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1 Introduction

1.1 Both ENDS and the World Bank
Since its early years, Both ENDS has had significant interest in developments related to the
World Bank and other international financing institutions.

Initially, the interest was sparked by the
development of largecale dams, which met with strong resistance from Southern NGOs.
Secondly, as a Dutch NGO we were in a strategic position; not only is the Netherlands a
significant donor of the Bank with 2% of its budget coming from Dutch ODA; also, the Dutch
ED represets a 4,5% of the votes, since he/ she represents 13 other countries in the Board of
the Bank.

Since the late 80s Both ENDS has been engaging with the World Bank on the social and
environmental impacts of its financing decisions. In the early 90s tla@isegion was deeply
involved in advocating the Bank using its leverage in financing plans for the Sardar Sarovar
dam in the NarmadRiver in India. This campaign resulted in a major enhancement of the
Banks safeguard policies, and the introduction ahidependent Inspection Pan&bday,

many other ternationaFinancinglinstitutiors (IFIs), including the IFC and most recently

the Dutch FMGChave development and implemented similar complaint mechanisms.

In the context of its long history of engagemeith the Bank on these issues, this briefing
note is an expression of our deep concerns over the direction the Bank currently seems to
consider.

1.2 Purpose of this discussion paper

This paper presents Both ENDSO prm@mdposedi nar y
Safeguard Policy, in which we assess if the proposed standards will provide for adequate and
timely protection to communities and the environment.

The content of this paper is based on our first read of the draft saféguarestly under
review as well as the critical comments so far provided by civil society organizations
worldwide?

This note mar ks Both ENDSO6 effort to ensur e

banks comply with (human) rights based safeguards for all banking activities.

! http://consultations.worldbank.org/consultation/revievand-update-world-banksafeguardpolicies

2 Visit: www.safeguardcomments.org website launched by BothggNRS and other Civil SR, X'9aNiZateNgs oo
Nieuwe Keizersgracht 45 telefax +31 20 620 80 49
1018 VC Amsterdam e-mail info@bothends.org
The Netherlands website www.bothends.org
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2 The Safeguards policy defined

2.1 Role of Safeguards

The Safeguard policy guides World Bamkp e r at i ons, so that they me
environmental standards. The Bank requires its clients to comply with these standards;

otherwise the bank may withhold the financing for the projects or activities that are not in
compliance.

The WorldBank safeguards have fegaching impacts. They determine the social and
environmental obligations of the Bank for its lending volume of over 50 billion dollars per
year. Moreover, as a leading standard, they influence the policies of other development
lenders.

World Bank Safeguards are important to prevent harmful social and environmental impacts of
bankfinanced projects. The Inspection Panel, which is the accountability mechanism of the
bank, enables affected people to file a complaint, if they thiakthe Bank does not meet its

own safeguard requirements. The Safeguards are of crucial importancedsmte its

multi-lateral statusthe bank is not required to abide by national laws. The World Bank
safeguards and its Inspection Panel are thex¢fe only mechanisms that affected people

can use to hold the Bank to account.

Moreover, for those civil society groups in developing countries that lackestlblished
legal and democraticdecisitna ki ng fr amewor ks, t hethéBf@amk ds s ¢
incentives to hold their own government to account.

Obang Mehto of the Solidarity movement for a new Ethiopia in a meeting at the World Bank
Annual Meetings in Washington DC on 7 October 2014 with advisors of the Executive
Directors from Australi, Germany, the Nordic Countries, Belgium, Switzerland and France,
said the following about the Bankds role to
AHow to I mpose safeguards in countries |
to exist? There is abomo opposition in parliament. Indigenous People are fully
ignored by the government. Many African governments do not want to talk about
human rights. Critical journalists are punished for the articles they write. Countries
with dictatorship must be hel&eountable through international bodies and the World
Bank has to play a role in this with mand:

2.2 The current Safeguards policy review

In 2012, the World Bank embarked on a review process of its safeguards policies in response
to a critical internal evaluation of its performance by the Independent Evaluation Group (IEG)
of the bank

The current safeguards review forms part of a broader reform process and takes place in the
midst of a Bankwide strategic reorganization. Therganization aims at making lending
more costeffective, withfewerrules in place.

