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Nancy Alexander: What is “Country Ownership”? Do Social and Environmental Safeguards Destroy It?

Governments and development finance institutions, such as the World Bank, should raise
(i.e., “harmonize upwards’) important norms and standards relating to: transparency, par-
ticipation, social, environmental, and anti-corruption policies. In order to achieve positive
development results, such standards are necessary.

However, in some respects, governments and development finance institutions view
norms and standards in a negative light. For instance, some fear that they will be at a com-
petitive disadvantage relative to countries or institutions with lower norms and standards.
Some recipient governments believe that norms and standards are an imposition by West-
ern nations that handicaps their development progress. Perhaps the strongest argument
against norms and standards is that they undermine “country ownership.” However, some
supporters of “country ownership” are backers of the executive branch (the bureaucrats) of
recipient countries, not citizens or their elected representatives.

This paper traces the way in which different processes (the “Aid Effectiveness
Forums) and institutions (the G20 and the Multilateral Development Banks (MDBs)) pur-
sue “country ownership.” It focuses on a new World Bank lending instrument — the Pro-
gram-for-Results (PforR) which will be used to finance government programs in sectors
(e.g., industry, agriculture, health). The standards that the World Bank has employed for
decades (e.qg., its set of 10 environmental and social safeguards, plus its financial manage-
ment and procurement standards) do not apply to PforR operations. This is a mistake. The
Bank should use these standards and safeguards for PforR operations and to strengthen the
“country systems” (e.qg., policies and regulations) in recipient countries.

Due to pressure from the U.S. Congress, the Bank is using the PforR instrument in
operations totaling only 5% of its total financial commitments for the next two years. We
believe that safeguards and standards should be applied to all PforR operations before this
“cap” is lifted.

The paper concludes that a choice between “country ownership,” on the one hand,
and norms and standards, on the other, is a “false choice.” Indeed, “country ownership”
and forms of development assistance, such as support for national and sector budgets, are
compatible with standards relating to transparency, participation, financial management,
and social and environmental protection.
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When Christine Lagarde, the Managing Director of the IMF embarked on her first official
visit to Latin America, Roberto Abdenur, a former Brazilian ambassador to the U.S., said
that the visit “marks a role reversal for a region that harbors deep-seated resentment over
decades of IMF-imposed austerity measures. Previously local authorities trembled when
even the most junior IMF official visited. Today, the chief is coming to seek aid. It’s an historic
about-turn.”* Indeed, Latin American countries, which are grew at approximately 4.5% in
2011 compared with 1.6% for developed nations, are making contributions to the IMF in
order to help the institution address the Eurozone crisis.

For decades, European countries have been among the most generous donors, both in
their bilateral relations and through multilateral institutions, such as the International Mon-
etary Fund, the World Bank, and the regional development banks. Yet, the donor-recipient
relationship is being flipped on its head as the growth rates of emerging market countries
outstrip those of advanced countries — not just recently, but for at least a decade.

As a result, we see the structural transformation of the world — a new order in which
the U.S., Western Europe, and Japan are no longer dominant.? The U.S. and Europe trig-
gered the 2008 and 2011 economic crises and Japan has been stricken by catastrophes. A
sign of this transformation is the fact that the G-8 Summits of industrial nations no longer
command the attention, or gravitas, that they once did. And, while the G-20 Summits have
made little progress on their dominant financial agenda, they have moved quickly to imple-
ment a development agenda, particularly since the G20 Seoul Summit in November 2010.

These trends can be seen in the context of the aid effectiveness process, the G20, and
the multilateral development banks (MDBs).

It is natural for donors and creditors to impose some conditions on their assistance to develop-
ing countries, particularly in order to ensure that the borrowing country has the capacity to
repay its loans.?> However, donors and creditors have often imposed such excessive and intru-
sive policy conditions on their assistance that they have undercut country ownership.

For instance, for many years, the World Bank required countries to implement “Wash-
ington Consensus” policies (e.g., privatization, liberalization in the context of strict budget
discipline) as a condition of receiving assistance. In some countries, this cocktail of policies
curbed inflation and achieved price stability, but at an enormous cost: stunted growth and the
inability of borrowers to service their debts. As a result of unproductive loans, debt reduction
programs have been implemented since the 1980s.

