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FOREWORD

We are pleased to introduce this booklet, which is intended as
an introduction to the World Bank Group in general and the Bank’s
environmental and social policies and activities in particular.

Over the past 20 years, the World Bank’s coverage of
environmental and social issues has evolved considerably. Between
1987 and 1992, building on earlier preliminary work, Bank
environmental and social work was characterized by a major focus on
reducing potential harmful impacts of Bank-financed projects through
the systematic application of environmental assessments (EAs) and
codification of other environmental and social policies. From 1992 to
1995 the Bank environmental and social work expanded with
targeted investments in the environment. At a total investment nearly
$11 billion in 65 countries, these projects have made substantial
progress in assisting the Bank’s client countries address
environmental and social concerns. Present Bank efforts are aimed at
mainstreaming environmental concerns across the Bank’s entire
portfolio.

Caring about the environment in Sub-Saharan Africa is not a
luxury but a prime necessity because progress in African economies
will depend heavily on natural resources. This is of particular
importance in respect to the Bank’s main goal of alleviating poverty
because environmental degradation primarily affects the poor in both
rural and urban areas. Reversing the downward spiral of
environmental degradation must be a central element of any strategy
to reduce poverty in Sub-Saharan Africa. Such a strategy requires
every effort to maintain natural capital and to use it sustainably by
promoting sound environmental management.

The World Bank and its international partners cannot solve
Ugandan environmental problems alone. Nor will the government.
Ugandan people—individuals, households, communities, and the
private sector—will be the critical actors. However, the World Bank
and its partners can and must provide the necessary support.
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This booklet is intended to make readily available the lessons
learned from the Bank’s environmental and social experience. The
overall goal is to help in-country project managers use EA and Social
Assessment effectively to aid project design and implementation, and
contribute to the environmental and social sustainability of the
economic development in the Republic of Uganda.

We are particularly grateful to the government of Denmark,
which has contributed to financing the Seminar on Environmental
Assessment Procedures between the World Bank and the Republic of
Uganda that has led to the preparation of this booklet.

We hope you find the booklet useful.

Andrew D. Steer James W. Adams
Director Country Director
Environment Department Africa Region
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. . . 1
Rio Declaration on Environment and Development

Principle 4

In order to achieve sustainable development. environmental protection shall constitute an
integral part of the development process and cannot be considered in isolation from it.

Principle 10

Environmental issues are best handled with the participation of all concerned citizens, at
the relevant level. At the national level. each individual shall have appropriate access to
information concerning the environment that is held by public authorities, including information on
hazardous materials and activities in their communities. and the opportunity to participate in
decision-making processes.  States shall facilitate and encourage public awareness and
participation by making information widely available. Effective access to judicial and
administrative proceedings, including redress and remedy, shall be provided.

Principle 15

In order to protect the environment, the precautionary approach shall be widely applied
by States according to their capabilities. Where there are threats of serious irreversible damage,
lack of full scientific certainty shall not be used as a reason for postponing cost-effective measures
to prevent environmental degradation.

Principle 17
Environmental impact assessment, as a national instrument, shall be undertaken for

praposed activities that are likely to have significant adverse impact on the environment and are
subject to a decision of a competent national authority.

1
Adopted by UNCED at Rio de Janeiro, June 13, 1992
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What is the World Bank?

The International Bank for Reconstruction and Development (IBRD). frequently called
the “World Bank,” was conceived in July 1944 at the United Nations Monetary and Financial
Conference in Bretton Woods. New Hampshire. U.S.A. The World Bank opened for business on
June 25, 1946.

The principle on which the Bank was founded was that many countries would be short of
foreign exchange for reconstruction and development, but would not be sufficiently creditworthy
to meet all their needs by borrowing commercially. As an official multilateral institution whose
share capital was owned by countries in proportion to their economic size, the Bank would be able
to intermediate by borrowing on world markets and lending more cheaply than commercial banks.
It would also be able to exercise sound judgment about which projects to help finance.

The current goal of the World Bank is to promote sustainable development in developing
countries. The Bank provides loans to developing countries to help reduce poverty and to finance
investments that contribute to economic growth. Investments include roads. power plants, schools.
and irrigation networks, as well as activities like agricultural extension services. training for
teachers, and nutrition-improvement programs for children and pregnant women. Some loans
finance changes in the structure of countries' economies to make them more stable, efficient, and
market-oriented. The World Bank also provides “"technical assistance,” or expert advice, to help
governments make specific sectors of their economies more efficient and relevant to national
development goals.

The World Bank operates under the authority of a Board of Governors. Each of the
Bank's 180 member countries is represented by one governor, who is usually a ministerial-level
government official. The Board of Governors delegates its authority to a smaller group of
representatives, the Board of Executive Directors, based at the Bank headquarters in Washington,
D.C. The Board of Executive Directors decides policies affecting World Bank operations and
approves all loans. Loan decisions are based on economic, social and environmental, rather than
political, criteria.

The World Bank Group consists of the International Bank for Reconstruction and
Development (IBRD or Bank), the International Development Association (IDA), the International
Finance Corporation (IFC), the Multilateral Investment Guarantee Agency (MIGA), and the
International Center for Settlement of Investment Disputes (ICSID). They are inter-governmental
organizations. The headquarters of the World Bank Group Organizations are in Washington, D.C.
IBRD, IDA, IFC, MIGA and ICSID combined employ an active headquarters-based workforce
(including regular and fixed-term staff, long-term consultants and temps) of about 9,300 people
from more than 120 countries.

Mr. James D. Wolfensohn, the World Bank’s ninth President, took office on June 1,
1995. The President is Chairman of the Board of the Executive Directors and Chief Executive
Officer of IBRD, IFC, MIGA and IDA and Chairman of the Administrative Council of ICSID. As
Chief Executive Officer, the President is responsible for the overall management of the
institutions; representing the institutions to the world at large; formulating policies and programs
for approval by the Executive Directors; and more generally, for carrying out the purposes of the
institutions in accordance with their Articles of Agreement and the wishes of the shareholders.



IBRD® The International Bank for Reconstruction and Development had 181 member
countries as of June 1, 1996. Some of the money the IBRD lends comes from contributions from
member countries, but the majority comes from bonds issued in world financial markets.
Generally, countries with annual average per capita incomes above $1.395 (but less than $5,055)
are eligible for IBRD loans. When a country’s average per capita income exceeds $5,055 the
process of “graduating” from IBRD is triggered. Loans generally have a 5-year grace period and
must be repaid during periods ranging from 15 to 20 years. The interest rate on World Bank loans
to developing countries changes every six months.

IDA The International Development Association, established in 1960, had 159
member countries as of June 1, 1996. Although legally separate from the World Bank, this affiliate
is administered through Bank's staff and facilities. IDA provides no-interest loans to the world's
poorest countries, defined as having annual per capita incomes of less than $1,395. Most IDA
loans are, in fact, provided to countries with annual per capita incomes of $865 (in 1994 dollars) or
less. IDA loans, or credits, have a 10-year grace period and must be repaid in 35 to 40 years
{according to the borrowing country's creditworthiness). The money that IDA lends comes from
contributions from wealthier nations, an occasional contribution from the profits made by the
IBRD, and repayments of IDA credits.

IFC®  The International Finance Corporation, established in 1956, had 169 member
countries as of June 1, 1996. IFC promotes economic growth in developing countries by lending
directly to the private sector. Unlike the IBRD, it lends without governmental guarantees. The IFC
may also take equity positions in companies to which it lends, play the role of catalyst to other
investors from the private sector, and work to develop capital markets in developing countries. IFC
funds are composed of shares purchased by member governments; IFC’s own borrowing,
particularty from the IBRD; and retained earnings.

MIGA® The Multilateral Investment Guarantee Agency, established in 1988, had 131
member countries as of February 1, 1996. This World Bank affiliate promotes private investment
in developing countries. It provides guarantees on investments to protect investors from
noncommercial risks such as war or nationalization. It also provides advisory services to
governments to help them find ways to attract private investment in their countries.

ICSID The International Centre for Settlement of Investment Disputes was established
in 1966 by the Convention on the Settlement of Investment Disputes between States and Nationals
of Other States (the Convention). As of April 8, 1996 139 countries have signed the Convention,
and of those 126 have ratified to become member countries. ICSID seeks to encourage greater
flows of international investment by providing facilities for the voluntary conciliation and
arbitration of investment disputes between ICSID member countries and nationals of other member
countries. ICSID itself does not engage in conciliation or arbitration. The Centre assists in the
initiation and conduct of conciliation and arbitration proceedings, performing a variety of
administrative functions in this respect.

? See: Fig 1 Organizational chart of the World Bank and Fig. 2 Organizational Chart of the World Bank Africa Region.
3 See: Fig. 3 Organizational Chart of the IFC
4 See: Fig 4 Organizational Chart of the MIGA



How Does the World Bank Differ from the International
Monetary Fund?

Although they were conceived at the same time, the World Bank and International
Monetary Fund (IMF) are separate institutions with separate goals. Before a country can apply for
membership in the World Bank, it must first be a member of the IMF.

The main goal of the World Bank is to promote long-term economic growth that reduces
poverty in developing countries. The IMF’s purpose is to oversee the international monetary
system and to help member countries overcome short-term financial problems.

While the World Bank lends only to developing countries. the IMF can lend to any
member country that lacks foreign currency to cover short-term financial obligations to creditors in
other countries.

World Bank Strategy for Sustainable Development

The intrinsic relationship between the environment and development, though somewhat
controversial in the past, now seems to be universally accepted. This is certainly the case in the
World Bank at present, following a series of developments.

The Brandt Commission noted in its report5 that the United Nations Conference on the
Human Environment, held in Stockholm in 1972 (Stockholm Conference), was an important
milestone in environmental awareness. Building on the conclusions of this conference, the
Commission indicated that the protection of the environment could no longer be seen as an
obstacle to development but rather needed to be considered as an essential part of it.

More specifically, after stating that environmental impact assessments should be
undertaken whenever investment or other development activities may have adverse environmental
consequences, the Commission urged multilateral development banks to be ready to assist in
carrying out EAs to ensure that an ecological perspective would be incorporated into development
planning.

The relationship between development and environment has been further sharpened by
the work of the World Commission on Environment and Development (WCED) also known as the
Brundtland Commission, which followed the same line of thinking, but gave prominence to the
notion of “sustainable development”.

The Bank’s concern with the environment predated the work of these commissions.
However, the broad realization that development projects have an impact on the environment was
clearly articulated by the President of the Bank for the first time in a major speech before the
United Nations Economic and Social Council in 1970. In that speech, Mr. Robert McNamara, the
Bank’s fifth President, stated the Bank’s concern with environmental issues and the manner in
which it planned to address them, in what may now seem to be only a modest beginning:

® See: Independent Commission on International Development Issues, North-South: A Program for Survival 114 (1980)




The problem facing development finance institutions. including the World Bank, is
whether and how we can help the developing countries to avoid or mitigate some
of the damage economic development can do to the environment, without at the
same time slowing the pace of economic progress. It is clear that the costs
resulting from adverse environmental change can be tremendous. It is equally
clear that, in many cases, a small investment 1n prevention would be worth many
times over what would have to be expended later to repair the damage.

In the Bank, ... even more important. we want to work towards concepts that will
enable us and other development financing agencies to consider environmental

factors of development projects in some kind of cost-benefit framework.?

Twenty years ago, a popular view held that because the earth’s carrying capacity was
finite, rates of economic growth should be deliberately curtailed. Environmentally sound
development allowed no other course. The goals of economic development and environmental
protection were thought to be mutually exclusive: economic development was believed to be
unavoidably destructive to the environment. and environmental protection was considered a luxury
and a constraint to development. Today, this view has largely given way to a better understanding
of the interdependence of development and the environment.

It is now four years since almost all countries of the world endorsed the concept of
environmentally sustainable development at the 1992 United Nations Conference on Environment
and Development (UNCED) in Rio de Janeiro. The World Bank has sought to be an active partner
in implementing the “Rio imperatives”. The Bank’s active portfolio of loans whose primary
objective is to strengthen environmental management now stands at $11 billion in 65 countries.

The accords agreed at UNCED reflect the belief that degradation of the environment and
depletion of its valuable natural resources not only impede economic development but also
threaten human survival. At the Rio conference, also called the Earth Summit, the world
community reached an unprecedented consensus on the need to fully integrate environmental
concerns into the mainstream of economic decision-making. This is essential if the economic,
demographic, and political forces that underlie environmental degradation are to be redirected at
both the local and global levels.

With its unique mandate and diverse capacity in technical assistance, project finance,
policy dialogue and research, the World Bank is well placed to adopt, and follow through on the
holistic approach championed in Agenda 21, the Earth Summit's call for sustainable development.

As the World Bank is seeking to assist our member countries in making development
more sustainable, we are undergoing our own “greening”. We like to think we are now in the
“third generation” of reform.

e The first phase — the “post-Brundtland” reforms — took place in the 1987-92 period.
It was characterized by a major (and much-needed) focus on reducing potential harm
from Bank-financed projects. It involved putting in place Environment Assessment
requirements for the projects we support.

¢ See: Robert S. McNamara, Address to the UN Economic and Social Council. November 13, 1970



e The second phase — the “post-Rio boom” — was characterized by a huge expansion of
demand for assistance from our clients. This has required that we equip ourselves for
the task. Our technical environmental staff has increased in numbers from a handful
a decade ago to about 300 today. We now also run around 100 environmental
training courses for staff each year, and have embarked upon a major program to
draw upon outside expertise.

o  The third phase — mainstreaming, as we call it — is now underway. It is characterized
by a move “upstream’ from project-specific concerns, to an integration of the
environment into sector and national strategies. Mainstreaming includes re-
examining our assistance strategies in agriculture. energy, infrastructure and even our
macroeconomic support through the lens of sustainability., incorporating
environmental, social and economic considerations. Important shifts are already
underway as a result of this approach; but a great deal remains to be done, espec1ally
as we look to the agenda for the next 25 years.

But even as we seek to mainstreamn issues of sustainability in all we do, we need to
acknowledge frankly that the transition is not complete. We have much to learn, and we need to be
disciplined and vigilant in ensuring that stated policies and intentions are actually applied on the
ground.

The Earth Summit and the Bank’s “1992 World Development Report on Development
and the Environment” provided the impetus and intellectual foundation for the Bank's current four-
point strategy for sustainable development.

The World Bank’s environmental activities — which involve policy dialogue, lending,
technical assistance, research, and aid coordination — have four objectives:

e Assisting member countries in setting priorities, building institutions, and
implementing programs for sound environmental stewardship;

e Ensuring that potential adverse environmental impacts from Bank-financed projects
are addressed;

e  Assisting member countries in building on the synergies among poverty reduction,
economic efficiency, and environmental protection; and

e  Addressing global environmental challenges through participation in the Global
Environment Facility (GEF).

First: Assisting Countries in Environmental Stewardship

The Bank is actively assisting member countries to strengthen their environmental
institutions, policies and investments. In the first three years after Rio, the World Bank committed
$5.6 billion in new loans and credits, explicitly for environmental concerns, and $1.1 billion for 21
projects was added in fiscal 1995 (see Fig 5, and Fig. 5A for Environmental projects in the Africa



Region). This is apart from the Bank-implemented projects financed by the Global Environment
Facility (GEF).

The majority of projects in the currently active portfolio of $11 billion in 65 countries are
new, and $8 billion is scheduled to be disbursed over the next few years. Ensuring that these
projects continue to perform well and that the lessons from their innovative approaches are learned
and disseminated will be a major challenge. An increasing number of such investments are being
designed in the context of implementing National Environmental Action Plans (NEAPs). These are
country-led plans, but they often have technical and financial support provided by bilateral and
multilateral agencies. The challenge of the coming years is to turn NEAPs into action: and the
World Bank stands ready to play a strong financial and advisory role and will use its role of
coordinator of aid groups to help in mobilizing funding.

Fig. 5 The World Bank:Active Environmental

Portfolio (as of 6/30/93)
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Of course, individual lending operations still continue to be important vehicles for the
Bank to help countries address environmental problems. The environment sector, hence, must
assume a central place in the Bank’s country dialogue on policies, public expenditures, and




institutions. This will be essential for ensuring the country focus of the Bank's environmental work.
and for building country commitment to implement sustainable development strategies.
Preparation of NEAPs is an important step in building such commitment. but adequate follow-
through is also essential to ensure that the priorities identified and the approaches and policies
developed are successfully financed and implemented.

Fig. SA Environmental Projects - Africa Region
(Number of Projects, accumuiated)
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NEAPs and equivalent planning processes are important vehicles for assisting borrowers
to set environmental priorities and to map out ways of achieving them. They also facilitate better
project selection and design, since NEAPs allow the Bank and other lending institutions and
donors to focus support and investments on agreed priority areas.

Clearly emphasis must be put on careful project identification. covering the initial
development of project ideas in the context of many competing options. This calls for establishing
clear environmental objectives at the outset, by asking: "How much will it cost to achieve various
levels of improvement in the exposure to pollution that populations and ecosystems face?" The
solutions need to be chosen from among a range of alternatives, including a reliance on economic
and/or environmental policy measures, institutional arrangements, or investments in varying levels
of technology.

Second: Assessing and Mitigating Adverse Impacts of Bank-Financed Projects

In addition to providing direct support to environmental projects, the Bank continues to
strive to make all of its lending environmentally and socially benign. The past years after the Earth
Summit have been crucial for the Bank in further strengthening its capacity for environmental and
social assessment. The Bank has recently reviewed its experience with EAs. and there is very
encouraging evidence that they are increasingly influential in shaping the design and redesign of
projects. But there is still a long way to go, and the Bank is heavily active in building capacity for
environmental assessment and analysis at the country level.

Environmental concerns became an explicit part of Bank activities in 1970, when the
position of environmental adviser was established. Bank environmental policies and assessment



procedures evoived slowly during the following fifteen years, and rapidly during the past decade,
reflecting changes in thinking taking place in the international development community. The first
internal instruction to Bank staff on the environment which dealt with the social issues associated
with involuntary resettlement, Operational Manual Statement (OMS) 2.33, was released in
February 1980. This was followed by a statement on tribal peoples in Bank operations issued in
February 1982 (OMS 2.34).

The first operational statement on environmental aspects of the Bank’s work (OMS 2.36)
was issued in May 1984. OMS 2.36 outlined what were seen then as the Bank’s “still evolving”
policies and procedures “applicable to Bank projects, technical assistance and other work that may
have an impact on the environment.” The policies and principles of OMS 2.36 are still of
significant relevance to current and future Bank environment-related policy and work for two
reasons. First, while OMS 2.36 may soon be superseded and issued in the form of a new
operational policy statement, it continues to operate to provide guidance on policies and
procedures. Second, it has served as the building block for, and has influenced, the subsequent
Operational Directives regarding environmental assessment.

OMS 2.36 points out that the Bank’s approach was not to adopt environmental
“standards,” but rather “guidelines™. This approach is tailored to local circumstances and respects
the *vast differences among (the Bank’s) developing member countries”.

The OMS summarizes eight principles behind the Bank's guidelines with respect to the
environment. These principles are as follows:

a) The Bank will endeavor to ensure that each project affecting renewable natural resources
does not exceed the regenerative capacities of the environment;

b) the Bank will not finance projects that cause severe or irreversible environmental
deterioration, including species extinctions, without mitigatory measures acceptable to
the Bank;

c) the Bank will not finance projects that unduly compromise the public’s health and safety;

d) the Bank will not finance projects that displace people or seriously disadvantage certain
vulnerable groups without undertaking mitigatory measures acceptable to the Bank;

e) the Bank will not finance projects that contravene any international environmental
agreement to which the member country concerned is a party;

f) the Bank will not finance projects that could significantly harm the environment of a
neighboring country without the consent of that country. The Bank is willing to assist
neighboring members to find appropriate solution in cases where such harm could result;

g) the Bank will not finance projects which would significantly modify natural areas
designated by international conventions as World Heritage sites or Biosphere Reserves,
or designated by national legislation as national parks, wildlife refuges, or other
protected areas; and



h) the Bank will endeavor to ensure that projects with unavoidable adverse consequences
for the environment are sited 1n areas where the environmental damage 1s minimized,
even at somewhat greater initial costs.

On the basis of these principles. OMS 2.36 sets forth guidelines applicable to Bank
staffing and practice for environmental projects. and for projects with environmental components.
It also identifies how “environmental considerations™ are integrated into the Bank's project cycle,
from the project planning stage (including country economic and sector work), throughout
preparation, and continuing through project supervision and project completion reporting. With
this OMS, the Bank became the first multilateral development agency to screen projects for their
environmental consequences and to adopt environmental guidelines for the evaluation of future
lending operations. Moreover, by the mid-1980s, the Bank was financing projects containing
specific environmental components.

Since 1984, and particularly since 1989, Bank policies in relation to the environment have
become more comprehensive, expanding to include agricultural pest management (1985),
management of wildlands (1986), protection of cultural property (1986), collaboration with NGOs
(1988), and environmental policy for dam and reservoir projects (1989). In addition. in 1987 the
Bank implemented a series of structural changes that strengthened environmental policies,
procedures, and staff resources. This process culminated in 1989 with the introduction of
Operational Directive (OD) 4.00, Annex A: Environmental Assessment (revised in 1991 into OD
4.01: Environmental Assessment). This directive requires that ail Bank investment projects be
screened for their potential environmental effects.

All of these instruments have since been, or are in the process of being, updated and
strengthened. More recent directives include ones on indigenous people (1991), water resources
management (1993), forestry (1993), and natural habitats (1995). In 1993, all existing ODs began
to be revised and incorporated into a new system of operational policies and Bank procedures.
The new system comprises three categories of directives: Operational Policies (OP), Bank
Procedures (BP) and Good Practice (GP).

OD 4.01 provides guidance to staff on the Bank's policies and procedures for conducting
EA of proposed projects. It seeks to ensure that development options are environmentally sound
and sustainable, and that environmental consequences are recognized early in the project cycle and
taken into account in project design and implementation. This directive also provides guidance on
consultation with and disclosure of information to affected groups and local NGOs.

Since the OD 4.01 revision, considerable progress has been made and there will continue
to be refinements in the implementation of EA, as Bank staff and borrowing countries gain
experience. In the Bank’s view, several measures have contributed to this progress:

1) the start-up of an accelerated program of EA training for Bank staff and borrowers:

2) detailed EA tracking system to keep a handle on the whole portfolio of EAs in the
Bank;

3) an increase in human and financial resources to expedite the EA process; and



4) the publication and regular updating of improved technical guidelines: the three-
volume Environmental Assessment Sourcebook and EA Sourcebook Updates.

The Environmental Assessment Sourcebook and a number of Environmental Assessment
Sourcebook Updates are important reference publications that provide comprehensive EA
guidance on all major sectors. The first volume, dealing with policies. procedures and cross-
sectoral issues, was first published by the Bank in July 1991. Specific guidance is provided on
social issues, economic analysis, strengthening local environmental management capabilities and
institutions, financial intermediary loans. and. most importantly, community involvement and the
role of nongovernmental organizations (NGOs). Two other volumes, issued later in 1991, address
critical sectoral issues, including agriculture, transportation, urban infrastructure and industry.

The Bank’s current EA policy (OD 4.01) requires Bank staff to classify projects into three
EA categories, depending on type, location. sensitivity, and scale of the proposed project, as well
as the nature and magnitude of its potential impacts. A project is assigned to category A if it is
likely to have significant adverse impacts that may be sensitive, irreversible, and diverse: or if it is
likely to be comprehensive. sector-wide, or precedent-setting. Category A projects require a full
EA to be prepared by the borrower, with technical assistance from the Bank as required. Examples
of projects requiring full EA include dams and reservoirs, industrial estates, large-scale irrigation
and flood control, land clearance and resettlement.

Projects are assigned to category B when their impacts are not likely to be as sensitive,
numerous or as diverse as category A impacts. Although a full EA is not required for a category B
project, environmental analysis is required. Examples include small-scale agro-industry,
aquaculture and mariculture, rural electrification. tourism, watershed management, and rural water
supply and sanitation projects. No EA or environmental analysis is required for category C
projects—such as family planning, education, health and nutrition — because they are unlikely to
have adverse impacts.

While progress has been rapid, there is no room for complacency. The Bank cannot yet
claim that all EAs are satisfactory because that will take time.

Between 1989 and 1995, more than 1,000 World Bank projects were screened for their
potential environmental impacts: about 600 of these projects have been screened since UNCED,
and 228 were screened in fiscal 1995 alone. Among the investment projects approved by the
Bank’s Board of Directors in fiscal 1995, 23 projects (10 percent) were classified as category A,
which require a full environmental assessment; 81 projects (36 percent) were classified as category
B, which require some environmental analysis, and the remaining 124 (54 percent) were classified
as category C, which require no EA. In fiscal 1995, category A projects were generally
concentrated in the agricultural, energy and power, transport, urban, and water sanitation sectors,
reflecting a fairly consistent sectoral distribution over the past three years.

To improve the effectiveness of EAs, the Bank has undertaken two reviews of EAs and is
integrating the lessons that emerge into its continuing EA practice. The second review was able to
assess the EA process in a more systematic and detailed fashion. It found improvements in the
institutional and operational strength of EAs and in the effort to link EA recommendations with
project preparation and implementation. The review concluded that the EA process is now firmly
rooted in the Bank’s normal business activity. An EA’s effectiveness in improving the
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environmental performance of a project largely depends on two factors: its quality in technical
terms and the degree to which it influences a project's conceptualization. design, and
implementation.

The second EA review found that as they learn from experience. the Bank and borrower
countries are improving the quality of EAs. This has been especially true in the past three years.
Direct and site-specific impacts are being identified and evaluated better in EAs for Bank-financed
projects within a broad range of sectors and geographical locations. EAs more consistently identify
and discuss fully the most relevant issues and impacts, providing a good basis for developing
sound mitigation plans and monitoring measures.

Cumulative impacts have proven more difficult to address, because they have indirect or
induced impacts. Most EAs focus on the direct impacts of a specific investment rather than on
these second ~ or third — order effects. Reasons for this may include insufficient guidance and
training on how to carry out such analysts, lack of attention to these aspects in preparing EA terms
of reference, and legitimate questions about the value of such analysis. considering the extra costs
involved and relative uncertainty about the validity of findings. Financial limtations in developing
countries may also play a role. Clearly, however, it 1s important to be aware of these factors and,
to the extent possible, to ensure that cumulative, indirect, and induced impacts receive the attention
they deserve.

Another important issue in environmental assessment is the need to integrate economic
and environmental analysis better. To date, few EAs have attempted to quantify environmental
impacts in economic cost-benefit terms.

Beyond simply avoiding and mitigating environmental harm, an EA can enhance project
design by considering alternative investments from an environmental perspective. To meet Bank
standards, EAs must compare systematically a project’s proposed design, site, technology, and
operational alternatives for their potential environmental impacts. EAs should also compare capital
and recurrent costs of each option, their suitability under local conditions, and their institutional,
training, and monitoring requirements. Ideally, EAs should quantify each alternative’s
environmental costs and benefits to the extent possible and attach economic values where feasible.

Considering sectoral investment alternatives adequately from an environmental
perspective is far more difficult than simply avoiding or minimizing the negative impacts of a
proposal. It is complicated by the fact that borrowers rarely require such an analysis of alternatives
in their own EAs. An in-depth analysis of alternatives, including economic analysis of
environmental costs and benefits, also requires specialized skills on the part of EA consultants, and
many countries and local consultants do not yet have this capacity.

Finally, timing may be a serious constraint when project preparation is not synchronized
with the borrowers’ planning process. In practice, many EA are carried out at a stage when the
major design and location decisions have already been made, and the main available alternatives
are either to go ahead with the project, perhaps with limited technological or operational changes,
or to abandon it completely. Although these “downstream” planning issues are important, because
they may alter the nature and significance of environmental impacts, EAs should ideally also
influence the “upstream” planning process. To address this need, the Bank is encouraging the use
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of sectoral and regional EAs to introduce environmental concerns before major decisions are
made.

The quality of EA mitgation. monitoring, and management plans has improved in the
past few years. These plans specify the measures and activities to be undertaken, explain how they
will be implemented, indicate their timing and duration, and identify costs, sources of funding, and
entities responsible for their implementation.

Many of the problems with these issues have not yet been fully resolved, however, and the
Bank is making an effort during appraisal and negotiations to finalize adequate plans and, in
particular, to resolve the issue of time in some projects. Further progress is likely with stronger
borrower EA requirements, improved borrower capacity to carry out EAs, and more targeted
follow-up by the Bank and other donors once draft EA reports have been submitted for review.

In some instances, the Bank's requirements have in themselves led to institutional
capacity building in preparing EAs and in preparing mitigation, monitoring, and management
plans.

Public consuitation plays a key role in identifying and assessing environmental impacts,
comparing alternatives, designing appropriate mitigation measures, and building local ownership
and participation into the development process. More borrowers are including substantive public
consultation as part of the EA and are gaining experience in designing meaningful consultation
processes. In many projects, consultations are becoming more open and interactive, using public
meetings or new approaches such as interactive television or radio. Consultations include not only
local NGOs or representatives of directly affected people but also the whole population in a
project area. The quality of EA work has improved significantly as a result.

In some projects, however, borrowers have found it easier to consult with local NGOs
than with affected communities, in particular with women and the poor. Some EAs, moreover, still
do not sufficiently document the consultation process and its results. Public consultation also
remains a challenge in countries whose governments have no similar requirements or cultural
traditions in this regard or whose local project and EA consultant teams posses insufficient social
science expertise.

To consolidate public consultation in EA, the second EA review suggested the following
measures:

¢ Implementing agencies in borrowing countries should be strengthened to the point
where they have sufficient institutional resources to plan and carry out consultations
with stakeholders. This requires a staff of qualified professionals in social and
communication sciences and a basic office infrastructure.

e Sufficient funds need to be allocated to finance the consultation process. The
implementing agency, not the stakeholders, should pay for the necessary equipment,
transport, and per diems. Financing institutions like the Bank may be able to help a
borrower country identify sources of funding, if needed.
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e The borrower agency or EA team should quickly analyze the project’s social context
to answer the following questions: Who are the relevant stakeholders? What are the
customnary institutional forms of decision-making in the country? What are the
customary forms of communication preceding decision-making?

* Borrowers should be encouraged to identify the appropriate areas and participants in
consultation. Not all groups need to be consulted on all details of a project, such as
purely technical decisions that do not require public input. However, on decisions
that intimately affect local living conditions. the interested communities should take
direct part in the decision-making process or make the decisions themselves.

Project agencies should work systematically to ensure that stakeholders are consulted at
the main stages of project preparation, particularly the scoping stage, before EA terms of reference
are finalized. The conclusions emerging from these consultations should be fed back to the
participants for verification.

The second EA review found that, to improve the environmental performance of projects.
EAs need to influence overall project preparation and implementation. Even high-quality EAs
sometimes lack this dimension and thus have little or no impact on the project. The environmental
assessment must be fully integrated with the overall project cycle during project preparation,
during negotiation of binding implementation agreements, and during project implementation
itself.

In the final analysis. project implementation tests EA effectiveness in two ways. It
reveals the extent to which the EA identified and accurately assessed a project’s actual
environmental impacts. It also reveals the effectiveness of plans and measures intended to avoid or
mitigate adverse impacts and to manage and monitor environmental quality. In the process, it
demonstrates the performance and capabilities of the institutions responsible for implementing EA-
related activities.

The second review of EA found that the general performance of Bank ~ financed category
A projects under implementation is above the Bank-wide average for investment projects; this is
encouraging because it suggests that projects subject to full EAs perform better than those not
subject to them, even if a direct causal link has yet to be established.

As Bank experience with environmental assessment evolves. important areas of work
continue to emerge that require innovative approaches. Among these are Bank work with sectoral
and regional EAs, EAs of private sector development projects, and financial intermediary lending.

Just as environmental assessments identify important environmental issues, social
assessments (SAs) analyze the social factors that affect development. Like EAs. SAs improve the
design and delivery of Bank-assisted projects and analytical work. They also provide a framework
for analyzing social factors and for defining the social content of Bank projects and economic and
sector work. Social assessment is carried out to order to (a) identify key stakeholders and establish
an appropriate framework for their participation in project selection, design and implementation;
(b) ensure that project objectives and incentives for change are acceptable to the range of people
intended to benefit and that gender and other social differences are reflected in project design; (c)
assess the social impact of investment projects and where adverse impacts are identified, determine
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how they can be overcome or at least substantially mitigated; and (d) develop capacity at the
appropriate level to enable participation. resolve conflict, permit service delivery. and carry out
mitigation measures, as required.

Incorporating SA into the Bank’s project cycle requires increasing the involvement of
stakeholders. In some cases, this can be done during project preparation, but in more and more
situations structured learning and SA participation are being built into the project itself.

. 7 , . . .
Some of the good practice lessons’ from the Bank’s recent experience with social
assessment are the following:

¢ SAs must be selective and strategic and focus on issues of operational relevance. Given
the range of social factors that potentially affect a project’s success. SAs must be tailored
to specific problems and situations.

e Good SA involves consulting with stakeholders and affected groups and collecting other
forms of data. Often projects are improved when issues are jointly assessed and agreed. or
when beneficiaries are given responsibility for identifying problems and solutions. Where
local participation in project design and implementation is expected. participatory
collection and analysis of data can build trust and mutual understanding early in the
project cycle.

e SA design is influenced by the degree of stakeholder involvement required and the
complexity of the issues addressed. Where social factors are complex and social impacts
or risks are significant, formal studies generally need to be carried out as part of project
preparation. Where initial uncertainty is considerable because of lack of awareness,
commitment, capacity, SAs contribute to the design of projects that are flexible and
responsive to change.

¢  Task managers need technical and financial support for SAs. Social issues are invariably
complex, and task managers need appropriate financial and technical support so that the
participatory process and social analysis do not become a source of frustration and delay.

Third: Building on the Positive Synergies between Development and the
Environment

The Bank's post-Rio agenda is to build upon the positive win-win links between
development and the environment. The Bank is therefore actively expanding programs that are
directed towards poverty reduction and economic efficiency and that are also beneficial for the

7 The Bank’s Social Policy and Resettlement division prepares the Social Assessment Guidelines that support existing
Bank policies on Resettlement, Indigenous Peoples, Cultural Property, and Gender by promoting an integrated
framework for incorporating participation and social analysis into the design and delivery of Bank-assisted
operations and analytical work. The guidelines briefly describe relevant issues — stakeholder involvement, levels of
participation, common poverty, participation and project success — and discuss steps in the social assessment
process and the range of available methodological tools. Further guidance on specific methods (Beneficiary
Assessment) and best practice examples of social assessment are available from the Bank’s Environment
Department.
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environment. Some examples are: the Bank’s lending to population activities rose to $1.2 billion
(for 14 projects) and for education to $8 billion (for 11 projects) in the four years since the Earth
Summit, and its support for energy efficiency and for water supply and sanitation has also been
increased.

The “Pollution Prevention and Abatement Handbook™ has been prepared by the Bank’s
Environment Department to provide guidance to World Bank and IFC staff and consultants who
are involved in pollution-related projects. The Handbook will progressively replace the 1988
World Bank Environmental Guidelines. It is to be used in the context of the Bank’s environmental
policies set out in OD 4.01, related documents and a new system of operational policies and Bank
procedures.

The Handbook promotes sustainable development by focusing attention on the benefits—
environmental and economic—of pollution prevention. including clear production and good
management techniques. The application of the guidelines set out in the Handbook can minimize
the use of resources as well as reduce the quantity of wastes requiring treatment and disposal.

The guidelines represent good pollution management practices which can be achieved and
maintained with the levels of skills and resources in the Bank’s borrowing countries. The Bank is
committed to strengthening management and technical skills and to supporting the development of
the necessary institutions. In the absence of relevant national regulations, the guidelines can
provide a basis for negotiating site-specific agreements between regulators and industry in those
countries.

Part I of the Handbook is under preparation. It will provide a guide to the key policy
issues related to pollution management.

Part II provides practical guidance on a wide range of sector-specific topics as well as
summaries of good practices in establishing site specific requirements, based on the experience in
World Bank projects and lessons from the policies and practices of other agencies and
organizations in this field.

Part II presents detailed requirements to be taken into account in the preparation of World
Bank industrial projects. It provides a point of reference for good operational targets and
acceptable emission levels to protect human health and the environment. It has three subsections:

* Anoverview of the characteristics of the principal pollutants.

e A brief description of the most common prevention and control technologies for a
number of important pollutants.

e Sector specific guidelines that provide a more detailed discussion of cleaner
production and pollution abatement for selected industry sectors.

Preparation of the Handbook is an on-going process. Consultations will continue to be
held with industry organizations, regulatory agencies and nongovernmental organizations (NGOs).
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The Bank also recognizes that poor people are often politically marginalized and
excluded from the decision-making and policy implementation processes. Local community
participation and consultation can change this by establishing the legitimacy of development
efforts and policies at the outset. building powerful constituencies for environmental stewardship.
and greatly improving the prospects for successful implementation. The key to effective change is
empowering the poor to break the vicious cycle of poverty, population growth and environmental
degradation. In this regard, participation by local communities and NGOs in project planning and
implementation can give a voice to the marginalized poor whose lives are affected by the
development process.

Fourth: Addressing Global Environmental Challenges

The Bank strategy is concerned with global environmental challenges. The Bank
partnership in the Global Environment Facility (GEF) is central to its efforts in this area.

Established in 1991 as a three-year pilot program, the GEF was created to address global
environmental issues in four focal areas, namely: climate change. ozone depletion. loss of
biodiversity, and international waters. Activities concerning land degradation as they relate to the
four focal areas are also eligible for funding. The GEF is jointly implemented by the United
Nations Development Program (UNDP), the United Nations Environment Program (UNEP), and
the World Bank.

The GEF is a financial mechanism that provides grant and concessional funding to
developing countries for projects and programs that protect the global environment in the above-
mentioned focal areas. A major objective of the GEF is to “leverage” global benefits from regular
bank projects that might not otherwise take these global concerns into account. The GEF covers
the difference (or increment) between the costs of a project undertaken with global environmental
objectives in mind, and the costs of an alternative project that the country would have implemented
in the absence of global environmental concerns. This facility is designed to transfer resources in
such a way as to enable governments to address global environmental concerns that otherwise
would be neglected and to assist countries in complying with the provisions of international
conventions or protocols that target global environmental problems.

In March 1994, negotiations were concluded to restructure the Facility and replenish its
Core Fund with over $2 billion in grant resources to be committed over a three-year period. Thirty
countries, nine from the developing world, have pledged over $2 billion. The contributions of
industrialized countries are based on the burden-sharing formula agreed for the pledged additional
voluntary contributions, while others will provide co-financing to the Facility.

The GEF has an Assembly, a Council, and a Secretariat. The Council is the main
governing body of the GEF. It is composed of representatives of 32 constituencies: 16 from the
developing world, 14 from industrialized zones, and 2 from countries with economies in transition.
The Council is responsibie for developing, adopting, and evaluating the operational policies and
programs for GEF activities.

The Assembly consists of representatives of all participating countries. This body, which

meets every three years, is responsible for reviewing the general policies of the Facility. Its Chair
is elected from among the participants, and all decisions are reached by consensus.
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The Secretariat services and reports to the governing Council and the Assembly. It is
headed by the Chief Executive Officer of the Facility, who 1s appointed by the Council on the joint
recommendation of the Implementing Agencies.. The Secretariat is functionally independent but
supported administratively by the World Bank.

Countries can obtain GEF funds if they are eligible to borrow from the World Bank
(IBRD and/or IDA) or receive technical assistance from UNDP through its country Indicative
Planning Figure (IPF). The goal is universal membership. As of June 1996, there were 156
participating countries. Any member state of the United Nations may become a GEF Participant
by depositing with the GEF Secretariat a Noufication of Participation. This form is annexed to the
mstrument establishing the GEF.

Pursuing poverty alleviation and environmentally sustainable development successfully at
the national level depends on preserving the regional and global commons. such as internationally
shared water resources. Although actions need to be taken locally, and should be part of national
development strategies and programs, problems that traverse national borders often need to be
addressed cooperatively with other nations. This is particularly true in the case of transboundary
water resources (see the box); efforts to preserve quality of water and ecosystems related to such
resources require regional solutions to address global concern for sustainable use of water
Tresources.

The challenge for the Bank is to work with governments to ensure that regional and global
objectives are integrated into national environment and development policies. The Bank seeks to
do this, on the one hand, through its own regular lending programs. On the other hand, the Bank is
the implementing agency of an important global financing mechanism: the GEF.

The four fold agenda of the Bank is a big agenda. As the President of the World Bank
Group, Mr. James D. Wolfensohn stated:

At the World Bank we regard the promotion of environmentally
sustainable development as one of our fundamental objectives.8

Mr. Wolfensohn further elaborated on this issue in his address to the Board of Governors,
October 10, 1995:

We must heed the warnings of the Rio Earth Summit and act to protect
the world for our children ... without environmental protection,
development can be neither lasting nor equitable. My commitment to the
task is unequivocal.

% See: Foreword by James D. Wolfensohn, President, The World Bank, to: Fi inancing Change. The Financial Community,
Eco-Efficiency, and Sustainable Development. Stephen Schmidheiny, Federico J.L. Zorraguin with the Worid
Business Council for Sustainable Development, The MIT Press, London, England, 1996.
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Toward Environmentally Sustainable Development in
Sub-Saharan Africa—A World Bank Agenda o

Environmental Issues and Challenges. More than any other part of the world.
Sub-Saharan Africa relies on its environmental resource base, from both an
economic and a social perspective. Its environment, however, is at risk for a
number of interdependent reasons.

Heavy reliance on natural capital. Most economies in Sub-Saharan Africa depend
heavily on their natural capital. About two-thirds of the population lives in rural areas and derives
its main income from agriculture. African countries consistently identify land degradation,
deforestation, lack of access to safe water, and loss of biodiversity compounded by climatic
variability as their major environmental concerns.

Extreme poverty along with very fast population growth. Poverty is both a cause and a
result of environmental degradation. Of the thirty poorest countries of the world, twenty-one are in
Africa. The entire region had an average income level of about $520 per capita in 1993 and a
negative (-0.8 percent) per capita income growth rate from 1980 to 1993. The extreme poverty is
exacerbated by a demographic explosion unprecedented in human history, with a current annual
average growth rate of about 3 percent.

Urbanization and migration. Sub-Saharan Africa is the fastest urbanizing region in the
world. Thirty years ago only one city had more than a million inhabitants; by 1990, eighteen cities
had attained that size. Although cities provide many economic opportunities, they also confront a
range of environmental problems: the inadequacy of physical infrastructure and services, the health
consequences of crowding and increased exposure to concentrated wastes, unsustainable
consumption of resources, and increasing settlement on ecologically sensitive areas. Much of the
continent’s urban population already lives in coastal cities, and African coasts are attracting
increasing numbers of people. As a result, coastal zones are often affected by a wide range of
interdependent environmental issues relating to agriculture, forestry, and fisheries and water
management at the interface between marine and freshwater ecosystems, as well as infrastructure,
urban, and industrial development.

Sub-Saharan Africa contains about 35 million transnational migrants, including some 4
million refugees. These population movements, which are likely to grow, put tremendous strain on
traditional social fabrics and concentrate the environmental pressure in certain hot spots.

Evolution to market economies unsupported by environmental policies and regulations.
Most countries in Sub-Saharan Africa are evolving toward a market economy with an increasingly
selective role for the public sector. In parallel, many countries are pursuing economic adjustment
to redress macroeconomic distortions. This evolution will promote economic growth and holds
great potential for improving environmental management, provided that appropriate environmental
policies and regulations, including the use of market-based instruments, are in place and
enforced—which is not yet the case for most countries in Africa.

9
This has been derived, with the permission of the authors, from: “Toward Environmentally Sustainable Development in

Sub-Saharan Africa. A World Bank Agenda.” World Bank, Washington, D.C., 1996. Messrs. Francois Falloux,
Jan Bojo and Robert Clement-Jones prepared the original report that is the basis for this book.
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Political transition in an extremely fragmented continenr. Most of sub-Saharan Africa is
in political transition. The change to more open societies has a positive impact on the environment
because, in countries progressing toward political pluralism, decisionmaking becomes
decentralized and people are empowered in managing their natural resources. Conversely,
countries suffering from political breakdown and civil strife suffer high environmental costs.

The extreme political fragmentation of the continent and the lack of effective mechanisms
for regional cooperation hamper environmental management. The current division into forty-eight
countries makes it difficult to address subregional issues, such as the management of watershed for
the major river basins, the conservation of marine and coastal ecosystems. and the protection of
primary rain forest. It also limits the capacity of each government to deal with its own country’s
environmental concerns.

All these constraints are interdependent and make sustainable development difficult to
achieve. Poverty and high population growth often induce land degradation and deforestation.
which lead to growing food insecurity and loss of biodiversity. The severity of these mutually
reinforcing constraints is compounded by low investment in human capital, which often forces
individuals to continue to rely on their own unskilled labor and on short-term exploitation of
natural resources as the only ways to survive.

In the next three decades, population growth, migration. and settlement will dramatically
change the face of Sub-Saharan Africa. By 2025 the population of Sub-Saharan Africa will total
more than a billion people and be growing, with resulting increases in food requirements and
environmental pressures. Urbanization will persist; by 2025 the urban population 1s expected to
reach about 700 million, more than half of Sub-Saharan Africa’s population.

It is under these circumstances that African countries must make their transition to
Environmentally Sustainable Development (ESD). Specifically. they will face six major
environmental challenges: achieving food secunty; facilitating a demographic transition to a more
stable population level; influencing mgration toward a better distribution of the population;
making urbanization sustainable; managing energy, water. and other natural resources in an
integrated and sustainable fashion; and speeding development of modem education. information.
and communication systems.

Lessons from World Bank Experience. A review of the World Bank’s
experience in integrating environmental concerns into its assistance to African
countries has produced ten main lessons.

e Local environmental planning through National Environmental Action Plans (NEAPs),
or equivalent, raises environmental awareness, introduces new environmental policies,
and builds institutional capacity.

e  Parallel environmental planning in the World Bank through country environmental

strategy papers is instrumental in defining the World Bank’s environmertal work in many
Sub-Saharan African countries.
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Promoting ESD requires greater consistency between the World Bank’s
recommendations on macroeconomic policy and those on environmental management.

Addressing environmental issues requires cross-sectoral and transboundary approaches
and operations, as well as more attention to subregional ecosystems rather than to
individual sectors.

Integrating environmental considerations in investment lending is essential for all sectors
since investment lending represents the major part of the World Bank’s portfolio.

Because adjustment lending corrects price and policy distortions, it is a powerful
instrument for improving environmental management. provided that environmental
policies are incorporated and measures are adopted to avoid potential negative
environmental impacts.

The World Bank’s environmental investment lending, although representing only about
10 percent of the portfolio. requires special attention because it is targeted to institutional
development and capacity buiiding, the foundations of environmental management.

Environmental assessment is an essential tool in project design but needs to be used
more systematically and effectively: it should be better integrated in the economic
analysis of projects, apply to entire sectors, and incorporate geographic information.

The Global Environment Facility (GEF) is a key instrument to leverage support for
global environmental issues and pioneer new approaches to adopt win-win solutions at
the national and subregional levels.

Although the World Bank has significantly increased its environmental capacity, it still
needs to invest more in environmental training to fully integrate environmental concerns
in its development assistance.

A Proposed Agenda for the World Bank. The World Bank’s agenda aims at
better assisting African countries in their transition to eso, which is a critical
ingredient for reducing poverty—the World Bank's overarching goal in Sub-
Saharan Africa. The agenda focuses on the poorest segments of society, who are
currently both victims and key agents of environmental degradation. It also
focuses on gender issues, since in Africa women play a greater role in
environmental management than in any other region of the world.

While reflecting the World Bank's continued environmental commitment during
the past decade, the agenda aims to integrate the environment further into the
development process. The agenda is anchored in the above lessons and good
practices experienced in World Bank operations.

It has been conceived within the guiding principles of the World Bank's Africa
Region: to incorporate the views of Africans and assess their priority demands,
to select actions with the highest potential for success, to improve cost-
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effectiveness. to monutor results for quick feedback. and to develop partnerships.
The agenda identifies thrce overall objectives.

Achieve food security and improve rural income while conserving ecosystems through
intensified but sustainable agriculture built on two types of improvements: soil fertility
management through the use of increased organic and inorganic ferulizer and erosion control
techniques and integrated pest management. Improving the security of access to land and other
natural resources will require special attention.

Increase emphasis on urban environmental management to meet the demands of a
rapidly growing urban population for safe water. sanitation. waste management services, and air
pollution abatement.

Develop human capiral both by emphasizing primary education—particularly for girls
and with greater attention to environmental knowledge and its practical application—and by
strengthening public and private capacity for environmental management. These measures will also
facilitate the essential demographic transition to lower population growth rates. combined with im-
proved health and family planning services. Meeting these broad objectives will require actions on
several fronts.

e Help countries develop their capacity for environmental management through
institutional reforms to foster stakeholder participation and decentralization of
decisionmaking, policy measures that balance regulatory mechanisms and legal reform
with market-based instruments, investments in priority areas, and donor coordination.

e Combat inconsistent sectoral approaches by addressing cross-cutting issues in a
coordinated manner, such as the integrated management of coastal zones, water
resources, energy, and rural infrastructure.

¢ Enhance information and communication through improved collection of data, more
systematic use of environmental and geographic information systems and electronic
networking, and improved communication through the media.

e Focus on areas under greater environmental pressure. such as certain coastal zones,
tropical forests, major urban areas, critical watersheds. and biologically diverse
ecosystems.

e  Address global environmental challenges by supporting the international conventions on
desertification, climate change, and biodiversity, as well as efforts to reduce pollution of
international waters. This would be achieved through the strategic use of the GEFto
leverage conventional lending.

A Plan of Action. To implement this agenda, the World Bank has already started
the following plan of actions:

Help African countries pursue environmental planning as a participatory process at the
national and local levels. The World Bank will provide support to update the first generation of
National Environmental Action Plans (NEAPs) and to translate their NEAPs into local
environmental action plans.
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Promote national environmental support programs to implement NEAPs. Several
countries have prepared their programs, which are now being implemented with financial support
from the donor community.

Develop the environmental content of investment lending. The necessary creation of
national environmental agencies needs to be complemented with the development of environmental
capacity at the sector level. The World Bank's initiative to base its support on integrated sector
programs provides such capacity.

Create a regional network to better coordinate donors assistance in addressing soil
Sertility problems more effectively. This network should monitor soil fertility through land quality
indicators, identify critical areas. mobilize financial sources, promote awareness of land
degradation, promote programs to enhance soil fertility, and support research.

Incorporate environmental concerns in adjusntlent lending more systematically and
Jorcefully. Special effort will be made both to carry out environmental assessment of adjustment
operations and implement mitigation plans.

En/lance the capaciry to prepare and manage cross-cutting operations to complement the
sectoral approach. Several new types of environmental programs have started to deal with issues
such as integrated coastal zone management and transboundary environmental problems.

Strengthen environmental training public information and communication. Capacity
building will be essential to firmly establish new cross-sectoral environmental agencies as well as
environmental units in the sectoral ministries. Training will be equally important for the private
sector and nongovernmental organizations (NGOS). Public information and communication on
environmental matters will be supported.

Develop financial instruments to effectively finance ESD. More specifically, the
Institutional Development Fund should be adjusted and expanded to help establish transboundary
mechanisms to deal with subregional ecosystems. The fund should also be open to supporting
NGOS directly as financial intermediaries to reach local communities without necessarily
involving governments.

To implement the above plan of action, the World Bank will further integrate the
environment in its internal instruments and procedures and enhance its environmental capacity. in
particular, the Bank will

o Integrate the environment in country assistance strategies. Similar efforts are planned for
public expenditure reviews, poverty assessments and country economic memoranda.

e  Use environmental assessments to design a larger number of projects, sectoral programs,
and adjustment operations so as to select the best alternative in terms of sustainable
development.

* Invest in environmental training, particularly for staff not involved in environmental
work.
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e Improve internal environmental staffing. organization. and networking. All relevant units
will be equipped with adequate environmental staff, which will constitute departmental
and regional environmental networks and be linked to clients’ and partners’ networks.

e Develop environmental information systems and expand them systematically to the
overall environmental portfolio as well as to sector lending with environmental
components.

e Enhance environmental partnerships and networks both within the World Bank Group
and with a broad range of external institutions, particularly those in Africa.

e  Monitor the implementation of the plan of action and issue periodic assessments of
progress.

While dealing with the overall region. the plan will focus on the environmental priorities
of each of the six subregions.

Sudano Sahelian Belr. Within the new context of implementing the United Nations
Convention on Desertification (the Desertification Convention). the World Bank will support
national programs addressing drought preparedness, integrated water resource management. and
sustainable fuelwood supply, with special attention to sanitation and waste management.

H umid West Africa. Focus on implementing integrated coastal zone management
(particularly from Cote dIvoire to Nigeria), conserving the remaining primary rain forest, and
protecting the high watersheds of major river systems (particularly in Guinea and Sierra Leone).
Because about a third of the population in the subregion lives in coastal zones. special attention is
required to improve urban and industrial environmental management.

Congo Basin. Focus mainly on conserving the second largest contiguous primary tropical
rain forest in the world by monitoring its evolution and planning its sustainable use. The World
Bank is preparing a project for enivironmental monitoring in the basin to be financed by the GEF.
Attention will also be paid to coastal zones, particulary in areas with intense urban development.

East Africa. Focus on reversing land degradation through erosion control, agroforestry,
and intensive sustainable agriculture while helping preserve the region’s unique biodiversity.
Major cities will also need suppoort to improve urban environmental managment, particularly in
the coastal areas.

Southern Africa. Focus on pollution control and improved urban living conditions, which
are essential in this highly urbanized region. In the countryside, efforts should balance the
conservation of biodiversity and more sustainable agriculture. These measures will help achieve
food security and land reform, soil conservation and rehabilitation, adjustment to drought and
climatic variability, and integrated water resource management. Support to integrated coastal zone
management will also be required, in particular in Mozambique.

The Islands of the Indian Ocean. Focus on reversing land degradation while intensifying
efforts to protect the unique biodiversity in Madagascar. Control of pollution from urban and
industrial development will be a priority on the small islands to make such development
compatible with booming tourism.
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World Bank Organizational Responsibilities for
Environmental Activities

The World Bank’s formal structure for carrying out environment-related activities
consists of a central Environment Department. Regional Environment Divisions (REDs), and a
growing number of environmental units within country departmems.lo Following the Africa
Region’s recent reorganization, the Region 1s now served by an Environment Group that both
manages the environmental projects and programs and monitors the Region’s environmental
performance. The Bank’s Legal Department has its own Environmental and International Law
Unit (LEGEN), and the Economic Development Institute (EDI) emphasizes environment as a
major cross-sectoral theme in its training activities for borrowing countries. In addition, senior
specialists with environmental expertise are increasingly being integrated into operational units.

The Environment Department is located in the Vice-Presidency for Environmentally
Sustainable Development (ESD), along with two other departments, the Agriculture and Natural
Resources Department (AGR) and the Transportation. Water and Urban Development Department
(TWU). The mandate of ESD is to help develop an effective response to three environmental
challenges: (1) the challenge of food production. requiring a major new effort to enhance rural
development and agricuitural productivity; (2) the challenge of urbamization, requiring special
efforts in urban management, mobilizing more affordable housing and utility services, and
controlling pollution to create a healthy urban environment; and (3) the challenge of natural
resource and ecosystem management. including biodiversity protection and wetlands management.
ESD is a policy-oriented, interdisciplinary group that is responsible for planning, formulating, and
coordinating the Bank's overall environmental policies and approaches. It recommends
environmental and social policies, initiatives, guidelines, and standards to Bank management.

The Environment Department has four divisions: the Land, Water, and Natural Habitats
Division (ENVLW); the Pollution and Environmental Economics Division; a new Social Policy
and Resettlement Division; and the Global Environment Coordination Division (the coordinating
unit for all GEF investment projects managed by the Bank, as well as projects implemented with
resources from the Multilateral Fund for Implementation of the Montreal Protocol).

The Environment Department works closely with regional operations and technical
departments, particularly with the REDs, as well as with the Legal Department in the
implementation of Bank policy. It provides policy interpretation and strategic guidance, assists in
the preparation and analysis of country and sector environmental strategies and action plans, and
identifies best practices and practical means of project implementation. The department also works
with the regional Technical Departments to ensure that the social and environmental assessment
process is effectively integrated into the Bank's decision-making and to support the development of
effective environmental institutions in borrowing countries.

The Environment Department strives to integrate environmental concerns into the Bank's
activities through cross-sectoral and cross-regional policies, to ensure that policy and operational
directives and guidelines will be applied consistently across different geographic regions. It also
helps in transferring experience gained from one region to another, initiates the development of

'*See: Fig. 6 Formal Environmental Structure of the World Bank.
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standards and guidelines, and monitors and prepares an annual review on the EA process
throughout the Bank.

The Environment Group 1n the Africa Region works closely with the Country Directors
and the Country Teams. They have a review and clearance responsibility for environmental
assessments and support the preparation of environmental action plans. They also provide
specialized project support when such support is required by the country teams.

Collaboration between the Environment Department and the External Affairs Department
is growing and will continue. Areas for cooperation include following up on UNCED, monitoring
environmental concerns of Bank policy interest in major international forums. and strengthening
communications with the international community generally, NGOs, and the public at large.

The Legal Department. through LEGEN, provides advice on the legal and institutional
framework for environment and natural resource management both in sector work and in specific
operations. It also provides advice on all legal issues ansing under the GEF and other
environment-related programs.

The Operations Evaluation Department (OED) plays an important role in the
environmental agenda of the Bank. Although the OED does not have an environmental division as
such, selected projects are evaluated for their environmental impacts in various sectors within the
OED, and the department has undertaken several specific environmental case studies. The
Economic Development Institute (EDI) and the International Finance Corporation (IFC) each have
an environmental program and responsibilities. IFC provides oversight of environmental and social
issues for MIGA.

World Bank Project Cycle

Economic development 1s a complex process, and progress can be reflected in a number
of indicators: GDP, health, literacy, consumption levels, and so on. Correspondingly, there is no
single definition of the project concept, and no single archetype for a development project.
Nevertheless, projects have certain elements that define them: a set of acions to be accomplished,
a managerial system to be activated, and a set of goals to be achieved. Over the years, therefore, a
project“ has come to mean a set of interrelated events designed to achieve, within a specific
period and a given budget, defined objectives for: (1) increasing, rehabilitating, maintaining better
or using fully the productive capacities of economic or social infrastructure; (2) strengthening local
institutions concerned with preparing, implementing, or operating such projects through technical
assistance and training; or (3) providing services related to such expenditures (such as for design,
engineering, supervision of construction, or other assistance in implementation).

The World Bank has played a key role in developing and applying the project concept.
The Articles of Agreement adopted at the Bretton Woods conference in 1944, on which the work

! For the purpose of this publication, we can offer the following definition of a project: “*a discrete package of
investments, policy measures, and institutional and other actions designed to achieve a specific development
objective (or set of objectives) within a designated period.” This definition is form : Baum, W.C. and S.M. Tolbert
(1985), Investing in Development: lessons of World Bank experience , World Bank/Oxford University Press, New
York.
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of the World Bank rests, stipulate that “loans made or guaranteed by the World Bank shall. except
in special circumstances. be for the purpose of specific projects of reconstruction and
development.”

The World Bank’s project cycle concept recognizes several distinct stages in project
preparation and implementation, and several different viewpoints from which the outcomes of
projects may be judged. The Bank's procedures form an integrated approach to deciding what to
do, how to do it, where resources will come from, how to deliver and manage the products of the
project. and how to integrate lessons learned into preparing and designing future projects. The
Bank's procedures provide a way to analyze the effects of a project from all points of view: those
involved in the project, the economy at large, the institutions that will implement the project, the
natural and social environment for the project. The Bank's procedures are concerned that the
project design is economically and technically sound. considering not only the engineering or
strictly technical aspects of design, but also the management and financing systems, institutional

. . . oL . 12
capacity for implementation and the overall sustainability of the project's outcomes.

Borrowing countries have full responsibility for the design, preparation, and
implementation of individual projects, but the World Bank is deeply involved in each of these
stages. Once a project has been identified as having a high priority and being able to contribute
significantly to the economic development of the country, it undergoes intensive preparation and
analysis by the borrower and the Bank to ensure that it is of sound design, is well organized, and
measures up to standards of economy and efficiency. This process of project identification,
preparation, appraisal, negotiation and loan approval. implementation and supervision, completion
and evaluation, is referred to as the project cycle."

Experience has shown that for an investment to be successful. the project must be owned
by the borrower and built in partnership with the Bank. How the task managers, both on the
borrower’s and the Bank’s side, manage this complex task, develop participatory approaches and
integrate the different interests involved in project development will to a great extent determine the
positive outcome of the project.

The full integration of environmental concerns in the regular operation of a proponent
agency requires an understanding of both likely substantive technical issues and project processing
procedures for integrating these issues. The process that has evolved to achieve this integration is
known as EA (or project and environmental impact assessment preparation, and their subsequent
environmental review) and the underlying principle is that the earlier an EA is undertaken for a
proposed project and findings are integrated into project design, the better the overail project
result, including the environmental result.'* Therefore, EA is to be synchronized with the project
cycle, from identification through to implementation and evaluation.

The following discussion describes the place of environment in the traditional project
cycle. New streamlined procedures are being put in place in the Africa Region and may be

™ There are four steps that GEF projects go through that are different from Bank projects. First, the concept is reviewed
for GEF eligibility. Second, an independent technical review is conducted. Third. the project must be reviewed by
the GEF Operations Committee and the GEF Council for entry into the GEF work program. Fourth, the project is
reviewed a second time by the GEF Council, culminating in GEF CEO endorsement.

13 See: Fig. 7 World Bank Project Cycle; see also Fig. 7A, 7B and 7C.

!4See: Fig. 8 EA at the World Bank.
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followed elsewhere in the Bank. Environmental concerns will be fully addressed by these new
procedures, which are based on Bank policies and on the country assistance strategies whose goal
is environmentally sustainable development.

Identification

The first phase of the project cycle - identification ~ usually is based on background
information developed through country economic and sector work. Although only governments
can propose projects for financial assistance, identification can come from several sources.
including Bank identification missions. the work of other United Nations agencies, or even private
sponsors in some cases. However. for the project to be formally identified as a priorty investment
and included in the Bank's multi-year lending program or “pipeline” of projects, it must have the
provisional support of both the borrowing country and the Bank to ensure that its objectives are
shared by both. A sound project idea should address a key development need, meet the Bank's
basic development and investment criteria, and be “owned” by the borrower and stakeholders.

The Bank’s task manager (TM) acts within a project cycle as a technical facilitator.
explaining the Bank’s procedures and processing requirements and outlining how the Bank and
other donors can provide assistance. The TM is responsible for the quality of the project at
identification and for maintenance of quality throughout the process.

This identification stage may last several weeks or months. It ends when the Initial
Executive Project Summary (IEPS) is completed and has been reviewed within the Bank. Duning
identification, all projects also are environmentally “‘screened” by Bank staff — that is, they are
assigned to an EA category which should be approved by REDs. In screening, the Bank's TM and
the Borrower review the project to determine the nature and extent of the environmental and social
issues potentially involved and, thereby, the scope of further EA that is needed. Summary
information of these initial findings is made available to the public through the Monthly
Operational Summary (MOS), which contains information on all proposed Bank-financed projects.
and, for projects requiring a full EA, an annex of environmental data sheets. The Project
Information Document (PID), which sets out basic information on the project’s objectives,
rationale, design, and environmental and social aspects. is made available to the public through the
Bank’s Public Information Center.

Preparation

Preparation begins when the Bank and borrower agree on project objectives. The process
of preparing a project entails developing an idea into a detailed proposal that considers all aspects
of the project - technical, economic, financial, social, environmental and institutional. The goal is
to come up with the best method to achieve the project’s objectives, by comparing alternatives on
the basis of their relative costs and benefits.

Responsibility for project preparation, which can last for 6-18 months, rests primarily

with the borrower. The Bank has an obvious interest and tries to ensure that the work is done
properly.
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The Bank’s TM plays a pivotal role by helping the borrower prepare terms of reference
(TOR), identify consultants, arrange funding for technical studies. EAs and so on. To a large
extent, the quality of intervention and the attitude of the TM determine the outcome of quality at
entry. The TM must conduct at least one mission to review the borrower’s preparation progress
and to provide technical or institutional assistance. This will avoid any last-minute modifications
that might be needed to meet the Bank’s basic requirements, including environmental and social.

The borrower is expected to complete the EA for Category A projects during the
preparation stage. The EA examines possible environmental problems and follows the schedule
established in the interagency meeting. When preparation is complete, the borrowing country
government sends the project documents and EA report to the Bank. The EA report for a category
A project (and a category B project that requires a separate report) must be formally submitted to
the Bank prior to departure of the appraisal mission.

The TM informs the borrower of the need to have the EA Report submitted 1o the Bank in
English, French or Spanish. The requirement for an Executive Summary, to be prepared in
English, should be specifically called 1o the borrower’s attention. The TM also (i) agrees with the
borrower on EA procedures: EA schedule; EA Report Qutline; and the scope of the EA; (ii)
obtains borrower’s permission for releasing EA Report to EDs; (iii) assists the Borrower in
drafting TORs for the EA (ensuring that the TORs provide for adequate interagency coordination
and consuitation with affected people and local NGOs) and with EA financing; and (iv) advises
that once the EA Report is made public locally and officially received by the Bank, 1t will also be
made available at the PIC.

When a project is classified as category A, a full-scale EA is undertaken, resulting in an
EA report. Category B projects are subject to a more limited EA, the nature and scope of which is
determined on a case-by-case basis. The main components of a full EA report are the following:

Executive Summary: The Executive Summary should consist of a concise
discussion of significant findings of the EA and recommended actions in the project.

Policy, Legal and Administrative Framework: Discussion of the policy, legal
and administrative framework within which the EA is prepared. The environmental
requirements of any cofinanciers should be expiained.

Project Description: In this section, staff should provide concise descriptions of
the project’s geographic, ecological, social and temporal context, including any off-site
investments that may be required by the project. such as dedicated pipelines. access roads,
power plants, water supply, housing and raw material and product storage materials.

Baseline Dara: For EA purposes, baseline data includes an assessment of the
study area’s dimensions and a description of relevant physical, biological, and
socioeconomic conditions, including any changes anticipated before the project begins,
and current and proposed development activities within the project area, even if not
directly connected to the project.

Impact Assessment: This section includes identification and assessment of the
positive and negative impacts likely to result from the proposed project. Mitigation
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measures. and any residual negative impacts that cannot be mitigated. should be
identified. Opportunities for environmental enhancement should be explored. The extent
and quality of the available data . key data gaps. and uncertainties associated with
predictions should be idenufied/estimated. Topics that do not require further attention
should be specified.

Analysis of Alternatives: A key purpose of EA work is to assess investment
alternatives from an environmental perspective. This is the more proactive side of EA-
enhancing the design of a project through consideration of alternatives, as opposed to the
more defensive task of reducing adverse 1mpacts of a given design. The Bank’s EA OD
calls for the systematic comparison of the proposed investment design, site. technology,
and operational alternatives in terms of their potential environmental impacts. capital and
recurrent costs. suitability under local conditions. and institutional, training and
monitoring requirements. For each alternative, the environmental costs and benefits
should be quantified to the extent possible. economic values should be attached where
feasible. and the basis for the selected alternative should be stated. '

Environmental Management Plan (EMP): An EMP consists of the set of
measures to be taken during implementation and operation to eliminate, offset. or reduce
adverse environmental impacts to acceptable levels. The plan identifies feasible and cost-
effective measures and estimates their potentual environmental impacts. capital and
recurrent costs, institutional strengthening and development. and training and monitoring
requirements. The plan should provide details on proposed work programs and schedules
to help ensure that the proposed environmental actions are in phase with construction and
other project activities throughout implementation.  The plan should consider
compensatory measures if mitigation measures are not feasible or cost-effective.
Environmental monitoring specifies the type of monitoring, who will do it, how much it
will cost. and what other inputs, such as training, are necessary.

Appraisal

After project preparation has been completed by the borrower, the Bank reviews the
proposals and undertakes a project appraisal. There 1s a comprehensive review of the technical,
economic, financial, environmental and institutional aspects of the proposal. It is conducted by
Bank staff, sometimes supplemented by outside consultants. Bank staff also reviews the EA
findings and prepare a draft Staff Appraisal Report (SAR) and a Final Executive Project Summary
(FEPS) that discusses how the borrower will address social, environmental and other issues.
Appraisal can take 2-3 months.

When Bank staff go to the borrowing country to appraise the project they: (i) review
procedural and substantive elements of the EA with the borrower; (ii) assess the adequacy of the
institutional responsibilities for environmental management in light of the SA findings; (iii) ensure
that the environmental management plan (EMP) is adequately budgeted; (iv) determine whether
the EA’s recommendations are properly addressed in project design and economic analysis: and
(v) review the borrower’s Project Implementation Plan (PIP) to ensure that it incorporates the EA’s
findings and recommendations, including the EMP. The Bank team decides whether and how to
fund the project and then revises a draft SAR to reflect findings of the appraisal mission, which
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also includes evaluation of the EA report and 1its findings, and the understanding reached during
the appraisal mission. The SAR also discusses significant environmental and social impacts, and
normally contains an environmental annex when the issues are significant. Bank management must
approve the SAR before loan negotiations may begin.

Cofinancing may be provided by bilateral aid agencies, regional development banks,
export credit institutions, or commercial banks. These and other details of the project are outlined
in an appraisal report.

Negotiations and Board Approval

After the appraisal mission returns and the appraisal report is issued and reviewed. formal
loan negotiations begin between the Bank and the borrower. Both sides must agree on the
conditions necessary to ensure the project’s success, including detailed schedules for
implementation.

It is increasingly important to transfer EA findings and recommendations into appropriate
language for environment-related conditions, covenants and implementation schedules in the legal
agreements. For this particular purpose, several effective options are available:

(i) Conditions for loan negotiations, Board approval or effectiveness. This
approach limits flexibility and thus implies certain risks. However, it may be the best way
of ensuring appropriate progress up to the point of effectiveness, and of creating a sense
of momentum that carries over into project implementation.

(i) Condirions for disbursemen:. While Bank’s leverage is reduced as projects
proceed with their implementation, conditioning disbursement on the achievement of
certain key environmental milestones still carries considerable weight. When subprojects
that may be environmentally sensitive are only identified or respective project-specific
EAs finalized after project approval, as is frequently the case in sector loans or
programmatic operations, it is necessary to condition disbursement on the completion and
review of EA reports.