3 |[EG Safeguardsind SustainabilityPoliciesn a ChangingNorld, An IndependentEvaluatiorof the World Bank
GroupExperience2010
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The changes in the international environment, which is becoming more competitive with the
emergence of development banks such as the Asia Infrastructure Developmean #mik
BRICS bank, motivate the review. Also, other development banks and an increasing number

of financi al instruments aimed at Oemerging
follow equal standards, thus undermining safeguards through indreasgetition to the
Bankds | ending activities.

Conditionality to lending, including the safeguards, also have become part of diplomatic
wrangling following geopolitical changes, as one might conclude from a recently published
article in the New York Tiras:
fiThe United States Treasury Department has criticized the new China infrastructure
development bank as a deliberate effort to undercut the World Bank and the Asian
Development Bank, international financial institutions established after World War Il
that are dominated by the United States and Japan, senior South Korean and
Australian %fficials said.od

The current draft of the reviewed Safeguards seems to indicate that the Bank wants to

increase its overall lending and sets out to relax its own Ipeleguse it thinks they are too

onerous and will scare off borrowers.

According to Mr. Vinod Thomas, the by head of the Asian Development Bank Independent
Evaluation Department and former head of the World Bank Independent Evaluation Group,

there is a mistake in the underlying reasoning:

A[ . . ]f imoarneci ng for infrastructure in Asia
economic growth, but it also raises the stakes for guaranteeing social and

environmental defenses.

A common myth everywhere is that mitigating seciological harm will detractrom

(economic) growth. The reality, however, is that lack of conservation will undermine
growth, critically in tRe face of runaway

2.3 Concerns regarding the draft Safeguards

Concerned people in and outside the Bank now worry that withréip@ged new safeguards
the door will be opened to largeale environmental destruction and a lack of protection for
communities affected by projects.

Leaked emails to the English newspaper Guardian reveal that senior staff members of the
bank fear thatposed new regulation would lead to an increase in "problem projects":
AfAna Revenga , presidest folpaverty reduction, says in one of the emails:
"1t might appear that the bank is interest
[It] would likely entail an increase in the number of problem projects and
cancellations.®

4 http://www.nytimes.com/2014/10/10/world/asia/chinagplan-for-regionatdevelopmentbankrunsinto-us-
opposition.html?_r=0

5 https://www.devex.com/news/therealpurposefor-safeguardreform-at-mdbs-84495

8 http://www.theguardian.com/business/2014/jul/06/activistalarmworld-bankleakeasierloans
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3 Main concerns

3.1 Ex-ante requirement versus flexible and non -transparent processes

When reading the draft framework published for comment, more effectiveness for the Bank
seems to mean there is a move towards apeted and vague flexibility on what standards

will be applied to each project and when.

Borrowers could makefap r o mi s e oant ofi B \eipaadSeriabGomnaitment
Plen 0 f or e v e nimpleankntabna They gvoukdto tbrsgemeed to ensure
compl i ance vsafeghards gri@ to Baam kppraisal of tipeoposed project.
The Commitment plan is only a summary of what the borrower promises to do.

The Bank wants to overcome the defects occgrmuring the different stages in the project

cycle by finding solutions at the moment the
frontd requirements and it | eaves customers
meeting safeguard requiremis from the beginning of projects. When the money is out of the

door without weldefined covenantsincluding ESG aspecisanyleverage tassure that

projectsmeet safeguards requirements is lost.

The existing mandatory safeguards and tharge reuirement for mandatory compliance

with safeguard protections for communities and the environment are going to be replaced
with an operended time table for compliance with environmental and social standards within
fa ti mefr ame a coTéay thaBahkenovesdan ah dppositB way kom seeking
community consent to the projects it supports, which actually would be an essential
requirement to ensure the support of the Bank responds to locally driven development
aspirations.

