
The Compliance Advisor/Ombudsman, 
International Finance Corporation (IFC) and Multilateral 
Investment Guarantee Agency (MIGA), 
The World Bank Group 

 

 
Pan African Paper Mills Project, Kenya 

Complaint Conclusion Report 
May 2010  

This report summarizes the complaint handling process by the Compliance Advisor/Ombudsman (CAO) 
on the Pan African Paper Mills project in Webuye, Kenya. 

 
 

 
 

Summary of the Complaint and  
CAO Ombudsman Process  
 
Pan African Paper Mills (East Africa) Ltd. 
was a project based in Webuye, Kenya in 
which the IFC first invested in 1974. In its 
30-plus years of operation, the IFC 
supported the company with nine loans and 
equity investments. At one time, PPM 
produced more than 80 percent of the 
country’s paper and was one of the largest 
employers in Kenya.  
 
In February 2008, two Kenyan based NGOs 
– Resource Conflict Institute (RECONCILE) 
and the Center for Environmental and 
Development Education Programs (CEDEP) 
– lodged a complaint with CAO on behalf of 
residents of Webuye town. The complaint 
raised a number of concerns about the 
environmental and social impacts of the 
paper mill and about the disclosure of 
information on the company’s activities. 
 
In March 2008, a CAO Ombudsman team 
traveled to Webuye and undertook an 
assessment of the situation – including the 
stakeholders’ interests and options for 
resolution. Based on the results of that 
assessment, the company and the NGOs 
agreed to attempt to work collaboratively to 
address the issues raised in the complaints. 
The parties requested continued assistance 
from the CAO Ombudsman team to 
facilitate a Stakeholders’ Forum aimed at 
building trust, identifying strategies for 
improving the social and environmental 
impacts of the project, and addressing  

 
 
broader issues of community and economic 
development. 
 
Shortly after reaching this agreement, 
however, Pan African Paper Mills (PPM) 
closed due to its inability to cover electricity 
bills and other operating costs. In light of this 
closure, the complainants postponed the 
Stakeholders’ Forum until PPM’s future was 
more certain. At that time, RECONCILE 
informed CAO that CEDEP members would 
take sole responsibility for handling and 
resolution of the complaint.  
 
After six months of negotiations, PPM and 
the government were unable to agree on a 
plan to re-structure the company, and PPM 
closed its doors in October 2009. PPM’s ex-
patriot senior management, who previously 
had agreed to participate in the CAO-
facilitated Stakeholders Forum, left Webuye. 
 
Following the company’s initial closure, in 
April 2009, the IFC notified PPM that it had 
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formally relinquished its $36 million debt 
claim in PPM. According to the IFC, after 
several failed attempts at turning around 
and restructuring PPM over the past five 
years, IFC considered its debt to be both 
irrecoverable and an unsustainable burden 
for any turn-around plan.  
 
Along with relinquishment of its debt, IFC 
committed to fund a general environmental 
audit, regardless of whether PPM remained 
closed or re-opened under new ownership. 
If it were to re-open, the IFC audit would 
ensure a safe and proper start-up; if it 
remains closed, the audit would ensure a 
safe and proper de-commissioning. 
 
The audit was completed in June 2009.  
 
The complainants then requested an 
opportunity to review the results of the audit. 
After a series of negotiations between the 
IFC and the complainants, the IFC agreed 
to send a representative from the Nairobi 
office to present the audit findings at a 
CAO-facilitated workshop in Webuye. 
 

Outcomes 
 
The complainants and CAO together 
organized a two-day Capacity Building 
Workshop, which took place in November 
2009 and included the following agenda: 

 Presentation of the IFC-funded 
environmental audit of PPM 

 A presentation about IFC’s other small 
and medium enterprise projects in 
Kenya, and the types of projects IFC and 
its partners support throughout the 
country and region 

 A half-day training in community-based 
participatory research and monitoring 

 A half-day training in mediation and 
environmental conflict resolution 

 
The workshop was attended by the CEDEP 
membership and other interested 
community members. As agreed by the 

complainants, the workshop constituted final 
closure of CEDEP’s complaint to CAO.  

 
 

Lessons and Insights 
 
While the environmental audit and the 
Capacity Building Workshop highlighted key 
impacts of the mill’s closure, and informed 
people about potential opportunities for 
income generation, the underlying financial 
realities of the company hindered the 
success of the mediation process and the 
ability to implement the collaborative 
solutions that were initially discussed and 
agreed by all the parties. 
 
Although closure of PPM signified an end to 
what complainants believed were noxious 
and harmful emissions, it also resulted in 
dire economic impacts for Webuye. The mill 
at one time employed about 1,300 people, 
and roughly 30,000 people were indirectly 
benefiting from the paper mill economy.  
 
The complainants stated throughout the 
CAO’s involvement that they did not seek to 
close the mill, but rather to improve its 
environmental and social performance. 
PPM’s closure nullified the CAO-facilitated 
agreement to mediate between the company 
and the complainants, since the issue of 
emissions no longer existed, and because 
PPM’s senior management returned to India 
(where the company with the management 
contract is based). 
 
PPM’s closure mid-way through 
implementation of a settlement agreement 
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presented significant challenges for the 
CAO Ombudsman team and, more 
importantly, for the complainants. After 
many months of negotiations with the 
company, the NGO had to re-assess its 
alternatives for closing a formal complaint 
against a company that no longer existed.  
 
At the same time, the NGO and wider 
community faced the new challenge of 
massive unemployment caused by PPM’s 
closure, and uncertainty about the plant’s 
safety or future. 
 
After working with CAO to re-focus its 
interests and options, CEDEP decided to 
set its sights on the re-development of 
Webuye, and to being exploring strategies 
for alternative income generation. They also 
agreed that results of the IFC environmental 
audit should be made public, so that 
CEDEP and the wider community could be 
fully informed of any potential dangers or 
planned start-up or de-commissioning 
initiatives.  
 
The Capacity Building Workshop designed 
by CEDEP and CAO specifically addressed 
those issues.  
 
Workshop participants received a detailed 
summary of the Workshop notes along with 
the IFC’s summary of the audit findings and 
additional supplemental materials to support 
CEDEP’s future capacity building and 
project planning goals. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 

 
From a systemic perspective, this case 
highlights the importance of considering the 
costs of social and environmental liabilities 
in the closure of IFC-supported projects.  
Closure may occur as a result of project 
failure (as in this case) or prepayment of IFC 
by the Sponsor.  In the event of closure, the 
residual social and environmental 
obligations can remain un-resolved. To 
address this issue, CAO encourages IFC to 
consider the requirement of a 
social/environmental bond in its covenants 
and legal agreements with Sponsors when 
appropriate.   


