rights (iCCPR), 1966; and International Covenent on
Economic, Social and cultural Rights (ICESCR), 1966. Together with UDHR they are also catled

International Bill of Rights.
* International Council on Humnan Rights Policy, Local Perspectives: Foreign Aid to the Justice Sector

(Geneva: Internationat Council on Human Rights, 2000). 56.
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...been too often narrowly interpreted. The expression ‘inherent right to life’
cannot properly be understood in a restrictive manner, and the protection of this
right requires that the States adopt positive measures. In this connection, the
Committee considers that it would be desirable for States parties to take all
possible measures to reduce infant mortality and to increase life expectancy,
especially in adopting measures to eliminate malmutrition and epidemics.®'

The same argument resonates in Art 2 of the [CCPR and provides that the member states
of the Covenant should ‘to respect and to ensure’ the rights mentioned in here. Similarly,

the Human Rights Committee in its General Comment on Art 2 held that:

The Committee considers it necessary to draw the attention of the States parties
to the fact that the obligation under the Covenant is not confined to the respect of
human rights, but that states parties have also undertaken to ensure the enjoyment
of these rights to all individuals under their jurisdiction. This aspect calls for
specific activities by the State parties to enable individuals to enjoy their rights.
This is obvious in a number of Articles... but in principle this undertaking relates
to all rights set forth in the Covenant.”

In the same way, it is generally believed that economic and social rights may call for the
government to take positive measures in order to ensure these rights, however, in number
of situations these rights would just need non-interference from the government to be
enjoyed by the people. For instance, in developed countries with stable economies the
people generally find jobs easily and eam enough to satisfy their basic needs i-e housing
and food and what the people there want from the government is non-interference so they
can enjoy these rights. This situation is summed up nicely by Donnelly who introduces
the concept of negative and positive rights. By negative rights he means those rights for

which few or no provisions are required while on the other side the positive rights need

%! Human Rights Committee, General Comment 6(16)d, (1982), 93.
*? Human Rights Committee, General Comment No. 3, UN Doc, HRIVGEN/1/Rev]l, 4,
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active role from the govemment. He emphasizes the role of a particular situation in

making a right positive or negative rather than a particular right is being discussed.?*?

Now, for the human rights concem States parties to conventions and covenants
are the principal obligation holders and they are bound to fulfill the three levels of
obligations i-¢ to respect, to protect and to fulfill. When a human rights concem arises
then it depend upon a particular situation that decides which obligation is triggered
whether it requires the non-interference, protection, or a positive action on the part of the

state.

Moreover,dissection of an individual right reveals that every right has a minimum
core content which is proportionate to minimum obligation level. In other words the
minimum core is the minimum level of fulfillment to be granted to every one without
discrimination. In simple words it is ‘universal’ and the minimum threshold for the
human to live in dignity and varies from right to right. This situation is rightly summed

by Philip Alston when he states that:

The fact that there must exist such a core (which o a limited extent might
nevertheless be potentially subject to derogation or limitations in accordance with
relevant provisions of the Covenant) would seem to be a logical implication of
the use of terminology of rights. In other words, there would be no justification
for elevating a ‘claim’ to the status of a right (with all the connotations that this
concept is usually assumed to have) if its normative content could be so
indeterminate as to allow for the possibility that the right holders possess no
particular entitlement to anything. Each right must therefore give rise to an
absolute minimum entitlement, in the absence of which a State party is to be
considered to be in violation of its obligations.”*

7, Donnelly, Universal Human Rights in Theory and Practice (Ithaca: Comell UP, 1989), 33.
3 p, Alston, “Report on the First Session of the UN Commiltee on Economic, Social and Cultural Rights”,

American Journal of Imternational Law, 81, 1987. 352-53.
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Similarly, Committee on Economic, social, and Cultural Rights has reiterated the position
and in its General Comment on Article 2 emphasizes on the importance of ‘core

obligation’ states that:

...minimum core obligation to ensure the satisfaction of, at the very least,
minimum essential levels of each of the rights is incumbent upon every State
party. Thus, for example, a State Party in which any significant number of
individuals is deprived of essential foodstuffs, of essential primary health care, of
basic shelter and housing, or of the most basic forms of education is, prima facie,
failing to discharge its obligations under the Covenant. If the Covenant were to
be read in such a way as not to establish such a minimum core obligation, it
would largely deprived of its raison d’etre.”™

However, it pertinent here to mention that the fulfiliment of these minimum core
obligations requires not only the right-to-right approach but also the internal situation of a
particular country must also be taken into account. So the criteria of acceptable
fulfillment set for a country like Pakistan may be different for a developed country like
Norway. This is based on the principle set forth in Art 2(1) of ICESCR that pertains to
the ‘progressive fulfillment’ of human rights by the State through ‘exhaustion of

available resources’.