Countries which experienced sustained growth, such as China, India, and Vietnam,
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applied “*Washington Consensus” policies selectively and maintained a strong role for the
state in providing services and guiding industrial policy. Donors and creditors also under-
mined “country ownership” through the use of:

e “tied aid” (the requirement that recipient countries buy goods and services from donor
country);

e project implementation units (PIUs), which implement donor/creditor projects in par-
allel with government operations. These projects may overlap or conflict with those
of government programs.

» complex reporting requirements to ensure the accountable use of financing.

Because there may be dozens or even hundreds of donors and creditors, recipient govern-
ments are required to “dance” to the “tune” of many “pipers.” Perversely, a government’s
accountability to external actors can distract from, or even conflict with, its accountability to
domestic constituencies. In other words, aid systems can undermine democratic processes.

For such reasons, the 2005 Paris Declaration on Aid Effectiveness was a welcome
attempt by donors and creditors, on the one hand, and recipient governments, on the other, to
reach agreement about ways to support national development activities and reduce the high
“transactions” costs associated with aid. These costs not only undermine “country owner-
ship” but also diminish the effectiveness of aid.

However, aid effectiveness processes — the 2005 Paris Declaration and its successors,
the 2008 “'Accra Agenda for Action” and the 2011 “Busan Partnership for Effective Devel-
opment Cooperation” — represent both steps forward and steps backward. They are a step
forward because, the Busan High-Level Forum (HLF), in particular, put an end to the “old
order” divided into: “First World” and “Third World,” “North” and “South,” or “‘rich” and
“poor.” These descriptions no longer fit, if they ever did. Instead, the Busan HLF stresses
South-South cooperation and triangular approaches to cooperation wherein developed and
emerging countries work with low-income countries.

The High Level Forums on Aid Effectiveness also represent steps forward because
they stress the importance of achieving “‘results” and establish systems to measure them. In
addition, they promote ‘program support’ — namely, ‘budget support’ and ‘sector support’ (e.g.,
Program for Results) in order to strengthen country ownership by providing finance quickly
and flexibly. For instance, a donor or creditor disburses ‘program’ support rapidly (e.g., within
six months) whereas ‘project’ support disburses over 6 or 7 years — typically when there are
several stages of construction (e.g., a school, irrigation system, or power plant). Program
support is “flexible” because it often supports progress toward general results (e.g., health
for all) rather than a specific set of activities (e.g., purchase of certain equipment).

On the negative side, the efforts to build country ownership are not bearing fruit, as
they should. In 2008, the Accra High-Level Forum on Aid Effectiveness found that donors
were doing poorly in terms of supporting, or aligning with, country development strategies
and priorities. The 2011 survey on aid effectiveness found that, in 78 countries, only 41% of
aid was reflected in national budgets — well below the target of 85%. If aid is not reflected



Nancy Alexander: What is “Country Ownership”? Do Social and Environmental Safeguards Destroy It?

in budgets, then expenditures and results cannot be accurately tracked. This problem arises
“from poor reporting of disbursement intentions by donors and limited information captured
by budget authorities.

At the global level, progress toward the aid effectiveness targets, which were set in
2005, is poor. Only one out of the 13 targets established for 2010 has been met and progress
towards many of the remaining 12 targets has been disappointing.’

Some of the targets, such as those related to environmental standards are not taken
seriously, even though they mediate positive development results. Since standards for stra-
tegic environmental assessments were established in 2006, only 50 assessments have been
performed.

Environmental and social norms and safeguards are unfairly under attack from both
developing and developed countries. Many developing countries view standards and norms as
another type of policy condition — or even a neocolonial imposition. At the same time, many
developed countries feel that social and environmental norms/standards or “‘safeguards”
inhibit their competition with emerging market countries with low standards. China is often
cited in this regard.

At the Busan HLF on Aid Effectiveness, there was little interest in harmonizing stan-
dards. According to Anselmo Lee of the Korea Human Rights Foundation and an organizer of
civil society participation at the HLF:

* Busan was strong in agenda-setting (from aid effectiveness to effective development)
but weak in standard-setting and institution-building.
e CSO0s asked for respect for ‘universal human rights’ and it was treated under the ‘global
light” framework.
“The Busan banquet was for development actors but the main menu of the head table was
prepared for two VIPs - China and Private Sector (but they had different appetites).”®

Onthe one hand, China hasa liberalizing, but still state-centered, development approach;
on the other hand, the “outcome document” of the Busan HLF implies state deregulation.’

