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OVERVIEW  IFC estimates that oil, gas, and mining clients alone invested close to $6 billion in local 
communities over the last five years. IFC clients contribute to local development through their employment 
practices, royalties and taxes paid, infrastructure built, and voluntary investments in communities. This 
presents an important opportunity for IFC to work with firms to improve the quality and impact of their 
community investments and to jointly develop best practices that encourage learning and replication.

Accomplishments in FY12
As part of IFC’s efforts to improve the quality and impact of 
corporate community investments, we mainly focus on working 
with investment clients in industries with a large footprint, such 
as natural resources, agribusiness, forestry, and infrastructure. 
In FY12, we developed tools to address emerging issues for 
clients, such as the Water and Communities Framework, and 
strengthened understanding of the community investment issues 
in sectors new to the business line, such as forestry and agribusi-
ness, and further promoted tools available to support clients.

This past year, IFC worked with a more diverse group of 
clients than ever before in strategic community investment. 
Smaller oil, gas, and mining companies are playing an impor-
tant role in many developing countries. Compared with the 
operations of major companies in their sectors, these smaller 
players tend to have less-developed stakeholder engagement and 
community investment programs that do not receive adequate 
attention and resources. To ensure that IFC addresses the needs 
of this client group, we produced a practical how-to guide 
entitled “Strategic Stakeholder Engagement with the Communi-
ties for Junior Companies in the Extractive Industries.”

In forestry, unlike other sectors, companies often have a 
direct business link to communities through various types of 
outgrower and wood sourcing plans. This economic relationship 
presents a number of unique opportunities and challenges to the 

way forestry companies engage and invest in local communi-
ties. Poor relationships between companies and communities 
can limit the input critical to doing business effectively, but 
successful relations can improve productivity and benefits for 
local communities. This year, IFC worked with forestry clients 
in India and Indonesia to find ways to better address their ties 
to local communities. In India, for example, we successfully 
worked with JK Paper Limited, one of the forestry companies 
participating in an IFC-led, three-year, sector-wide program to 
develop companies’ farmer extension strategies by incorporat-
ing good practices in community engagement. This project has 
the potential to positively affect more than 20,000 farmers in 
India by promoting better outgrower models, strategic com-
munity engagement practices, and Forestry Stewardship Council 
certification.

In FY12, IFC gained recognition for the way we have 
expanded strategic community investments in partnerships 
with governments, municipalities, and investment clients. 
In Latin America, for example, the government of Colombia 
requested support in training its National Planning Depart-
ment’s staff on the use of municipal capacity-building tools 
developed by SBA. In response, we developed a program to 
ensure that the country’s government staff is able to promote 
good royalty-investment practices in more municipalities. In 
Peru, a group of municipalities is now training their officers at 
a local university that offers a degree program incorporating 
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methodologies and tools developed by SBA. In Africa, 
partnerships with IFC investment clients in Guinea, Ghana, 
and Mozambique are preparing supplier development projects 
aimed at reaching wider segments of local SMEs. Altogether, 
these programs aim to create more than 3,000 jobs. In Guinea 
alone, participating companies have to date procured close 
to $3 million in products and services from Guinean sup-
pliers. More than 100 small- and medium-sized enterprises 
completed business training programs provided by local service 
providers and over 600 jobs were created.

Beyond these efforts, IFC’s global dissemination and train-
ing events, including the 6th IFC Sustainability Exchange, 
have further reached more than 800 community develop-
ment practitioners (see page 48). We trained a group of 30 
consultants on the Financial Valuation Tool (www.fvtool.
com), which helps companies articulate the business value and 
calculate the return on their future or actual sustainability 
investments. During the Mining Indaba event in South Africa 
in 2012, we organized a one-day Sustainability Workshop 
and a networking reception with more than 200 participants. 
The new Commdev.org website was launched, expanding IFC 
information, tools, and guidance on community issues to 
sectors outside extractives, such as agribusiness, forestry, and 
infrastructure. The website has close to 2,000 visitors a day 
and this number is expected to grow as our work expands to 
more sectors.

Finally, across all sectors, IFC recognized the growing 
importance of engaging proactively with local stakeholders 
to address challenges to sustainable management of natural 
resources. To do this, we have started developing guidance 
materials on issues such as community aspects of managing 
water resources. Soon, a handbook about managing project 
impacts on artisanal fisheries will be available to help tackle 
some of the main problems related to this natural resource.

Lessons Learned
As part of the major push in 2011 to expand our work in stra-
tegic community investment to sectors beyond extractives, SBA 
completed a number of client and research activities to better 
orient services to these new sectors. Some key lessons emerged: 

• Companies in extractive sectors typically engage and 
invest in communities to obtain access to land for their 
operations and to meet local supplier requirements. In 
contrast, forestry and agribusiness companies undertake 
community projects in a more ad hoc manner, often 
unintentionally becoming “dominant service providers” in 
an area.

• There are opportunities for IFC to support companies’ 
work with local enterprises and farmer cooperatives to 
ensure that these businesses operate according to good 
governance, business, and technical standards.