The general concept that has developed over the time in both the Bank and the
Fund that the policies of both the institutions generally and SAPs in particularly are cure
for the restructuring the economic policies of the recipient state, and that the short term
effects may not be satisfactory but in the long run economic results will be better.% It

means better conditions for enjoyment of economic and social rights. But question arises

here that in order to achieve long term goal do these institutions justified violating human

#General Comment No.3, 1993, para 10,
2 World Bank, Making Adjustment Work for the Poor A Framework for Policy Reform in Africa
(Washington DC: World Bank, 1990), 3.
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rights in short term? While addressing this issue the ‘core content’ of a right must be bear
in mind. Now, if the policy prescriptions advised by the two institutions in the shape of
SAPs are unable to address the concept of core content of right in short term then the
proposition that it will improve human rights situation in the long run is not

. . 2
maintainable.”*’

Moreover, if the two institutions while not compromising the minimum core
content of a right provide a clear policy prescription in order to achieve better and
sustainable human rights situation in the longer runthen slight decline in human rights

%% But here states have to assess the

situation may be permissible in the short run.
situation in order to maintain a fine balance between decline in human rights situation

and the violation of core content of the right.

3.5 Minimum Human Rights Obligations of the Two Institutions

As we have discussed before that the legal position of the two institutions with respect to
human right obligations is not the same as that of states. Because the two institutions are
not parties to the human rights treaties, as on most occasions these treaties bind the
member states only. However, it does not mean that these international human rights
treaties are without any leverage for operational sphere of these institutions. In simple

words a minimum of human rights obligations may be assign to these institutions as well

as their member states,

B7gigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 150,
208 .
Ibid.
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In the preceding pages we have mentioned three levels of obligations i-e to
respect, to protect and to promote.At minimum the two institutions are bound to respect
the human rights concerns as the remaining two levels of obligations are somewhat
beyond their legal mandate as enshrined in their legal instruments and particularly the
promotional aspect of human rights needs much more active policy
measures.”**Moreover, the obligations to protect and to promote are mainly contained in
international human rights instruments to which these two institutions are not parties and
to assign these obligations would be to stretch their legal mandates in accordance with

human rights law.

The obligation to respect is also justified through customary intemational law and
also through general principles of law as it become part of it. This aspect of obligation
has two facets: first a negative obligation that due to their policy prescription the human
rights situation does not deteriorate and secondly to observe the current human rights
situation in its operations.”®® For example, a case could be made that the two institutions
may prescribe economic policies that could curtail the existing trade union rights that find
legitimacy from both domestic law and also from international human rights law.”®' But
this is not legitimate for the institutions if one lakes the respect aspect of human right
obligation.?? But it may not be legally feasible to assign to the institutions to introduce
policies that would established new trade union rights as it is consider as a’ promotion’

aspect of obligations. No wonder if the institutions themselves choose to do so then it will

*? Ibid,

%9 bid.

P! R, Plant, Labour Standards and Structural Adjustment (Geneva: [LO, 1994).
BIgigrunSkogly, The Human Rights Obligations of the World Bank and The IMF, 150-31.
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be legitimate for them. In other words the institutions are not restrained from taking the

obligation to promote or protect human rights concems.