Specifically, with respct to involuntary resettlement the opamdedness could imply that a
hydropower project receives approval for a loan from the Bank before potentially affected
people are being informed, consultations are being held, or a resettlement action plan is
desigred and being shared with them.

AThe Bankdéds fAex anted safeguards framewor
communities would have the right to provide input to decision makers about projects

that affect their lives and livelihoods when it counts priothi disbursement of funds,

when there is maximum leverage over the project so that changes that prevent harm to
local communities or the environment can be required before any funds are disbursed.
Once the money is out the door there is far less likelitloaidthe voices of impacted
communities “wil!. be heard. o

It alsoimplies that Board members are no longer receiving the inputs of public consultations
needed to be able to base their decision making on a fully informed basis.

What the Bank proposes isr@licting with the precautionary principthat is guiding both
Dutch ancE u r o p e a nsodidimandenwironsnental policies.

Y2 2 N R A { I FS3dz Na EnvisoNidertal artd NEBILB20R SG (G A Dy A QYA yEC N ¥
the Earth U.S.,2014
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3.2 Responsibility of implementation with client countries

According to the draft new policy the client countries will be allowed to monitor their own
projects.

Current safeguards provide the Bank with a clear mechanism for supporting the use of
Acountry systemso: where natoomapl| syesttems Ba
safeguards, they must provide environmental and social protections at least equivalent to

those required by Bank safeguards. This requirement is eliminated in the new proposal.

The Bankoés proposal mo v e ss, irnthe absenceeglei ance on n
assessment of the equivalenaéh Bank safeguards.

Rayyan Hassan of NGO Forum on ADB states:

AAs a result of the realities of gover nme
are frequent, due process is rare, those who resseerns may "disappear". The
Worl d Bankés proposal to eliminate the Ba

replace it by a push for the direct use of 'national systems' in the absence of a rigorous
evaluation represents a direct danger to commusigiled environment posed by the
influx of international finance. 0

The role and mandate of the Inspection Panel comes into question with the newly proposed
structure as welllf project activitiesundertk e n usi n gy 8 hadaeia a |
borrowerds | aws and harm | ocal communi

ties
right to seek redress through the Bankoés |

o]
ns
Vinod Thomas, head of the Asian Development Bank Independent Evaluation Department,
expressed his coam:

AThe most contentious draft proposal conc
safeguard requirements at project approval to agreeing on a framework for fulfilling
safeguard standards during project executiorwith the responsibility for

implemeration on client countries. The nub is whether this flexibility in approach and
sefassessment will be accompanied %y enhan

A question can beaised here about the capacity of the Bank to do so: It can be questioned

wheter there is an enabling environment for enhancing the oversight and accountability now
theBankisreoer gani zing and cutting costs. This wou
recommendation that safeguards monitoring, evaluation and completion reportingoneeds
strengthenec.

Moreover, in a previous +erganization the position of vigaresident for environmental and
social policies was cancelled and it has never been restored in the new organizational
structure. This means it is harder for staff workimgsafeguards to counter decisions at the
top management level, which with the nstnive foreffectiveness in mind will be even more
based on the banking rationale of disbursing money as much antyqagpkssible

8 hitps://www.devex.com/news/therealpurposefor-safeguardreform-at-mdbs-84495
9 http://siteresources.worldbak.ora/EXTSAFANDSUS/Resources/Safequards _eyvplxiif
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3.3 Dilution of Scope