(iii) Dated covenants. They are used rather frequently and usually relate to
borrower’s management decisions. As a result of these covenants. the Bank supervision
could effectively address problems and delays in the areas in which implementation
performance improved. Covenants have the advantage of bringing key issues to the full
attention of both Bank supervision staff and the implementing agencies on the borrower
side;

(iv) Reference to the EMP and other EA-related measures as described in the
SAR. In this case, the legal agreement simply states that these measures will be
implemented as described in these documents. As the SAR lacks legal status, the
effectiveness of this approach depends on the quality and clarity of these measures
described in the SAR and the commitment of the borrower to implement the project along
those lines.
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(v) Inclusion of environmenial objectives and particular activities derived from
the EA as part of the Description of the Project under Schedule 2 in the legal agreement.
This approach is useful insofar as it underscores that the environmental aspects are
considered an integral part of the project. on an equal footing with other components. It
is also a most useful place for providing a detailed timetable to carry out the required
activities as well as the EMP. Again, borrower’'s commutment and timely Bank
supervision should also ideally be reinforced by covenants and conditions in the main
sections of the legal agreement.

(vi) General statemen:. This is common approach that provides a standard.
general statement to the effect that the borrower commits itself to follow appiicable
national environmental regulations and/or international standards and practices acceptable
to the Bank. This is often used in combination with one or more other options. To the
extent that borrower implementation and enforcement are in place. this may be sufficient.
However, such a statement alone may lack the clanty of an EMP and may make
supervision and performance evaluation more difficult.

It has emerged from the Bank experience that a key condition for effective environmental
implementation is the extent to which there are clear and specific environmental deliverables and
performance indicators in the EMP and PIP, inciuding adequate budgeting and specificity about
financing of environmental measures, and associated environmental clauses in loan agreement and
contract documents. When this is not the case. there is frequently less commitment on the part of
the Borrower and its implementing agencies; it is more difficult to supervise projects in terms of
their environmental aspects; the supervision is less effecuve in terms of influencing the subsequent
course of implementation; and there is generally less environmental information in supervision
reports. Lack of specific environmental clauses also makes it more difficult for implementing
agencies and contractors to know what is expected of them.

The agreements, including procurement arrangements. are formalized in loan documents,
which are submitted to the Bank's Executive Directors for approval. After approval, the loan
agreement is signed by the Bank and the borrower and thus becomes a legal obligation of both
parties.

The Bank and the borrower agree on remaining environmental issues and actions to
ensure that the project is environmentally sound. Environmental conditions are incorporated in
loan documents where necessary. The Bank ensures that the bidding documents and contracts
incorporate appropriate measures to protect the environment. Consistent with economy and
efficiency in the execution of the project, the contractor must prevent. minimize or mitigate
environmental damage during all project implementation activities.

Implementation and Supervision

After the loan is approved. funds are made available to implement the project and
purchase the items, works, and expertise needed. Implementation of the project, including
procurement of goods and services, is the responsibility of the borrower. The World Bank is not a
party to any contract, but it does require that procurement follow agreed procedures as reflected in
the legal documents.
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The purpose of the Bank's supervision of the implementation of the projects it finances is
to help ensure effective project execution by identifying and dealing with problems and tssues as or
before they arise. As a lending and development institution. the Bank must. on one hand, monitor
progress in implementation and compliance with loan conditions. ensuring that loan proceeds are
used only for the purpose of the project. and on the other hand, must also help the borrower obtain
the greatest benefits from its loans, in particular by identifying and assisting in the resolution of
operational and managerial problems. Should borrowers fail to respect their obligations. the Bank
may stop loan disbursements, cancel the loan, or request early repayment.

Strong Bank supervision of EA-derived aspects is essential throughout the project cycle
because the institutional framework as well as the project itself can change over time, and because
Bank expertise and leverage may help resolve critical bottlenecks. The Bank should be more
flexible in the frequency and timing of supervision in accordance with the relative seriousness of
the problems observed during implementation as well as it should make every effort to maintain
contacts with local implementation offices between supervision missions. The Bank may also
require periodic progress reports from the borrower that discuss compliance with environmental
mitigation measures.

Evaluation

Once the project is completed and the loan is fully disbursed. the Bank undertakes an
independent evaluation. It compares actual resuits with what had been expected when the project
was begun. Valuable lessons are learned over time from the successes and failures

At the close of each project, that is, after the last loan disbursement, the Implementation
Completion Report (ICR) must be submitted to OED. The ICR discusses. in part, environmental
and social impacts, and evaluates programs according to how they prevented or mitigated these
impacts. The purpose of the ICR is not to “fix” particular problems, but rather to draw lessons for
improving future projects.

There have been serious arguments for extensive post-project environmental impact
monitoring for a long time. Two major propositions in support of post-project and post-EA audit
are typically articulated: one concerns enhancing forecasting capabilities; the other is focused on
improving project outcomes.

The second argument supporting posi-project and post-EA monitoring concerns
opportunities to ameliorate adverse environmental impacts and evaluate the effectiveness of the
EMP, including mitigation measures. The EA recommendations and impact prediction is such that
unanticipated impacts occur rather often. Monitoring provides an opportunity to identify adverse
environmental impacts and intervene with adequate mitigation measures if impacts are
unacceptable.

Although post-project and post-EA monitoring to mitigate adverse environmental impacts

lies beyond the scope of the project and loan agreement and they are not commonly undertaken,
there are a lot of good arguments to demonstrate the benefits of such monitoring.
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In contrast with supervision. which 1s understood in the Bank to apply during the project
execution period. ex post evaluation looks more broadly at the probable impact of a compieted
project in relation to original expectations.

To ensure its independence and objecuvity, this ex post audit is carried out by the
Operations Evaluation Department (OED), which is functionally separate from the operating staff
of the Bank and which reports directly to the Executive Directors. To assess the performance of
completed operations, OED looks at thetr technical, financial. economic. social and environmental
aspects and provides ratings of overall performance and sustainability. The results and
recommendations are meant to be fed back into design and implementauon of policies and
operations. OED has developed a program of impact evaluations that take a second look at a
project five to ten years after the completion of loan disbursements.

What is Successful Project Implementation?

Finally. it is important to describe exactly what a “successful project” is. In 1its simplest
terms. project success can be thought of as incorporating the following four basic facets:

(1) Comes in on schedule — time criterion
(1) Comes in on budget ~ monetary criterion

(i11) Achieves basically all the goals originally set for it — effectiveness and sustainability
criterion

(iv) Is accepted and used by the clients for whom the project is intended — client
satisfaction criterion.

The Inspection Panel

An independent Inspection Panel was established by the Executive Directors in
September 1993 to help ensure that the Bank's operations adhere to the institution’s operational
policies and procedures. Bank-supported projects are designed to conform to the institution’s
policies and procedures. However, any group of individuals who may be directly and adversely
affected by a Bank-supported project or projects can now use the Panel to investigate complaints
that the Bank has failed to abide by its policies and procedures.

Detailed guidance for filing requests is provided in the Panel’s Operating Procedures.
These are available from the Panel’s office in Washington, D.C.. the Bank’s Bookstore; the Public
Information Center in Washington, D.C.; the Bank’s offices in London, Paris, and Tokyo, and field
offices. They are also available over the Internet (IPANEL@WQRLDBANK.ORG).
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World Bank Public Information Center’5

Effective January 3. 1994, publicly available information about the Bank’s activities is
available at the Bank's Public Information Center (PIC). A wide variety of documents are
available at the PIC: many are also available free through the Internet. The Center is located at
1776 G St., NW, Washington, DC 20433; Tel: (202) 458-5454; Fax: (202) 522-1500, E-mail:
pic@worldbank.org. Hours of operation are Monday to Friday, 10:00 a.m. to 4:00 p.m.

Documents available from the PIC include Staff Appraisal Reports, Country Economic
Reports, Environmental Assessments and Project Information Documents (PIDs). The PIDs, two-
to three-page detailed project summaries produced during project preparation, are a useful
supplement to the World Bank Monthly Project Summary. Most documents are available on the
Internet at the following address: “Mosaic” or “‘gopher™ at hup://www.worldbank.org// or
gopher.worldbank.org.

Public Information Center reading rooms. with documents and workstations, are also
located in World Bank offices in Paris, London and Tokyo. Please note the PIC only
accommodates requests for specific documents, not blanket requests for information.

The World Bank publications my be ordered by calling the Office of the Publisher at
(202) 473-1155, or by faxing an order to (202) 676-0581. Computer users with access to the
Internet can link up to the Bank’s Index of Publications by using “Mosaic” or “‘gopher” at
http://www.worldbank.org// or gopher.worldbank.org.

Conclusion

The detailed account provided in this booklet demonstrates the pervasive involvement of
the World Bank in environment issues; the Bank has become in fact the leading international
organization concerned with these issues in developing countries. This 1s a particularly interesting
phenomenon. Not only is environment not mentioned in the Bank’s Articles of Agreement, other
international programs were established exclusively to deal with the environment.

Two reasons account for the Bank’s deep involvement and for the increasing prominence
of environment issues in its work. First, the Bank, like many others concerned with the processes
of economic growth and development, has come to realize from hard experience the possible
detrimental effects of proceeding with economic development without paying adequate attention to
the effects on the environment. It has also become fully aware of the mutually reinforcing
relationship between poverty and environmental degradation. “Sustainabie development”, as it has
widely come to be called, cannot be really achieved at the expense of the environment. Second,
many governments and intergovernmental and nongovernmental agencies concerned with the
environment have also come to realize the formidable role the Bank can play in the environment
field. Not only is it the premier development finance institution that can be counted upon to help
mobilize the needed financial resources; it also plays an acknowledged role as an intellectual
leader that often sets the world agenda on development issues. Furthermore, the Bank assumes an
important research and advisory function with respect to developing countries. The Bank has thus

5 Additional information on the PIC is provided in Fig. 9 and Fig. 9A.
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become for good reasons a focal point for concerted demands and frustrations of many of those
concerned with the environment.

The Bank’s involvement with environment 1ssues goes far beyond its activities as a
provider of financial assistance which accepts a social responsibility in ensuring that its assistance
enhances or at least does not undermine the quality of life in its borrowing countries. In addition
to what may be termed “environment conditionality™ in its project loans, the Bank now provides
assistance to countries in the preparation of environmental action plans and strategies.
Furthermore, it plays an important role in 1nstittion building in the environment field by helping
countries to introduce appropriate legal and regulatory frameworks and to build up institutions
capable of applying and monitoring the application of such regulations. This is particularly
evidenced by the Bank’s free-standing environment loans and some of its adjustment loans.

The Bank’s country-specific actions are complemented by international endeavors
addressing global environmental concerns through international legal action (treaties and
organizations) and through the concessional funding of activities of global interest which
individual countries may find of low priority from a narrow nauonal perspective. The restructured
Global Environment Facility, administered by the Bank in cooperauon with UNDP and UNEP.
provides a general framework within which funding of global and regional activities under present
and future international conventions may be channeled to developing countries.

The Bank’s role in the protection and improvement of the environment and the changes 1t
has introduced in its internal organization to allow it to play this role effectively may not be
adequately known or appreciated. Nor could the effects of this role be measured in a particular
country or region in the short term. This booklet is meant to contribute to a better understanding
of this role. It should not, however, hide the fact that the Bank. like others. is still a beginner 1n
this field and inevitably makes mistakes in the learning process. Its critics should also realize that
the Bank was established to undertake activities which by their very nature introduce changes to
the natural state of affairs. It has gone a long way to reconcile this developmental objective with
conservation and preservation concerns that are now seen as vital for the sustainability of the
developmental projects it finances.

The Bank cannot be expected, however, to act only as a conservationist agency at the
expense of the economic development objective it has been established to pursue. Nor should it do
so. The inherent and circular relationship between poverty and environment degradation points 10
the fact that the absence of economic development, rather than its presence, may greatly contribute
to environmental damage. What is required in the global interest is that a judicious and workable
balance be struck between the requirements of development and of a safe environment. Neither of
these essential goals needs to be achieved at the expense of the other. On the contrary, the
compatibility of the two goals requires that both should be fully reflected in the work of the Bank
and the future efforts of its members. ,

In today’s world, the World Bank is in fact playing the role of a monitor for the protection
of the environment with respect to the projects it finances in its borrowing member countries.
Increasingly, it also supports broader efforts to save the environment in these countries and to
address the effects of their actions on the global environment. Regrettably, no other international
organization plays a similar role for the countries that do not borrow from the Bank, and to which
most of the damage to the world environment has been attributed.
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List of World Bank Environment- and Social-Related
Policies and Procedures Statements

An Operational Directive (OD) is a statement of Bank policy covering Bank operations,
areas in which the Bank is active, and issues that relate to the effects of Bank lending. Since 1993,
the Bank has been working to convert ODs and other statements into a new system of Operational
Policies (OPs), and Bank Procedures (BPs). The main objectives that guide the Bank’s
environmental work are described below.

Statements on Environment and Social Issues

0D 4.01 Environmental Assessment (EA)
(to be issued as OP/BP/GP 4.01)

This directive outlines Bank policy and procedures for the
environmental assessment and environmental analysis of Bank
lending and operations. Environmental consequences should be
recognized early in the project cycle and taken into account in
project selection, siting, planning, and design.

OP/BP/GP Environmental Action Plans (EAP)

4.02

This statement outlines Bank policy and procedure for
preparation of Environmental Action Plans (EAPs) by
borrowing governments. This includes support to foster
preparation and implementation of an appropriate EAP in each
country, reflect the findings and strategies of the country’s plan
in Bank work, and provide technical assistance as requested.
The EAP aims to identify key environmental problems, set
priorities, lead to natural environmental policy, and guide
investment programs. It should be reflected in Bank operational
work.

GP 4.03, Agricultural Pest Management

PartsI - IV
The Bank’s policy is to promote effective and environmentally
sound pest management practices, and advocates the use of
integrated pest management techniques in Bank-supported
agricultural development projects. Any Bank loan that provides
substantial funding for pesticide procurement or increase of the
use of pesticides in the project must include specific measures to
promote environmentally sound pest management, as well as
safety in pesticide handling and use.
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OP/BP/GP
4.04

OP 4.07

OP 4.09

OD 4.20

Natural Habitats

Bank policy is to support projects that protect and enhance
wildlands. and projects that may affect wildlands so long as
appropriate conservation measures are incorporated. including
measures to avoid conversion wildlands of special concern.

Water Resources Management

This policy promotes economically viable, environmentally
sustainable. and socially equitable management of water
resources. It includes the provision of potable water, sanitation
facilities. flood control. and water for productive activities.
Among priority areas for Bank assistance and involvement are
the development of a comprehensive framework for designing
water resources investments. policies. and Institutions; adoption
of appropriate pricing and incentive policies for water resources;
decentralization of water service delivery; restoration and
preservation of aquatic ecosystems against overexploitation of
water service delivery; avoidance of water quality problems
associated with irrigation investments; and establishment of
standard legal and regulatory frameworks to enforce policies. In
cases where  the borrower has made nadequate progress in
priority areas of water resources management, Bank lending is
limited to operations that do not draw additionally on water
resources.

Pest Management

This policy supports safe, effective. and environmentally sound
pest management. It promotes the use of biological and
environmental control methods. In Bank-financed projects, pest
management is carried out by the borrower in the context of the
project’s environmental assessment.

Indigenous Peoples
This directive provides guidance to ensure that indigenous
people benefit from development projects, and to avoid ro

mitigate adverse effects of Bank-financed development projects
on indigenous peoples.
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0D 4.30

OP/GP 4.36

OD 9.01

Involuntary Resettlement
(to be issued as OP/BP/GP 4.12)

This directive describes Bank policy and procedures on
involuntary resettlement. as well as the conditions that borrowers
are expected to meet in operations involving involuntary
resettlement. Where large-scale population displacement is
unavoidable, a resettlement plan, timetable. and budget are
required. The policy aims to ensure that the population displaced
by a project is provided with the means to improve, or at least
restore, former living standards, earning capacity, and
productivity levels.

Forestry

This policy statement provides guidance to Bank staff involved
in forestry projects, detailing that the Bank will not finance
commercial logging operations or acquisition of equipment for
use in primary moist tropical forests; and in forests of high
ecological value, the Bank will finance only preservation and
light, nonextractive use of forest resources. Objectives are to
provide for a sustainable stream of direct or indirect benefits to
alleviate poverty and to enhance community income and
environmental protection.

The Bank expects governments to have adequate provisions in
place for conserving protected areas and critical watersheds. as
well as for establishing environmental guidelines and monitoring
procedures.

Procedures for Investment Operations under the Global
Environment Facility
(to be issued as OP/BP/GP 4.05)

This directive describes the steps additional to standard Bank
investment lending procedures—including environmental
assessment—required to process Global Environment Facility
(GEF) operations.
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OD 4.00,
Annexes
B-B4

Operational
Policy Note
No.11.03

OP/BP
10.21

Environmental Policy for Dam and Reservoir Projects

This annex sets out policy for dam and reservoir projects and
codifies best practices. including preparatton of preliminary
environmental  rcconnaissance  to  identify  potential
environmental effects and ascertain the extent of needed
environmental studies and actions. Policy requires creation of an
independent. expert. environmental panel for large dams and
other projects with major environmental implications. Adverse
environmental impacts should be avoided. minimized. or
compensated for wherever possible during project design (e.g.
by modification of dam location or height), and by measures
implemented as part of the project.

Management of Cultural Property in Bank-Financed
Projects
(to be issued as OP/BP/GP4.11)

Bank policy is to assist in the preservation of cultural property
where part of a Bank-financed operation, and to avoid its
elimination. The Bank normally declines to finance projects that
will significantly damage nonreplicable cultural property, and
assists only those projects that are sited or designed so as to
prevent such damage.

Investment Operations Financed by the Multilateral Fund of
the Montreal Protocol

This policy describes the identification process, the eligible
activities, and the steps required to receive grants from the
Multilateral Fund for the Implementation of the Montreal
Protocol. The processing of operations and procedures for
appraisal under the Ozone Projects Trust Fund of Montreal
Protocol follow the Bank’s general procedures.
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Statements that are Supportive of Environment

OP/BP/GP 841

OD 14.70

Institutional Development Fund (IDF)

This directive describes the purpose and use of the IDF as a
small grant facility for financing technical assistance for
institutional development work in policy reform, country
management of technical assistance. and areas of special
operational emphasis, particularly poverty reduction. public
sector management. private sector development. and
environmental management.

Involving Nongovernmental Organizations (NGOs) in
Bank-Supported Activities.
(to be issued as GP 14.70)

This directive sets out a framework for involving NGOs in
Bank-supported activities, and provides staff with guidance
on working with NGOs, including those organized to
address environmental and social issues

Statements with Environmental References

OD 2.00

Country Economic and Sector Work (CESW)

CESW  analyzes the macroeconomic and sector
development problems of borrower countries. As the long-
term quality and sustainability of development depends on
other factors in addition to economic ones, country
economic work may also focus on questions of the
environmental effects of alternative policy options.
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BP/GP 2.11

OD 2.20

OD 4.15

Country Assistance Strategies

The country assistance strategy (CAS) is the central vehicle
for review by the Bank’s Executive Directors of the Bank
Group's assistance strategy for IDA and IBRD borrowers.
It is a concise. analytic. and issue-oriented statement that
provides information on the historical perspective and
recent economic and portfolio performance: the country’s
external environment in terms of external trade. investment,
and financial policies: and the Bank Group's country
assistance strategy. The CAS presents the main objectives
of the Bank’'s program of assistance for the country,
including efforts to reduce poverty and sustain the
environment.

Policy Framework Papers
(to be issued as OP/BP 2.20)

Policy Framework Papers (PFPs) are vehicles for
governments to reach agréements with the Bank and
International Monetary Fund on the broad outline of
medium-term programs to overcome balance of payments
problems and foster growth. PFPs should maintain an
adequate balance in the coverage of macroeconomic,
sectoral, social. environmental and institutional aspects. In
diagnoses of the current situation, any long-term constraints
on development. including the environment, should be
covered briefly.

Poverty Reduction
(1o be issued as OP/BP/GP 4.15)

Sustainable poverty reduction is the Bank’s overarching
objective. Maintaining the environment is critical if gains
in poverty reduction are to be sustained and if future
increases 1n poverty are to be avoided. In sector work,
particular attention is paid to the impact of sector policies
on the links between environmental issues and poverty.
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OP/BP/GP 7.50

OP/BP/GP 8.40

OD 8.60

Projects on International Waterways

The Bank recognizes that projects involving the use of
international waterways for development purposes may
affect relations between the Bank and its borrowers and also
between states, whether members of the Bank or not. The
international aspects of Bank-supported projects on
international waterways are dealt with at the earliest
possible opportunity and. where appropriate. other riparians
are notified of the proposed project and its project details.
Any proposed project’s potenuial to harm the interest of
other riparians through deprivation of water, pollution. or
otherwise is determined and affected riparians are notified.
The Bank attaches great importance to riparians making
appropriate agreements or arrangements for the use and
protection of the waterway; where differences exist, prior to
financing, the Bank urges states to negotiate to reach
appropriate agreements Or arrangements.

Technical Assistance

Technical assistance (TA) for policy and project preparation
includes support for environmental action plans. project
preparation. and environmental assessment. Institutional
development TA addresses the need to strengthen capacity
for environmental analysis and enforcement.

Adjustment Lending Policy
(to be issued as OP/BP/GP 8.60 under the title
Adjustment Lending)

Analysis of adjustment programs considers implications for
the environment. Bank staff review the environmental
policies and practices in the country. The design of
programs takes into account the findings and
recommendations of such reviews.
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OP/BP 10.00

OP/BP 10.04

OD 13.05

Investment Lending: Identification to Board
Presentation

During project idenufication. Bank staff decide on the
environmental category assigned to a project. the type and
timing of any environmental assessment. and the
environmental and natural resource management 1ssues to
be examined. The Project ldentification Document (PID)
and Staff Appraisal Report (SAR) address or track these
same points. The Memorandum and Recommendation of
the President discusses the project’s environmental impact.
the main findings of the environmental assessment.
consultation with affected groups. and feedback to these
groups in the findings of the assessment.

Economic Evaluation of Investment Operations

The economic evaluation of Bank-financed projects takes
into account any domestic and cross-border externalities. A
project’s global externalities — normally identified in the
Bank’s sector work or in the environmental assessment
process — are considered in the economic analyses when (a)
payments related to the project are made under an
international agreement. or (b) projects or project
components are financed by the Global Environment
Facility.

Project Supervision
(to be issued as OP/BP 13.05)

For each project, a supervision plan is prepared and
discussed with the borrower during project appraisal. The
plan covers the entire supervision period and includes
aspects of the project, such as the environment, that require
special Bank attention during supervision. In addition. in
the project implementation summary, the project is rated in
terms of both implementation of any environmental
component included and any unforeseen environmental
deterioration resulting or threatening to result from
implementation of the project.
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OP/BP/GP
13.55

BP 17.50

Implementation Completion Reporting

This policy requires an implementation completion report
(ICR) for each lending operation in the Bank finances. The
ICR assesses the degree of achievement of the project’s
major objectives (including environmental objectives),
prospects for the project’s sustainability, Bank and
borrower performance. project outcome, and the plan for
the project’s future operation. Special attention is given to
evaluation of environmental and other objectives, in order
to improve project performance in these areas and build a
store of information for expanded evaluation. For projects
requiring an environmental assessment, the ICR evaluates
specific concerns raised in the environmental assessment
process, including environmental impacts anticipated in the
environmental assessment report, the effectiveness of the
mitigation measures taken, and institutional development
and training regarding the environment.

Disclosure of Operational Information

This statement describes the Bank’s policies and procedures
with respect to the disclosure of project information
documents, Staff Appraisal Reports, gray cover economic
and sector work reports, sectoral policy papers. and
environment-related documents. Copies of environmental
assessments (EAs) required for Category A projects must be
made available in the borrowing country at some public
place accessible to affected groups and local NGOs and
must be submitted to the Bank; once they are locally
released and officially received by the Bank, country
departments send a copy to the Public Information Center.
Copies of environmental action plans are also sent to the
Public Information Center once the Bank has officially
received the plan and obtained the government’s consent.
This policy applies also to documents prepared for projects
financed or cofinanced from trust funds, including the
Global Environmental Trust and the Ozone Trust Fund.



Contact Staff for the Republic of Uganda
in the World Bank Africa Region

UGANDA
Country Team (AFC04)

Country Director:

Mr. James W. Adams ........ 36691 . ... J10-157
Economists:

Mr. David E. Yuravlivker ... .. 36070 . ... J10-129

Ms. Ritva S. Reinikka . . ... ... 33328 .... J10-137
Country Program Assistant:

Mrs. Maureen C. Parde . ... ... 34047 . ... J10-290
Counsel:

Mr. Aberra Zerabruk ... ..... 81757 . ... McC 5-423
Disbursement Officer:

Mr. Palitha M. Wijesinghe . . . .. 81810 . ... McC 3435
Disbursement Analysts:

Ms. Carole S. Nelson ... ..... 82657 .... D 3-029

Mr. Timothy James Venn . . . . .. 84119 .... D 3031
Loan Accounting Officer:

Ms. Violeta J. Vehemente ... .. 81809 . ... Mc 3-365

World Bank Field Office (AFMUG)
Pouch Departure Day from HQ: Thursday

Mr. Brian H. Falcoper ® . ... .. Resident Representative
(256-41)232-232 . . ... Direct Line
(256-41) 242-139, 230-094, 232-533, 236-825 Office Phones
Mr. GaivM. Tata® ... ...... Senior Operations Officer
Mr. Iradj A. Alikhani ® . .. ............. Economist
WorldBank . . .. .................. Street Address

Rwenzori House
1 Lumumba Avenue and 4 Nakasero Road

Kampala, Uganda

WorldBaok . .. .......... ... Mailing Address
P.O. Box 4463

Kampalia, Uganda

INTBAFRAD ... ..t i ittt iieannn Cable Address
61388 ... ... i Telex Number
(256-41)230-092 . . ...t Facsimile Number
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ABBREVIATIONS/ACRONYMS

AGR Agriculture and Natural Resources
Department

ARPP Annual Report on Portfolio
Performance

ASTEN Asia Technical Environment Division

AFTEl Africa Technical Environmentally
Sustainable Development Division

BP Bank Procedures

BTO Back-to-Office Report

CAM Country Assistance Management

CEM Country Economic Memorandum

CESW Country economic and sector work

CIR Country Implementation Review

CPPR Country Portfolio Performance
Review

CSpP Country Strategy Paper

DECVP Development Economics and Chief
Economist Vice Presidency

EA (EIA) Environmental Assessment
(Environmental Impact Assessment)

EAP Environmental Action Plan

ECAVP Vice Presidency for Europe and
Central Asia

ECIII Country Department ITI

EC3Al Agriculture, Industry and Finance
Division

ECIV Country Department IV

EC3IV Infrastructure, Energy and
Environment Operations Division

EDI Economic Development Institute (of
the World Bank)

EMP Environmental Management Plan

EMTEN Europe, Middle East and North Africa
Environment Division

ENVLW Land, Water, and Natural Habitats
Division

EPS Executive Project Summary

ERL Economic Recovery Loan

ERL Emergency Reconstruction Loan

ESDVP Vice Presidency for Environmentally
Sustainable Development

ESwW Economic and sector work
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FEPS
FPDVP

GEF
GP
HROVP

IBRD
IDA
IEPS
IFC
IFls

M

IMF
IPM
ITPAL
LATEN
LEGEN

M&E

" MIGA

MoOpP

MOS
NEAP
NGO
oD
ODbA
OECD’

OED
OMS
OoP

OPN

Final Executive Project Summary
Vice Presidency for Finance and
Private Sector Development

Global Environment Facility

Good Practices

Vice Presidency for Human Resources
Development and Operations Policy
International Bank for Reconstruction
and Development

International Development
Association

Initial Executive Project Summary
International Finance Corporation
International Financial Institutions
Initiating Memorandum
International Monetary Fund
Integrated Pest Management
Industrial and Trade Policy
Adjustment Loan

Latin America and the Caribbean
Region Environment Division

Legal Department Environmental and
International Law Unit

Monitoring and evaluation
Multilateral Investment Guarantee
Agency

Memorandum and Recommendation
of the President

Monthly Operational Summary
National Environmental Action Plan
Nongovernmental organization
Operational Directive

Official Development Assistance
Organization for Economic
Cooperation and Development
Operations Evaluation Department
Operational Manual Statement
Operational Policies

Operations Policy Note
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OPR
PCR
PFP
PIC
PID
PIP
PIR
PMU
PPF
PPR
RED
SA
SAL
SAL
SAR
SECAL
SPPF
TA
TAL
™
TOR
TWU

UNCED

UNDP

UNEP
WCED

Operations Policy Department
Project Completion Report

Policy Framework Paper

Public Information Center

Project Information Document
Project Implementation Plan
Project Implementation Review
Project Management Unit

Project Preparation Facility

Project Performance Report
Regional Environment Division
Social assessment

Structural adjustment lending
Structural Adjustment Loan

Staff appraisal Report

Sector adjustment Loan

Special Project Preparation Facility
Technical assistance

Technical assistance loan

Task manager

Terms of reference

Transportation, Water and Urban
Development Department

United Nations Conference on
Environment and Development
("Earth Summit")

United Nations Development Program
United Nations Environment Program
World Commission on Environment
and Development (the Brundtiand
Commmission)
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Africa Region Organization Structure

November 4, 1996
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ORGANIZATION CHART: MULTILATERAL INVESTMENT GUARANTEE AGENCY
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Fig. 6 Formal Environmental Structure of the World Bank*
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Economic and Sector Reports include macroeconomic analysis of a country’s economy, analyses of major
economic sectors, and other reports on specified issues such as poverty assessment, private sector
investment, and public expenditures. (Abstracts are availuble on the Internet.)

Environmental Analysis are required for projects that will have an impact on the environment that may not
be significant or irreversible. The report may be presented as an annex to the Project Information Document
for the project or may be issued as a separate report and listed along with the Envitonmental Assessinents

Environmental Assessments (EAs) are detailed studies required for projects likely to have significant
impact on the environment. Such studies are available before the final appraisal of the viability of a project.
(Abstiracts are availuble on the Internet.)

Environmental Data Sheets (EDS) give summary information on the expected areas of environmental
impact of a proposed project and announce the studics that are to be done to address the issues raised.
LEDSs are prepated for every project and are updated quartedly. (Full texts are availuble on the Internet.)

Loan and Credit Agreements are the legal documents that are signed by the government and the Bank
following Board approval of cach IBRD loan or IDA credit. The documents are made publicly available at
the time the loan or credit is declared ready for disbursement.

National Environmental Action Plans (NEAPs) of borrowing governments describe the major
envirotinental concerns of a country, identify the principal causes of problems, and formulate policies and
concrele actions to deal with the problems. (Abstracts are available on the Internet.)

Operational Policies (OPs) and Bank Procedures (BPs) establish the parameters for the conduct of Bank
operations. They include the core set of Bank policies and procedures for ensuring quality and consistency
across the regional and central vice presidencies. (The table of contents is availuble on the liternet as well
as the texts of the OPs und BPs.)

Project Information Documents (PIDs) give a brief summary of an evolving project and area subject to
updating and expansion as project preparation proceeds. (Full texts are available on the Internet.)
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Sector Policy Papers present reviews of major issues relevant to a specific economic sector and give the
broad guidelines on the Bank’s policy for assistance to that sector. (Abstracts are available on the Internet.)

Staff Appraisal Reports (SARs) contain a description of a project and the plan for its implementation,
including procurement procedures. Certain types of projects (structural adjustment operations, technical
assistance loans, emergency loans) do not have an SAR. In these cases a Technical Annex (TA) may be
publicly available. (Abstracts are available on the Internct.)

Lessons & Practices are short publications that provide recommendations and “best practice™ guidelines for
development practitioners, drawn from the Bank's development experience. (Full texts are available on the
Internet.)

OED Précis are short publications offering ready access to key findings and recommendations from OED’s
evaluation program. (Full texts are available on the Internet.) The Operations Evaluation Department
(OED) is an independent evaluation unit of the Bank. It rates the development impact and performance of
all the Bank’s completed lending operations. Results and recommendations are fed back into the design and
implementation of polices and lending operations. OED also evaluates the Bank’s policies and processes.
I this category, documents issued on or after November 8, 1994 are publicly available.

Reviews and Studies track and analyze trends in the Bank’s portfolio and draw conclusions and
recommendations of policy and practice, based on the Bank's experience. “Country Assistance Reviews”
assess the suitability of the Bank’s assistance strategy in particular countries and the effectiveness of the
instruments chosen. “Sector Reviews” feed into the Bank's reviews of its sector lending policies. “Tmpact
Evaluations” assess the cconomic worth of completed projects and the long-term effects on people and the
environment. (Texts of executive summaries ure available on the Internet.)

Environmental Review Summaries present key findings of studies carried out for projects that may result
in specific environmental impacts and require adherence to certain predetermined standards. (Full texts are
available on the Internet.)

Environmental Assessments are studies required for projects that may result in diverse and significant
environmental impacts. (Titles are available on the Internet.)

Summaries of Project Information (SPIs) provide a brief factural summary of the main elements of the
evolving project. (Full texts are available on the Internet.)
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April 28, 1989

Operational Directive 4.00, Annex B:
Environmental Policy for Dam and Reservoir Projects

1. This annex sets out the Bank's environmental policy for dam and reservoir projects. [t codifies
“best practice” prevailing Bank-wide in four areas:

(@) in all cases, carrying out a preliminary environmental reconnaissance to ensure t'.at potential environ-
mental effects are identified and to ascertain the extent of environmental studies and actions
required (para. 8);

b) bidding documents and contracts to include environmental clauses (para. 12;;

(c) for large dams and other projects with significant environmental implications, creation of an
environmental wnt within the project agency (para. 17); and

(d) normally, for large dams and other projects with major environmental implications, an independent,
expert, enuvironmental panel (parallel to the approach required for dam safety) to be established

(para. 18).

2. Questions on this directive should be referred to the Chief, Environmental Operauons and
Strategy, Environment Department.

3. Additional copies are available on a self-service basis in H 4234

Attachment

Ths directive was prepared for the gudance of staff of the World Bank and 1s not necessandy a complete treatment of the subjects covered.
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Environmental Policy for Dam and Reservoir Projects

Introduction

L Dam and reservoir projects improve water
supply for irngation and households, provide power,
control floods, and reduce fossil fuel depletion and the
environmental effects of fossil fuel burning. How-
ever, as with many other projects, particularly in
the tropics, there mav be adverse as well as benefi-
aal environmental unpacts (see Annex Bl). With
careful planning, such adverse effects can be mini-
mized or mitigate |, and the beneficial effects
enhanced. This annex sets out the Bank's environ-
mental policies for dam and reservoir proy:ct.s.l
The Bank will normaily finance projects only in
compliance with this annex.

Policres
2 Governments need to have environmentally
and economically sound macroeconomic and sector
policies on matrers which affect dam and reservoir
projects. In the context of individual investment
projects, the Bank should review these policies and
scck to improve them where necessary.

Basic Planning Principles
Area of Influence
3 Dam and r servoir projects often affect a
very large area (see Annex B2), which should be

determined atan carly stage with the advice of envi-
rommental specialists.

Costs and Benefits

4. Adverse environmental impacts should be
avoided, minimized, or compensated for wherever
possible during project design (€.g., by moditicauon of
dam location or height), and by mcasures imple-
mented as part of the project, bearing in mind the
need to balance environmental, economic, social,
and other concerns. Opportunities to mcrease
benefits should be sought in the design of the pro-
ject, such as by using reservoirs for waterfowl,
tourtsin, and fisheries. Cost-benelit analyses
should explicitly include estunates for all necessary
mitigatory measures, as well as for quanufiable en-
vironmental losses and enhancements due to the
project.® Special attention 1s necessary if the pro-
posed project depends on another futuie projectto
attain its full economic potential.

Design Alternatives

5 Design of vesunent programs {or supphang
water or energy should consider demand manage-
ment as well as supply opuons (e.g., conservaton of
water and energy, efficiency unprovements, ssstem
integration, cogeneration, and fuel substutuuon).
Environmental analysis s essenual in deasions on die
need for a project, its tvpe (¢.g, thermal versus
hydro), size, locauon, and area ot nftluence.
Where viable alternatives exist, caretul dam siung
is cridical to minimize the inundanon of forest or
other wildland areas, and the dislocation of people.
The creation/protection of compensatory torest or

. The Bank's general gudelines on environmental policy are in OMS 2.36, Environmental Aspects of Bank iYork (1o be reissued as
OD 1.00. Environmental Policies). Issues relevant to many dam and reservoir projects include involuntary resetdement ot people
(OMS 2.33, Social Issues Associated unth Involuntary Resettlement in Bank-Financed Projects. to be rewssued as OD 4 30, Involwtary
Reseitlement), tnbal people (OMS 2.3+, Tribal People in Bank-Financed Projects, to be reissued as OD +.40. Trrbal Prople).
wildlands (OPN 11.02, Wildlends: Thewr Protection and Management in Economic Development. to be reissued as OD 4.00.

Annex D). cultural property (OPN 11.03, Management of Cultural Property in Bank-Financed Projects, 1o be reissued as OD 4.50,
Cultwral Property), internavonal rniparian rights (OMS 2.32, Projects on International Waterways. to be replaced by OD 7 50y, und
dam safety (OMS 3 80, Safety of Dams. to be ressued as OD 7.70). Gudance on sedunentauon and induced sewsnucity canbe |

obtuned trom AGR and ENV

2 See para. 27 ot OMS 2.21, Economic Analysis of Projects, (1o be reissued as OD 10.40, Econonuc Cnere).

Thes directive was prepared for the guidance of staff of the World Bank and is not necessarily a complete treutment of the subjects covered



April 1989
OD 4.00 -- Annex B
Page 2 of 5

THE WorLD Bank OpPERaTIONAL MAaNUAL

Operational Directive

other wildland areas should be promoted. The feasi-
bility of preparing the reservoir area prior w0 inunda-
tion should be determined. Removal of vegetation
will improve the water quality of the reservoir and
reduce growing conditions for aquatic weeds, while
removal of timber and other obstacles will improve
the possibility for net fishing and enhance water circu-
lagon, important for oxygen distribudon.

Ruver Basm Planning

6. Benefits from dam and reservoir projects
increase when they become regional development
projects which integrate, for instance, power genera-
tion, irrigation, and municipal water supply, with
catchment area management and rural development.
Designing water projects in the context of overall river
basin and regional developinent plans normally
reduces the potential for unanticipated cumulative
adverse environmental effects and intersectoral
problems. The need for catchment area manage-
ment and unproved land use (e.g., discouraging
settlement in {lood-prone areas) should aiso be
svstematically considered.

Environmental Effects of Involuntary Resettlement

7. The lands inundated by a dam typically
are more productive than neighboring uplands,
and are therefore more densely populated by
peopie and livestock. Displacement of the lowland
population to the uplands often endangers the
environment, as more people and livestock have to
survive on a reduced resource base. Demand for
arable land, fuel, fodder, potable water, building
materials, and other resources may increase dra-
matically, and the carryving capacity of the uplands
may be quickly exceeded unless development
assistance increases the productivity of the remain-
ing resource base. The Bank's resettlement policy
(OMS 2.33, to be reissued as OD 4.30, [nvoluntary
Resettlement) emphasizes maintenance/restoration
of the social and economic production systems and
income levels of both the displaced popuiation and

the host population among whom they are
relocated.

Project Cycle
Environmental Reconnaissance

8. During identification, an environmental
reconnaissance (draft terms of reference [TOR] in
Annex B3), by independent, recognized experts or
firms--selected by the borrower and approved bv the
Bank--is essenual to

(a) ensure that potential environmental effects
are identified,

(b) ascerwain the scope of further environ-
mental studies and actions needed,

(c) assess the ability of the borrower to under-
take them. and

(d) advise on the need for an environmental
panel (para. 18).

Information collected would be documented and
provided to the Bank and government agencies
concerned, to ensure that environmental factors
are fully considered in project design, including
determination of the final dam site and height, and
should comprise part of the baseline data against
which subsequent changes can be measured. The
Project Preparation Facility (PPF) (OMS 2.15,
Project  Preparauion Faciity, to be reissued as
OD 8.00), may finance such reconnaissance.

Environmental Assessment

9. During preparation, the Bank should
review the draft TOR for the environmental
assessment® part of the feasibility study, the short
list of consultants, and their technical proposals.
The environmental assessment should be consis-
tent with country legislation on procedures and

3. Adirecuve on Environmental Assessment 1s to be 1ssued as OD 4.00, Annex A.

This directive was prepared for the guidance of staff of the World Bank and 15 not necessanly a complete treatment of the subjects covered
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requirements. Broad intersectoral cooperation
should be ensured--such as with agricultural, fish-
cries, forestry, health, wildlife, tourism, municipal,
and industrial agencies--both at policy and field
levels. Biotic, cadastral, social, and cultural prop-
erty surveys should be started early.

Apprawsal

10. The appraisal mission should include envi-
ronmental specialists to assess the environmental
analysis, the design of measures to mmimize or
mitigate adverse environmental impacts, and the
capacity of the borrower's staff to implement
them. The environmental panel, where required
(para. 18), should be convened during project
appraisal, and future acuviues of the panel
reviewed. The Swaff Appraisal Report should
describe the environmental issues and their resolu-
tion, as well as the institutional arrangements.

Sector Investment Loans

1. Sector investment operations (as distin-
guished from specific investment projects) in sectors
that include major dam and reservoir projects should
proceed only when the environmental capabiliges of
the sector are adequate, or provisions to establish
adequate environmental protective measures have
been agreed upon during appraisal.

Bidding Documents

12, The Bank should ensure that bidding docu-
menrs and contracts incorporate appropriate meas-
ures to protect the environment. (Annex B4 outlines
the clauses to be included.)

Supervision

13. The environmental monitoring system, dam
construction contractors’ performance, adequacy of
the environmental measures, institutional arrange-
ments, training and performance of the in-house
=nvironment unit (para. 17), and reports of the
environmental panel should be reviewed with the

borrower during supervision, and any necessary
corrective actions identified and agreed upon.

Completion and Post-Audit

14. Completion reports should review envi-
ronmental problems and progress. [n addition, as
some environmental effects become apparentonly
after a decade or more of operation, the Bank
should encourage the borrower to contract an
independent environmental post-audita decade or
so after impoundment.

I stitutional Aspects

Environmental Capacuy of Natwonal and Sectoral
Instuutions

15. Major dam and reservoir projects should
be used to help build environmental capacity (ana-
Iytical, regulatory, and enforcement) in institu-
tions at the national and sectoral levels through
training, consultancy, and policy dialogue, and to
foster coverage of dams and reservoirs by environ-
mental legislation.

Interagency Coordination

16. Environmental benefits can be maxnmzed
and costs reduced by improved intersectoral planning.
Potential environmental unplicadons are often better
antcipated by involving the agencies responsible for
environment, her._th, tourisi, social affairs, municipal
and industrial water supply, agriculture, livestock,
fisheries, and navigation--plus state and provincial
authorites. Environmental agencies should be con-
sulted in project planning and preparauon to ensure
that relevant line ministries and other decision-
makers are made aware of potential environ-
mental impacts and recommended mutigatory
measures.

In-House Environmental Unu

17. Each project involving large dams? or hav-
ing significant environmental implications

4 Asdefined in para. 4(1) of OMS 3 80, Safvty of Dams, to be rewssued as OD 7.70.

This directive was prepared for the guidance of staff of the World Bank and s not necessanly a complete treatment of the subjects covered.
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requires an in-house environmental unit with ade-
quate budger and professional staffing strong in
expertise relevant to the project (usually physical
and biological science and sociology). It should
normally be established within the implementing
ministry/agency (such as that for irrigadon or
energy) or in a river basin authority, be located or
well-represented at the project site, and work in
conjunction with existing central agencies.
Strengthening of any existing agency-wide unit
may be better than creating a new one. The unit
should be established as early as possible to help
cnsure that preproject baseline data are collected
and cnvironinental problems anticipated at an
earlvstage. Itshould exist during project implem-
enration plus an additional period to be agreed
with the Bank. The unit should ensure that moni-
toring and ecvaluavon anticipate environmental
problems, and that mitigatory ineasures are imple-
mented. Early and extensive training of unit staff
v a prlOl'l[}’.

Environmerital Panel

18 For projects involving large dams, or hav-
myg najor environmental implications, the bor-
rower should normally engage an advisory panel
of independent, internationally recognized, envi-
ronmental specialists, the composiuon of which
should be determined by the environmental
reconnaussance (para. 8). However, in certain
cases, the reconnassance study may advise, based
on the significance of the environmental issues and
the borrower's (including consultants’) capacity to
deal with them, that the panel is not needed. The
costs of the panel could be financed from the loan/
credit. [ TOR, and the short lists of individual
experts from which the panel is to be selected,
should be acceptable to the Bank. The panel
should advise the borrower periodically on envi-
ronmental aspects of the project, including:

() analysis of the findings of the environ-
mental reconnaissance;

{b) the TOR and findings of the environmental
assessinent,

(c) environmental plans, procedures, budgets,
and progress throughout the life of the
project; and

(d) the in-house environmental unit's staff,
training, functions, and relations with the
ministry of environment.

Depending on circumstances, panel reviews would
normally be held once or twice a year during
preparation and implementation, or when the in-
house environmental unit requests. The advisory
panel should continue to function after completion
~f the project for a few vears (as agreed with the
Bank), and could be convened on an ad hoc basis
thereafter.

Consultation with Nongovemméntal Orgamizations
(NGOs) and Affected Groups

19. Community organizations, research cen-
ters, environmental advocates, and other NGOs
can often provide valuable perspectives on
improving both project design and implementa-
tion (see OMS 5.30, Collaboration with Nongovern-
mental Organizations, to be issued as OD 14.70). To
tap these perspecuves, the Bank encourages
consultations bv project authoriues (including
consultants preparing the project) with appropri-
ate NGOs, partcularly local NGOs. Various
mechanisms for consultation may be appropniate,
including sponsored public hearings or national
vorkshops. Bank staff, too, should consult with
4GOs as appropriate, bearing in mind the capacity
of NGOs to offer important perspectives on proj-
ect design, and the need to protect the confident-
ality of information shared between the Bank and
the borrower (see AMS 1.10, Directive on Disclosure
of Information). In addition, the Bank encourages
consultation between project executing agencies
and the population affected by the project, as part
of the project design process (OMS 2.12, Project
Generation and Design, to be reissued as OD 10.00,
and OMS 2.20, Project Appraisal, to be reissued as
OD 10.10). This includes tribal people
(OMS 2.34, to be reissued as OD 4.40, Trbel
People) and those who have to be resettled under

This directive was prepared for the guidance of staff of the World Bank and is not necessanly a complete treatment of the subjecis covered
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the project (OMS 2.33, o be reissued as OD 4.30, Report should describe and assess the consulra-
Involuntary Resettlement).  The Stuaff Appraisal tions which took place.

This directive was prepuared for the guidunce of staff of the World Bank and 15 not necessanly a complete treatment of the subjects covered
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Typical Environmental Effects of Dams and Reservoirs!

Land Losses

Health

Plant and Animal Life

Fish and Other Aquauc Life

Water Weeds

Large tracts of agricultural lands, forests, or other wildlands
may be inundated. Careful siting can minimize such losses
(e.g., by selecting reservoirs with high Kwh-generated/ha land
area inundated). The value of lost timber and other resources,
and foregone use of inundated land should be estimated in the
economic analysis.

Some water-related diseases (e.g., schistosomuasis, malaria,
onchocerciasis and Japanese B encephalitis) may increase
unless precautions or miugatory measures are implemented.
Vector control, environmental modifications, and educaton of
residents may need to be incorporated into the project (see
OPN 11.01, Gudelnes for the Selection and Use of Pesticides in
Bank-Financed Projects and their Procurement When Financed by the
Bank, to be reissued as OD 4.00, Annex C, Selection and Use of
Pesticides).

Biotic surveys normally are essential, plant and animal extinc-
tion can be prevented or minimized by careful project siting.
Loss of wildlife may be miugated by including elsewhere in the
country a wildlands management area equivalent to the
inundated tract (OPN 11.02, Vldlands Ther Protection and
Management in. Economic Development, 1o be reissued as OD 4.00,
Annex D). Animal rescue, replenishment, and relocation can
be useful. Canal and other crossing facilities are often
essential.

Fish migradions (if any) will be inpaired even wirh passage
facilities. Fish propagation in the rescrvoir can miagate losses
and produce more fish protein than before the project. Spawn-
ing areas, aquaculture, improved fishing inethods, and market-
ing may need special attention. A reduced supply of nutrients
downstream and to estuaries can impair fishery productivity.
Interbasin transfers may threaten aquatc species by tntroduc-
ing new predators or Competitors. A soc1oeconomic suryvey can
determine the importance of fish to the society.

Proliferation of floating weeds (e.g., water hvacinth [Eichhor-
nia] and water lettuce [Pistia]) can impair water quality and
increase disease vectors and water loss (through evapo-transpi-
ration). Clogging impairs navigation, recreation, fisheries, and
irrigation. The potential to use weeds for compost, biogas, or
fodder should be investigated.

Issues relaung to resetdement. tnbal people, cultural property and dam safety are not discussed here as they are covered in

other ODs (see foownote | to Annex B).

This directive was prepared for the guidance of staff of the World Bank and 1s not necessanly a complete treatment of the subjects coverrd
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6.  Water Quality

7. Anaerobic Decomposition

8. Erosion

9.  Downstream Hydrology

10. Intact Rivers

11.  Multiple Use

Suitability of water quality for drinking, irrigation, fisheries, or
other uses--both within reservoirs and downstream--should be
addressed. Issues include saline intrusions, water retention
time (i.e., flow/volume), loss of flushing, increased nutrients in
reservoir, pollution (e.g., agricultural leachates, pathogens,
industrial effluents), raising or contamination of water table,
and salinizadon.

Inundated vegetation on the bottom of reservoirs decomposes,
consuming large amounts of oxygen. If thermal seratification
occurs, mixing of surface and bottom wateris impeded, and the
bottom water may become anaerobic. Anaerobic decomposi-
tion of organic material produces noxious gases toxic to aquatic
life and harmful to machinery. Ifdischarged by the dam, down-
stream fish could be killed. Multiple-level outlets in the dam.
can avoid the discharge of anaerobic water. Inexpensive mod-
els are available to predict thermal stratification,

Erosion upstream in the catchment area leads to sedimentation
or land slips which can impair storage; catchment area man-
agement should be encouraged where appropriate. Increased
erosivity of the riverbed and structures below the dam-- includ-
ing deltaic and coastal changes--should be considered during
preparation.

Changes in downstream hydrology can impair ecosystems
dependent on seasonal flooding, including areas that may be
important for fisheries (e.g., flood plains, lagoons, marshes,
mangroves) or for traditional flood-recession agriculture.
Sometimes management of downstream water releases can
minimize such damage by partially replicating natural flooding
regimes.

Hydroelectric and other developments should preferably be
concentrated on the same rivers if hvdrological risks and other
circumstances permit, in order to preserve elsewhere a repre-
sentative sample of rivers in the natural state. This should be
considered part of the trade-offs.

Multiple use should be addressed through tourism, irrigation,
fisheries, bird and other biotic sanctuaries, and recreation.
Water flow regulation can convert seasonal rivers into peren-
nial waterways, reduce flooding, and improve drinking and
irrigation. Communal access should be perpetuated.

Thus directive was prepared for the gurdance of staff of the World Bank and 1s not necessanly a complete treatment of the subjects covered.
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The Area of Influence of Dam and Reservoir Projects

The area of influence of dam and reser-

voir projects includes the following:

(@)

(b)

the watersheds contributing to the reservoir
(or project area), and the area below the
dam down to the estuary, coastal zone, and
offshore;

all ancillary aspects of the project such as
power transmission corridors, pipelines,
canals, tunnels, relocation and access roads,
borrow and disposal areas, and construction
camps, as well as unplanned developments

()

(d)

(e)

arising from the project (e.g., logging or
shifting agriculture along access roads);

off-site areas required for resettlement or
compensatory tracts,

the airshed, such as where airborne pollu-
tion (smoke, dust) may enter or leave the
area of influence, and

migratory routes of humans, wildlife, or
fish--particularly where they relate to public
health, economics, or envirommental
conservation.

This dinrective was prepared for the guidance of staff of the World Bank and is not necessanly a complete treatment of the subjects covered.
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Sample Terms of Reference: Environmental Reconnaissance
of Dam and Reservoir Projects

1. The objective of an environmental recon-
naissance of a dam and reservoir project is to
determine in a preliminary way the possible
impact on the environment. The study should
include, as a minimum, the following aspects:

(a) The nature and extent of plant and animal
life within the area of influence, and the
impact on it of the construction, presence,
or operation of the project. Special atten-
tion should be given to plants and animals
that are ecologically unique, endangered, or
economically or aesthetically desirable.

(b) The scenic and aesthetic qualities of the
area, including tourism values that may be
created, enhanced, or injured.

(c) The effects on the agricultural and forestry
potenual of riparian lands.

(d) The éotential for the influx of aquatic vege-
tation, its effects on the impoundment, and
the purposes of the project; other biophysi-
cal changes (permanent or transient, but
recurring) to be expected in the impound-
ment area and downstream.

(e) The risks ard effects on the pattern and dis-
tribution of diseases, disease-bearing vec-
tors and nuisance organisins.

(f) The potential for fisherv and squatter settle-
ment, and other unplanned land-use activiges
in the catchment area (especially those which
might cause erosion and pollution); and plans
for the protection and management of the
catchment area.

(g) The likely environmental impact of any
resettlement due to the project.

(h) The presence of any arufacts or sites of
archaeologic or historic significance, and the

plans for protecting or salvaging those
declared valuable.

(i) The possible effect on the multiple-use capa-
bilides of the area, pardcularly with regard to
any future resource-use optons which might be
foreclosed by virtue of the project’s presence or
operation.

() The multiple-use possibilities afforded by
the project, such as the establishment of
commercial or sport fisheries, tourist facili-
ties, and recreaton.

(k) The elevation above reservoir levels of any
special features in the area to be inundated,
such as cultural property, in order to explore
the possibility of safeguarding these by ad-
justing such levels.

2 If the project is one of several that are
planned or already exist on the river systein, a general
assessment of the combined iinpact 1s important.

3 Institutions responsible for environmeiital
aspects should be evaluated, and recommendagons
made for any necessary swengthening.

4 The need for an environmental panel and the
specific expertise required should be examined.

3. Upon completion of the reconnaissance, a
full report of the findings should be prepared, includ-
ing the nature, scope, costs, and timing of any addi-
tonal studies required (e.g., studies extending beyond
the original time esomate, such as two or more sea-
sons of species monitoring). The nature, dimensions,
and timing of any serious problems should be high-
lighted, along with recomnmendations, with priori-
ties identified, as to how they can be prevented or
mitigated. Likewise, opportunites for environ-
mental or human ecological enhancement should
be stressed, with recommendations for achieving
their impiementation.

This directive was prepared for the guidance of staff of the World Bank and s not necessanly a complete treatment of the subjecis covered.
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Sample Clauses for Inclusion in the Bidding Documents related
to the Construction of Dam and Reservoir Projects

1. Consistent with economy and efficiency in
the execution of the project, the contractor must
prevent, minimize, or mitigate environmental
damage during all construction activities. In par-
ticular, the construction specifications should
include the following conditions:

" (a) The nawral landscape should be presened to
the extent possible by conducung operadons in
a manner that will prevent unnecessary
destruction or scarring of the natural
surroundings. Except where required for
permanent works, quarries, borrow pits,
staging and processing areas, dumps and
camps, all trees, saplings, and shrubbery
should be protected from unnecessary dam-
age by contractor operatons.  After
unavoidable damage, reseeding, replanting,
or restoration are requured promptly to pre-
vent further damage (e.g, erosion), and to
restore  quasi-original condiuons where
appropriate.

(b) The conuractor’s facilities, such as warehouses,
labor camps, and storage areas, should be
planned in advance to decide what the area
will look like upon completion of con-
structton. These facilities should be located
>0 as to preserve the natural environment
(such as trees and other vegetation) to the
maxiimuin extent possible.  After project
construction, camps and buildings should
either serve as permanent residences and
form future communities, if such use can be
foresecn, or be torn down and the area
restored to its quasi-original condition in
order to avoid deterioration into shanty-
towns.

{c) Temporary buildings, quarries, borrow
areas, and borrow puts should be located,
where possible, 1n areas to be flooded by the
reservotr. Otherwise, borrow pits should be
landscaped and planted according to an eco-

logical design to provide some substitute
area for lost natural habitats.

(d) The contractor’s operauons should be so per-
formed as to prevent accidental spillage of
contaminants, debris, or other pollutants, espe-
cially into streams or underground water
sources. Such pollutants include untreated
sewage and sanitary waste, tailings, petro-
leum products, chemicals, biocides, mineral
salts, and thermal pollution. Wastewaters,
including those from aggregate processing
and concrete batching, must not enter
streams without using settling ponds, gravel
filters, or other processes, so as not to unpair
water quality or harm aquauc life.

(e) The conmactor should muninuze air polluuon
emissions. Dust from the handling or trans-
porting of aggregares, cement, pozzolana,
etc., should be minunized by sprinkling or
other methods. Materials, brush, or trees
should only be burned when the owner per-
mits, under favorable weather condiuons.

() The contractor should ensure proper disposal
of waste materials and rubbish. Disposal of
waste by burial should not conwmmate
groundwater supplies.

2 In major projects in sensitive arcas, specific
plans are needed ro control erosion and sedimen-
tation, prevent spills, etc.

3 The borrower’s right to inspect compliance
throughout construction should be specified in the
contract.

4. The Bank's policy on involuntary resettle-
ment (OMS 2.33, to be reissued as OD 4.30, {nvol-
untary Resettlement) encourages both the borrower
and contractor to give preference, consistent with
other requirements, to waining and emploving
persons affected by the project or displaced by the
construction work.

Thus duective was prepared for the guidance of staff of the World Bank and is not necessanly a complete treatment of the subjects covered.
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Operational Directive 4.01: Environmental Assessment

1. Attached for insertion in the new Operational Manual is OD 4.01. It incorporates the guidelines
contained in OD 4.00, Annex A, dated October 31, 1989. Please retain that annex in the mamual (see
para. 4 below). This directive also incorporates the OPNSV instructions on the disclosure of informaton,
contained in the following memoranda, which may now be discarded.

OPNSV Memorandum Environmental Assessments: Instructions 10 Staff on the Handling of the
Borrower's Consultations with Affected Groups and Relevant Local NGOs,
April 10, 1990

OPNSV Memorandum Environmental Assessments: Instructions 1o Siaff on the Release of Environ-
mental Assessments 10 Executive Directors, November 21, 1990

2. This directive provides guidance to staff on the Bank’s policies and procedures for conducting
environmental assessments (EAs) of proposed projects. Substantive changes from OD 4.00, Anpex A, are
as follows:

(@) Global Environment Facility (GEF) projects, or GEF c.omponems of Bank projects, are
subject to this directve (footnote 1).

(b) The number of EA categories is reduced from four to three by dropping the D category. All
projects are classified as A, B, or C depending on the natre and extent of eavironmental
analysis needed (paras. 4 and 17; Annex E).

(c) The borrower should normally engage advisory panels for highly risky and contentious
projects with potendally serious and multidimensional environmental concerns (para. 13).

(d) An outline of an environmental mitigation or management pian is in Annex C. Annex F
provides a revised environmental data sheet for projects in the IBRD/IDA lending program.
The data sheet for category A projects is included in a quarterly annex to the Monrhly
Operational Summary of Bank and IDA Proposed Projects (MOS).

3. The following procedures have been incorporated from the OPNSV memoranda referred to in
para. 1:

(a) Inorder for meaningful consultatons to take place between the borrower and affected groups
and local nongovernmental organizatons (NGOs), the borrower should make available, at
some public place to the groups consulted, the EA report and summaries of (i) the project
descripton and objectives, (ii) the potenually adverse effects of the proposed pro;ecz and
(iii} the conclusions of the EA report (para. 21).

This direcave was prepared for the guidance of s1aff of the Worid Bank and is not necessanly a complete treatment of the subjects corered
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(b) The Bank requests the borrower’s advance permission to release the EA report 1o the
executive directors (EDs) because the report is the borrower’s property. On receipt of a copy
of the EA report from the borrower, an English-language summary is made available to the
EDs, and a copy of the report is deposited in the project file (para. 22).

4. The directive shall apply to all projects for which IEPSs are issued after October 1, 1991. Projects
for which IEPSs have been issued before that date are subject to OD 4.00, Annex A, issued on October 31,
1989; for these projects, the new provisions should be applied where appropriate and feasible.

5. Questions on this directive should be referred to the Director, Environment Deparmment.
6. Additional copies are available on a self-serve basis in H 4234.
Attachment

This directive was prepared for the guidance of siaff of the World Bank and is not necessanly a complete treatmeni of the subjects covered.
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Operational Directive 4.01: Environmental Assessment
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Environmental Assessment

Introduction

1. This directive outlines Bank policy and proce-
dures for the environmental assessment (EA) of
Bank lending operations, and related types of
environmental analysis.! EA is a flexible proce-
dure, which should vary in breadth, depth, and
type of analysis depending on the project. It may
be performed at one point in time or in discrete
stages. EA is carried out during project prepa-
ration, before appraisal, and is closely linked to
the feasibility study. For the purpose of this
directive, EA covers project-specific and other
environmental impacts in the area of influence of
a project.* EAs use the findings of country envi-
ronmental studies and action plans that cover
nationwide issues, the overall policy framework,
national legislaton, and institutional capabilities in
the country.

Purpose and Nature of EA

2. The purpose of EA is to improve decision
making and to ensure that the project options
under consideration are environmentally sound
and sustainable.?> All environmental consequences
should be recognized early in the project cycle
and taken into account in project selection, siting,
planning, and design. EAs identify ways of

improving projects environmentally, by pre-
venting, minimizing, mitigating, or compensatng
for adverse impacts. These steps help avoid
costly remedial measures after the fact. By
calling attention to environmental issues early,
EAs (a) allow project designers,- implementng
agencies, and borrower and Bank staff to address
environmental issues in a timely and cost-effective
fashion; (b) reduce the need for project condition-
ality because appropriate steps can be taken in
advance or incorporated into project design, or
alternatives to the proposed project can be consid-
ered; and (c) help avoid costs and delays in imple-
mentation due to unanticipated environmental
problems. EAs also provide a formal mechanism
for interagency coordination on environmental
issues and for addressing the concerns of affected
groups and local nongovernmental organizations
(NGOs). In additon, the EA process plays an
important role in building environmental manage-
ment capability in the country.

3. Like economic, financial, institutional, and
engineering analyses, EA is part of project prepa-
ration and is, therefore, the borrower’s responsi-
bility. Close integration of EA with these aspects
of project preparation ensures that (a) environ-
mental considerations are given adequate weight
in project selection, siting, and design decisions;
and (b) EAs do not delay project processing.

1. Unless the context otherwise requires, "EA° means the environmental assessment process required by this directive. *Bank®

includes IDA; “loans” include credits; “operations” and “investments™ include sector loans, rehabilitation loans, loans through
financial intermediaries, and the investment components of hybrid loans. Global Environment Facility (GEF) projects, or GEF
components of Bank projects, are subject to the provisions of this directive. IFC follows its own environmental review
procedure. In addition, IFC ensures that its projects comply with all relevant Bank environmental policies and guidelines,
adapted to its special needs. Bearing in mind its special circumstances, MIGA will ensure, to the extent possible, that the
objectives of this directive are met in its operations.

The World Bank, Environmenzal Assessment Sourcebook, Technical Paper No. 139 (Washington, D.C., 1991) (EA Sourcebook)
provides guidance on the subjects covered in this directive. The EA Sourcebook should be used for guidance throughout the
EA process. For the Bank's definition of "area of influence of a project,” see para. 3 and Annex B2 of OD 4.00, Annex B,
Environmenzal Policy for Dam and Reservoir Projects (to be reissued as OD 4.05). For a checklist of potental issues for an
EA and related Bank policies, see Annex A.

Guidance on sustainability is provided in OMS 2.36, Environmental Aspects of Bank Work (to be reissued as OD $.00,
Environmenzsal Policies).

This directive was prepared for the guidance of staff of the World Bank and is not necessaniy a complete treatmen of the subjects covered.
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Types of Environmental Analysis
Project-Specific EAs

4. Project-specific EAs or other analyses are
used to examine specific investment projects (e.g.,
dams, factories, irrigation systems). The detail
and sophistication of an analysis should be com-
mensurate with the expected impacts. Project-
specific EAs should normally cover (a) existing
environmental baseline conditions; (b) potential
environmental impacts, direct and indirect,
including  opportunites for environmental
enhancement; (c) systematic environmental com-
parison of altermative investments, sites,
technologies, and designs; (d) preventive,
mitigatory, and compensatory measures, generally
in the form of an environmental mitigation or
management plan; (¢) environmental management
and training; and (f) environmental monitoring.
To the extent possible, the following items are
quantified: capital and recurrent costs, environ-
mental staffing, training, monitoring require-
ments, and the benefits of proposed alternatives
and mitigation measures. Annex A sets out a
checklist of potential issues for an EA, and
Annex B provides the outline of a project-specific
EA report. Annex C describes the set of
measures that should be included in an environ-
mental mitigation or environmental management
plan. Annex D outlines the Bank’s internal
procedures, Annex E provides illustrative lists of

projects classified in categories A through C, and

Annex F sets out the format for an environmental
data sheet for projects in the IBRD/IDA lending
program. The data sheet for each category A
project is included in a quarterly annex to the
Monthly Operational Summary of Bank and IDA
Proposed Projects (MOS).

Regional and Sectoral EAs

5. Regional EAs may be used where a number
of similar but significant development activities
with potentially cumulative impacts are planned
for a reasonably localized area. In such cases,
regional EAs are generally more efficient than a
series of project-specific EAs. They may identify
issues that the latter might overlook (e.g., inter-

action among effluents or competition for natural
resources). Regional EAs compare alternative
development scenarios and recommend
environmentally sustainable development and land
use paterns and policies. Impacts may sometimes
extend across national boundaries. However,
regional EAs with an instimtional focus might
follow administrative boundaries. Regional EAs
are particularly useful when they precede the first
in a series of projects or development inter-
ventions in an undeveloped region, where a region
is slated for major developments, where cumu-
lative impacts are anticipated, or in regional
planning or agro-ecological zoning.

6. Sectoral EAs are used for the design of sector
investment programs. They are particularly suit-
able for reviewing (a) sector investment aiter-
natives; (b) the effect of sector policy changes;
(c) insdwtional capacities and requirements for
environmental review, implementation, and moni-
toring at the sectoral level; and (d) the cumulatve
impacts of many relatively small, similar invest-
ments that do not merit individual project-specific
EAs. Sectoral EAs should also have the objective
of strengthening the environmental management
capability of the sectoral or other relevant
agencies.  Sectoral EAs may overlap with
regional EAs.

7. Though in some cases regional or sectoral
EAs cover some of the requirements of project-
specific EAs, the later are still needed for major
investments.  Nevertheless, the regional or
sectoral EAs will have identified relevant issues,
collected much of the data, and, in general,
greatly reduced the work needed in subsequent
project-specific EAs.

Altematives 10 EAs

8. Many specific investment projects do not
need a full EA. Typically, these projects are
smaller, are not in environmenully sensitive
areas, and present issues that are narrow in scope,
well-defined, and well-understood. Alternadve
approaches may, therefore, be more effectve in
integrating environmental concerns into the
borrower’s planning process, and in focusing on

This directive was prepared for the gudance of siaff of the World Bank and is not necessanly a compiete treatmens of the subjects covered.
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the environmental work needed. Such alternative
approaches* include, for example,

(a) specific environmental design criteria
and pollution standards, acceptable to
the Bank, for small-scale industrial
plants;

(b) specific environmental design criteria
and construction supervision programs
for small-scale rural works projects; and

(¢) specific environmental siting criteria,
construction standards, and inspection
procedures for housing projects.

Sector and Financial Intermediary Lending

9. For sector investment loans and loans through
financial intermediaries, for which subproject
dewils are not known at the time of project
appraisal, the borrower may not be able to
prepare an EA as part of project preparation.
Further, such projects usually consist of many
small investments, which seldom require full EAs.
In such cases, the project implementing institu-
tions need to screen proposed subprojects and
carry out appropriate environmental analyses
consistent with this directive, prior to subloan
approval. To ensure that this can be done, the
Bank should appraise and strengthen, where
necessary, the implementing agency'’s
environmental capabilities to (a) screen
subprojects along the lines of this directive (see
para. 17 and Annex E), (b) obtin the necessary
expertise for EA preparation, (c) review EA
reports, (d) impiement mitigation plans, and

(e) monitor environmental conditions during
project implementation.® The aim should be to
help eswmblish satisfactory environmental review
systems in the appropriate agencies, rather than to
focus only on those investinents against which the
Bank happens 10 disburse.

Emergency Recovery Projects

10. Because emergency recovery projects need to
be processed rapidly, and seek mainly to restore
existing facilites, they would not normally
require a full EA. However, the extent to which
an emergency was precipitated or exacerbated by
inappropriate environmental practices should be
determined. Based on this finding, correcdve
measures should be built into either the
emergency project or a future lending operaton.®

Global Issues

11. A number of agencies—inside and outside the
United Nations (UN) system--carry out scientfic
investigations on global environmental issues
(ozone depletion, global warming, sea level rise,
ocean dumping, pollution of international waters,
transport of hazardous wastes, biodiversity, etc.).
While it keeps abreast of the findings of these
agencies, the Bank is developing its own guide-
lines in these areas. The Bank also draws upon
prevailing views in its own environmenul,
economic, sectoral, and investment policies and
programs, with a view 10 minimizing possible
adverse impacts on global environmental quality.
The Bank encourages such issues to be considered
in EAs where relevant and feasible.”

In some cases, adherence to other existing directives is an acceptable alternative to an EA (c.g., OPN 11.01, Guidelines for
the Selecrion and Use of Pesticides in Bank-Financed Projecis and their Procurement When Financed by the Bank, to be reissued
as OD 4.03, Agricultural Pest Management).

The appraisal mission develops clear arrangements with the borrower for carrying out these functions during project
implementation, indicating the sources of required expertise and the proper division of responsibilities among the ultimate
borrower, the financial intermediary or sector agency, and the agencies responsible for environmental management and
regulation. These arrangements ensure that subprojects that do not comply with accepted environmental standards are not
financed under the project. In cases where subprojects are known prior to appraisal, they are subject to the normal procedures
described in this direcuve. The EA Sourcebook provides further guidance on appraising the environmentai aspects of sector
and financial intermediary lending. .

See OD 8.50, Emergency Recovery Assistance.

Guidance will be prepared on global environmental issucs by the Environment Depantment (ENV) 1n cooperation with the
Regronal environment divisions (REDs).