China’s official entry into a new development cooperation arrangement — the Global
Partnership for Effective Development Cooperation — was seen as a major accomplishment
of the HLP. According to the head of the Center for Global Development (U.S.), “This new
entity looks to me like a development ministers’ counterpart to the G20 finance ministers:
a grouping meant to ensure implementation of the approach (transparency, accountability,
results, etc.) “at the political level’””® The Global Partnership would be supported by not only
the OECD, but also the UN Development Program.

Civil society is concerned with trends that would jettison human rights, social, and
environmental norms and safeqguards — despite the ample evidence that safeguards contrib-
ute to good outcomes/results. Moreover, the benefits and savings from safeguards are much
greater than the costs. It is easier to institute protections than to clean up disasters (e.g., oil
spills, epidemics, global warming, soil erosion, destruction of cultural heritage).
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Whatever people think of the G20, most welcome the fact that it is not the G7. The G20
countries represent 85% of world output and trade and two-thirds of the world’s population.
At the same time, the G20 excludes 173 countries including those that are most in need of
development assistance.

Because the G20 includes emerging market economies, one would hope that they
would especially value ‘country ownership.! There are 9 emerging market members of the
G20 - China, India, Indonesia, Argentina, Brazil, Mexico, South Africa, South Korea, and
Turkey.

Ideally, the G20 and especially some of the emerging market members would promote
“bottom up” ‘country ownership’ characterized by:

 stronger leadership by citizens and their elected representatives,

e adhere to international treaties, including those relating to social and environmental
norms and standards,

e support for sustainable development from the community to the national level, includ-
ing greater social equity (e.g., universal health and education) and environmental
stewardship, and

* selective intervention by the state in order to enhance economic competitiveness.

But, to date, the G20 has not fostered this type of ‘country ownership.’ Instead, its initiatives
are:

 strengthening the role of finance ministries, technocrats and regional decision-making
bodies rather than the national democratic processes;

« further deregulating the state in order to attract private sector investment; and

* shunning the social, environmental, and anti-corruption safeguards that have been asso-
ciated with decades of development assistance.

The G20’s Role in Governing International Development

At the G20 Seoul Summit, the G20 launched its Development Action Plan (DAP) that fea-
tures nine “pillars” of activity: infrastructure, food security, trade, private investment and
job creation, resilient growth, financial inclusion, human resource development, domestic
resource mobilization, and knowledge-sharing. To date, the top priorities of the G20 relate to
promoting public-private partnerships (PPPs) in infrastructure and agriculture sectors in the
context of trade liberalization.

With regard to the nine pillars, the G20 gives dozens of mandates to about 26 interna-
tional institutions.’ The G20 countries represent about two-thirds of the votes in the interna-
tional financial institutions (IFIs) and have considerable weight in UN agencies, but the G20’s
practice of giving mandates to the IFIs and UN agencies undercuts the role of these institu-
tions’ governance systems. It marginalizes the voices of the 173 countries that are excluded
from decision-making.
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It would democratize global governance and strengthen country ownership if, instead of man-
dates, the G20 gave recommendations for consideration by the more democratic governance
structures of these institutions and agencies.

Participation by non-G20 Countries in G20 Development Action Plan

The Development Action Plan was designed by the G20’s Development Working Group, pri-
marily in order to benefit low-income countries. Yet, low-income countries (and other non-
G20 countries) were only marginally involved in designing the DAP. In 2011, there was
only one representative from a low-income country — Ethiopia — serving on the Development
Working Group. This raises questions about whether such a top-down plan — the DAP — can
be a positive force in fostering ‘country ownership’.

Environmental and Social Policies and Safeguards — Neglected
The following reports and strategies were delivered to the French Summit in November 2011:

» The World Bank’s updated infrastructure strategy (for fiscal years 2012-2015);%°

e The MDBs Infrastructure Action Plan;*!

* The report of the G20 High-Level Panel on Infrastructure;*?

* The report of the G20 Development Working Group;**> and

e The G20 Agriculture Ministers Action Plan.4
Social and environmental policies and safeguards are not seriously addressed by these reports
and strategies. This is despite the fact that policy choices relating to infrastructure (e.g.,
energy and transport) and agriculture will lock in patterns of carbon emissions for genera-
tions to come and have profound social implications.