It is important to keep in mind the fine distinction between the core content of a
right and the right as such. The core content of right to food is the accessibility of actual
food items similarly the content of right not to be tortured is the absence of tortuous

practices. Maastricht Guidelines summed this situation in para 8 (margin of discretion)

State practice and the application of legal norms to concrete cases and situations
by international treaty monitoring bodies as well as by domestic courts have
contributed to the development of universal minimum standards and the common
understanding of the scope, nature and limitation of economic, social and cultural
rights.”[my emphasis]

According to Skogly the two institutions are under obligation to respect the human rights

in a particular state in such a way and to such a level as they were enjoyed at the time of

%4 The approach of

their first operation whether it relates to core content or wider content.
the two institutions must be to evaluate the human rights internal situation of each
individual state and there is no general rule for their operations but in no case they may
threaten the core content of the right.*”’ For example in a country like Pakistan if the
Bank is to respect the right to food in agriculture development programme, the
programme may be planned keeping in view this right.So the Bank has to keep in mind

the dynamics like current nutritional level, accessibility of the people to food generating

activities, cultural retrains etc. Similarly, for the right to education a comparative study of

PIMasstricht Guidelines on Vielations of Economic, Socia) and Cultural Rights, Maastricht, 1997, para
8.Available  on:htips://wwwl.umn.edwhumanris/instree/Maastrichtguidelines_.html (last  visited
15/04/2018).
;::Si grunSkogly, The Human Rights Obligations of the World Bank and The IMF, 153,

Tbid.
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the situations before and after the implementation of a particular programme has to be

conducted.

In order to discuss the impacts of SAPs on human rights 1 will to choose the right to

education and food as examples,

3.5.1 The Right to Education

The right to education is part of many international and regional human rights
instruments.** T_'he two important intermational human rights instruments i-e UDHR and
ICESCR in Articles 14 and 16 respectively stipulate primary education compulsory and
free for all. The research available on the impacts of SAPs reveals that there is
introduction of school fees, cuts in education budgets and also decrease in the enrolment
rate in primary school. For example in Nigeria these impacts are quite evident as there is
decrease in enrolment rate (90% in 1980 to 64% in 1987) and decrease in public spending
on education (9.7% of national budget in 1979 to 4.4 % in 1980-85 which was further
trimmed down to 3.1 in 1986-90) that indicate the worsening of economic situation.”’ *In
an attempt to offset the effect of federal budget cuts, cost recovery measures were
introduced by various State governments. These contributed further to the enrolment
decline as education costs become unbearable for families that were suffering from

. . . . 29
retrenchment and/or substantial reduction in real incomes.”**®

This is also corroborated by studies of the Bank on Social Effect of Policy

Reform. The report dissects the impacts of supply side and demand side. The supply side

PSUDHR, Art 26; ICESCR, Arls 13 & 14 etc.

A, Adepoju (ed), The Impact of Structural Adjustment on the Population of Afvica. The Implications for
Education Health and Employment, 100.

2% Ibid.
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according to the report ‘consists of schools and institution plus teacher and teaching
prices’. While the demand side consists of household income and also prices, this has a
direct connection with the amount of education demanded.”® The study concluded that
the measures stipulated in SAPs mostly effects the supply side because the recipient
government usually put short run cuts in the public spending to make amends for fiscal

deficits that results in reduction in incomes that ultimately weakens the demand side.”®

Therefore, one may presume that the introduction of fees in the school is one of
the results of SAPs. The preceding discussion confirms that fees factor in primary school
is a hindrance to the right to education. This does not imply that private schools where
fees are charged are prohibited rather every person should have access to free primary

education.

Now who is responsible for these budget cuts? The commentators are divide on
this issue some argue that the cuts are dictated by these two institutions while others hold
that government are free in this sphere and it is upon the government to introduce such
cuts or not. However, the UN Economic Commission for Africa maintained a middle
course that the aim of the reduction on education in Africa was to reverse the process and

to bring structura! transformation in Africa,*”’

However, as for as human rights obligations are concerned we study that state is

the primary obligation holder and the deteriorating situation of human rights is mainly the

¥ L. Demeryet al, Understanding the Social Effects of Policy ReformsHWashington DC: World Bank,
1993), 115.

* 1bid.

¥ N Economic Commission for Africa, 1993, 24,

Available on: hitp:/repository.uneca.org/handle/10855/15214 (Last accessed 15/ 03/2016)
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responsibility of the state so the cuts in spending on education and introduction of fees in
primary education lies on the government. But when the policy measures that stipulate
cuts in expenditures on certain areas are dictated by the Fund or the Bank then they
assume much more responsibility for human rights concerns. They shared responsibility
with the national government for human rights obligations. The two areas of operation
are projects and programmes and they are considered as ‘joint ventures’, where not only
finance, but also the planning of the measures to be taken is done through partnership.
Due to secrecy of the wit which SAPs are negotiated, it is difficult to say exactly who is
responsible for what. Nevertheless, when the programmes are planned it certainly needs
the prior sanction of the Fund and the Bank and at that time they have the opportunity to

assess the adverse effects of the measures on human rights.