This direcave was prepared for the guidance of staff of the World Bank and is not necessanly a complete treamment of the subjects covered.
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Institutional Aspects
Strengthening Environmenzal Capabilities

12. The ultimate success of EA depends upon the
capability and understanding of environmental
matters of the government agencies concerned.
Therefore, as part of the EA process, it is neces-
sary to identify relevant environmental agencies
and their capability for carrying out required EA
activities. Projects with potentially major impacts
normally require the strengthening of several
environmental functions (e.g., environmental
monitoring, inspection, management of mitigatory
measures, EA scientfic and technical review, and
cross-sectoral coordination). In addition, policy
strengthening is often needed through the develop-
ment of legal or regulatory measures (including
incentives) that ensure adequate environmental
performance standards. These functions may be
located in one or more units and at one or more
administrative levels, depending on the country
and project.® Early focus on institutional involve-
ment in the EA process (a) helps ensure that the
executing agency’s and central policy entity’s
knowledge and perspectives are taken into
account, (b) provides on-the-job training for staff,
and (c) provides continuity for implementing the
EA’s recommendatons. In addition, to help
develop EA capability in the country, the Bank
encourages the use of local expertise and pro-
motes EA training for local staff and consuitants.®

Environmental Advisory Panels

13. For major, highly risky, or contentious pro-
jects with serious and mult-dimensional environ-
mental concerns, the borrower should normaily
engage an advisory panel of independent, interna-
tonally recognized, environmental specialists to
advise on (a) the terms of reference (TORs) for

the EA, (b) key issues and methods for preparing
the EA, (c) recommendations and findings of the
EA, (d) implementation of the EA’s recommenda-
ations, and (e) development of environmental
management capacity in the implementing
agency.®®

EA Procedures

14. Since project and country conditions, national
legislaton, and insttutional experience vary
among borrowers, both the borrower and the
Bank must exercise judgment in using the EA pro-
cess 10 design and implement projects that are
both environmentally and economically sound,
and that are consistent with the environmental
laws, policies, and procedures of the borrower.
The Environment Department (ENV), the Legal
Department, and the Regional environment
divisions (REDs) maintain information on these
requirements.

EA Preparation

15. Though EA preparation is the responsibility
of the borrower, the Bank's task manager (TM)
assists and monitors the EA process, with support
from the RED." The borrower and the Bank
should agree as early as possible after issuance of
the Inital Executive Project Summary (IEPS) on
the terms of reference (TORs) for the EA, and on
the EA procedures, schedule, and outline. This is
because (a) EA preparation should form part of
the overall feasibility study or preparation work
for the project, so that the EA’s findings can be
directly integrated into project design; (b) some
EAs require substantial ime for preparation (see
Annex D, paras. 6-7); and (c) compietion of the
EA report is a prerequisite for the departure of
the appraisal mission. Major steps in the EA
process are outlined in Annex D. The steps

8.  The first level of environmental invoivement is on-site; & second, at the level of the implementing or executing agency, such
as a Department of Agriculture, or Health; and a third at a centrai policy level, such as an environmental agency or other central
policy-making body that oversees and coordinates intersectoral aspects.

Guidance on institutional strengthening is in the EA Soutcebook.

10.  For more detail on the selection and functions of the panel, see para. 18 of OD 4.00, Annex B, Environmental Policy for Dam

and Reservoir Projects (1o be reissued as OD 4.05).

1. See OD 9.00, Processing of Investment Lending, for the context of loan processing into which decisions on the environment

category and the EA fit.

This direcnve was prepared for the guidance of siaff of the World Bank and is not necessarily a complete treamment of the subjecis covered.
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include (a) screening (see para. 17 and Annex E),
(b) aking decisions based on the IEPS,
(c) notifying the Board through the MOS,
(d) preparing TORs for the EA, (e) preparing the
EA, (f) reviewing the EA and incorporating
environmental measures into the project,
(g) supervising the project, and (h) evaluating the
project ex post.

16. Borrowers may request Bank assistance for
financing EAs through a Project Preparation
Facility’? (PPF) advance, from the Technical
Assistance Grant Program for the Environment,
or from trust funds., When the EA is prepared by
specialists separately from the overall feasibility
study for the project, the specialists should liaise
closely with the project preparation or feasibility
teams. For projects with potentially major
adverse environmental impacts, such as large
dams or projects involving large-scale reset-
tlement, the borrower should retain independent
EA experts not affiliated with the project.

Environmental Screening

17. The TM should screen projects/components
at identification to determine the nature and extent
of the environmental work required. As a resuit
of the screening, the TM, with the concurrence of
the RED, assigns the project to one of the
following categories,’”® in accordance with
Annex E:

Category A: A full EA is required.

Category B: Although a full EA is not
required, environmental anal-
ysis is required.

Category C: No EA or environmental anal-
ysis is required.

12. See OD 8.00, Project Preparanon Facility.
13. See footnote 11.

Interagency Coordination

18. Because environmental issues generally

involve national, provincial, and local government
agencies and cover a broad range of respon-

sibilities (wildlife, health, water and land use,

tourism, etc.), coordination among government

agencies is crucial. Coordination is best achieved
through interagency meetings convened by the

proponent agency at key points, i.e., once the

decision has been reached to carry out a full EA,

and once the draft EA report has been completed.

The meetings provide an opportunity to identify

the issues, types of analysis required, sources of
relevant expertise, responsibilides and schedule

for the EA, mitigatory measures to be considered, .
and other recommendations.

Involvemen: of Affected Groups and
Nongovernmenzal Organizations

19. The Bank expects the borrower to take the
views of affected groups and local NGOs™ fully
into account in project design and implementadon,
and in particular in the preparation of EAs. This
process is important in order to understand both
the narure and extent of any social or environ-
mental impact and the acceprability of proposed
mitigatory measures, partcularly to affected
groups. Consultations do not reduce the decision
authority of the borrower, but are a valuable way
to improve decision making, to obtain feedback
on the EA process and draft report, and to
increase community cooperation in implementing
the recommendations of the EA.

20. Such consultations should occur at least at the
following two stages of the EA process:
(a) shortly after the EA cawlegory has been
assigned, and (b) once a draft EA has been
prepared.’ In projects with major social

14. For the Bank’'s overall approach to NGOs, sce OD 14.70, Involving Nongovernmental Organizanons in Bank-Supporied

Acnivities.

15.  Further consultations are encouraged at other appropriate points during EA preparation, afier EA finahization, and throughout
project implementation. Updates and information feedback between meetings are best when they are systematic and routine.
One approach that has been effectively used by many countries is to follow the first interagency mecting wath an initial

consultation session with affected groups and local NGOs.

This direcnive was prepared for the guidance of staff of the World Bank and is not necessanly a complese ireamment of the subjects covered.
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components, which require consuitations pursuant
to other Bank Operational Directives,'® the
consuitations on social issues and on EA may
be linked.

Disclosure of Informarion

21. In order for meaningful consuitations to take
place between the borrower and affected groups
and local NGOs, it is necessary that the borrower
provide relevant information prior to
consultations. The information should be
provided in a timely manner and in a form that is
meaningful for, and accessible to, the groups
being consulted. Such information normally
includes (a) for the initial consultation, a summary
of the project description and objectives, and
potential adverse effects of the proposed project;
and (b) once the EA report has been prepared, a
summary of its conclusions in a form and
language meaningful to the groups being
consulted. Any consultation should pay particular
atiention to those issues most likely to affect the
people being consulted. In addition, the borrower
should make the EA report available at some
public place accessible to affected groups and
local NGOs for their review and comment.

22. Bank policy is to request the borrower’s
advance permission to release the EA report 1o the
executive directors (EDs) because the reportis the
borrower’s property. When the need for an EA
and the TORs for the EA are discussed with the
borrower, the TM should seek the borrower’s
permission, in principle, for the release of the
report to the EDs. Once the Bank has received a
copy of the EA report from the borrower with the
necessary permission for release, the country
department (CD) should transmit the borrower’s
English-language summary of the EA to the
Secretary’s Deparunent for distribution o the
EDs. Further, because an important purpose of
the EA process is informed decision making, the
TM should deposit a copy of the EA repont
(without Bank endorsement) in the project file. If
the borrower indicates at any time that it is not in
a position to release such a report to the EDs, the
Bank should not proceed with further work on the
project, unless the Senior Vice President,
Operatdons (OPNSV), -decides otherwise on the
recommendation of the Regional vice president
concerned, and for objective reasons unrelated to
the environmental soundness of the project.

16. For example, OD 4.30, Involuniary Resestiement, and OD 4.20, Indigenous Peoples.

This direcave was prepared for the gudance of ssaff of the World Bank and 1s not nly a c lete ur of the subjects covered.
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Checklist of Potential Issues for an EA

Where applicable, EAs should address the
following issues, which are subject to the Bank
policies and guidelines identified here:

(a) Agrochemicals. The Bank promotes the
use of integrated pest management
(IPM) and the careful selection, appli-
cation, and disposal of pesticides (see
OPN 11.01, Guidelines for the Selection
and Use of Pesticides in Bank-Financed
Projects and Their Procurement When
Financed by the Bank, to be reissued as
OD 4.03, Agricultural Pest Manage-
menr). Due to their impacts on surface
and groundwater quality, the use of
fertilizers must also be carefully
assessed.

(b) Biological Diversity. The Bank
promotes conservation of endangered
plant and animal species, critical

" babitats, and protected areas (see
para. 9b of OMS 2.36, Environmenial
Aspects of Bank Work, to be reissued as
OD 4.00, Environmenral Policies, and
OPN 11.02, Wildlands: Their Protec-
tion and Managemen: in Economic De-
velopmenz, to be reissued as OD 4.04,
Wildlands).

(¢) Coastal and Marine Resources Manage-
ment. Guidelines are available from the
Environment Deparment (ENV) on the
planning and management of coastal
marine resources, including coral reefs,
mangroves, and wetlands.

(d) Cultural Properties. OPN 11.03, Man-
agement of Cultural Property in Bank-
Financed Projecrs (to be reissued as
OD 4.25, Cultural Properry), confirms
the Bank's commitment to protect

(e

ty

@

®

®

archaeological sites, historic momu-
ments, and historic settlements.

Dams and Reservoirs. OD 4.00,
Annex B, Environmental Policy for
Dam and Reservoir Projecrs (10 be
reissued as OD 4.05), provides specific
guidance for addressing environmental
issues in the planning, implementation,
and operaton of dam and reservoir
projects.

Hazardous and Toxic Materials. Guide-
lines are available from ENV on the
safe manufacture, use, transport,
storage, and disposal of hazardous and
toxic materials.

Indigenous Peoples. 0D 4.20, In-
digenous Peoples (formerly OMS 2.34,
Tribal People in Bank-Financed
Projects), provides specific guidance for
addressing the rights of indigenous
peoples, including traditional land and
water rights.

Induced Development and Other Socio-
cultural Aspects. Secondary growth of
sertiements and infrastructure, often
referred to as "induced development” or
"boomtown" effects, can have major
indirect environmental impacts, which
relatively weak local governments may
have difficulty addressing.

Industrial Hazards. All energy and
industry projects should include a
formal plan to prevent and manage
industrial hazards (see Technica, Lid.,
and World Bank, Technigues of
Assessing  Industrial Hazards: A
Manual, Technical Paper No. 55,
Washingion, D.C., 1988).

This direcave was prepared for the guidance of siaff of the World Bank and 15 not necessanty a
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k)

®

(m)

(n)

)]

Internarional Treaties and Agreements
on the Environment and Natural
Resources. The EA should review the
status and application of such current
and pending treaties and agreements,
including their notificadon require-
ments. The Legal Department, which
maintains a list of international treaties,
could obtain the information required on
applicable laws in individual countries.

International Waterways. OD 7.50,
Projects on International Warerways,
provides guidance. This OD exempts
from notificaton requirements any
rehabilitation projects that will not
affect the quality or quantity of water
flows.

Involunzary Resettiement. 015 4.30,
Involuntary Resertiement, renders
guidance.

Land Settlement. Due to the complex
physical, biological, socioeconomic, and
cultural impacts, land settlement should
generally be carefully reviewed (see
OD 4.31, Land Semiement, to be
issued). ’

Nawral Hazards. The EA should
review whether the project may be
affected by natural hazards (e.g., earth-
quakes, floods, volcanic activity) and
should propose specific measures 10
address these concerns when appropriate
(see OD 8.50, Emergency Recovery
Assistance).

Occupational Health and Safery. All
industry and energy projects, and proj-
ects in other sectors where relevant,
should include formal plans to promote
occupational health and safety (see
World Bank, Occuparional Health and

®

@

(@

s)

®

Safery Guidelines, Washingion, D.C.,
1988).

Ports and Harbors. Guidelines are
available from the Infrastrucmure and
Urban Development Department on
addressing common environmental
concerns associated with port and
harbor development (see World Bank,
Environmenial Considerations for Port
and Harbor Developments, Technical
Paper No. 126, Washington, D.C.,
1990).

Tropical Forests. The Bank’s “Forest
Policy” paper of July 1991 should be
followed. OPN 11.02, Wildlands:
Their Protection and Managemen: in
Economic Development (to be reissued
as OD 4.04, Wildlands), also addresses
issues relating to tropical forests.

Watersheds. Bank policy promotes the
protection and management of water-
sheds as an element of lending oper-
ations for dams, reservoirs, and
irrigaton systems (see para. 6 of
OD 4.00, Annex B, Environmenral
Policy for Dam and Reservoir Projects,
to be reissued as OD 4.05).

Werlands. The Bank promotes conser-
vaton and management of wetlands
(e.g., estaries, lakes, mangroves,
marshes, and swamps). This subject is
covered by OPN 11.02 (see (1) below).

Wildlands. The Bank is committed to
protect wildlands and provides for
compensatory measures when lending
results in  adverse impacts (see
OPN 11.02, Wildlands: Their Protec-
tion and Managemen:t in Economic
Developmenr, 1t be reissued as
OD 4.04, Wildlands).

This direcnve was prepared for the guidance of staff of the World Bank and 1s noi necessanly a complese ireazmens of the subjecis covered.
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Outline of a Project-Specific EA Report

1. A full EA report should be concise and
should focus on the significant environmental
issues. The report’s level of detail and sophis-
tication should be commensurate with the potential
impacts. The target audience should be project
designers, implementing agencies, and borrower
and Bank staff. The report submitted to the Bank
should be prepared in English, French, or
Spanish.

2. The EA report should include the following

-

1nems:

(@) Executive Summary. Concise discus-
sion, in English, of significant findings
and recommended actions.

(b) Policy, Legal, and Administrative
Framework. Discussion of the policy,
legal, and administrative framework
within which the EA is prepared. The
environmental requirements of any
cofinanciers should be explained.

(c) Project description. Concise descrip-
tion of the project’s geographic, eco-
logical, social, and temporal context,
including any off-site investments that
may be required by the project (e.g.,
dedicated pipelines, access roads, power
plants, water supply, housing, and raw
material and product storage facilities).

(d) Baseline Data. Assessment of the
dimensions of the study area and
description of relevant physical, bio-
logical, and socioceconomic conditions,
including any changes anticipated before
the project commences. Current and
proposed development activities within
the project area (but not directly
connected to the project) should also be
taken into account.

e

®

(2

Environmental Impacts. ldentification
and assessment of the positive and
negative impacts likely to result from
the proposed project. Mitigation
measures, and any residual negative
impacts that cannot be mitigated, should
be identified. Opportunities for
environmental enhancement should be
explored. The extent and quality of
available data, key data gaps, and
uncermainties associated with predictons
should be identified/estimated. Topics
that do pot require further attention
should be specified.

Analysis of Alternarives: Systematic
comparison of the proposed investment
design, site, technology, and operational
alternatives in terms of their potental
environmental impacts; capital and
recurrent costs; suitability under local
conditions; and institutional, training,
and monitoring requirements. For each
of the alternatives, the environmental
costs and benefits should be quantified
to the extent possible, and economic
values should be attached where
feasible. The basis for the selection of
the aliernative proposed for the project
design must be stated.

Mitigarion Plan.  lIdentification of
feasible and cost-effective measures that
may reduce potentally significant
adverse environmental impacts 1o
accepuable levels, and estimation of the
potential environmental impacts; capitl
and recurrent costs; and insttutional,
training, and monitoring requirements
of those measures. The plan (some-
times known as "action plan,” or "envi-
ronmental mitigaton or management

This direcave was prepared for the guidance of siaff of the World Bank and is not necessanity a complete treatmeru of the subjects covered.
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plan,” outlined in Annex C) should
provide dewmils on proposed work
programs and schedules. Such details
help ensure that the proposed environ-
mental actions are in phase with engi-
peering and other project activities
throughout implementation. The plan
should consider compensatory measures
if mitigation measures are not feasible
or cost-effective.

Environmental Management and
Training. Assessment of the existence,
role, and capability of environmental
units on-site, or at the agency and
ministry level. Based on these findings,
recommendations should be made con-
cerning the establishment and/or expan-
sion of such units, and the training of
staff, to the point that EA recommen-
dations can be implemented.

Environmenzal Monitoring Plan. Spec-
ification of the type of monitoring, who
would do it, how much it would cost,

®

and what other inputs (e.g., training)
are necessary.

Appendices

(i) List of EA Preparers—individuals
and organizations.

(ii) References—writien materials used
in study preparation. This list is
especially important given the
large amount of unpublished
documentuation often used.

(iii) Record of Interagency/Forum/
Consuliation Meetings--including
lists of both invitees and atiend-
ees. The record of consultatons
for obtaining the informed views
of the affected people and local
NGOs should be inciuded. The
record- should - specify any means
other than consultations that were
used to obmwmin the views of
affected groups and local NGOs.

This direcave was prepared for the guidance of staff of the World Bank and i1s not necessanly a complete ir of the subjects covered.
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Environmental Mitigation or Environmental Management Plan

1. A project’s mitigation or environmental
management plan consists of the set of measures
to be taken during implementation and operation
to eliminate, offset, or reduce adverse environ-
mental impacts to acceptable levels. Also
included in the plan are the actions needed to
implement them. Mitigation plans are essential
elements of category A projects (see Annex E).
Mitigation plans alone suffice for many category
B projects. During the preparation of a mitigation
plan, project sponsors and their EA design team
(a) identify the set of responses to potentially
adverse impacts, (b) determine requirements for
ensuring that those responses are made effectively
and in a timely manner, and (c) describe the
means for meeting those requirements.

2. A mitigation or management plan should
include the following items:

(a) identification and summary of all the
significant adverse environmental
impacts that are anticipated;

(b) descripion and technical demils for
each mitgation measure, including the
type of impact to which it relates and
the conditions under which it is required
(e.g., continuously or in the event of
contingencies), together with designs,
equipment descriptons, and operating
procedures, as appropriate;

(c) insttutional arrangements—the assign-
ment of the various responsibilites for
carrying out the mitigatory measures
(e.g., responsibilides which involve
operation, supervision, enforcement,
monitoring of implementation, remedial
action, financing, reportng, and
staff training);

(d) implementation schedule for measures
that must be carried out as part of the
project, showing phasing and coordin-
ation with overall project implemen-
rtion plans;

(¢) monitoring and reporting procedures 1o
(i) ensure early detection of conditions
that necessitaie pardcular mitgation
measures, and (ii) provide information
on the progress and results of miti-
gation; and

(f) integradon into the total project cost

. tables of the cost estimates and sources
of funds for both the initial invesmment
and the recurring expenses for imple-
menting the mitigation plan.

3. To strengthen environmentali management
capability in the agencies responsible for
implementation, most mitigation plans cover one
or more of the additional topics identified below:

(a) technical assistance programs,

(b) staff development,

(c) procurement of equipment and supplies,
and

(d) organizadonal changes.

4. The borrower’s decision to proceed with a
project, and the Bank's decision to support it, will
be in part predicated on the expectation that the
mitigation plan will be executed effectvely.
Consequently, it is important to integrate the plan
into the project’s overall planning, design, budget,
and implementation. Such integraton should be
achieved by establishing the midgatgon plan as a
component of the project. This precaution
ensures that the plan will receive funding and
supervision along with the other invest-
ment components.

This direcnve was prepared for the guidance of siaff of the World Bank and is not necessaniy a complete treatment of the subjects covered.
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5. Specific links should exist for (a) funding,
(b) management and training (strengthening local
capabilities), and (¢) monitoring. The purpose of
the first link is to ensure that the proposed actions
are adequately financed. The second link helps
embed in the overall management plan the
training, technical assistance, staffing, and other
institutional strengthening needed to implement

the mitigatory measures. The third link is
necessary to provide a critical path for impiemen-
tation and to enable the sponsors and the Bank to
evaluate the success of mitigation as a part of
project supervision and as a means for improving
future projects. These linkages may be part of the
conditionality in Loan Agreements or in the
Minutes of Negotations.

This direcave was prepared for the guidance of staff of the World Bank and is not necessanly a complete ireatment of the subjects covered.
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EA Procedures: Internal

Initial Executive Project Summary (IEPS)

1. After consulting with the Regional environ-
ment division (RED), the task manager (TM)
indicates in the Initial Executive Project Summary
(IEPS) (a) the key environmental issues, (b) the
project category (see Annex E) and the type of
environmental work needed, and (c) a preliminary
EA schedule. In exceptional cases, if it is
antcipated that an EA cannot be available prior to
appraisal, the IEPS should propose special
procedures to address the situation. The IEPS
meeting should confirm the type, timing, and
issues of environmental analysis.

Monthly Operational Summary

2. The TM ensures that the Monrhly Operational
Summary of Bank and IDA Proposed Projects
(MOS), which is used to alert the execudve
directors to forthcoming projects, contains the EA
category assigned to a project. He also prepares
and updates as needed an environmental data sheet
for all projects in the IBRD/IDA lending program
(see Annex F). For category A projects, the
environmental data sheet will be included in a
quarterly annex to the MOS.

Preparation of Terms of Reference for the EA

3. Following the IEPS meeting, the Bank
discusses with the borrower the scope of the EA,
and assists the borrower, as necessary, in
preparing the terms of reference (TORs) for the
EA. Normally, a field visit for this purpose is
conducted by Bank environmenual staff or
environmental consultants. The Bank should
ensure that the TORs provide for adequate
interagency coordination and consultadon with
affected groups and local nongovernmental organ-
izations (NGOs). For category A projects, it is
advisable for Bank swff to attend scoping and EA
review meetings.

4. To help ensure a full EA report, the borrower
should be (a) provided with the "Outline of a
Project-Specific EA Report” (see Annex B) at the
time the TORs for the EA are reviewed by the
Bank and (b) informed of the need to have the
report submitted to the Bank writien in English,
French, or Spanish. The requirement in Annex B
for an executive summary, to be prepared in
English, should specifically be called to the
borrower’s auenton.

. EA Preparation

5. The EA should form part of the overall feasi-
bility smdy or project preparation, so that the
EA'’s findings are directly integrated into project
design. When the EA is prepared separately by
specialists, the specialists should liaise closely
with the project preparation or feasibility teams.
For projects with potentially major adverse envi-
ronmental impacts, such as large dams or projects
involving large-scale resettlement, the borrower
should retain independent EA experts not affil-
iated with the project. Borrowers may request
Bank assistance for financing EAs through a
Project Preparation Facility (PPF) advance, from
the Technical Assistance Grant Program for the
Environment, or from trust funds.

6. An EA for 2 major project typically takes
6-18 months to prepare and review. The EA
report should be received by the Bank prior to the
departure of the appraisal mission, and a summary
should be circulated with the Final Execudve
Project Summary (FEPS)/white cover Staff
Appraisal Report (SAR) to minimize the risk of
project changes and delays at a later stage.

7. For some projects, a full year of baseline data
is essental to capture seasonal effects of certain
environmental phenomena, such as rainy and dry
seasons or species migrations. In contrast, other
effects (e.g., hydroclimatic variation) may require

This direcnve was prepared for the guidance of siaff of the World Bank and is not necessanly a plete tre
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muitiyear data. To avoid delay in critical project
decisions in these cases, short-term monitoring
should be used to provide conservative estimates
of environmental impacts. In such instances, such
short-term data can be a surrogate for annual data
while longer-term data are being collected. Since
special care in designing the baseline monitoring
program is warranted, the borrower should be
encouraged to discuss the matter with the Bank.

EA Review and Project Appraisal

8. For category A projects, the borrower sub-
mits the EA report to the Bank prior to the depar-
ture of the Bank’s appraisal mission. This report
follows (t0 the extent relevant) the oudine for
project-specific EA reports provided in Annex B
and includes a separate English summary. The
TM, with the advice of the RED, assesses the
EA, taking into account the TORs agreed upon
with the borrower. In addition, in view of the
need for the borrower to take the views of
affected groups and local NGOs into account, the
TM ascertains the nature of the consultations
undertaken with such groups and assesses the
extent to which their views have been considered.

9. The FEPS summarizes the EA’s status and
describes how major environmental issues have
been resolved or are to be addressed, noting any
proposed conditionality. Prior to the FEPS
meeting, the RED reviews and comments on the
EA and on the EA annex in the white cover SAR.
If the RED is not satisfied with the EA, it may
recommend to the country department that (a) the
appraisal mission be postponed, (b) the mission be
considered a preappraisal mission, or (c) certain
issues be reexamined during the appraisal mission.
The appraisal mission reviews both the procedural
and substantive elements of the EA with the bor-
rower, resolves any issues, assesses the adequacy
of the institutions responsible for environmentul
management in light of the EA’s findings, ensures
that the mitigation plan is adequately budgeted,
and determines if the EA’s recommendations are
properly addressed in project design and
economic analysis.

Distribution 10 Executive Directors

10. When an EA report is received from a
borrower, the country department should ensure
that the English-language summary is sent to the
Adviser and Board Operations, Secretary’s
Department, for distribution to the executve
directors, and that the full EA report is placed in
the project file. The EA summary’s transmittal
memorandum, for signamre by the country
department director, should state that the EA
summary, and the full report filed,

(@) have been prepared by the borrower and
have not been evaluated or endorsed by
the Bank; and

(b) are subject to review and possible
change during the appraisal process.

11. The TM should aiso ensure that the next
quarterly issue of the-MOS, Annex B, contains an
entry indicating the date on which the EA report
was received. The receipt of the EA repont
should also be noted on the environmental data
sheet (see Annex F).

Board Documenis

12. The findings of the EA process and the
procedures used in its preparation are summarized
in the text of the SAR and in the Memorandum
and Recommendation of the President. A SAR
annex summarizes the EA of category A projects
more fully. The summary covers, infer alia,
environmental baseline conditions; the alternatives
considered; preventive, mitigatory, and compen-
satory actions; the capability of environmental
units and measures to strengthen them; environ-
mental monitoring arrangements; revisions to the
EA required as a result of the appraisal; and the
borrower’s consultations with affected groups and
NGOs. These factors provide the basis for the
RED’s formal environmental clearance, prior to
the authorization of negotiations by the Regional
vice president. The EA annex should also indi-
cate if a revised EA report has been prepared and

This direcnve was prepared for the guidance of staff of the World Bank and is noi necessanly a complete treamment of the subjects covered.



THE WORLD BANK OPERATIONAL MANUAL

Operational Directive

October 1991
OD 4.01— Annex D
Page 3 of 3

included in the project file. Measures critical to
sound project impiementation may require specific
loan conditionality.

Supervision

13. EA recommendations provide the basis for
supervising the environmental aspects of the
project during implementation. Compliance with
environmental commitments, the status of miti-
gatory measures, and the findings of monitoring
programs are part of borrower reporting require-
ments and project supervision. When major
issues arise, special supervision missions with
adequate environmental expertise are programmed
and budgeted in advance, where possible.

Ex Post Evaluation

14. The project completion report’ submitted to
the Operations Evaluation Department evaluates
(a) environmental impacts, noting whether they
were anticipated in the EA report; (b) the
effectiveness of the mitigatory measures taken;
and (c) institutional development and training.

Role of the Environment Deparrmen:

15. Responsibility for all projects, including their
EAs, is vested in the Regions. The role of the
Environment Department (ENV) in the EA pro-
cess is to support the Operations complex
throughout. This EA support focuses on training,
dissemination of best practices, reviews, guide-
lines, and other operational support as requested.
To enable it to fulfill this role, ENV should be
kept systematically informed of key decisions at
relevant stages of the EA process, such as
screening, public participation, EA schedules, and
EA reviews. The REDs share with ENV copies
of EA reports that are submitted. by borrowers to
the Bank prior to appraisal. ENV should be con-
sulted as needed in special cases. ENV is
available, when deemed necessary, to discuss or
assist with all aspects of the EA process at any
stage. ENV will share with the other Regions the
EAs, related materials, precedents, and experience
originating in one Region. . ENV will conduct
post hoc EA reviews selectively with the REDs in
order to ascertain best practice and the
development of policies in this area.

1.  See the OPNSV memorandum Guidelines for Preparing Project Complenon Reports (PCRs), June 7, 1989, and OMS 3.58,
General Guidelines for Prepanng Project Complenon Reports, which are to be combined and reissued as OD 13.55, Project

Complenon Reporss.

This directive was prepared for the guidance of siaff of the World Bank and 1s not necessanly a complete treatment of the subjects corered.
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Environmental Screening

Determination of EA Category

1. The purpose of screening is to decide the
nature and extent of the EA or environmental
analysis to be carried out. The classification of
each proposed project depends on the type, loca-
tion, semsitivity, and scale of the proposed
project, as well as the nature and magnimde of its
potential impacts.! At identfication and prior to
the issuance of the Initial Executive Project
Summary (IEPS), projects should be screened for
environmental issues and assigned to one of three
categories: A, B, or C.> The selection of the
category should be based upon the expected
environmental impacts. Best professional judg-
ment is essential throughout this procedure.

Category A: A full EA is required.

Category B: Although a full EA is not
required, environmental anal-
ysis is required.

Category C: No EA or environmental anal-
ysis is required.

2. The EA category should be assigned by the
task manager (TM), with the concurrence of the
Regional environment division (RED). An EA
normally deals with the whole project, but it
focuses most time and attention on the compo-
nents with the  potentially greatest negative
impacts and their links with the rest of the
project. Any project may contain environmentally
benign components; however, in projects with

several components, those components with the
most serious environmental issues should receive
the principal focus. Projects are categorized
according to the component with the potentiaily
most serious adverse impact. Dual categories
(e.g., A/C) should not be used. For instance, a
relatively benign project with a single category A
component is a category A project. The results of
the screening should be reported in the Monzhly
Operational Summary of Bank and IDA Proposed
Projects (MOS) and indicated on the environ-
mental data sheet (see Annex F).

Revision of EA Categories

3. The EA category assigned to the project as
part of the screening is based on the best judg-
ment and information available at that early stage.
If the project is modified or new information
becomes available to justify reclassification, the
TM should reclassify a proposed project. The
reclassification should be done with the concur-
rence of the RED. The new classification that
appears in the MOS should be followed by "(R)"
to indicate a revision. The reasons for any
reclassification should be recorded on the
environmental data sheet (see Annex F).

lllustrarive Lists
4. Bank and international experience shows that

projects in certain sectors or of certin types are
normally best classified as illustrated below.

1. "Location” refers to proximity to or encroachment on environmentally (ragie areas, such as mangroves, wetlands, and rain
forests. °Scale” needs to be judged by the task manager (TM) in the country context; if large, the project is likely to be &
category A project. “Sensitivity® refers to issues such as impacts that are irreversible, affect vulnerable ethnic minorities, or

involve involuntary resetlement.

[N

Projects classified in category D before this directive was issued should be reclassified, where practicable, by the TM with the

concurrence of the Regional environmental division. An environment project formeriy classified as catcgory D may fall into

any of the three categories.
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These examples are only illustrative; they are by
po means exhaustive.?

Category A Projects/Components

5. A full EA is required if a project is likely to
have significant adverse impacts that may be
sensitive, irreversible, and diverse. The impacts
are likely to be comprehensive, broad, sector-
wide, or precedent-setting. Impacts generally
result from a major component of the project and
affect the area as a whole or an entire sector.

(a) Dams and reservoirs;

(b) Forestry production projects;

(c) Industrial plants (large-scale) and
industrial estates;

(d) Irrigation, drainage, and flood control
(large-scale);

(¢) Land clearance and leveling;

(f) Mineral development (including oil and
gas);

(g) Port and harbor development;

(h) Reclamation and new land development;

(i) Resettlement and all projects with
potentially major impacts on people;

( River basin development;

(k) Thermal and hydropower development;
and

(1) Manufacture, transportation, and use of
pesticides or other hazardous and/or
toxic materials.

Category B Projects/Components

6. The project may have adverse environmental
impacts that are less significant than category A
impacts. Few if any of these impacts are irre-
versible. The impacts are not as sensitive,

numerous, major, or diverse as category A
impacts; remedial measures can be more easily
designed. Preparation of a mitigation plan (see
Annex C) suffices for many category B projects.
Few category B projects would have a separate
environrnenta} report; most may be discussed in a
separate chapter of the project preparation or
feasibility study.

(a) Agro-industries (small-scale);

(b) Electrical transmission;

(c) Agquaculture and mariculture;

(d) Irrigation and drainage (small-scale);

(¢) Renewable energy;

(f) Rural electrificaton;

(g Tourism;

(h) Rural water supply and sanitation;

(i) Watershed projects (management or
rehabilitation); and

(®» Rehabilitation, maintenance, and

. upgrading projects (small-scale).

Category C Projects/Components

7. An EA or environmental analysis is normally
not required in this category because the project
is unlikely to have adverse impacts. Professional
judgment finds the project to have negligible,
insignificant, or minimal environmental impacts.

(a) Educadon,

(b) Family planning,

(¢) Health,

(d) Nutriton,

(e) Institutional development,

() Technical assistance, and

(g0 Most human resource
projects.

3. For example, highway and rural road projects and major urban water or sanitation projects, while normally category A, are not
listed below because there are exceptions; hence they are not clear examples.

This direcnve was prepared for the guadance of staff of the World Bank and is not necessanly a complete ireatment of the subjects covered.
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Environmental Data Sheet for Projects
in the IBRD/IDA Lending Program

Country:

Project Name: Project ID No.: Total Project Cost:

Appraisal Date:

Board Date:

Managing Division:

Lending Instruments: Sector:

Date (est.) for receipt of EA by Bank: EA Category: A/B/C (circic one); date assigned:
Major Project Components: (p descriptico of project campanents)

Major Environmenial Issues: (descnbes major environmental 1ssucs ideatified or suspecicd in project)

Other Environmenial Issues: (describes eaviroomental issucs of lesser scope associated with progect)

Proposed Actions: (describ ions proposed to mitigate caviroamental issucs described above)
Justification/Rationale for Environmerzal Category: (p T for | category selected and expl of any
changes from inutial classification)

Status of Category A Environmental Assessment: (prescms EA start-up date. EA first draft, and current status)

Remarks: (gives status of any other eavironmental sudies, lists Jocal groups aod local NGOs consulied. tells whether borrower has given
permission o release EA, exc.)

Signed by:

Operauons Division Chief

Signed by:

Regionai Environment Division Chief

This direcnve was prepared for the guidance of siaff of the World Bank and is not necessanly a complete sreammeru of the subjects covered.
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Environmental Action Plans

1. The Bank' encourages and supports the
efforts of borrowing governments to prepare and
implement an appropriate Environmental Action
Plan (EAP)? and to revise it periodically as neces-
sary. Although the Bank may provide advice,
responsibility for preparing and implementing the
EAP rests with the government, and the EAP is
the country’s plan.

2. An EAP describes a country’s major
environmental concerns, identifies the principal
causes of problems. and formulates policies and
actions to deal with the problems.® In addition,
when environmental information is lacking, the
EAP identifies priority environmental information
needs and indicates how essential data and related
information systems will be developed. The EAP
provides the preparation work for integrating
environmental considerations into a country’s
overall economic and social development strategy.
The EAP 1s a living document that is expected to
contribute to the continuing process by which the
government develops a comprehensive national
- environmental policy and programs to implement
the policy. This process is expected to form an
integral part of overall national development
policy and decision making.

3. The Bank draws on the EAP for environ-
mental information and analysis to plan its assis-
tance with appropriate attention to environmental
considerations. ~ The Bank encourages each
government to integrate its EAP into sectoral and

“Bank " includes [DA.

[ 2t

national development plans. The Bank works with
each government to ensure that information from
the EAP (a) is integrated into Bank planning and
country assistance documents, and (b) informs the
development of program- and project-level details
in a continuing process of environmental planning.

Participation

4. The Bank encourages the government to
secure support for the EAP and to help ensure its
effective implementation by (a) using multi-
disciplinary teams from appropriate agencies
within the government to assist with preparation,
and (b) taking into account the views of interested
parties (including local nongovernmental organiza-
tions [NGOs]‘), obtained through means that
induce broad public participation.

Disclosure

5. While the EAP is being prepared, the Bank
encourages the government to make drafts avail-
able to groups that will be affected by its imple-
mentation and to other interested groups,
including NGOs. When the EAP is completed,
the Bank encourages the government to 1ssue it 10
aid agencies and the public. When the Bank has
officially received an EAP and has obtained the
government’s consent, it makes the EAP available
to interested parties through the Public
Information Center.’

The term “EAP” may refer to a specific document formally designated as an EAP, or to a plan set forth in such
comparable documents as a report of a task force, a conservation strategy, or an overall development strategy that treats
environmental issues National reports on the environment submitted by member countries for the Umited Nauons
Conference on Environment and Development (UNCED) (Rio de Janeiro, June 1992) are m principle similar to EAPs.
If in scope and content a country's UNCED report is consistent with the requirements for an EAP, including those on
broad public participation (see para. 4), the Bank may accept that report as an EAP.

3. For a description and contents of an EAP, see GP 4.02.

See OD 14.70. Involving Nongovernmenial Organizations in Bank-Supported Activities.

5 See BP 17.50, Disclosure of Operational Informanon, and The World Bank Policy on Disclosure of Information
(Washington, D.C.: World Bank, March 1994).

»

Note: OP, BP, and GP 4.02 together replace OD 4.02, Environmental Action Plans. Questions should be addressed to
the Director, Environment Department.

These policies were prepared for the guidance of World Bank siaff They are not necessarily a complete treatment of the subjects covered.
Addinonal copies of this document are available on a self-serve basis in the Insttutional Informanion Services Cemser (IISC), E 3200
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Environmental Action Plans

1. The Bank’s' role in preparing and imple-
menting an Environmental Action Plan (EAP) is
primarily to provide advice and help arrange
technical assistance, if requested to do so by the
government. The degree of Bank involvement
depends on the capacity of the government to
design and manage the process. Within the Bank,
the responsibility for assisting in and monitoring
the preparation of an EAP rests primarily with the
concerned country department (CD), supported by
the Regional environment division (RED). Addi-
tional support may be requested from other Bank
units with particular expertise, such as the sectoral
vice presidencies and the Environment and Legal
Departments.

Bank Review

2. Bank staff review the draft EAP,? keeping-

in mind its usefulness in scope and content as a
policy and investment planning document, and
provide comments to the government. Bank staff
also determine whether the EAP is supported and
endorsed by the government agencies that need to
approve it formally.

3. The country operations division (COD),
the relevant sector operations divisions (SODs),
and the RED review the completed EAP and
provide to the government comments on technical
issues and the main environmental concerns.

EAP Monitoring
4. Bank staff periodically monitor and evalu-
ate progress in implementing the EAP’s action

program, discuss their findings with the
government, and identify and promote corrective

1. “Bank” includes IDA.

actions. Bank staff encourage and support the
government’s efforts to periodically update the
EAP in light of new information and changing
priorities. If the government so requests, Bank
staff assist in identifying financial resources and

expertise to update the EAP.
Integration into Country Development
Planning and Bank Work
5. As part of regular country assistance

management, Bank staff identify potential gaps in
country capability for EAP preparation, monitor-
ing, and updating. The CD estimates when the
entire EAP, or portions of it, will need to be
monitored, reviewed, and updated for inclusion in
the Bank’s Country Assistance Strategy. The
appropriate COD and SODs ensure that the
Bank’s country economic and sector work,
Country Economic Memoranda, Country
Assistance Strategy documents, and Policy
Framework Papers integrate and properly reflect
the findings of the EAP and identify areas in
which environmental questions remain. Bank staff
may also need to integrate EAP information into
the Staff Appraisal Report and Memorandum and
Recommendation of the President/President’s
Report for investment and adjustment lending
operations.

6. The RED reviews the appropriate Bank
documents to ensure that environmental actions
identified and recommended in the EAP have been
adequately taken into account.

7. Bank staff promote coordination among the
efforts of the various aid agencies participating in
the EAP process.

2. Bank staff review the document whether it is a single document or a compilation of several reports or working papers.

Note: OP, BP, and GP 4.02 together replace OD 4.02, Environmental Action Plans. Questions should be addressed to

the Director, Environment Department.

These procedures were prepared for the guidance of World Bark siaff. They are not necessarily a complete ireatmens of the subjects covered.
Additional copies of this document are available on a self-serve basis in the Instisutional Information Services Center (IISC), E 3200



Il

THE WORLD BANK OPERATIONAL MANUAL
Bank Procedures

BP 4.02
October 1994
Page 2 of 2

Status Reports and Release of the EAP

8. The CD informs the executive directors of
the status of EAP preparation and implementation
through a section in the Country Brief and, for
active IDA-eligible borrowers, through the IDA
Annual Report to the Board. The CD reports the
Bank’s receipt of an EAP in the next issue of the
Bank’s Report to the Executive Directors on Bank

and IDA Operations. When the government
permits, the CD makes copies of the EAP
available to the executive directors on request.
Once the Bank has officially received the EAP and
has obtained the government’s consent, the CD
sends a copy of the EAP to the Public Information
Center, through which interested parties may
obtain it.

These procedures were prepared for the guidance of World Bank staff. They are not necessanly a compiete treatment of the subjects covered.
Additional copies of this document are available on a self-serve basis in the Institutional Information Services Center (IISC), E 3200.
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Environmental Action Plans

1. An Environmental Action Plan (EAP)
describes a country’s major environmental con-
cerns, sets out the principal causes of problems,
and formulates policies and concrete actions to
deal with the problems. The EAP describes and
establishes priorities among several areas of
environmental concern: (a) environmental issues;
(b) plans for specific environment-related legal,
policy, and institutional change; and (c) types of
environmentally sustaining investment to be
undertaken. It also describes the financial and
technical assistance the country needs to address
priority environmental problems. Each country’s
EAP is as detailed and action-oriented as feasible
and is updated and revised as conditions change.

2. Each country designs the content and
format of its EAP. The reports vary according to
the country’s size, range of environmental prob-
lems, and economic complexity, and the govern-
ment’s capability to respond to environmental
issues. The reports also vary according to the
actual process of preparing an EAP. Smaller
countries may find it feasible to prepare a compre-
hensive and formal EAP covering all sectors,
while larger countries may find it useful to focus
separately on several high-priority sectors.

3. The Bank’s' contribution to formal envi-
ronmental planmng varies. To encourage awareness

1. “Bank” includes IDA, and “loans” includes credits.

of and commitment to the central role of the
government, no Bank document should be
entitled “Environmental Action Plan” in a
context that implies that the Bank’s document
is the country’s EAP. Any Bank document
supporting  environmental planning should
explicitly state that it is a contribution—made
jointly with other agencies, to the extent
possible—to the preparation, adoption, and imple-
mentation of the country’s EAP.

Funding and Aid Coordination

4, The Bank recognizes that for the govern-
ment to prepare and periodically review and
update an EAP, funds additional to the amounts
normally budgeted may often be required. Staff
should be mindful that mobilizing funds requires
considerable lead time, a problem that is com-
pounded in the Bank and in borrower countries by
a lack of human and financial resources to cover
the broad range of specialties frequently required
for EAP preparation, review, and updating.
Furthermore, coordination of the aid agencies
participating in the process may itself require
additional staff time and travel. Information on
external funding for country work is available
from the Official Cofinancing and Trust Funds
Group, Cofinancing and Financial Advisory
Services.?

2. See also the Consultant Trust Fund Handbook (Washington, D.C.: World Bank, 1991), and OD 14.40, Trust Funds and

Reimbursable Programs.

Note: OP, BP, and GP 4.02 together replace OD 4.02, Environmental Action Plans. Questions should be addressed to

the Director, Environment Department.

This statement was prepared for the guidance of World Bank staff. It is not necessarily a complete treatment of the subyects covered. Additional
copies of this document are available on a self-serve basis in the Institunonal Information Services Center (IISC), E 3200.
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Description and Contents of
an Environmental Action Plan

Definition and Objectives

5. An Environmental Action Plan (EAP) ana-
lyzes a country’s environmental issues in a com-
prehensive, multisectoral framework. It sets forth
a long-term strategy for maintaining the country’s
natural environment, the health and safety of its
population, and its cultural heritage as economic
development occurs. In proposing practical
measures to forestall or remedy environmental
problems, the analysis considers cross-sectoral
links that affect renewable and nonrenewable
resources and human activity. Although the term
EAP often refers to a specific document formally
designated as such, many other approaches (e.g.,
the findings and recommendations of task forces
set up to deal with important national or regional
problems) can achieve the same objective of
setting forth a long-term national environmental
policy and investment strategy based on compre-
hensive environmental analysis. The documenta-
tion of an initial EAP contributes to the larger and
long-term process of environmental planning that
will require reformulation over time through
revised EAPs or other documentation.

6. The EAP examines the quality of the
environment; biodiversity; and the use of natural
resources, including air, land, water, forest,
minerals, and wildlife. It assesses how the eco-
nomic and institutional issues associated with the
management of these resources are affecting
development and human health and well-being.
On the basis of this analysis, the EAP report sets
forth priorities and related policy recommenda-
tions in the following areas: (a) government and
public awareness of environmental issues; (b) a
national strategy for environmental protection;
(c) specific legislative actions, programs, and

investment projects to address priority problems;
(d) an information system for monitoring the state
of the environment; (e) the management of natural
resources, particularly endangered species and
habitats; (f) the reversal of environmental de-
gradation; and (g) protection of the public from
environmental pollution and hazards.

Preparation and Release

7. It is important that the country’s EAP be
prepared by a multidisciplinary team comprising
specialists in a wide range of areas: agriculture,
forestry, marine and coastal zone management,
public health, sanitary and environmental engi-
neering, sociology and anthropology, urban
management, water resources, wildlife, law,
economics, finance, and other fields required for
analyzing environmental problems and proposing
remedies. Preparation of the EAP also takes into
account the views of interested parties obtained
through adequate consultative mechanisms
(including public discussion of early EAP drafts)
that ensure broad public input. The team that
prepares the EAP identifies procedures required to
obtain formal clearance and release from the
relevant government agencies. The government
then officially provides the EAP to the Bank, aid
agencies, local governments, and other
appropriate audiences (e.g., nongovernmental
organizations [NGOs]).

Contents

8. Depending on each country’s approach,
EAPs may vary widely in their coverage. An
extensive treatment of probable topics appears in
the Environmental Assessment Sourcebook.® The
Sourcebook discusses general and sector-specific
situations and analyzes recurring difficult issues
that may require special attention.

3. Environmental Assessment Sourcebook, Technical Paper No. 139 (Washington, D.C.: World Bank, 1991).

This statement was prepared for the guidance of World Bank staff. It 1s not necessarily a complete treatment of the subjects covered. Addinonal
copies of this document are available on a self-serve basis 1n the Institutional Information Services Center (IISC), E 3200.
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A comprehensive EAP normally covers a broad
range of topics similar to those listed below. The
weight accorded to each item covered depends on
local circumstances.

(@) A summary of the country’s overall
environmental situation relative to its
development strategy. The EAP iden-
tifies the policies and legislation that
provide the current framework for
addressing environmental issues.

(b) An analysis of major cross-sectoral
issues (e.g., demography, public
health and safety, cultural and natural
heritage) and socioeconomic factors
important to the environment and
resource use. Basic information re-
quired for the cross-sectoral analysis
includes the following:

(i) Demography: Information on the
rate of growth and composition
of population; percentage of
population dependent on
agriculture, forestry, and other
resource-related industries; and
the growth, migration patterns,
and characteristics of urban and
rural popuiations.

(ii) Public health and safety: Data on
the threats of pollution; deficien-
cies of basic infrastructure and of
standards and regulatory mea-
sures; risks of occupation of
hazard-prone land and of extreme
events (e.g., floods, storms,
earthquakes); transport, storage,
use, and disposal of hazardous
materials; widespread industrial
hazards; and road safety.

(iii) Cultural and natural heritage:
Data on environmental or human-
induced risks to the preservation
of specific major sites, structures,
and remains of archeological,

historical, cultural, religious, or
aesthetic value; identification of
natural resources of particular
importance for biological, ecolog-
ical, medical, or touristic value.

(iv) Socioceconomic factors: The
location and occupation of in-
digenous peoples; identification
of high-risk groups, key groups
of resource users, and patterns of
social organization at the grass
roots; resettlement; land tenure
systems; traditional farming and
grazing practices; and access to
and use of forests, water, wild-
life, lands, basic infrastructure,
and so forth.

(c) An analysis of the legal and institu-

tional framework. The discussion of
legal and institutional factors for deal-
ing with the priority problems listed in
para. 4(b) addresses key strengths and
weaknesses in such areas as (i) the
government’s regulatory and adminis-
trative framework, (ii) the govern-
ment’s commitment to environmental
conservation, (iii) the government’s
enforcement capability, (iv) the train-
ing and experience of civil servants,
(v) the availability of technical special-
ists and of education and training
opportunities within the country,
(vi) the competence and range of
activities of national NGOs, and
(vii) the level of environmental
awareness by private Dbusiness
(including foreign investors) and the
general public.

(d) Analysis of major development activity,

and trends in economic growth, resource
use, and conservation. This analysis
covers major sectors—agriculture, for-
estry, industry, transportation, energy,
housing, infrastructure, education, health
and social services, mining, parks, and

This statement was prepared for the guidance of World Bank staff. It is not necessarily a complete treatment of the subjects covered. Addutional

copies of this document are available on a self-serve basis in the Insti

Services Center (IISC), E 3200.
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(e)

ity

tourism—with special reference to the
environment in all cases. The analysis
also identifies specific constraints on
future economic growth, for example
(i) shortages of arable land and water;
(ii) limitations in numbers of skilled
personnel; (iii) reductions in human
capital caused by environment-related
disease; (iv) restrictions on land and
water use caused by pollution;
(v) degradation and depletion of
coastal zones, forests, soils, energy,
and other natural resources; and
(vi) the effects of urbanization and
population growth.

Analysis of key environmental and
natural resource issues that threaten
public health, social welfare, biologi-
cal diversity, and sustainable develop-
ment. For each issue, such causal
factors as the following are analyzed:
(i) population pressure; (ii) improper
farming or waste disposal methods;
(iii) forced and voluntary resettlement;
(iv) improper management of land,
water, and other resources; (v) price
distortions or other market failures;
(vi) technical insufficiencies; (vii) in-
adequate information, education, and
training; and (viii) failure to have or
enforce pollution control measures.
The relative importance of each issue
is determined in terms of its impact on
sustainable development, based on
quantitative analysis wherever pos-
sible. The groups facing the highest
risk from, or most affected by, poliu-
tion and resource degradation are
identified.

Identification of environmental infor-
mation needs. The EAP indicates the
basic information required for the analy-
sis of cross-sectoral problems and solu-
tions and recommends specific types of
data to be systematically gathered,
maintained, updated, analyzed, and

(®)

L))

disseminated. The data encompass a
wide variety of information from
many fields: legal and fiscal cadastral
systems; environmental indicators
(e.g., population density and health
status, pollution levels, or land-use
patterns); geographic indicators
(including topographic detail and
resource-related data, such as soil
fertility, distribution of wetlands and
rangelands, and rainfall patterns); and
the location of key areas (e.g., urban,
industrial, environmentally fragile, or
hazardous areas). The data, which
have a wide range of applications—
from food security and preparedness
for responding to natural disasters to
erosion control and the monitoring of
endangered species—are essential to
efficient natural resource management.
The data are generated by a broad
spectrum of techniques, ranging from
door-to-door surveys to satellite
imagery. The availability of data,
difficulty of access and compilation,
frequency of updating, and cost of
compilation and maintenance are all
important concerns for the EAP.

Strategy and recommendations for
specific  actions  (macroeconomic,
sectoral, project investment) for deal-
ing with each of the issues identified.
Specific recommendations may be
required for legislation and other
regulatory measures on management of
land and other natural resources;
economic policies that affect incentives
for the private sector; pollution control
policies and administration; population
and migration policies; pertinent ur-
ban, rural, regional, or city-specific
strategies; and sectoral investment
priorities.

Recommendation of an overall
strategy. This statement indicates how
environmental policy and investment

This statement was prepared for the gutdance of World Bank staff. It is not necessarily a complete trearmen: of the subjects covered Additional
coptes of this document are available on a self-serve basis wn the In.

Services Center (IISC), E 3200.
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strategies will affect the priority issues
defined in the rest of the EAP and in
the country’s overall development
plans. The strategy recommendations
are closely integrated with the speci-
fic recommendations for environ-
mental protection and improvement.
They also complement the recom-
mendations for resource management
that the government believes will put
the country on a path of sustainable
development.

(i) A work plan and implementation budget.
The EAP indicates the specific steps,

)

timetable, and financial arrangements
for carrying out recommended actions,
with detail for each action propor-
tionate to its priority; for medium- to
long-term actions, detailed planning is
a part of the periodic EAP updating
process. The EAP also identifies a
number of programs and projects for
Bank and other donor financing that
will support these actions.

Summary of EAP preparation. The
summary describes how the EAP was
prepared, explains its parameters, and
lists contributions and participants.

This statement was prepared for the guidance of World Bank staff. It is not necessariy a complete treatment of the subjects covered. Addinonal
coptes of this document are available on a seif-serve basis in the Institutional Information Services Center (1ISC), E 3200.
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Agricultural Pest Management

1. Issues in Pesticide Use

1. Because pesticides are handled by large num-
bers of people with different levels of skill, stored
for varying lengths of time, and purposely
released into the environment, and because they
have potential to create substantial environmental
and health problems, they are a significant issue
for society. Misused pesticides can cause severe
illness or death, contamination of soil and water,
harm to livestock and wildlife, and reduction or
elimination of pests’ natural enemies in the field.
Furthermore, use of the wrong pesticides, or the
wrong dosage, can lead to potentially dangerous
residues in foods. Given the rapidly changing
nawre of practice and legislation in this field, it
is strongly recommended that expert advice be
sought if any uncertainty exists.

Toxicity
Acute Mammalian Toxicity

2. Many chemical pesticides are toxic to humans
and animals when absorbed by ingestion, through
the skin. or by inhalation. Some are corrosive,
explosive, or irritating to the skin: others contain
hazardous inert ingredients or contaminants.

3. Acute toxicity of pesticides is measured in
terms of LDS5O0 (a statistical estimate of the dose,
in milligrams of the material per kilogram of body
weight, that will kill S0 percent of a group of test
animals). Both oral and dermal LD50s are used,
since many pesticides are absorbed almost as read-
ily through the skin as by ingestion. (Toxicity
through inhalation is also sometimes a hazard, but
the measurement and evaluation of this property
are more complex.)

4. The World Health Organization (WHO) peri-
odically revises and reissues The WHO Recom-
mended Classification of Pesticides by Hazard and
Guidelines to Classification. The 1992-93 edition
lists active ingredients of pesticides (plus syn-
onyms), classified as follows:

(@) Class 1A, Extremely Hazardous (oral
LD50=5 mg/kg or below for solids,
20 mg/kg or below for liquids; dermal
LD50=10 mg/kg or below for solids, 40
mg/kg or below for liquids);

(b) Class I1B,- Highly Hazardous (oral
LD50=5-50 for solids. 20-200 for
liquids; dermal LD50= 10-100 for solids,
40-400 for liquids);

(c) Class Il, Moderately Hazardous (oral
LD50=50-500 for solids, 200-2,000 for
liquids; dermal LD50=100-1000 for
solids, 400-4.000 for liquids):

(d) Class H1, Slightly Hazardous (oral LD50
over 500 for solids, over 2,000 for
liquids; dermal LD50 over 1,000 for
solids, over 4.000 for liquids); and

(¢) Class IV, Unlikely 10 Present Acute
Hazard in Normal Use.

5. The appearance of a given pesticide in WHO
Class 1A or IB should trigger closer evaluation.
However, the WHO classification is for technical
producis (i.e., active ingredients, or a.i.), whereas
most pesticides reach the user as formulated prod-
ucts, in which the active ingredient is diluted with

These guidehines were prepared for the guidance of World Bank siaff. They are not necessarily a complete irearmen: of the subjects covered.
Additional copies of this document are available on a self-serve basis in the Insntutional Informarion Services Center {I1SC). in E 3200.
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carriers, emulsifiers, and so forth. It is the
classification of the formulated product that is the
relevant factor. If the acute toxicity of a given
formulation has not been reported, it can be esti-
mated using the following formula:

LD50 of formulated product =

(1DS0 of a.i.) x 100

% of a.i. in formulated product
Chronic Health Effects

6. For some products, routine occupational
exposure causes adverse chronic health effects, or
these products may accumulate in body fats fol-
lowing incidental exposure to pesticides in air,
water, soil, and food. Chronic and incidental
exposures raise the possibility of carcinogenic,
teratogenic, mutagenic, and reproductive effects.

Environmental Persistence

7. Some products (mainly organochlorine pesti-
cides such as DDT) have long-term effects on
wildlife and aquatic organisms because of their
persistence, mobility, solubility in lipids, or
concentration in food chains. Experiments and
field experience have shown that even very low
levels of exposure to such products can have
serious toxic effects on fish and birds. Through
erosion and runoff from soil applications, drift
from spray and dust formulations, and volatil-
ization, such products find their way into rivers,
lakes, marshes, and other habitats for wildlife and
aquatic organisms. :

Toxicity to Nontarget Organisms

8. Toxicity to nontarget organisms is an
important concern, particularly where important
economic or biological resources (e.g., commer-
cial or subsistence fisheries, honeybees, endan-
gered species, natural forests, or orchards) may be
at risk. The possible impact of insecticides on

animals is well known; however, herbicide drift is
of equal concern because it can damage or destroy
susceptible crops or nawural vegetation in non-
target areas. In addition, pesticides vary in rela-
tion to their impact on beneficial insects, spiders,
and other organisms; and pesticides with a
broader range of toxicity are more likely to lead
to pest resurgence and the development of second-
ary pest species. The potential hazards are great-
est where pesticide use is likely to impinge upon
important nontarget species (e.g., where irrigation
drainage enters important water bodies, or in
areas adjacent to nature reserves),

Hazards Related to Pesticide Use

9. In addition to the toxic characteristics of the
materials themselves, the hazards associated with
pesticide use depend on how the pesticides are
applied. Proper application involves selecting the
right application methods (based on the cropping
system, target pests, the environmental setting,
and prospective users) and using well-designed
equipment in good working order. The most
common application methods are spraying with
liquid formulations and dusting with powders.
Common spray equipment is either carried by
hand or backpack or mounted on a tractor or air-
craft. Various low-volume and ultra-low-volume
(LV and ULV) methods have been developed that
greatly reduce the total amount of spray liquid
applied per hectare. Other pesticide delivery
systems include seed dressings. baits. granuies or
liquid drenches applied to the soil, vaporization
(outdoor fogging or indoor fumigation), and’con-
trolled-release formulations.

10. Liquid pesticides are commonly sold as con-
centrates to be diluted before or while loading the
product into the sprayer. Mixing and loading are
usually the most hazardous steps in pesticide
handling. Furthermore, inaccurate dilution can
reduce pesticide effectiveness or can increase
residues and accelerate the development of pesti-
cide resistance. To minimize the risk of handling
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particularly hazardous pesticides, it may be advis-
able to purchase products at working strength
(requiring no dilution) and use closed loading
systems or integrated container/mozzle systems,
which completely bypass the loading step.

11. Fumigation of stored products, using toxic
materials at high vapor pressures, is hazardous
because of the difficulty of handling and con-
taining toxic gases and the danger of toxic
residues on food. Fumigation has become com-
mon even at the farm level because of the avail-
ability of aluminum phosphide and magnesium
phosphide tablets, which are relatively easy to
use—exposure to mofswure in the air triggers
release of toxic hydrogen phosphide gas. To
carry out the procedure safely, however, requires
special equipment and training, an air-tight storage
container, and a post-treatment period during
which people have to be protecied from exposure
to the vapors. Therefore, this option can present
a serious hazard if users are untrained and poorly

equipped.

12. Low-concentration granular. seed dressing,
and bait formulations generally present the lowest
level of hazard to the users and thus are partic-
ularly appropriate for small-scale farmers unfamil-
iar with pesticide use. They also cause minimal
environmental contamination and, for the most
part, minimal adverse effects on nontarget organ-
isms. However. they may be harmful to domestic
animals and wildlife, particularly granivorous
birds, and to humans who may eat the treated
material.

13. In spray applications, the size of spray drop-
lets produced is critical. Droplets that are too
small drift away, and those that are too large run
off the plant onto the ground. In either case,
waste and environmental contamination resuit.
Conventional hydraulic backpack sprayers, though
widely available and easy to use and maintain,

produce a wide range of droplet sizes and are
relatively inefficient. LV and ULV methods have
gained popularity because they reduce labor costs
by eliminating the need to carry large volumes of
water, and they allow large areas to be sprayed
rapidly. However, LV and ULV methods are
more sensitive 1o errors in dosage calibration, and
they often use more concentrated pesticides, which
can increase hazards to the operator (although the
elimination of the mixing step is a bcm-.ﬁt)é

14. Spraying or dusting from aircraft is con-
venient for covering large areas quickly, but the
blanket coverage and extensive spray drift can
lead to environmental contamination, impact on
nontarget organisms, and human exposure. A fur-
ther source of hazard is the fact that aerial appli-
cation is often carried out by contractors who are
paid by the volume sprayed, a practice that can
provide an incentive for carelessness and haste.
For these reasons, aerial spraying is used only
when absolutely necessary.

15. One of the most common causes of pesticide
intoxication is poorly functioning or leaking
equipment. Farmers often continue to use old
equipment because they cannot afford to replace
it. Also, spare parts and knowledgeable techni-
cians are often hard to find.

16. Many pesticides are readily absorbed through
the skin and can be used safely only if the oper-
ator wears protective clothing. However, using
protective clothing improperly can be more haz-
ardous than using none at all. For example,
clothing that is not washed and becomes saturated
with pesticides through repeated use, or rubber
gloves or boots that are contaminated on the
inside, can greatly increase pesticide absorption
through the skin.  Proper hygiene—regular
washing of both the skin and protective clothing
(separately from household laundry)—is a critical
element of safe pesticide handling.

These giadelines were prepared for the guidance of World Bank staf]. They are not necessanly a complete treatment of the subjects covered.
Addirional copies of this documerz are available on a self-serve basis in the Insnuutional Informanon Services Center (1ISC). in E 3200.



[l

Good Practices

THE WORLD BANK OPERATIONAL MANUAL

GP 4.03—Part 1
April 1993
Paged of 5§

Registration

17. Many countries have legislation regulating the
importation, production, and sale of pesticides and
the ways in which they can be used. Under such
legislation, individual pesticides (usually specific
commercial products) may be refused registration,
banned (have existing registration withdrawn), or
restricted to use by certified or licensed operators
or with safety equipment. Individual pesticides
are normally registered for specified uses (specific
crops, soil treatment, protection of structures,

etc.) and specified practices (such as application
methods, dosage levels, and preharvest intervals).
Pesticides that may be used only for limited pur-
poses or under exceptional circumstances are
sometimes called “severely restricted,” although
there is no clear consensus about the meaning of
this term. Governments also set limits (called
tolerances—usually expressed as parts per million
or milligrams per kilogram) on the levels of pesti-
cide residues permitted on, or in, agricultural
commodities (domestic or imported) after harvest
or processing. Registered use practices are estab-
lished in part on the basis of the residue levels.

18. Restricting the use of a given pesticide to
specified crops is imporiant, because different
crops absorb and metabolize pesticides differently
and have different residue levels. Furthermore,
residue tolerances vary depending on the way
crops are used or processed. The tolerances set
by prospective importing countries are an impor-
tant concern in the case of exporn crops. Where
no tolerance has been set for a given pesticide/
commodity combination, it is generally assumed
to be zero. Information on tolerances set by
different countries is available from the countries’
agricultural or trade agencies, various published
compendia, and pesticide manufacturers. The
Bank's Sectoral Library has a representative
listing on microfiche (AIDPEST DATABASE).
Private industries that purchase and process
agricultural commodities may have their own

residue requirements. These guidelines, which
are usually based on consumer pressure, may be
more restrictive than the national legislation.

19. In 1985, the Food and Agriculture Organi-
zation (FAO) adopted an “International Code of
Conduct on the Distribution and Use of Pesti-
cides”. (updated in 1991), which represents a
global consensus on minimum acceptable stan-
dards. In 1989, an amendment on “Prior
Informed Consent” (PIC) was adopted. The
amendment specifies that certain hazardous pesti-
cides may not be exported unless the government
of the importing country agrees to the import after
receiving from the exporting country full infor-
mation concerning the regulatory status of that
pesticide in the country of export. A similar PIC
resolution (relating to toxic chemicals in general)
was adopted by the Governing Council of the
United Nations Environment Programme (UNEP)
in May 1989. Both resolutions are intended to
apply to pesticides (or chemicals) that have been
“banned or severely restricted” for environmental
or health reasons in five or more countries. The
list of products to which the PIC will apply is cur-
rently being developed, and issues such as the pre-
cise definition of these terms and whether certain
other hazardous. but less regulated. pesticides
should be included in the PIC scheme have not
been resolved. When the internationally accepted
PIC list has been developed, it will be used as an
indicator that there is significant concern over the
hazards presented by the materials included in it.
The PIC concept ought to be incorporated or
reflected in the domestic law of the importing
countries. '

Nonchemical Pest Control Methods

20. Several kinds of pest control pose little or no
hazard to humans and nontarget plants and ani-
mals. Biological control agents include arthropod
predators and parasites; microbial pathogens such
as Bacillus thuringiensis (B.t.); and vertebrates—
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for example, sheep and goats in orchards and
ducks in paddies to control weeds, and frogs or
birds to control insects. Pheromones may be used
to attract and trap insects or to confuse them and
interrupt their reproductive cycles. An effective
way to reduce populations of insects of which the
females mate only once is to release large num-
bers of sterile males: few of the females will
produce offspring.

21. One effective instrument for controlling insect
damage in stored products is an inert atmosphere
that is low in oxygen and high in carbon dioxide

(CO,). This environment can be created passively
through hermetic sealing (the inert atmosphere

develops in a few days) or actively by pumping in

CO,. It can be created in a warehouse or, on a
smaller scale, in air-tight plastic silos and cubes,
which are available commercially. Heat and radi-
ation treatments are also effective methods for
large-scale operations, but they are not practical at
the farm level. On a more basic level, an extract
from the leaves or seeds of the neem tree
(Azadirachta indica), which has long been used in
India to protect stored grains, is a low-cost, low-
toxicity option for on-farm storage.
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. Principles of Integrated Pest Management

1. Integrated Pest Management (IPM) has been
defined as “the farmer’s best mix of control tac-
tics,” taking into account yields, profits, and
safety.! IPM is based on these fundamental
principles:

(a) Relying as much as possible on non-
chemical measures to keep pest popu-
lations low. The focus is on plant
breeding and on cultural practices aimed
at keeping the crop healthy and resistant
or tolerant to attack. These practices
also aim at making the field and the crop
inhospitable to the pest species and hos-
pitable to their natural enemies. Non-
indigenous pathogens, predators, or
parasites may also be introduced, pro-
vided appropriate environmental
screening is carried out in advance.

(b) Managing pests, rather than trying to
eradicate them. Ideally, control action is
taken only when field monitoring
(scouting) shows that a pest population
has reached a level that is likely to cause
significant economic damage.® This level
(often called the economic threshold
level, or ETL) is determined through
crop-loss assessment research that takes
into account a variety of factors,
including the value of the crop. the
amount of damage it can tolerate at each
growth stage without significant effect on
yield, and the cost of crop protection

measures. Use of thresholds and
scouting minimizes the frequency of
pesticide application.

(c) Selecting and applying pesticides (when
they have to be used) in a way that mini-
mizes adverse effects on beneficial organ-
isms, humans, and the environment.

2. IPM does not necessarily involve sophisticated
information gathering and decision making. The
IPM approach can be introduced at any level of
agricultural development. For example, improve-
ment of basic crop management practices. such as
planting times and crop spacing. can often be
effective in reducing pest awack.' IPM is a
dynamic process. A useful beginning can be
made with relatively limited specialized infor-
mation or management input. Later, additional
information, technologies. and mechanisms can be
developed to enhance the effectiveness of the
system.

Pest Managemen: Plan

3. The essence of the IPM approach is a pest
management plan that anticipates the development
of pest populations and provides agrononne prac-
tices and control measures o reduce their density
and impact. An IPM plan aime lor efficiency and
long-term sustainabiliy by relving on the
manipulation of ecological factors and (b) heeping
expenditures on pest control measures in line with
the benefits such measures produce in terms of

1. See P. E. Kenmore, K. L. Heong. and C. A. J. Punter, “Political, Social and Perceptual Aspects of Integrated Pest Manage-
ment Programs™ in B. S. Lee, W. H. Loke, and K. L. Heong (eds.), Proceedings of the Seminar on Integrated Pest Manage-
ment in Malavsia (Kuala Lumpur, Malaysia: Malaysian Plant Protection Society, 1984), pp. 47-66.

2. In some cases, the decision to initiate control action may be based on other factors, such as weather conditions favorable to
the explosive growth of a perennially damaging pest or disease.

3. For a review of relatively basic approaches to IPM, see A. Kiss and F. Meermans, Integrated Pest Management and African
Agriculture, World Bank Technical Paper No. 142 (Washington, D.C.: World Bank, 1991).
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increased profit (related to crop yield, quality, and
value). The plan is based on an understanding of
the interactions among the elements of the local
agro-ecosystem—in particular, the relative impacts
of different pests on crop yields and the effects of
different beneficial organisms and the abiotic envi-
ronment on pest populations. Such information
leads to the development of ETLs and other deci-
sion criteria for control actions. An IPM plan
addresses practical as well as technical elements.
It must be technically and financially feasible from
the farmer’s viewpoint, and it must take into
account the total farming system rather than only
the crops targeted for pest control.*

4. Specifically, the pest
addresses the following:

management plan

(a) the context of the crops and farming
system and significant pest problems that
are likely;

(b) the proposed approach for managing each
of the key pests, emphasizing nonchem-
ical methods;

(c) measures (e.g.., applied research) for
developing IPM aliernatives for control
of pests, where such measures are not
currently available;

(d) measures (e.g., pest scouting systems) to
ensure that pesticides are used only when
they are necessary and cost-cffective;

(e) proposed institutional strengthening (e.g.,
establishment of diagnostic services staff
and farmer training);

(f) institutional, economic, and policy mea-
sures to facilitate and encourage adoption
of IPM methods;

(g) provisions to ensure availability of
materials and equipment to implement
recommended pest management
measures;

(h) provisions to continue development and
implementation of IPM measures beyond
the end of the project; and

(i) the required elements of a pesticide
management plan (if pesticide use is
included in the pest management
program).

5. It may be most effective and practical to
develop the pest management plan in two phases:
(2) an initial reconnaissance to identify the main
pest problems and the ecological, agricultural,
economic, and institutional context and to define
broad parameters; and (b) the development of spe-
cific operational plans to address the pest prob-
lems identified. The first phase is carried out as
part of project preparation and is evaluated at
appraisal. The second phase requires considerably
more time; it may best be carried out as a compo-
nent of the project itself. ’

6. The comprehensive pest management plan,
which is based on on-site evaluations of local
conditions, is developed by crop protection
specialists with experience in IPM. In many
cases, external consultants are needed to assist
local experts in this process.