The proposed safegrds apply only to investment lending, and not to the two other main

lending instruments that the Bank has, ProgranR&sults (P4Rand Development Policy

Loans (DPL). Given that (at current levels) half of all Bank funding is channelled through
instruments other than Investment Lenditige safeguards should apply to all instruments to

ensure consisticy overall Bank financed activities and avoid excessive-taéing and

reputatond amage i n | arge parts of the Bankdés port

An example of a DPL ia program loan to Democratic Republic of Congo to improve

governance in the forest sector. It put in place a regulatory framework for industrial logging
concessions in the tropical rainforests. The Bank determined there would be no significant

social ancenvironmental impact. This resulted in a complaint to the Inspeleéinal brought

by indigenous peoples. ThespectorPanel concl uded that Athe pol
determining whether there will be significant effects on the environment and natutattesso

is flawed and questioned whether a DPL was the right choice of instrument given the social

and environmental risks a%sociated with DRC®

In case safeguards would have been applied to program loans the effects on environment and
natuml resources would have been detected beforehand and measures could have been taken
to mitigate impacts.

3.4 Financial intermediary lending
According to the | eaked documents to the Gua
serious dilution of existinank saf eguards for AFinanci al [ n

The current safeguards require all Flgubjects to carry out appropriate Environmental
Assessments and that tReverifies that the subproject meets national requirements. The new
draft only require® h i g hprojedtsgokoé carried out in accordance with the safegtrards.

The proposed rules are weaker than the ADB requirements for financial intermediaries, which
reqguire the ADB to assess BRAsnd o6cleardé6 catego

3.5 Opt out of Indigenous Peoples rights

The draft Framework provides an apit option for governnrgs whodo not wish to provide
essential land and natural resource rights protections to Indigenous R#dplathin their
States'?

For many Indigenous Peoples (and other resedependent communities), the loss of

traditional agriculture and fishegrounds/domains signify, in effect a loss of culture, which

results in social dislocation, psychological trauma and increased health risks. Often they are

forced by their governments to assimilate to the dominant culture and relegated to the lowest

rung ofthe economic structures of namdigenous society. Nosmal | ed O6opt out é&
IP policies should be offered to governments.

0world Bank Safeguards and Development Policy Lending, a Primer, Bank Information Center and Global
Witness, April 2013.

11 world Bank Vice Presidency Memos, May 2014.

12World Bank Safeguards, J@§14, CODE draft, ESS1, par. 28
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3.6 Biodiversity offsetting

The draftproposes the use 6fo f f t® @mpesatéor the destruction of criticdlabitats
andipriority biodiversity featureso.

P r i obioditversityfiie a t are defsad as a subset of biodiversity that is particularly
irreplaceable ovulnerable, but at a lower priority level than critidadbitat®

The notion that a loss of any protecambsystem can be compensated lsyoration/

reforestatiorin another ecological system lacks any scientific bds#oreover the draft

allows the destruction of critical habitat and even protected areas and nature reserves as well
as forests and biodivetg of importance to local communities.

The new draft moreovetoes not recognize the rightsfofest peoples, and therewith is a
massive dilution of the existing safeguard on Forests and Natural Habitats.

3.7 Involuntary resettlement
The dratft fails to inleide a comprehensive set of safeguard standards on land tenure and land
rights and weakens land rights protections for poor and vulnerable groups.

It removes the critical requirements in relation to resettlesplamning instruments, including
baseline d@&, and weakens requirements to assess alternatives, in order to avoid or minimize
displacement.

It dilutes requirements for information disclosure, consultation and participation of displaced
persons in resettlement planning, implementation and morgtorin

It dilutes Bank appraisal and supervision responsibilities for resettlement planning and
execution, relying on seldissessment and se#fporting by the borrower and approving
displacementnducing projects without conducting due diligence on compsahen
resettlement plans.