Resultantly, if the finance ministry in the recipient government proposes cuts in
public spending the Fund and the Bank will be in a position to raise the human rights
concerns. Similarly, if the government proposed measure results in human rights
violation both institutions may proposes alternative measures to achieve desired financial
goals without negative impacts on human rights. In simple words it is the obligation of
the two institutions to predict (through planning process) and monitor the negative
impacts of their policy measures on human rights and must endeavor to find alternatives

option in collaboration with the national government.

Moreover, the right to education must also be on non-discrimination basis. If the

education become expensive then there will natural tendency that girls will be deprived
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of their right to education and the people will tend to send boys to school. This will result

in violation of non-discrimination clause of the ICESCR.*™

3.5.2The Right to Food

The right to food is guaranteed by many international human right instruments. *® Article
11 of ICESCR guarantees the ‘right to adequate food’ and ‘freedom from hunger’. In
pursuance of this Article the UN showed its interest to find out the real statistical data
that could indicate the situation of right to food all around the globe.”® The studies
indicate that the per capita availability is not the sole indicator to satisfy the right to
adequate food rather it is the availability of food to all segments of the society at all times

and placeswithout discrimination.””

In order to find out the impacts of SAPs on the right to food it is mandatory to
determine the effects of hike in consumer prices, removal of subsidies and change in
production patterns and levels and whether they significant enough to cause problem for

right to food. This has to be done on case-by-case basis, as the effects of programmes will
vary.

The impacts of SAPs are often more evident in countries that implement SAPs as
effect both access to food for consumption as well as agriculture development. The
recipient states are generally those countries that are faced with foreign exchange deficit

and in order to increase their export eamings the agriculture production is often been

2 ICESCR, An 2.2

M Article 25 of UDHR and Article 11 of ICESCR.

¥4 K. Tomasevski, Development Aid and Human Rights (New York: St Marlin’s, 1989), 124.
“Genaral Comment No 12, The Right to Adequate Food, UN Doc E/C12/1999/5, para 6,
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shifted from food production for domestic consumption to cash-crop production.”®

Resultantly there are many countries that were self-sufficient in consumption food are
now have to import a large amount of food, partly due to above mention production shift

and partly due to population growth,’®’

As we discussed above that how SAPs impacted the right to food depends upon
many variables and one of these variables is the removal of subsidies. It is generally
believed that the removal of subsidies have less effects on those state where large chunk
of population lives in rural areas as the removal of subsidies will results in price hike that
will ultimately benefit rural farmers. But the increases in prices have negatively impacted
the rural poor as they are the end purchaser of food and secondly the hike in prices of the

no-agriculture products has overwhelmed the agricultural profits.”*®

However, states where there is large urban population, mainly dependent upon
buying food items the impacts are quite severe. The end of subsidies may negatively
affect these segments of population. As a result, fulfilling the right to food ought to be

used as an agenda for designing policies related agriculture and food production.

Therefore, it is advisable that both institutions in order to ensure that they respect
the right to food in any SAP, or agriculture project must assess, with the help of
respective government, how their projects and programmes are likely to affect the right to

food.

088 erunSkogly, The Human Rights Obligations of the World Bank and The IMF, 158,

07 '
Ibid.
% UN Commission on Human Rights, “The Right o Adequate Food and to be Free From Hunger",1999.

UN Doc E/CN4/Sub2/1999/12.
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Conclusion

From the discussion of this chapter we are able to understand now that the sources of
human rights obligations for the Fund and the Bank ar¢ limited to the human rights
provisions of the UN Charter, to customary law, and general principles of international

law. In other words these may be invoked in terms of accountability of these institutions.

However, this does not imply that other sources of human rights law are without
importance. The two covenants on human rights do provide general standards of
international human rights law, both in terms of provisions of these covenants and also
their interpretation by different human rights committees and commissions. Moreover,
the two covenants, and in particular the ICESCR provide for interaction between the
committees and these specialized agencies. This does not mean that these institutions are
under obligation as they are not parties to these covenants like member states.

Howsoever, if the two institutions themselves choose to take human right obligation then

they can do so.