Research

7. Implementation of the IPM approach is often
constrained by a lack of information or a shortage
of tested alternative pest control methods. Crop
protection research has often focused more on
testing the efficacy of pesticides than on finding
alternatives. Therefore, supporting IPM-related

4. Many crops and weeds serve as alternative hosts for pest species, as well as refuges for natral enemics. Furthermore, the
presence of livestock in the farming system may influence the appropriateness of pest management measures.
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research to develop appropriate technologies is a
fundamental first step in improving pest manage-
ment practices in the field. A pest management
research program should include the following:

(a) basic studies of the agro-ecosystem,
including identification, biology, and life
cycles of crops, pests, and beneficial
organisms, and interactions among them;

(b) development and improvement of pest-
resistant crop varieties;

(c) development of cultural practices aimed
at reducing the populations or impact of
pests (e.g., crop rotations, intercropping,
timing of planting and irrigation, crop
hygiene, land preparation, crop establish-
ment, plant spacing);

(d) development of biological control
methods, such as the release of indi-
genous or introduced natural enemies and
the use of microbial pesticides, phero-
mones, and repellents;

{e) determination of the actual impacts of
different pests at various population
levels on crop yield and quality (leading
to the development of ETLs) and asso-
ciated pest scouting methods that should
be practical for individual farmers or
scouting teams;

(h) identification of pesticides and techniques
of pesticide use that have minimal impact
on beneficial organisms, human health,
and the environment; and

(g) investigation of traditional pest manage-
ment practices of local farmers, because
such practices often have a sound biolo-
gical basis (although they are sometimes
based on misperceptions about the

relative importance of highly visible pests
or may no longer be effective because of
changed conditions).

8. Research carried out with the participation of
the intended beneficiaries is more likely to yield
technologies that are (a) practical under local field
and socioeconomic conditions, and (b) adopted by
the intended users. Integrating farmers in plan-
ning, implementation, and testing is, therefore,
essential. The agricultural extension service may
provide a useful link between farmers and
researchers for these field trials.

9. Pest control research must generally be
carried out on a large scale to avoid the effects of
pesticide drift or movement of pests from nearby
fields. To gain the cooperation of farmers who
have come to rely on chemical control. it may be
necessary to provide financial guarantees against
yield losses due 10 pests (although steps must then
be taken to ensure that crop husbandry is not
neglected, or yields underreported. 1o exploit this
guarantee).

10. Research on pesticides is pan of IPM
research: however. it must not onlyv investigate the
shoni-term effectiveness of different products
reducing pest populationy bhut  aise  nclude
(a) impacts of pesticides on natura) enenmues and
other nontarger organismis. (b the persisience of
pesticides in the environment and on the crop. and
(c) pesticide exposure and toxic eftects tacute and
chronic) on people. wildlife, and ground and sur-
face water.

11. Project support for IPM research can include
(a) technical assistance to help develop and eval-
uate pest management plans or research programs
in specific areas, (b) training fellowships for
researchers and technicians, (c) improvement of
research facilities, (d) grants for specific research
projects, and (¢) institutiona! strengthening.
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Training and Extension

12. IPM does not lend itself to the “technology
package” approach to extension, that is, the devel-
opment of highly specific inputs and instructions
to be applied by farmers with little need for indi-
vidual decision making. IPM is not an input or a
technology per se; rather, it is an approach and a
set of skills that must be applied to the situation at
hand. Thus the task of both researchers and
extension workers is not to dispense instructions
but rather to motivate and educate farmers to
adopt IPM. Motivation comes from understanding
the importance of careful pesticide use, both from
the immediate financial standpoint of maintaining
a positive benefit-cost ratio and from the broader
standpoint of ecological sustainability, health, and
environmental protection.  Education means
gaining the skills necessary to monitor the inter-
actions among crops, pests, and natural enemies
and to select and implement the control measures
developed by researchers.

13. The IPM approach should be the central focus
of education and training in crop protection at all
levels, including agricultural schools and colleges,
the training of extension workers, and the mes-
sages relayed to farmers. Because this approach
is rarely covered adequately in general agricultural
curricula, special workshops. short courses, and
training materials should be developed and pro-
vided by IPM specialists familiar with local
conditions. -

14, ldentification and scouting of pests are
especially critical to successful IPM and usually
require specific training for crop protection agents
and farmers. The role of natural enemies in con-
trolling pest populations must be emphasized.
Training in identification of beneficial species is
important because farmers often do not recognize
them and, as a result, are not willing to reduce or
modify pesticide use to preserve beneficial
species.

15. In many cases, farmers’ primary sources of
information and advice on pest management and
pesticide use are pesticide distributors and sales
staff who, while often quite knowledgeable, repre-
sent a special interest. In the worst case, farmers
may purchase pesticides from commercial middle-
men who have little or no real knowledge of the
technical aspects of safety or use. In addition,
farmers who have limited experience with pesti-
cides often do not distinguish among them
(believing that any product is good for any pest in
any crop) or fail to recognize the importance of
using the correct application method and dose.
Extension workers should be prepared to advise
farmers on the proper handling and use of pesti-
cides (including maintenance and calibration of
spraying equipment) and on the hazards of pesti-

- cide misuse to crops and to the health of people

and livestock (from direct exposure during use
and from contamination of drinking water and
crops). However, to avoid conflicts of interest,
extension services should not receive income from
selling pesticides.

16. Training at all levels should therefore include
a thorough understanding of pesticides: effects
and limitations, associated health and environ-
mental hazards, and requirements for safe and
effective use and handling. Regular refresher
workshops, short courses, and field days are
important to raintain the awareness and skill
levels of extension workers and farmers and to
keep them in step with new technology. In addi-
tion to conventional extension channels, infor-
mation about the hazards of pesticides should be
disseminated through a variety of methods and
media—for example, radio, television, cinema,
illustrated pamphlets, comic books—to circumvent

illiteracy.

17. Appropriately tailored training, information,
and educationzl materials relating to IPM and
pesticides should also be given to the following
groups:
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(a) shopkeepers, vendors, and farmer groups
or cooperatives involved in the sale or
distribution of pesticides, to ensure that
they (i) understand the toxic nature of the
pesticides they are dispensing (ideally,
pesticide retailers should be licensed,
with appropriate training as a prerequi-
site), and (ii) can advise their customers
about the toxicity of pesticides and about
proper hygiene practices and safe dis-
posal of pesticide residues, containers,
and material used during application;

(b) doctors, community health clinics, and
women’s groups (particularly education
about the symptoms and treatment of pes-
ticide poisoning);

(c) staff of credit institutions, so that they
understand the economic advantages of
IPM and do not set inappropriate require-
ments for pesticide use as a prerequisite
for lending to farmers; and

(d) schoolcﬁildren in rural areas.
Policy, Legal, and Institutional Framework

18. While research, extension, education, and
input supply channels can provide the tools neces-
sary for rational and cost-effective pest manage-
ment, farmers must also have an incentive to
apply such measures. A few countries have offi-
cially adopted IPM as national policy and have put
in place regulatory and economic measures to sup-
port it. More commonly, however, existing poli-
cies and incentive structures are deleterious to
IPM. The foliowing are examples:

(a) Subsidies (artificially low pesticide
prices, free or subsidized application)
provided by governments or donor agen-
cies. Often the low prices are incentives
for the excessive use of pesticides.

(b) Separation of decision making and finan-
cial responsibility. For example, if pest
control is directed or implemented by a
government agency or an agricultural
company on behalf of the farmers, who
are charged for the service, the pest
control service may regard its task as
reducing or eradicating pest populations
with little concern for the cost. Mean-
while the farmers, who would be
concerned about cost, may lack the infor-
mation or means to influence the process.

(c) Legislation, regulations, or credit condi-
tions that require prophylactic pesticide
treatments or eradication of specific
pests.

19. It may be useful to carry out sectoral studies
1o assess existing costs and returns from pest con-
trol (including the cost of any subsidies) to
encourage the adoption of policies that support
IPM. An initial phase of fieldwork is often
required for collecting the necessary data.

20. Driven largely by public health, environ-
mental, and economic concerns, most countries
have (or are developing) some form of legislation
for control of pesticide import and use.
Removing cenain pesticides from the market
because of their effects on human health and the
environment may stimulate the development and
adoption of IPM alternatives. The promulgation
of appropriate legislation is not a panacea for
dealing with a country’s concerns, however, and "
may often take a long time; in addition, some
current legislation has proved to be too cumber-
some to implement, necessitating law reform. To
be effective, specific legislation on pesticides must
take into account the capabilities for handling and
managing pesticides in the country concerned.
Legislation on pesticides requires technical knowl-
edge, consultation with the various interests, and
resolution of conflicting positions. To encourage
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the introduction of new and less harmful pesti-
cides, legislation should establish a pesticide
registration process that is streamlined and
accessible and that does not impose heavy costs.
The Food and Agriculture Organization (FAO)
and the international pesticide industry trade
association (GIFAP®) provide technical assistance
and organize meetings and seminars to help
governments develop or refine pesticide legislation
that is consistent across regions and countries.

21. Even where appropriate pesticide registration
schemes and legislation exist, countries often need
support for strengthening the institutions respon-
sible for evaluating registration applications,
developing and enforcing regulations, controlling
pesticide quality, monitoring environmental expo-
sure, identifying and treating pesticide poisonings
(particularly in rural clinics) or diagnosing pest
problems, and improving pesticide application
technology.  External support may provide
training and technical assistance, establish or
rehabilitate laboratories or other facilities, and
help structure an effective multisectoral body for
reviewing and registering pesticides.

Monitoring, Evaluation, and Supervision

22. Monitoring and evaluating progress on the
development and implementation of IPM programs
is difficult because (a) the scientific base may take
a long time to develop, and (b) farmers may not
immediately adopt the technology offered. There-
fore. progress must often be measured not so
much in specific results as in the process. For
example, the appropriate types of research should
be ongoing, with adequate staffing and support;
training programs should have the proper orienta-
tion; and an effective program should exist for
testing research recommendations at the field level
and disseminating promising results to farmers.
It is also important to track developments in poli-
cies (e.g., the removal of pesticide subsidies),

infrastructure, safety of pesticide use, and human
exposure and environmental contamination. When
an IPM program is introduced in an area where
pesticide use has been high, a reduction in pesti-
cide application within a few years is generally a
good indicator of successful implementation.

23. A system of pest population monitoring
should be established at the outset of the program,
either using scouting teams or training farmers to
scout their own fields. The link between scouting
reports and the decision to take control measures
should be clear, as should the mechanisms for
evaluating the economic costs and benefits of pest
control operations.

24. Information on pest management practices and
their impacts should be gathered regularly and
used to improve research. extension. and training
programs. This work may require the develop-
ment or strengthening of technica! or institutional
capacity. A number of international. and often
national, nongovernmental organizations have a
strong interest in pest management and pesticide
issues and can serve as valuable collaborators for
collecting field information on the availability and
use of different pesticides and for monitoring
farmers’ adoption of IPM recommendations

Specific Applications

25. Within  the basic principles  of - [PM,
approaches may vary depending on the crops or
pests involved. For example. while routine.
preventive application of pesticides is rarely
appropriate for controlling insect pests, it may be
an important element in controlling some diseases
and weeds. Similarly, appropriate biological con-
trol agents may be selected from a wide variety of
organisms. The level of control necessary may
vary considerably, particularly for fruit and
vegetable crops, for which cosmetic damage may
significantly decrease the market value.

5. Groupement International des Associations Nationales de Fabricants de Produits Agrochimiques.

These guidelines were prepared for the guidance of World Bank siaff. They are not necessarily a complete treatment of the subjects covered.
Additional copies of this documens are available on a self-serve basis in the Institutional Informanon Services Center (IISC), in E 3200.
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26. Forest Pest Managemen:. In plantations and (d) prudent pesticide selection: that is,

forests, pests are not usually controlled artificially
except when outbreaks threaten significant eco-
nomic damage. Thus, use of ETLs is standard
practice. In some cases, pest population moni-
toring systems that use attractant pheromones or
other methods are effective for spotting incipient
outbreaks.

27. Other IPM practices that should be applied in
forest pest management are

(a) .genetic resistance: that is, using pest-
resistant cultivars, where available, and
avoiding large monocultures of a single
species or genetic variety that is inher-
ently susceptibie to epidemics;

(b) cultural control: that is, the removal of
diseased and dead trees that serve as
breeding sites for pests;

(c) biological control as the first line of
defense (biological control is particularly
effective in more stable ecosystems, such
as forests); and

choosing pesticides (when they have to
be used to control outbreaks) and appli-
cation methods that present minimum risk
to the environment or human health. Of
particular interest are insect growth regu-
lators and microbial agents (e.g., Bacillus
thuringiensis, or B.t.) that are now
widely used as alternatives to conven-
tional chemical pesticides.

28. Stored Product Pest Control. Stored product
pests (including molds) cause considerable losses
in the quality and quantity of agricultural products
worldwide. In developing countries, the problem
is often exacerbated by climate and lack of appro-
priate storage facilities at both national and on-

- farm levels. In an IPM approach. the first line of

action is to prevent buildup of pest populations by
careful preparation of products (e.g.. thorough
drying) before storing and by use of good storage
facilitiecs. When pest control is necessary, several
approaches are available: conventional chemical
products, including careful treatment with diluted
pesticides and fumigation with toxic materials, or
treatments such as neem or inert atmosphere.

These guidelines were prepared for the guidance of World Bank siaff. They are not necessarily a complete treatment of the subjects covered.
Addinonal copies of this documen: are available on a self-serve basis i the Instuurional Informarion Services Center (IISC}, in E 3200.
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III. Guidelines for the Selection and Use of Pesticides

1. Use of pesticides may be one component of
an agricultural pest management strategy.
Responsible treatment of pesticides requires
continuing attention during project preparation,
appraisal, and supervision to emsure safe and

2. This section outlines the basic principles of
pesticide selection, handling, use, and monitoring
to minimize environmental and health hazards. It
also outlines the treatment of pesticides in
environmental assessment. However, these guide-
lines give only the general framework and basic
pmcxpls to be followed; specialized knowledge
is always required to select appropriate pesticides
and to identify requiremenmts for safegnarding
human health and the eavironment under specific
conditions. Staff should call upon the Regional
environment division (RED), the Agriculture
Department (AGR), and the Environment Depart-
ment (ENV) for advice and assistance.  Staff
should also usc pest management specialists to
assist in appraisal and supervision as needed.

Pesticide Selection
General Principles

3. Pesticides vary greatly in their degree of dan-
ger to humans and the environment, and control
of pesticide use and handling in the field can be
difficult. Therefore, the critical first step is
selection of appropriate pesticides. Pesticides for
which special precawtions are necessary should not
be used if the requirements are unlikely to be met.

4. Many factors must be considered in pesticide
selection: toxicity, persistence, user experience,
local regulatory capabilities, type of formulation,
proposed use, and available alternatives. Further-
more, new information contimually becomes avail-
able, and it may be necessary to reassess the
hazards of particular products. Thus the develop~
ment of any general list of disapproved pesticides

is operationally impractical. Instead, it is advis-
able to develop for each situation an approved list
of pesticides, mutually agreed by the Bank and the
borrower and consistent with these guidelines.

5. The decision on whether to approve financing
for a given pesticide takes into account both the
type and degree of hazard (under local conditions)
and the availability of alternatives. For cxample
arbon tetrachloride, most products containing

c, and products containing methy! or phenyl
mcrulry. lead, thallium, or cadmium are not
financed under any circumstances. These sub-
stances have largely been replaced by safer substi-
tutes. However, certain other pesticides with
undesirable toxic or environmental properties
(e.g., most organochlorine products and seed
dressings containing methoxy mercury) are still
widely used and may be hard to replace in a given
case. As a general rule, they should not be
financed; however, they may be considered for a
limited time when there is a clear plan for
replacing them with suitable alternatives in accor-
dance with national legislation. The large number
of pesticide products on the market makes it
impossible to provide specific guidance on indi-
vidual products here. For information and advice
on pesticide selection for specific projects, staff
should contact the RED or ENV. -

6. The main criteria for judging the rypes of pes-
ticides that should be restnicted or disallowed
under Bank loans are

(a) toxicity: acute mammalian toxicity,
chronic health effects, environmental
persistence, and toxicity to nontarget
organisms (Part I describes the problems
associated with each of these areas); and

® regxsmonsmm:hebomwmgcoun-
try and in countries with the technical
capability to evaluate the long-term health
and environmental impacts of pesticides.

These guidelines mpwprmgm«af%mmw They are not necessarily g compiete treatment of the subjects covered.
MmqmwMMmaMMﬁuehWMmmCamm in E 3200.
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Taxicity

7. Acute Mammalian Taxicity. As a genenl
indicator, formulated products that fall into WHO
Classes 1A and IB and the more toxic range of
Class II (described in Part I) should be avoided
(a) if they are likely to be used by, or are acces-
sible to, small-scale farmers or others who may
lack the training, equipment, and facilities to
handle and store them properly; and (b) in coun-
tries where there are no restrictions on their
distribution or use. In Bank projects they are
generally accepted only for use by large-scale
operations in which they will be handied and used
by trained crews under direct supervision and
stored securely to prevent diversion to private use.
In-depth project appraisal and supervision are
required to ensure that training, facilities, and
supervision are adequate. Handlers should be
regularly monitored (blood and/or urinegests) for
signs of overexposure to pesticides. If the local
capability for making reliable assessments of
buman exposure is inadequate, provision should
be made in the project to strengthen it or to col-
lect and send samples outside for analysis.

8. For general use, the concentration of the
active ingredient should be low enough to put the
formulated product at least into WHO Class 1I.
However, while the WHO classification is a good
initial indicator, some pesticide products present
a greater hazard than might be supposed from
their ranking. For example, materials that are
corrosive, explosive, or imritating to the skin
require special handling precautions. In some
cases, such materials should be regarded as
Extremely Hazardous, even if they are not in
Class 1A or IB.

9. Hazardous “inert” ingredients (solvents,
emulsifiers, stabilizers, etc.) present another, less
well documented problem. The U.S. Environ-
mental Protection Agency s Office of Pesticide
Programs has lists of inert ingredients according
to their acceptability for use in pesticide

formulations, Some pesticides (e.g.. 2,4,5-T,
malathion, carbaryl) are also likely to contain
hazardous contaminants if not properly manu-
factured. This problem should be addressed
through procurement specifications and quality
control.

10. Chronic Health Effects. Many of the products
that are known to cause chronic health effects are
no longer registered for use in any country in the
Organization for Economic Cooperation and
Development (OECD); others are still registered
in only a few countries, or only for restricted
uses. While registration in one or more OECD
countries is not, by itself, a criterion for a
product’s acceptability in Bank projects, lack of
such registration is a good indicator that further
inquiry is needed to determine whether a problem
exists. However, information in this area is
always growing, and some widely used pesticides
currently under investigation may be found to
have unacceptable chronic health effects.

11. Environmental Persistence and Toxicity $o
Norzarget Organisms. Some products are inap-
propriate for general agricultural use because of
their long-term impacts on wildlife and aquatic
organisms. The most familiar example is DDT,
which should not be used in agriculwure, although
it may be permitted for nonbroadcast application
in disecase vector control (see OPN 11.01 (b),
Guidelines for Use, Selection, and Specifications
of Pesticides in Public Health Programs). Other
products may be toxic to nontarget organisms such
as endangered species, fish, honeybees, beneficial
insects, susceptible crops, or natural vegetation.

Registration Status

12. If a pesticide regulatory authority and a reg-
istration scheme exist, products must be registered
before they actually enter a country (see Pan |,
pares. 17-19). Pesticides that are registered in the
country of proposed use are eligible for procuze-
ment under Bank financing. However, national

nacuuddmu wnprrpamljbrmgudmuojw”umw nqmmuwmuya complete rrearment of the sulyecss sovered.
Additional copies of this document are avoilable on a self-serve basis in the Instingional Information Services Cerwer @ISC), in E 3200.
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registration should not be a mandatory criterion
for a product to be eligible for inclusion in a bid
for procurement, and registration should remain
open to all intending bidders. Products must nor-
mally pass tests demonstrating their suitability for

the specific use envisaged before they are regi- -

stered. Completion of these tests takes time
(typically one or two cropping seasons). It is
therefore important that, to allow for necessary
testing, the need for specific active ingredients be
assessed as early as possible during project
preparation. -

13. Problems may arise if active ingredients or

formulations are required for specific purposes for

which no products have been registered in the
country. Such situations must be treated on a
case-by-case basis. Generally, for such cases,
pesticides should be considered only if their use
for the intended (or similar) purpose has been
reviewed by the FAO/WHO Joint Meeting on Pes-
ticide Residues (JMPR) and an acceptable daily
intake and maximum residue levels have been
subsequently recommended to the Codex Com-
mittee on Pesticide Residues. However, many
products have not yet undergone JMPR evaluation
because they do not meet the criteria: wide use in
sufficient volume, toxicological concern, and
potential for significant residues in food crops
important in world trade. Such products may be
considered acceptable if they are registered for
similar use in a country where conditions are

similar and where there are adequate facilities to . -
evaluate their effectiveness, toxicity, and long-

term effects. - In all such cases procurement
should not be initiated without specaﬁc prior
approval from the RED.

Pesticide Handling and Use

14. In addition to the toxic characteristics of the
materials themselves, the hazards associated with
pesticide use depend on how the pesticides are
handled. Precautions to minimize environmental
contamination and excess human exposure are

needed at all stages, from manufacture, packaging
and labeling, transportation, and storage to actual
use and final disposal of unused pesticides and
contaminated containers. The key clements are
the use of suitable packaging materials, physical
isolation of pesticides from consumable products
and from children and animals, appropriate and
well-maintained application equipment, disposal
methods and facilities that prevent leakage into the
environment, and, sbove all, provision of ade-
quate information to people who are properly
educated to use it.

15. The FAO publication International Code of
Conduct on the Distribution and Use of Pesticides
(Rome, 1991) provides international’y accepted
general standards on labeling, packaging, storage
and disposal, and pesticide management.

Packaging and Labeling

16. Specifications for pesticide procurement
should give packaging requirements. The FAQ's
Guidelines for the Packaging and Storage of
Pesticides (Rome, 1985) provides standards for
packaging types and materials for different types
of pesticide formulations. Key elements include
using only (a) new or soundly reconditioned pack-
ages with designs and materials that can withstand
anticipated levels of handling (repeated loading
and unloading) and climatic conditions (humidity,
temperature, etc.), and (b) linings and closures
that resist corrosion and do not react with the
contents. The FAO guidelines on packaging and
storage should be used as minimum standards;

- additional specifications may be required for

certain types of pesticides or jocal conditions
(e.g.. light-colored drums to reduce deterioration
due to heat from the sun). Domestic laws that set
more stringent standards than the FAO guidelines
must be adhered to.

17. Procurement documents must also specify
labeling that follows the principles provided in
Guidelines on Good Labeling Practice for

These guidelines were prepared for the gmafwwmw nqmwmnlya complete trecomens of the subjects covered.
Addirional copies of this document ore available on o self-serve basis in the instingional Information Services Couer (@SC). in E 3200.
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Pesticides (Rome: FAO, 1985). These guidelines
indicate the types of information that should be on
a label (e.g., identification and concentrations of
all active ingredients; manufacturer; batch number
and date of expiration; description of intended
uses, application methods, and dosage rates; other
directions for use; hazards; and safety precautions,
including internationally and locally recognized
warning symbols). The label should be written in
the local language. Use of pictograms to assist
illiterate users can be helpful, but it is impossible
to identify universally understandable pictograms;
pictograms must be developed locally, with exten-
sive field testing. The FAO guidelines on labeling
also address the physical characteristics of labels
to ensure that they stay attached to the package
and remain readable after cnended handling and
storage.

18. While pesticides may be appropriately pack-
aged and labeled when they enter the country,
intermediaries in developing countries often
purchase the products in bulk and then repackage
them. Often the repackaged pesticides go into

inadequate containers with little or no labeling.-

To discourage this dangerous practice, pesticides
intended for use by small-scale farmers should be

procured and distributed in single-dose packages .

or small containers whenever possible. Repack-
aging of active ingredients or products that fall
into WHO Class 1A, IB, or I should be permitted
only in properly licensed and inspected facilities
that meet acceptable safety standards. Preferably
these products are handied under the control of
the bulk supplier, who is fully responsible for the
suitability of the new package, including label and
use instructions, the quality of the repackaged
product, and the safety of the repackaging
process. Repackaging of WHO Class Il or IV
producsmaybeamedombycoopmnvsor
farmer groups if they are given training and
appropriate repackaging equipment and materials
and are approved by the anthorities. Class IV
products are unlikely to present an acute hazard in

normal use, but adequate care should be taken
when Jarge quantities are being repackaged. The
FAO guidelines on labeling and packaging still
apply in this case.

Transportation, Storage, and Disposal of Pesti-
cides and Pesticide Conzainers

19. Packaging and labeling are relatively easy to
regulate (except for informally repackaged pro-
ducts) compared with transportation, storage, use,
and disposal, which are generally dispersed acti-
vities involving large numbers of people all the
way down to the end users. Guidelines for good
practice are available, but implementation and
enforcement depend on local conditions and insti-
tutional capabilities. The important first step is to
have legislation that specifies requirements,

responsibilities, and noncompliance penalties for
pesticide distributors, retailers, and users
(including employers of agricultural laborers).
This step must be accompanjed by a regulatory
and enforcement mechanism, which may include
licensing or certification procedures for pesticide
trading and spot inspections at all levels of pesti-
cide handling. Relevam FAOQ guidelines include
Guidelines for the Packaging and Storage of Pesti-
cides (Rome, 1985) and Guidelines for the Dis-
posal of Waste Pesticide and Pesticide Containers
on the Farm (Rome, 1985).

20. Many countries have problems with stocks of |
obsolete pesticides, which are often very hazard-
ous materials stored under conditions that present
a serious public hazard. Requests for technical
and financial assistance to dispose of these stocks
are becoming more and more common. Appro-
priate disposal depends on the type and condition
of the material on hand. Options include
(a) reformulation and use, (b) repackaging,
(c) movement to a less hazardous site, (b) burial
in an appropriately dsngnedandmomnoredhnd-
fill, (¢) breakdown using microorganisms (bior=-
mediation), (f) return to the country of origm tor

These guidelines were prepared for the guidance of World Bank safl. They are ROt Recessarily @ COmpiere reatmens of the subjects rovered.
Addizional ¢opies of this document are availabie on a self-serve basis in the instinaional Information Services Censer GISC), in E 3200,
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disposal or destruction (usually through high-
temperature incineration), or (g) destruction on
site. -

21. Any program for the disposal of pesticide
stocks must begin with an on-site assessment by
qualified professionals who can identify the toxic
materials present, evaluate the level of hazard and
urgency, and propose altemnative plans to reduce
or eliminate the problem. The “no action” option
must be carefully evaluated along with proposed
action alternatives, since in some cases a proposed
solution that presents some environmental risks
may still be preferable to the existing situation.
Technical assistance for such assessments is avail-
able from specialist organizations, such as the
World Environment Center in New York (which
draws upon experts from the public and private
sectors); the pesticide industry (manufacturers of
the products in question, or GIFAP, the inter-

national pesticide industry trade association);

national environmental agencies such as the U.S.
Environmental Protection Agency; and private
consultants and firms.

22. Key points for reducing hazards in the
pesticide handiing chain include

(@) transportation and storage of pesticides
separate from (i) food/feedstuffs;
(ii) items, such as clothing, that come
into close contact with people; (iii) sub-
stances that are flammable, explosive,
chumcally reactive, or otherwise likely
to increase the risk of accidents;'

(b) adequate pesticide storage areas that are
locked, sheltered, ventilated, supervised,

and free of spills or leaking containers;
are not subject to fiooding; and are
equipped with drainage outfalls with
evaporation ponds to eliminate contami-
nation of water supplies;

1. This category may include some fentilizers.

{(c) procedures and facilities at pesticide stor-
age sites, and at points of individual use,
for disposal of excess pesticides and
empty or damaged containers; and

(d) safeguards and exposure monitoring for
workers involved in formulation, repack-
aging, and disposal of pesticides.

23. Where substantial quantities of highly toxic
pesticide materials are stored, their presence may
require 2 “major hazard assessment.”" The
Environment Department should be consulted for
details on this procedure.

Pesticide Application

' 24, Effective and safe pest management requires

that pesticides be applied properly. This process
involves selecting the right application methods
(based on the cropping system, target pests, the
environmental setting, and prospective users) and
using well-designed equipment in good workmg
order.

25. Aerial Application. Pesticides to be applied
aerially should be selected with the knowledge that
surrounding areas are likely to receive drift.
Spraying operations should be closely supervised
to ensure good performance and minimize
hazards. For example, spraying should be done
only when weather conditions are suitable. Local
populations should be notified ahead of time to
stay out of the fields during spraying and for an
appropriate period thereafter. Flagmen should not
be used in the fields to guide the planes because
they are wuinerable to excessive pesticide -
26. Granular Formulations. Low-concentration

granular formulations generally present the lowest
level ofhamgitotheusetsbmmaybeharmﬁnto

These guidelines were prepared for the guidance of World Bank 53af]. They are Aot necessanly o complete rrearment of the subjeens covered,
Additional copies of this documen: are available on a self-serve bazsis in the institutiona! Information Services Center (@1SC), in E 3200.
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domestic animals, wildlife, and humans if they are
accidentally ingested. Exposure can be minimized
by including brightly colored dyes in the formu-
hnonsandusmgclosedbam::gmnons(eg for
rodenticides). )

27. Spray Applications. Low-volume (LV) and
ultra-Jow-volume (ULV) methods of spray appli-
cation can be very efficient, but they are sensitive
to errors in dosage calibration and can be hazard-
ous to inexperienced operators because they use
concentrated pesticides. Thus, when LV and
ULV methods are introduced, training programs
must be provided to ensure that the methods are
used safely and effectively. Electrostatic ULV
sprayers can reduce the problems of spray drift
and runoff, and those that use integrated container
or nozzle systems also reduce problems of cali-
bration and user exposure; however, few pesticide
products are available for such sprayers, and they
give poor coverage in dense crops.

28. Equipment. Any procurement or distribution
of pesticide equipment should include a good sup-
ply of spare parts, and retailers should receive
training to provide equipment maintenance and
repair services. Tenders for procurement of pesti-
cide equipment should set high quality standards
(recommended specifications and evaluations of
commercially available equipment may be
obtained from specialized mdcpendem research
facilities). -

29. Protecrive Clothing, Many pesticides are
readily absorbed through the skin and can be used
safely only if operators wear protective clothing.
Requirements for protective clothing are ordinarily
indicated on the pesticide label. Depending on the
Jevel of hazard, protective clothing may range
from long-sleeved shirts, long pants, and enclosed
shoes to rubber gloves and goggles or fully
enclosed gas masks. Although several companies
are producing lines of lightweight protective
clothing, it is unrealistic to expect operators

working in very hot climates to wear extensive
protection for any length of time. Pesticide
selection should take this fact into account.

Training and Public Education

30. Education is the key to improved pesticide use
and safety. It is a highly desirable component of
any program that increases the accessibility or use
of pesticides, particularly if relatively high-hazard
pesticides are being justified on the basis that they
will be used only by skilled operators rather than
being generally available to farmers. Training
programs must cover safety aspects thoroughly,
including the danger of pesticide absorption
through the skin and lungs, short- and long-term
effects of intoxication, and hazards of environ-
mental contamination. Demonstrating the ele-
ments of safe pesticide handling is not sufficient.
The dangers of misuse must be presented in a
forceful and personal fashion to make an impres-
sion and have a2 lasting impact on individual
behavior. Training should also include the impor-
tance of optimizing pesticide use through
integrated pest management (see Part II). Many
organizations worldwide, including university
groups and nongovernmental organizations
(NGOs), have developed good, comprehensive
training programs and materials adapted to Jocal
languages and illiterate populations, in particular
in relation to public health programs. As an after-
sales service, the supplier should provide training,
particularly in the use of pesticides or equipment
with special handling requirements. This require-
ment may be included in the tender specifications.

31. In addition to training for actual users and
operators, it is helpful to provide (a) short courses
for extensionists and pesticide retailers, (b) mass
media or other public education campaigns on pes-
ticide safety, (c) special programs of instruction
for women and schoolchildren on pesticide safety
in the home, (d) training for clinicians and health

wchmmnsmdngnosmganduunngpsunde
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poisonings, and (¢) seminars or technical assis-
tance for government officials in pesticide legis-
lation or regulation.

Monitoring and Evaluation

32. Monitoring and evaluating pesticide impacts
on human heaith and the environment is difficult
but important, particularly if (a) pesticides with
long environmentai persistence or significant acute
or chronic health risks are involved, or (b) envi-
ronmental resources of special concern (e.g..
important aquifers or fish nurseries) are believed
to be threatened with contamination. It is impor-
tant to begin by establishing baseline data for
comparison. If this is not possible, an alternative
is to identify a comparable site or group as similar
as possible in all other respects to the exposed
'amr:l. u:: population. Monitoring activities may

(a) monitoring the occupational exposure of
field workers or those involved in formu-

lation or packaging;

(b) sampling for specific pesticide residues in
groundwater under, or in surface water
" downstream from, irrigation schemes;

(c) sampling and determination of pesticide
residues on food or feed crops or in
livestock;

(d) assessing public exposure to pesticides
through residues in foods or water; and

(e) assessing the impact on such nontarget
organisms as bensficial insects, fish and
other aquatic life, wildlife, and crop and
noncrop plants (through herbicide drift).

33. Design of a monitoring and evaluation pro-
gram must ensure that the necessary capability

exists for collecting and analyzing samples system-
atically and reliably. Samples coliected in the
field must be treated properly to retain their inte-
grity (e.g., some samples must be kept frozen or
out of the sunlight). Sample analysis can be
simple or compiex, depending on the physical and
chemical nature of the sample and of the pesti-
cides involved and whether the sample is sus-
pected to contain only a few or many different
types of residues. The laboratory equipment
needed for analysis of some types of pesticides is
expensive, sophisticated, and difficult to operate
and maintain. In many cases, sending samples to
commercial laboratories for analysis is more effi-
cient and accurate than maintaining the full range
of analytical capabilities locally. For products for
which analysis kits are available commercially, the
“enzyme-linked immuno-sorbent assay” (ELISA}
method is an accurate, low-cost, and easily imple-
mented method for screening large numbers of

samples.

34. A monitoring program must also be clearly
linked to operational decision making. This link
should include

(a) clearly specified reporting responsi-
bilities;

(b) established standards against which the
data generated will be evaluated;

(c) aplan for corrective action to be taken if
the monitoring results indicate a problem;
and

(d) a specified budget and source of funds to
meet the recurrent costs of conducting
field sampling, maintaining analytical

equipment, purchasing consumable sup-
plies, and maintaining staff skills.

Mgmmwﬁrmgm:ofmmm They are aot pecessarily a complere treatmens of the subjecrs cosered.
Addisional copies of this docionens gre available on a self-serve basis in the Instinurional Information Services Cerver (QISC), in E 3200.
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Environmental Assessment

35. OD 4.01, Environmental Assessmens, identi-
fies the use of pesticides as one of the potential
issues to be addressed in an environmental
assessment (EA). Even if no Bank financing for
pesticides is involved, lending for agricultural
development might stimulate pesticide use. Agri-
cultural development programs may also be used
to improve existing practices of pesticide use. As
the EA directive describes, the initial screening of
an agricultural project at the identification stage
determines whether an examination of pest
management aspects is needed. Where substantial
quantities of highly toxic pesticide materials are
stored, their presence may require a “major
hazard assessment.”

36. An EA looks at the potential environmental
impacts of a project and proposes measures (2
mitigation plan) to avoid, reduce, or compensate
for negative consequences.  Environmental
impacts associated with agricuiniral pest manage-
ment generally relate to the use of pesticides.
Thus, an EA evaluates (a) the conditions of pesti-
cide use and regulation with respect to protection
of human health and the environment, and (b) the
proposed practices of pest management. Depend-
ing on the types of issues identified, the EA
provides a mitigation plan, which ordinarily falls
imo one of three broad categories: pesticide
screening, a pesticide management plan, or a pest
management plan. ’

Pesticide Screening
37. Pesticide screening represents the minimum
fype of mitigation plan and is appropriate when

(2) the financing proposed for pesticide
procurement (directly or through a credit
scheme) represents only a minor project
component;

(b) the project will not introduce pesticide
use into an area for the first time or
greatly increase the level of use;

(c) no specific pesticide-related eaviron-
mental or health concerns were identified
at the Initial Executive Project Summary
stage; and

(d) products that are particularly hazardous
will not be financed.

38. For pesticide screening, an authorized list of
pesticide products approved for financing is devel-
oped, along with a description of mechanisms to
ensure that only these products will be procured
using Bank funds. To develop this list, it is
necessary to identify the proposed end users of the
pesticides, the crops and target pests involved, and
the application methods proposed. Products inay
be rejected for financing on the basis of environ-
mental or health hazards that are unacceptable,
given the likely conditions of use. Then the Bank
makes every effort 10 help identify suiwable alter-
native control methods or pesticides. The positive

"list should be open to modification by agreement

berween the Bank and the borrower so as to take
into account new information or requirements that
may emerge during the hfc of the loan

39. The borrower should also give assurances that
the guidelines for pesucide packaging and label- -
ing, transport, and disposal, outlined above, will
be followed. Additional Bank attention to such
aspects as opportunities to promote IPM alter-
natives or to improve pesticide handling cond)-
tions should be encouraged, but the investment of
significant staff time or resources to examine these
issues thoroughly may not be justifiable for a
small component with limited impact.

'T‘haeguucﬁ:m mmndﬂrmtguﬂmndi'uidmm They ere not necessarily @ compiete treanmens of the subjecsy covered.
Wwﬁudwmmaﬂwmnuquhﬁ:hmwmmwma&m.
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Pesticide Managemen: Plan

40. More detailed artention to pest management

pncucsmdpesnudehmdlmg:sneededfot
projects in which

(8) the pesticide financing proposed repre-
sents a large component;

(b) the procurement of relatively hazardous
psumdsxspmposedor

(c) there are specific environmental or health
concerns (e.g., proximity of the project
area to protected areas or important
aquatic resources).

41. In such cases, the EA proposes a pesticide
management pian that addresses

(@) who would use the pesticides (e.g.,
requirements are different for projects
involving smallholders and those
involving supervised plantation

operations);

(b) proposed pesticides 1o be procured (or
cammercially available in the area, in the
case of projects providing credit for
purchasing agriculmural inputs); .

(c) mechanisms for limiting access to hazard-
ous pesticides to authorized users, when
the use of such products is proposed;

(d) proposed application methods;

(e) provisions for appropriate transport, stor-
age, handling, and disposal (inciuding

provision of protective clothing and
application equipment);

() potential end users' knmowledge of and
competence in safe handling of pesti-
cides, and proposed training to improve
them as needed;

(g) mechanisms for monitoring and reporting
environmental and health impacts of pes-
ticide use (including designation of
responsible authorities and management
systems to use data generated); and

(b) mechanisms for developing and pro-
moting the use of nonchemical alter-
natives and an IPM approach.

42. The plan should explain how these aspects
are, or will be made, consistent with Bank policy
as described in OD 4.03, Agricultural Pest Man-
agement. In some cases the borrowing country
may have adequate jegislation and effective regu-
lation of importation, distribution, and use of
pesticides (determined by an evaluation by the
Bank's RED and Legal Department). In other
cases, it may be necessary to include project com-
ponents for training, extenmsion, provision of
equipment or facilities, and so forth, to correc:
shortcomings. Particularly in the case of large-
scale financing of pesticides (i.e., financing that
represents a significant portion of the country's
pesticide imports), measures for strengthening
pesticide legislation and regulation at the national
level are also considered.

Mgmmpwmmegmqumw nqmmumnlyamcwdtcmm
Additional copies of this docionent are avoilable on a self-serve basls in the Instinszional Informasion Services Cemer (ISC), in E 3200,
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IV. Selected Publications and Reference Sources

Bank Materials
Asia Technical Department. Agrochemical Usage in Asia Region. Prepared by G.J. Jackson, June 1992.

A looseleaf set of notes prepared to give Bank staff a ready source of information about
pesticides and their use in the Asia region. It is particularly intended to help staff identify
potential problems on which they might seek further advice.

Latin America Technical Department. Agrochemical Usage in Latin America. Prepared by G.J. Jackson
(forthcoming).

Kiss, A., and F. Meerman. Integrared Pest Management and African Agriculture, World Bank Technical
Paper No. 142. Washington, D.C.: World Bank, 1991.

Asia Technical Department. Agricultural Technology and Environmental Safery: Ime;grazed Pest
Managemen: and Pe.madz Regulation in Developing Asia. Prcpared by U.-C. Wiebers
(forthcoming).

Other Publications

Association de coordination technique agricole. Index Phytosanitaire: Produits Insecticides, Fongicides,
Herbicides. ACTA: Paris, updated periodically.

Davies, J.D., and V.H. Freed. 4n Agrochefical Approach to Pesticide Management: Some Health and
Enwronmemal Considerations. Miami: Department of Epndemlology University of Miami
School of Medicine, 1981.

Food and Agriculture Organization. ~ Guidelines for the Disposal of Waste Pesticide and Pesticide
Containers on the Farm. Rome: FAO. 1985.

Food and Agnculture Organization. Guidelines for the Padcagmg and Storage of Pesticides. Rome:
FAO, 1985.

Food and Agriculture Organization. Guidelines on the Good Labelling Practice for Pesticides. Rome:
FAO, 1985.

Food and Agriculture Organization. International Code of Conduct on the Distribution and Use of
Pesticides. Rome: FAO, 1991.

These guidelines were prepared for the guidance af World Bank .m] They are not necessarily a complete treammen: of the subjects covered.
Addisional copies of this document are available on a self-serve basis in the Instingional Information Services Censer {@15C), in E 3200.
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Kenmore, P.E., K.L. Heong, and C.AJ. Putter. Political, Social and Perceptual Aspects of Imegrwed
Pest Managemen: Programs in Integrated Pest Management in Malaysia, edited by B.S. Lee,
W.H. Loke, and K.L. Heong. Kuala Lumpur: MAPPS, 1984.

Mayer, F.L., and M.R. Ellersieck. Manual of Acute Toxicity: Interpretation and Data Base for 410
Chemicals and 66 Species of Freshwater Animals. Washington, D.C.: U.S. Department of the
Interior, Fish and Wildlife Service, 1986.

Meister Publishing Co. Farm Chemicals Handbook. Willoughby, Ohio: Meister, updated annually.

Pimentel, D. Ecological Effects of Pesticides on Non-target Species. Washington, D.C.: Executive
Office of the President, Office of Science and Technology, 1971.

Smith, G.J. Pesticide Use and Toxicology in Relation to Wildlife: Organophosphorus and Carbamate
Compounds. Washington, D.C.: U.S. Department of the Interior, Fish and Wildlife Service,
1987.

Thomson, W.T. Agricultural Chemicals: Book I (Insecticides, Acaracides, and Ovicides); Book II
(Herbicides); Book Il (Fumigants, Growth Regulators, Repellents, and Rodenticides); Book IV
(Fungicides). Fresno, CA: Thomson Publications, 1976-77.

World Health Organization. The WHO Recommended Classification of Pesticides by Hazard and
Guidelines to Classification, 1992-93. Geneva: Pesticide Development and Safe Use Unit,
World Health Organization, 1992.

Worthing, C.R., and R.J. Hance. The Pesticide Manual: A World Compendium. 9thed. Surrey, U.K.:
British Crop Production Council, 1991.

Reference Sources

U.S. Environmental Protection Agency, Office of Pesticides Programs. Phone: (703) 557-7090;
Insecticides Branch: Phone 557-2200.

Every pesticide product registered in the U.S. has an assigned Product Manager at EPA, who
can provide the latest information on the current U.S. regulatory position and the reasons behind
it. Written Fact Sheets and Registration Standards are available for selected materials.

FAO Plant Production and Protection Division
Via delle Terme di Caracalla
00100 Rome, Italy
Phone: (39-6) 57873551

INFOTERRA (UNEP’s international environmental information system). U.S. contact person:
Ms. Barbara Roth. Phone: (202) 260-8710.

International Registry of Potentially Toxic Substances (IRPTC). U.S. contact person: Ms. Susan Hazen.
Phone: (202) 260-3442.

These guidelines were prepared for the guidance of World Bank siaff. They are not necessarily a complete treatmens of the subjects covered.
Addirional copies of this documens are available on a self-serve basis in the Institutional Informarion Services Center (11SC), in E 3200.
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Natural Resources Institute
Central Avenue
Chatham Maritime, Kent

ME4 4TB, England
Phone: (44) 634-993393 or 880088

Scientific Unit of the U.K. Overseas Development Administration. Includes a Pest Management
Division and Sections on Insect Physiology and Behavior; Insect Chemistry; Pest Toxicology:;
Pesticide Management; Field Ecology; Biogeography and Radar Entomology; Pathology and
Weed Science; Pest Systems Monitoring. Offers computerized bibliographic database with
information on pesticide toxicity, persistence, and residues; environmental fate of pesticides;
ecological impacts. Also provides publications, training courses, and consultants.

Centre de Coopération Internationale en Recherche Agronomique pour le Développement (CIRAC)
Service Protection des Végétaux
BP 7309
34083 Montpellier Cedex
France
Phone: (33-67) 615800
Fax: (33-67) 615988

Commonwealth Agricultural Bureau (CAB) International
Farnham House
Farmnham Royal
Slough SL2 3BN
England
Phone: (44-0218) 2281

Information services include Pesticide Manual of the British Crop Protection Council. Scientific
services include Institutes of Entomology, Mycology, Parasitology. and Biologica! Control
providing pest identification services, training.

Consortium for International Crop Protection
Dr. Edward H. Glass, Executive Director
Depariment of Entomology
NYSAES
P.O. Box 462
Geneva, New York 14456
Phone: (315) 787-2337
(Above information effective mid-December 1991.)

Consortium of U.S. universities offering training courses, publications, and consultants in all
areas of pest management. Prime contractor for U.S. Agency for International Development.

These guidelines mnprepaledjurmgmdanccajWorldBantw thyarewmcmanlyacomplmmoﬂhemb]ea:m
Additional covies of this document are available on a self-serve basis in the Instingional Information Services Center (IISC). in E 3200.
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International Plant Protection Center
Oregon State University
Corvallis, OR 97331
Phone: (503) 737-3541

Specializes in weed control.

International Pesticide Application Research Centre
Silwood Park -
Ascot, Berks, SL5 7P4
England
Phone: (44) 344-294234
Fax: (44) 344-294450

Undertakes research on all aspects of pesticide application and designs, and tests related
equipment. Also organizes annual short courses.

GIFAP: Groupement International des Associations Nationales de Fabricants de Produits Agrochimiques
(International Group of National Associations of Manufacturers of Agrochemical Products).

International trade association whose members are national agrochemical associations of more
than 30 industrialized and developing countries. Useful source for technical information and
publications on pesticide specifications, handling, formulation, disposal, marketing, etc., as well
as liaison with major manufacturers on issues concerning responsible pesticide management.

Numerous commercial consulting firms can provide information on pest management options or use and
impacts of specific pesticides. Contact Regional Environment Divisions or ESD Environment
or Agriculture Department for further information.

Pesticide product manufacturers (listed in the Farm Chemicals Handbook) are very useful sources for
information on uses, application rates and methods, formulations available, crop registrations/
tolerances, etc.

Pesticide Action'Network. PAN is a network of international NGOs involved with pesticide issues and
is a good source of information on prevailing issues and public concerns regarding health and
environmental impacts of pesticides. Contact PAN Regional Coordinator at any of the Regional

Centers:

Pesticide Education and Action Project (Antoine Sendana)

P.O. Box 610 Environmental Liaison Centre International
San Francisco, CA 94101 P.O. Box 72461

Telephone: (415) 771-7327 Nairobi, Kenya

(Abou Thiam) (Sarojini Rengam)

ENDA IOCU Regional Office for Asia and the Pacific
B.P. 3370 P.O. Box 1045

Dakar, Senegal Penang, Malaysia

These gu'deh';u were prepared for the qu Worid Bank staff. They are not necessarily a complete trearment of the subjects covered.
Addirional copies of this documens are available on a self-serve basis in the Instingional Information Services Center @ISC). in E 3200.
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(Pilar de Sevilla/Mercedes Bollanos) (Bert Lokhorst)
Fundacion Natura PAN-Europe
P.C. Box 253 Damrak 83-1
Quito, Ecuador 1012 LN

Amsterdam, The Netherlands

These guidelines were prepared for the guidance of World Bank staff. They are noi necessarily a camplete treatmen: of the subjects covered.
Addirional copies of this document are availoble on a self-serve basis in the Instindional Information Services Center JISC), in E 3200.
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Natural Habitats

1 The conservation of natural habitats,' like
other measures that protect and enhance the
environment. is essential for long-term sustainable
development. The Bank® therefore supports the
protection. maintenance, and rehabilitation of
natural habitats and their functions in its economic
and sector work, project financing, and policy
dialogue The Bank supports, and expects
borrowers to apply, a precautionary approach to
natural resource management to ensure
opportunities for environmentally sustainable
development. )

Economic and Sector Work

2. The Bank’s economic and sector work
includes identification of (a) natural habitat issues
and special needs for natural habitat conservation,
including the degree of threat to identified natural
habitats (particularly critical natural habitats); and
(b) measures for protecting such areas in the
context of the country’s development strategy. As
appropriate, Country Assistance Strategies and
projects incorporate findings from such economic
and sector work.

Project Design and Implementation

3.  The Bank promotes and supports natural
habitat conservation and improved land use by

1. See detimuons m Annex A.

(85

financing projects designed to integrate into
national and regional development the conser-
vation of natural habitats and the maintenance of
ecological functions. Furthermore, the Bank
promotes the rehabilitation of degraded natural
habitats.

4. The Bank does not support projects that, in
the Bank’s opinion, involve the significant
conversion or degradation’ of critical natural
habitats.

5. Wherever feasible, Bank-financed projects
are sited on lands already converted (excluding
any lands that in the Bank’s opinion were con-
verted in anticipation of the project). The Bank
does not support projects involving the significant

" conversion of natural habitats unless there are no

feasible alternatives for the project and its siting,
and comprehensive analysis demonstrates that
overall benefits from the project substantially
outweigh the environmental costs. If the environ-
mental assessment® indicates that a project would
significantly convert or degrade natural habitats,
the project includes mitigation measures accept-
able to the Bank. Such mitigation measures
include, as appropriate, minimizing habitat loss
(e.g., strategic habitat retention and post-
development restoration) and establishing and
maintaining an ecologically similar protected area.

“Bank™ mcludes IBRD and IDA, and “loans™ includes credits, grants, and guarantees. This policy also covers GEF-

funded projects. Adjustment loans are not covered by this policy but are subject to the general policies set out in OP 4.00.

Environmental Aspects of Bank Work (forthcoming).
For definitions, see Annex A.

w

4. See OD 4 01. Environmental Assessment. to be reissued as OP/BP 4.01

Note:

OP, BP, and GP 4.04 are a conversion of OPN 11.02, Wildlands, to the OP/BP/GP format.

Please discard

OPN 11.02. These statements apply to all projects for which a Project Information Document is first approved by
the country department director on or after October 15, 1995. The policy set out in OP 4.04 applies to any project
financed by the Bank, whether or not the Bank is financing the project component that affects natural habitats.
In case of doubt, any determination of what is acceptable to the Bank under this policy is made by the Regional vice
president in consultation with the Environment, Legal, and Operations Policy departments. Questions should be
addressed to the Director, Environment Department.

These polictes were prepared for use by World Bank staff and are not necessarily a complete treatment of the subject. Addinional copies are
available 1o Bank staff in the Institunional Informanon Services Center (Room E 3200), and to the public through the Public Information Center.
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The Bank accepts other forms of mitigation
measures only when they are technically justified.

6. In deciding whether to support a project
with potential adverse impacts on a natural habi-
tat, the Bank takes into account the borrower’s
ability to implement the appropriate conservation
and mitigation measures. If there are potential
institutional capacity problems, the project in-
cludes components that develop the capacity of
national and local institutions for effective envi-
ronmental planning and management. The mitiga-
tion measures specified for the project may be
used to enhance the practical field capacity of
national and local institutions.

7. In projects with natural habitat components,
project preparation, appraisal, and supervision
arrangements include appropriate environmental
expertise to ensure adequate design and
implementation of mitigation measures.

8.  This policy applies to subprojects under
sectoral loans or loans to financial intermediaries.’
Regional Environment Divisions (REDs) oversee
compliance with this requirement.

Policy Dialogue

9. The Bank encourages borrowers to incorpo-
rate into their development and environmental
strategies analyses of any major natural habitat
issues, including identification of important natural
habitat sites, the ecological functions they per-
form, the degree of threat to the sitcs, priorities
for conservation, and associated recurrent-funding
and capacity-building needs.

10. The Bank expects the borrower to take into
account the views, roles, and rights of groups,
including local nongovernmental organizations and
local communities.® affected by Bank-financed
projects involving natural habitats, and to involve
such people in planning, designing. implementing,
monitoring, and evaluating such projects.
Involvement may include identifying appropriate
conservation measures, managing protected areas
and other natural habitats, and monitoring and
evaluating specific projects. The Bank encourages
governments to provide such people with
appropriate information and incentives to protect
natural habitats.

5.  See OD 4.0l1. Environmental Assessment, 10 be reissued as OP/BP 4.01.
6.  See OD 4.20, Indigenous Peoples, when local communities include indigenous peoples.

These polictes were prepared for use by World Bank staff and are not necessarily a complete treatment of the subject. Additional copies are
available to Bank siaff in the Insntutional Information Services Center (Room E 3200), and 1o the public through rhe Public Information Center
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Definitions
1. The following definitions apply in OP, BP, as protected areas (e.g.. reserves that
and GP 4.04: meet the criteria of the World Conser-
vation Union [[UCN] classifications®),
(@) Natural habitats' are land and water areas areas initially recognized as protected
where (i) the ecosystems’ biological com- by traditional local communities (e.g.,
munities are formed largely by native sacred groves), and sites that maintain
plant and animal species, and (ii) human conditions vital for the viability of
activity has not essentially modified the these protected areas (as determined
area’s primary ecological functions. by the environmental assessment

process®); or
All natural habitats have important
biological, social, economic, and existence

value. Important natural habitats may (11) sites identified on supplementary lists
occur in tropical humid, dry, and cloud ' prepared by the Bank or an autho-
forests; temperate and boreal forests; ritative source determined by the
mediterranean-type shrublands; natural Regional Environment Division. Such
arid and semi-arid lands; mangrove sites may include areas recognized by
swamps, coastal marshes, and other traditional local communities (e.g.,
wetlands; estuaries; seagrass beds; coral sacred groves); areas with known high
reefs; freshwater lakes and rivers; alpine suitability for biodiversity conser-
and subalpine environments, including vation; and sites that are critical for
herbfields, grasslands, and paramos; and rare, vulnerable, migratory, or endan-
tropical and temperate grasslands. gered species.® Listings are based on
systematic evaluations of such factors

(b) Critical natural habitats are as species richness; the degree of
endemism, rarity, and vuinerability of

(i) existing protected areas and areas componentspecies; representativeness;
officially proposed by governments and integrity of ecosystem processes.

1. It should be noted that much biodiversity is contamned outside natural habitats and is therefore not the subject of this policy
(for example as part of agnicultural landscapes). This issue will be dealt with in the Nawra! Habuais and Ecosystem
Management Handbook (forthcoming).

2. As ndicated in Guidelines for Protected Area Management Categories (Gland, Switzerland, and Cambridge. UK: [UCN,
1994), and the United Nanons List of National Parks and Protected Areas (Gland, Switzerland, and Cambridge, UK- TUCN,
1994), or by a similar list acceptable to the Bank, published by another competent organization. TUCN categories are as
follows- I—Strict Nature Reserve/Wilderness Area: protected area managed for science or wilderness protection;
II—National Park: protected area managed mainly for ecosystem protection and recreation; [II—Natural Monument
protected area managed mainly for conservation of specific natural features; IV—Habitat/Species Management Area
protected area managed mainly for conservation through management intervention; V—Protected Landscape/Seascape.
protected area managed mamly for landscape/seascape conservation and recreation; and VI-—Managed Resource Protected
Area: protected area managed mainly for the sustainable use of natural ecosystems.

3. See OP/BP 4.01. Environmental Assessment (forthcoming).

4. Rare, vulnerable, and endangered as defined in the I[UCN Red List of Threatened Animais or identified by Regional
Environmental Dwisions on the basis of national and regional studies.

These policies were prepared for use by World Bank staff and are not necessarily a complete treatment of the subject. Addiional copies are
available to Bank staff in the Institutional Services Center (Room E 3200), and to the public through the Public Informaton Center
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(c) Significant conversion is the elimination or

severe diminution of the integrity of a
critical or other natural habitat caused by
a major, long-term change in land or
water use. Significant conversion may
include, for example, land clearing;
replacement of natural vegetation (e.g., by
crops or tree plantations); permanent
flooding (e.g., by a reservoir); drainage,
dredging, filling, or channelization of
wetlands; or surface mining. In both
terrestrial and aquatic ecosystems, conver-
sion of natural habitats can occur as the
result of severe pollution. Conversion can
result directly from the action of a project
or through an indirect mechanism (e.g.,
through induced settlement along a road).

(d) Degradation is modification of a critical

or other natural habitat that substantially
reduces the habitat’s ability to maintain
viable populations of its native species.

(e) Appropriate conservation and mitigation

measures remove or reduce adverse
impacts on natural habitats or their func-
tions, keeping such impacts within socially
defined limits of acceptable environmental
change. Specific measures depend on the
ecological characteristics of the given site.
They may include full site protection
through project redesign; strategic habitat
retention;  restricted conversion  0r
modification; reintroduction of species;
mitigation measures to minimize the
ecological damage; postdevelopment
restoration ‘works; restoration of degraded
habitats; and establishment and
maintenance of an ecologically similar
protected area of suitable size and
contiguity. Such measures should always
include provision for monitoring and
evaluation to provide feedback on
conservation outcomes and to provide
guidance for developing or refining
appropriate corrective actions.

These policies were prepared for use by World Bank siaff and are not necessarily a complete treatment of the subject. Additional copies are
available 10 Bank staff in the Institutional Services Center (Room E 3200), and to the public through the Public Information Center.
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Natural Habitats

Project Processing
Project Preparation

1.  Early in the preparation of a project proposed
for Bank' financing, the project task manager
(TM) consults with the Regional Environmental
Division (RED) and, as necessary, with the
Environment Department (ENV) and the Legal
Department (LEG) to identify natural habitat
issues likely to arise in the project.

2. If, as part of the environmental assessment
process, environmental screening indicates the
potential for significant conversion or degradation
of critical or other natural habitats, the project is
classified as Category A,; projects otherwise
involving natural habitats are classified as Cate-
gory A or B, depending on the degree of their
ecological impacts.?

3. Exceptions pursuant to OP 4.04, para. §, are

made only after consultation with the RED, ENV,
and LEG and approval by the Regional vice
president.

4. Natural habitat components of a project are
linked as appropriate to the schedule of implemen-
tation for the project. The costs of conservation
of any compensatory natural habitats are included
in the project’s financing. Mechanisms to ensure
adequate recurrent cost financing are incorporated
into project design.

balh L B e

Note: OP, BP, and GP 4.04 are a conversion of OPN 11.02, Wildlands, to the OP/BP/GP format.

Documentation

5. The TM identifies any natural habitat issues
(including any significant conversion or degrada-
tion that would take place under the project, as
well as any exceptions proposed under OP 4.04,
para. 5) in the initial Project Information Docu-
ment (PID) and in the early versions 'of the Envi-
ronmental Data Sheet.’> Updated PIDs reflect
changes in the natural habitat issues. The Staff
Appraisal Report and the Memorandum and
Recommendation of the President indicate the
types and estimated areas (in hectares) of affected
natural habitats; the significance of the potential
impacts; the project’s consistency with national
and regional land use and environmental planning
initiatives, conservation strategies, and legislation;
the mitigation measures planned; and any
exceptions proposed under OP 4.04, para. 5.

6. The Implementation Completion Report®
assesses the extent to which the project
achieved its environmental objectives, including
natural habitat conservation.

Regional and Sectoral EA Reports

7. Bank staff identify relevant natural habitat
issues for regional and sectoral environmental
assessment (EA) reports. Such reports indicate
the present location of natural habitats in the
region or sector involved, analyze the ecological

“Bank” includes IBRD and IDA; and “loans” includes credits, grants, and guarantees.
See OD 4.01, Environmental Assessment, to be reissued as OP/BP 4.01.

See OD 4.01, Environmental Assessment, to be reissued as OP/BP 4.01.

See OP/BP/GP 13.55, Implementation Completion Reporting.

Please discard

OPN 11.02. These statements apply to all projects for which a Project Information Document is first approved by
the country department director on or after October 15, 1995. Questions should be addressed to the Director,

Environment Department.

These procedures were prepared for use by Worid Bank staff and are not necessarily a complete ireatment of the subject. Additional copies are
available in the Instuutional Information Services Center (Room E 3200), and 1o the public through the Public Information Center.
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functions and relative importance of such natural
habitats, and describe the associated management
issues. These analyses are used in subsequent
project-specific environmental screening and other
EA work.

Role of Bank Staff

8. REDs coordinate the preparation and use of
any supplementary critical natural habitat lists and

assist with project preparation (including EA) and
supervision when requested. ENV guides TMs,
country departments, and REDs in implementing
OP 4.04 by disseminating best practices and
providing training, reviews, advice, and opera-
tional support (including supervision).

These procedures were prepared for use by Worid Bank staff and are not necessarily a complete treatment of the subject. Additonal copies are

available in the I

! Information Services Center (Room E 3200), and to the public through the Public Information Center.
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Natural Habitats

1. For a country to achieve sustainable devel-
opment, environmental protection must constitute
an integral part of the development process.
Environmental protection requires that all govern-
ments apply, according to their capacities, a
precautionary approach. In particular, where
there are threats of serious or irreversible damage,
the lack of full scientific certainty should not be
used as a reason for postponing cost-effective
measures to prevent environmental degradation.

2. The conversion of natural habitats to more
intensive land and water uses may meet important
development objectives. At the same time, natural
habitats maintained in their natural state often
contribute significantly to sustainable economic
development, particularly in the longer term.
Conversion is rapidly decreasing the extent of
natural habitats in many of the Bank’s member
countries. The Bank therefore pursues a judicious
approach to conserving the world’s important
remaining natural habitats and developing some
natural habitats to more intensive, shorter-term
human uses.

3. There is no one strategy that ensures natural
habitat conservation. Rather there is a continuum
of measures that may be applied according to the
economic, cultural, and biological values of a
particular area. Where sites are identified as of
greatest importance—for example, critical natural
habitats—well-managed protected areas may be the

most practical way to conserve biological diversity
and the ecological processes that define and
maintain it.'

4. Nonetheless, many natural habitats, including
those that are determined to be critical natural
habitats, can never be fully protected in strictly
protected areas (e.g., the highest level World
Conservation Union [IUCN] category). This is
particularly true of wetlands and marine areas. At
best, such protected areas can contain only a
representative sample.  Therefore, to ensure
conservation over the longer term, natural habitats
must also be protected in settled landscapes.
Because land uses meeting other objectives place
competing demands on natural habitats, Bank-
supported development projects must include
measures to minimize deleterious effects on
natural habitats while maximizing important
benefits to people. This goal requires sound
planning and capability to manage within the
carrying capacities of the affected natural
habitats.?

Justification

5. Natural habitats have environmental,
scientific, social, economic, and cultural® value
wherever they occur. They may perform one or
more functions: for example, conserving bio-
diversity and providing environmental services or
products.

1. It should be noted, however, that there is also a range of management regimes for protected areas. For example, the World
Conservation Union (IUCN) has set out six categories of “protected area,” which encompass a range of human intervention

(see OP 4.04, Annex A, footnote 2).

2. Much of the methodology and means for managing natural resources will be described in the forthcoming Natural Habitats

and Ecosystem Management Handbook.

3.  Another aspect—habitats’ role in the life of indigenous peoples—is treated in OD 4.20, Indigenous Peoples.

Note: OP, BP, and GP 4.04 are a conversion of OPN 11.02, Wildlands, to the OP/BP/GP format. Please discard
OPN 11.02. These statements apply to all projects for which a Project Information Document is first approved by
the country department director on or after October 15, 1995. Questions should be addressed to the Director,

Environment Department.

Tlus stazement was prepared for the guidance of World Bank staff. It is not necessarily a complete treatment of the subjects covered. Additional
copies of this document are available on a self-serve basis in the Institunional Information Services Center (IISC), E 3200.
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Biological Diversity

6. Many organisms face extinction because their
natural habitats are rapidly disappearing. Appro-
priate natural habitat management can help arrest
the rate of extinction, protect reservoir popula-
tions, and help replenish surrounding degraded or
abandoned areas. In addition to the scientific,
aesthetic, and ethical reasons to avoid the extinc-
tion of species, conserving biological diversity is
crucial to development. Species that are now
underused, undervalued, or even undiscovered
may have major economic benefits and, therefore,
may present valuable development opportunities.

Environmental Services and Products

7. Many natural habitats provide important
environmental services such as improving water
availability for irrigated agriculture, industry, or
human consumption; reducing sedimentation of
reservoirs, harbors, and irrigation works; mini-
mizing floods, landslides, coastal erosion, and
droughts; improving water quality; filtering excess
nutrients; and providing essential natural habitat
for economically important aquatic species.
Although such environmental services are impor-
tant to humans and thus economically valuable,
they are often undervalued and overlooked.
Maintaining such environmental services is almost
always much less expensive than replacing them
with remedial measures after natural habitat
conversion.  Natural habitats’ environmental
services should be systematically evaluated; to the
extent feasible, any economic value of such
services should be quantified as part of the cost-
benefit analysis of projects.

8. Natural habitats can also provide important
environmental products, including fish and other
wildlife, wild foods, forest products, or grazing lands.

Legal Status of Natural Habitats

9. The legal framework and terminology for
natural habitats, or subunits of natural habitats,
may vary by country, depending on local practice,
traditional usage, and other factors. National

legislation in most countries includes some defini-
tions for protected natural habitats—for example,
national parks, reserves, or other protected areas.
Some areas may be protected for the environmental
services associated with the provision of water or
energy—for example, water sources or critical
watersheds. Some natural habitats may contain
important cultural or archaeological sites with a
special legal or customary status (e.g., sacred groves).

10. Common designations for protected areas are
indicated in several documents: the Convention
Concerning the Protection of the World Cultural
and Natural Heritage (Paris, 1972); the Conven-
tion for the Protection of Wetlands of International
Importance Especially as Waterfowl Habitats
(Ramsar, 1971); the UNESCO Biosphere Pro-
gram; and the Regional Seas Programs. The
Convention on Biological Diversity (June 1992)
also recognizes the importance of sites designated
as biodiversity sites and undertakes to provide
international support for such sites. Numerous
regional and bilateral conventions (e.g., the
Western Hemisphere Treaty, the African Conven-
tion on the Conservation of Nature and Natural
Resources, and the ASEAN Agreement on Nature
and Natural Resources) also may provide mecha-
nisms for recognizing the international or regional
importance of national sites.

11. A detailed listing of protected areas according
to a common classification can be found in the
1993 United Nations List of National Parks and
Protected Areas (Gland, Switzerland, and
Cambridge, UK: IUCN, 1994). Modifications to
the I[UCN categories are detailed in Guidelines for
Protected Area Management Categories (Gland,
Switzerland, and Cambridge, UK: IUCN, 1994).
These modifications illustrate the trend toward
managing protected areas mainly for the sustain-
able use of natural ecosystems (Category VI).

The Bank’s Involvement
Existing Record

12. The Bank has financed many projects with sig-
nificant natural habitat management components.

This statement was prepared for the guidance of World Bank staff. It is not necessarily a complete treatment of the subjects covered. Additional
copies of this document are available on a self-serve basis in the Institutional Informanion Services Center (IISC), E 3200.
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Most such components have involved establishing
or strengthening protected areas (including
national parks, nature reserves, and wildlife
sanctuaries), or managing natural resources
(including forest reserves that are managed
primarily for their watershed or biological values,
rather than for wood harvest). Other natural
habitat components of Bank-financed projects have
involved management of wildlife and human
use—for example, antipoaching measures, man-
agement of water flows from reservoirs, mainten-
ance of wildlife habitat, and relocation of certain
species. At times, the location or design of
projects has been changed to avoid modification of
natural habitats.

Lessons Learned

13. “On the Ground” Management. If man-
agement is to be effective, natural habitat manage-
ment objectives have to be translated into specific
measures and activities such as staffing and train-
ing, boundary demarcation, provision of necessary
infrastructure and equipment, development of a
scientifically sound management plan, and estab-
lishment of a policy environment that supports the
natural habitat conservation objectives and recog-
nizes the rights and roles of local communities in
resource management. In addition, funds for
implementing these measures and building public
support have to be budgeted and sustained.

14. Appropriate Design. The multiple objectives
of natural habitat management are best achieved
through measures that are carefully designed early
in the project cycle. For example, a natural
habitat cannot conserve biological diversity,
evolutionary processes, and environmental serv-
ices if it is too small. Besides size, the specific
location, shape, and connection to other habitat
blocks can be important factors in determining the
viability of a particular natural habitat. For each
natural habitat, appropriate design features are
best determined by conservation specialists work-
ing in multidisciplinary teams in close cooperation
with people and local nongovernmental organiza-
tions (NGOs) affected by the Bank-financed proj-
ect involving natural habitats. Such a team might

include, for example, an ecologist, a conservation
biologist, a protected area planner, a rural socio-
logist, an anthropologist, a lawyer, and a resource
economist.

15. Within forestry and agricultural projects there
are many ways to minimize natural habitat loss,
maximize opportunities for wildlife, and
rehabilitate natural habitats.  Such measures
should be incorporated early in the project cycle.

16. Adequate Financing and  Government
Commitment.  Like any project component,
successful protection of natural habitats depends
on adequate financing, including recurrent cost
financing. By helping to identify counterpart
financing, or by providing the financing itself, the
Bank can help ensure the availability of the sums
necessary to establish and initially maintain natural
habitats. To foster government commitment,
Bank staff should establish a dialogue with the
government about the importance of conservation,
the benefits of the protected area (watershed
protection, tourism, etc.), and the need to include
people and local NGOs affected by a Bank-
financed project involving natural habitats in plan-
ning, designing, and implementing both the
project and natural conservation systems. The
dialogue should include discussions about practical
mechanisms to identify, establish, and manage
protected areas in partnership with local communi-
ties. The dialogue should also emphasize that
other complementary and parallel activities con-
tribute to the protection of natural habitats and
success of protected areas, for example, (a) devel-
opment investments in the vicinity of the protected
area that provide an alternative to further
encroachment by villagers or farmers and their
livestock; (b) development of innovative legal and
regulatory frameworks that promote community-
based conservation of natural resources,
(c) coherent national and sectoral planning and
policies that promote natural habitat conservation;
(d) integration of development activities within a
regional focus that recognizes protected-area
management as a legitimate and important
resource use and one of the various development
to take place; and (e) improved management of

Tius starement was prepared for the guidance of World Bank staff. It is not necessarily a complete treatment of the subjects covered. Additional
copies of this document are available on a self-serve basis in the Institutional Information Services Center (IISC), E 3200.
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productive areas, such as forests and pastures, not
only for their commodity outputs but also for the
maintenance of biodiversity.