The G20 was presented with a tremendously important opportunity to pave the way to

a low-carbon future by deepening reliance on renewable energy and agroecology (rather than
industrial agriculture). Instead, the G20 chose the status quo. For instance, the G20 Lead-
ers were presented with eleven “exemplary” regional infrastructure projects (see attach-
ment) — which include extensive roads, power pools dependent upon fossil fuels, and big dams.
None of the primary criteria for project selection relate to the need to promote low-carbon
development.

Role of the State

As noted above, ideally, the G20 would foster adherence to international treaties, including
those relating to social and environmental norms and standards. However, the G20 appears to
be making adherence to treaty provisions (e.g., [abor, human rights, and environmental treaty
provisions) voluntary rather than mandatory.

With the leadership of Germany and Saudi Arabia, the G20 is leading work on “Pro-
moting Standards for Responsible Investment in Value Chains.”*> It is also supervising work
on other norms and standards (e.g., Principles for Responsible Investment in Agriculture
(PRIA) and the Voluntary Guidelines on Responsible Governance of Tenure of Land, Fisheries
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and Forests. To date, the G20 has shown deference to the private sector, hollowed out human
rights requirements, and stressed the voluntary nature of norms and standards.

As a result, there are questions about whether key groups deputized by the G20
will weaken the World Bank’s environmental and social safequards. It is our belief that, if
countries do not like the World Bank’s procurement and financial management standards or
its social and environmental safeguards, they should not invent an instrument, such as the
Program-for-Results (see below), to which none of these apply. Instead, they should work
through open and participatory processes to revise them in ways that are more consistent with
commitments they have already made to international laws, including those relating to norms
and standards.

The state should regulate the market and use established, international norms and
standards as a basis for such regulation. This role is increasingly critical as the G20 and the
development finance institutions promote public-private partnerships (PPPs) — particularly in
infrastructure and agriculture. After all, many of the emerging market economies in the G20
prospered through strategic intervention and regulation by the state.

However, it is a bad omen that, at the G20 French Summit, Leaders approved many
development recommendations and reports which would marginalize the role of the state —
except as guarantor of the private sector’s risks and returns.te

Transparency and Participation by Civil Society

The G20 lacks transparent relations with civil society. Civil society has little information
about the G20, its working and expert groups, who serves on them, and what they do. The few
consultative processes have been ad hoc.

However, indirectly, the G20 is presenting an even greater problem for civil society by
undermining its consultative arrangements with the Multilateral Development Banks (MDBs).

How is this happening? Two examples will suffice. First, at the Seoul Summit, the G20
asked that the MDBs collaborate in preparing an “Infrastructure Action Plan” for the French
G20 Summit.t” However, there was no arrangement in place for information disclosure or
consultation in the design of the Action Plan. Each MDB has its own policies for information
disclosure and consultation, but there are no policies governing preparation of strategies and
policies by all MDBs. As a result, civil society was excluded from any engagement in prepara-
tion of this Action Plan.

Second, at the French G20 Summit, the G20 asked the MDBs to collaborate in pre-
paring action plans on food and water, which will be submitted to the Mexican G20 Summit
on June 18-19, 2012. To date, neither the Mexican Presidency nor the MDBs have disclosed
information about the Action Plan or about any consultative process.

In contrast to civil society, the business community is deeply engaged with the G20.
The business community, including the International Chamber of Commerce, conduct back-to-
back summits with G20 Leaders as well as on-going processes of collaboration. The Business
Summit (B20) has focused on shaping the Leaders’ agenda in twelve specific policy areas.'8
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In many respects, the World Bank is a trend-setter for the other MDBs (e.qg., the Asian Devel-
opment Bank, the Inter-American Development Bank, the African Development Bank), there-
fore its role is particularly important.

New trends at the World Bank are weakening the democratic aspects of governance as
well as the country systems and safeguard policies that have protected people and the natural
environment for decades.

The World Bank is launching a new lending instrument — the Program for Results
(PforR) — that will finance a slice of recipient countries’ sectoral budgets.

On January 24, 2012, the World Bank’s Board of Executive Directors is expected to
approve a small PforR program — 5% of total financial commitments per year for two years.
Although the World Bank claims that the PforR will enhance transparency, build country sys-
tems, help prevent fraud and corruption, and protect the environment and vulnerable people,
the actual policy language governing the PforR (i.e., the Operational Policy and Bank Proce-
dures) does not support these claims.l? Examples follow:

Information Disclosure and Transparency

Country ownership requires a rigorous exercise of people’s right to information. Many coun-
tries in which the World Bank operates have “right to information” acts, but particularly in
repressive regimes, these are ignored.

