Joint DFID-World Bank Roundtable “From adjustment lending to Development Policy Support Lending”, July 17 2002, London UK

-

Public consultation Meeting on the Revision of the World Bank’s Policy on Structural Adjustment Lending, 18 July 2002, London UK

17 July DFID-WB roundtable: “From adjustment lending to Development Policy Support Lending”, 9.00-17.15

This one-day roundtable gathered WB officials, bilateral donors representatives, a few NGOs and selected journalists (see list of participants)

It was divided in three sessions 

1. Background and context

2. Social/Poverty, Environment and Fiduciary Aspects

3. Conditionality and Bank-Fund Coordination

DFID and Jim Adams as co-chairs made a short introduction on the background and the objectives of the revision process: the need to reflect changes in adjustment lending, to draw the lessons of the failure of conditionality, to discuss volume and share of adjustment lending in the Bank’s total lending, etc.

Issues raised in this session:

Consultation process

Max Lawson (Oxfam GB) was the NGO speaker for this opening session. As agreed in an NGO preparatory meeting early July he highlighted the concerns regarding the consultation itself, quoting the letter sent to Joanne Salop in 2001. Similar concerns were raised during the official consultation the following day (see FPP notes on July 18th below). WB staff were visibly annoyed but could only respond with a few tentative dates and locations, since then posted on the WB website as follows: 

September 30: Washington, D.C., USA
attached to the Annual Meetings (time and location to be announced)
October 6/9: Amman, Jordan
(exact time and location to be announced)
Mexico City, Mexico 
(time and exact location to be announced)
Warsaw, Poland 
(time and exact location to be announced)
New Delhi, India 
(time and exact location to be announced)
East Asia 
(time and location to be announced)
Africa 
(time and location to be announced)

While the WB expressed its commitment to release documents in due time and in appropriate languages, a number of questions remain unanswered. WB said at this stage it was “unlikely” that independent facilitation would happen in the following consultation meetings. See 18th July notes for further details. 

Name change of structural adjustment operations

Very few participants commented on the proposed name change. In a short position paper (available at BWP) the European Commission says it welcomes this change, without further explanations. Martin Wolf (Financial Times) expressed his scepticism, saying the WB had always needed and would always need a fast disbursing facility and the rest was more or less re-labelling. BWP later insisted on signs that this could just be a “rebranding” exercise. 

Mandatory / optional guidelines

NGOs welcomed WB acknowledgement that "there is no single blueprint for reform that will work in all countries". This acknowledgment is reflected by a tendency towards less mandatory directives, more desirable 'good practice'. NGOs expressed several concerns: whether World Bank staff will use this flexibility to depart from the Washington/Monterrey consensus is doubtful. BWP: WB research and knowledge management will provide WB views and good practice, but WB research is biased, there is still a tendency at the Bank to distance itself from independent research (SAPRIN), and to produce sweeping conclusions rather than contribute to public debate and put policy options on the table. Recommendations included: analysis commissioned by the World Bank should be defined in an open manner, ideally be carried out by national researchers and CSOs, studies should aim to review evidence and set out issues and options for debate.

Jim Adams (as he did several times that day) insisted on the need to put policy options on the table. Capacity for independent research (not carried out by borrowing governments) is insufficient at the moment. 

Social/environmental and fiduciary aspects
Short, basic presentations on PSIA (Poverty and social impact analysis), environmental assessments etc. PSIA attracted much of the questions /comments. NGOs raised a number of concerns 

· the proposed policy would leave it to WB management to decide when and how poverty analysis is carried out. The European commission added it was unclear what the alternative was in cases where no PSIA would happen. 

· it is still unclear what PSIA is, how it fits with existing IMF and WB work, is it just a shopping list of methodologies, how quick the staff will be to take up the new approaches, if it is an opportunity to change institutional biases towards orthodoxy. Similarly, who funds, commissions, carries out PSIA ? (cf HIPC ministerial declaration
 ). NGOs also signalled the urgent need to carry out such studies vs lack of eagerness from the IMF especially. 