Assessing Borrower Commitment and
Implementation Capability

17. In deciding whether to support a project with
potential adverse impacts on natural habitats, the
Bank takes into account the borrower’s com-
mitment to natural habitat conservation in the
context of sustainable development. This commit-
ment is reflected in such measures as

(a) adopting and implementing policies and
establishing an appropriate legal and
institutional framework to ensure the
conservation and sustainable use of
existing natural habitats;

(b) adopting a comprehensive and envi-
ronmentally sound natural habitat
conservation plan® that (i) contains a
clear definition of critical areas;
(ii) establishes protected areas and
sustainable and conservation-oriented
management regimes for all natural
resources to maintain biodiversity and
environmental services; and (iii) sets out
the roles and rights of the government,
the private sector, and local people
(especially indigenous people);

(c) undertaking environmental assessment
and designing environmental mitigation
measures for any projects involving
conversion of natural habitats;

(d) developing and strengthening the
institutional capacity to implement and
enforce the above commitments; and

(e) monitoring conservation outcomes and
taking corrective actions as necessary to
meet conservation goals.

18. In assessing the borrower’s ability to imple-
ment appropriate conservation measures, the Bank
considers such factors as institutional capacity (in
areas such as monitoring, enforcement, and
research) to implement site-specific measures;
adequate controls over adjacent areas that may
otherwise generate activities in conflict with the
protection of natural habitat; and public support.
Projects may include such capacity-building
components as strengthening responsible institu-
tions; developing policy and regulations; provid-
ing training and public education; undertaking
research; and modifying land use in adjacent areas
to ensure that these uses are compatible with those
of the project site.

Projects Involving Natural Habitat Issues

19. The following types of projects often involve
natural habitat issues:

(a) agriculture, fisheries, and livestock
projects involving land clearing, wetland
elimination,® natural habitat inundation
for irrigation storage reservoirs, large-
scale water diversion, watershed
protection for irrigation, and displace-
ment of wildlife by fences or domestic
livestock;

(b) forestry projects that meet the conditions
for Bank involvement defined in
OP 4.36, Forestry, but nevertheless may
involve clear-felling or other forms of
intensive forest harvesting or conversion
of natural habitats (e.g., natural grass-
lands) to establish pianted forests;

4.  Various documents can be used to meet this requirement (e.g., a Biodiversity Action Plan prepared under the Convention

on Biological Diversity [UNEP, 1992]).

5. Wetlands—ponds, marshes, swamps, flood plain forests, estuaries, and mangroves—can be eliminated inadvertently
(through water diversions upstream) or deliberately (through drainage, diking, or filling).

Tlus statement was prepared for the guidance of World Bank staff. It is not necessarily a complete treatment of the subjects covered. Additional
copies of this document are available on a self-serve basis in the Institutional Information Services Center (IISC), E 3200.
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transportation projects involving con-
struction of highways, rural roads,
railways, airports, or canals that pene-
trate natural habitats and open them to
colonization and immigration; channel-
ization of rivers for fluvial navigation;
and dredging and filling of coastal
wetlands for ports projects;

power projects that (i) involve hydro-
electric development that inundates
natural habitats, alterations in rivers be-
cause of dams or water diversions,
watershed protection for enhanced power
output, and construction of power trans-
mission corridors through undisturbed
natural habitat areas; or (ii) depend on

(e)
®

®

fossil fuels from which airborne pollution
(including acid rain) can destroy forests;

industry projects;

tourism projects that involve significant
infrastructure development, particularly
in coastal natural habitats (e.g., lagoon
areas important for coral reefs and sea
grass beds, and sandy beaches important
for turtle nesting sites), or more intens-
ive use of natural habitats than can be
sustained; and

urban development (e.g., drainage of
wetlands with impacts on coastal
habitats).

This statement was prepared for the guidance of World Bank staff. It is not necessarily a complete treatment of the subjects covered. Additional
copies of this document are available on a self-serve basis in the Institutional Information Services Center (IISC), E 3200.
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Water Resources Management

1. Bank' involvement in water resources man-
agement emtails support for providing potable
water, sanitation facilities, flood control, and water
for productive activities in a manner that is eco-
nomically viable, environmentally sustainable, and
socially equitable.

2. The Bank assists borrowers in the following
priority areas:

(a) Developing a comprehensive framework
for designing water resource investments,
policies, and instiations. Within this
framework, when the borrower develops
and allocates water resources, it considers
cross-sectoral impacts in a regional setting
(e.g., a river basin).

(b) Adopting pricing and incentive policies
that achieve cost recovery, water conser-
vation, and better allocation of water
resources.

(c) Decentralizing water service delivery,
involving users in planning and managing
water projects, and encouraging stake-
holders to contribute to policy formula-
tion. The Bank recognizes that a variety
of organizations—private firms, financially
autonomous entities, and community orga-
nizations—may contribute to decentralizing
water delivery functions. Thus it supports
projects that introduce different forms of
decentralized management, focusing on the
division of responsibilities among the
public and private entities involved.

1. “Bank” includes IDA, and “loans”™ includes credits.

(d) Restoring and preserving aquatic eco-
systems and guarding against overexploita-
tion of groundwater resources, giving
priority to the provision of adequate water
and sanitation services for the poor.

(¢) Avoiding the wateriogging and salinity
problems associated with irrigation invest-
ments by (i) monitoring water tables and
implementing drainage networks where
necessary, and (ii) adopting best manage-
ment practices to control water pollution.

(f) Establishing strong legal and regulatory
frameworks to ensure that social concerns
are met, environmental resources are pro-
tected, and monopoly pricing is prevented.
The Bank requires legislation or other
appropriate arrangements to establish
effective coordination and allocation pro-
cedures for interstate water resources.

These issues are discussed in the project documents.

3. Individual water lending operations are explic-
itly linked to the country’s priorities for reform and
investment and to the Bank's program of support.

4. If inadequate progress by borrowers in these
priority areas leads to serious resource misuse and
hampers the viability of water-related investments,
Bank lending is limited to operations that provide
potable water for poor households or conserve
water and protect its quality without additionally
drawing on a country’s water resources.

Note: This document is based on Water Resources Management: A World Bank Policy Paper (Washington, D.C.: World
Bank, 1993). It complements OD 4.01, Environmental Assessment; OD 4.02, Environmental Action Plans; OD 4.20,
Indigenous Peoples; OD 4.30, Involuntary Resettiement; OD 7.50, Projects on International Waterways, and OD 14.70,
Involving Nongovernmental Organizations in Bank-Supported Activities. It also draws on OMS 2.22, Financial
Performance Covenants for Revenue-Earning Entities, and OMS 3.72, Energy, Water Supply and Sanitation and
Telecommunications. Questions should be addressed to the Director, Agriculture and Natural Resources.

These policies were prepared for the guidance of World Bank staff. They are not necessanly a complete trearment of the subjects covered.
Addunonal copies of this documens are avaoilable on a seif-serve basts in the Insnwutional Informanon Services Censer (IISC), in E 3200.
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Pest Management

1. In assisting borrowers to manage pests that
affect either agriculture or public health. the Bank'
supports a strategy that promotes the use of bio-
logical or environmental control methods. In
Bank-financed projects, pest management is car-
ried out by the borrower in the context of the
project’s environmental assessment.’

2. In appraising a project that will involve
pest management. the Bank assesses the capacity
of the country’s regulatory framework and institu-
tions to promote and support safe, effective, and
environmentally sound pest management. As nec-
essary, the Bank and the borrower incorporate in
the project components to strengthen such
capacity .

Agricultural Pest Management®

3. The Bank uses various means to assess pest
management in the country and support integrated
pest management (IPM)* and safe agricultural
pesticide use: economic and sector work, sectoral
or project-specific environmental assessments,
participatory [PM assessments, and adjustment or

i “Bank " includes IDA. and “loans™ includes credits.

investment projects and components aimed specifi-
cally at supporting the adoption and use of IPM.

4 In Bank-financed agriculture operations,
pest populations are normally controlled through
[PM approaches, such as biological control, cul-
tural practices, and the development and use of
crop varieties that are resistant or tolerant to the
pest. The Bank may finance the purchase of pest-
icides when their use is justified under an IPM
approach.

Pest Management in Public Health

5. In Bank-financed public health projects, the
Bank supports controlling pests primarily through
environmental methods. Where environmental methods
alone are not effective. the Bank may finance the
use of pesticides for control of disease vectors.

Criteria for Pesticide Selection and Use
6. The procurement of any pesticide in a Bank-

financed project is contingent on an assessment of
the nature and degree of associated risks, taking

2. See OP/BP 4.01. Environmental Assessment (forthcoming). The screening process takes account of the fact that several
well-estabhished pesucides have already been subjected to environmental impact analysis and are considered
environmentally safe. When a project involves the use of such pesucides, additional environmental impact analysis or

mitigation measures may not be necessary.

W

OP 4.09 applies to all Bank lending in the agriculture sector, whether or not the loan finances pesticides. Even if Bank

lending for pesticides 1s not mnvolved. an agriculiural development project may lead to substantially increased pesticide

use and subsequent environmental problems.

4. IPM 1efers to a mix of pest control practices that seeks to avoud the excessive use of chemicals. It involves
(a) managing pests (keeping them below economically damaging levels) rather than seeking to eradicate them;
(b) relying, 1o the extent possible. on nonchemical measures to keep pest populations low: and (¢} selecung and applying
pesticides. when they have to be used, in a way that minimizes adverse effects on beneficial organisms. humans. and

the environment.

Note: OP 4.09 replaces OD 4.03, Agricultural Pest Management, and OPN 11.01(b), Guidelines for the Use, Selection, and

Specification of Pesticides in Public Health Programs.

Guidance for implementing this policy is in the

Environmental Assessment Sourcebook (World Bank: Washington. D.C., 1991). Questions regarding agricultural
pest management may be addressed to the Director, Agriculture and Natural Resources Department. Questions
regarding pesticide use in public health projects may be directed to the Director, Human Development

Department.

These policies were prepared for use by World Bank staff and are not necessarily a complete treatment of the subject. Addinonal copies are
available 1o Bank staff wn the Institutional Information Services Center (Room E 3200), and to the public through the Public Information Center
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into account the proposed use and the intended
users.” With respect 1o the classification of
pesticides and their specific formulations, the
Bank refers to the World Health Organization’s
Recommended Classification of Pesticides by
Hazard and Guidelines ro Classification (Geneva:
WHO, 1994-95).* The following criteria apply to
the selection and use of pesticides in Bank-
financed projects:

(a) They must have negligible adverse
human health effects.

(b) They must be shown to be effective
against the target species.

(¢) They must have minimal effect on
nontarget species and the natural
environment. The methods, timing,
and frequency of pesticide applica-
tion are aimed to minimize damage
to natural enemies. Pesticides used

in public health programs must be
demonstrated to be safe for inhabitants
and domestic animals in the treated
areas, as well as for personnel
applying them.

(d) Their use must take into account the
need to prevent the development of
resistance in pests.

7 The Bank requires that any pesticides it
finances be manufactured, packaged, labeled,
handled, stored, disposed of, and applied
according to standards acceptable to the Bank.’
The Bank does not finance formulated products
that fall in WHO classes 1A and IB, or formula-
tions of products in Class II, if (i) the country
lacks restrictions on their distribution and use; or
(i1) they are likely to be used by, or be accessible
to, lay personnel, farmers, or others without train-
ing, equipment, and facilities to handle, apply,
and store these products properly.

5. This assessment s made m the context of the project’s environmental assessment and is recorded in the project
documents. The project documents also include (in the text or in an annex) a hist of pesticide products authorized for
procurement under the project, or an indication of when and how this list will be developed and agreed on. This
authorized list is included by reference in legal documents relating to the project. with provisions for adding or deleting

matenals.

6 Copies of the classification, which 1s updated annually, are available in the Sectoral Library A Standard Bidding
Document for Procurement of Pesticides is available from OPRPR.

7. The FAO's Guideltnes for Packaging and Storage of Pesticides (Rome. 1985). Guidelines on Good Labelling Practice

for Pesticides (Rome. 1985), and Guidelines for the Disposal of Waste Pesticide and Pesticide Containers on the Farm

(Rome. 1985) are used as minimum standards.

These polictes were prepared for use by World Bank staff and are not necessarily a complete treatment of the subject Addinional copies are
available to Bank staff in the Instututional Informanon Services Center (Room E 3200), and ro the public through the Public Informanon Center.
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Indigenous Peoples

Introduction

1. This directive describes Bank® palicies and
processing procedures for projects that affect
indigenous peoples. It sets out basic definitions,
policy objectives, gnidelines for the design and

2. The directive provides policy guidance ©
(a) ensare that indigenous people benefit from
development projectz, and (b) avoid or mitigar
poteatially adverse effects on indigenous peopie
is required where Bank investments affect indige-
nous peoples, tribes, ethnic minarities, or other
their capacity w assert their interests and rights in
land and other productive resources.

Definitions

3. T!zlr.rm'mdxmpeoples"mdxm
ethnic munorities,” “wibal groups,” and
°scheduled tribes” describe social groups with a

dominamt society that makes thern vuinershie ©
being disadvantaged in the development process.

For the purposes of this directive, "indigenous
peoples® is the term that will be used 1 refer o
these groups.

and relevam legislation, many of the Bank's
borrower coumtries include specific definitiomal
clauses and legal frameworks thar provide a
prelimimry basis  for idemtifying  indige-
DS peoples.

1.  “Bank’ imciwdes DA, and “loass” mcinds credas.

S. Because of the varied and changing conmxis
in which indigenous peoples are found, no single
definition can capture their diversity. Indigenous
Ppeopic are commonly among the poorest segments
of a populstion. They engage in economic acyvi-
ties that range from shifting agriculture in or near
forests ©0 wage labor or even small-scale marker-
oriented activities. Indigenous peoples can be
mﬁedmmahrgeogtwalmsbyh
presence in varying degrees of the following
characteristics:

() a close amachment © ancestral wemi-
wries and © the matrral resources in
these areas;

(b) if-identification and identification by
others as members of a distinct culmral
group;

(¢©) an indigenous language, often different
from the natioml language:

(d) presence of customary social and palit-

(c) ynmxﬂy subsistence-oriented produc-
tion

Task mamagers (TMs) mmust exercise judgment in
applies and should make use of specialized anthro-
pological and sociological experts throughout the
project cyce.

Objective and Palicy

6. The Bank's broad objective towards indige-
nous people, as for all the people in its member

Thes durvemwe was prepared for e pudance of aall of e Werld Bant ond » ne iy & compi of the mubpecss i
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edge into project approaches, and appropriae
early use of experienced specialisss are core activ-
ities for any project that affees indigenous
peoples and their rights © mural and eco-
DOmIC resources.

9. Cases will occur, especially when dealing
with the most isolased groups, where adverse
mmpacs are umvoidable and adequas mingation
plans have pot been developed In such
suations, the Bank will not appraise projects
until sitable plazs are developed by the bocrower

processes, and appropriae measures should be
taken under enviroaments! mitigation sctions (see
OD 401, Environmeoual Agessmas, ©
be izxned).

llCanryEmmcmdSemet

developmen policy frameworks and mstimsions
for indigenous peoples ofien need © be srength-
ened in order © creaw 3 swonger basis for
designing and processing projecss with compo-

12. Tedmical Assiztance. Technical assistanee 0
develop the borrower's abilities © address issues
on indigenous peoples can be provided by the
Bank. Technical assisance is pormally given
within the comext of project preparaton, but
wchnical assisance may also be Deeded ®
strengthen the relevant govermment insututions oc

2  Dupiacement of mdigesous peopis cas be parucelurty damaging. sad .ﬂldﬂ“&.ﬂlbmﬁ'& Ses OD 420,
Inxveisniary Reseionan, for sddonsl polcy guidaset oa resstiement isues isvolving indigesous pecpie_
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© support development initatives @ken by
indigenous peopic themselves.

13. Invesomerz Projecss. For an investment proj-
ect that affects indigenous peoples, the borrower
should prepare an indigenous peoples development
plan that is consisem with the Baok's policy.
Any project that affects indigenous peoples is
expected © include compopents or provisions that
incorporar such & plan.  When the bulk of the
the Bank's concerns would be addressed by the
project itself and the provisions of this OD would
thus apply © the project in its entirety.

Indigenous Peoples Development Plan’
p .

14. Prerequisites of a successful development
plan for indigenous peoples are as follows:

(b) Studies should make all efforss © anrici-
paie adverse rends likely © be induced
by the project and develop the means ©
avoid or mitigay barm *

(c) The instnnions responsible for govern-
ment imeraction with indigenous
peoples should passess the social,
wechnical, and legal skills needed for
carrying out the proposed development
should be kept simple. They should
oormally involve approprar existng

3.  Reposally specific sechmucel guidelinss for prupariag mdigean
svailabie from the Regional esvromnent drvamons (REDs).

@

©

€

®

exended  follow-up. Remoee
negiected areas where linle previous
experience is available often requure

v

mposcms, and casc sadaes of bast practiom. are

4.  For gudasce e mdigeacus peopies aad euvirommenal sssssscaan procadures, ss QD 4.01, Zxnrownsusl Accomew. snd
Chepaer 7 of World Bask, Exvresnswnl Assccansu Sowrcebook, Techamsl Paper No. 139 (Washagos, D.C.. 1991).
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Corgers

15. The development plan should be prepared in
tandemn with the preparation of the main invest-
ment. In many cases, proper prowection of the
righss of indigenous people will require the imple~
mentation of special project components that may
lic oumide the pomary project’s objectives.
These componeats can include activities related ©
linguigtic and cultural preservation, entitiement ©
muwral resources, and education. The project
componen: for indigenous peoples development
should inciude the following elements, as needed:

(a) Legal Framework. The plan should
conain an asseszmemt of (1) the legal
sans of the groups covered by this
OD, as reflected in the country’s coast-
uition, legislaton, and subsidiary legis-
lation (regulations, admimistrative
orders, e.); and (ii) the ability of such
Foups © obtain access © and effec-
tvely o the legal system © defend
be given © the rights of indigenous
peoples © wse and develop the lands
that they occupy, © be prowected against
illegal intruders, and © have access ©
manral resources (such as forests, wild-
life, and water) vial © their subsistence
and reproduction.

(b) Baseline Darz. Baseline dam should
inchude (i) accurae, up-wo~dae maps
and aerial photographs of the ares of
by indigenous peoples; (ii) analysis of
the social structure and income sourtes
of the population: (iii) ioventories of the
mhxmdxmpeqﬂzns
and wechmcal dam on their
systiems; and (iv) the relanonship of
indigenous peopies w0 other local and
mioomal groups. It is pardculardy

@

advice provided through te Regioml
eavirooment divisions (REDs) is often

S.  See also "Commumiy lavolvames aad the Role of Nongovernmesn! Organizacions in Eavircumenta! Assssnent® in World
Bask, Enwroensssl Sosrceboot, Techaial Paper No. 139 (Weshingtes, D.C., 1991).

Tt derocmwr was prepared for s gudance of sl of the Worid Bank and is nes nocamarily & compios Fommmy 0f the subpacss eovered.



Tie WORLD BANK OPERATIONAL MANUAL

Operational Directive

(e)

®

needed ©0 develop mechanisms appro-
peiate for the project area.

Technical Iderdification of Development
or Miigation Agivites. Technical
mkd:mldpomdﬁmm

research by qualifind professionals
mﬂen&m Deuiled

indigenous peoples are often weak
Assessing the wack record, capabilities,
and needs of those imstimtions is a
fundamental requirement Organiza-
toml issues that need 10 be addressed
twough Bank assismance are the
(1) availability of funds for invesmens
and field operadons; (i) adequacy of
experienced professioml saff;, (i) abil-
ity of indigenous peopics’ own organi-
zZations, local adminisration suthorities,
and Jocal NGOs w0 int=ract with special-
ized government institutions; (iv) ability
of the exeamting ageocy o mobilize
other agencies involved in the plan's
implementation; and (v) adequacy of
field presence.

Implemeruarion Schedule. Components
should include an implementanon sched-
ule with benchmarks by which progress

6.

Sec OD 10.70. Propecs Momuoring end Evelasnen.

®)

T direcarve was prepured for she geadence of nafl of the Warld Bank and & net

L 4

4
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involves the land rights of indigenous peoples, the
Bank shonld work with the barrower © clarify the
seps peeded for poming land wenore oo a regular
footing a3 exrly as possible, since land dispaes
frequently lead © delays in exeauting  measures

Dus divecavwe wan prepared for e gudance of well of the Warld Bank and is nac arily & compi.
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Manual Transmittal Memorandum

June 29, 1990

Operational Directive 430: Involuntary Resettlement

1. Please insert OD 430, Imwoluwnzary Resenlemens, in the pew Operational Manual The previous
guidclines were contained in OMS 2.3, Social Issues Associated with Involuricry Resettlement in Bank-
rwwmmom1mwumuwrwafmxammw-
Financed Projects. Both may now be discarded. More detailed information is in Jmolumary Resettlement
in Development Projecss, World Bank Technical Paper No, 80 (Washington, D.C: The World Baxk, 1938),

and in

Resettlement in Bank Assisied Projects, An Irroduction o Legal Issues (Washington,

D.C: The World Bank, 1988).

2. The directive broadens the treatment of resettiement jssues beyond bydropower and irrigation projects
to all types of investment operations. It emphasizes the need for .

(2)
®)

©
@)
(e

minimiring involuntary resettlement (para. 3(a));

providing peopie displaced by 8 project with the means to improve, or at least restore, their former
living standards, earning capacity, and production Jevels (para. 3(b));

involving both ressttiers gnd hosts in rescttlement activities (paras. 3(c)-(6) and 7-10);
a time-bound resettiement plan (paras. 45 gnd 30); and

valuation and compensation principles for land and other assets afiected by the project (para. 14-
16).

3. Questions on this directive should be referred to the Rural Sociology Adviser, Agriculture and Rural
Development Department.

4. Additional copies are available o a sclf-serve basis in H 4234,

Anachment

This directive waz prepevad for the puidamce of sff of the Warld Bank end is not necesmsarily 8 comples st of the subjecss covered.
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This direcane was preparad for she uidance of s3ff of the World Benk and is not mecexsarily 8 complae sessnant 0f the aubjects coverad.
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Involuntary Resettlement

Totrodaction by a project receives bensfits from it. Tovohuntary

suthority, and the poteatial for mutaal help are
diminished. Involontary resettiement may cause
severe Jong-ternm hardship, impoverishment, and
environments! damage unless appropriste meas-
ures are carcfally planned and carried out’

Policy Objectives

3. The objective of the Bank's resctticment
policyis to easure that the population displaced

“Rank” fpcindes IDA, and “losns” inclodes credin.

pu PP

Baxnk, 1968).
OD 400, Annex A, Envirorwmacic] Assesonens,

(@
e

resettiement is an integral part of project design

(b) Where displscement is onavoidable, re-

(9 Community participation in planaing
implementing

Sec also Soohsusy Resmionet s Developsment Projecss, Wodd Bazk Techmical Peper No. 80 (Waskingtoo, D.C: The Word

pera IR
mmmmmm«mumm () pow wwms o pors, (€) housing snd wrben
ftrasmocrre, (4) mines, (¢) large fadueial plens, (1) raiways or highway, () irvigaticm
Refogoes from axtaral disseess, wez, or civil suiic e Ao

exnals, and (b) nationa! pexks or
yecttien, buxt they s2e not discomed
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(d) Resettlers should be integrated socially

Host campmunities yecciving rescttien.
See OMS 234, Nibal Peopile

pop

o be baned are the same as for Mrger groupe.

Plan Corntent

5. The content and level of detail of re-
scttlement plans, which will vary with cireom-
stances, especially the magnitude of resettle-
ment, should normally include a statement of
objectives and policies, an executive summary,

(s) ompanizztional responsibilities (para. 6);

() community participation and integra-
tian with host popalations (peras. 7-10);

(¢) socicecnnomic survey (pana. 11);
(d) legal framework (para. 12);
(¢) ahemative sites and selection (para. 13);

() waluation of and compensation for lost
asses (paras. 14-16);

(g) iand tepure, scquisition, and transfer
(pana. 17);

(b) access o training, employment, and
cxedit (para. 18);

(@) shelter, infrastructure, and social serve
ices (para. 19);

() environmental protection and manags-
ment (para. 20}; and .

(k) implementation schedale, monitoring,
&nd evaluation (paras. 21-22).

Cost estimates ghould be prepared for these
activities, and they should be budgeted and
scheduled in coordination with the phyzical works
of the main investment project.

in Banl-Financed Projects, 1o bs reismed a5 OD 440, Tvibel Pecpie.
hwaum(gmmm)moummw
SIPpOt for moving, and a selocarion grant may be the anly sequircmeos. Howeves, the princinies on which campensazion i

for amets, Jogistical

Tiuiz divective was prepaved for the guidance of sff of the Warid Bank and is noe nocassarily 8 compins yasmant of the subjecss sovered,



Pomace eiqre g fo nenesas 3wdis » (ymars 1u 53 P Yl PEOM 28 fo [ fo sampwd wp 2of pamdsad com seanp oL

mmalmqqn@hpqmymﬂ&mmmmﬁmﬁnq-m

* StmGes g -y JTHEImasat Y 108 CORDIONE SXFO0D I0f SICDGIE AP O3 ISRNITE WORIAR § 7 8
TS O} IEfal THA DMK X O TRwEIcoriy o) qua polrp Loale o o8 yeadds ‘topemdod
poe vaosnd pecexinp oq Taeataq s ‘Yooxrad pexepy o1 sxreiad gonseaduny

oq =
3 (8 peasTas wesdds 1o aX0y 3R A

'Prhoo o aeeqy T TENTIes: peadt ot jO NonTITEKTY ;o sl oty of anry Jrax spory SAma 0 sendRq  TT
asdoy mawpt 05y QO 18 PIRINRE 99 3 TR pewne- gl f Lsdald D) jo neualueyy ‘CITT NJO %98 0T
TSy pesoddng-pery 1§ aowspedy

-zxfe 1exuomes woy Amuqescodsas jo mpmen
Lomn v saumbar owOmear ssong gL

s
sofoxd ap amsas pus Komuoo Twaased disg
(I8 ITSURSIANT IS o) ‘vaz Sooy o up vounsd
-0 DI IO} NIWID [ED0S ISNSq KISy
xinaxd qoq & Souzss uononpoxd pus ‘PN
‘zores ‘Tonenpe paaardot Smpuory FrRIon:
<9p 108 IseX 1% 10 ‘saqudmn pmogy seoromIz
~mOoO 1304 W SSOUIZS PUS STORQPUT)  NOY A
Jo 133 0 souades Fwsnoq puw sowUIs popaand
AR TRIMAT 2 X 10 D SOIDS ‘SISU0)
‘e ‘pusy UD poeyd AT IPUFIOP parEARM
sv dofaasp Arm momossr pus nvoy Zeaalaq
Saguoy pazspuat Andmasd oq progs wommsar
a3 popmaxd nosse @O O puIl Xy nvOq
@ Jup Jwsmded ATV -parusuoo pus pIauoyur
9q pmoys NummmAcd [0 PUE SSIITUDWUID
130 suonwmmdod soq wo wwdmn smsmomss
- JEB pUR STAPPE prmogs T KL °§

wusdueay
oons I A=sywnbope parssandar e womoa pus
‘SSSPUN] 9 ‘sonnoum Sums ‘sdoad snowsBpm
sw sdooxd sqezouma ns 1 amees o3 waad
2q SIU TORTSIS IR proRMESmNdun
pur Suraaed 1noginany ges mfmd oy mea8ad
IMIWIMIT 91 MOGE SUIOTOD TN FEXT
mammmmmmaq
sfumsom mymfar s pos ‘nuomsSoee paars
-CORMARSTY ‘SACA0PY  Tonedonred Arummze
AQUIA AUDSTI PUR JTEIHIE Jqeniea spmoad
T3150 TR0 SOON [$01 IV Tmoqs S¥] sousadxy
sagwesrandas pUR USpYI [FULOMT PUS [WULIoy
qfnanp 10 Apoanp tyw oq T sdas SsegL
SRS ITSTIARAL AqRdoe 10 QUMD
® Wog NOOP 41 AqE Iq ONE prmogs 4L
<175 poe soondo o3 inoqe oepd Jnswomosar
393 Jo sonwredaxd Surmp payESTO PR PITICFH
Ameogematsis 9q 03 PISU SISRIS pUR S30Q
PSESgE 543 “Yoeqpas) pus ‘wogedenied ‘wonRrd

[omsnssschoN Sppong VUYL O 98 6

-rodoos weIqo 01, paadxs oq a3 ST VTS
-at AreTanoant JO SIPt Y3 O3 DUNSHI [WRIUT
TN 53 30w 3@ o3 soud Surmnwd o sisoq pre
o= = &momp oommAloAny L 8

) *fuzadoxd o3 Jo Togeooras aq yEnarm
‘Sresesoon 7 (32 ‘axu sfvamfnd ‘sopdmm)
qixdond ' rumme 01 ssxow fmomas  puw
mdmdmﬂ;om:dmm
‘comraderp fomnpar ‘sdnoxd o opdosd Sumaom
4q pouOIpIm 9q UD IESWHRMMAT 4G pUD

" vondnmp oq3 puR poTTADW 3q T uwd 1ovm

thmmmm:o
‘poogroqysn ‘Armmmmes Funsreod ¥ jo wed
¢ awom o myaud odood poowpdsp mow o,

uonomdof ;sorr
yom wpndoy puo wnodonmy Lnariauo”)

sTTsmass Sunmrow pue Funuytroyd
- Fuwued @ (SOON) feonErnxdo Mimom
<araaofuon - fopoanr 103 odoos  pqeropmuoo
3q ew oxfe arX(Y, 378 pur vonwmmdod 107 o
oI THIINT JO VOO oY1 107 Fyqevodsar
3q . fowumm Ma pus ‘Penfow  womos
a3 opeads ‘omrade oy ImOOw T ‘vure
pus uogemdod om smonY 19 wogERNTIIDE
oao: 10 [suocdial af) O3 JUSTCHNMAT IMNUD
O3 8 ANTWINE IITICTY uy 1@ Jo
TESTIAAOATY S STRVESTS T S KD mofaxd

dupapmmpummm
nooford sgpods-100508 IR0 10 mpRnsEnm
Sunmoms sInnuo T peTsminany oq- progs
WSWHWIAT 307 JqITodsss sonwnmedin wqy
Szogmnsu Aqvodsal o3 03 poplacad sxunosar
senbops  pus .copwredand Summp padorusp
°q sam momnosa: Sufvusmr 107 YoM
~SwRy [PUonEAUEdID I IAMANoq X3 qa
nIar CSWErRssat Iy Agqunuodsar Wy 9

8Jo g3dg
o€ @O
0661 3unf

3ApDaII( [euoneIadp
TYONVIA] TYNOLLYIZI(Q) INYS QTCA, IKT,



PREnew SE0lgns 2g [0 swnasas neyhuss 9 (gmemosn 100 53 Pu g FrOM 2P jo [Jo jo souwppd 2g 2f pamdand sam apanp L

2o 1301 Aqwnsed Auo aaxq v sproqaenog 23
SPIOGIROY PRSP Jo Qs TSIl
lmmmimqm(:)m

-axdmoo pus uogvapea To suonwmSaz puUR Ny
mmammmww
‘topwdaxoo ays puw ‘vonensdar ‘opn  pumg
mmmmpm
| ¢ vonuane [roods fmied (v) iq pamn
<533 5 tonweadmen 300 JUswmowda: U
78 3pTIT 3q PROYS [IITE 130{ JO TORWN(BA, ‘L

1Ty 2077 20f wonrnaduo) puo fo uogoroA

TG ‘5pruo (p) pus omesa @ spp Sy
suen 103 susu=duyse wda ayva (3) SIpom

pus vonerdaxd & 107 safpng pus sqMsWn
dnm(q)mmmmm
-spz pusisea ‘tod geos romsion Fumood
I3 soomsitaoe [EMmPN puR  [FTonmpgsur
doraasp (%) 01 SPaST 2ACLI0G AT TENTIMIEAL

-198 @IS IO PO 190{ I O3 TURAmBD 1Y
18 pus] Supuond ‘sogranids powy
10} pury, SSHumous yuvg AL N3 PO A JO
29013 O3 TuSTRAmbS 19wsy 18 9q PO ssinuRAps

aaupnpoxd s sow

“aTE3Ta (W30 PUN ‘S50 IR

-oﬂmpuimmm(s)md
TOnS 107 NWRI-SWI [FALIOY A3 pus sy sqead
<d» o Suwpnpy ‘Sqeondds sampasaid aanwns
<farmps pus ey o (Q) Suamdisd jo Suron oq
pun Solopoom ToRen(eA X3 JO STIN W [Oq
‘T T PIRTDONE TOE jo amwe aq
‘Tmop 1BSUIS jo Jamod aqy o doos X (v)
Supnpu ‘pofenAd JESTOMISNAT X3 107 oA
<oy (vls) X[ JO VUIIT G FAUIISP O3 IPTX
3q preoys s oy und JESmomosar Qe
8 Wnop 03 PIPICT F JUSWIMIEAT T PIACATT
sury vy o jo fupumuopun ISP Y X

% gons) soonm
mmmm(a)maqm.
1T} SIS [PROT PUR AmSunsenwy amqud (p)
Sweve jo w0 puad 10 Mol Bweado ma
sdnaif goma &3 1S aq (3) Suadand gommos
WO PUB ‘S90IANSE TIWUCT PUR JOXOS [SUIIOH
way pumsp swmoow fompapm  ‘sonwmdod
PSS XTI JO WBQ UNCKS [[OF AP TO TOW

B SHASMO SAINESQ THNSS R O3 90

830 933wy
(1159 X4 (o]

aece st

3AMd3II(J [euonjeIadQ
TYONYI TYNOLLYEIL(O INVY CTECH IHT



THEE Worto Banx Ormzational MaNuar
Operational Directive

June 1990
OD 430

PageS5of 8

asiets but are po longer economically visble
should be entitied to fall resettlemenr: and
(d)devuoping'med:nm o preveat {liegal
encroachers and squatters, including an infinx of
nonresidents entering to take advantage of such
benefits, fram participating in the compensation
‘amangements, by an early reconting of the
mumbers and names of the affected populations
eatitied to compensation/rehabilitation.

15. Some types of loss, such as access to
(3) public services; (b) customers and suppliers;
and (c) fishing, grazing, or forest aress, cannot

1ary tezms. Artempts must therefore be made to
establith stxess to equivalent and cultumally
accepable resources and exming oppartunities.

16. Vuinerable groups mt particolar risk are
indigenous people, the landiess and semiland-
mmwmwwmm
though displaced, may not be protected through
mmwmm»

suaicges to protect the livelihood of these
people.

lmdfmr.daqu'.ﬁafagmdfmufa- .

17. Resertiement plans should review the main
hndwnmndmdzmhdndhgm-
moR  property and nontitie-based  usufruct
systems governed by locally recognized land
allocation mechanisms. The objective is to mweat
customary and formal tights as equally as pos-
u‘bbheviﬁngmpnnﬁmmbndm
dures. The plan should address the issues raised
by the different tenure systems found in a project
area, including (a) the compensation eligibility of
land-dependent populations; (b)the valustion
procedures applicabic

12. Haslth cxre sexvices,

and regularizing land tenure in the earfiest stages
of project development. Pianning should also
anticipate the approximate time peeded to ac-
quire and transfer land.

Acxcess to Training Employmert, and Credit

18. Nommally, general economic growth cannot
be relied wpon to protect the welfare of the
employment strategies are needed for nonagri-
cultural displaced peopie, or where the land that
can be made available is not sufficient to

locate in the ares, credit and extension for small
businesses or reservar sguaculture, amd pre-
ference in public sector employment should all be

Shelzer, infrastrucnure, and Social Services

19. To ensure the economic and social visbility
of the relocated commenities, adequate resources
should be allocsted to provide sheher, infra-
structure (e.g., water supply, feeder roads), sand
social services (eg. schools, bealth caxre
centens) 2 Site development, engmeenng, and
architectural designs should be prepared for
sheher, infrastructure, and social services. Since
community or self-built honses are often better
accepted and more tailored to the resettlers’
needs than contractor-built housing, provision of
2 building site with suitable infrastructure, model
“cansruction allowances” (for income foregone
while resettlers build their houses) i an option

ing far

commupitics should be offered.  Planning
shehter, infrastructure, and services should take
into account population growth,

for pregnant woenen, nfaat, and the eldedly, may be Smporant during snd sfter relocstion

1O provent increases it morbidity and martaliy due o malzutriion, the stres of being wprootsd, end the wenally iocressed

Tk of water-botne discases.

This direcaive was prepaved for the gridance of 5l of she World Renk and is not necamerily ¢ eompies: sreasweni of the subjacts covend.
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Starting esrly in the project cycle, the T™M with
the support of Bank operational, research, and
legal staff should assess govermment policies,
mmmmmw
covering resetticment.  In particolar, the TM
needs 1o ensure that jvoluntary sesettiement is
mdedu:mmmd.thuhwxndmhm
concerning displaced people provide compen

mnﬁwmnplmmbnmmm

sad review their suitbility. In the case of larpe-
mmmmwuw
EMWGWW

26. Bank financing of resettiement can be
provided as follows: (2) As a componeat of the
main investment project cansing displacement
and requiring resettlement. (b) If large enough,
a e tna-mdm; resettiement project with

appropriate Gross-conditionalities, processed and
implemented in paralie! with the jovestment
project that causes the The latter
approach may betier focus country and Bank
atnention on the effective resalution of resettle-
ment issues. (C) As a sector investment loap.1?
mmmmmuu

Processing end Docenanstion for Ixvesmens Londing,.

part of the Bank's onguing country and sector
dislogue with the government. These efforts
should be sppropriately reflected in economic
and sector work and in country stategy papess
and briefs.

Jor Daws and Resavoir

35, Sec QD Pobcy, Projecs.

I7. Sec QD LI, Bank Gosls end 2anenens, and QD $20, Secxor invcsmen: and Mainssaence Losns, both o be issoed., -
18 Sec

1

Sec OMS 215, Project Preperssion Faciliy, © be Teimoed 38 OD 800, Project Preparmsion Facilly end Specia! Project

" Preparasion Feciky.

Mis alivacsive ws prapeved for she guidance of suff of the World Bank and &s not necemarily a compisse wessnent of she aubjecss covend.
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Preparasion of beneficisties. At negotiations, the barrower
and the Bank should agree on the resettiement
29, During project preparation, the feasibility of pian. The resettiement plan and the borrower’s
resstticment must be establithed, s stategy obligation to caryy it out should be reflected in
agreed upon, the rescttiement plsn drafied, and the Jegal documents. Other necessary resettle-
budget estimates prepared? The full costs of mestaelated actions must be covenanted. The
reactticment should be identifind and inciuded in Suff Appraital Report and the Memorandom
the total cost of the main investment project, and Recommendation of the President should
yegardiess of financing souree.: The costs of ro- summarize the plan and stare that it meets Bank
seitiement should also be trested as & charge policy requirements.
agamst the economic benefits of the ipvestment
Project that canses the relocation. Any aet bene-
project” circumstances) should be added to the
benefit stresm of the main jnvestment. While the 31, Resettiement components should be
rescttiement component or fres-standing project supervised throughout implementation 2! Super
need not be ecanomically visbie on its own, #t viion that & sporadic or left uatl late in
shonld be the least«cost approach consistent with implementation invariably jeopardizes the success
the palicies lxid out above. of resettlement Bank supervision missions
. should be stsffed with the requisite social, eco-
of large-scale resctilement snd jn-depth Bask

30. Sobmission to the Bank of a time-bonnd reviews of midterm progress are highly desirable.
guﬁuﬂnvﬁmﬂg%uu These reviews should be plansed from the outset

EEEQE&&%&. be protrected and can often make it necessary 1o

to
quacy of sites and fanding for all resettiement evaluste rescttiement and jts impsct on the

20 E-E‘iligi'dqgl{s;li

Projecsx, Wankd Rank Techsical Paper No. 80, Amaex 1 (Washingwon, The Wanld Bank, 1985). P10 fooma cox: tabies
and guidelines for econcenic and financisl snalyxis are provided io Axnex2.

. Ses OD 1305, Projact Supervinion, perticulatly pars. 44-47. -
2. Sec the OPNSV memorsodum, Guidelings for Prepaning Projec Conpilaion Repares. June 7, 1969, and OMS 358, Gews!
iﬁf‘i. Projecs Compission Reports, which a1e 1 e combinad and amoed as 0D 33,55, Projecr Congpimion

This disuctive was prapevad for the guidaner of maff of the Warld BRank and is net necemarlly ¢ cowplon wesmas of the subjecss covend.
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Forestry

1. Bank' involvement in the forestry sector aims
to reduce deforestation, enhance the environmental
contribution of forested areas, promote affor-
estation, reduce poverty, and encourage economic
development. In pursuit of these objectives, the
Bank applies the following policies:

(a) The Bank does not finance commercial
logging operations or the purchase of
logging eqmpmunformmpnmry
tropical moist forest? In borrowing
countries where logging is being done in
such forests, the Bank secks the govern-
ment’s commitment to move toward sus-
tainable management of those forests, as
described in para. 1(d) below, and o
retain as much effective forest cover as
possible. Where the government has
made this commitment, the Bank may
ﬁnaneexmpmvements in the planning,
monitoting, and field control of foresry
operations t maximize the capability of
responsible agencies tv carry out the
sustainable management of the resource.

(®) The Bank uses a sectorwide approach to
forestry and consegvation work in order
to address policy and institutional issues
and to integrate forestry and forest
conservation projects with initiatives in
other sectors and with macroeconomic
objectives.

1.  “Bank” includes IDA, and “loans” inclades crediss.
2. Definitions ere given in Annex A.

() The Bank involves the private sector and

local people in forestry and conservation
management or in alternative income-
generating activities. The Bank requires
borrowers to identify and consult the
interest groups involved in a particular

forest area.

(@) The Bank's lending operations in the

forest sector are conditional on govern-
ment commitment to undertake sustiin-
able management and conmservation-
oriented forestry. Such a commitment
(which may be refiected in gpecific
condirionalities; see Good Practices 4.36
for examples) requires a client country to

() adopt policies and a legal and

institutional framework to

(2) ensure conservation and sus-

tainable management of existing

forests, and (b) promote active

participation of iocal people and the

private sector in the long-term sus-

tainable management of natural for-

ests (see paras. 19-20 of OD 4.0},
Environmenial Assessment);,

(i) adopt a comprehensive and envi-
roamentally sound forestry conser-

Note: This document is based oo The Forest Sector: A World Rank Pullcy Paper, 1/18/91, and slso complements the following
Rask guidelines: OD 4.01, Eavircamental Assessmens; OD 420, Indigencas Peoples; OD 430, Involuntary Resettiement;
sad OMS 1.36, Environments! Aspects of Bank Work. Stafl should also consult OD 14.70, Iavelving Nongovernments!
Organizations in Bank-Supported Activities; OPN 11.02, Wiidlands; and OPN 11.03, Management of Cultural Properry
& Benk-Financed Projects. Questions may be sddressed %0 the Director, Agriculture and Rural Developmest

Departmest,

Thexe policies were prepared for she guidance of World Bank mll. Thsy are nes necesmarily @ complese srossnont of the subjeess goveved.
Addisionsl eopies of this dosvaent v usilobis an & self-corve bauis in the lssinaiensl inferastion Servives Coner GI3C, n E 3200.
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vation and development plan that
clearly defines the roles and rights
of the government, the private sec-
tor, and local people (including
forest dwellers) (see OD 4.20,
Indigenous Peopies);

(iii) undertake social, economic, and
environmenta! assessments of forests
being considered fior commercial use;

(iv) set aside adequate compensatory
preservation forests to protect and
conserve biological diversity and
environmental services and
safeguard the interests of forest
dwellers, specifically their rights of
access 10 and use of designated
forest areas; and

(v) establish institational capacity to
implement and enforce these
commitments.

(e.g., farm and community forestry)
from all other forestry operations.
Projects in this limited group may be
appraised on the basis of their own
social, economic, and eavironmental
merits. However, they may be pursued
only where broad sectoral reforms are in
hand, or where remaining forest cover in
the client country is so limited that pre-
serving it in its entirety is the agreed
course of action.

(d) In forest areas of high ecological value,

the Bank finances only preservation and
light, nonextractive use of forest
resources. In areas where retaining the
natural forest cover and the associated
soil, water, biological diversity, and
carbon sequestration values is the object,
the Bank may finance controlied
sustained-yield forest management. The
Bank finances plantations only on non-
forested areas (including previously

planted areas) or on heavily degraded
(c) The Bank distinguishes investment proj- forestland.

ects that are exclusively environmentally

protective (e.g., management of protected 2. The Bank does not finance projects that
areas or reforestation of degraded water-  contravene applicable international environmental
sheds) or supportive of small farmers agreements.

?hccphda were prepared for the gusisvce of Werld Aenk saafl. Dy ars ast arcesserily & compise Feesna §f e subsecss govared.
Addisonal copior ¢f thiz decanss are avalinkic an & solf-asree besis i the lnsinsional inforvestion Sevvices Conmr (I3G), in E 3200
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Operational Policies Page 1001
Definitions

1. The following definitions apply in this based gases that contribute to the green-

statement:

@)

®)

©

Primary forest is defined as relatively
intact forest that has been essentially
unmodified by human activity for the
previous 60 w0 80 years.

Tropical moist forest is generally defined
as forest in areas that receive not less
than 100 mm of rain in any month for
two out of three years and have an
annual mean temperamure of 24°C or
higher. Also included in this category,
however, are some forests (especially i
Africa) where dry periods are longer but
high cloud cover causes reduced
evapotranspiration.

Carbon sequestration refers to the pro-
cess whereby forested areas retain a
revolving but sumbie store of organic
carbon in their biomass. Clearing,
bumming, or otherwise substantially
altering the forest increases the met
reiease into the atmosphere of carbon-

bouse effect.

(@) The term local people describes the

©

0

broad group of people living in or neara
forest, with some significant level of
dependence upon it. The term includes
forest dwellers, indigenous forest-
adjacent populations, and recent

Sxsiainable management of natural for-
ests means controlled utilization of the
resource to produce wood and nonwood
bepefits into perpetuity, with the basic
objectives of long-term maintenance of
forest cover and appropriate reservation
of areas for biodiversity protection and
other ecological purposes.

A natural forest is an area in which the
cover has evolved manirally so as to pro-
vide significant econonuc andfor ecolo-
gical benefits, or one that is sufficienly
advanced n regencranon and recovery
from disturbance as to be judged i pear-
natural condition.

"nicm were preparad for the gudonce of Werld Benk 3. They @re as aecimanly a compine orasoment of Se siyecn cvwwnl.
Adiinanat copiey of this decmmere gre svwilabie s g srif-ovvee basis i S Junmstensl inforwanss. Sarvces Coser QIS5 in E 1200,
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Forestry

Introdnction Country Economic and Sector Work

1. This statement gives guidelines' for imple-
menting the Bank's operational policy on the
forest sector.

2. Bank’® lending in the forest sector emphasizes -

the deveiopment of forest resources to provide for
a sustainable stream of direct or indirect benefits
to alleviate poverty, advance the stams of women,
and enhance eommity income and uwi-

DOW recognizes that, in most cases, progress
across this range of objectives requires 2 program
lppmuchmd:em rather than a discrete

project approach. Ongoing investments and
existing forest policies, often developed picce-
malmdtoinvolveexnwivepublicmm
in the sector. A program approach requires a
consistent sector policy that builds on favorable
macroeconomic policies, promotes links between
the forest sector program and project design, and
recognizes the relationships among forest, people,
and culture. The program approach therefore
requires (a) sufficient Bank involvement in the
fautumrmaﬂowadnlognemmmmgy
and policy reform; (b) strong linkages between the
forest sector program and project design and the
broader macroeconomic dialogue; and (c) involve-
ment of a wide range of government agencies and
interested parties outside of government to ensure
broad consensus on reform priorities.

ot
.

Paper (Washington, D.C.: The World Bank, 1991).
“Bank” inciudes IDA, and “loans™ inciudes credits.
See OD 14.30, Aid Coordination Groups.

sap

3. 1t is essential to the sectorwide strategy for
forestry development that country economic and
sector work (CESW) be as highly developed as
possible prior to the start of major lending in the
sector.  Altermatively, when resource constraints
uemCESmebeuniedmdurmgthe

required to ensure that analysis of sector issues is
not lost among project design concerns. Bank
staff should obtain explicit recognition of the joint
policy reform and investment preparation effort
from government, and especially from their coun-
terparts in coordinating agencies outside the fores:
sector  (c.§., ministry of finance, planning

Economic Work
4. mnmksmymcwotk(upe-

affect the forest sector, The forest sector policies
advocated during project preparation will grow out
of those put forward in the country economic
memorandum, the national Environmental Action
Phn.andduComluuveGm:pprocu’(whue

These guidelines sre based on OP 4.36. Both OP 4.36 and GP 4.36 are based on The Forest Secror: A World Bark Policy

Specific coondination problems may arise when forestry is & responsibility of state governments within a foderstion. It may

be pecessary 0 broaden the scope of the policy dinjogee 90 encompass participation at both state and nationsl levels.

These guideiines were prepared for she guidance of World Bonk scff. They are not necessarily @ complete treatment of She subjects covered.
Addicionel copies of shiz docxment are available on & seif-serve basis in she Instimtional information Services Center (ISC), in E 3200.
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5. CESW gives special attention to the macro-
economic policies that are likely to affect resource
use and the environment. In this category are
policies governing
(2) administered resource pricing, in which
the government influences the flow of
resources by using nonmarket inter-
ventions to promote domestic processing
or similar objectives;

(b) revenue sharing among different levels of
government and among public and pri-
mmmdloulmmnins

(c) criteria used to identify and appraise
public investments in agriculture and
infrastructure that affect the management
of forestland;

(d) institutional budgets and funding proce-
dures, and the general incentives for rent
seeking in the economy;

(¢) general trade and industry, especially

policies that determine which exportable
natural resources are to be processed

(ﬂw.spechllyﬁwmd!or

6. Forest sector lending requires a strong sector
work basis. Sector work in advance of detailed

project design helps integrate forest sector aims
and objectives with wider economic and environ-
mental concerns. The sectoral topics covered
vary from one country to another. The policy
aress that may need to be investigated include the
following:

(2) Resource Pricing and Methods of Sale.
Measures related to the recovery of
economic rent and to revemue collection
mechanisms can be incentives to observe
environmental and management pre-
scriptions—for example, (a) using
performance bonds rather than difficult-
to-enforce penalty clauses; (b) using
resource assessment rather than extracted
volume measurement to encourage effi-
ancymopamom.nd(c)imapor
ating in the

qmnifydneﬁeaofpmsonmamd
on levels of forest use, the distributional
impacts of price changes, and the effect
of pricing mechanisms on public and pri-

(b) Forest Industry Policies. Policies of state
intervention to stimulate the
of industry based on forest resources or
to increase value added in the forest sec-

est exploitation, establishing incentives to
exploit forest resources more than is eco-
nomically efficient or physically sustain-
sble. Conversely, log export bans and
taxes can reduce the private financial
valne of forestry activities below their
economic value, leading to inefficiencies
in Jog use and reduced investment in for-

These guidelines were prepared Jor We guidance of World Benk ). They Sre ROt RecEIAaTily € COMPIEIE TraOtnens Of ot SRDFecEs Covered.
Addisiona] copies of this docament are available on o seif-ssrve batis in she Instinsional Information Services Canter (USC), in E 3200.
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©

(©)

()

®

®

of Forestry Research Organizstions, and
nationsl forestry research systems.

Resource Mobilization. Sector work
should assess the adequacy and efficiency
of funding mechanisms for public- and
private forestry operations, including
credit arrangements and earmarking of
forestry revemues. Such mechanisms
should ensure the availability of funds for
regeneration, forest protection, and

Participation and Role of Private Sector.
Sector work should examine the division
of responsibility among the different
levels of government, parastatals, Jocal
commumities, and the private sector. It
should consider the scope for devolving
responsibility for land management and
directly productive investment to Jocal
commumities and private firms while

.focusing government efforts on regu-

Environmental Framework. Sector work
should examine the legal and institutional

Project Processing

7. No special procedures are required for the
processing of forestry projects. However, for-
estry projects, especially those pursuing broad -
program objectives, present special analytic issues
that need to be taken into consideration throughout

These guidelines were prepared for the guidence of World Bank s5ef). Mmumﬂyaquumm
wmquamnmmmuuammunwwmwm.htm
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borrower “owns” the reform program and is
responsible for preparation and implementation,
the Bank needs to supply guidance and support for
commmication smong government agencies and
nongovernmental organizations (NGOs).

Identification and Preparation
8. Ashas been indicated, Bank projects normatly

evolve from a program of CESW and an agreed
reform agenda. Indleabsmofmplaed

facing the sector. Projects should aim to enhance
environmentally sustainable development while
taking into account limits on sbsorptive capacity
and management control.

9. The Bank may counsider financing a broad
range of investment activities in or related to the
forest sector. Several possible areas for invest-
ment are described below.

10. Preservationand Management qﬂmacxlv'am

directing its investments toward programs to
rehsbilitate and reforest degraded forestland and o
reduce industrial pollution and conserve encrgy.

12. memumgmm
fication. The Bank may finance projects to create
additional forest resources or to expand and inten-
sify the management of areas suitable for sustain-
able production of forest products. The Bank
promotes rural people’s participation in tree
planting and conservation of mdxgenom
woodlands.

13. The key to increasing forest investment is &
balance among economic incentives, security of
tenure, motivation, and technical assistance. The
Bank directs special efforts toward agroforestry
technologies that can improve soil fertility,
conserve soil moisture, and increase crop and
livestock yields. It may encourage cash crop tree
farming in rural aress where such farming does
pot impair local people’s access to essential
fuelwood and fodder supplies. The Bank empha-
systems for cash crop trec farming and for
anhﬂngnmll-cqlewoodqninsmpr’uain-
rural areas. To reduce pressure oo the existing
forest resource base, the Bank may support the
establishment of plantations outside areas of intact
forest, where such activity is socially, environ-
mﬂyandmﬂyawepuble ‘l'heprl-

mmdmﬁamwmm
areas must be considered in setting target aress.

14. Instingional Reform and Strengthening. The
Bank recognizes the critical need to restructure
forestry institutions, improve training and equip-
ment, and introduce greater accountability and
higher performance standards into the public sec-
tor. It may support the use of private sector con-
tractors and consultants as auditors and monitors,
and more rigorous intersectoral oversight by

Theve guidelines were prepared for she guidance of World Bonk sexf]. They are act necessorily @ complere creatment of the sbjects covered.
Addisienal copies of this document are available en & self-serve batis in the lastingions! Information Services Cower QISC;, in E 3200.
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19. During appraisal the Bank ensures the overail
viability of the proposed project. In particular,
appraisal of forestry projects needs to focus on
five areas: economic and policy framework, insti-
tutional arrangements, technology, environmental
' protection, and local participation.

20. Economic and Policy Framework. Appraisal
should ensure that the project is consistent with
the policy reform priorities identified through
CESW and that adequate provisions are made for
marketing (particularly by the rural poor) and
procurement. In particular, the Bank must ensure
that procedures for land acquisition and forestland
culture and that pressures from grazing and other
uses arc taken into account. The Bank should
easure that the borrower is committed to a policy
of sustained resource management through the
spplication of scientific forest mansgement
systems.

21. Institutional Arrangements. Appraisal estab-
lishes that all policy initiatives have an identified
legal and regulatory basis; that agencies have the
capability to fund, review, and monitor—and
enforce compliance with—the planned initiatives;
and that interagency responsibilities and coor-
dinating mechanisms are established. The Bank -
ensures that the roles of the public and private
sectors in project implementation are clearly
defined.

22. Technology to Increase Productivity. Projects

~ should employ high-quality

technology appropriate
to local conditions and comparable to best practice
in other agricultural subsectors such as tree crops.
The Bank seeks to ensure that technological
improvements introduced by projects are

23. Environmental Protection. Environmental
guidelines for forest management should provide
for adequate attention to soil and moisture
comervation; protection of watersheds, streams,
and waterways; maintenance of adequate areas to
conserve biodiversity; species mix in plamstions;
and pest and fire control.

24. Local Participation. Local communities and
NGOs should participate in project design, and the
project’s legal and financial mechanisms should be

These guidelines were prepered for the guidcnct of World Bonk staff. They are not ascessarily a compiste trearment of she subjects covered.
Addisional copies of this docamens are availobie on a selfeerve basis in she Inminsional Informazion Services Center (ISC), in E 3200.
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adequate to secure their participation in the  the main collectors of fuelwood and forest
project. The Bank contiders proposed staffing  products, especially for domestic use, women may
patterns to ensure that field staff have appropriste  be especially effective as extension workers and as
skills and training to work effectively with local ~ workers in such activities as mursery management
people. For example, since women are nsually  and seedling distribution.

These guidelines were prepared for the guidance of Worid Bank sqff. Mmuwawmdumm
Addisionsi copies of shis document are available on & self-serve baris in the Insitmional information Services Conser (113G, in E 3200.
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Projects on International Waterways

Applicability of Policy

1. The Bank's' operational policy covers the
following types of international waterways:

(a) any river, canal, lake, or similar body
of water that forms a boundary be-
tween, or any river or body of surface
water that flows through, two or more
states, whether Bank members or not;

(b) any tributary or other body of surface
water that is a component of any
waterway described in (a) above; and

(c) any bay, gulf, strait, or channel boun-
ded by two or more states or, if with-
In one state, recognized as a necessary
channel of communication between the
open sea and other states—and any
river flowing into such waters.

2. The policy applies to the following types of
projects:

(a) hydroelectric, irrigation, flood control,
navigation, drainage, water and sewer-
age, industrial, and similar projects
that involve the use or potential pollu-
tion of international waterways as
described in para. 1 above; and

(b) detailed design and engineering studies
of projects under para. 2(a) above,
including those to be carried out by

—

“Bank” includes IDA, and “loans™ includes credits.

the Bank as executing agency or in
any other capacity.

Agreements/Arrangements

3. Projects on international waterways may
affect relations between the Bank and its borrow-
ers’ and between states (whether members of the
Bank or not). The Bank recognizes that the
cooperation and goodwill of riparians is essential
for the efficient utilization and protection of the
waterway. Therefore. it attaches great importance
to riparians’ making appropriate agreements or
arrangements for these purposes for the entire
waterway or any part thereof. The Bank stands
ready to assist riparians in achieving this end. In
cases where differences remain unresolved be-
tween the state proposing the project (beneficiary
state) and the other riparians, prior to financing
the project the Bank normally urges the beneficia-
ry state to offer to negotiate in good faith with the
other riparians to reach appropriate agreements or
arrangements.

Notification

4. The Bank ensures that the international
aspects of a project on an international waterway
are dealt with at the earliest possible opportunity.
If such a project is proposed, the Bank requires
the beneficiary state, if it has not already done so.
formally to notify the other riparians of the pro-
posed project and its Project Details (see BP 7.50,
para. 3). If the prospective borrower indicates to
the Bank that it does not wish to give notification,

2 “Borrower™ refers to the member country in whose territory the project 1s carried out, whether the country is the

borrower or the guarantor.

Note: OP, BP, and GP 7.50 together replace OD 7.50, Projects on International Waterways, and OD 7.50.01, Maps for
Projects on International Waterways. They also draw on the Operational Memoranda Revisions in Operational
Instructions, 11/26/91, and Revisions in Operational Instructions, 1/7/93. Questions may be addressed to the

International Law Adviser, LEGOP.

These policies were prepared for the guidance of World Bank staff. They are not necessarily a complete treatment of the subjects covered.
Additional copies of this documens are availabie on a self-serve basis in the Insunational Information Services Center (TISC), E 3200.
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normally the Bank itself does so. If the borrower
also objects to the Bank’'s doing so, the Bank
discontinues processing of the project. The
executive directors concerned are informed of
these developments and any further steps taken.

S. The Bank ascertains whether the riparians
have entered into agreements or arrangements or
have established any institutional framework for
the waterway concerned. In the latter case, the
Bank ascertains the scope of the institution's
activities and functions and the status of its in-
volvement in the proposed project, bearing in

mind the possible need for notifying the
institution.
6. Following notification, if the other ripar-

ians raise objections to the proposed project, the
Bank in appropriate cases may appoint one or
more independent experts to examine the issues in
accordance with BP 7.50, paras. 8-12. Should the
Bank decide to proceed with the project despite
the objections of the other riparians, the Bank
informs them of its decision.

Exceptions to Notification Requirement

7. The following exceptions are allowed to
the Bank’s requirement that the other riparian
states be notified of the proposed project:

(a) For any ongoing schemes, projects
involving additions or alterations that
require rehabilitation, construction, or
other changes that in the judgment of
the Bank

(i) will not adversely change the
quality or quantity of water
flows to the other riparians; and

(ii) will not be adversely affected by
the other riparians’ possible
water use.

This exception applies only to minor
additions or alterations to the ongoing

scheme; it does not cover works and
activities that would exceed the origi-
nal scheme, change its nature, or so
alter or expand its scope and extent as
to make it appear a new or different
scheme. In case of doubt regarding
the extent to which a project meets the
criteria of this exception, the exec-
utive directors representing the
riparians concerned are informed and
given at least two months to reply.
Even if projects meet the criteria of
this exception, the Bank tries to secure
compliance with the requirements of
any agreement oOr arrangement
between the riparians.

(b) Water resource surveys and feasibility
studies on or involving international
waterways. However, the state pro-
posing such activities includes in the
terms of reference for the activities an
examination of any potential riparian
issues.

(c) Any project that relates to a tributary
of an international waterway where
the tributary runs exclusively in one
state and the state is the lowest down-
stream riparan, unless there is con-
cern that the project could cause
appreciable harm to other states.

Presentation of Loans
to the Executive Directors

8. For every project on an international
waterway, the Staff Appraisal Report (SAR) and
Memorandum and Recommendation of the Presi-
dent (MOP) deal with the international aspects of
the project. and state that Bank staff have consid-
ered these aspects and are satisfied that

(a) the issues involved are covered by an
appropriate agreement or arrangement
between the beneficiary state and the
other riparians; or

These policies were prepared for the guidance of World Bank siaff. They are not necessarily a compiete treatment of the subjects covered.
Addutional copies of this document are available on a self-serve basis in the Insntusional Information Services Center (IISC), E 3200.
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(b) the other riparians have given a posi-
tive response to the beneficiary state
or Bank. in the form of consent, no
objection, support to the project, or
confirmation that the project will not
harm their interests; or

(c) in all other cases, in the assessment of
Bank staff, the project will not cause
appreciable harm to the other ripar-
1ans, and will not be appreciably
harmed by the other riparians’
possible water use. The MOP also
contains in an annex the salient fea-
tures of any objection and. where
applicable, the report and conclusions
of the independeni experts.

Maps

9. Documentation for a project on an inter-
national waterway includes a map that clearly

indicates the waterway and the location of the
project’s components. This requirement applies to
the SAR. the MOP, the Project Information Docu-
ment (PID). and any internal memoranda that deal
with the riparian issues associated with the
project. Maps are provided for projects on
international waterways even when notification to
riparians is not required by the provisions of
OP 7.50. Maps are prepared and cleared in
accordance with Administrauve Manual Statement
7.10, Carrographic Services, and its annexes.

10. However. the inclusion of maps in the
cited documents, except internal memoranda,. is
subject to any general instruction or decision of
the Regional vice president. taken 1n consultation
with the Senior Vice President and General
Counsel, to omit maps of the beneficiary state 1n
entirety or in part.

These policies were prepared for the guidance of World Bank staff. They are not necessarily a complete treatment of the subjects covered
Addinonal copies of this document are available on a self-serve basis in the Insututtonal Information Services Center (IISC), E 3200
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1. A potential international water rights issue 3. The notification contains, to the extent

is assessed as early as possible in identification' available, sufficient technical specifications,

and described in all project documents starting
with the Project Information Document (PID).
The cover memorandum for the preappraisal
package including the PID is prepared in collab-
oration with the Legal Department (LEG) to
convey all relevant information on international
aspects of the project; the memorandum is
addressed to the vice president of the Region
processing the project (RVP) and copied to the
Senior Vice President and General Counsel
(LEGVP). Throughout the project cycle, the
country department (CD) director, in consultation
with LEG, keeps the managing director concerned
(MD) abreast of international aspects of the
project and related events, through the RVP.

Notification

2. As early as possible during identification,
the Bank® advises the state proposing the project
on an international waterway (beneficiary state)
that, if it has not already done so, it should
formally notify the other riparians of the proposed
project, inciuding the Project Details (see para. 3).
However, if the prospective borrower® indicates to
the Bank that it does not wish to give notification,
normally the Bank itself does so. If the bene-
ficiary state also objects to the Bank’s doing so,
the Bank discontinues processing of the project.
The executive directors concerned (EDs) are
informed of these developments and any further
steps taken.

W N -

borrower or the guarantor.

information, and other data (Project Details) to
enable the other riparians to determine as accu-
rately as possible whether the proposed project has
potential for causing appreciable harm through
water deprivation or pollution or otherwise. Bank
staff should be satisfied that the Project Details
are adequate for making such a determination. If
adequate Project Details are not available at the
time of notification, they are made availabie to the
other riparians as soon as possible after the notifi-
cation. If, in exceptional circumstances, the
Region proposes to go ahead with project appraisal
before Project Details are available, the CD
director, via a memorandum prepared in consulta-
tion with LEG and copied to the LEGVP, notifies
the RVP of all relevant facts on international
aspects and asks approval to proceed. In making
this decision, the RVP seeks the advice of the
MD.

4. The other riparians are allowed a reason-
able period, normally not exceeding six months
from the dispatch of the Project Details, to
respond to the beneficiary state or Bank.

Responses/Objections

5. After giving notice, if the beneficiary state
or Bank receives a positive response from the
other riparians (in the form of consent, no objec-
tion, support to the project, or confirmation that
the project will not harm their interests), or if

See BP 10.00, Investment Lending: Identification to Board Presentation, step 1.
“Bank” includes IDA, and “loans™ includes credits.
“Borrower™ refers to the member country in whose territory the project is carried out, whether the country is the

Note: OP, BP, and GP 7.50 together replace OD 7.50, Projects on International Waterways, and OD 7.50.01, Maps for
Projects on International Waterways. They also draw on the Operational Memoranda Revisions in Operational
Instructions, 11/26/91, and Revisions in Operational Instructions, 1/7/93. Questions may be addressed to the

International Law Adviser, LEGOP.

These procedures were prepared for the guidance of World Bank staff. T-hey are not necessarily a complete treatment of the subjects covered.
Additional copies of this document are available on a self-serve basis in the Institutional Information Services Center (1ISC), E 3200.
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the other riparians have not responded within the
stipulated time, the CD director, in consultation
with LEG and other departments concerned,
addresses a memorandum to the RVP. The
memorandum reports all relevant facts, including
staff assessment of whether the project would
(a) cause appreciable harm to the interests of the
other riparians, or (b) be appreciably harmed by
the other riparians’ possible water use. The
memorandum asks approval for further action. In
making this decision, the RVP seeks the advice of
the MD.

6. If the other riparians object to the proposed
project, the CD director, in collaboration with
LEG and other departments concerned, sends a
memorandum on the objections to the RVP and
copies it to the LEGVP. The memorandum
addresses

(a) the nature of the riparian issues;

(b) the Bank staff’s assessment of the
objections raised, including the reasons

for them and any available supporting
- data;

(c) the staff’s assessment of whether the
proposed project will cause appreciable
harm to the interests of the other ripar-
ians, or be appreciably harmed by the
other riparians’ possible water use;

(d) the question of whether the circum-
stances of the case require that the
Bank, before taking any further action,
urge the parties to resolve the issues
through amicable means such as con-
sultations, negotiations, and good
offices (which will normally be resort-
ed to when the other riparians’ objec-
tions are substantiated); and

(e) the question of whether the objections
are of such a nature that it is advisable
to obtain an additional opinion from
independent experts in accordance with
paras. 8-12.

7. The RVP seeks the advice of the MD and
the LEGVP, and decides whether and how to
proceed. Based on these consultations, the RVP
may ask the Loan Committee to consider the
matter. The CD director then acts upon either the
Loan Committee’s instructions, which are issued
by the chairman, or the RVP’s instructions, and
reports the outcome in a memorandum prepared in
collaboration with LEG and other departments
concerned. The memorandum, sent to the RVP
and copied to the LEGVP, includes recommenda-
tions for processing the project further.

Seeking the Opinion of Independent Experts

8. If independent expert opinion is needed
before further processing of the project (see
OP 7.50, para. 6), the RVP requests the Vice
President, Environmentally Sustainable Develop-
ment (ESDVP) to initiate the process. The Office
of the ESDVP maintains a record of such
requests.

9. The ESDVP, in consultation with the RVP
and LEG, selects one or more independent experts
from a roster maintained by ESDVP (see
para. 12). The experts selected may not be
nationals of any of the riparians of the waterways
in question, and also may not have any other
conflicts of interest in the matter. The experts are
engaged and their terms of reference prepared
jointly by the offices of the ESDVP and the RVP.
The latter finances the costs associated with
engaging the experts. The experts are provided
with the background information and assistance
needed to complete their work efficiently.

10.  The experts’ terms of reference require that
they examine the Project Details. If they deem it
necessary to verify the Project Details or take any
related action, the Bank makes its best efforts to
assist. The experts meet on an ad hoc basis until
they submit their report to the ESDVP and the
RVP. The ESDVP or RVP may ask them to
explain or clarify any aspect of their report.

11.  The experts have no decision-making role
in the project’s processing. Their technical

These procedures were prepared for the guidance of Worid Bank siaff. They are not
pies of this doc are ilable on a self-serve basis in the Instingaional Information Services Center (IISC), E 3200.
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opinion is submitted for the Bank’'s purposes 12.  The ESDVP maintains, in consultation with
only, and does not in any way determine the the RVPs and LEG, the roster of highly qualified
rights and obligations of the riparians. Their  independent experts, which consists of 10 names
conclusions are reviewed by the RVP and  and is updated at the beginning of each fiscal
ESDVP, in consultation with the LEGVP. year.