The Rights of Affected Peoples: The World Bank should support freedom of informa-
tion, but the PforR operational policy does not make adequate provisions for people affected
by these operations to be informed of them and consulted. The PforR documentation (“Bank
Procedures’) states, “Measures to address consultation, disclosure and grievance should be
appropriate to the activities to be supported under the Program.”?° This vague promise does
not support the rights of citizens to information or consultation and, therefore, it undermines
country ownership.

Disclosure of PforR Assessments

For each PforR operation, the Bank is required to conduct: 1) an environmental and social
systems assessment; 2) a technical assessment; and 3) a fiduciary systems assessment which
feed into 4) an integrated risk assessment. There are no provisions for the disclosure of the
latter three assessments. The environmental and social systems assessment is disclosed in
draft and final form, but the PforR documentation does not specify when the final assessment
should be disclosed. It should be disclosed at least 60 days prior to Board consideration of
the PforR operation.

10
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Consultation

As noted above, the PforR documentation is vague with regard to what constitutes “appropri-
ate” consultation.? With regard to Indigenous Peoples, it is somewhat more specific. The
documentation calls for the Bank to “undertake free, prior, and informed consultations if the
Indigenous Peoples are potentially affected (positively or negatively), to determine whether
there is broad community support for the Program activities.” However, there is no indication
of what steps should be taken in the absence of board community support. Free, prior and
informed consultations with other affected groups are not required.

Vulnerable Groups, including Women

The PforR documentation calls for the Bank to: “give attention to groups vulnerable to hard-
ship or disadvantage, including as relevant the poor, the disabled, women and children, the
elderly, or marginalized ethnic groups; and, if necessary, take special measures to promote
equitable access to Program benefits.”” No indication is given of what it means to “‘give atten-
tion” to vulnerable groups. Although the World Bank’s Operational Policy on Gender and
Development?? applies to PforR operations, this policy is totally inadequate. It contains few
of the requirements of the Asian Development Bank’s 2009 safeguard policy with regard to
(1) protection of women, including necessary assessments; (2) participation of women in all
decision making, including by developing specific measures to involve them; and (3) gender
sensitive and responsive grievance mechanisms. These three standards are supported by gen-
der disaggregated baseline information and data.?

Standards and Safeguards

For decades, protections for people and the environment have been built into Operational
Policies (OPs) referred to as “safeguards.” Historically, these have been identified by World
Bank Management as being particularly important in ensuring that operations “do no harm”
to people and the environment. There are 10 safeguard policies, comprising the Bank’s pol-
icy on Environmental Assessment (EA) and policies on: Cultural Property; Disputed Areas;
Forestry; Indigenous Peoples; International Waterways; Involuntary Resettlement; Natural
Habitats; Pest Management; and Safety of Dams.?*

The Bank has decided that this group of safeguards will not apply to PforR operations
in a binding manner, but it has not adequately justified this decision. It has an instrument
called the “Sector-Wide Approach (SWAp) to which safeguards do apply. It pools financing
from various sources, just as the PforR does. If the Bank wanted to make the SWAp more
results-oriented, it could easily do so by timing the disbursement of resources to the achieve-
ment of results.

Instead, the full suite of World Bank safeguards will only apply to project operations
and sectoral operations other than those financed by the PforR. This represents an abdication
of the Bank’s responsibility to “do no harm” to the environment and groups affected by Bank-
financed operations.

11
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The Main Lending Instruments of the World Bank

Lending Instrument Do the 10 Safeguard Policies Apply?
National Budget Support No

(i.e., Development Policy Operations)

Sectoral Support

 Sector-Wide Approaches (SWAps?) Yes
* Program-for-Results No
Project Investments Yes

Fraud and Corruption
The World Bank’s existing Operational Policies relating to procurement, financial manage-
ment, appraisal and supervision will not apply to the PforR in a binding manner.

The Bank will perform fiduciary assessments, but the standards governing fraud and
corruption are very vague. The PforR policy states that “financial management systems are
assessed as to the degree to which the relevant planning, budgeting, accounting, internal
controls, funds flow, financing reporting, and auditing arrangements provide reasonable assur-
ance on the appropriate use of Program funds and safeguarding of its assets.”?¢ However,
little indication is given of what might constitute “reasonable assurance.”?’