In response WB (Sharon White) acknowledged an assessment overload in WB research and expressed hope that the impact of PSIA on staff work / WB views will be achieved through “learning culture”. 

Conditionality

The WB presented results of research on conditionality clearly showing the inadequacy of the current approach. “Good performers” usually have programmes with fewer conditions. “Single-tranche” programme proved to be more sustainable. Therefore the WB proposes in the new policy to “limit the number of conditions and focus them on priority actions”. The WB will adopt a case by case rather than one size fits all approach.

Collaboration with the IMF on conditionality should be enhanced, depending on which is “the leading agency”. The EU asked whether it had occurred to the WB that perhaps the leading agency didn’t automatically have to be the WB or the IMF. 

NGOs and bilateral donors raised the following concerns:

The IMF being in the process of streamlining conditionality – although no significant change has been perceived in current loan agreements – there is a danger for IMF conditions to be “dumped” on the World Bank. The WB said it intended to “streamline” conditionality as well. Cross-conditionality is a danger but can be necessary in some cases. DFID especially insisted on  overarching conditionality, which are the links between PRSPs and loan conditions, which should be the conditions for conflict-affected countries, etc

Dangers of a “prior actions” approach were also stressed (see Carrots and Sticks: a quick fix for IMF conditionality? http://www.brettonwoodsproject.org/topic/adjustment/a22carrotsticks.html)

Other issues such as monitoring and evaluation, participation, the question of the share of SAL in WB total lending were either briefly or not at all addressed.

In his conclusion Jim Adams emphasised three areas of importance for the new policy:

· The need for more transparency and information disclosure

· The need to put policy options on the table

· Participation of civil society

Public Consultation Meeting on the Revision of the World Bank’s Policy on Structural Adjustment Lending: London, 18 July 2002 - 0900-1330 hrs

The World Bank chaired the whole meeting. It was impossible to get an agenda in advance of the meeting.

NGOs present: Africa Matters, New Economics Foundation, ITDG, Methodist Conference in Great Britain, One World Trust, Oxfam, Christian Aid, Bretton Woods Project, Comic Relief, CAFOD, IPPF, Religious Society of Friends, Jubilee Debt Campaign, Baptist Union of Great Britain, Quaker Peace Movement, Forest Peoples Programme

World Bank staff: Jim Adams (Vice President, OPCS), Ulrich Zachau (manager of adjustment policy revision process), Stephen Lintner, Paul Mitchel, Malcolm Ehrenpreis, Sharon White (Senior Economist, World Bank, UK office)

Introductory comments by the Bank: Bank staff introduced the meeting by reiterating the basic approach and rationale behind the revision of OD8.60 as outlined in their “Issues Paper” titled From Adjustment Lending to Development Policy Support Lending: key issues in the update of World Bank Policy, OPCS, June 2002. It was stressed that the London consultation and other consultations intend to enable discussion on this issues paper, not a revised Draft policy which will only be prepared after the current round of face-to-face consultation meetings is completed. Bank staff identified a number of key issues for discussion:

· public consultation

· participation

· poverty/social and environmental aspects

· fiduciary aspects

· country ownership - and rationale for “development support lending”

· conditionality

· policy coverage

· share of Bank portfolio

Bank staff outlined the planned schedule for the revision process as set out in Annex B to the Issues Paper. They noted that the completion date for the whole process would be June 2003, with public consultations from July 2002 until December 2002.

Public consultations: Several different NGOs including Bretton Woods and FPP questioned the time frame in the planned consultation schedule. The following points were made:

· Given the complex and controversial nature of adjustment lending, the 11 months for the policy revision seems unrealistic given that other similar processes have taken three-four years: would the Bank consider extending this time line?

· The revision process does not commit the Bank to translating the revised draft policy (to be posted on the web for comments before going to CODE and the Board) into major languages: would the Bank commit to this?

· No explanation has been given to external rights holders and stakeholders about how their concerns and recommendations will be reflected in the final policy: what is the Bank’s position on this crucial point? Why should people feel it is worthwhile attending the consultations?

