October, 2011


Comments on Proposed Operational Policy 9.00, 
Program for Results Lending
Summary


We, the undersigned organizations, have the following significant concerns about the World Bank’s proposed new Operational Policy, OP 9.00, and offer recommendations to advance, in a much more robust way, the Bank’s objectives for P4R.  Among other requests, we ask the Board of Directors to ensure that the public has an adequate chance to review and comment on a draft of OP 9.00 that addresses concerns Bank staff have acknowledged and agreed to address.  Given that the proposed OP is relatively vague on details, but represents a potentially significant shift in how the Bank addresses environmental and social concerns, we believe the consultation has been much less than adequate. 

We firmly support World Bank efforts to ensure that its activities secure robust poverty alleviation results and enhance borrower government capacity to undertake such activities.  We also agree with the Bank's long-made assertion that sustainable poverty alleviation can be accomplished only if due attention is paid to the environmental and social impacts of efforts made to alleviate poverty.  Numerous studies have shown that sincere attention to social and environmental concerns not only best ensures sustainable and just development results, but also reduces vulnerabilities of development projects to conflict, increasing the likelihood of project success.

For these reasons, many of us have engaged extensively with the Bank in the past twenty years to develop environmental and social standards that respond directly to risks, and, more recently, to develop an approach for use of country systems that references these standards.  Currently we are preparing to engage with the Bank in upcoming revisions of these so-called safeguard standards.  

We, therefore, are dismayed that after significant efforts by all, and progress in advancing standards that protect the environment and local communities, the Bank is advancing an approach that abandons the eight safeguard standards and seventeen other important policies through its proposed Program for Results Lending (P4R). 
Despite being framed as a 'new approach to lending' that requires a new approach to managing risks, the P4R approach would simply allow the Bank to fund the same types of activities funded through investment and development policy lending, but to fund these activities without consideration or application of existing environmental and social standards and other key policies.  
No requirements exist to ensure that local communities or the public have access to the most fundamental and timely information about the P4R operation or significant projects funded through the Program, including information related to project description, location, potential impacts, etc. This information is, of course, required when the same types of projects are funded through investment lending.  

As articulated in greater detail below, we believe the Bank's proposed Operational Policy 9.00 (OP 9.00), Program for Results Lending, will reduce considerations of environmental and social concerns, and reduce certainty for the Bank, borrower governments, and local communities and will lead to increased conflicts.  Also described below are the deficiencies associated with the Bank's approach to measuring results.  We question whether P4R, as specified, will do a better job than existing investment lending instruments of ensuring better results.

Better alternative approaches exist to securing better results through use of robust country systems.  In fact, OP 9.00 has many parallels to the Bank's existing 'Borrower Systems' approach, outlined in Operational Policy 4.00 (OP 4.00).  OP 4.00 is intended to provide funding to countries for their priorities 'beyond individual project settings', using country laws, institutions and capacities.  While we believe much needs to be done to strengthen 4.00, it at least seeks consistency with principles of existing Bank standards, and has been piloted at the Bank for several years.  The Bank has indicated that it plans to make this approach an important part of the upcoming review of World Bank safeguard policies.  There is absolutely no reason why a 'results-oriented' approach to lending cannot be built into this or other existing lending approaches that retain existing safeguard standards.    

By abandoning reference to the long-developed safeguard standards, OP 9.00 can be used to facilitate lending that poses significant risks to the environment and communities.  This is particularly true since the scope of application of OP 9.00 is so broad.  By the current terms of OP 9.00, it can be used for any projects that do not pose ‘significant and irreversible’ risks (a portion of Category A projects).
  And even some of these can be funded in certain ill-defined circumstances.
  Less than ten percent of Bank lending, on average, is for Category A projects, and only a portion of these projects include those with ‘irreversible’ impacts.
  And, so, under the current terms of OP 9.00, theoretically almost all of Bank lending may be achieved without application of Bank safeguards and the seventeen other policies sidelined by OP 9.00.  

The implications of allowing lending to Category B projects (nearly half of project lending) without applying safeguards, the Project Supervision Policy and other critical policies, are significant.  As noted by the Independent Evaluation Group (IEG), “projects with substantial impact (category-B) are not being adequately supervised and monitored.  Most of these are delegated to respective sectors in the interest of increasing ownership and efficiency. This is having the perverse effect of leaving the effects of safeguards unsupervised in a large number of projects.’
  The relative lack of due diligence and supervision in the context of Category B projects leaves them most often the subject of complaints to the Inspection Panel.  
This broad scope is inconsistent with information provided to civil society organizations during the early process of formulating OP 9.00, when Bank staff indicated a need for this lending in 'low risk' situations.