The PforR dcoumentation includes Anti-Corruption Guidelines, but the Guidelines
state the Bank and the Borrower can agree, in writing, that certain provisions of the Guide-
lines do not apply. Through such written agreement the borrower can be relieved of respon-
sibility to report corruption to the Bank and cooperate in an investigation and the Bank can
be relieved of its responsibility to inform the borrower of allegations of fraud and corruption,
conduct an investigation, or sanction any individual or entity (other than the Member Coun-
try).® This language violates the Bank’s Articles of Agreement, which state that the institu-
tion has a fiduciary duty to ensure that the proceeds of any loan are used only for the purposes
for which it is granted.

Results-Orientation

The stated purpose of the PforR instrument is to support a country in producing “results.”
To facilitate this objective, the Bank would disburse financing when a country achieves a
“disbursement-linked indicator’”” (DLI). There are three problems with this process. First, to
determine whether a DLI has been achieved, the recipient country must establish a credible
baseline of performance data and implement a monitoring system (sometimes throughout
most or all of a country) capable of determining the extent to which results are achieved.
Many recipient countries are not capable of managing the level of sophistication required to
make such determinations. (Historically, the performance of the World Bank’s own monitor-
ing systems has been abysmal.) Second, DLIs can be modified over the course of a PforR
operation — so the “'results” or “goal posts” can be constantly moving. Third, when a country

12
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achieves only partial results (relative to a DLI), the Bank can disburse a part of the financing.
All of these facts imply that discerning whether or not results are achieved can be a very slip-
pery and subjective process.?’

Country Systems

The stated intention of the PforR is to give the recipient country the latitude to strengthen its
own country systems (i.e., environmental, social, anti-corruption policies, regulations, laws)
without dictating how this should be done. Each PforR operations would release a “‘results
framework” to citizens. The Busan HLF specified that such frameworks should govern all
development activities:

Where initiated by the developing country, transparent, country — led and coun-
try — level results frameworks and platforms will be adopted as a common tool
among all concerned actors to assess performance based on a manageable num-
ber of output and outcome indicators drawn from the development priorities and
goals of the developing country.°

However, this framework is essentially useless unless citizens also know the reforms and
policies their government will implement to achieve the results and how their rights will be
safeguarded in the process.

Most PforR operations will require an Action Plan, which will specify how country
systems will be strengthened. The Action Plan may be included in the PforR operation or
in an entirely different operation (which may be funded by another donor or creditor).> If
the Action Plan is not included in the Bank’s PforR operation, citizens will need to find out
which donor or creditor is financing the Action Plan and whether all or some of it is publicly
disclosed (since language may be removed for reasons of confidentiality or sensitivity). By
definition, reforms to country systems will constitute sensitive information. Yet, citizens can-
not work through democratic processes to strengthen country systems if they do not have
access to the PforR Action Plan.

Material Weaknesses
One would think that, if the Bank assesses the country systems of a recipient country and finds
“material weaknesses” — weaknesses that are so severe that credible remedial measures at
the program level are judged unlikely to work — that the Bank would not proceed with a PforR
operation. However, the Bank does not preclude proceeding with a PforR operation under
such circumstances, despite the fact that this would invite fraud, corruption and harm to social
and environmental systems.3?

Use of PforR for Higher Risk Operations: The Bank describes the level of social and
environmental risks inherent in an operation in terms of categories. Ideally, the PforR instru-
ment would only be used for low risk (Category C) operations.

13
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The U.S. Congress took only a slightly different position in legislating that “operations
with potential significant adverse impacts and operations that affect indigenous peoples”
should be excluded from PforR financing or subject to the safeguard policies. This implies
that the Bank would not use the PforR to finance Category A and much of Category B.

However, the Bank is moving in the opposite direction. Although the Bank publicly
states that the PforR instrument will not be used to finance Category A projects, the PforR
documentation (the Operational Policy and Bank Procedures) does not say this.

A Category A project is one that is “'likely to have significant adverse environmental
impacts that are sensitive, diverse, or unprecedented.”** But, the proposed Operational Policy
for the PforR states that “activities that pose a risk of potentially significant and irreversible
adverse impacts on the environment and/or affected peoples... are not eligible for Program-
for Results financing...”3* (Emphasis added.) Thus, the Bank will use the PforR instrument
for Category A operations that pose significant adverse risks, as long as these risks are not
irreversible. This is a step in the wrong direction that violates the intent of U.S. law.