Furthermore, the two institutions in all possible way must protect the core content of the
human right concerned. Although their obligation is not the same as state but in cases
where their policy prescriptions results in violation of human rights then their
responsibility increase and the two institutions, in collaboration with national

government, may mitigate the negative impacts of their policies on human rights issues.
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CONCLUSIONS AND RECOMMENDATIONS

In recent the world’s two most influential financial institutions i-e the Fund and the Bank
came under severe criticism even from its staunch supporters. The global experience with
the project and programmes of these institutions showed a murky picture that raises many
eye-brows. The increase in intensity of this criticism is the fruit of decade long
phenomenon of ‘globalisation’ in which no human activity whether financial, cultural or
technology is immune from criticism. It is the fruit of globalization that incentivized
responsibility and accountability become more intangible. The internationalization of
each and every issue results in more accountability for international players that also
include transnational corporations, foreign governments or intergovernmental
organisations. Resultantly, the Fund and the Bank also come under criticism from
different circles and many of the principles and operations are being questions and also

call for change in their policies for human rights guarantees.

The initial purpose of the two institutions was quite different as these were mainly
financial institutions that aimed to recover the war torn global economy after WWIL As
we have discussed this in Chapter I but with change in world economy and development
of human rights law their role evolved with passage of time. We also established that

these two institutions have intemnational legal personality as their ability to enter into
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relationship agreement with states as well as other international organizations such as

UN.

Building upon these foundations, the study argued that the two institutions are
bound by treaty provisions to which they are parties, to customary international law, and
to general principles of law. However, we discussed that the nature of their obligations is
not the same as that of state because most treaties are not open to these institutions while
state have general right to become parties of the treaties of universal nature and secondly,
they do not have law-creating capacity of states, hence they are bound by treaty

provisions even if they are not able to consent to be bound by them.

The study suggested that the main source for human rights obligations of the two
institutions is their relationship agreements with the UN as provided under Art 63 of the
Charter. This would imply that the institutions are under an obligation to respect the
provisions and principles of the UN Charter which also include respect for human rights
and fundamental freedoms.’®” Building on this, the subsequent development of
international human rights law through different human rights convention, customary
international law, and general principle of law will also provide some kind of human
rights obligations for these institutions. But again the nature of their obligations is not
identical to that of states, mainly because these institutions do not have human rights

obligations under their constitutions and also because they are not parties to the human

rights covenants.

% UN Charter, Art 1(3).
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The study went on to discuss the different level of obligations i-e to respect, to
protect and to fulfill. It is concluded that the two institutions are under legal obligation to
respect the human right and not to make human rights situation worse while the
obligation to protect and to fulfill would be beyond their legal mandates. As these two
levels of obligations need a much more active policy measures that would be to stretch
their legal instruments, This however, does not preclude these two institutions from taking
the responsibility to protect or to fulfill human rights and it is also equally legitimate

under international law.

Moreover, the obligation of the two institutions to respect human right is
legitimate and they may be held accountable for that but this does not mean that the sates
are relieved from their responsibility to respect, protect, and to fulfill their human rights

obligations. The Fund and the Bank wil! have a share responsibility with the states.

In last chapter we also provide the mechanism for how the obligation to respect
may be adopted by the two institutions in their operatibns. The right-by-right and case-
by-case approach may be adopted together with project-specific or programme-specific
assessment. In simple words one shoe fit all approach should be abandoned. We
discussed two very prominent socio-economic rights i-e the right to education and the

right to food and pointed out how the two institutions may invoke this mechanism.

In a nut shell the international law must consciously develop a more robust human
rights policy for the two institutions than recognized by them currently. The international
human rights law dictate that the two institutions at minimum should respect human

rights concerns in their policies and to ensure that there is no violation of human rights
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through their polices. But the Fund as well as the Bank do not accept any legal

obligations in this area and rather pay a lip service to human rights concerns.

Now, where should the future research and analysis go? The current study is
limited in its scope and it mainly analyse the current human rights law and whether these
intergovernmental organisations are accountable for human rights issues but the there
will always be deficiency because the current set of rules are meager to set standards and
legal obligations for these institutions. But the most important question would be that if
the current international law and human rights are efficient enough to provide a full legal

responsibility for these institutions then what would be the redress possibilities?
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