As noted above, the Bank is embarking on a process to revise investment lending standards, including those related to use of Borrower Systems.  We believe this is the most appropriate process to consider approaches to pursuing 'results-based' lending.  Until this process has been completed, the Bank should provide a detailed description of why the safeguard policies and principles of each of these twenty-five policies cannot be applied in the context of program lending.  The Bank should not be allowed to apply 'program lending' to projects that pose substantial risks to the environment and communities - Category A and B projects.  The Bank should pursue only carefully chosen and very transparent pilot programs, and the Bank should provide assurances that results indicators will not be modified in the absence of Board approval of these indicators.
More specific issues raised by proposed Operational Policy 9.00:

Allows funding of 'investment lending' projects, while not requiring use of existing investment lending standards


Although OP 9.00 carefully avoids use of the word 'project,' other phrasing makes obvious the fact that projects posing substantial environmental and social risks will be funded routinely.  These projects, known also as 'Category B' projects, often are the subject of complaints to the Inspection Panel because risks associated with them are not always adequately addressed.
  Moreover, as currently drafted, OP 9.00 allows projects with potentially significant and irreversible impacts - Category A - to be funded in certain circumstances.


OP 9.00 indicates specifically that safeguards and other specified Operational Policies and Bank Procedures 'do not apply' to Program for Results Lending.
 According to the draft OP 9.00, important operational procedures will be provided in Guidance Notes, which are not subject to Inspection Panel purview.

As noted in the following paragraph, although the Bank claims it will assess the program, this assessment will occur without reference to any clear standards or process guarantees, such as consultation with affected populations.
 The result is that projects with potentially significant risks will be able to bypass important environmental and social safeguards currently in place for investment lending, based solely on the idea that they are now part of a 'program.'  These programs can be multisectoral and at any apparent geographic level, i.e., national, subnational, etc.  The specific risks and impacts of any given activity will not be obvious - the Board will not be required to review and approve specific activities within a program, and it will be much more difficult to ensure against project-specific impacts.  The Bank currently provides this type of programmatic lending, but relies on the backstop of key safeguard provisions to manage heightened risks.
Requires only an assessment of a Program's ability to address risks, but fails to provide standards for this assessment, and does not ensure that project risks are addressed.  

Currently, when public funds are expended through investment lending at the Bank, the Bank requires an assessment of how the environment and local communities will be impacted. It also requires a clear plan for responding to these risks, as well as gap-filling measures when the risk management system does not meet Bank standards.  In some cases, the approval of these plans by affected people is required prior to approval of an investment decision, as well an understanding of how plan implementation will be monitored.  The plan is developed in response to standards outlined in the other safeguard standards, in place to protect biodiversity, indigenous peoples’ rights, cultural heritage, etc.


Under the current P4R proposal, the Bank is proposing to require only an assessment of a Program's ability to manage environmental and social risks.  The Bank provides no clarity or adequate criteria indicating how this ability will be assessed.  Nor does the Bank describe what a borrower government - or others in whom funds are invested - are expected to do to deal with risks.  The draft is relatively silent on what the Bank expects.  Virtually no direction is provided regarding Bank expectations for how, or even which, risks will be assessed, when and how engagements with communities should occur, or how countries should respond to risks.  
 
Safeguards the Bank has developed over the past twenty years are effectively abandoned, with no other clear standards in place.
  In fact, it is not clear that addressing environmental and social risks are necessary conditions for approval of a Program.  The Bank is proposing to use an 'integrated risk assessment' system to approve the Program, and environmental and social risk assessment results are only one consideration, and not clearly central to approval.
Reduces clarity for countries and communities, reduces accountability, and increases Bank vulnerability and the likelihood of conflict

The lack of clarity regarding standards that will apply to activities funded through programs will create considerable uncertainty for the Bank, the borrowers, communities, and the public.  During this period of fiscal austerity, all are left with even less certainty that investments will avoid conflict and achieve their intended purposes.  


Borrowers will be treated differently - the absence of clear criteria for judging Programs will require excessively subjective determinations by staff, and increase vulnerabilities of staff to external pressures.  


Communities will have no sense of what their rights or responsibilities are with respect to a given activity that may impact them.  Given the focus on 'programs,' will specific harmed populations even be recognized?  The ability of the Inspection Panel to identify and comment on compliance with standards will be much less certain, and certainly reduced.  