Strategic Orientations
In FY13, IFC will continue its ongoing and new engagements 
to implement supplier development projects, primarily in 
Africa, delivering community investment strategy workshops 
for IFC clients, and building the capacity of municipalities to 
manage significant increases in revenues from royalty payments 
in Peru and Colombia. We will continue adapting and devel-
oping tools to new focus sectors of agribusiness, forestry, and 
infrastructure, while continuing work with extractive-sector 
clients. One example is the Water and Communities Frame-
work designed to help industry practitioners anticipate typical 
water risks affecting local communities and better understand 
potential solutions. This framework likely will be applied with 
investment clients in Mongolia and Peru. 

We also intend to develop several knowledge products: One 
will be an examination of the business case for hiring more 
women and specific models for better integrating women into 
the workforce. We will develop a framework to assist compa-
nies in finding options when addressing the ways that artisanal 
and small-scale mining affect their larger operations, which 
will be piloted in Burkina Faso and Papua New Guinea. More-
over, a guidance document entitled “Greening Supply Chains” 
on how a company can embed green procurement strategies 
in its supply chain is also scheduled to be published. Finally, a 
“Guide on Stakeholder Engagement” for smaller firms will be 
finalized in FY13 to assist those managing small-scale invest-
ments with limited staff and resources.

Based on demand from investment clients in mining, oil 
and gas, forestry, and agriculture, SBA will continue to provide 
Advisory Services to these clients. This effort will be expanded 
in the East Asia and Pacific region, particularly in Papua New 
Guinea, Laos, Mongolia, and Indonesia, with a continued 
emphasis on smaller companies. In addition, IFC’s annual 
Sustainability Exchange, to which donor partners are invited, 
will take place in Washington, D.C., along with regional-level 
Sustainability Exchanges in Africa and East Asia.
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MUNICIPAL ROYALTY INVESTMENT IN PERU
Ensuring local communities benefit from extractive industries

PROJECT AT A GLANCE

IFC is working with local governments in Peru to 
invest royalties from extractive industries in proj-
ects that benefit local communities. We aim to 
strengthen the investment capacity of 30 municipali-
ties in eight extractive regions, ultimately benefiting 
250,000 inhabitants through the use of IFC tools, 
methodology, and a free, web-based portal for 
municipal officials.

Oil, gas, and mining companies, also called extrac-
tive industries, play a key role in Peru by contributing 
to economic growth and generating income for the 
government. The National Society of Mining, Petro-
leum and Energy estimates that mining and energy 
investments in the country will exceed $35 billion in 
the coming years. At the same time, Peruvian law 
mandates that the central government transfer part 
of the royalties received from these investments to 
local governments.

However, many communities living in municipali-
ties that receive royalty transfers remain among the 
poorest in Peru. More than 40 percent of the 1.5 
million inhabitants of these extractive regions live 
below the poverty line, with more than half a million 
lacking access to basic services such as water and 
sewerage systems. While the royalties received by 
municipalities represent a great opportunity to lift 
these communities out of poverty, local governments 
have difficulty translating these resources into projects 
that deliver tangible benefits to the population. Weak 
institutions and lack of management skills have led 
to limited investment capacity at the local govern-
ment level. This gap is highlighted by the fact that by 
the end of 2011, half of the royalties received by the 
municipalities in Peru remained undisbursed.

IFC’S ROLE

IFC aims to strengthen capacity for investing extrac-
tive industry royalties in Peru by providing municipal 
officers with relevant information, training, meth-
odology, and tools. These tools include establishing 
an investment committee to coordinate and oversee 
the implementation of investment projects, and 
using IFC’s Assessment Methodology to systemati-
cally identify bottlenecks and weaknesses along the 
investment cycle. Municipal officers are also encour-
aged to take advantage of using Municipio al Dia, a 

web-based platform that provides information and 
real-time on-demand advice from experts. Municipio 
al Dia is a joint effort with a prestigious Peruvian 
think tank (Instituto de Estudios Peruanos) that is 
designed to facilitate timely, cost-effective access to 
reliable information that can serve a large number of 
municipalities throughout Peru.

In this project, IFC also is strengthening midterm plan-
ning capacity to improve resource allocation for basic 
needs of local communities. We are fostering partner-
ships with private-sector companies and consultants 
to facilitate widespread adoption of related IFC meth-
odologies and tools by more municipalities. We are 
also working closely with Peru’s Ministry of Finance 
and Economics to ensure that tools are applied more 
broadly and are aligned with national priorities.

IMPACT & RESULTS

To date, we have assisted 21 municipalities in Peru 
that have set up investment committees to make 
better decisions and prioritize their investment port-
folios. Nine municipalities have approved ongoing 
annual investment plans, which primarily focus on 
improving access to basic services and infrastructure 
such as education, health, water and sanitation, 
transportation, and agriculture. Eight municipalities 
working with IFC have approved proposals that will 
reduce the implementation time for infrastructure 
projects by removing bottlenecks and streamlining 
internal processes. Furthermore, over two-thirds 
of Peru’s municipalities—numbering 1,275—and 
15,300 individual users received advice and informa-
tion through Municipio al Dia.