These procedures were prepared for the guidance of Worid Bank staff. They are not necessarily a complete treatment of the subjects covered.
Additional copies of this document are available on a self-serve basis in the Institutional Information Services Center (IISC), E 3200.
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Projects on International Waterways

1. When changes occur in international
boundaries, some surface waters that formerly
were national in character become international
waterways, requiring increased vigilance in identi-
fying riparian issues. Regional staff assigned to
handle any project covered in OP 7.50,
para. 2—whether financed by the Bank, the Global
Environment Facility, or any trust fund—should
immediately check whether the surface waters
involved are of international character. When in
doubt, Regional staff should check with the
lawyer concerned in the Legal Department (LEG).

2. Often, state authorities advised by Bank
staff to notify other riparians in accordance with
OP 7.50 have questioned aspects of and sought the
reasons for the Bank’s riparian policy. In
responding, staff should seek the assistance
of the Legal Adviser, International Law Issues

(Operations), who should join in discussions with
the state authorities.

3. Every effort should be made to allow the
notified riparians six months to respond to the
notification. A lesser period is advisable only in
cases of emergency.

4. Upon being notified that a riparian may
seek additional information or clarification, staff
should make every effort to provide it and allow
a reasonable period for study and response.

S. When the Office of the Vice President,
Environmentally  Sustainable Development
(ESDVP) wupdates the roster of independent
experts each fiscal year (see BP 7.50, paras. 8-
12), the roster is communicated to the Senior Vice
President and General Counsel (LEGVP).

Note: OP, BP, and GP 7.50 together replace OD 7.50, Projects on International Waterways, and OD 7.50.01, Maps for
Projects on International Waterways. They also draw on the Operational Memoranda Revisions in Operational
Instructions, 11/26/91, and Revisions in Operational Instructions, 1/7/93. Questions may be addressed to the

International Law Adviser, LEGOP.

This statement was prepared for the guidance of World Bank staff. It is not necessanily a complete trearment of the subjects covered. Additional
copies of this document are available on a self-serve basis in the Insttutional Information Services Center (IISC), E 3200.
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Manual Transmittal Memorandum

December 21, 1992
Operational Directive 8.60: Adjustment Lending Policy

1. Attached for insertion in the new Operational Manual is OD 8.60, Adjustment Lending Policy.
The directive draws on reviews of adjustment operations by the Operations Evaluation Department,
various country studies of economic policies and their outcomes; the three Bank reports on adjustment
lending reviewed by the Board in 1988, 1990, and 1992; and the Bankwide operational experience accu-
mulated in the Regions since the initiating Board papers of 1980.' The directive should be read in
conjunction with OD 9.10, Processing and Documentanon for Adjustment Lending, which will be issued
shortly. These two directives replace Circular Op 87/06, Guidelines for Preparing and Processing
Adjustment Loans and Credits.

2. This directive describes the Bank’s general policy on adjustment lending. It stresses the need
to conduct a comprehensive review of the country’s economic policies and programs and of the Bank’s
overall assistance strategy when designing particular operations. An updated county strategy paper or
note should normally be prepared before new adjustment loans are appraised, and the Letters of Devel-
opment or Sectoral Policy should reflect a clear understanding with the government on the overall
stabilization and structural reform program. The directive also reiterates the basic requirements for
adjustment lending in terms of the balance-of-payments rationale, the adequacy of funding for the adjust-
ment program as a whole, borrower “ownership,” and other considerations such as the structure of
conditionality. It notes that adjustment lending is usually not the most appropriate instrument for
supporting reforms in the social and infrastructure sectors. The need for close collaboraton at all stages
with county institutions, the IMF, and other donors is also emphasized. Finally, the directive provides
an overview of the policy objectives in many of the areas in which reforms are supported through adjust-
ment lending; wn particular, it stresses the need for fiscal analysis of proposed policies and programs

3 Questions on this directive may be addressed to the Director, Development Policy Group
4. Additonal copies of this directive are available on a self-serve basis 1n the Instiutional

Information Services Center (IISC), in E 3200.

Attachment

1. Lending for Structural Adjustment, R80-17, IDA/R80-22, February 5, 1980, Structural Adjustment
Lending, R80-122, IDA/R80-83, May 9, 1980: Structural Adjustment Lending A First Review of
Expertence, OED, September 24, 1986, Report on Adjustment Lending, R88-199. August 8. 1988,
Report on Adjustment Lending: Policies for the Recovery of Growth, R90-51, March 26, 1990. The
Third Report on Adjustment Lending: Private and Public Resources for Growth, R92-47, March 24,
1992, and World Bank Structural and Sectoral Adjustment Operations: The Second OED Overview,
OED. June 30, 1992.

Thes directive was prepared for the guidance of staff of the World Bank and ts not necessanliv a complete treatment of the subjects covered
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Adjustment Lending Policy

Introduction

1. This directive provides an overview of the
nature of adjustment programs typically supported
by Bank operations and highlights the precon-
ditions for designing them.!

2. These broad and indicative guidelines do not
detract from the need for each adjustment oper-
ation to be tailored to the situation prevailing in
the recipient country. The design of adjustment
programs is based on economic and sector work
by Bank staff, by the government, and by others
such as the International Monetary Fund (IMF or
Fund) and regional development banks. To
ensure that a program addresses the right issues
with the right priorities, is sufficiently compre-
hensive, and has adequate support, the Bank, the
borrower, and other donors and lenders need to
agree on the proper diagnosis of the economic
problems, on the sequence of the measures to be
taken, and on the overall financing plan.

Adjustment Programs

3. Adjusunent lending is rapidly disbursing and
policy-based lending. It was introduced in 1979,
in the aftermath of the second oil shock, to pro-
vide temporary balance-of-payments financing to
member countries while stabilization and adjust-
ment measures took effect. Adjustment iending
grew in importance with the onset of the debt
crisis, increases in real interest rates, further
deterioration in the terms of trade for most
developing countries, and recessions and slow
growth in the industrial countries. Although at
first, adjusunent programs were expected to be
short-lived (three to five years), they have often
taken longer because of the need for structural

1. “Bank” includes IDA, and “loans” includes credits.

reforms to correct deep-seated weaknesses in
development strategies.

4. The range of adjustment programs supported
by adjustment lending forms a continuum from a
comprehensive set of macroeconomic and institu-
tional reforms to a relatively limited set of sector-
specific policy actions. The broadest policy
packages are typically supported by structural
adjustment loans and credits (SALs). These and
the more narrowly focused sector adjustment
loans and credits (SECALs) constitute the bulk of
the Bank’s adjustment lending. There are also
rehabilitation import operations, which are
intended to support preliminary steps toward

_ broader policy reforms, and debt and debt service

reduction operations. Another instrument is the
hybrid operation, which combines a traditional
investment operation with a quick-disbursing,
policy-based component.?

Structural Adjustment and Stabilization:
Interdependence and Sequencing

5. Stabilization. Suabilization,  structural
adjusmment, and growth go hand in hand. Usually
the country initiating an adjustment program sup-
ported by the Bank—and typically also by the
IMF—faces pressing macroeconomic problems
manifested as large and unsustainable fiscal and
balance-of-payment deficits and as inflation.
Stabilization measures aimed at restoring macro-
economic balance focus on bringing the level of
demand and its composition (tradable relative to
nontradable goods) in line with the level of output
and externa! financing. In most cases a reduction
in the fiscal deficit and a real devaluation are
required to restore and maintamn internal and
external balance.  Success with stabilization
usually requiresa sustainable mixture of cuts in

2.  Sec OD 1.00, Annex A, Bank Lending Instrumenis. for a more detailed discussion of the different types of adjustment lending

This directive was prepared for the guidance of staff of the World Bank and s not necessaniy a complete treatmens of the subjects covered
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government spending, reductions in public enter-
prise losses, ughtening of domestic credit, and
increases in tax revenues. Central bank losses
that result from the provision of credit subsidies
10 particular sectors, often through the exchange
rate or the banking system, are frequentdy an
important source of inflationary pressure that need
to be eliminated immediately.

6. Structural Adjustment. Adjustment programs
supported by the Bank seek to achieve structural
changes to enhance allocative efficiency, growth,
and sustainable reductions in poverty. Structural
reforms focus on putting in place more appro-
priate incentives (by deregulating the domestic
goods markets, liberalizing the trade regime,
removing the constraints on factor employment
and mobility, and removing obstacles 10 saving
and investment) and on strengthening institutions
{e.g.. the government’s capacity to implement
policies) and regulatory frameworks (e.g., the
framework for private sector development).

7. Interdependence and Sequencing. Stabili-
zation and structural adjustment are interdepen-
dent. In countries with acute macroeconomic
probiems. most structural reforms are unlikely to
be sustamnable until after sufficient progress has
been made 1n reducing the macroeconomic imbal-
ances and 1n achieving reasonable macro stability.
A sound and stable macroeconomic framework is
indispensable to strucrural reforms, whether
economywide or sectoral in nawre. The reverse
15 also true mn many cases: for example, substan-
ual reforms of public enterprises (including
privatization), reductions in subsidies, and
mmprovements in tax administration may be
preconditions to the success of stabilization. This
interdependence means that adjusument programs
need to be designed carefully to ensure that the
cnitical complementarities are taken into account.

8. A central issue is the sequencing and speed of
reforms. When there are many distortions, the
benefits of reforms are case-specific and depend
on imnal conditions and 1nterrejations across
markets. The design of adjustment programs is,

therefore, based on extensive economic work on
the country and on an assessment of the political
and social opportunities for reform. Some lessons
from experience are as follows: (a) priority
should be given to those structural reforms that
are important for both stabilization and improve-
ments in the efficiency of resource allocation;
(b) reforms are best initiated with substantial
reductions in the largest or costliest distortions;
and (c) it is important to identify complemen-
tarities among different elements of the reform
package. For example, the potential gains from
trade liberalization can be largely unrealized in
countries where private initiative is severely cur-
tailed by regulatory practices or where there are
major impediments to factor mobility. Similarly,
reforms of public enterprises may need to be
accompanied by changes in labor market regu-
lations to allow quick reabsorption of redundant
labor in other activities. In economies with
restrictive trade regimes, widespread price con-
trols, and domestic practices that constrain compe-
titiveness, reform of the goods and factor markets
should precede or accompany reform of the finan-
cial markets. ’

9. The appropriate speed of reforms is also a
couniry-specific marter. In countnies with large
macroeconomic imbalances. a comprehensive and
immedate stabilization package may be the only
realistic and credible stabiization option. When-
ever possible, structural reforms should be carried
out quickly so that a reallocation of resources can
take place at the right prices sooner rather than
later. This practice will give more time for the
supply responses to work out. Reforms also have
a cumulative momentum that shouid be exploited.
But the speed and size of reforms must take
account of implementation capacity and the social
and political conditions in the country. There can
be significant economic costs to speedy reforms—
for example. bankruptcy of potentially viable
firms because of imperfections in the capital
market.  Gradual introduction of structural
reforms may in certain cases be preferable to an
attemnpt to remove all major distortions extremely
rapidly, in some cases, a gradual approach can

This directive was prepared for the guidance of swaff of the World Bank and 1s not necessartly a complete treatment of the subjects covered.
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also help the commitment to reform become better
rooted in the country.

10. Even when the overall adjustment program
can be implemented only gradually, speedy imple-
mentation may be crucial for some of the program
components. For example, a principal lesson of
the experience with trade liberalization is that the
process is most likely to succeed when it begins
with a complete replacement of quantitative
restrictions with tariffs and an associated
preannounced schedule of tariff reductions (see
paras. 22-25). While such a large initial change
may encounter resistance, the difficulties are
likely to be even greater with a gradual approach;
a gradual process may lack credibility and may,
therefore, fail to elicit a strong response.

Poverty Reduction

11. Sustained reduction of poverty is the over-
arching objective of the Bank’s counTy assistance
strategies. Thus poverty reduction is a basic
motivation that potentially affects all reforms. A
collaborative approach should be used to prepare
poverty assessments as the basis for defining
poverty reduction strategies. Poverty profiles are
a key element of such assessments; if necessary,
the Bank should assist borrowers to improve the
quality and reliability of their poverty data.?

12. Adjustment operations should be consistent
with and supportive of overall poverty reduction
strategies.  Country circumstances determine
when individual operations should focus specifi-
cally on poverty reduction by addressing policy
problems that bear heavily on the poor, sup-
porung a reorientation of public expenditures
toward social services for the poor, or supporung
safety-net protection for the most vulnerable.
While it is not necessary for each adjustment
operation 1o contain such specific poverty-
reduction measures, the Bank’s country assistance
program as a whole, including sector and project

lending, should support the government's efforts
to reduce poverty and mitigate the social costs of
adjustment. Country assistance strategy state-
ments in the appropriate President’s Reports focus
on these issues. In addition, the President's
Report for each adjustment operation includes at
least a summary statement of the social impact of
the policy reforms being supported by the Bank.

Environment

13. Analysis of adjustnent programs also con-
siders the implications for the environment, since
sound environmental management is a key objec-
tive of the Bank’s assistance to countries. To help
prepare appropriate assistance programs, Bank
staff should review the environmental policies and
practices in the Country. The design of adjust-
ment programs should take into account the find-
ings and recommendations of such reviews and
identify the linkages between the various reforms
in the adjustment program and the environment.*

14. Interactions and linkages between adjustment
programs and environmental concerns can arise in
many ways—for example. from changes in pat-
terns and levels of public expenditures. If the
constituencies that support environmental mea-
sures are weak. environmental expenditures may
be cut disproportionately relative 1o other high-
priority expenditures. Posiuve or negative
linkages may also arise from relative price
shifts—changes in the pattern of taxes, trade
duties, real wages, exchange rates, and so on
For example, there are usually strong positive
linkages between energy conservauon and reforms
in energy pricing. On the other hand, trade liber-
alization may encourage deforestauon or over-
fishing in some cases. Where such negative
linkages exist, the answer is not to delay stabili-
zation or the adjustment program, but rather to
devise specific measures, such as sensible forestry
and fishing laws, to counteract the possible
negauve effects.

3 See OD 4 15. Poverty. for a more detailed discussion of poverty and adjusunent lending.

4 See OD 4 02, Environmental Action Plans

Thus directive was prepared for the guidance of staff of the World Bank and s not necessanly a compiete treatment of the subjects covered
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Selected Areas of Policy Reform

15. This section highlights several types of policy
reforms that are often supported as components of
SALs and SECALs. The discussion is selective
and does not include all areas of reform supported
by adjustment operations.

Public Finances

16. As discussed earlier, reductions in broadly
defined public sector deficits are often the crucial
component of stabilization programs. How
deficits are financed and the extent to which they
are monetized or lead to crowding out of the
private sector are central issues for both stabi-
lization and structural adjustment. Even when
stabilization is not the primary issue, the level and
pattern of public expenditure and income are
major determinants of (a) the efficiency with
which resources are allocated in the economy,
(b) the rate of economic growth. and (c) the rate
of reduction in poverty. Adjustment programs
receiving Bank support should therefore include
redirection of public expenditures to increase their
productivity and social utility, as well as reforms
of the tax structure and administration to phase
out major distortions. Frequent, reforms of social
security systems and of subsidies on basic goods
are also important components of adjustment
programs.

17. Public provision of goods and services with
large benefits to society, such as primary educa-
tion and basic health care. needs to be analyzed to
see how efficiently resources are being utilized
and who the main beneficiaries are. Explicit
conditionality may be appropriate to enhance the
effectiveness and poverty orientation of social
expenditures, and to sustain their levels. Simi-
larly, adequate provisions for operations and
maintenance and, where appropriate, new
investments in essential economic infrastructure
need to be made to enhance private sector
productivity and suumulate private investment and
economic growth. Despite the difficult and
unpopuiar choices involved, efforts should be

made to reduce the public sector wage bill in
countries with overextended bureaucracies. All
opportunities to increase resources for
development and to decrease unproductive
expenditures should be explored.

18. Most structural adjustment programs contain
tax reform measures to raise revenues and to
reduce distortions in economic incentives and the
resulting inefficiencies and inequities in the
allocation of resources. Tax reforms that broaden
the tax base while reducing marginal rates can
increase public revenue in a reasonably nondis-
torting, equitable, and sustainable manner.

19. In some cases the reform process involves
new taxes, such as a value-added tax (VAT). In
principle, the VAT is usually the best instrument
for developing countries that wish to reform their
general taxes on goods and services. Replacing
cascading wrnover and manufacturers’ sales taxes
by a VAT (with appropriate exempuons to protect
the poor) can increase revenue. reduce reliance on
foreign trade taxes. and substanually reduce
economic distortions. However. n 1s often not
feasible to introduce VAT~ hecauw: of implemen-
tation problems. espectsliy i howincome
countries with large nttmal sectors o weak
administrative capa.inn

20. Reform of tax structures v muore effecuve
when it is accompanied by improvements n tax
admimistraton. The Bank has supporied many
administrative reforms of the tax system, part-
cularly the streamlining of customs administration
procedures and the improvement of tax collections
through a pay-as-you-earn systerm and
self-assessment.

21. Adjustment programs need to be based on an
analysis of the expenditures and revenues of the
broad public sector, including the central govern-
ment, state and local governments, and public
enterprises. In designing policy reforms, it 1s
important to judge their net fiscal effects by
examinmng the fiscal impacts of the various ele-
ments of the reform packages that the Bank

Thus direcuve was prepared for the guidance of staff of the World Bank and s not necessarily ¢ complete ireatment of the subjects covered
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supports. The Bank encourages improvements in
the quality and coverage of data on public
expenditures. Building up national capacity.for
data collection and analysis in this and other
areas, such as poverty, is a long-term process that
may not lend itself to conditionality under a single
adjustment operation; however, the need for ade-
quate information in these areas should be clearly
reflected in the Bank's medium-term country
assistance strategies.

Trade Policy

22. Trade policy reforms are a cornerstone of the
Bank’s adjustment lending. Many countries that
undertake adjustment programs have highly -dis-
torted trade regimes, a result of both unsound
macroeconomic policies and development strate-
gies that stress import substitution. Because of
this, trade liberalization is a major objective in
stabilization-cum-adjustment policies supported by
the Bank and the Fund. Trade liberalization
typically aims to reduce tariffs to between 5 and
20 percent, a goal that many developing countries
have attained through Bank-supported programs.

23. Import policy reform typically begins by
replacing nontariff barriers with wansparent and
revenue-increasing tariffs; this reform is some-
tumes accompanied by eliminating tariff exemp-
tions to enhance revenues. Thereafter tariffs are
reduced in stages, preferably preaanounced, and
restructured to increase uniformity. The process
can, nonetheless, be quite uneven, with liberal-
ization of external and internal trade in basic food
products often being a very sensitive area. Pri-
vatizing trade and abolishing state marketing
boards or other forms of state trading monopolies
typically form a difficult but necessary com-
ponent of trade reforms. Replacing general food
subsidies by subsidy programs targeted at the
poorest groups, and using variable tariffs to
moderate  international price  fluctuations

for one or two basic goods, are measures that are
frequently recommended to moderate the costs of
trade reforms.

24. Tariff reductions diminish but do not fully
eliminate the bias against exports that results from
both the higher costs of protected inputs used in
exports and the overvaluation of the exchange rate
implicit in differential protection of imports.
Supplementary export incentives are also recom-
mended—for example, reducing or eliminating
export taxes and quantitative reswictions and
introducing temporary admission regimes, duty
drawback schemes, and export processing zones.
The reforms should be systemic rather than ad
hoc. For example, while the establishment of
export processing zones is useful in some cases,
it is seldom a good substitute for across-the-board
liberalization of import tariffs.

25. The liberalization of highly distorted trade
regimes needs to be accompanied by real devalua-
tions and disinflationary fiscal and monetary
policies. To be fully effective, trade reforms also
need to be accompanied by other measures, such
as reforms of domestic taxes and removal of price
controls and regulations that impede competition
and efficiency. Care should be taken to ensure
that conditionality on trade reform is consistent
with any internauonal agreements to which the
country concerned may be a party.’

Financial Sector Policies

26. The Bank emphasizes the need to include in
overall adjustment programs reforms of the finan-
cial sector, which has a central role in the allo-
cation of resources and the mobilization of private
savings and investment. Financial sector adjust-
ment operations commonly include some combina-
tion of the following reforms: interest rate
liberalization; removal of barriers to competition
within the financial sector; phasing-out of or

S When 2 possibie conflict 1s idenufied, the Chief. International Trade Division, International Economics Department. and the
Legal Department, International Law Adviser, should be consulted.
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reductions in directed credit programs; improve-
ments in legal, regulatory, accounting, and super-
visory systems; strengthening of the monetary
control capacities of the central bank; removal of
discriminatory or distortionary taxation of the
financial sector; and development of financial
restructuring programs in cases of systemic
financial distress. Financial sector adjustment
operations are frequently complemented by free-
standing technical assistance, investment, and
financial intermediary operations to ensure
effective responses to the reform measures being
introduced.®

27. The level and structure of interest rates and
the means by which interest rates are determined
have an important impact on resource mobiliza-
tion and allocation throughout the country. Mar-
ket mechanisms for the determination of interest
rates promote competition between institutions and
minimize intermediation costs and the opportuni-
ties for economic remts and corruption. Even
where interest rates do not play a significant
allocative role, market-based or market-approxi-
mating interest rates can help mobilize financial
savings and facilitate monetary control. The
speed with which a country moves toward full
market determination of interest rates depends on
macroeconomic conditions, real sector distortions,
competitiveness of the financial system, and the
adequacy of the legal and regulatory framework.

28. Financial sector development requires that
savers and investors have confidence in the qual-
ity of financial assets. Therefore, the existence
and enforcement of clear and uniform accounting,
audit, and disclosure standards and the develop-
ment of a transparent and effective legal frame-
work are critical. Improvements in prudential
regulations and supervisory capacity help ensure
that financial institutions maintain reasonable
performance standards and rewin public
confidence.

6  See OD 8.30, Financial Sector Operations

29. Finally, financial sector adjustment programs
should take into consideration the quality and
efficiency of existing institutions and the range of
financial instruments available. Weak institutions
may need to be financially restructured and recap-
italized, and their management strengthened.

Public Enterprise Policies and Privatization

30. A common theme running through the
various reform programs typically supported by
the Bank is the development of a competitive pri-
vate sector. A satisfactory framework for private
sector development requires removing the impedi-
menits to the free flow of labor and capital across
sectors and activities within the economy through
such measures as the removal of entry/exit bar-
riers, investment and capacity licensing, restric-
tions on foreign private investments, and controls
on financial and labor markets. A fundamental
reassessment of the role of the public sector is
also required, especially in countries where this
sector has become greatly overextended into acti-
vities that can be better carried out by the private
sector. Contractions and structural changes in the
public sector have become a central component of
adjustment programs supported by the Bank.

31. Reform of public enterprises 1s often needed
to (2) reduce or eliminate the large budgetary sub-
sudies such enterprises receive, and (b) remove the
allocative inefficiencies such enterprises introduce
through uneconomic pricing and nvesanent poli-
cies, excessive employment. and weak manage-
ment. The best remedy is privatization within a
competitive environment. However, immediate
divestiture on a large scale is often not feasible,
especially in low-income countries. In such
cases, continued public ownership may be war-
ranted for a transitional period, particularly for
enterprises operaung mn noncompetitive markets.
Reform measures should then aimm both at
improving the efficiency and profitability of

Thes directive was prepared for the guidance of staff of the World Bank and ts not necessanly a compleie treatmers of the subjects covered
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individual public enterprises and at laying the
policy and regulatory foundations of future
privatization. In particular, the removal of
barriers to entry and exit is crucial to the
emergence of a competitive private sector. The
design of adjustment programs should be based on
an analysis of the various options in this area,
including retention of the enterprises in the public
sector, closure, and privatization of management
without ownership changes.

Sectoral Adjustments

32. Sector adjustment operations are important
complements to adjusttnent operations that are
focused on economywide policies. A wide variety
of sectoral concerns may be addressed. For
example, among the reforms typically supported
through agriculture sector adjustment operations
are deregulation of prices and interest rates,
improvements in or privatization of marketing,
reductions in input and output subsidies, reduc-
tions in export restrictions and taxes, and real-
locations of public expenditures within the sector.
Similarly, energy sector adjustment operations
frequently focus on sectorwide investment
planning and funding issues, energy pricing, and
restructuring or privatization of public enterprises
and utilities. Support for reforms in the industrial
and manufacturing sector is often combined with
support for trade and exchange rate reforms;
among issues typically addressed are those
relating to price and wage rigidities, entry and
exit of firms, environment for foreign private
mvestments, and technoiogical progress.

33. Sectoral and macroeconomic reforms are
closely interdependent. This interdependence
arises, for example, when most of the products
produced or consumed in a sector are inter-
nationally traded, as is often the case in agri-
culture and manufacturing. Real exchange rate
depreciations, therefore, involve expansions in
‘production and wade in such sectors. Expen-
diture-switching policies do not work well if such
factors as price regulations or the policies of
marketing parastatals prevent higher incentives for

exports and for (efficient) import substitution from
being fully transmitted to domestic producers and
consumers. In such cases the adjustment process
relies more on expenditure-reducing policies and
tends to involve greater hardships, especially for
low-income populations.

34. Just as the effectiveness of macroeconomic
policy reforms is likely to be mitigated by sectoral
inefficiencies and rigidities, sectoral reforms are
unlikely to succeed on their own without corres-
ponding reforms of macroeconomic policies. Seg-
mented sectoral approaches, such as the use of
directed credit, tax expenditures, preferential
funding arrangements, or tariff exemptions, are
likely to be costly in terms of national income. It
is important to avoid ad hoc measures that are
inconsistent with measures in related sectors or
with macroeconomic policies. Sectoral policy
recommendations on pricing, taxation, and
subsidies sometimes conflict with the
corresponding economywide policy recom-
mendations. The need for coherence and
consistency also exists in other areas, such as
institutional structures and planning and evaluation
systems for expenditure allocations.

35. The Bank emphasizes reforms in such areas
as education, numition, health and family plan-
ning, and social safery nets. The issues typically
addressed include the availability and quality of
public services; their efficiency and cost-effective-
ness; pricing, cost recovery, and other distribution
policies; scope for private sector participation;
and the targeting of benefits to low-income and
other vulnerable groups. Public services in the
social sectors are particularly vulnerable to
changes in the fiscal situation, but the design of
social policies aiso depends on macroeconomic
incentive policies. For example, shifts in the
internal terms of trade for or against agriculture
tend to change both geographic and occupational
patterns of poverty incidence.

36. Many of the necessary sectoral reforms take
100 long to be effectively supported by adjusunent
operauons, especially when institutional reforms

This directive was prepared for the gudance of staff of the Worid Bank and is not necessanly a complete treatmens of the subjects covered
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and skill upgrading are involved. A sequence of
adjustment operations may in principle serve to
sustain focus on the required measures, but this is
not a practicable approach in many cases. Time-
slice sector operations, sector investment opera-
tions, and free-standing technical assistance
operations are likely to be more appropriate
instruments for supporting medium-term policy
reforms.  Adjustment lending is, therefore,
seldom used in the social and infrastructure
sectors, where institutional reforms tend to
dominate the policy agendas.

Requirements for Adjustment Lending
Prerequisites

37. Whether adjustment lending is appropriate in
a country is determined in the context of an evalu-
ation of the country's economic situation and
prospects, its commitment to reform, the ade-
quacy of the financing plan, and the Bank's over-
all assistance strategy. - The main vehicie for this
is the Country Strategy Paper (CSP), discussed in
OD 2.10. When there have been important
changes in a country’s situation since the last
CSP. a new strategy paper or note should be
prepared and discussed before new adjustment
loans are appraised.

38 Before the Bank supports a borrower’s adjust-
ment program, it analyzes the country’s economic
problems and policy options and conducts exten-
sive discussions with the government concerned,
other principal donors, and the Fund. The design
of a suitable adjustment program is a collaborative
process, but the initiative and the leadership must
come from the government. Adjustment pro-
grams require strong political commimment, and
the government concerned needs to generate
broad-based support if the program is to be
sustainable.

39. The strongest influences on borrower “owner-
ship™ are political stability, support (or at least
lack of opposition) from the principal consti-
tuencies affected by adjustment programs, and the

attitudes of government officials and technicians
toward the various reforms. It should be an
explicit objective of country dialogues, economic
and sector work, and technical assistance to
examine the relevant policy constraints and
encourage a lead role for the country officials and
others involved in the design of adjustment pro-
grams. Adjustment lending is not advisable when
the political commitment to adjustment is weak or
highly uncertain. While there are no general
rules for ascertaining the strength of ownership,
experience suggests that a simple indicator is the
capacity and willingness of country authorities to
prepare acceptable Letters of Development Policy.

40. The set of policy measures to be supported by
an adjustment operation has to be evaluated as a
part of an overall program. A clear under-
standing with the government on the overall stabi-

.lization and structural programs is a prerequisite

for putting the conditions for tranche reieases in
the proper context. In particular, there must be a
clear understanding on what will constitute satis-
factory macroeconomic policies in the medium
term. The Letter of Development Policy (in the
case of SALs) and the Leter of Sector Policy (in
the case of SECALs). and the corresponding
policy matrices. spell out the macroeconomac tar-
gets t0 be monitored so as to avowd misunder-
standings.

4]1. The adjusunent program must be adequately
funded. When adjustment efforts are under-
funded, the resuiting depressed levels of imports,
investment, and output are likely to render the
program politically and socially unsustainable. If
underfunding is likely. the Bank, in coordination
with the Fund and others, should make additional
efforts to mobilize other sources of financing and
to ensure that the burden and risks of financing
are spread appropriately among the major donors.

42. The most general economic rationale for
adjustment lending is that it smooths the transi-
tional costs of strucrural reforms. Without
external financing. the dislocation and temporary
disruptions associated with adjustment lead to

Thus direcnive was prepared for the gusdance of staff of the World Bank and s not necessanly a compleie trearmens of the subjects covered.
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lower living standards or lower levels of invest-
ment and future growth. In helping to mitigate
these costs, external borrowing contributes to the
social and political sustainability of reform
programs.

43. An alternative to external borrowing is the
use of foreign exchange reserves, a practice that
would also smooth out the transitional costs of
structural adjusmments. To use foreign exchange
reserves, however, a country needs to have
reserves in excess of the normal requirements.
Too low a level of reserves will adversely affect
the internal and external credibility of the adjust-
ment program. External borrowing to generate
additional resources should also be compared with
domestic financing—higher taxation, borrowing,
or lower public expenditures.

44, When external borrowing by a country is
justified, the rationale for extending quick-
disbursing loans (in the presence of a reform
program judged to bring adequate benefits to the
country) can be generally defined in terms of
actual or anticipated current account deficits.
Future deficits may be a necessary consequence of
the adjustment- policies being implemented. In
principle, this rationale covers cases in which
policy reforms entail significant negative effects
on the government budget, such as recapitalization
of the domestic banking system in the framework
of financial sector reforms, or costs connected
with the restructuring or privatization of public
enterprises, or additional social sector expendi-
wres involved in creating or expanding social
safety nets. Foreign borrowing (and the use of
foreign reserves) may, in principle, be a just-
fiable policy in such cases if domestic financing is
more costly. However, it is seldom possible in
practice to establish the case for foreign bor-
rowing when most of the expenditures to be
financed are made in local currency. Adjustment
loans are, therefore, not normally extended for
supporting programs that can be financed with
domestic resources.

Bank-Fund Collaboration and Aid Coordination

45. The overall adjustment program in a country
is typically much broader than the parts that the
Bank can support through a few adjustment opera-
tions. It is important to ensure that the overall
program is adequately funded through support by
other donors, particularly the Fund, which has
primary responsibility for supporting stabilization
policies. Bank staff need to collaborate closely
with IMF staff” and with the staff of other insti-
tutions, such as the IFC and the regional banks,
which are important providers of funds and policy
advice.

46. Adjustment lending is not normally under-
taken unless an appropriate Fund arrangement is
in place. If there is no Fund arrangement, Bank
staff should ascertain, before making their own
assessment, whether the Fund has any major out-
standing concerns about the adequacy of the coun-
try’s macroeconomic policies. In some cases this
may entail the Fund’s consulting with the country
authorities. The Bank also takes into account the
Fund's assessment of macropolicies before it
authorizes tranche releases.

Conditionality

47. Conditionality in the areas focused upon in
the Joan should be related to the key policy and
instimational reforms bemg supported. The Loan
Agreement shouid avoid conditions that are not
necessary for ataining the key program objec-
tives. The Lener of Development or Sector
Policy may be used to elaborate upon and explain
some of the conditionality, particularly the
conditionality on satisfactory macroeconomic
performance.

48. Conditionality should refer to reforms that are
within the competence of the borrower to bring
about, and not to economic performance as
outcome of policy changes. If circumstances
beyond the control of the borrower make

7. See Bank-Fund Collaboration in Assitring Member Countries, R89-45, March 31, 1989.
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compliance with a condition unreasonable, Bank
staff should propose appropriate amendments or
waivers on the basis of midcourse reviews before
tranche releases. Such midcourse adjustments are
normally expected to apply only to macro-
economic conditionality.

49. There is no fixed rule regarding the number
of tranches an adjustment operation should have.
While the majority of operations are structured
around two tranches, both single-tranche and
three-tranche operations are also common. Three
tranches are appropriate when the actions being
supported by the operations are expected w0
require a longer time frame; for example, pre-
paring parastatals for sale to the private sector
may require several preparatory steps after a foan
becomes effective. To provide incentives for the
satisfactory completion of the reform program,
the corresponding disbursements may be “back-
loaded™ (i.e., the bulk of the funds assigned to
later tranches).

50. Single tranches may be considered when the
borrower is able to complete the relevant reforms
prior to loan effectiveness. Full recognition
should be given to specific actions, identified and
agreed upon during loan preparation and negotia-
tions, that are taken before Board presemtation.
Such actions must be of the same nature as the
specific actions that normally serve as tranche
release conditions. The use of single tranching
may foster the political accepuability of the
reforms in the borrowing country. Also, a series
of single-tranched operations may be preferable to
one muitiple-tranched operation when a new
course of reforms is being tested.

51. The appropriate number of conditions and
their disribution by tranche vary considerably
from case to case, depending on the nature of the
reform program being supported. For examplie,
the greater the number of policy areas included in
an operation, and the greater the number of
tranches, the greater will be the appropriate

8 See OD 12.00, Disbursemen:.

number of conditions. A priori limits on the
number of conditions are undesirable because they
tend to restrict the types of reforms that can be
supported. However, other things being equal,
staff should be as economical as possible in
deciding on the number of conditions.

Disbursements

§2. All strucwural adjustment and rehabilitation
import operations, and some sector adjustment
operations, finance general imports except for
those on a negative list. Where imported inputs
for a specific sector are essential to the adjustment
operation for that sector, the Bank may link the
use of loan funds to a broad positive list. Care
shouid be exercised in such cases to avoid restric-
tive lists so as not to jeopardize the quick-
disbursing nature of the operation.®

Size of Individual Adjustmert Loans

53. There is no simple rule for determining the
size of an individual adjustment loan. The costs
of adjustment policies to be supported by a loan
may sometimes be a helpful indicator of the
appropriate size, but in general such costs are
hard to measure with precision. Judgments about
the size of an adjustment loan for balance-of-
payments support are ordwnarily based on a com-
bination of factors, including (a) the expected
balance-of-payments gap corresponding to the
policy reform scenario; (b) the size of the lending
program and the possibilities for burden sharing
with other donors and lenders; (c) the strength of
the reforms being supported; (d) the country's
need for and ability 10 absorb traditional invest-
ment loans; (e) the country’s creditworthiness,
which will reflect, inter alia, the track record of
macroeconomic management and the medium-
term prospects; and (f) for IDA borrowers, the
country's relative claim on the available con-
cessional resources.

Thus direcive was prepared for the guidance of siaff of the World Bank and is not necessanily a complete ireatment of the subjecis covered.
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Limits on Share of Adjustment Lending

54. Since the opportunities for effective use of
adjustment lending and the constraints on project
lending vary greatly from country to country and
time to time, it is undesirable to set any limit on
adjustment lending as a share of the total for any
one country during any particular period.
However, adjustment lending, because of its fast-
disbursing character, carries additional risks to
IBRD compared to investment loans, which
disburse more gradually. In cases in which IBRD
exposure is close to the Bank's exposure
guidelines, the front-loading of disbursements may
reduce the Bank’s ability to undertake additional
lending or provide support to unanticipated
external shocks. At the same time, however, the

combination of stabilization and structural
adjustment may improve a country’s
creditworthiness and, thereby, help contain the
risks to the Bank. Accordingly, the appropriate
mix between adjustment and investment lending
and the phasing of quick-disbursing assistance
need to be carefully considered and should be
analyzed in the context of the CSP. There are no
individual country limits for the share of
adjustment lending within the overall lending
program. However, adjustment lending should
not normally exceed 25 percent of Bank or IDA
lending, aggregated over the Bank as a whole and
averaged over a three-year period, and should not
under any circumstances exceed 30 percent for
IDA.

Dus directive was prepared for the gudance of staff of the World Bank and 15 not necessanly a complete trearment of the subjects covered.
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Procedures for Investment Operations
under the Global Environment Facility

Introduction

1. This directive describes the steps additional o
required to process Global Environment Facility
(GEF) operations. Other than the exceptions
identified and described in this directive, GEF
operational procedures follow standard Bank pro-
cedures for investment lending, including those
for environments! assessments.* GEF governance
srrangements create the need for these exceptions
10 standard procedures.

2. GEF Partcipants—both developed and devel-
for activities envisaged under the Global Eaviron-
ment Facility. They have designated the Bank,*
the United Nations Development Programme
(UNDP), and the United Nations Environment
Programme (UNEP) as implementing agencies for
the GEF. Funding by Participants for implemen-
ttion of the GEF is channeled through the Global
Environment Trust Fund (GET), estblished and
administered by the Bank ® Each of the imple-
menting agencies has assumed specific roles, and
they bave agreed to cooperate closely in every

“Bank” includes IDA, aad “loans” includes credits.
Sec OD 9.00, Processing of Invesonans Lending.
Ses OD 4.01, Envirommenial Assezsment.

rup -

aspect of GEF implementation. The Bank under-
takes investment projects and administers the
GEF. UNDP will administer 2 GEF Preinvest-
ment Studies Facility to be funded by grants from
the GET for preinvestment studies and prepar-
story work, which will normally be executed by
the Bank. UNEP has established a Scientific and
Technical Advisory Panel to provide advice on
generic scientific and technical issues arising from
GEF implementation and t prepare guidelines on
criteria and priorities for project selection (see
pana. 27(b)).

3. GEF project ideas may be generated by
governments, the Bank, UNDP, UNEP, and
regiomal! banks, as well as by nongovernmental
organizations and the private sector. These idess
may be included in approved work programs only
sfter they have (a) been formally proposed by
governments, (b) passed a project-specific tech-
pical review (see paras. 9-10), (c) been declared
eligible for GEF funding by the GEF Implemen-
tation Committee,* and (d) been reviewed without
objection by GEF Participants at semianmual
meetings presided over by the GEF Chairman.’
The GEF project can be appraised only after it is

Thbe Bank parucipatss in the Mosntreal Protoco! Interizs Fund within the framework of the GEF aad is responsible for investment

operations financed under the Interim Multilateral Fund of the Montreal Protocol. For guidelinas for the processing of Montreal
Proweol Fund investment operations, see OD 9.02, Procedares for Invesomens Operations Financed by the Irzertn Mulsilazeral
Fund of the Moruveal Protocol (forthcoming). The guidelinss for Moatreal Protocol operations arc similar in many respects to

those ast forth here for GEF investmest

Operstions.

5. Rosolution of the Exscutive Directors No. 91-5, March 14, 1991. However, GEF Puasticipents msy aiso contribute 1o the
GET—the core fund—and/or to GEF cofinancing under arrangements agread individually with the Baak.

6. The GEF Liplementanon Comminee ensures interagency coordination of GEF implementation berween the semianoual meetings
of Panticipanis. The commitiee is compoesd of the managers with GEF responsidilitien in UNDP, UNEP, and the Bank.

7. The GEF Chairman is appointed by the Presid

This directive war prepered for the guidance of s3gff of the World Bank and is not aecessartly & complase resamen: of the subjecss covered.
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included in the work program; GEF components
that are not in the work program canmot be asso-
ciated with Bank-financed projects.® GEF oper-
ations implemented by the Bank are approved by
Bank managemenat. The Bank's Board approves
the projects o be financed by the Bank and takes
note of the GEF component.

4. Normally, GEF projects are investment oper-
stions and are expected o be comporents of
Bank-financed projects in related fields; on an
exceptiomal basis, however, they can be free-
sanding investment operations. Free-standing
operations are limited in size to USS10 million.’
This directive describes exceptions to standard
Bank procedures for both cases.

5. GEF Participants who enter into cofinancing
arrangements with the GEF come © sepanae
-understandings with the Bank. These under-
standings usually enuil rights o (2) identify and
propose GEF projects, subject o all eligibility,
review, and clearance arrangements applying
GEF-funded projects; or (b) cofinance projects in
the GEF work program and participate under
arrangemients agreed with the task mamger (TM)
in project preparation, appraisal, and negotiations.
Understandings with Participants on arrangements
o utilize their GEF cofinancing are available
from the office of the GEF Operations Coordi-
nmawr. Procedures for coliaboration between
regional banks and the Bank in implemexnting the
GEF are under preparation and will be agreed
with those banks.

Execution of UNDP GEF Projects
by the Bank

6. Although the need is not normally envisaged,
in exceptonal circumstances” the Bank may

execute UNDP GEF technical assistance projects.
In such circumstances, clearance by the Regioml
vice president (RVP) is required under sandard
procedures.’! The Bank’s costs are met from the
GEF administrative budget; the Bank does not
charge UNDP fees for executing agency services.
nlspohcyappheseqmuybhnkmmof
UNDP-administered  preinvestment  smdies
financed by the GET.

Processing of GEF Projects as Components of
Bank-Finsnced Projects

The Processing Cycle

7. Iderification. Governmenss'> may forward
project ideas © the Bank and/or the UNDP resi-
dexnt representatives. However, GEF projectideas
may arise and be wansmiteed to the sector oper-
atons divisions (SODs) through other routes.
Explicit support from the govermment is required
before any project is submitted by the GEF Chair-
man for review by GEF Participanms, The
Regiomal environment division (RED) chiefs
should serve as clearing agents for GEF project
ideas emamting from the Unied Nations (UN)
system and should pass on the ideas © depart-
mental GEF coardinatars. Whesn country depan-
ments receive requests directly from governments
or other sources, they inform the REDs.

8. Execurive Project Summary. There is a sepa-
rate Executive Project Summary (EPS) for the
GEF component of a Bank-financed project; the
GEF-EPS and the EPS for the Bank-financed pro-
ject are normally prepared and processed wogether
(for the format of the GEF-EPS, see Annex A).
The Inital EPS (IEPS) for the associated Bank-
financed project motes the existence of a GEF
component and a separate GEF-IEPS and refers ©

8. However, procedures outlined in paras. 14-16 and 20-21 spply whez, in exseptionsl circummasces, the associstad Benk-finasced
projoct has siready boen presentad to the Board before the GEF compoacet is reviewed by Participants as part of the GEF work

program.
9. Grants for GEF operstions are desominated i SDRs.

10. Sec OMS 4.30, The Worid Bant and the Unised Nazions Developmens Prograwens.

11. Dbid.
12. Regarding other sources of project idsas, sac para. 3.
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the technical review arrangements proposed for
the GEF-IEPS.

9. IEPS Review. To ensure quality, an inde-
pendent technical review of the GEF-IEPS is
required. The GEF Operations Coordinator parti-
cipates in IEPS review meetings. This technical
review the reviews required by
OD 9.00, Processing of Investmens Lending. The
technical review, which concerns oaly the GEF
camponents of the project, normally takes place at
the same time as the review of the IEPS for the
.associated Bank-financed project. Once prepared,
a GEF-IEPS is submitted by the TM, through the
SOD chief," to the RED chief. The RED chief
assembles a technical review panel comprising
Bank technical adviser(s) and cutside specialist(s)
(see para. 27(b)) selecied by the TM in consul-
tation with the RED and SOD chiefs; the TM and
the GEF Operations Coordinator; and, when inter-
national tweaties and conventions apply, a
represeatative of the Legal Department. At jeast
one of the outside specislists must come from
rosters prepared by the Scientific and Technical
Advisory Panel administered by UNEP (rosters
are available from the Bank’s GEF Operations
Coordinator). The RED chief submits the GEF-
IEPS to the technical review panel and provides
UNDP and UNEP with a copy of the IEPS for
comment, although these agencies have no clear-
ance or veto powers on GEF investment projects.

10. The technical review panel, chaired by the
RED chief or a designee, meets to review the
GEF-IEPS. Within 5 working days after the
technical review panel meeting, the Bank
technical adviser on the panel provides to the
RED chief 2 wrinen opinion based on the com-
ments of the panel members, UNDP, and UNEP.
Within 10 working days after the technical review

panel meeting, the RED chief submits the tech-
nical panel’s opinion to the SOD chief. The
opinion indicates (a) whether there is a need for
preinvestment studies; (b) whether the GET
should make preparatory resources available for

further project processing; and (¢) what revisions
the IEPS will need before the project is presented
© the GEF Implemenmtion Committee. The
GEF-IEPS technical review phase is carried out
on behalf of the country deparuments, which
remain responsible for all processing and line
mamgement decisions. If a country department
duma:hﬁckﬂ)mmpapro}eﬂ,the

transmits the technical opinion to the RED chief.
Following the technical review panel meeting, the
GEF-IEPS is modified in accordance with the
recommendations made in the technical opinion
and forwarded w© the GEF Implemenmtion
Committee. The GEF Implementation Commirtee
approves the inclusion of the project in a work

11. GET Project Prepararion Support. Preinvest-
ment studies under the GET may be fimanced
through the GEF preinvestment facility (PRIF) or
the GEF Project Preparation Advances (PPA).
Both are funded from the GET. (See Amnex B
[forthcoming] for further information about the
PRIF and Annex C for further information about
the GEF-PPA). To be eligible for financing from
the PRIF or PPA, projects must have passed
sages (a), (b), and (c) in para. 3. In the case of
the PRIF, the Bank may serve as executing
agency for UNDP under the arrangements that
apply to Bank execution of UNDP GEF technical
assistance projects, defined in para. 6. The GEF-
PPA and the PRIF differ substantively in only two
respects: execution options and funding caps.

13. While in most cases GEF operations arc usdertakes by SODs, coustry operations apd tochnical department divisions may also
be responsible for processing such projects. If 8o, their lioc managers are required to fulfill the roles for SOD chiefs described
in this directive, although the sponsonng SOD or country operatioas diviswa chief is still invoived.

This direcave was preparsd for the giadance of siaff of e Worid Bank and is not necessanly a compieic treatmens of the subjects covered.
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PPA grants are capped at SDR | million and are
executed by governments. PRIF grants are nor-
mally executed by the Bank and, by agreememt
with the implementing agencies, are capped at
$2.5 million.

12. Preparation. UNDP may exercise the option
© participate in Bank-led GEF missions for pre-

paring (and appraising) related technical assistance
and training components. UNEP may participate
in such missioms 10 offer the required specialized
wechnical and scientific advice. In cither case, the
Bank’s TM appoints mission members (as is usoal
for Bank-financed investment projects), and the
SOD chief issues their terms of reference. Each
Bank TM and each UNDP and UNEP manager
explicitly agrees that if inputs satisfactory w the
Bank are not ready by the specified dates, the TM
has the right to make other arrangements for the

13. FEPS Review. The GEF-EPS evolves from
a0 IEPS © a Fimal EPS (FEPS) stage. The GEF
component is described in the Swff Appraisal
Report (SAR) for the Bank-fimanced project.
Sundard procedures described in OD 9.00, Pro-
cessing of Invessmers Lending, apply. The office
of the GEF Operations Coordinator participaes in
the FEPS review.

14. Approisal. Appriinal procedures are
described in OD 9.00, Processing of Investmen:
Lending. Normally, appraisal of GEF compo-
nmnbspheemdnneomlymﬁmmlof

when association with the Bank-financed project
is required for effective implementation of its
GEF component, appraisal of the GEF component
may occur after Bosrd presentation for the Bank-
financed project.

15. The GEF component is described in the Saff
Appraisal Report (SAR) for the Bank-financed
project, and the description in the SAR is similar
to that of any other project component. The SAR

for the associated Bank-fimanced project also
includes proposed GEF cofimancing in the
fimancing plan. When the GEF component is t©
be appraised after Board presenmtion, documen-
tation oo the GEF component in the SAR should
be as complete as possible, incorporating all rele-
vmﬁcskmwnatﬂmmpofm The

16. Instead of an SAR, GEF components (and
free-standing projects) have a GEF Memorandum
and Recommendstion of the Director of the
Country Department concerned (MOD). A white

‘cover draft should normaily be zvailable at the

GEF-FEPS stage. The MOD encompasses (2) 3
umm&govmspohmfw&
environment (drawing, in particular, on the
government’s Environmental Action Plan or other
policy measures to be undertaken by the govern-
ment in the context of the GEF operation); (b) 3
full description of the project; and (c) the tech-
nical and other annexes used in the SAR for the
Bank-financed project. The MOD uses annexes,
as appropriate, for expanded description of special
technical, policy, or other features of project
design, or of the special resources or giobal
environment improvements that the project
focuses on. (For the format of the MOD, see
Amex D.)

17. Yellow Cover Review Meeting. When
apprainal of the Bank-fimnced project and
sppraisal of the GEF component are synchronous
(sce para. 14), the TM issues the MOD with other
sundard project documents as the basis for the
randum notes (as required in OD 9.00, Processing
of Investmery Lending) the changes made in all
documents. The GEF Operations Coordinator
participates in the yellow cover review meeting.
Within 10 working days after the issuance of the
yellow cover SAR and the MOD, the lawyer

This direcsive was prepared for she guidance of sasfl of the Weorld Bank and is net rily ¢ plese » of the sulyecss d



THE WORLD BANK OPERATIONAL MANUAL

Operational Directive

May 1992
OD 9.01
Page Sof 7

issues the legal documents for the GEF compo-
nent of the Bank-financed project. These legal
documents are simple smndard instruments that
specify grant amounts™ and contain the minimum
required conditionality. The documents are
subject o clearance as outlined in OD 14.40,
Trust Funds and Reimbursgble Programs, with
respect to trust funds for which the recipient is the
executing agency. If appraiml of the GEF com-
ponent occurs later than that of the associated
Bank-financed project, 3 scparate meeting ©
review the GEF yellow cover documents may
be required.

18. Negoriarions. If processing schedules for the
GEF component and the associated Bank-financed
project differ, separate negotiations are necessary.
Normally, however, negotiations for both occur at
the ame time. Substantive policy-related condi-
domality is awmached to the associzted Bank-
financed project and included in appropriate pro-
visions in the Bank’s legal docurnents. However,
conditionality may be associated directly with the
GEF project, if it is required for successful imple-
mentation of the GEF compopent. Further, if
successful GEF project implementation depends
on the implementtion of the associsted Bank-
may be included in the GEF legal documents.
Because funding of the GET is in the form of
cofinancing, the usual cross-default clauses are
used in accordance with existing Bank practices
for investment operations. At negotiations, Bank
saff seek the GET gramt recipient's formal
approval to provide public access to the MOD.

19. Minwes of Negotiations. These minutes refer
© the outcome of negotiations of the GEF compo-
pent of the project. They also reflect the GET
grant recipient's agreement to allowing public
access to the MOD. The minutes are copied to
the GEF Operatons Coordinator.

20. Project Approval. If pegotiations are success-
ful, the TM drafts the Notice of Status of Negoti-
ations and assembles the following documentation:

(a) the Notice of Status of Negotiations;
(®) the MOD;
(¢) the legal documents;

(0 a memorandum from the office of the
GEF Operations Coordinator to the
country department director indicating
that the proposed project is consistent
with the project endorsed by the GEF
Participants, and confirmed by the GEF
Chairman, as part of the GEF work pro-
gram for investment operations; and

(¢) a transmital memorandum seeking the
spproval of the Regional vice president
(RVP) for the GEF component.

The country department director transmits these
documents © the RVP. The RVP signs the trans-
mital memorandum and returns it to the country
department director, suthorizing the country
department director © sign the GEF legal docu-
ments sfter the associated Bank-fimanced project
bas been approved by the Board. The TM sends
a2 copy of the notice approved by the RVP to the
GEF Opentioms Coordimator's office, which
serves a3 the repository for all documents on GEF
investment operations. The MOD in its complete
form is attached as an annex 10 the Memorandum
and Recommendation of the President (MOP) of
the associawd Bank-financed project. The MOP
indicates that the RVP has spproved the GEF
component, subject to the Board's approval of the
Bank-financed project. The GEF-MOD, attached
for reference only to the MOP, is printed with a

14. SDR equivalents of U.S. dollar amounts are exabligshed by the Loas Departmant on the aame basis as for [DA credits.

This direcowe was prepared for she guadance of uall of tha Warid Benk and is nst awrily 8 ssmpless & of the muby
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light blue cover and distributed to the executive
directors by the Secrewary's Deparunent.

21. If the appraisal of the GEF component takes
place after the Bank-financed project is presented
to the Board, the MOD is circulated by the Secre-
tary’s Department for information to the executive
directors whose countries are Participants. The
GEF Operations Coordinator’s office circulates
the MOD t the home offices of GEF Participants
separately. However, if the GEF component was
not in the GEF work program st the time of
Board presentation of the Bank-financed project,
(a) the Board is requested o approve, on a
no~objection basis, the modification of the Rank-
financed project to incorporate the GEF compo-
nent, (b) the MOD for the GEF component is
attached o the request © the Board for reference;
and (c) the MOD is sent by the country depan-
men: directar © the RVP for approval. The
RVP’s approval of the GEF component is subject
0 Board approval of the amendment © the Bank-
financed project. Once the Board has approved
the associated Bank-financed project, or the
amendment to include a GEF component in such
a project, the GEF Operations Coordinator's
office circulates the GEF MOD © the repre-
sentatives of GEF Parnicipants in their home
offices. The GEF Operations Coordinator makes
the MOD available to the public.

2. Signing. The GEF legal document is mor-
mally signed when the Bank loan is signed. The
country department director, or the authorized
alternate, signs the legal documents for the GEF
component, and the lawyer ensures that the Trust
Funds Administrator, the disbursement officer,
and the GEF Operations Coordimator receive
copies of the signed legal documents.

23. Press Release for GEF Project. The Infor-
mation and Public Affairs Division (EXTIP) pre-
pares the press release after consulting with the
TM and the GEF Operations Coordinator.
EXTIP determines jointly with the SOD chief
when to issue the press release.

24. Procurement. GEF procurement is governed
by Guidelines: Procurement under IBRD Loans
and IDA Credits (Washington, D.C.: Warld
Bank, 1985) and by the procedures outlined in
QD 11.00, Procuremenr; OD 11.01, Counery Pro-
curemens Assessmens Reports; OD 11.02,
Procuremers Arrangemenzs for Investment Oper-
ations; OD 11.04, Review of Procurement Docu-
mentation and Decisions for Lending Operasions.
The use of consultants is governed by Guidelines.
Use of Consultanes by World Bank Borrowers and
by the World Bank as Executing Agency
(Washington, D.C.: World Bank, 1981) and by
the procedures outlined in OD 11.10, Use
of Consulianzs.

25. Dishursements. GEF disbursements are
governed by procedures outlined in OD 12.20,
Special Accounts; OMS 3.30, Disbursemens; and
Circular Op 6780, Staremenss of Expenditure:
Interim Guidelines.

Processing of Free-Standing GEF Projects

26. The same invesunent lending procedures that
applybGEFenmpomxpplybfme—mndmg
GEF projects, except for extermal

requirements. Byapeemwnh&ehma-
pauts, a freestanding GEF operation should not
exceed USS10 million; no such limit is applied t©
a GEF compopent of a Bank-financed project.
Bank mamgement is authorized, by agreement
with the Participants, to spprove free-standing
projects up © USSS million under the same
arrangements as GEF components, once partici-
pants have reviewed the projects without objec-
tion. For a project between USSS million and
USS10 million, Participants specifically review
the most recent EPS at their semiannual meeting.
Following this special review, Bank mamagement
is authorized % approve funding for such projects.
Once negotiations are completed and the RVP has
approved the free-sunding GEF project on the
basis of the transmittal memorandum from the
country department director (sec para. 20), the
MQODis circulated by the Secretary’s Department

Thus cdurwcnve was prepared for the guidance of ssaff of the World Bank and s nec srily & compi of the sub;




THE WORLD BANK OPERATIONAL MANUAL

Operational Directive

May 1992
OD 9.01
Page 7 of 7

to the executive directors whose countries are
Participants. In addition, the office of the GEF
Operations Coordimator circulates the MOD ©
GEF Participants in their home offices. In
respect t0 all other processing steps, a free-
standing GEF project should be processed in the
same mamner &8s a GEF compopent (see
paras. 7-25).

Additional Assignments

27. The following tasks are additiomal t the
assignments defined in OD 9.00, Processing of
Investmery Lending:

(3) Regional Environment Division. The
RED is responsible for coordinating the
technical review of GEF projecs
ensure that they represent the best avail-
able use of GEF resources for the fulfill-
ment of GEF objectives, taking imo
account (i) the objectives and design and
eligibility criteria for GEF operations
provided in the founding agreement for
the GEF," and (ii) Scientific and Tech-
nical Advisory Panel guidelines for pro-
ject selection and priorities that are
issued and revised periodically.’* TMs
are responsible for all project-specific
UNDP and UNEP contacts. Because of
extensive collaboration with UNDP and
UNERP in identifying and screening GEF
projects, the RED chief is normally the
Regional contact for UNDP and UNEP
regional officers on GEF Regional

®)

portfolio management issues. Apart
from the GEF technical review, the role
of REDs in reviewing GEF components
ar free-sanding projects is an integral
part of their standard responsibility for
reviewing and clearing the treatment of
environmental issues in investment
operations.

Environment Deparrment. The ENV
Director is responsible for preparing 2
roster of technical advisers (see the
discussion on peer reviewers in
OD 9.00, Processing of Investmens
Lending). The UNEP's Scientific and
Techrnical Advisory Panel prepares and
maintzins for the Bank's technical review
panels a roster of outside advisers who
are imernatiomally renowned (sec
paras. 2 and 9). At least one of the
outside specialists on the project-specific
technical review panels must be drawn
from the roster of UNEP's Scientific and
Technical Advisory Panel. To ensure
that Regional staff have access o the
roster, the GEF Administrator, ENV,
epsures that the Chairman of UNEP’s
Scientific and Technical Advisory Panel
submits the roster o the GEF Chairman
GEF Operations Coordimator in ENV has
specific responsibilities for facilitating
the processing of GEF operations (see
panas. S, 9, 10, 13, 17, 20-23, and 26).

15. “Esxablishment of tbe Global Enviroament Facility™ (Washington, D.C.: Worid Benk, February 1991).
16. “=Critena for Eligibiley and Prioritses for Selection of Global Environment Facility Projects,” Scientific and Technical Advisory

Psncl, November 1991.

Thus direcave was prepared for the puadance of siaff of the World Rank end s moe
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Procedures for Global Environmental Facility Investment Operations

Guidelines for Executive Project Summary

1. The Global Environment hcihty (GE!-)
Executive Project Summary (EPS)' is a key
decision-making document for mamagement. It
begins as the Initial EPS (IEPS) when the project
ides is formmlgted and becomes more specific
over the project cycle. The Fimal EPS (FEPS)
serves as the basis for the Regional vice president
(RVP) t spprove the appraisal mission. The

FEPS subsequently serves as the basis for the

Memorandum and Recommendation of the
Director of the Country Deparmnent  concerned
(MOD). The EPS in all its stages-—from IEPS ©
FEPS—is limited to three to six pages and
features the sections emmerated below.

2. Introductory Section. In tabular form, iden-
tifies the country and project, the associated Bank-
financed project (if applicable), the borrower,
- beneficiary, and financing plan, and the tentative
dates for appraisal and Board preszntation.

3. Country or Seczor Background. ldentifies
GEF eligibility in terms of a per capita GDP ator
below $4,000 in 1989, and provides the exact
figure. Indicates the importance of (a) the
targeted biodiversity resource, (b) the technology
or technique for abating global warming, (¢) the
reduction of pollution in international waters, or

(d) the measures for protecting the ozone layer.
Indicates the sectoral comtext of the proposed
intervention and identifies the global importance
and replicability of the technology and/or tech-
nique the project seeks to demonstrate. Discusses
the country environmental strategy and the policy
framework for environmental management Spe-
cifically mentions the existence of an environ-
mental action plan (EAP) or the progress being
made toward the preparation of the EAP or a sub-
suantially equivalent national policy framework,
txﬁthelcuﬂlmdmableforproposedm

5. Profect Description. Briefly describes the
project and designates the GEF project type
(Type 1, 2, or 3).2 Lists the major components,
their shares of total project costs, and the policy
and institational reforms being supported to
ensure effective project implementation. Indicates

In this annex, “EPS,” “IEPS," and “FEPS® refer v “GEF-EPS,” “GEF-IEPS,” and “GEF-FEPS"; “project” refars t either
a fres-standing GEF project or s GEFF composent of ¢ Baok-financed project.

Type 1: Tbe project is economically viable in tarms of the benefits and cOss to the country itsel!. This type of project is not
geoanally eligible for GEF financing wnless Participasts agres that s compelling cass has besn made that the operation in guestion
will aot proceed without GEF involvement, despite the siractive rate of return.

Type 2: The mvestment, under which submantial global environmenta! beoefits would be realizod, would not be justified in
& country context if the implementing coustry bad to besr the full coss. However, if parnt of the costs can be offsst by
concessional assisance from the GEF, the overall project can be made attractive t the implementing country. The project is
eligible for GEF funding if it meets the required cost-effectivensss critaria.

Type 3: The invesument is justified in a country contsxt, but the country would ased to incur an increase in costs t bring abow
additional giobal benefus. The increass in coss required to accommodate giobsl concerna, if & is within the com-cffoctivensss
guidelines, is aligible for GEF funding.

Sec “Establishmeat of the Global Environment Facility” (Washington, D.C.: World Baak, February 1991) p. .

This direcave was prepared for the guidance of s1af) of the World Benk end s not aecezsarily & compicie resmmens of the aubjecss coversd.
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provisions made for baseline assessments, mon-
human resource development. Describes (a) the
form of innovation being sponsored by the proj-
ect, (b) what is innovative about the technology
and/or technique to0 be applied, (c) the context in
which the innovation is applied, and (d) whether
kmowledge and approaches in meecting project
objectives.

6. Projex Financing. Summarizes the external
and domestic financing arrangements for the
project,  highlighting complex cofimancing
arrangements.

7. Project Implementation. Summarizes the
plans for project implementation, including peoj-
ect mampgement arrangements, the names and
responsibilities of participating agencies, and, if

applicable, onlending arrangements. Exampie:
Forhod:vmtypmpas mdiats(a)lheroleof

capacity to implement the project.

8. Prgjecx Suswainabiliry. Indicaws how the
project design contributes w0 the insttutional and
financial susminability of the project. Examples:
For biodiversity projects, indicates the policy- and
project-supported measures 10 meet the recurrent
costs of the institutions responsible for protecting
the targeted biodiversity during and beyond the
project’s life. For projects that support energy
production and marine waste coliection and dis-
posal facilities in ports, indicates how wmriffs or
disposal fees and revemes from the sale of recy-
cled wastes contribute to cost recovery.

9. Lessons from Previous Bank or IDA Involve-

men:. Summarizes the lessons learned from
ongoing and completed operations and from the
relevant Project Completion Reports (PCRs) and
special sdies prepared by Sector and Operations
Policy, the Operations Evaluation Department,

and other Bank units that review lessons learned
by the Bank or others in designing and super-
vising projects with similar objectives. Indicates
explicity bow the proposed project refiects
those lessons.

10. Rarionale for GEF Funding. Explains the
unique and catlytic function of the GEF’s support
for the project. Indicates the comtributions of the
project ©0 the GEF's scientific objectives and
identifies how the project addresses project
priorities and meets the scientific and technical
selection criteria of the Upited Nations Environ-
ment Programme's (UNEP's) Scientific and Tech-
nical Advisory Panel. Also indicates how the
project meets GEF's general design criteria of
(2) demonstration value and replicability outside
the bost country, (b) contribution to instimtional
capacity and human rescurce development, and
(c) understanding of the baseline conditions of the
resource and the provisions for monitoring and
evaluating the project’s impact. Indicates the
contribution of the project © sectoral policy
objectives, institutional development, and other
goals that would not be achieved without

11. Issues and Actions. Discusses outstanding
project issues and how they are to be handied.
Indicates target ranges for, and the tming of,
popoedeondmomhtylhansdmptdnm
effective i of the GEF project.
Discusses the adequacy of the project’s manage-
ment capacity, COSt recOovery arrangements, tar-
iffs, and fimancial covemants. Example: For
biodiversity operations, addresses measures
reguired 0 demarcate or legally designate pro-
eced areas and ©© make satisfactory institutional
tection. Indicates proposed exceptions to procure-
ment or cost-sharing guidelines and describes
requirements for incorporating cofinanciers’
armangements for implementing the project’s
financing plan.

12. Environmental Aspects. Indicates the envi-
ronmental category assigned o the GEF project.

Thus direcove war prepered for she gridance of qff of the World Bank and is nox arily & compi of the subj coverad.
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Where relevant, because of the environmental
category assigned, summarizes (a) major environ-
mental and natural resource management issues;
(b) preparation stams or conclusions of the
environmental assessment; (c) required actions,
such as consultation with affected groups and
NGOs; and (d) how major issues are to be
addressed or how they have been resolved.

13. Project Benefits. Summarizes the main proj-
ect benefits. Where applicable, expresses these
benefits in quantitative terms and shows, where
feasible, the expected rate of return of the project
with and without the benefit of GEF financing.
For projects that mitigate global warming or the
pollution of international waters, uses such quanti-
tative measures of project performance as unit
costs of avoiding atmospheric carbon emissions
and the costs of collecting and disposing of
marine pollutants. When benefits cannot be quan-
tified, provides other appropriate quantified mea-
sures of performance to establish the project’s
beneficial impact consistent with GEF scientific
objectives. Summarizes institution-building fea-
wures and other intangible benefits.

14. Risks. Summarizes relevant project risks,
including (a) project-specific issues, such as the
instmtional capacity of the project-implementing
agency and its commitment to enforcing emabling
legislation for biodiversity protection; and
(b) broader issues, such as a conflict between
incentives at the macroeconomic level and those
required at the project level (e.g., distortions in
energy pricing reducing returns on project invest-
ment). Summarizes the results of any sensitivity
amalysis and indicates key variables influencing
project success. Cites appropriate design features
that help address project risks.

15. Staff Review Arrangemenss. Lists the names
of the sk manager, the division chief, the
country department director, and the peer
reviewers. Also identifies the economic, scien-
tific, and technical review functions fulfilied by
the nontechnical peer reviewers for the GEF pro-
ject and by GEF technical advisors and outside
specialists as part of the technical review process.

This direcove was prepared for the puadance of sigf] of she World Bank and u noi ily @ complese & of the
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Sample Letter of Agreement for
a Project Preparation Advance from the Global Environment Trust Fund

[Daze]
[Asghorized Goverrment Official]
[Name of Country]
{Address]
Re: Advance for Preparation of

{Name] Project

GET-PPA [Number}!
l;ur Sir/Madam:

1 am writing on behalf of the International Bank for Reconstruction and Development acting as
Trustee of the Global Environment Trust Fund (GET) (the Trustee) to indicate the Trustee's agreement to
grant to the [name of counrry] (the Recipient) an Advance in an amount not exceeding Special Drawing
Rights [SDR amowru] (the Advance). The purpose of the Advance is to finance cermin expenditures required
for the preparation of a project [brief outline of project], for the carrying out of which the Recipient [has
requested) [irsends 10 requesi] the financial assistance of the Global Eavironment Trust Fund.

The Advance is granted for the purposes and on the terms and conditions set forth in the Attach-
meats I-II herew, and the Recipient represents, by confirming its agreement hereunder, that it is authorized
to contract and withdraw the Advance for the said purposes and on the said terms and conditions.

The grant of the Advance does not constitute or imply any commitment on the part of the Trustee,
the International Bank for Reconstruction and Development in its own capacity or the Imternational Develop-
ment Association, to assist in financing the project for the preparation of which the Advance is granted.

1. The GET-PPA number is provided by the Trust Funds Administrator (sec pars. 3, Annex C of this directive).

Thaz dirvcnve was prepered for the guldance of sigff of the World Bank and (s not rily & compies » of the subjecs covered.
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Sample Attachment I to Letter of Agreement:
Purposes, Terms, and Conditions of Advance

1. The activities required to complete the preparation of the project for which the Advance is granted are
as follows: ’

[Brief description of project preparation activities reguired and method of carrying them o.]
2. Expenditnres to be fimanced with the Advance are

[Liws expenditures by category, the amount to be allocated for each category, and percentage rate
of disbursement.]

3. The Recipient shall carry out the project preparation activities outlined above with due diligence and
efficiency; promptly provide the funds, facilities, services, and other resources required for the purpose; fur-
pish to the Trustee all information covering such activities and the use of the proceeds of the Advance as
the Trustee ghall reasomably request; and from time to time exchange views with the Trustee’s repre-
sentatives on the progress and results of such actvities.

4. To faciliaee the carrying out of the said project preparation activities, the Recipient may open an
account (the Special Account) in [currency] in [name of the bank] according to the terms and conditions set
forth in Atachment II. The depository bank of the Special Account shall confirm in a form acceptabie
the Trustee that the funds in the Special Account will be segregated as a special deposit for the specific pur-
poses for which the Advance is graned and that the funds are not subject o claims of setoff, seizure,
or amtachment

5. Consultants (experts) acceptable to the Trustee [shall be employed] [have been employed) by the Reci-
pient on terms and conditions stisfactory w0 the Trustee for [project preparation activiries for which
consultants’ or experss’ services are required]. The consulants (experts) [shall be] [have been) selected in
accordance with principles and procedures satisfactory 10 the Trustee and on the basis of Guidelines: Use
of Consulianrs by World Bank Borrowers and by the World Bank as Executing Agency (Washington, D.C.:
World Bank, 1981). No substitution of such consultants (experts) or madification of the terms and condi-
tions of their employment shall be made except with the prior approval of the Trusiee. [Procuremens of
goads and works, If any, should be carried owt in accordance with Guidelines: Procurement under IBRD
Loans and IDA Credits (Washingron, D.C.: World Bank, 1985).] [This paragraph should specify the pro-
curemens procedures to be followed.)

6. Withdrawal, use, and refunding of the Advance shall be made in accordance with the Financial Provi-
sions Applicable to Advances for Project Preparation (the Financial Provisions) set forth in Attachment .

7. The date [month/day/year]” is hereby specified for the purposes of paragraph 10 of the Financial Provi-
sions (Awachment IIT). No withdrawals of the Advance shall be made after that date, and any amount of
the Advance then remaining unwithdrawn shall be canceled, unless the Trustee establishes 2 later date for

the purposes of paragraph 10.

s This daie shall be two years from the date of sigaanurs of the Trustec's (Baak's) Jetzer to the Recrpient.