Excessive discretion in guidance on assessing program systems will undermine the Bank's ability to target gaps and provide assistance through P4R.  This inability will increase project-related risks and conflicts, and reduce the likelihood of project success. 
Leaves the public uninformed about how funds are being expended, and how risks are being managed

Under OP 9.00, “the Bank discloses Program-related information in accordance with the Bank’s Access to Information Policy.” Under the Bank’s Access to Information Policy, the Bank will not provide access to financial information related to the individual transactions under loans and trust funds.  P4R, therefore, does not include a requirement to provide the public or local communities with important information about how funds are being used within the Program.
 No requirement exists to ensure that the public and communities know when or where a project is being implemented or even what its potential impacts are. As a result, communities and the public will not be aware of how risks are being managed for projects within the Program. 


Although, under BP 9.00, the Bank's task team is supposed to consult with Program stakeholders (a term still undefined) on the findings of assessments, these assessments occur at the program level, still leaving the public in the dark on potential impacts of specific projects.    
Creates an unlevel playing field 

The current proposed OP/BP 9.00 creates an unlevel playing field for borrowers.  Those seeking funding for projects through the investment lending approach will need to consider standards the Bank has thoughtfully prepared over the past twenty years and deemed necessary to protect against environmental and social harm. However, if a borrower seeks funds for a project through a program, this borrower can avoid these standards.  This unlevel playing field would also impact people living around project locations. People living near projects that follow standard procedures under OP 4.01 will benefit from the safeguards that are in place. On the other hand, people living near a project funded through a P4R program will lack protections the Bank’s safeguard policies provide. 
Provides Inadequate Assurances of Results


The supposed trade-off of avoiding existing environmental and social standards is 'results.'  The Bank already has several project instruments that disburse against results, allow for pooled funding, and enable flexible, long-term engagement with a government program and its systems.  These instruments seem perfectly compatible with the stated objectives of P4R without abandoning safeguard policies.  Any strengthened focus on results is a minimal expectation for all Bank instruments, not a rationale for creating a new one.

The proposed P4R will finance government programs, rather than projects, and follow the rules and procedures of the program, not those of the World Bank.  The Bank acknowledges that a balance must be struck between supporting country systems and the identification of gaps for institutional support prior to full reliance on those systems.  However, the touted additionality of enhancing results this way is undermined by the weak guidance and missing process guarantees that are indispensable for any robust program effectiveness.  


First, there are no clear standards beyond ‘relevance, achievability, and monitorability’ for developing disbursement linked indicators based on results already defined by the country program.  Clarity is absent regarding how program results will be chosen, how indicators are defined, how reporting systems are assessed, and where independent, third party monitoring of results is required.  As such, P4R provides no opportunity for public review of effectiveness or additionality during appraisal, such as through the disclosure of a disbursement-linked indicators (DLI) framework assessment or some similar tool.  Second, results will be measured not at a project level, but at a program level.  The contributions of possibly high risk, high impact individual activities may not be adequately considered and will not be disclosed.  IEG has determined that the Bank already does an inadequate job of measuring social and environmental safeguard outcomes in the context of investment lending.  The P4R approach may only exacerbate these inadequacies.  Finally, OP 9.00 provides inadequate provisions for when results indicators approved by the Board can be changed by Bank staff without a return to the Board.  Potential exists for less robust results indicators than those assumed by the Board.
Creates Problems for Board Fulfilling Fiduciary Duties


The Supervision Policy is among the policies that can be avoided by borrowing through OP 9.00.  This policy is central to fulfilling the fiduciary obligations of the Board of Directors.  An additional concern for the Board includes requirements in the Articles of Agreement for both IBRD and IDA that the Bank provide funding only for specific projects except under special circumstances.
  P4R specifically gives funding at the Program level, not requiring consideration by the Board of specific projects.  While both Articles of Agreement allow for special circumstances, this new type of financing would be systematic - and not limited to special circumstances as required by the Articles.    

Recommendations
 - The Bank should provide a detailed description, with supporting evidence, indicating why each avoided policy, including principles of the policy, would not apply in the context of ‘program lending.’ 

- P4R should be piloted to evaluate its effectiveness and areas of weakness, and the pilots independently evaluated before P4R is advanced fully.

- Until this description is provided, P4R is piloted and independently evaluated, and more robust public discussions are held, P4R should not apply to projects that pose substantial environmental and social risks –Category A and B projects.
- Measures to improve results should be included in investment lending, and discussed during the safeguard review.
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� IEG, 2011. Evaluation Brief 15. Evaluative Directions for the World Bank Group’s Safeguards and Sustainability Policies.2011.   