For the above reasons, among others, the U.S. Congress took action in December 2011 to
“cap” or put a “‘ceiling” on PforR operations. Now, according to U.S. law, the Bank must:
* limit its PforR operations to no more than 5% of its total annual financial commit-
ments for the next two years.
* require that operations with potential significant adverse impacts and operations that
affect indigenous peoples are excluded from PforR financing or subject to the World
Bank’s safeguard policies.
e get agreement from borrowers on the Bank’s jurisdiction and authority to investigate
allegations of fraud and corruption in any lending program, including the P4R.
* ensure that, before next steps are taken to expand the pilot, a thorough, independent
evaluation of the PforR operations is conducted with input from civil society and the
business community.
The PforR is intended to fund a slice of a government sectoral budget in order to strengthen
country ownership. However, as described above, the Bank already has lending instruments
(e.g., the Sector-Wide Approach) that use fiduciary standards and environmental and social
safeguards in the process of financing the sectoral budgets of recipient countries. The World
Bank’s evaluators never found that compliance with safeguards was a problem with these
existing instruments. The World Bank has not demonstrated that the PforR adds value to its
existing repertoire of lending instruments.

The development establishment poses a choice — either support “‘country ownership”
or promote norms and safeguards. This is a false choice. There is no reason that providing
basic protections against fraud and corruption and basic protections to prevent harm to people

14
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and the environment is incompatible with country ownership. Quite the contrary: such basic
standards are necessary to deliver development results.

If developing countries do not like the World Bank’s procurement and financial man-
agement standards or its social and environmental safeguards, they should not invent an
instrument to which none of these apply. Instead, they should work through open and partici-
patory processes to revise them in ways that are more consistent with commitments they have
already made to international laws, including those relating to norms and standards.
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Eleven Infrastructure Operations Submitted to G20 Summit Leaders for Approval.
By continent:

Africa

* West Africa Power Pool (WAPP): a 1400 kilometer transmission line inter-connecting
four countries: Cote d’Ivoire, Liberia, Sierra Leone, and Guinea;

 East Africa Power Pool (EAPP) connecting the power systems of Ethiopia and Kenya;

 Inga Hydropower and Transmission in the Democratic Republic of Congo (DRC)). The
dam could double the capacity of the world’s largest hydropower project (Three Gorges
Dam) and facilitate the integration the regional power pools in Africa. Construction of
associated transmission lines would allow power to reach 16 countries in the Central
and Southern Africa Power Pools;

e North-South Corridor runs 4000 kilometers in East and Southern Africa (from Zam-
bia and southeastern DRC to Durban, South Africa with other eastward spurs to Dar
Es Salaam, Tanzania and Nacala in northern Mozambique). Through construction of
trade-facilitation infrastructure (roads, rail, ports), the Corridor would integrate the
three Regional Economic Communities including 26 countries which are negotiating
the terms for a new Tripartite Free Trade Area;

 Railways between Isaka, Tanzania and Kigali, Rwanda would extend an existing Tanza-
nian railway line in order to reach Kigali and, potentially, Musongati, Burundi, as well.

Middle East/ Northern Africa

« Jordan Railway project, including freight links with Syria, Saudi Arabia and Irag;

* Scaling up Solar Energy in the Middle-East/North Africa (MENA) for Export to Euro-
pean Markets (Desertec). One concentrated solar power (CSP) plant in under con-
struction in Morocco; others are envisioned in Algeria, Egypt, Jordan, Morocco, and
Tunisia.

Asia

e Turkmenistan-Afghanistan-Pakistan and India (TAPI) Natural Gas Pipeline will con-
nect the natural gas supplies in Turkmenistan with the energy markets in Afghanistan,
Pakistan, and India.

* ASEAN Infrastructure Fund. To construct infrastructure throughout the Association of
Southeast Asian Nations, the ASEAN countries and the Asian Development Bank will
establish an Asian Infrastructure Fund (AIF) to lend up to $4 billion through 2020 for
long-tenor, sovereign/sovereign-guaranteed infrastructure projects.

e Scaling-Up Clean Biomass Energy in the Greater Mekong Subregion (GMS). This
project will use biomass technologies (biogas and biochar) within the GMS countries
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and establish an Asian Rural Biogas Fund for private sector participation. The proj-
ect is intended to help the rural poor in Cambodia, Lao PDR, and Viet Nam become
participants in production of clean bioenergy, carbon sequestration, and food security
enhancement.

Latin America
* Pacific Corridor, a 3244 kilometer road network between Mexico and Panama.
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