This dirccsive was prepared for the guidance of aqll of the World Bank and i3 not necexsarily a compleie tressmers of the subject coverad.



THE WORLD BANK OPERATIONAL MANUAL May 1992

o . o OD 9.01—Annex C1
Operational Directive Page 4 of 7

8. Withdrawal applications for the Advance shall be signed on behalf of the Recipient by [azhorized Gow-
emmery official] or any person designated in writing by said [@ahorized Governmens official]. Authenticated
specimen sigmatures of the designated persons shall be provided with the first application.

This directrve was prapared for the guidance of B4f] of the World Bank and is ncx necesarily & compicic sreamneni ¢f the subjocss coverad.
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Sample Attachment II to Letter of Agreement:
Special Depoasit Account

1. For the purposes of this Attachment,

(3) the term “categories™ means categories of items to be financed out of the proceeds of the Advance
as set forth in paragraph 2 of Attachment J;

() the term “eligible expenditares™ means expenditures in respect of the reasonable cost of goods and
services required for the project preparation activities to be financed out of the proceeds of the
Advance; and

(c) the =rm “Authorized Allocation” meaps an amoumt equivalent to [amowr in ] to be with-
drawn from the Advance and deposited in the Special Deposit Account (the Special Account) par-
suant 10 paragrapb 3 (a) of this Attachment,

2. Payments out of the Special Account shall be made exclusively for eligible expenditures in accordance
with the provisions of this Attachment.

3. After the Trustee has received satisfactory evidence that the Special Account has been duly opened,
withdrawals of the Authorized Allocation and subsequent withdrawals w replenish the Special Account shall
be made as follows:

(a) For withdrawals of the Authorized Allocation, the Recipient shall furnish o the Trustee a request
or requests for a deposit or deposits that do not exceed the aggregate amount of the Authorized
Allocation. On the basis of such request or requests the Trustee shall, on behalf of the Recipient,
deposit in the Special Account such amount out of the proceeds of the Advance as requested by
the Recipient.

(b) For replenishment of the Special Account, the Recipient shall furnish © the Trustee requests for
deposits into the Special Account at such intervals as the Trustee shall specify. Prior to or at the
time of each such request, the Recipient shall furnish 10 the Trustee the documents and other evi-
dence required pursuant o paragraph 4 of this Attachment for the psyment or payments in respect
of which replenishment is requested. On the basis of each such request, the Trustee shall, on behalf
dmmmmm:mhsmmmdhwﬁhmm:m
as is requested by the Recipient and shown by said documeats and other evidence to have been
made out of the Special Account for eligible expenditures.

4. For each payment made by the Recipient out of the Special Acconnt, the Recipient shall (3t such time
as the Trustee shall reasomsbly request) furnish to the Trustee such documenss and other evidence showing
that such payment was made exclusively for eligible expenditures.

5. Nowwithstanding the provisions of paragraph 3 of this Atachment, the Trustee shall not be required to
make further deposits into the Special Account

(@) if at any time the Trustee determines that all further withdrawals of the Advance should be made
directly by the Recipient; or

Ty dirvenwe was prepared for e guidance of adfl of the World Bank and is not necessarily & compisse oreamment of the suipecss covered.
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(b) once the tonl unwithdrawn amount of the Advance equals the equivalent of twice the amount of
the Authorized Aliocation.

Thereafter, withdrawal of the Advance proceeds remaining unwithdrawn shall follow such procedures as the
Trustee shall specify by notice to0 the Recipient. Such further withdrawals shall be made only after and w0
the extent that the Trustee shall have been satisfied that all such amount remaining on deposit in the Special
Account as of the date of such notice shall be utilized in making psyments for eligible expenditures.

6. (a) If the Trustee determines at any time that any payment out of the Special Account was

() made for an expenditure or in an amount not eligible pursuant © paragraph 2 of this Amach-
ment, or

(i) not justified by the evidence furzithed 10 the Truswee;
then the Retipient shall, promptly upon notice from the Trustee,
(@) provide such additiomal evidence as the Trusee may request, or

(i) deposit into the Special Account (or, if the Trustee shall 30 request, refund ©o the Trustee)
an amount equal ©© the amount of sach payment or the portion thereof not 20 eligible
or justified.

UM&TWMMW.mWWUhTmm&eMm
shall be made untii the Recipient has provided such evidence or made such deposit or refund, as
the case masy be.

(b) If the Trustee determines at any time that any amount outstanding in the Special Account will aot

be required to cover further payments for eligible expenditures, the Recipient shall, promptly upon
notice from the Trustee, refund to the Trustee such outstanding amount.

(c) The Recipient muay, upon notice to the Trustee, refund to the Trustee all or any poction of the funds
an deposit in the Special Account.

(d) Refunds to the Truswee made pursuant 10 paragraphs 6 (2), (b), and (c) of this Attachment shall be
added w the unwithdrawn amount of the Advance.

This dirgcsive was prepered for the guidance of uafl of the World Bank and is not necexeevily a compiese wossmen: ¢f ¥he subjocts coverad.
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Sample Attschment ITI to Letter of Agreement:
Financisl Provisions Applicable to Advances from the
Global Environment Trust Fund for Project Preparation

1. In these Provisions, the term “Trustee™ means the International Bank for Reconstruction and Develop-
ment acting as Trustee of the Global Eavironment Trust Fund.

2. The Trustee shall disburse funds to or on the order of the Recipient (a member country eligible to
receive grants from the GET) from a Project Preparation Advance (the Advance) 10 meet expenditures speci-
fied in the agreement letter for the Advance. The Recipient should submit a written application for
withdrawal in the form specified by the Trustee. The application is (a) signed by an authorized repre-
sentative of the Recipient, and (b) accompanied by evidence of the expenditures made or, if the Trustee shall
30 agree, © be made.

3. The Advance shall be made in Special Drawing Rights (SDRs) as valued by the International Monetary
Fund in accordance with its Articles of Agreement. The amounts of the Advance shall be disbursed in var-
ious currencies equivalent t the SDR amount required to meet an expenditure to be financed by
the Advance.

4. Withdrawals shall be made only for expenditures for services suppliéd from, or goods produced iz,
countries eligible under Guidelines: Procurement under IBRD Loans and IDA Credits (Washingwon, D.C.:
World Bank, 1985).

5. Tke amount of the Advance disbursed carries no interest or other charges and is made available on 2
nonreimbursable basis.

6. The Trustee may, by notice to the Recipient, suspend at any time further withdrawals of the Advance
if (a) funds withdrawn have not been used for the purpose agreed between the Recipient and the Trustee,
or (b) the preparaton activities are not carried out in accordance with the standards or methods agreed
between the Recipient and the Trustee.

7. Atany ume after withdrawals of the Advance have been suspended pursuant to these provisions, the
Trustee may, by notice o the Recipient, cancel any amount of the Advance remaiging unwithdrawn.

8. If the funds withdrawn have not been used for the purpose agreed between the Recipient and the
Trustee, then upon suspension as provided in paragraph 6 above, the Recipient shall, promptly upon wrinen
notice from the Trustee, refund to the Trustee an amount equal o the amount so used or any portion thereof
specified by the Trustee.

9. The Trustee may cancel the Advance in full by written notice to the Recipient if within 90 days after
the date of the countersignature of the Trustee's letter granting the Advance the Recipient has not, in the
opinion of the Trustee, started any of the preparation activities for which the Advance was granted.

10. No application for withdrawals will be accepted by the Trustee two years from the date of the signature
by the Trustee of the letter granting the Advance w0 the Recipient The unwithdrawn amount of the Advance
will then be canceled by the Trustee.

Thus direcove was prepared for the guadance of siafl of she World Bank and i not 1y @ complese of the sub wd.






THE WORLD BANK OPERATIONAL MANUAL May 1992
OD 9.01—Annex D

Operational Directive © Pagelof6

Global Environment Facility Investment Operzations
Guideilnes for the Memorandum and Recommendation of the Director

Introduction

I. The Memorsndum and Reconmendation of the Director of the Country Department concerned (MOD)
provides the basis for the Regional vice president (RVP) to make decisions on the proposed Global Environ-
ment Facility (GEF) investment operation. The MOD comprises 2 text, three schedules,’ and, when loca-
tional information is needed, a map. Since 3 Staff Appraisal Report (SAR) is not required, technical annexes
pravide adequate detail on special technical, policy, or other features of project design, and descriptions of
the special resources or global environmenta! improvements that are the focus of the project.?

Cover
2. The cover formst of the MOD is as follows:

Document of
THE WORLD BANK
FOR OFFICIAL USE ONLY

Report Ni
O,
(Note: No “P™ before Number)

GLOBAL ENVIRONMENT FACILITY
MEMORANDUM AND RECOMMENDATION
OF THE DIRECTOR
[COUNIRY DEPARTMENT)

OF THE

INTERNATIONAL BANK FOR RECOxN_gETRUCHON AND DEVELOPMENT
TO

REGIONAL VICE PRESIDENT
ON A PROPOSED GRANT

FROM THE GLOBAL ENVIRONMENT TRUST FUND
IN THE AMOUNT EQUIVALENT TO SDR. __ MILLION (USS_MILLION)

[BENEFICIARY/COUNIRY}
[NAME FOCI,"RI’; QJECT)
[DATEP
[Name] Division
Country Department [Number]
[Name] Region

1.  Theso schodules are (a) estimated project cosa and financing plan, (b) procurcment aad duisbursement methods, sad (c) timetabie
of key project processing evenu. .

2. Sec OD 1.40, Anaex A, Techmical Amnex 10 the Memorandam and Recowmmendation of the President for Technical Assixance
Projeczs, and Annex A, Scheduie 1: Key Project Activizies.

3. Dae spproved by the country department director.

This dirvcave waz prepared for the guidance of sqf] of she World Bank and is 5ot accassarily & compiase treemens of the subject covered.



THE WORLD BANK OPERATIONAL MANUAL May 1992
oD 9.01—Ammex D

Operational Directive Page 2 of 6

3. The inside front cover page of the MOD summarizes currency equivalents, weights and measures,
abbreviations and acronyms, and the fiscal year of the borrower and project entities. It uses presentational
conventions as detailed in the Bank's Comnumicarions and Style Guide. A Grant and Project Summary (see
Amnex D1) precedes the MOD text.

Text

Heading

4. The text of the MOD begins on 2 new page following the Grant and Project Summary. It starts with
the following standard beading:

MEMORANDUM AND RECOMMENDATION OF THE DIRECTOR
[NAME] DEPARTMENT [NUMBER]
TO THE REGIONAL VICE PRESIDENT

Introductory Paragraph
5. The introductory paragraph has a standard form:

I submiit for your approval the following memorandum and recommendation on a proposed GET grant
to [Beneficiary/Counsry) for SDR , the equivalent of US$ million, to help fimance a project
for {purpose].

When the Global Environment Trust Fund (GET) is financing a project in association with one or maore
major cofinanciers, they are mamed and the amounts and terms of their financing are indicated.

Main Texi—The Projeat

6. The main text provides sufficient information w0 give an adequate understanding of and justification for
the project. The discussion is seif-contsined. The general format and subjects discussed in the main text
are similar to the format and sections in the Executive Project Summary (EPS), from which the MOD
evolves. Each section normally has one or two paragraphs covering the subjects discussed below.
Depending on the individual project, some subjects require little or no discussion; others may warrant
longer weatmment.

7. Cowury/Secior Background. The MOD succinctly puts the operation into the country context and iden-
tifies the established or emerging environmental policy and the regulatory and institational framework. It
indicates the relationship berween the GEF component and its associated Bank-financed project. It indicates
the linkage between the national environment and the activity that is supported by the GEF for the improve-
ment of the giobal environment, focusing in particular on the environmental dimension of the sector that the
project addresses. It describes the environmental policy framework, the key policy issues, and the govern-
ment’s strategy for addressing the issues. It mentions the existence of environmenml action plans (EAPs)
or substantially equivalent reports on the matioral policy framework and gives the agenda and tmetable for
proposed environmental policy reform. It discusses key long-term goals for- eavironmental management,
priority environmenml policy reforms to achieve such goals, and major constraints that impede

Thas direcaive was prepared for the guidance of naff of ke World Bank and is not arily & compi of she sy
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progress, mwmuwdcmmmmmmmummhmm
in addressing these constraints. It indicates what remains to be done.

8. The MOD briefly describes the main environmental policy and management institutions specifically rele-
vant o the project, outlining their strengths and weaknesses (manmagement, staffing, finance, planning,
coordination, efficiency of servics delivery). It summarizes government strategies for developing these insti-
tutions and for addressing problems. For projects with a focus on decentralized implemenmation, the MOD
outlines the regulatory framework in which the institutions operate. Example: For biodiversity projects,
the MOD assesses the adequacy of the legislation and regulations % demarcate and enforce implemenmtion
of management plans for protectad areas.

9. Project Objecsives. This section summarizes project goals, placing the project objectives in the wider
context of the GEF's scientific objectives.

10. Project Description. This section briefly describes the project and designates the GEF project type
(Type 1, 2, or 3).* Itlists the major components, their shares of total project costs, and the policy and insti-
ttional reforms being supported to ensure effective project implementation. This paragraph indicates provi-
sions made for baseline assessments, monitoring and evalustion, and institstional and humsn resource
development. The paragraph addresses the form of innovation being spomsored by the project, indicating
what is innovative about the techaology and/or technique to be spplied. The section also describes the con-
text in which the innovation is applied, inchuding whether the innovation effectively integrates existing
knowiedge and approaches in meeting project objectives.

11. Project Implemersasion. This section summarizes the plans for project implementation, including project
management arrangements, the names and responsibilities of participating agencies, and, if applicable,
onlending arrangements. Example: For biodiversity projects, the MOD indicates the role of (a) local com-
munities, indigenous peoples, and local and international nongovernmental organizations (NGOs), and (b) the
strengthening of government institutional arrangements and administrative capacity to implement the project.

12. Project Sustainability. This section indicates how the project design contributes to the institutional and
financial susainability of the project. Examples: For biodiversity projects, the MOD indicates the policy-
and project-supported measures to meet the recurrent costs of the instinutions responsible for protecting tar-
geted biodiversity during and beyond the project’s life. For energy production and marine waste collection
and disposal facilities in ports, the MOD indicates how tariffs or disposal fees and revenues from the sale
of recycled wastes contribute to cost recovery.

4. Type 1: Thbe project is ecomomically viabls in terms of the bensfis and costs w the country itsslf. This type of project is st
generally eligidle for GEF financing unless Participants agres that a compeliing case has beso mads that the operstion is quashon
will not procesd withowt GEF involverent, despite the sitractive rats of retura.

Type 2: The investment, uader which subsastial giobal eaviroamental besefits would be realized, would aot be justified in
a country costext if the implementing country had © bear the full costs. However, if part of the costs can be offax by
coscemional aasistance from the GEF, the overall project can be made axtractive ©o the implemesting country. The project is
eligible for GEF funding if t meets the required cos-effectiveness criteria.

Type 3: The invemmaent is justified in & country context, but the country would sead to wcur an mcrease in costs to bring sbout
sddibonal global benefs. The increase in costs required to accommodate global concerns, if it is within the cox-effectivenoss
guideiines, is eligible for GEF funding.

Sec "Esablishment of the Globa! Enviromment Facilty™ (Washington, D.C.: World Bank, February 1991) p. §.

This directtve was prepared jor the gudance of suf] of e Worid Bank and i3 not necessarily 8 compi of the suby
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13. Lessons from Previous Bank/IDA Involvemen:. This section summarizes the lessons learned from
ongoing and completed operations and from relevant Project Compietion Reports (PCRs) and special stndies
prepared by Sector and Operations Policy, the Operations Evaluation Department, and other Bank units that
review lessons lesrned by the Bank or others in designing and supervising projects with similar objectives.
It indicates explicitly how the proposed project design refiects those legsons.

14. Rationale for GEF Funding. This section explains the unique and catalytic function of the GEF's sup-
port for the project. It indicates the contributions of the project 10 the GEF's scientific objectives and identi-
fies how the project meets the scicatific and wechnical selection criteria and project priorities of the United
Nations Enviromment Programme 's (UNEP's) Sciemtific and Technical Advisory Panel. Itaiso indicates how
the project meets the general GEF design criteria of (a) demonstration value and replicability outside the host
country, (b) contribution to institutional capacity and human resource development, and (c) understanding
of baseline conditions of the resource and provisions for monitoring and evaluating the project’s impact. The
section indicates the contribution of the project © sectoral policy objectives, institutional development, and
other gaals that would not be achieved withouwt GEF involvement.

15. Agreed Actions. The MOD summarizes agreements reached with the government and the ultimate bene-
ficiary on specific actions and relates them © key issues identified earlier. It indicates tming. It liss only
those agreements that are reflected in covenants and conditiomality in the legal documents. The MOD uses
wmmuwmumw It does not discuss conditionality on such
routine matters as reporting requirements, unless they are unique or require special consideration.

16. Environmenzal Aspects. The MOD briefly discusses the project’s environmental impact and how envi-
ronmental and namral resource management issues associated with the operation have been resolved. If an
environmental assessment has been prepared, the MOD briefly describes (a) the main findings of the envi-
ronmental assessment, (b) the consultation process with affectzd groups and local NGOs, and () feedback
© these groups and NGOs on the findings of the assessment.

17. Project Benefirs. This section summarizes the main project benefits, expressing them in quantitative
terms, if possible, and showing, where feasible, the expected rate of return of the project with and without
the benefit of GEF fimncing. For projects that mitigate global warming or pollution in imernational waters,
gquantitative measures of project performance should include the unit costs of avoiding atmosphesic carbon
emissions and the costs of collecting and disposing of marine polintants. Where benefits cannot be quan-
tified, the paragraph provides other appropriate quantified measures of performance 10 establish the project’s
beneficial impact consistent with GEF scientific objectives. It summarizes institution-building feamres and
other intangible benefits.

18. Risks. This section summarizes relevant project risks, including (a) project-specific issues, such as the
institutional capacity of the project-implementing agency and its commitunent to enforcing enabling legisiation
for biodiversity protection; and (b) broader issues, such as the conflict between incemtives at the macro-
economic level and those required at the project level. The section summarizes the results of any seasitivity
amlysis and indicates key variables influencing project success. It cites appropriate design features that help

This directive was prepared for she guidance of sgff of the World Bank and is nox necessarily & compisse sreasmens of the subjecss covered.
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19. Recommendation. The MOD uses the following standard form:

1 am satisfied that the proposed grant would comply with the provisions of Resolution No. IBRD 91-§
of the Executive Directors relating to the establishment of the Global Environment Facility and
recommend that the Regional Vice President, [Name of Region], approve it.

[SIGNATURE]

(The Country Department Director's signature appears at the end of the text, as follows:)

Director
[Deparrment)
Attachments
Washington, D.C.
[Same date as on the cover page]
Attachments
Annexes

20. Schedule A. This presentation summarizes in mbular form the estimated project costs and fimancing
plan. It is identical in format to the tables on the project costs and financing plan in a Bank SAR's “Loan
and Project Summary”; there is no specific GEF-SAR, caly the MOD.

21. Schedule B. This schedule provides tables on procurement methods and disbursements. The table on
procurement methods is prepared in line with the presentational conventions discussed in OD 11.02, Pro-
curemers Arrangemenss for Investmeru Operctions. It is identical in format 10 the procurement table
presented in the text of 3 Bank SAR. A disbursements table details the disbursement cargories, the grant
amount allocated to each category, and the percentage of expenditures w0 be fimanced from the grant under
each category. Itis identical with Schedule 1 in the Grant Agreement. A second section presents estimated
grant disbursements by the Bank's fiscal year and cumulatively. Schedule B is identical to the able on est-
mated disbursements in 2 Bank SAR’s “Loan and Project Summary.”

22. Schedule C. This schedule presents a timetable of the project’s key processing events. It indicates
(a) time taken to prepare the project, showing the calendar period from start to completion of project prepa-
ration; (b) names of s&ff who prepared the project; (c) first Bank or IDA mission; (d) appraisal mission
deparwre; (¢) date of pegotiations; (f) planned date of effectiveness; (g) a summary supervision plan
including technical expertise required, proposed frequency of missions, and reporting arrangements for
monitoring and evaluating project implementation performance; and (h) list of relevant PCRs and Project
Performance Audit Reports.

This direcove was prepared for the gndance of aafl of he Waorid Bank and is noc accessarily & complese treasmens of the subjecss covered.
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Guidelines for Preparing the “Grant and Project Summary” for the MOD

{COUNTRY]
[NAME)] PRQIECT
GRANT AND PROIECT SUMMARY

Cofimancier: ‘When applicable.
Beneficiary(ies): When the beneficiary is different from the recipient, this summary provides the

name of the organization(s) principally responsible for using the gramt proceeds.
‘When there is no separate beneficiary organization, the words “not applicable”™ are
used.

Amount: SDRs (USS equivalent).

Terms: OﬂB.

Relending Terms: When applicable, the summary gives the terms of the principal implementing
organization.'

Fimancing Plan: A uble shows the comtribution of the GET Grant, the government, and, where

applicable, other domestic sources and external cofinanciers to the fimancing of
foreign, local, and total costs.

Economic Rate
of Return: Not applicable.

1. The werms under which the goverament or other recipwnt p on the p ds of a grant are given hore. The tmrma applied

Thas direcave was prepared for the guadince of saff of the World Rank and 13 not necessarily a complase treammens of the subyecss coverad.
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Economic Evaluation of Investment Operations

1. The Bank' evaluates investrnent projects to
ensure that they promote the development goals of
the borrower country. For every investment proj-
ect, Bank staff conduct economic analysis to deter-
mine whether the project creates more net benefits
to the economy than other mutually exclusive
options for the use of the resources in question.

Criterion for Acceptability

2. The basic criterion for a project’s acceptability
involves the discounted expected present value of
its benefits, net of costs. Both benefits and costs
are defined as incremental compared to the situa-
tion without the project. To be acceptable on
economic grounds, a project must meet two condi-
tions: (a) the expected present value of the proj-
ect’s net benefits must not be negative; and (b) the
expected present value of the project’s net
benefits must be higher than or equal to the ex-
pected net present value of mutually exclusive
project alternatives.?

Alternatives

3. Consideration of alternatives is one of the
most important features of proper project analysis
throughout the project cycle. To ensure that the
project maximizes expected net present value,
subject to financial, institutional, and other con-
straints, the Bank and the borrower explore alter-
native, mutually exclusive, designs. The project
design is compared with other designs involving
differences in such important aspects as choice of
beneficiaries, types of outputs and services, pro-
duction technology, location, starting date, and
sequencing of components. The project is also
compared with the alternative of not doing it at
all.

Nonmonetary Benefits
4. If the project is expected to generate benefits that

cannot be measured in monetary terms, the analysis
(a) clearly defines and justifies the project objectives,

[ Iy

“Bank” includes IDA, and “loans” includes credits.

All flows are measured in terms of opportunity costs and benefits, using “shadow prices,” and after adjustments for inflation.
Although it has long been the Bank's policy to calculate the expected net present value, standard practice has been to caiculate the
expected internal rate of economic return, that is, the rate of discount that results in a zero expected net present value for the
project. The expected rate of return is not fully satisfactory (e.g., when comparing mutually exclusive project alternatives);
however, it 1s widely understood and may continue to be used for the purpose of presenting the results of analysis.

Note: OP 10.04 replaces the version dated April 1994. Please retain the April 1994 BP 10.04. OP and BP 10.04 are

complemented by OP/BP 10.00, Investment Lending: Identification to Board Presentation, and, in the printed Table of Contents
and the online “Entire Table of Contents” to the Operational Manual, by the documents listed as Other Existing Instructions
adjacent to OPs/BPs 10.01, Technical Criteria; 10.02, Financial Analysis and Management; 10.05, Institutional Criteria; and
10.06, Sociological Criteria (all to be issued). A handbook on the methodology for project economic evaluation will be issued
as GP 10.04. OP and BP 10.04 replace the Operational Memorandum Treatment of Environmental Externalities in the
Evaluation of Investment Projects, 10/4/93, and draw on the following documents (which will be replaced by GP 10.04): OMS
2.20, Project Appraisal; OMS 2.21, Economic Analysis of Projects; OPN 2.0, Investment Criteria in Economic Analysis of
Projects; OPN 2.02, Risk and Sensitivity Analysis in the Economic Analysis of Projects; OPN 2.04, Economic Analysis of Projects
with Foreign Participation; OPN 2.05, Foreign Exchange Effects and Project Justification; OPN 2.06, Use of the Investment
Prenuum and Distribution Weights in Project Analysis; OPN 2.07, Reporting and Monitoring Poverty Alleviation Work in the Bank;
and OPN 2.09, Presentation of Project Justification and Economic Analysis in Staff Appraisal Reports. Questions may be
addressed to the Economic Advisers, Operations Policy Group, OPR.

These policies were prepared for the gutdance of World Bank staff They are not necessarily a complete treatment of the subjects covered

Addinional copies of this document are available on a self-serve basis in the Institunonal Informanon Services Center (lISC). E3200.
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reviewing broader sectoral or economywide pro-
grams to ensure that the objectives have been
appropriately chosen, and (b) shows that the
project represents the least-cost way of attaining
the stated objectives.

Sustainability

5. To obtain a reasonable assurance that the
project’s benefits will materialize as expected and
will be sustained throughout the life of the project,
the Bank assesses the robustness of the project
with respect to economic, financial, institutional,
and environmental risks. Bank staff check,
among other things, (a) whether the legal and
institutional framework either is in place or will
be developed during implementation to ensure that
the project functions as designed, and (b) whether
critical private and institutional stakeholders have
or will have the incentives to implement the
project successfully.  Assessing sustainability
includes evaluating the project’s financial impact
on the implementing/sponsoring institution and
estimating the direct effect on public finances of
the project’s capital outlays and recurrent costs.

Risk

6. The economic analysis of projects is neces-
sarily based on uncertain future events and inexact
data and, therefore, inevitably involves probability
judgments. Accordingly, the Bank’s economic
evaluation considers the sources, magnitude, and
effects of the risks associated with the project by
taking into account the possible range in the values
of the basic variables and assessing the robustness
of the project’s outcome with respect to changes in
these values. The analysis estimates the switching

4. See OD 4.15, Poverty Reduction.

values of key variables (i.e., the value that each
variable must assume to reduce the net present
value of the project to zero) and the sensitivity of
the project’s net present value to changes in those
variables (e.g., delays in implementation, cost
overruns, and other variables that can be
controlled to some extent). The main purpose of
this analysis is to identify the scope for improving
project design, increase the project’s expected
value, and reduce the risk of failure.

Poverty

7. The economic analysis examines the project’s
consistency with the Bank’s poverty reduction
strategy.® If the project is to be included in the
Program of Targeted Interventions, the analysis
considers mechanisms for targeting the poor.

Externalities

8. A project may have domestic, cross-border,
or global externalities.’> A large proportion of
such externalities are environmental. The econ-
omic evaluation of Bank-financed projects takes
into account any domestic and cross-border
externalities. A project’s global externalities—
normally identified in the Bank’s sector work or
in the environmental assessment process—are
considered in the economic analysis when
(a) payments related to the project are made
under an international ‘agreement, or (b) proj-
ects or project components are financed by the
Global Environment Facility.® Otherwise, global
externalities are fully assessed (to the extent tools
are available) as part of the environment assess-
ment process’ and taken into account in project
design and selection.?

5. *“Cross-border externalities” are effects on neighboring countries (e.g., effects produced by the construction of a dam on
ariver). “Global externalities” affect the entire world (i.e., emissions of greenhouse gases or ozone-depleting substances,
pollution of international waters, or impacts on biodiversity).

6. See OD 9.01. Procedures for Investment Operations under the Global Environment Facility (to be reissued as

OP/BP 10.20).

7  See OD 4.01, Environmental Assessment, 1o be reissued as OP/BP 4.01.
8.  The Bank’s Environment Department provides guidance on analyzing, ranking, and physically quantifying environmental
externalities—whether domestic, cross-border, or global—and on taking them into account in project design and selection.

These polictes were prepared for the gudance of World Bank staff. They are not necessarily a complete treaiment of the subjects covered.
Addwonal copies of this document are available on a self-serve basts in the Institutional Information Services Center (IISC), E3200.
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Economic Evaluation of Investment Operations

1. Proposals for Bank' investment projects are
grounded in the sectoral priorities established
through economic and sector work (ESW). The
economic evaluation of projects integrates finan-
cial, institutional, technical, sociological, and
environmental considerations.?

2. The same basic approach to evaluation is used
throughout the project cycle for identification,
appraisal, implementation, completion and perfor-
mance audit reporting, and impact evaluation.
Before appraisal, “back-of-the-envelope” cal-
culations may suffice, but during appraisal and
afterwards, a full evaluation is necessary. An-
alyses are transparent and replicable. During
implementation, evaluation tracks key project-
related variables that experience has shown are
correlated with successful outcomes.

1. “Bank” includes IDA, and “loans” includes credits.

Project Cyde

Identification and Preparation

3. The task manager (TM)® ensures that the
project is anchored in the Country Assistance
Strategy and that the rationale for the Bank’s
involvement is clearly spelled out.* The TM aiso
ensures that the project team takes account of
existing ESW in assessing whether the policy,
incentives, and institutional framework are con-
ducive to making the project sustainable. The TM
makes a preliminary estimate of the project’s
expected net present value and risks. These
assessments are made as early as possible in the
project cycle and are recorded in the project
documentation.

2. Good Practices (GP) 10.04 (forthcoming) will provide detailed guidance on methodology for carrying out economic

evaluation.

3. This statement gives the TM responsibility for the economic evaluation, but the actual tasks may be assigned to another

member of the project team.

4. See OP/BP 10.00, Investment Lending: Identification to Board Presentation.

Note: A bandbook on the
are complemented by OP/BP 10.00, Investment

for project economic evaluation will be issued as GP 10.04. OP and BP 10.04
: Identification to Board Presentation, and, in the printed Table

of Contents and the online “Entire Table of Contents” to the Operational Manual, by the documents listed as Other
Existing Instructions adjacent to OPs/BPs 10.01, Technical Criteria; 10.02, Financial Analysis and Management; 10.05,
Institutional Criteria; and 10.06, Sociologicel Criteria (all to be issued). OP and BP 10.04 replace the Operational
Memorandum Treatment of Environmental Externalities in the Evalnation of Investment Projects, 10/4/93, and draw on
the following documents (which will be replaced by GP 10.04): OMS 2.20, Project Appreisal; OMS 221, Economic
Analysis of Projects; OPN 2.01, Investment Criteria in Economic Analysis of Projects; OPN 2.02, Risk and Sensitivity
Anglysis in the Economic Analysis of Projects; OPN 2.04, Economic Analysis of Projects with Foreign Participation; OPN
2.05, Foreign Exchange Effects and Project Justification; OPN 2.06, Uss of the Investmant Preminm and Distribution
Weights in Project Analysis; OPN 2.07, Reporting and Monitoring Poverty Alleviation Work in the Bank; and OPN 2.09,
Presentation of Project Justification and Economic Analysis in Staff Appraisal Reports. Questions may be addressed to
the Economic Advisers, Operations Policy Group, OFR.

Mepmcdummpwprm‘ﬁdmadwwmw Mmmumﬂyammofmeubjmm
Additional copies of this document are avallabie on a seif-serve basis in the Instittional Information Services Center @15C), E 3200.
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Appraisal
4. The Staff Appraisal Report (SAR)

(a) provides a clear definition of the project’s
economic objectives;

(b) examines the incentives that will make the
project function as planned;

(c) considers environment- and poverty-related
factors® and establishes the criteria for
monitoring the project’s performance dur-
ing implementation; and

(d) fully documents the assumptions, method-
ology, and results of the project’s financial
and economic evaluation, risk analysis, and
fiscal impact assessment. Specifically, the
SAR (i) shows the yearly flows of benefits
and costs, consistent with the project’s
expected disbursement profile; (ii) docu-
ments the prices used for the financial and
economic evaluations, the country parame-
ters used for the economic analysis, the net
present value of the project, and the switch-
ing values; (iii) identifies the project’s main

risks and gives the results of the sensitivity
analysis; and (iv) examines the project’s
financial impact (the impact of its capital
outlays and recurrent costs and benefits)
on the sponsoring institution and on public
finances. Assumptions are anchored in exper-
ience; the SAR explains any deviations from
experience.

Responsibilities

5. The Regional vice presidents (RVPs) are
responsible for the quality of the economic evalua-
tion in individual operations in their respective
Regions. The RVPs ensure that the Regions apply
consistently the Bank’s methodology for economic
evaluation and risk analysis. In approving oper-
ations, the RVPs hold the country department
directors accountable for the quality of the eco-
nomic evaluation. The lead economists ensure
that their departments apply consistently the
Bank’s methodology for economic evaluation and
risk analysis. The Central Vice Presidencies
select the methodology for economic and risk
analysis, design training programs, and dis-
seminate best practice. They also advise TMs on
poverty and environmental considerations.

S. See OD 4.01, Environmenial Assessment, and OD 4.15, Poverty Reduction.

I-haepmm”npmdﬂrncgmofWorumm ﬁeymwumﬂ?a complete treatment of the subjects covered.
Additional copies of this document are available on a seif-serve basis in the Instingiona! Information Services Center (ISC), E 3200.
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Involving Nongovernmental Organizations in
Bank-Supported Activities

Introduction

1. This directive sets out a framework for
involving nongovernmental organizations (NGOs)
in Bank!-supported activities. It provides staff
with guidance on working with NGOs, bearing
in mind their potential contribution to sustainable
development and poverty reduction, as well as the
need to consult with relevant member governments
and to proceed in conformity with their policies
towards NGOs

Definition and Classification of NGOs

2. The diversity of NGOs strains any simple
definituon or ciassification. NGOs include a wide
variety of groups and insututions that are enurely
or largely independent of government, and char-
acterized primarily by humanitarian or coopera-
tive, rather than commercial, objectives. The
terminology varies: for example, in the United
States they may be called ‘‘private voluntary
organizations,”’ and most African NGOs prefer
to be called ‘‘voluntary development organiza-
uons "’ Although organizauons such as universiues
or research insututes may be nongovernmental,
this directive refers principally to private organiza-
uons that pursue activites to reheve suffering.
promote the interests of the poor, protect the
environment, provide basic social services. or
undertake community development.

3. In pursuit of the Bank’s development,
environment, and poverty alleviation objectives.
staff increasingly come into contact with a wide
range of NGOs. Production-related NGO:s include
water users’ societies, pastoral associations. con-
sumer and credit cooperatives, farm equipment
lease associations, and tree-grower associauons.
Charitable and religious associations may be
involved 1n shelter for the homeless. food distri-
bution. familv planning, and mobilization of funds

1 * Bank'" includes IDA| and *'loans include credus

for development. NGOs heighten awareness and
influence policy concerning environmental degra-
dation (OMS 2.36, Environmental Aspects of Bank
Work, to be reissued as OD 4.00, Environmental
Polictes), involuntary resetdement (OMS 2.33, Social
Issues Associated with Involuntary Resettiement in Bank-
Financed Projects, and OPN 10.08, Operations Issues
in the Treatment of Involuntary Resettiement 1n Bank-
Financed Projects, which will be combined and reis-
sued as OD 4.30, Involuntary Resettlement) and tribal
people (OMS 2.34, Tribal People 1n Bank-Financed
Projects, to be reissued as OD 4.40, Tribal People).
NGOs usually play a critical role after a major
disaster, such as an earthquake, because of their
local knowledge, flexibility of operations, action-
oriented staff, and effectiveness in enlisting local
volunteers and mobilizing funds for disaster relief
and reconstruction (OPN 10.07, Guudelines for Bank
Participation tn Reconstruction Projects after Disasters,
to be reissued as OD 8.50, Emergency Recovery
Assistance). While most NGOs with which the Bank
works are implementation organizations, some
NGOs focus primarily on the advocacy of specific
changes in policies or approaches to development.

4. Local NGOs are often served at the pro-
vincial or nauonal levels by apex federauons and
other support organtzations which can improve
local NGO effectiveness (for example through
information sharing and coordinauon) and act as
intermediaries between small NGOs and large
funding institutions (e.g., by appraising the insu-
tunonal capabilities of local NGOs or, in some
cases, serving as funding channels). National
NGOs. in turn, often join international and
regional associations (of voluntary development
agencies, cooperatives, trade unions, environmen-
tal organizauons, religious groups, etc.)

5. Bank-supported activiies most often
involve the following types of NGOs:

This avective was prepared for tne guidance of staff of the World Bank and 15 nat necessanly a compieie ireatment of the subjects coverea
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(2)

(b)

NGOs (based in both developing and
developed countries) that have demon-
strated professional expertise and man-
agerial capabilities in a particular area
related to Bank lending, such as environ-
ment, rural development, food security,
women in development, small-scale enter-
prises, appropriate technology, low-cost
housing, education, vocational or manage-
ment training, family planning, health,
nutrition, or community organization;

NGOs (based in developed countries) that
have demonstrated specialized experience
in developing countries in managing for-
eign assistance—f{rom both private and
public sources—intended to promote devel-
opment at the local community level.

Strengths and Weaknesses of NGOs

6.
bring to Bank-supported operations are their abil-
1y to

X

(2)

(b)

(c)

(d)

The main strengths many NGOs can

reach poor communities and remote areas with
few basic resources or little infrastructure,
and where government services are limited
or neffective;

promote local participation in designing and
implementing public programs by build-
ing self-confidence and strengthening
organizational capability among low-
income people:?

operate at low cost by using appropriate tech-
nologies, streamlined services, and mini-
mal overheads: and

wdentrfy local needs, build upon existing resources.
and transfer technologies developed elsewhere
Some approaches and ideas now prevalent

/.

among official development agencies
began as NGO innovations.

On the other hand, some NGOs’ ability

to contribute to Bank-financed operations are con-
strained by a number of factors:

(a)

(b)

(c)

(d)

Limited replicability of many NGO-spon-
sored activities that are too small and local-
ized to have important regional or national
impact. In attempting to scale up their
operations with public sector support,
some NGOs may lose their innovauve
quality, and become top-down. nonpar-
ticipatory, and dependent on external and
governmental support:

Limited self-sustainability Like many gov-
ernment programs, many NGO-sponsored
projects are not designed with sufficient
concern for how activities will be sus-
tained;

Limited managerial and technical capacity. Even
some professionally staffed NGOs are
poorly managed, have only rudimentary
accounting systems, and sometimes ini-
tiate infrastructure projects with inade-
quate technical analysis;

Lack of broad programming context Although
experience varies by region and sector,
NGO development projects often are
implemented individually, outside the
framework of a broader programming
strategy for a region or sector. and with
little regard even to other NGOs™ acuvi-
ties. Coordination has been recognized as
a constraint affecting the NGO community
itself as much as the public sector or the
donor community (OD 14.30, 4:id Coor-
dination Groups); and

OQED reviews have shown that strong beneficiarv organizauons improve the prospect of project success by increasing sensitivitv to
poor people. adapung 1o the local culture and environment responding flexiblv to changing conditons. and building ocal commat-
ment o operation and maintenance

Taes directice was prepared for the guidance of saff of the World Bank and 15 not necsssanily a compl of the suby d
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(e) Politicization. Some NGQOs combine devel-
opment concerns with political or religious
objectives that limit the extent to which
the Bank can work with them while safe-
guarding its primary relationship with its
member governments.

Ways of Involving NGOs in
Bank-Supported Activities

8. Although the Bank does not lend directly
to them, NGOs can play a role in selected Bank-
supported actvities in various ways, in confor-
maty with the relevant government’s policies
towards NGOs:

(a) Analysis of development issues. Bank staff and
governments can learn from NGO assess-
ments of official development programs,
especially regarding the concerns of low-
income groups. There may be a role for
NGO:s in adjustment programs, especially
concerning the social dimensions of adjust-
ment; where the government and the Bank
agree that such a role is appropriate,
NGOs should be consulted at an early
stage. Country economic and sector work
on poverty-related 1ssues could also benefit
from NGOs’ views, particularly those of
local NGOs:

(b) Project wdentification NGOs can be sources
of information on intended beneficiaries
and technological and institutional innova-
ton (OMS 2.12, Project Generatton and
Design, 10 be reissued as OD 10.00, Proy-
ect Generation and Preparation). Small NGO
programs sometimes become the model for
a larger Bank-financed project. NGO staff
may also provide consulting expertise for
Bank missions;

(c)  Project destgn NGOs may serve as consul-
tants or sources of information for the
Bank, government, or local communities
during project preparation. In such cases,
involvement at an early stage could be

helpful;

(d) Project financing. Some international NGOs
may cofinance a project or. more likely,
finance activities complementarv to a
Bank-financed project (OMS 1.24,
Co-Financing, to be reissued.as OD 14.20);

(e) Project implementation. An NGO mav be
(1) a contractor or manager engaged by
the government and financed from the
loan proceeds or through trust funds
(OMS 4.40, Trust Funds, to be reissued as
OD 14.40), (ii) a financial intermediary
or a supplier of technical knowledge to local
beneficianies, (ii1) an adviser either assist-
ing local beneficiaries to apply for project
resources (e.g., credit) or orgamzing local
communities to make use of project facili-
ties, (1v) an independent partner imple-
menting activities complementary to a
Bank-financed project, (v) the recipient of
a government grant or loan funds,® or
(vi) the beneficiary of an NGO funding
mechanism established by the project: and

(f) Monuoring and evaluation NGOs may assist
the government, a project enutv, or the
Bank 1n monitoring project progress or
evaluating results.

9. Because NGOs find it difficult to fund
their involvemnent during the relativelv long plan-
ning process required for Bank operauons, the
Bank sometimes makes small grants to NGOs
from its admunistrative budget. for example for

On-lending 1s more hikelv for industrial development and finance projects. shelter schemes. and agricultural credit programs. erants

are more tvpical in the education population, health. and nutrition sectors Serviced land has also been provided unacr uroan proj-
ects for an NGO's community or religious acuviuies, of 1n population and human resource development projects tor the provision

of NGO senvices

Thus direcuve was preparea for the guidance of staff o) the World Bara and s not necessariiy a compiete treatmeni of the subjects coievec
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studies or meetings related 1o Bank operations.
The Special Project Preparation Facility? can be
used to launch innovative NGO-related activites
in Africa. The Bank provides grant funding to
strengthen African NGOs dealing with popula-
tion issues. Grant funding to facilitate NGO
involvement in a Bank-financed project can also
be sought from an international NGO or from
another official development agency (chiefly
bilateral agencies and the European Economic
Community). A few bilaterals (notably the Cana-
dian International Development Agency) and
multilaterals (mainly the United Nations Chil-
dren’s Fund [UNICEF} and the United Nations
Development Programme [UNDP]) provide
grants directly to developing country NGOs and
NGO associations.

Guidelines for Involving NGOs in
Bank-Supported Activities

10. Staff are encouraged whenever appro-
pniate to involve NGOs, particularly local NGOs,
in Bank-supported activities along the lines set out
in para. 8, bearing in mind the strengths and weak-
nesses of NGOs (paras. 6-7). However, because
of the Bank's relationship to its member govern-
ments, staff must operate in the framework of the
relevant government’s policies regarding NGOs.
Given the potential benefit from selective NGO
involvement in development activities, staff should
encourage constructive working relationships
among governments, donors, and NGOs. The
Bank may provide advice to interested govern-
ments on approaches and policies for encourag-
ing the development of indigenous NGOs as
effective development agents. Successful replica-
tion of NGO-supported local initiatives may be
possible only in a political environment that allows
NGOs to flourish and multiply.

1. Staff should be responsive, and encour-
age governments to be responsive, to NGOs that

request information or raise questions about Bank-
supported acuvities, subject to the restrictions set
out in Administrative Manual Statement 1.10,
Dirrective on Disclosure of Information, including pre-
serving the confidenuality of privileged informa-
tion and the dialogue between the Bank and the
government. If NGOs give the Bank information,
the extent of confidentiality should be agreed in
advance.

12. A Bank-supported project mav well
finance NGO-managed programs: however, too
much official funding can destroy an NGQO’s grass
roots character, and the administrauve costs of
funding small NGO projects are sometimes dis-
proporuonate to activity costs. Staff should be sen-
siive to the NGOs’ need to ensure that their
special status is not compromised as a result of
official funding. Staff could also seek to reduce
administrative costs for governments and the Bank
by working, whenever possible, with NGO orga-
nizations and groupings, especially of locaj NGOs.

13. Any major collaboration with individual
NGOs may need to be accompanied by manage-
ment assistance, for example to improve monitor-
ing and accounting.

Procurement and Disbursement

14. NGO participation in project execution
as contractors or supphiers should meet the critenia
set out in the Bank’s Guidelines for Procurement under
IBRD Loans and IDA Credits and in OD 11.00. Pro-
curement. However as NGO contracts are usually
small and involve community participation. inter-
national competitive bidding and limited interna-
tional bidding are normally not feasible, and even
open competitive procurement is not alwavs feasi-
ble. Shopping or direct contracting is often the
most appropriate method of procurement. Direct
contracting may be justified where an NGO is the
only entity capable of carrying out an acuvity

Guidclhines on the use of the Special Project Preparation Facilits are 1n (a) the Board paper. Special Budget Supplement for the Sub-Saharan
Afrca Action Program, R84-313. November 20, 1984, (b) the SVPOP memorandum, Specal Froject Preparation Foclits for Sub-Saharan

Africa— Procedures for I

. Januarv 8, 1985, (c) the Board paper. Specwal Project Preparation Faality (SPPF)-—Pmpom/ o Extend

the Faciluty, RB7-161, june 24. 1937 and (d) the SVPOP memorandum. Specta! Project Preparation Faciluy (SPPF). Approval by the Board.

July 16, 1987
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(e.g., maintenance of feeder roads in remote
areas, or the transfer of a particular technology).
Contracts with NGOs may need to reflect the fact
that NGOs differ from commercial contractors:
the contract might therefore stipulate, for exam-
ple, that NGOs should involve the community in
planning and implementation. Similarly, special
measures may be required to ensure that NGOs
have sufficient liquidity to carry out the contract.

15. When NGOs act as consultants financed
through a Bank loan or Bank-executed UNDP
project, they should be engaged following the
Guidelines for the Use of Consultants by World Bank
Borrowers and by the World Bank as Executing Agency,
OMS 2.18, The Development of Locai Capabilities and
the Use of Local Consultants, and OMS 2.50, Ser-
vices of Consulting Firms for Bank Group Projects and
UNDP Studies.> Several Part 1 countries’
consultant trust funds include provisions that
would allow their use to hire developing country
NGO consultants.

16. When an NGO acts on behalf of a bor-
rower or implementing agency, the standard
accounting and audit requirements apply. State-
ments of Expenditure (SOEs) prepared and certi-
fied by the NGO normally constitute acceptable
documentation for disbursement purposes, subject
to the Bank’s specific agreement. An independent
audit should be carried out (see Circular Op 6/80,
Statements of Expenditure- Intenm Guidelines, filed with
OMS 3.30, to be reissued as OD 12.30, Statements
of Expenditure).

References in Bank Documents

17. When NGOs are likely to be involved,
the Executive Project Summary should indicate
their role, and the Project Bref and Staff Appraisal
Report should, if appropnate, discuss reievant
NGOs and their relation to the project, and

describe agreements reached with the government
and NGOs regarding NGO involvement in proj-
ects that directly affect large groups of low-income
people. These would often include (a) agriculture,
population, health, and nutrition projects: (b) low-
income housing and urban upgrading projects;
(¢) education and training projects: (d) some
structural and sectoral adjustment operations; and
(e) projects that involve resettlement or retrench-
ment. Economic and sector reports could include
an analysis of NGO activities, particularly when
they focus on poverty reduction

Responsibilities

18. Country departments (especiallv country
officers and resident representauves) should make
a concerted effort to collect informauon about
NGOs in their respective countries, including
government attitudes toward NGO acuviues. and
incorporate relevant information about and from
NGOs into their work. While relying on various
inventories and non-Bank sources of information
about NGOs, the sector operations divisions are
also encouraged to develop knowledge of impor-
tant NGOs by sector and make their own capabil-
ity assessments. Where appropriate, staff may
organize periodic meetings with NGOs. Staff
should, however, keep the borrower government
appropriatelv informed of their contacts with
NGOs, and proceed in conformity with that gov-
ernment’s policies towards NGOs.

19. Sectoral departments in Policv, Planning
and Research (PPR) are responsible for main-
taining relatonships with NGOs that are acuve
on operational aspects of policy in their areas.
The External Affairs Deparument is responsible
for cooperation with NGOs in development edu-
cation and for public informaton work with
NGOs with a serious interest in internauonal
development issues.

5 These OMSs are 10 be combined and reissued as OD 11 10 Use of Consuitants

This directsve was prepared for the gusdance of staff of the World Bank and 15 not necessanly a compl
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20. The International Economic Relations
Division of the Strategic Planning and Review
Department (SPRIE) is responsible for develop-
ing and coordinating the Bank’s overall relation-
ships with NGOs subject to guidance provided by
senior management and the Board, and keeping
the relevant country director informed. SPRIE

acts as the Bank’s secretariat for the Bank-NGO
Committee, which is a formal forum and focal
point for the Bank’s discussions with NGOs.
SPRIE also fosters new initiatives, backstops other
departments in their work with NGOs, and pro-
vides information to operational staff on indi-
vidual NGOs.

This directive was prepared for the guidance of siaff of the World Bank and 15 not necessanly o pi
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Manual Transmittal Memorandum

August 28, 1989

Operational Directive 14.70: Involving Nongovernmental
Organizations in Bank-Supported Activities

1. Artached for insertion in your new Operational Manual is OD 14.70. It is a revision of OMS 5.30,
Collaboration with Nongovernmental Organizations, which may now be discarded from the old manual. The
directive does not incorporate any changes in policy, but it sets out more clearly the need to proceed

in conformity with the relevani government's policies towards nongovernmental organizations.

2. Questions on this directive should be referred to the Chief, International Economic Relations
Division, Strategic Planning and Review Department.

3. Additional copies are available on a self-service basis 1n H 4234.

Attachment
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Disclosure of Operational Information

1. 'This statement sets out the procedures for the
implementation of policies specified in the Bank’s
Directive on Disclosure of Information (Washing-
ton, D.C.: World Bank and International Finance
Corporation, 1993, forthcomingy® (Disclosure
Directive), with respect to Project Information
Documents, Staff Appraisal Reports, gray cover
country ecomomic and sector work reports,
sectoral policy papers, and environment-related
documents.

2. The Bank’s policy on disclosure of informa-
tion applies also to the disclosure of documents
prepared for projects financed or cofinanced from
trust funds under the Global Environment Facility
(GEF), including Montreal Protocol projects
financed through the Ozone Projects Trust Fund,
Specific procedures are set out in BP 17.50,
Annex A.

Project Information Document

3. In tandem with the Initial Executive Project
Summary (IEPS) for an investment operation or
the Initiating Memorandum (IM) for an adjustment
operation, Bank staff prepare the Project Informa-
tion Document (PID), a brief (two-page) factual
summary of the main elements of the evolving
project. The PID clearly indicates that its con-

tents are subject to change and that the compo- -

nents described may not necessarily be included in
the final project.’ Once the PID is reviewed and
approved at the country department level with the

“Bank” includes IDA, and “loans” includes credits.

See GP 17.50 for sample PIDs.

Ll bl

and Processing Adjusiment Loans and Crediss.

IEPS or draft IM,* a copy is sent to the Public
Information Center (PIC), through which inter-
ested parties may obtain Bank documents.*

4. As an investment project develops, Bank staff
update the PID® and send the update to the PIC,
through which interested parties may obtain it.
For all operations, the PID is updated before the
Bank's formal project appraisal; for operations in
which major changes are made after appraisal, a
final revision of the PID is prepared following
appraisal.

5. If an interested party requests additional
technical information about a project under prepa-
ration, the country department (CD) director
releases factual technical documents, or portions
of such documents, after consulting with the
government to identify any sections that involve
confidential material or that could compromise
relations between the government and the Bank.

Staff Appraisal Reports

6. Each Invitation to Negotiate includes a state-
ment that it is the Bank’s policy to release the
Staff Appraisal Report (SAR) after the Board
approves the project. The Invitation to Negotiate
also requests that the prospective borrower’s
negotiating team be prepared to indicate, during
negotiations, any section of the SAR that is confi-
dential or sensitive, or that could adversely affect
relations between the Bank and the government.’

Also available as AMS 1.10, Directive on Disclosure of Information (forthcoming).

For thesc procedures, scc OD 9.00, Processing of Investment Lending, and Circular Op 87/06, Guidelines for Preparing

5. The PIC deals only with requests for specific documents, not blanket requests for information. The PIC is described

further in Annex B.

6. Sec GP 17.50 for a sample updated PID for an investment project.
7

Annex C contains sample language.

Note: This statement supersedes the Operational Memorandum New Directive on Disclosure of Information (9/1/93), which
may be discarded. Questions may be addressed to the Senior Manager, Operations Policy Group, OPR.

These procedures were prepared for the guidance of World Bank sigff. They are not ily a complete v of the subj

covered.

Additional copies of this docionens are available on a self-serve mmw:mmmmmwmso in E 3200.
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The Bank and the prospective borrower discuss
these sections during negotiations. Following

negotiations, Bank staff take into account the

government’s comments in preparing the final
SAR. They incorporate into the Memorandum
and Recommendation of the President any infor-
mation removed from the SAR that may be of
interest to the Board in its decision-making pro-
cess. In exceptional cases, if extensive issues of
confidentiality arise, the option of restricting the
release of an appraisal report may be justified on
a project-specific basis by the CD director con-
cerned; the Regional vice president (RVP) and the
Operations Policy Department (OPR) are
informed. The cover of such a report carries a
note indicating that release is restricted.

7. After Board approval, a copy of the SAR is
transmitted, as part of the normal distribution, to
the PIC, through which interested parties may
obtain it. If any substantial changes to a project
that is being implemented are approved by the
Board,® Bank staff prepare and transmit to the PIC
a summary document (typically two pages long)
that explains the changes.

Gray Cover Country Economic
and Sector Work Reports

8. Before Bank staff conduct the final review of
each green cover country economic and sector
work (CESW) report® with the government con-
cerned, they advise the government that the
Bank’s policy is to make gray cover CESW
reports available at the PIC, through which inter-
ested parties may obtain them. They also ask the
government to identify all confidential information
in the CESW report.' Bank staff then review the
issues raised by the government and modify the
report as appropriate. Any deletions or changes

8. See OD 13.05, Project Supervision, para. 34.

in information or analysis that may be of interest
to the executive directors are presented in a
covering note to the gray cover report. In excep-
tional cases, if extensive issues of confidentiality
arise, exceptions to the policy of releasing reports .
may be authorized on a case-by-case basis by the
CD director responsible; the RVP and OPR are
informed. The cover of such a report carries a
note indicating that release is restricted.

9. A copy of the gray cover CESW report is
transmitted, as part of the normal distribution, to
the PIC, through which interested parties may
obtain it.

Sectoral Policy Papers

10. In preparing sectoral policy papers, Bank staff
may consult with, and make drafts available to,
interested individuals and groups outside the
Bank. When a Board seminar is scheduled to
discuss a draft policy paper, the executive direc-
tors may make the draft available to outside
interested parties for review and comment.
However, the final paper submitted to the execu-
tive directors for approval may not be released.!
Sectoral policy papers approved by the Board are
transmitted by the originating unit to the PIC,
through which interested parties may obtain
them.

Environment-Related Documents
Environmental Data Sheets

11. The environmental data sheets prepared as
quarterly updates in the Monthly Operational
Summary for all projects in the IBRD/IDA lending
program are transmitted to the PIC, through
which interested parties may obtain them.

9.  These reports include Country Economic Memoranda, country sector reports, country reports (such as poverty and private

sector assessments), and public expenditre reports.
10. Anmnex C contains sample language.

11. “Rules of Procedure for the Meetings of Executive Directors,” Section 7.

These procedures were prepared for the gudance ﬁoﬂd Bank siaf]. 7-7Ity are not necessanly a complete treatment of the subjects covered.
Addinonal copies of this document are available on a self-serve basis in the Institutional Information Services Center (ISC), in E 3200.
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Environmental Assessments

12. For all Bank-funded Category A projects, the
Bank advises the borrower in writing" that, in
addition to other requirements set forth in OD
4.01,” (a) the borrower is responsible for the
environmental assessment (EA); (b) before the
Bank proceeds to appraisal, the EA must be made
available in the borrowing country at some public
place accessible to affected groups and local
NGOs and must be submitted to the Bank; and
(c) once the EA is released locally and officially
received by the Bank, it will also be made avail-
able at the PIC. Once the EA has been released
locally and officially submitted to the Bank, the
CD sends a copy to the PIC, through which
interested parties may obtain it. If, in an exceptional
case, the government objects to broader release of
the EA, staff should not continue with project
processing. For an IBRD project, the issue of
further processing is submitted to the executive
directors for consideration.

Environmental Analyses

13. For a Category B project, the environmental
analysis'® is summarized in an annex to the PID
and documented in the SAR. If the environmental
analysis for an IDA-funded Category B project
results in a separate report, (a) before the Bank
proceeds to appraisal, the separate report must be
made available in the borrowing country at some
public place accessible to affected groups and

12. Annex C contains sample language.
13. See OD 4.01, Environmental Assessment.

local NGOs and must be submitted to the Bank;
and (b) once the separate report is released
locally and officially received by the Bank, it is
sent to the PIC, through which interested parties
may obtain it.

Environmental Action Plans

14. Bank staff encourage governments to make
their environmental action plans (EAPs)' avail-
able to the public. Once the Bank has officially
received the EAP and has obtained the govern-
ment’s consent, the country department transmits
a copy of the EAP to the PIC, through which
interested parties may obtain it.

Effectiveness

15. These procedures take effect on the dates
shown in BP 17.50, Annex D."” Requests for
SARs, CESW and environment-related reports,
and sectoral policy papers produced before those
dates are handled individually by the responsible
director in consultation with the government
concerned, under the policy in force at the time
the documents were approved by the Bank or
officially received from a2 government.

Other Documents
16. Procedures governing the release of any

documents not referred to in this statement are
provided for in the Disclosure Directive.

14. This provision for IDA projects reflects para. 21 of Addition to IDA Resources: Tenth Replenishment, approved by the
Board on January 12, 1993, and adopted by the IDA Board of Governors (Resoluuon No. 174, March 31, 1993).

1S. See OD 4.01, Environmental Assessment.
16. See OD 4.02, Environmenzal Action Plans.

17. Annex D also sets out arrangements for handling requests before the PIC begins operation.

These procedures were prepared for the gudance of World Bank staff. T_Ey are not necessarily a complete treatment of the subjects covered.
Addiional copies of thus document are available on a self-serve basis in the Insnnutional Information Services Center (I1SC), in E 3200.
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Application of the Bank’s Disclosure Policy to
Projects under the Global Environment Facility

1. The States participating (the Participants) in
the Global Environment Facility (GEF) have
indicated that activities under the GEF should be
carried out in a transparent manner, with full
information available promptly. As the trustee of
the Global Environment Trust Fund and as an
implementing agency of the GEF, the Bank is
accountable to the Participants, and its policy of
openness about projects and other GEF-related
activity is consistent with their wishes. This
annex sets out how the Bank’s policy on and
procedures for disclosing operational information!
apply to projects financed or cofinanced from
GEF trust funds, including Montreal Protocol
projeczts financed through the Ozone Projects Trust
Fund.

Disclosure and the Project Cycle

2. A GEF Project Information Document (GEF-
PID) is prepared for projects financed or
cofinanced from GEF trust funds. The GEF-PID,
a factual summary of the main elements of the
evolving project, gives particular attention to the
environmental issues and concerns the project will
address.’ The GEF-PID serves both as the Bank’s
decision-making document for GEF-funded
projects and as the information document that
interested parties may obtain through the Bank’s
Public Information Center (PIC).*

3. When the GEF Implementation Committee
includes a project in a work program for the GEF

Participants’ review, it provides the following
documentation for the Participants’ meeting: the
GEF-PID, with the associated reference sheet of
project selection criteria and reviewers’ opinions;
and the Report of the GEF Chairman, which
includes (2) a summary of the status of the
projects in each work program reviewed by the
Participants at earlier meetings, (b) minutes of the
Implementation Committee meeting for the work
program under consideration, (c) financial reports,
and (d) a statement by nongovernmental
organizations (NGOs) to the Participants. All the
documents for the Participants’ meeting are made
available to the Bank’s executive directors,
recipient countries, other development institutions,
and NGOs. The Bank also sends these documents
to the PIC, through which interested parties may
obtain them.

4. Following the Participants’ meeting, any
updates to the GEF-PID and any technical annexes
to the Memorandum of the Director (MOD) are
sent to the PIC, through which interested parties
may obtain them.

5. The Invitation to Negotiate includes a
statement that it is the Bank’s policy to release the
MOD after the project is approved. The
Invitation to Negotiate also requests that the
prospective GEF grant recipient’s negotiating team
be prepared to indicate, during negotiations, any
section of the MOD that may be confidential or
sensitive, or that could adversely affect relations

1. “Bank” includes IDA. The United Nations Development Programme (UNDP) and the United Nations Environment
Programme (UNEP), which together with the Bank are the implementing agencies under the GEF, have their own policies
on disclosure of information.

2. Processing of GEF projects is described in OD 9.01, Procedures for Investment Operations under the Global Environment
Facilisy.

3. Sec GP 17.50 for a samplc GEF-PID.

4. The PIC is described in BP 17.50, Annex B.

-n:rmmz:mpwdﬁrw;pﬂmceojw;wm:wj They are not rily a compleie o of the subjects covered.
Addizional copies of this d are available on a self-serve basis in the Instinaional Information Services Cenzer (IISC), in E 3200.
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with the prospective recipient.” The Bank and the
prospective recipient discuss these sections during
negotiations. Following negotiations, Bank staff
take into account the prospective recipient's
comments in preparing the final document. After
approval of the GEF project, the final blue cover
MOD (excluding the introductory paragraph and
the paragraph pursuant to which the Regional vice
president’s approval is sought by the director of
the country department concerned) is merged with
the technical annexes and sent to the PIC, through
which interested parties may obtain the document.

Cofinanced Projects

6. GEF-Bank cofinanced projects follow the
same cycle as freestanding GEF projects, with the
addition that the GEF-PID for cofinanced projects
includes all relevant information on the Bank-
financed aspects of the project.® As the GEF-
funded segment of the project advances through its
cycle, any significant changes in the Bank-
financed part of the project are reflected in the
GEF-PID and the final blue cover MOD.

Ewaluation Reports

7. Two kinds of evaluation reports are sent to
the Bank’s PIC, through which interested parties
may obtain them: (a) the annual Project
Implementation Performance Report on GEF
projects, and (b) the GEF Project Evaluation
Report, which is prepared upon project
completion.

Effectiveness

8. These procedures take effect on October 1,
1993. Requests for GEF project documents
produced before that date are handied individually
by the Global Environment Coordination Division.

Other Documents

9. Procedures for the release of any documents
not referred to in this statement are provided for
in Directive on Disclosure of Information
(Washington, D.C.: World Bank and International
Finance Corporation, 1993, forthcoming).

S. Annex Al conuins sample language for the Invitation to Negotiate.
6. The PID for the Bank-financed portion of the project is available separately to interested partics on request through the PIC.

neuprocedun:wereprepandjorme gmdmceofWoﬂdBmkm They are not necessarily a complete treatmens of the subjects covered.
Additional copies of this document are available on a self-serve basis in the Instingiona! Information Services Center (JISC), in E 3200.
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Sample Notice to Prospective Recipients of
Grants under the Global Environment Facility

Paragraph for Invitation to Negoriate

With regard to GEF projects, it is the Bank’s policy to release the Memorandum of the
Director (MOD) to interested parties on request through the Public Information Center after the
project is approved for financing. Before releasing this report, the Bank takes into account any
comments made by the prospective grant recipient. Therefore, your delegation for the
forthcoming negotiations should be prepared to indicate any text or data in the MOD that may
be confidential or sensitive, or that may adversely affect the relations between the Bank and the
government. The Bank will review your delegation’s comments during negotiations.

These procedures were prepared for the guidance of World Bank staff. They are not necessanly a complete trearmens of the subjects covered.
Additional copies of this document are available on a self-serve basis in the Insnnunonal information Services Censer 1ISC), in E 3200.






Il

THE WORLD BANK OPERATIONAL MANUAL
Bank Procedures

BP 17.50—Annex B -
September 1993

Page 1 of 1

The Public Information Center

1. As of January 1, 1994, the Bank maintains at
its headquarters a Public Information Center
(PIC), which serves as the central contact for
those who wish to obtain information about the
Bank’s activities. The public may visit the PIC
(which includes a reading room); requests to the
facility may also be submitted through the Bank’s
Paris, London, and Tokyo offices and through
other field offices.

2. The PIC offers through the Internet network
a complete set of Project Information Documents
(PIDs) and a catalog of the Bank documents that
are available to the public. Users of Internet
worldwide may select and request the documents
they need. PIDs are provided free of charge to
users, either in electronic form or in hard copy.

3. All documents available in Washington are
also available to interested parties through the
Paris office. Users who request documents
through the Tokyo office will be served thropgh
the PIC in Washington. The PIC provides to the
other field offices only the documents specific to

their country, plus policy papers. In Washington,
Paris, London, and Tokyo, users pay a standard
charge for all hard-copy documents (except
PIDs).! At other field offices, documents on the
country where the field office is located are
provided free of charge to users in that country;
documents on other countries are obtained from
the PIC at the standard charge. Nationals of a
country that has no field office may obtain
documents on their country free of charge through
the PIC; documents on other countries carry the
standard charge.

4. The PIC deals only with requests for specific
documents, not blanket requests for information.

5. PIC staff may direct individuals to other
materials that are available to the public. They
assist operational staff in handling requests
for information. The Global Environment
Coordination Division may also respond to
requests for documents pertaining to projects
financed or cofinanced from trust funds under the
Global Environment Facility.

1. AsofJanuary 1, 1994, the standard charge is US$15.00, or the equivalent. This charge may be revised from time to time.

These procedures were prepared for the guudance of World Bank siaff. They are not necessarily a complete trearment of the subjeas covered.
Addwnional copies of this document are availabie on a self-serve basis n the Insnnunonal Informanon Services Center (TISC), in E 3200.
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Sample Notices to Prospective Borrowers

Paragraph for Invitation to Negotiate

It is the Bank's policy to release the project’s appraisal report to interested parties on request
through the Public Information Center after the Board approves the project for Bank financing.
Before releasing such a report, the Bank takes into account any comments made by the
prospective borrower concerned. Therefore, your delegation for the forthcoming negotiations
should be prepared to indicate any text or data in the appraisal report that may be confidential
or sensitive, or that may adversely affect the relations between the Bank and the government.
The Bank will review your delegation’s comments during negotiations.

Paragraph on Economic and Sector Work Report

This is to advise you that the Bank's policy is to make available to interested parties on
request through the Public Information Center gray cover country economic and sector reports.
The gray cover version of the [name] report will be released after the forthcoming final review
of the report. Therefore, during that review, you should identify any parts of the report that,
in your view, contain confidential or sensitive information. The Bank will take your comments
into account in preparing the gray cover version of the report.

Paragraphs on Environmental Assessment or Analysis
Category A Project

This is to advise you that [name of project] has been classified as Category A for purposes
of environmental assessment. This is also to advise you that, in addition to other requirements
specified in the Bank’s OD 4.01, Environmental Assessment, (a) the borrower is responsible for
the environmental assessment (EA); (b) before the Bank proceeds to appraisal, the EA must be
made available in [name of country] at some public place accessible to affected groups and local
NGOs and must be submitted to the Bank; and (c) once the EA is released locally and officially
received by the Bank, it will also be made available at the Bank's Public Information Center.

Category B Project

This is to advise you that [name of project] has been classified as Category B for purposes
of environmental assessment. This is also to advise you that, in addition to other requirements
specified in the Bank’s OD 4.01, Environmental Assessment, the borrower is responsible for the
environmental analysis. The environmental analysis is summarized in the Project Information
Document, which is made available to interested parties. For an IDA-funded project, if the
analysis results in a separate report, (a) before the Bank proceeds to appraisal, the separate
report must be made available in [name of country] at some public place accessible to affected
groups and local NGOs and must be submitted to the Bank; and (b) once the separate
environmental analysis is released locally and officially received by the Bank, it will also be
made available at the Bank’s Public Information Center.

These procedures were prepared for the gwdance of World Bank siaff. 7-7key are not necessanly a compiete treatmen: of the subjects covered.
Addirional copies of this document are avadable on a self-serve basis in the Insnnutional information Services Censer (1ISC), in E 3200.
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Disclosure Policy: Effectiveness and Interim Arrangements

1. The Bank's expanded policy on disclosure
of information was approved on August 26,
1993. The individual provisions of the policy
will take effect according to the following
schedule:

(a) A Project Information Document (PID)
will be produced at the same time as
the Initial Executive Project Summary
(IEPS) for each new project that
reaches the IEPS stage after October 1,
1993. For the remainder of the
portfolio not yet approved (i.e.,
projects beyond the IEPS stage but not
presented to the Board), a PID will be
completed by January 1, 1994. For
projects financed or cofinanced from
trust funds under the Global
Environment Facility (GEF), a GEF-
PID will be produced for each project
submitted to the GEF Implementation
Committee after October 1, 1993,

(b) Consultation with the government on,
and subsequent release of, Staff
Appraisal Reports (SARs) and (for
GEF projects) Memoranda of the
Director (MODs) will take place for all
projects for which Invitations to
Negotiate are issued after October 1,
1993.

(c) Release of country economic and
sector work (CESW) reports
(following consultation with the
government) will take place for all such
reports that go to gray cover after
January 1, 1994,

@

(¢

Release of sectoral policy papers will
take place for all such papers approved
by the Board after January 1, 1994,

Environmental assessments for IDA-
funded Category A projects and
environmental analyses for IDA-funded
Category B projects (when there are
separate reports) have been made
available to the public since July 1,
1993. The expansion of the disclosure
policy for environment-related
documents to cover all Bank-financed
projects will take effect on January 1,
1994.

2. The Public Information Center will be open to
the public from January 1, 1994. In the interim,
requests for documents will be handled as follows:

(@

®

(c)

@

The Internal Documents Unit will handle
requests for printed copies of PIDs,
GEF-PIDs, and MODs.

Country departments will handle requests
for SARs and gray cover CESW reports;
when the requests are approved, the
Internal Documents Unit will provide
printed copies.

Requests for sectoral policy papers will
be handled by the responsible department
director in the central vice presidential
units.

The Environment Department will handle

requests for environment-related
documents.

These procedures were prepared for the gudance of World Bank siaff. They are not necessanly a complete treatmens of the subjects covered.
Additional copies of this documen: are awdilable on a self-serve basis i the Insnnaional Informanon Services Center (IISC), in E 3200.
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INTRODUCTION

Negotiations to restructure the Global Environment Facility (GEF) concluded at a GEF Participants
meeting in Geneva, Switzerland, in March 1994, with the acceptance by representatives of 73 States
of the Instrument for the Establishment of the Restructured Global Environment Faciliry.