� A 2010 report from the IEG highlights several of the problems with Category B projects. One of the major problems that they found was mischaracterization of risks involved with a project. The report found that “[a]lmost a third of projects with high-risk levels were incorrectly classified as category B.”  Since P4R would fund Category B projects without safeguards, projects that should be category A under a P4R program will not be subject to safeguards of any kind.  The IEG report also notes that between 1999 and 2008, the proportion of Category B projects increased from 37 to 51 percent of the total projects funded (page 11).  If P4R covers Category B projects, a large number of projects can avoid safeguards by becoming part of a Program.  This could result in large numbers of projects not being subject to proper due diligence.   Finally, the IEG report found that the quality of environmental and social impact assessment was unsatisfactory for 24% of Category B projects. (page 26). These assessments were missing important information, such as future facilities that were to be built, or provided no information as a basis for future monitoring.  Securing proper information about category B projects is difficult already.  After Category B projects are lumped together with other projects as part of a Program, it will be even harder to get proper information related to risks associated with these projects. 


� The Bank needs to clarify projects that may or may not be funded under P4R, explicitly excluding projects with potentially substantial impacts – Category B, as well as A – and explicitly excluding projects in countries in which violations of labour rights pose serious risks.


� See page 63, http://siteresources.worldbank.org/EXTRESLENDING/Resources/Program_for_Results_policy_paper1.pdf.


� The Bank has already recognized the need for consultations with affected communities.  For projects with substantial impacts, affected communities and workers must be consulted.


�The assessment in OP 4.01 is intended to be read together with other policies regarding environmental and social protections.  The Bank notes, for example, the “[Indigenous Peoples policy] should be read together with other relevant Bank policies, including Environmental Assessment (OP 4.01), Natural Habitats (OP 4.04), Pest Management (OP 4.09), Physical Cultural Resources � HYPERLINK "http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/EXTPOLICIES/EXTOPMANUAL/0,,contentMDK:20970737~menuPK:4564185~pagePK:64709096~piPK:64709108~theSitePK:502184~isCURL:Y,00.html" �(OP�/� HYPERLINK "http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/EXTPOLICIES/EXTOPMANUAL/0,,contentMDK:20970738~menuPK:4564185~pagePK:64709096~piPK:64709108~theSitePK:502184~isCURL:Y,00.html" �BP� 4.11), Involuntary Resettlement (OP 4.12), Forests (OP 4.36), and Safety of Dams (OP 4.37)” OP 4.10 Footnote 1 available at � HYPERLINK "http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/EXTPOLICIES/EXTOPMANUAL/0,,contentMDK:20553653~menuPK:4564185~pagePK:64709096~piPK:64709108~theSitePK:502184,00.html" \l "_ftn1" �http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/EXTPOLICIES/EXTOPMANUAL/0,,contentMDK:20553653~menuPK:4564185~pagePK:64709096~piPK:64709108~theSitePK:502184,00.html#_ftn1�.


We note two additional points about these safeguards:  First, the Bank has indicated that its plans to revise and streamline these policies respond to changes in bank activities, requests to reduce overly onerous requirements, and requests to address gaps in light of new understandings of risks, e.g., climate-related risks, gender-related risks, etc.  Second, although the policies need updating, they already are tailored to potential risks - in other words, standards that apply to projects with significant and irreversible impacts do not currently apply to projects with less significant impacts, and standards that apply to projects with potentially significant impacts do not apply to those that pose moderate and low risks.  These standards have been developed carefully and through intense compromise in the past twenty years.  We expect that during the upcoming safeguard review and revisions of these standards, the bank will continue to ensure that they practically respond to risks and identify only necessary measures to address these risks.


� Paragraph 8 of OP 9.00 identifies only six very brief ‘considerations’ for the environmental and social assessment.  These ‘considerations’ exclude an incredible number of fundamental factors and standards, including, for example, labour standards, which have been recognized by the IFC and other regional development banks as an important element of sustainable and inclusive development.


� It is unclear whether the various climate finance funds and trust funds would be eligible for P4R.  Needless to say, a lack of transparency in this context would be very problematic and likely lead to conflict. 


� IBRD Articles of Understanding, Article III, Section 4(vii) - “Loans made or guaranteed by the Bank shall, except in special circumstances, be for the purpose of specific projects of reconstruction or development...” IDA Articles of Understanding, Article V, Section 1(a)-“ -“Financing provided by the Association shall be for purposes which in the opinion of the Association are of high developmental priority in the light of the needs of the areas concerned and, except in special circumstances, shall be for specific projects.”
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