No further safeguards apply to protect against kaage land grabbing.
In a joint statement about the World Bankos
and Prevent Impoverishment, Both ENDS and others state that:
ABank safeguards must ensure that agricul
rights and arrangements of people and communities with land and natural resource
based livelihoods, including smallholder food producers, fisher folk, herders and forest
dwellers. These land and natural resource users should be the primary beneficiaries of
any such project, including through the strengthening of their tenure security and
i ncreasing their accless to productive res:¢

3.8 Human rights
Human rights are nahentioned in the safeguards other than in the preamble.

BWB Safeguards, July 2014 CODE draft, g paBa 15, pg 67 para 16,ih@l, Glossary, pg 98
1 http://www.sciencedirect.com/science/article/pii/S00063207120027 ¥dso:Environ Manage. 2006
Mar;37(3):35166.

15 http://www.inclusivedevelopment.net/jointstatementworld-banksdraft-safeguarddail-to-protect-land-
rightsand-preventimpoverishmentmajor-revisionsrequired/
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The draft safeguard policy fails to articulate how it will operationalize its stated commitments
to human rights, which must underpin an effective safeguard system. Human rights are
universal. The rggect for human rights is necessary for attaining development goals. The
safeguard policy must explicitly identify how the Bank will adequately identify risks to

human rights for activities it intends to support throtlghestablishment @af robust human

rights due diligence process.

The Bank should not delegate human rights responsibilities to its borrowers. In the words of a
Forest Peoples Program statement on the draft (signed by Both ENDS):
i | f dectsibne on whether international human rights are to be respected
or not rests solely with national governments, then the Bank is acting to
undermine agreed international human rights standards, pgeateby UN and
regi onal human * rights i nstruments. 0

3.9 Climate change
The draft includes only sporadic mention of climate change and fails to require assessments of
greenhouse gas emissions for all kaghission projects or to take steps to reduce éoniss

4 Recommendations to the Dutch government

As a member of the World Bank and one of the largest contributors, the Dutch government
should take a firm position to ensure the Safeguards get strengthened instead of weakened:
a) Ensure thatthe requirement for theBank to conduct its own due diligence

maintained including adhering to the requirements of the existing Country Systems
Safeguard, and nateferingNS A LI2Yy aA0Af AGASE (2 Of xSyda 2NJ
FaaSaaySyiaeT

b) The Nethelandssupportedthe revised ADB safeguards in 2009. In many respects the
Dutchposition on ADB safeguardsa recommendable example for the definition of a
current Dutch position on the World Barikcluding its stance oa 120 days
consultation period por to project approval, instead of promideotes;

c) Ensure the safeguards applto all Bank activities, as the case of the ADB safeguards;

d) Ensure theNorld Banketainsauthority over itsdue diligence, and monitoringncluding
whenlending throughFinancial Intermediary (FI subprojects). The ADB requires ADB
assessment and approval of any category A FI subproject. While this should be the
minimum safeguard standard for the World Bank, we strongly recommend that, given
the wellrecorded failure of emironmental and social due diligence at the subproject
level, the Bank prohibgtinvestment in Category A subprojedtg Financial
Intermediaries.

e) NoseOl f f SR W2LJi 2dziQ 2LIWiA2ya FT2N) LYRAISY2dza
governments, sincBank nvestments could be misused by governmentprojects that
do no respect the rights of IPs

f) Protections for natural habitat, biodiversity and forest people must be kept in place;

16 Significant concerns with the gmosed World Bank safeguarfds indigenouspeoples Forest Peoples
Program, June 2014.
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g) Biodiversity dfsetting should not be introduced as instrument, sincetie unicity of
one ecasystem cannot simply be replaced by replantapgcies iranother;

hy LY fAYS SAGK aAyAaildSN tf 2HeSsyethat tkiehew A G Y Sy i
World Bank Safeguards policy incorposéelequate human rights due diligence;

i) Pushfor and be prepared to contribute to an adequate budget and structural changes
needed at the World Bank to ensure adequate implementation and monitoring of the
Safeguards (in line with the IEG recommendation);

j) Organize European World Bank members to coona unified position that reflects the
above.

17 http://www.rijksoverheid.nl/nieuws/2013/07/23/mensenrechteibelangrijkpunt-van-aandachtbij-
wereldbank.html