Thereafter, the Instrument was formally adopted, in accordance with paragraph 1 of the Instrument,
by the three implementing agencies of the GEF:

The Executive Board of the United Nations Development Programme and of the
United Nations Population Fund adopted the instrument at a meeting in New York on
May 13, 1994 (Document DP/1994/9, "Report on the Second Regular Session");

The Governing Council of the United Nations Environment Programme adopted the
instrument at a special meeting of its Governing Council in Nairobi on June 18, 1994
(Resolution ss.iv.1, "Adoption of the Instrument for the Establishment of the
Restructured Global Environment Facility"); and

The Executive Directors of the World Bank adopted the instrument at a meeting in
Washington, D.C., on May 24, 1994 (Resolution No. 94-2, "Global Environment
Facility Trust Fund: Restructuring and First Replenishment of the Global
Environment Facility"), and the Board of Governors of the Bank adopted a resolution
on July 7, 1994, approving cooperation by the Bank with other international
organizations as appropriate to achieve the purposes of the GEF (Resolution No. 487,
"Protection of the Global Environment”).

- This publication contains the text of the Instrument for the Establishment of the Restructured Global
Environment Facility, along with the texts of the decisions adopted by the three implementing
agencies.
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PREAMBLE
Whereas:

(a) The Global Environment Facility (GEF or the Facility) was established in the
International Bank for Reconstruction and Development (IBRD or World Bank) as a
pilot program in order to assist in the protection of the global environment and
promote thereby environmentally sound and sustainable economic development, by
resolution of the Executive Directors of the World Bank and related interagency
arrangements between the United Nations Development Programme (UNDP), the
United Nations Environment Programme (UNEP), and the World Bank;

(b) In April 1992, Participants in the GEF agreed that its structure and modalities should
be modified. Agenda 2! (the action plan of the 1992 United Nations Conference on
Environment and Development), the United Nations Framework Convention on
Climate Change and the Convention on Biological Diversity subsequently called for
the restructuring of the Facility;

©) Representatives of the States participating at present in the Facility and of other States
wishing to participate in it have requested that the Facility be restructured in order to
take account of these developments, to establish the GEF as one of the principal
mechanisms for global environment funding, to ensure a governance that is
transparent and democratic in nature, to promote universality in its participation and
to provide for full cooperation in its implementation among UNDP, UNEP and the
World Bank (together referred to hereinafter as the Implementing Agencies), and to
benefit from the evaluation of experience with the operation of the Facility since its
establishment;

(d) It is necessary to replenish the resources for these purposes under a restructured
Facility which inciudes a new GEF Trust Fund on the basis of this Instrument;

(e) It is desirable to terminate the existing Global Environment Trust Fund (GET) and to
transfer any funds, receipts, assets and liabilities held in it upon termination to the
new GEF Trust Fund;

® The Implementing Agencies have reached a common understanding of principles for
cooperation as set forth in the present Instrument. subject to approval of their

participation by their respective governing bodies;

It is resolved as follows:



L

BASIC PROVISIONS

Restructuring and Purpose of GEF

1.

The restructured GEF shall be established in accordance with the present Instrument. This
Instrument, having been accepted by representatives of the States participating in the GEF at
their meeting in Geneva. Switzerland. from March 14 to 16, 1994, shall be adopted by the
Implementing Agencies in accordance with their respective rules and procedural
requirements.

The GEF shall operate, on the basis of collaboration and partnership among the Implementing
Agencies. as a mechanism for international cooperation for the purpose of providing new and
additional grant and concessional funding to meet the agreed incremental costs of measures to
achieve agreed global environmental benefits in the following focal areas:

(a) climate change,

b) biological diversity,

©) international waters, and
d) ozone layer depletion.

The agreed incremental costs of activities concerning land degradation, primarily
desertification and deforestation, as they relate to the four focal areas shall be eligible for
funding. The agreed incremental costs of other relevant activities under Agenda 2! that may
be agreed by the Council shall also be eligible for funding insofar as they achieve global
environmental benefits by protecting the global environment in the four focal areas.

The GEF shall ensure the cost-effectiveness of its activities in addressing the targeted global
environmental issues, shall fund programs and projects which are country-driven and based
on national priorities designed to support sustainable development and shall maintain
sufficient flexibility to respond to changing circumstances in order to achieve its purposes.

The GEF operational policies shall be determined by the Council in accordance with
paragraph 20(f) and with respect to GEF-financed projects shall provide for full disclosure of
all non-confidential information. and consultation with, and participation as appropriate of,
major groups and local communities throughout the project cycle.

In partial fulfillment of its purposes, the GEF shall, on an interim basis, operate the financial
mechanism for the implementation of the United Nations Framework Convention on Climate
Change and shall be, on an interim basis, the institutional structure which carries out the
operation of the financial mechamsm for the implementation of the Convention on Biological
Diversity, in accordance with such cooperative arrangements or agreements as may be made
pursuant to paragraphs 27 and 31. The GEF shail be available to continue to serve for the
purposes of the financial mechanisms for the implementation of those conventions if it is
requested to do so by their Conferences of the Parties. In both respects, the GEF shall
function under the guidance of, and be accountable to, the Conferences of the Parties which
shall decide on policies, program priorities and eligibility criteria for the purposes of the



conventions. The GEF shall also be available to meet the agreed full costs of activities under
Article 12, paragraph 1, of the United Nations Framework Convention on Climate Change.

Participation

7.

Any State member of the United Nations or of any of its specialized agencies may become a
Participant in the GEF by depositing with the Secretariat an instrument of participation
substantially in the form set out in Annex A. In the case of a State contributing to the GEF
Trust Fund, an instrument of commitunent shall be deemed to serve as an instrument of
participation. Any Participant may withdraw from the GEF by depositing with the Secretariat
an instrument of termination of participation substantially in the form set out in Annex A.

Establishment of GEF Trust Fund

8. The new GEF Trust Fund shail be established, and the World Bank shall be invited to serve
as the Trustee of the Fund. The GEF Trust Fund shall consist of the contributions received in
accordance with the present Instrument. the balance of funds transferred from the GET
pursuant to paragraph 32, and any other assets and receipts of the Fund. In serving as the
Trustee of the Fund, the World Bank shall serve in a fiduciary and administrative capacity,
and shall be bound by its Articles of Agreement, By-Laws. rules and decisions, as specified
in Annex B.

Eligibility

9. GEF funding shall be made available for activities within the focal areas defined in
paragraphs 2 and 3 of this Instrument in accordance with the following eligibility criteria:

(a) GEF grants that are made available within the framework of the financial mechanisms
of the conventions referred to in paragraph 6 shall be in conformity with the eligibility
criteria decided by the Conference of the Parties of each convention, as provided
under the arrangements or agreements referred to in paragraph 27.

() All other GEF grants shall be made available to eligible recipient countries and,
where appropriate, for other activities promoting the purposes of the Facility in
accordance with this paragraph and any additional eligibility criteria determined by
the Council. A county shall be an eligible recipient of GEF grants if it is eligible to
borrow from the World Bank (IBRD and/or IDA) or if it is an eligible recipient of
UNDP technical assistance through its country Indicative Planning Figure (IPF).
GEF grants for activities within a focal area addressed by a convention referred to in
paragraph 6 but outside the framework of the financial mechanism of the convention,
shall only be made available to eligible recipient countries that are party to the
convention concerned.

() GEF concessional financing in a form other than grants that is made available within
the framework of the financial mechanism of the conventions referred to in paragraph
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10.

11.

12.

6 shall be in conformity with eligibility criteria decided by the Conference of the
Parties of each convention. as provided under the arrangements or agreements
referred to in paragraph 27. GEF concessional financing in a form other than grants
may also be made available outside those frameworks on terms to be determined by
the Council.

CONTRIBUTIONS AND OTHER FINANCIAL PROVISIONS FOR
REPLENISHMENT

Contributions to the GEF Trust Fund for the first replenishment period shall be made to the
Trustee by Contributing Participants in accordance with the financial provisions for
replenishment as specified in Annex C. The Trustee's responsibility for mobilization of
resources pursuant to paragraph 20(e) of this Instrument and paragraph 4(a) of Annex B shall
be initiated for subsequent replenishments at the request of the Council.

GOVERNANCE AND STRUCTURE

The GEF shall have an Assembly, a Council and a Secretariat. In accordance with paragraph
24, a Scientific and Technical Advisory Panel (STAP) shall provide appropriate advice.

The Implementing Agencies shall establish a process for their collaboration in accordance
with an interagency agreement 1o be concluded on the basis of the principles set forth in
Annex D. )

Assembly

13.

14.

The Assembly shall consist of Representatives of all Participants. The Assembly shall meet
once every three years. Each Participant may appoint one Representative and one Alternate
to the Assembly in such manner as it may determine. Each Representative and each Alternate
shall serve until replaced. The Assembly shall elect its Chairperson from among the
Representatives.

The Assembly shall:
(a) review the general policies of the Faciliry;

(b) review and evaluate the operation of the Facility on the basis of reports
submitted by the Council;

(c) keep under review the membership of the Facility; and

) consider, for approval by consensus, amendments to the present Instrument on
the basis of recommendations by the Council.
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Council

15.

16.

17.

18.

19.

Page 8

The Council shall be responsible for developing, adopting and evaluating the operational
policies and programs for GEF-financed activities, in conformity with the present Instrument
and fully taking into account reviews carried out by the Assembly. Where the GEF serves for
the purposes of the financial mechanisms of the conventions referred to In paragraph 6, the
Council shall act in conformiry with the policies, program priorities and eligibility criteria
decided by the Conference of the Parties for the purposes of the convention concerned.

The Council shall consist of 32 Members. representing constituency groupings formulated
and distributed taking into account the need for balanced and equitable representation of all
Participants and giving due weight to the funding efforts of all donors. There shall be 16
Members from developing countries, 14 Members from developed countries and 2 Members
from the countries of central and eastern Europe and the former Soviet Union, in accordance
with Annex E. There shall be an equal number of Alternate Members. The Member and
Alternate representing a constituency shall be appointed by the Participants in each
constituency. Unless the constituency decides otherwise, each Member of the Council and
each Alternate shall serve for three years or until a new Member is appointed by the
constituency, whichever comes first. A Member or Alternate may be reappointed by the
constituency. Members and Alternates shall serve without compensation. The Alternate
Member shall have full power to act for the absent Member.

The Council shall meet semi-annually or as frequently as necessary at the seat of the
Secretariat to enable it to discharge its responsibilities. Two-thirds of the Members of the
Council shall constitute a quorum.

At each meeting, the Council shall elect a Chairperson from among its Members for the
duration of that meeting. The elected Chairperson shall conduct deliberations of the Council
at that meeting on issues related to Council responsibilities listed in paragraphs 20(b), (g), (i),
() and (k). The position of elected Chairperson shall alternate from one meeting to another
between recipient and non-recipient Council Members. The Chief Executive Officer of the
Facility (CEO) shall conduct deliberations of the Council on issues related to Council
responsibilities listed in paragraphs 20(c), (e), (f) and (h). The elected Chairperson and the
CEO shall jointly conduct deliberations of the Council on issues related to paragraph 20(a).

Costs of Council meetings, including travel and subsistence of Council Members from

developing countries, in particular the Least Developed Countries, shall be disbursed from the
administrative budget of the Secretariat as necessary.
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20. The Council shall:

(a)

(®)

©)

(@

(e)

)

(2

()

keep under review the operation of the Facility with respect to its purposes,
scope and objectives;

ensure that GEF policies. programs. operauonal strategies and projects are
monitored and evaluated on a regular basis;

review and approve the work program referred to in paragraph 29, monitor
and evaluate progress in the implementation of the work program and provide
related guidance to the Secretariat, the Implementing Agencies and the other
bodies referred to in paragraph 28. recognizing that the Implementing
Agencies will retain responsibility for the further preparation of individual
projects approved in the work program:

arrange for Council Members to receive final project documents and within
four weeks transmit to the CEO any concerns they may have prior to the CEO
endorsing a project document for final approval by the Implementing Agency;

direct the utilization of GEF funds, review the availability of resources from
the GEF Trust Fund and cooperate with the Trustee to mobilize financial
resources;

approve and periodically review operational modalities for the Facility,
including operational strategies and directives for project selection, means to
facilitate arrangements for project preparation and execution by organizations
and entities referred to in paragraph 28, additional eligibility and other
financing criteria in accordance with paragraphs 9(b) and 9(c) respectively,
procedural steps to be included in the project cycle, and the mandate,
composition and role of STAP;

act as the focal point for the purpose of relations with the Conferences of the
Parties to the conventions referred to in paragraph 6, including consideration,
approval and review of the arrangements or agreements with such
Conferences, receipt of guidance and recommendations from them and
compliance with requirements under these arrangements or agreements for
reporting to them;

in accordance with paragraphs 26 and 27, ensure that GEF-financed activities
relating to the conventions referred to in paragraph 6 conform with the
policies, program priorities and eligibility criteria decided by the Conference
of the Parties for the purposes of the convention concerned;
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(1) appoint the CEO in accordance with paragraph 21. oversee the work of the
Secretariat, and assign specific tasks and responsibilities to the Secretariat;

)] review and approve the adminisirative budget of the GEF and arrange for
periodic financial and performance audits of the Secretariat and the
Implementing Agencies with regard to activities undertaken for the Facility;

$9) in accordance with paragraph 31, approve an annual report and keep the UN
Comnussion on Sustainable Development apprised of its activities; and

)] exercise such other operational functions as may be appropriate to fulfill the
purposes of the Facility.

Secretariat

21.

Page 10

The GEF Secretariat shall service and report to the Assembly and the Council. The
Secretariat, which shall be headed by the CEO/Chairperson of the Facility, shall be supported
administratively by the World Bank and shall operate in a functionally independent and
effective manner. The CEO shall be appointed to serve for three years on a full time basis by
the Council on the joint recommendation of the Implementing Agencies. Such
recommendation shall be made after consultation with the Council. The CEO may be
reappointed by the Council. The CEO may be removed by the Council only for cause. The
staff of the Secretariat shall include staff members seconded from the Implementing Agencies
as well as individuals hired competitively on an as needed basis by one of the Implementing
Agencies. The CEO shall be responsible for the organization, appointment and dismissal of
Secretariat staff. The CEO shall be accountable for the performance of the Secretariat
functions to the Council. The Secretariat shall, on behalf of the Council, exercise the
following functions:

(a) implement effectively the decisions of the Assembly and the Council;

(b) coordinate the formulation and oversee the implementation of program
activities pursuant to the joint work program, ensuring liaison with other
bodies as required, particularly in the context of the cooperative arrangements
or agreements referred to in paragraph 27;

©) in consultation with the Implementing Agencies, ensure the implementation of
the operational policies adopted by the Council through the preparation of
common guidelines on the project cycle. Such guidelines shall address project
identification and development, including the proper and adequate review of
project and work program proposals, consultation with and participation of
local communities and other interested parties, monitoring of project
implementation and evaluation of project results;
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(d) review and report to the Council on the adequacy of arrangements made by
the Implementing Agencies in accordance with the guidelines referred to in
paragraph (c) above. and if warranted. recommend to the Council and the
Implementing Agencies additional arrangements for project preparation and
execution under paragraphs 20(f) and 28;

(e) chair interagency group meetings to ensure the effective execution of the
Council's decisions and to facilitate coordination and collaboration among the
Implementing Agencies:

@ coordinate with the Secretariats of other relevant internmational bodies, in
particular the Secretariats of the conventions referred to in paragraph 6 and
the Secretariars of the Montreal Protocol on Substances that Deplete the
Ozone Layer and its Multilateral Fund;

€3] report to the Assembly, the Council and other institutions as directed by the
Council;

t) provide the Trustee with all relevant information to enable it to carry out its
responsibilities; and

) perform any other functions assigned to the Secretariat by the Council.

Implementing Agencies

22.

23.

The Implementing Agencies of the GEF shall be UNDP, UNEP, and the World Bank. The
Implementing Agencies shall be accountable to the Council for their GEF-financed activities,
including the preparation and cost-effectiveness of GEF projects, and for the implementation
of the operational policies, strategies and decisions of the Council within their respective areas
of competence and in accordance with an interagency agreement to be concluded on the basis
of the principles of cooperation set forth in Annex D to the presenmt Instrument. The
Implementing Agencies shall cooperate with the Participants, the Secretariat, parties receiving
assistance under the GEF, and other interested parues. including local communities and non-
governmental organizations, to promote the purposes of the Facility.

The CEO shall periodically convene meetings with the heads of the Implementing Agencies to
promote interagency collaboration and communication, and to review operational policy
issues regarding the implementation of GEF-financed activities. The CEO shall transmit their
conclusions and recommendations to the Council for its considerarion.

Scientific and Technical Advisory Panel (STAP)

24.

UNERP shall establish, in consultation with UNDP and the World Bank and on the basis of
guidelines and criteria established by the Council, the Scientific and Technical Advisory Panel
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25.

fige 12

(STAP) as an advisory body to the Facility. UNEP shall provide the STAP's Secretariat and
shall operate as the liaison between the Facility and the STAP.

PRINCIPLES OF DECISION-MAKING
(@) Procedure

The Assembly and the Council shall each adopt by consensus regulations as may be necessary
or appropriate to perform their respective functions transparently; in particular, they shall
determine any aspect of their respective procedures, including the admission of observers and,
in the case of the Council. provision for executive sessions.

(b) Consensus

Decisions of the Assembly and the Council shall be taken by consensus. In the case of the
Council if, in the consideration of any matter of substance, all practicable efforts by the
Council and its Chairperson have been made and no consensus appears attainable, any
member of the Council may require a formal vote.

© Formal Vote

(i) Unless otherwise provided in this Instrument, decisions requiring a formal vote by
the Council shall be taken by a double weighted majority, that is, an
affirmauve vote representing both a 60 percent majority of the total number of
Participants and a 60 percent majority of the total contributions.

(ii) Each Member of the Council shall cast the votes of the Participant or
Participants he/she represents. A Member of the Council appointed by a
group of Participants may cast separately the votes of each Participant in the
constituency he/she represents.

(1ii) For the purpose of voting power, total contributions shall consist of the actual
cumulative contributions made to the GEF Trust Fund as specified in Annex
C (Attachment 1) and in subsequent replenishments of the GEF Trust Fund,
contributions made to the GET, and the grant equivalent of co-financing and
parallel financing made under the GEF pilot program, or agreed with the
Trustee, until the effective date of the GEF Trust Fund. Unuil the effective
date of the GEF Trust Fund, advance contributions made under paragraph
7(c) of Annex C shall be deemed to be contributions to the GET.
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26.

27.

28.

29.

30.

RELATIONSHIP AND COOPERATION WITH CONVENTIONS

The Council shall ensure the effective operation of the GEF as a source of funding activities
under the conventions referred to m paragraph 6. The use of the GEF resources for purposes
of such conventions shall be in conformity with the policies, program priorities and eligibility
criteria decided by the Conference of the Parties of each of those conventions.

The Council shall consider and approve cooperative arrangements or agreements with the
Conferences of the Parties to the conventions referred to in paragraph 6, including reciprocal
arrangements for representation in meetings. Such arrangements or agreements shall be in
conformity with the relevant provisions of the convention concerned regarding its financial
mechanism and shall include procedures for determining jointly the aggregate GEF funding
requirements for the purpose of the convention. With regard to each convention referred to in
paragraph 6, until the first meeting of its Conference of the Parties, the Council shall consult
the convention's interim body.

COOPERATION WITH OTHER BODIES

The Secretariat and the Implementing Agencies under the guidance of the Council shall
cooperate with other international organizations to promote achievement of the purposes of
the GEF. The Implementing Agencies may make arrangements for GEF project preparation
and execution by mulitilateral development banks, specialized agencies and programs of the
United Nations, other international organizations, bilateral development agencies, national
institutions, non-governmental organizations, private sector entities and academic institutions,
taking into account their comparative advantages in efficient and cost-effective project
execution.” Such arrangements shall be made in accordance with national priorities. Pursuant
to paragraph 20(f), the Council may request the Secretariat to make similar arrangements in
accordance with national priorities. In the event of disagreements among the Implementing
Agencies or between an Implementing Agency and any entity concerning project preparation
or execution, an Implementing Agency or any entity referred to in this paragraph may request
the Secretariat to seek to resolve such disagreements.

OPERATIONAL MODALITIES

The Secretariat shall coordinate the preparation of and determine the content of a joint work
program for the GEF among the Implemenring Agencies, including an indication of the
financial resources required for the program, for approval by the Council. The work
program shall be prepared in accordance with paragraph 4 and in cooperation with eligible
recipients and any executing agency referred to in paragraph 28.

GEF projects shall be subject to endorsement by the CEO before final project approval. If at
least four Council Members request that a project be reviewed at a Council meeting because
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31.

IX.

in their view the project is not consistent with the Instrument or GEF policies and procedures,
the CEO shall submit the project document to the next Council meeung, and shall only
endorse the project for final approval by the Implemenung Agency if the Council finds that
the project is consistent with the Instrument and GEF policies and procedures.

REPORTING

The Council shall approve an annual report on the activities of the GEF. The report shall be
prepared by the Secretariat and circulated to all Participants. It shall contain information on
the activities carried out under the GEF, including a list of project ideas submitted for
consideration and a review of the project activities funded by the Facility and their outcomes.
The report shall contain all the information necessary to meet the principles of accountability
and transparency that shall characterize the Facility as well as the requirements arising from
the reporting arrangements agreed with each Conference of the Parties to the conventions
referred to in paragraph 6. The report shall be conveyed to each of these Conferences of the
Parties, the United Nations Commission on Sustainable Development and any other
international organization deemed appropriate by the Council.

TRANSITIONAL AND FINAL PROVISIONS

Termination of the GET

32.

The World Bank shall be invited to terminate the existing Global Environment Trust Fund
(GET) on the effective date of the establishment of the new GEF Trust Fund, and any funds,
receipts, assets and liabilities held in the GET upon termination, including the administration
of any cofinancing by the Trustee in accordance with the provisions of Resolution No. 91-5
of the Executive Directors of the World Bank, shall be transferred to the new GEF Trust
Fund. Pending the termination of the GET under this provision, projects financed from the
GET resources shall continue to be processed and approved subject to the rules and
procedures applicable to the GET.

Interim Period

33.
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The Council may, pursuant to the provisions of this Instrument, be convened during the
period from the adoption of this Instrument and its annexes by the Implementing Agencies
until the effective date of the establishment of the new GEF Trust Fund (a) to appoint, by
consensus, the CEO in order to enable him/her to assume the work of the Secretariat, and (b)
to prepare the Council’s rules of procedure and the operational modalities for the Facility.
The first meeting of the Council shall be organized by the secretariat of the GEF pilot
program. Administrative expenses during this interim period shall be covered by the existing
GET.
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Amendment and Termination

34, Amendment or termination of the present Instrument may be approved by consensus by the
Assembly upon the recommendation of the Council, after taking 1nto account the views of the
Implementing Agencies and the Trustee, and shall become effective after adoption by the
Implementing Agencies and the Trustee in accordance with their respective rules and
procedural requirements. This paragraph shall apply to the amendment of any annex to this
Instrument unless the annex concerned provides otherwise.

35. The Trustee may at any time terminate its role as trustee in accordance with paragraph 14 of
Annex B, and an Implementing Agency may at any time terminate its role as implementing
agency, after consultation with the other Implementing Agencies and after giving the Council
six months notice in writing.
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ANNEX A

Notification of Participation/Termination of Participation

The Government of hereby notifies the Chief Executive Officer of the
Global Environment Facility ("the Facility") that it will participate [terminate its participation] in the
Facility.

(Date) (Name and Office)

NOTE: The notification is to be signed on behaif of the Government by a duly authorized representative thereof.
Participation, and termination of participauon. will take effect upon deposit of the notification with the CEO. In the
case of a State contributing to the GEF Trust Fund, an mstrument of comrmtment (Attachment 2 of Annex C) shall be

deemed to serve as a notification of participation.
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ANNEX B

ROLE AND FIDUCIARY RESPONSIBILITIES OF THE TRUSTEE
OF THE GEF TRUST FUND

1. The World Bank shall be the Trustee of the GEF Trust Fund (the Fund) referred to in
paragraph 8 of the Instument and in this capacity shall, as legal owner, hold in -trust the
funds, assets and receipts which constitute the Fund. and manage and use them only for the
purpose of, and in accordance with, the provisions of the Instrument keeping them separate
and apart from all other accounts and assets of, or administered by, the Trustee.

2. The Trustee shall be accountable to the Council for the performance of its fiduciary
responsibilities as set forth in this Annex.

3. The Trustee shall administer the Fund in accordance with the applicable provisions of the
Insoument and such decisions as the Council may take under the Instrument and shall be
bound in the performance of its duties by the applicable provisions of the Trustee's Articles of
Agreement, By-Laws, rules and decisions (hereinafter referred to as "the rules of the
Trustee").

4. The responsibilities of the Trustee shall include in particular:

(a) the mobilization of resources for the Fund and the preparation of such smdies and
arrangements as may be required for this purpose;

1)) the financial management of the Fund, including the investment of its liquid assets,
the disbursement of funds to the Implementing and other executing Agencies as well
as the preparation of the financial reports regarding the invesmment and use of the
Fund's resources;

(© the maintenance of appropriate records and accounts of the Fund, and providing for
their audit, in accordance with the rules of the Trustee; and

d) the monitoring of the application of budgetary and project funds in accordance with
paragraph 21(h) of the Instrument and paragraph 11 of this Annex so as to ensure that
the resources of the Fund are being used in accordance with the Instrument and the
decisions taken by the Council, including the regular reporting to the Council on the
status of the Fund's resources.

5. The Trustee shall exercise the same care in the discharge of its functions under this Annex as
it exercises with respect to its own affairs and shall have no further liability in respect thereof.
To this end, the Trustee shall apply such considerations of economy and efficiency as may be
required for the investment and disbursement of funds from the Fund, consistent with the
rules of the Trustee and the decisions of the Council.
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6. All amounts in respect of which the Trustee is authorized to make commitments or
disbursements under the Instrument shall be used by the Trustee on the basis of the work
program approved by the Council for the activities of the Facility, including the reasonable
expenses incurred by the Implemening Agencies and any executing agency in the
performance of their responsibilities, in accordance with the Instrument and the decisions
taken by the Council. All amounts in respect of which the Trustee is authorized to make
transfers to the Implementing Agencies and any executing agency shall be transferred as
agreed between the Trustee and the transferee.

7. The Trustee may enter into arrangements and agreements with any national or international
entity as may be needed in order to administer and manage financing for the purpose of, and
on terms consistent with, the Instrumen:. Upon the request of the Council, the Trustee will,
for the purposes of paragraph 27 of the Instrument, formalize the arrangements or agreements
that have been considered and approved by the Council with the Conferences of the Parties of
the conventions referred to in paragraph 6 of the Instrument.

8. Pending transfers to the Implementing Agencies or an executing agency, the Trustee may
invest the funds held in the Fund in such form as it may decide, including pooled investments
(in which separate accounts shall be held for the funds of the Fund) with other funds owned,
or administered, by it. The income of such investments shall be credited to the Fund, and the
Trustee shall be reimbursed annually from the resources of the Fund for the reasonable
expenses incurred by it for the administration of the Fund and for expenses incurred in
administratively supporting the Secretariat. The reimbursement shall be made on the basis of
estimated cost, subject to end of year adjustment.

9. The Trustee shall make all necessary arrangements to avoid commitments on behalf of the
Fund in excess of the resources available to such Fund.

10. In order to enable the Trustee to carry out its functions enumerated in this Annex, the Chief
Executive Officer of the Facility (CEO) shall cooperate fully with the Trustee and shall
observe the rules of the Trustee specified in paragraph 3 above, in the activities of the
Secretariat relating to the administration of the Fund under the provisions of the Instrument
and its Annexes.

11. To ensure that the resources of the Fund are being used in accordance with the Instrument and
the decisions taken by the Council, the Trustee shall work with the Implementing Agencies
and the CEO to address and resolve any-concerns it may have about inconsistencies between
the uses of Fund resources and such Instrument and decisions. The CEO shall inform the
Council of any concerns that the Trustee or an Implementing Agency may have which are not
satisfactorily resolved.
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12. Should it appear to the Council or the Trustee that there is an inconsistency between the
decisions of the Council and the rules of the Trustee. the Council and the Trustee shall consuit
each other with a view to avoiding the inconsistency.

13. The privileges and immunities accorded to the Trustee under its Articles of Agreement shail
apply to the property, assets, archives, income, operations and transactions of the Fund.

14. The provisions of this Annex may be amended by the Executive Directors of the Trustee only
with the agreement of the Council and the other Implementing Agencies. The provisions of
this Annex may be terminated when the Executive Directors of the Trustee so decide after
consultation with the Council and the other Implementing Agencies and after giving the
Council six months notice in writing. In case of termination. the Trustee shall take all
necessary action for winding up its activities in an expeditious manner, in accordance with
such decision. The decision shall also provide for meeting the commitments of the Facility
already made for grants and transfers, and for the disposition of any remaining funds,
receipts, assets or liabilities of the Fund upon termination.
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ANNEX C

GEF TRUST FUND — FINANCIAL PROVISIONS FOR REPLENISHMENT

Contributions

1. The Bank, acting as Trustee for the GEF Trust Fund, is authorized to accept contributions to
the Fund for the period from July 1, 1994 to June 30, 1997:

(a)

(b)

by way of gramt from each Participant in the amount specified for each participant in
Attachment 1; and

other contributions on terms consistent with the present Annex.

Instruments of Commitment

2. (a)
(b)
3. (a)
(b)
©

Participants contributing to the GEF Trust Fund (Contributing Participants) shall be
expected to deposit with the Trustee an instrument of commitment substantially in the
form set out in Attachment 2 (Instrument of Commumment).

When a Contributing Participant agrees to pay a part of its contribution without
qualification and the remainder is subject to enmactment by its legislature of the
necessary appropriation legislation, it shall deposit a qualified instrument of
commitment in a form acceptable to the Trustee (Qualified Instument of
Commitment); such Participant undertakes to exercise its best efforts to obtain
legislative approval for the full amount of its contribution by the payment dates set out
in paragraph 3.

Contributions to the GEF Trust Fund under paragraph ! (a) shall be paid, at the
option of each Contributing Participant, in cash by November 30, 1994 or in
installments.

Payment in cash under paragraph (a) above shall be made on terms agreed between
the Contributing Participant and the Trustee that shall be no less favorable to the GEF
Trust Fund than payment in instaliment.

Payment in installments that a Contributing Participant agrees to make without
qualification shall be paid to the Trustee in four equal installments by November 30,
1994, November 30, 1995, November 30, 1996 and November 30, 1997, provided
that:
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(i) the Trustee and each Contributing Participant may agree to earlier payment;

(ii) if the GEF Trust Fund shall not have become effective by October 31, 1994,
payment of the first such installment may be postponed by the Contributing
Participant for not more than 30 days after the date on which this Annex
becomes effective;

(iii)  the Trustee may agree to postpone the payment of any installment, or part
thereof, if the amount paid, together with any unused balance of previous
payments by the Contributing Participant, shall be at least equal to the amount
estimated by the Trustee to be required from the Contributing Participant, up
to the date of the next installmeni. for meeting commitments under the GEF
Trust Fund; and

(iv) if any Contributing Participant shall deposit an Instrument of Commitment
with the Trustee after the date on which the first installment of the contribu-
tions is due, payment of any installment, or part thereof, shall be made to the
Trustee within 30 days after the date of such deposit.

@ If a Contributing Participant has deposited a Qualified Instrument of Commitment and
thereafter notifies the Trustee that an installment, or part thereof. is unqualified after
the date when it was due, then payment of such installment, or part thereof, shall be
made within 30 days of such notification.

Mode of Payment in Installments

4. @ Payments shall be made, at the option of each Conmibuting Participant, in cash on
terms agreed between the Contributing Participant and the Trustee that shall be no less
favorable to the GEF Trust Fund than payment in installments or by the deposit of
notes or similar obligations issued by the government of the Contributing Participant
or the depository designated by the Conrributing Participant, which shall be non-
negotiable, non-interest bearing and payable at their par value on demand to the .
account of the Trustee.

) The Trustee shall encash the notes or similar obligations quarterly in equal
proportions in terms of their unit of denomination, as needed for disbursement and
transfers referred to in paragraph 8 and the operational and administrative
requirements for liquidity of the Trustee and the Implementing Agencies, as
determined by the Trustee. At the request of a Contributing Participant that is also an
eligible recipient under the GEF Trust Fund the Trustee may permit postponement of
encashment for up to two years in light of exceptionally difficult budgetary
circumstances of the Contributing Participant.
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In respect of each contribution under paragraph 1 (b), payment shall be made in
accordance with the terms on which such contributions are accepted by the Trustee.

Currency of Denomination and Payment

S. (a)

(b

©
Effective Date
6. (a)

®)

Contributing Participants shall denominate their contributions in Special Drawing
Rights (SDRs) or a currency that is freely convertible as determuned by the Trustee,
except that if a Contributing Participant’'s economy experienced a rate of inflation in
excess of fifteen percent per annum on average in the period 1990 to 1992 as
determined by the Trustee as of the date of adoption of this Annex, its contribution
shall be denominated in SDRs.

Contributing Participants shall make payments in SDRs, a currency used for the
valuation of the SDR, or with the agreement of the Trustee in another freely
convertible currency, and the Trustee may exchange the amounts received for such
currencies as it may decide.

Each Contributing Participant shall maintain, in respect of its currency paid to the
Trustee and the currerncy of such Contributing Participant derived therefrom, the same
convertibility as existed on the date of adoption of this Annex.

The GEF Trust Fund shall become effective and the resources to be contributed
pursuant to this Annex shall become payable to the Trustee on the date when
Contributing Participants whose contributions aggregate not less than SDR 980.53
million shall have deposited with the Trustee Instruments of Commitment or Qualified
Instruments of Commitment (the effective date), provided that this date shall not be
later than October 31, 1994, or such later date as the Trustee may determine.

If the Trustee determines that the effective date is likely to be unduly delayed, it shall
convene promptly a meeting of the Contributing Participants to review the situation
and to consider the steps to be taken to prevent an interruption of GEF financing.

Advance Contribution

7.

(a)

In order to avoid an interruption in the GEF's ability to make financing commitments
pending the effectiveness of the GEF Trust Fund, and if the Trustee will have
received Instruments of Commimnent from Contributing Participants whose
contributions aggregate not less than SDR 280.15 million the Trustee may deem,
prior to the effective date, one-quarter of the total amount of each contribution for
which an Instrument of Commitment has been deposited with the Trustee as an
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advance contribution. unless the Contributing Participant specifies otherwise in its
Instrument of Commitment. Advance contributions shall be paid to the GEF under
Resolution 91-5 adopted by the Executive Directors of the World Bank and shall be
governed by the provisions of that Resolution until the effective date.

®) The Trustee shall specify when advance contributions pursuant to paragraph (a) above
are 1o be paid to the Trustee.

©) The terms and conditions applicable to contributions under this Annex shail apply also
to advance contributions until the effective date, when such contributions shall be
deemed to constitute payment towards the amount due from each Contributing
Participant for its contribution.

Commitment or Transfer Authority

8. (a) Contributions shall become available for commitment by the Trustee, for
disbursement or transfer as needed pursuant to the work program approved by the
Council under paragraph 20(c) of the Instrument. upon receipt of payment by the
Trustee. except as provided in subparagraph (c) below.

®) The Trustee shall promptly inform Contributing Participants if a Participant that has
deposited a Qualified Instrument of Commitment and whose contribution represents
more than 20 percent of the total amount of the resources to be contributed pursuant
to this Annex has not unqualified at least 50 percent of the total amount of its
contribution by November 30, 1995, or 30 days after the effective date, whichever is
later, and at least 75 percent of the total amount of its contribution by November 30,
1996, or 30 days after the effective date, whichever is later, and the total amount
thereof by November 30, 1997, or 30 days after the effective date, whichever is later.

©) Within 30 days of the dispatch of notice by the Trustee under paragraph (b) above,
each other Contributing Participant may notify the Trustee in writing that the
commiment by the Trustee of the second, third or fourth tranche, whichever is
applicable, of such Participant's contribution shall be deferred while, and to the extent
that, any part of the contribution referred to in subparagraph (b) remains qualified;
during such period, the Trustee shall make no commitments in respect of the
resources to which the notice pertains uniess the right of the Contributing Participant
is waived pursuant to paragraph (d) below.

(@) The right of a Contributing Participant under paragraph (c) above may be waived in

writing, and it shail be deemed waived if the Trustee receives no written notice
pursuant to such subparagraph within the period specified therein.
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© The Trustee shall consult with the Contributing Participants where, in its judgment:
(1) there is a substantial likelihood that the total amount of the contribution referred to
in paragraph (b) above could not be committed to the Trustee without qualification by
June 30, 1998, or (ii) as a result of Contributing Participants exercising their rights
under paragraph (b), the Trustee is or may shortly be precluded from entering into
new commitments for disbursement or transfer.

$3) Commitment and transfer authority shall be increased by:

(i) the income of investment of resources held in the GEF Trust Fund pending
disbursement or transfer by the Trustee;

(i) uncommitted resources transferred to the Trustee upon termination of the
GET;

(iii) the amount of undisbursed commitments that have been cancelled; and

(iv)  payments received by the Trustee as repayment, interest or charges on loans
made by the GEF Trust Fund.

(2 Commitment and transfer authority shall be reduced for the reimbursement of
administrative costs charged against the resources of the GEF Trust Fund, as
determined by the Trustee on the basis of the work program and budget approved by
the Council.

(h) The Trustee may enter into agreements to provide financing from the GEF Trust

Fund, conditional on such financing becoming effective and binding on the GEF Trust
Fund when resources become available for commitment by the Trustee.
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Attachment |
GLOBAL ENVIRONMENT FACILITY TRUST FUND
CONTRIBUTIONS
(in millions)
National
Contributing SDR Currency
Participants Amounts Amounts a/
Group 1 b/ ¢/
Australia 20.84 42.76
Austria 14.28 231.51
Canada 61.78 111.11
Denmark 25.08 f/
Finland 15.45 124.00
France 102.26 806.71
Germany 171.30 394.76
Italy 81.86 159,803.25
Japan 295.95 45,698.09
Netherlands 50.97 f/
New Zealand 4.00 10.35
Norway 21.93 216.42
Portugal 4.00 f/
Spain 12.36 2,180.10
Sweden 41.60 450.04
Switzerland 31.97 f/
United Kingdom 96.04 89.55
United States 306.92 430.00
Group [I b/
Brazil 4.00 f/
China 4.00 f/
Cote d'Ivoire 4.00 f/
Egypt 4.00 f/
India 6.00
Mexico 4.00 f/
Pakistan 4.00
Turkey 4.00 f/
Ireland 1.71 1.64
Other d/ 6.48
Unallocated e/ 42.83
TOTAL in SDRs 1,443.59
TOTAL in US$ g/ 2,022.52
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a/Calculated by converting the SDR amount to the national currency using an average of daily
exchange rates over the period February 1. 1993 to October 31, 1993.
b/Group I consists of non-recipient donors that participated in the replenishment meetings.
Group II consists of recipient donors that participated in the replenishment meetings.
Group III consists of other donors.
c/The following table shows background information and explanations regarding the breakdown of
Group [ contributions according to contributions based on IDA10 Basic Shares.
Supplementary Contributions towards meeting adjusted IDA10 shares. and additional Supplementary
Contributions.
d/Includes the enhanced value of contributions through accelerated encashments, not included in the
figures above and new and additional contributions made to the GET and expected to be available
for the GEF2.
e/lt is expected that other donors will make contributions amounting to US$60 million (SDR 42.83
million), which represents 3% of the original replenishment target of US$2,000 million.
f/These countries are denomnating their contributions mn SDRs.
g/Calculated by converting the SDR amount into USSs using an average of daily exchange rates over
the period February 1, 1993 to October 31, 1993.
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INTRODUCTION

This document presents a pragmatic description of the procedures that will be followed throughout
the project cycle for GEF-financed activities, and it addresses the role and responsibilities of the
major actors in the GEF project cycle: recipient governments, Implementing Agencies, STAP, the
Council, the CEO and the GEF Secretariat.

The Council reviewed and approved the GEF project cycle at its meeting in May 1995. In its
approval, the Council stressed the need to apply its procedures flexibly, recognizing the differences
that may exist between specific projects, focal areas, and regions. The Council agreed that the
project cycle should be kept under review, particularly in light of the information and analysis that
will be generated through monitoring and evaluation activities. The Council agreed that the project
cycle should be updated as necessary by the Secretariat to reflect any additional policies approved by
the Council.



Basic
principles

| PRINCIPLES OF PROJECT CYCLE

The GEF will ensure the cost-effectiveness of its activities in addressing the
targeted global environmental issues, will fund programs and projects which
are country-driven and based on national priorities designed to support
sustainable development. and will maintain sufficient flexibility to respond to
changing circumstances in order to achieve its purposes.'

The GEF operational policies will be determined by the Council, and with
respect to GEF-financed projects, will provide for full disclosure of all non-
confidential information, and consultation with. and participation as
approgriate of, major groups and local communities throughout the project
cycle.

The Secretariat and the Implementing Agencies, under the guidance of the
Council, will cooperate with other international organizations to promote
achievement of the purposes of the GEF. The Implementing Agencies may
make arrangements for GEF project preparation and execution by multilateral
development banks, specialized agencies and programs of the United Nations,
other intermational organizations, bilateral development agencies, national
institutions, non-governmental organizations, private sector entities and
academic institutions, taking into account their comparative advantages in
efficient and cost-effective project execution. Such arrangements will be
made in accordance with national priorities.3

The three Implementing Agencies recognize the need for institutional
arrangements in conformity with, and contributing to the fulfillment of, GEF
objectives, based on a results-oriented approach and in a spirit of partmership,
and consistent with the principles of universality, transparency, cost-
effectiveness and accountability.*

The Implementing Agencies will put these principles into practice by ensuring
the development and implementation of programs and projects which are
country-driven and based on national priorities designed to support

1. Instrument, paragraph 4.

2. Instrument, paragraph 5.

3. Instrument, paragraph 28.

4. Instrument, Annex D, paragraph 4.
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sustainable
development.

Actions needed to attain global environmental benefits are strongly influenced
by existing national policies and subregional and regional cooperative
mechanisms. GEF financing must be coordinated with appropriate national
policies and strategies as well as with development financing. To the extent
that the GEF operates a funding mechanism for global environmental
conventions, the Implementing Agencies will collaborate with eligible
countries on project programming and implementation, either directly or,
where appropriate, at a subregional or regional level, of the program priorities
and criteria adopted by the Conference of the Parties to each Convention.’

In developing GEF work programs and in project preparation, the
Implementing Agencies will, through country-driven initiatives, collaborate
with eligible countries in the identification of projects for GEF funding
through the Project Preparation and Development Facility. Priority will be
given to integrating global environmental concerns with national ones, in the
framework of national sustainable deveIOpment.6

The Implementing Agencies will assure the cost-effectiveness and
sustainability of their activities in addressing the targeted global environmental
issues. In this context, one important feature of adhering to these principles is
that the least-cost sustainable means of meeting many global environmental
objectives lie in a combination of investment, technical assistance, and policy
actions at the national and regional levels. The experience and mandate of
each Implementing Agency will contribute to bringing to light, when
assessing specific project interventions, the range of possible policy, technical
assistance, and investment options. In addition, each Implementing Agency
will strive to promote measures to achieve global environmental benefits
within the context of its regular work programs.7

The Implementing Agencies are committed to facilitating continued effective

participation, as appropriate. of major groups and local communities and to

promoting opportunities for mobilizing external resources in support of GEF
.. 3

activities.

5. Inswument, Annex D, paragraph 5.
6. Instrument, Annex D, paragraph 6.
7. Instrument, Annex D, paragraph 7.
8. Instrument, Annex D, paragraph 8.
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Country
“operational”
Jocal points

Project
identification

Collaboration among the Implementing Agencies will be sufficiently flexible
to promote introduction of modifications as the need arises. Within an overall
cooperative framework, the Implementing Agencies will strive for innovative
approaches to strengthening their collaboration and effectiveness, in particular
at the country level, and an efficient division of labor that

maximizes the synergy among them and recognizes their terms of reference
and comparative advantages.’

. PROCEDURAL STEPS IN PROJECT CYCLE
Phase I: From Project Concept or Idea to Work Program Approval
Country focus

Each recipient country will be invited to identify an operational focal point
with which the Implementing Agencies will coilaborate on GEF operational
activities. The GEF focal point will be responsible for:

(a) acting as the principal contact point for all GEF activities in
the country;

(b) reviewing project ideas and concepts, endorsing their
consistency with respect to the national programs and the
country's participation in the Climate Change or Biological
Diversity conventions, and confirming their national priorities

©) facilitating broad as well as project-related consultation; and

(d) providing feedback on GEF activities.

Project Identification and Preparation

Project ideas should be identified in full consultation with the recipient
country operational focal point. The Implementing Agencies will work with
the operational focal point to develop project ideas that are consistent with the
county's national programs and priorities as well as the GEF operational
strategies.

9. Instrument, Annex D, paragraph 9.
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13.

Project
preparation

PDF

Government
endorsement

The GEF will encourage and strengthen partnerships to address programs at
the regional level. Regional programs and projects may be developed in all
countries that endorse the GEF activity. GEF financing will only be provided
to those eligible to receive GEF funding. Global program and project
proposals will be designed to facilitate national-level efforts to achieve global
environmental benefits.

Careful preparation of project ideas is requisite for quality projects. When a
recipient country requests financial and technical help with project
preparation, it may seek such assistance from a variety of sources. GEF
project preparation funding is available through the Project Preparation and
Development Facility (PDF). Where feasible. the PDF would normally
complement other sources of finance for preparation of a project proposal:
World Bank loans, UNDP technical assistance grants, bilateral finance, and
private funds. GEF project preparation resources should be allocated on an
incremental cost basis; that is, in proportion to the likely level of project
preparation costs financed by the non-incremental financier.

Recourse to GEF project preparation funds will not always be necessary.
There may be cases where GEF funds are not requested, or where the level of
project preparation is sufficiently advanced that GEF resources are not
required to prepare a project proposal for inclusion in the GEF work
program. Whatever the source of project preparation financing, it is
important for purposes of portfolio management that the Implementing
Agencies keep the Secretariat informed of all project proposals under
development for which GEF financing will be sought, and that the Secretariat
maintains a project proposal tracking system.

PDF financing is available for project proposal preparation under three blocks
(Blocks A, B, and C). Table [ is a summary of the objectives and approval
procedures for each of the blocks.

Before any PDF funds are committed by an Impiementing Agency, the project
idea will be discussed, reviewed, and endorsed at the country level by the
operational focal point.

In addition to the reporting on PDF expenditures that will be included in the
GEF Quarterly Operational Report, the Annual Report to the Council will
include a review of PDF operations and expenditures.



DESCRIPTION OF BLOCKS A, B, ANDC

initial project brief or draft project proposal;
scientific, technical, and environmental and
economic assessments; documentation on in-
country consultations

documentation, and information required for
preparing project documentation for
approval.

BLOCK A BLock B Block C
CEILING: $25,000 $350,000 $1 million
OBIJECTIVE: To make funds available at very early stages of To provide information requisite to complete | To provide additional financing, where required for large
project or program identification for pre-project projcct proposals and necessary supporting projects, to complete technical design and feasibility work.
activities at the national level. documentation. Normally, funds will be made available after Council has
approved project proposal.
APPROVAL: Implementing Agency CEO taking into account recommendations 1. If Council has approved project,
of GEFOP. by CEO taking into account
recommendations of GEFOP.
2. If Council has not approved
project proposal, taking into account,
recommendations of GEFOP:
(a) by CEO up to $750,000,
(b) by CEO in consultation
with the Council for funds
between $750,000 and
$1 million.
ENDORSEMENT: National Operational Focal Point National Operational Focal Point National Operational Focal Point
DOCUMENT: Information Sheet including basic project Page proposal including: project description, | PDF proposal including: (i) an explanation of project
proposal description, executing agency, expected | objectives and justification in view of GEF preparation resources (PDF or other) that have already been
outputs, and budget. operational strategy; summary of recipient’s | utilized; (ii) justification for the requested resources; (iii) a
commitiment; identification of key financing plan for use of Block C funds; and (iv) a descriptis
stahcholders; level and nature of national- of, and schedule for, outputs
level consultations; relationships to
conventions, national strategies and plans,
and Implementing Agency country
assistance; and preliminary financing plan.
" REPORTING: Allocations to Implementing Agencies reported in | Approved funding reported in quarterly Approved funding reported in quarterly operational bulletin
quarterly operational bulletin. operational bulletin.
REVIEW OF FUNDS | Information sheet to be submitted to the Report on how funds were used to be Report on how funds were used to be submitted to Council
USE: Secretariat for its information and record keeping. | submitted to Council, together with project
Each quarter, GEFOP 1o review coverage, proposal that is prepared with PDF resources.
direction and eligibility of Block A-funded.
activities and to make recommendations on their
content and direction.
" OutpuTs: Information necessary 1o prepare a preliminary Final project appraisal-supporting Technical Design and Feasibility Reports, Engineering desig

and projects.




GEFOP

GEFOP role
in project
preparation

GEFOP role in
project review

Government
endorsement

STAP expert
technical review

Consultations

GEF Operations Committee

The GEF Operations Committee (GEFOP) is an interagency committee with
important responsibilities in the project cycle. The GEFOP is composed of
representauves of the three Implementing Agencies, the Chairperson of
STAP and, as appropriate. representatives of the secretariats of the
Convention on Biological Diversity and the Framework Convention on
Climate Change. The Committee is chaired by a representative of the GEF
Secretariat.

With regard to the PDF, the GEFOP has a role under each of the three
blocks. Under Block A, the GEFOP is informed of Block A grants
approved by the Implementing Agencies. Every three months. the GEFOP
will review the coverage and overall direction of Block A-funded activities
and will make recommendations concerning future Block A funding.

Proposals for Block B funding are to be submitted to the GEFOP for its
review and recommendation as to whether the funding should be approved.
The recommendations of GEFOP are submitted to the Chief Executive
Officer (CEO), who is responsible for approving Block B funding.

Proposals for Block C funding are also to be submitted to the GEFOP for its
review and recommendations on funding. If Block C funding is requested
for a project proposal that has already been approved by the Council, the
CEO may approve the Block C funding, taking into account the
recommendation of the GEFOP. If the Council has not approved the
project proposal, then the CEO is authorized to approve Block C funding up
to $750,000. For funding between $750,000 and $1 miilion, the CEO will
consult with the Council prior to approval.

The GEFOP is also responsible for recommending to the CEO project
proposals for inclusion in the work program to be considered by the Council
at its regular meetings. Project proposals to be considered by the GEFOP
for inclusion in the work program are to be prepared in an agreed project
proposal format. Each project proposal must be endorsed by the recipient
country’s operational focal point. Each project proposal must attach a
technical review by an expert chosen from the roster developed and
managed by the STAP. Each project proposal must also record the
consultations that have been undertaken with major groups and local
communities during the preparation of the project.



Considerations

for GEFOP
review

- eligibility

- policy and
program
framework

- technical
review

Projects will be reviewed by the GEFOP, taking into account the following
considerations, as appropriate:

(a)

(b)

©

Country Eligibility:

(1) Within the financial mechanism:
. Party 10 Convention and
. Developing country; or
(i) Outside the financial mechanism:
. Eligibility under paragraph 9 (b) of the
Instrument (UNDP/World Bank criteria)
. Where relevant, party to Convention.

Policy and Program Framework of the proposed project:

0
(i)
(iii)
(iv)

Endorsement by recipient country operational

focal point;

Consultation and coordination among Implementing
Agencies;

Substantive eligibility: Consistency with GEF
strategy and operational programs;

Linkages t0:

a. Country/sector programs, national strategies,
action plans;

b. Implementing Agencies in-country
framework;

c. Pilot Phase activities;

d. Other focal areas;

€. Other programs and action plans at

region/sub-regional levels.

Technical review including:

(1)
(ii)
(ii)
(iv)
W)

(vi)

Specification of global benefits;

Thoroughness of technical reviews by experts from
STAP roster;

Response to recommendations of technical reviewers;
Plans to make natural resource use sustainable;
Environmental assessment and measures to prevent
or mitigate potential damage;

Technology cooperation and transfer.



- social (d)
assessment

and

consultation

* capacity (e)
building

- financial ®
information

* incremental (g)
cost

* monitoring
and )
evaluation

Social assessment and consultation including:

(1)

(ii)
(ii1)
(iv)
)

(vi)

Demonstration of local participation/consuitation in
project preparations and measures for on-going
participation and consultation in project
implementation;

Role of local communities;

Role of indigenous people:

Resettlement plans, if human populations are going
to be resettled;

Plans for public awareness, environmental education,
and social communication;

Gender considerations.

Capacity building

@)
(i)
(iii)
(iv)
V)

Training;

Institution building;

Planning and policy development;

Targeted research:

Linkage of capacity building 0 enabling activities
and to investment.

Financial information:

@)
(iD)

(ii1)
(iv)

v)

Funding and budget, including cost-effectiveness;
Ovérhead and management costs of Implementing
Agencies and executing agencies;

Use of PDF resources;

Co-financing from other sources and the
Implementing Agencies;

Financial sustainability.

Incremental cost (preliminary estimates):

®
(i1)

(iii)
(iv)

Correct application of methodology;

Procedures for estimation and agreement with
recipient country;

Reasonableness of estimates and assumptions for
baselines and projects; and

Lessons from comparable cases.

Monitoring and Evaluation:

®
(i)

Provision for monitoring and evaluation;

If continuation of previously funded project,
requirement that evaluation has been completed and
recommendations of evaluation have been taken into
account in formulation of project being proposed.
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CEO proposes
work program

Council
approval

STAP

Implementing
Agency prepares
final project
document

Incremental
Costs

On the basis of its review, the GEFOP recommends to the CEO projects to
be included in the work program. The CEO determines the content of the
work program proposed to the Council for approval.

The Council approves work programs at its regular meetings. In its review
of the work program, the Council will focus primarily on the strategic and
policy issues raised therein. Council Members may also provide written
technical comments on specific project proposals. Such written comments
should be submitted to the Secretariat no later than three weeks after the
conclusion of the Council meeting concerned.

STAP

Consistent with criteria approved by the Council, STAP may selectively
identify projects for review of their scientific and technical aspects.

Phase II: From Work Program Approval to Project Approval

Once the work program is approved, the Implementing Agency is
responsible for the further preparation of any of its project proposals in the
work program. In preparing a final draft project document for approval,
each agency is to consider the comments made by the Council during its
review of the work program, and subsequent technical comments submitted
by the Council Members.

The Implementing Agencies are accountable to the Council for the
preparation and cost-effectiveness of the projects they prepare, for the
implementation of the operational policies, strategies, and decisions of the
Council. and for the activities of the executing agencies working through it.
It is expected that the Implementing Agencies will follow their own internal
procedures when preparing final draft project documents, while ensuring
that any additional policies or operational requirements for use of GEF
funds are met.

An important consideration in preparing the final draft project document
will be the determination of the “agreed incremental costs” of the project.
The Secretariat will develop guidelines in 1996 to be followed by the
Implementing Agencies in their estimation and documentation of
incremental costs for GEF projects.



Circulation of
project
document to the
Council

STAP and
Implementing
Agencies review

STAP

CEO
endorsement

Approval by
Implementing
Agency and
Recipient
Country

Reporting and
project
implementation
review

Before an Implementing Agency undertakes final approval of a final draft
project document for a GEF-financed activity in accordance with its internal
procedures, the final draft project document will be endorsed by the CEO.
Before endorsing the final draft project document, the CEO will circulate
the draft document to Council Members with a request that they submit any
comments that they may have to the Secretariat within four weeks. If at
least four Council Members consider that the project is not consistent with
the Instrument or GEF policies and procedures, they may request that the
draft document be reviewed at a Council meeting before its approval. The
CEO will then submit the draft project document to the next regular Council
meeting.

STAP and the Implementing Agency will also receive the final draft project
document prior to endorsement.

The Council may request STAP to review a project document prior to CEO
endorsement.

The CEO will endorse the draft project document for final approval by the
Implementing Agency, if he ascertains that it is consistent with the project
proposal approved by the Council in the work program and GEF policies
and procedures. Recognizing that the costing of project proposals for
purposes of the work program is quite tentative, the CEO will examine the
final budget of the draft project, inciuding the incremental cost calculations.

The Implementing Agency is responsible for final approval of the project
document in accordance with its internal procedures. The recipient
government will also approve the final project document.

Phase III: From Project Approval to Project Completion

Each Implementing Agency will be responsible for monitoring project
implementation. The GEF Secretariat should be kept informed about
progress in the implementation of the projects through semi-annual reports.
The Secretariat will organize an annual Project Implementation Review of
all GEF activities. The Implementing Agencies and STAP will participate
in this review. Each project will be reviewed to determine: status of
implementation, progress toward the objectives of the project, compliance
with GEF policies, project modifications made. and an assessment of
potential problems. The results of the project implementation review will
be summarized and distributed to the Council.

STAP

-10-



Monitoring
and
evaluation

Project
completion

Further
elaboration of
policy

On the basis of
the project

implementation review, and consistent with criteria approved by the
Council. STAP may selectively identify projects for further review of the
scientific and technical aspects of project implementation.

In addition, once a Monitoring and Evaluation policy is approved by the
Council, the Secretariat will prepare guidelines to implement the policy.
The Implementing Agencies will be expected to implement the guidelines in
each of their projects and to report on their implementation.

Whenever a project is fully disbursed or substantially completed, a final
evaluation report will be prepared by the Implementing Agency. This
report should explicitly address the performance of the project and assess
whether it has achieved its objectives. Guidelines for final project
evaluation will be prepared by the Secretariat on the basis of the monitoring
and evaluation policy approved by the Council.

The evaluations should assist the GEF, with the advice of STAP, to
ascertain whether the Facility is achieving its overall objective of providing
global environmental benefits in the four focal areas. The evaluation

_guidelines will clarify the role of STAP in evaluating the scientific and

technical aspects of project implementation and the scientific and technical
effectiveness of the GEF portfolio.

1I1. FURTHER POLICY GUIDANCE AND ELABORATION TO BE
INCORPORATED IN PROJECT CYCLE

The Council is still developing policies that will have a direct influence on
the project cycle. As experience is gained and evaluated, the lessons should
be brought to the attention of the Council. which is responsible for keeping
under review the operation of the Facility. The Council may then revisit the
project cycle if appropriate. It is necessary to recognize the need for
flexibility and innovation to facilitate the evolution in the cycle over time.

The Council is expected to consider and approve the following policies that
must be fully incorporated in the GEF project cycle:

(a) Public involvement in GEF-financed projects; and
(b) Monitoring and Evaluation.
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Until such time
as these policies
are approved by

the Council, it is expected that each Implementing Agency will adhere to its
own policies and procedures concerning monitoring and evaluation,
information disclosure, and consultation with, and participation of, major
groups and local communmnities.

Iv. TIMING OF THE PROJECT CYCLE

It is very difficult to assign a specific time frame to the project cycle
because project will vary according to its focal area. to project complexity
and to the procedures of the Implementing Agency. The Implementing
Agencies are all committed to expediting project development to the greatest
extent possible and will continuously seek means to streamline the project
cycle and to reduce the time between commitments and disbursement of
funds. Also, it is expected that in the restructured GEF, the project
proposals presented for Council approval will be well advanced in their
preparation, which should reduce the time berween Council approval of
project proposals and final approval of project documents by the
Implementing Agency. This aspect of the project cycle will be kept under
review by the GEFOP.
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ACTORS AND ROLES

PR

ACTOR

ROLES

Recipient Country

Identificauon of operational focal point.

Identification of project ideas, endorsement of project proposals.
Approves final project document.

Facilitates broad based. as well as. project related consultations.
Feedback on GEF activities, including implementation of
projects.

Implementing Agency

bl

Works with recipient country to facilitate dentufication of
operational focal point.

Assists in identification of project ideas.

Manages project preparation.

Approves final project in accordance with internal procedures.
Supervises and monitors project implementation. Prepares semi-
annual prolect reports for Secretariat.

GEFOP

L

Informed of Block A grants.

Recommends to CEO PDF-Blocks B and C grants.

Reviews project proposais and recommends to CEO projects for
inclusion in proposed work program.

STAP

=

STAP-roster expert to review each project proposal.

STAP to selecuvely review projects in accordance with Council
approved criteria.

Evaluanon of scientific and technical aspects of project
implementation and technical effectiveness of GEF portfolio..

Council

w

Approves GEF policies and operational strategies which will
include guidance received from Conventions.

Approves work program.

Members review projects before final approval. Members may
request project be reviewed at a Council meeting.

Approves Annual Report.

CEO

Approves PDF Block B and C grants.
Determines content of proposed work program.
Endorses projects before final approval.

Secretariat

W R~ N ~—is

w H

General portfolio management and record keeping.

Chairs GEFOP.

Develops operational guidelines on basis of Council - approved
policies.

Organzes annual project implementation review.

Prepares Annual Report 1o Council.
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Public Involvement in GEF-Financed Projects



This document presents the GEF policy on public involvement in GEF-financed projects. At
its meeting in April 1996, the Council approved the principles presented herein as a basis for
public involvement in the design. implementation and evaluation of GEF-financed projects.
The Council stressed that in applying the principles: (a) there should be emphasis on local
participation and local stakeholders: (b) specific conditions in-country should be taken into
consideration: and (c) public involvement should be consistent with the provision of the

Instrument for the Establishment of the Restructured GEF.



1. INTRODUCTION

1. At its February 1995 meeting. the Council requested the Secretariat to prepare a
“document proposing GEF policies for information disclosure and public participation”
(Joint Summary of Chairs, p. 3). An information paper, Draft Qutline of Policy Paper on
Public Involvement in GEF-Financed Projects (GEF/C.6/Inf.5), and two Background
Papers were made available at the October 1995 Council meeting for comments. Since the
release of the information paper, the Secretariat engaged in consultations using the
electronic media and small group meetings involving Council Members, NGOs and

regional NGO networks, and recipient governments.

2. This document builds upon the previous papers and incorporates comments from
the consultations. Part II provides the rationale and definition of public involvement. The
basic principles of public involvement are presented in Part III, together with an
identification of how the principles will be applied by the Secretariat, Implementing

Agencies, project executing agencies', and others participating in GEF-financed projects.

1I. RATIONALE AND DEFINITION

'"The term “project executing agency or agencies,” as used throughout this paper, refers to the institutions or
range of institutions, which are directly responsible for project preparation, design, implementation, and
evaluation. These may be recipient government agencies, U.N. specialized agencies. non-governmental
organizations, and/or other bodies. The term “project executing agency” is not synonymous with “executing
agency” as used by UNDP. In UNDP, only recipient governments: organizations of the U.N. system, including
U.N. specialized agencies and the U.N. Office for Project Services (UNOPS); governmental agencies not part of
the U.N. system, and UNDP itself may be “executing agencies” although NGOs and other bodies may provide
extensive services to project preparation, design, implementation, and evaluation.



3. The need for public involvement -- information dissemination. consultation, and
stakeholder participation -- is explicit in the Instrument for the Establishment of the
Restrucrured Global Environment Facility (or Instrument). As stated in the basic provisions
of the Instrument, all GEF-financed projects will “provide for full disclosure of non-
confidential information, and consultation with, and participation as appropriate of, major
groups and local communities throughout the project cycle” (para 5, p. 6). The Secretariat
is to “in consultation with the Implementing Agencies, ensure the implementation of the
operational policies adopted by the Council through the preparation of common guidelines
on the project cycle. Such guidelines shall address project identification and development,
including the proper and adequate review of project and work program proposals,
consultation with and participation of local communities and other interested parties” (p.
12). The Implementing Agencies also have their own policies. guidelines, and procedures

on public involvement which are consistent with the above provisions.



Rationale

4, Effective public involvement is critical to the success of GEF-financed projects.
When done appropriately, public involvement improves the performance and impact of

projects by:

(@ enhancing recipient country ownership of, and accountability for, project
outcomes;

(b) addressing the social and economic needs of affected people;

©) building partnerships among project executing agencies and stakeholders;
and

d) making use of skills, experiences, and knowledge, in particular, of non-
governmental organizations (NGOs), community and local groups. and the
private sector in the design, implementation, and evaluation of project

activities.

Definition

5. Public involvement consists of three related, and often overlapping, processes:
information dissemination, consultation, and stakeholder participation. Stakeholders are the
individuals, groups. or institutions which have an interest or “stake” in the outcome of a
GEF-financed project or are potentially affected by it. Stakeholders include the recipient

country government; Implementing Agencies; project executing agency or agencies; groups



contracted to carry out project activities and/or consulted at various stages of the project;
project beneficiaries; groups of people who may be affected by project activities: and other

groups in the civil society which may have an interest in the project.

6. Information dissemination refers to the availability and distribution of timely and
relevant information on GEF-financed projects. including notification. disclosure. and public

. . 2
access to such information.”

7. Consultation involves information exchanges among the government. the
Implementing Agency, the project executing agencies, and other stakeholders. Although
decision making authority rests with the government. the Implementing Agencies. and the
project executing agencies. periodic consultations throughout the project cycle help
managers make informed choices about project activities. More important, it provides
opportunities for communities and local groups to contribute to project design,

implementation, and evaluation.

8. Stakeholder participation is where stakeholders collaboratively engage, as
appropriate, in the identification of project concepts and objectives, selection of sites. design
and implementation of activities, and monitoring and evaluation of project outcomes.

Developing strategies for incorporating stakeholder participation throughout the project

? Notification includes the announcement and availability of GEF-related information. Disclosure refers to the
availability of non-confidential information, often through a public information center, library or office, or
through various forms of media. Such information may include GEF project documents and reports and GEF
technical papers. Access covers the ways in which information is disseminated to a broad range of groups
through publications, workshops, electronic networks, popular media, vemacular transiations, village
information meetings, and others.



cycle is particularly necessary in projects which have impacts on the incomes and livelihoods
of local groups. especially disadvantaged populations in and around project sites (e.g.,

indigenous communities. women, poor households).

1. PRINCIPLES OF PUBLIC INVOLVEMENT

9. Based upon provisions contained in the Instrument, policies and procedures of the
Implementing Agencies, and experience gained from the pilot phase. the following
principles will apply in the design, implementation, and evaluation of GEF-financed

projects.

Effective public involvement should enhance the social, environmental, and financial

sustainability of projects.

10. Public involvement activities should be designed so that they contribute to the
environmental, financial, and social sustainability of projects. By improving project
performance and sharing accountability for project outcomes, public involvement contributes
to the environmental and financial sustainability of projects. In addition, to be socially
sustainable, projects should, as appropriate, address the social, cultural. and economic needs
of people affected by GEF-financed projects. As mentioned in the operational strategy,

relevant social issues will be taken into account in the design, implementation, and



evaluation of projects. Such issues may include the socio-economic needs of affected

people. the special needs of vulnerable populations. and access to project benefits.

Responsibility for assuring public involvement rests within the country, normally with the
government, project executing agency or agencies, with the support of the Implementing

Agencies.

11. Public involvement activities should strengthen ownership of projects by recipient
countries. Governments should ensure that all GEF-financed projects are country-driven and
based on national priorities for sustainable development. Governments should promote
public involvement in the identification of project concepts which are consistent with
national priorities. The Implementing Agencies will assist and collaborate with recipient
governments and project executing agencies, as appropriate. in developing projects that
make use of, and promote public involvement throughout the project cvcle. The
Implementing Agencies will work closely with governments and project executing agencies
to involve stakeholders starting at the earliest phase of project identification and throughout

design, implementation. and evaluation.



Public involvement activities should be designed and implemented in a flexible manner,
adapting and responding to recipient countries’ national and local conditions and to

project requirements

12. It is recognized that there are differences in requirements for public involvement
across focal areas and types of projects and. thus, all public involvement activities should be
based on local needs and conditions. For example, biodiversity projects affecting indigenous
communities may require more extensive stakeholder participation than global projects
which focus on technical assistance and capacity building at the national and regional levels.
There will also be diversity in approaches to design of public involvement activities that
respond to in-country conditions, such as the cultural. political, and project-specific factors

influencing project development and impiementation.

To be effective, public involvement activities should be broad-based and sustainable. The
Implementing Agencies will include in project budgets, as needed, the necessary financial
and technical assistance to recipient governments and project executing agencies to ensure

effective public involvement.

13. The Implementing Agencies will work with governments and project executing
agencies to ensure that public involvement activities are designed in a manner that is
representative of a broad range of stakeholder groups and effectively carried out over the
long-term. The Implementing Agencies will support project executing agencies in: (a)

providing relevant. timely, and accessible information to as many stakeholders as possible;



(b) facilitating broad-based and project-specific consultations. especially at the local or sub-
national levels: and (c) promoting the active participation of key stakeholder groups
throughout the project cycle, including awareness raising and capacity strengthening

activities.

Public involvement activities will be carried out in a transparent and open manner. All

GEF-financed projects should have full documentation of public involvement.

14. Consistent with provisions in the Instrument. there should be transparency in the
preparation, conduct, reporting, and evaluation of public involvement activities in all
projects. The format for documentation of public involvement will be developed by the
Secretariat, in consultation with the Implementing Agencies. Such a format should be brief
and concise and should take into consideration good practice formats currently in use by the

Implementing Agencies, NGOs, and project executing agencies.

15. The Secretariat will undertake the following to facilitate effective public involvement

in all GEF-financed projects.:

(a) Establish, in consultation with the Implementing Agencies, operational
guidelines for assessing the effectiveness of public involvement activities in
the project’s design and implementation plan: subsequent monitoring of

public involvement activities through the annual project implementation



(b)

©

@

review; and evaluating the impacts of public involvement in terms of
improving projects:

Facilitate the exchange of best practices on public involvement among
recipient governments, the Implementing Agencies, project executing
agencies, and other stakeholders with a view to ensuring that lessons learned
are incorporated into design of future projects;

In collaboration with the Implementing Agencies, explore ways in which
roles of NGOs and other stakeholders can be strengthened in project
preparation, design. implementation. and evaluation, and conduct periodic
assessments of the effectiveness of public involvement in projects; and
Ensure that funding is available to recipient governments, executing
agencies, and, as appropriate, NGOs for carrying out effective public

involvement.

16. The Implementing Agencies are committed to promoting effective public

involvement within their own institutional environment. In accordance with internal policies

and procedures, and consistent with the principles outlined in Part III above, the

Implementing Agencies will develop guidelines for public involvement in their own GEF-

financed projects, and should include the following:

(@)

Modalities for incorporating public involvement in projects, and addressing

social issues, starting at the earliest stages of the project cycle, and



recognizing the difficuities and long-term nature of cultivating local
participation: and

b) Financing options during project preparation, and within project budgets, to
facilitate design and implementation of public involvement activities. as
appropriate. including allocation of project funding to encourage

participation of NGOs, local groups. and the private sector.
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