· Will OPCS learn the lessons from the recent flawed ESSD “consultation” process relating to the Bank’s Indigenous Peoples Policy? Will the Bank commit to adhering to its own guidelines on effective public consultation (timely provision of documents in the right languages, timely availability of information on meeting venues and dates, adequate time for open discussion and debate from all participants, balanced moderation, good translation facilities etc. etc.)?

· How will civil society and right holders’ representatives be selected for the consultations: will the SAPRI network be asked to suggest participants who should be invited?

In response to these questions Bank staff made the following points/commitments:

· the Bank did not plan to translate the revised draft into other languages, but this is a valid request (Ulrich Zachau)

· given the need to allocate two or three months for official translation, the timeline for the policy revision will have to be put back and OPCS will advise the Bank’s Board and civil society of the change to the revision schedule (Jim Adams)

· The Bank takes very seriously the lessons learned from the recent Indigenous Peoples Policy revision process where consultations have been unsatisfactory. Jim Adams commits OPCS to make every effort to comply with the World Bank’s own guidelines for good public consultation;

· OPCS intends to use the matrix “Question & Answer” tool to explain to external stakeholders how their comments and proposals have been treated in finalising the policy;

· Borrower governments and the Bank’s regional offices will decide who is to be invited to the consultation meetings. However, NGOs such as those present in the London meeting are welcome to suggest to OPCS which organisations and individuals should be invited in different regions/ countries. OPCS in DC will pass this information on to the regions to assist their preparations for the public meetings (Ulrich Zachau);

· At the end of the day, there will be differences of view and disagreements about the provisions of the revised policy. At some point OPCS staff and the Board must take decisions about the contents of the final policy;

Discussion on participation:

Bank staff underlined the following points:

· The current OD says nothing at all on participation, the new OP/BP8.60 will include this “principle” in the revised policy in line with PRSP/CDF framework - this is seen by the Bank as a major step forward;

· Draft SAL documents will be disclosed

· PRSPs are already disclosed

· PRSCs are disclosed with the Borrower’s consent

· Borrower governments will decide the level of participation and who participates as part of the Bank’s new commitment to promote country ownership and be less prescriptive

NGOs responded with the following comments and recommendations:

· Despite assertions on the World Bank web pages on PRSPs that country ownership and participation in the process is “high”, for example in comments relating to some Central American Countries, on the ground civil society and grassroots organisations feel little or no ownership over the process. Is the Bank aware of this gap in perception? What does it plan to do about it? Does it recognise that this gap can actually lead to social unrest and conflict?

· The level of participation cannot be simply left up to governments. As a public institution and according to its own mandate the World Bank has a duty to consult civil society;

· Will the World Bank agree to let civil society organisations comment on the quality of participation in the PRSP process - for example in an annex to the PRSP document?

· The issues paper proposes “upstream” sectoral environmental and social/ poverty impact assessments at the country level in CAS and PRSP work to deal with potential social and environmental impacts of policy-based lending: will this just be assessments made by technical Bank staff and consultants sitting in offices in cities? What is the scope for input from participatory social and environmental assessments that actually seek the views and perspectives of poor and marginal groups? NGOs like FPP recommend that such participatory provisions be made explicit requirements in the revised OP;
· Effective participation is expensive and will incur significant transaction costs. Nevertheless there is consensus that participation is essential for effective poverty reduction strategies: how does the Bank plan to meet these transaction costs? Will the Bank consider developing a preferential funding mechanism for this work as an incentive to Borrowers to involve a broad base of rights holders, civil society organisations and trade unions etc.?
Bank staff made the following points in response (some of these responses were made by Bank staff during the lunch after the formal meeting):

· There is already a provision for donors to comment on the PRSP process in the documentation sent to the Board, so the precedent is already established. OPCS does not see why this practice could not be extended to civil society organisations by providing some sort of annex to enable them to outline their assessment of the quality of participation in the PRSP process (Jim Adams);

· Many donors are aware of the importance of participation and also that it is costly: that is why donors like UNDP have provided funds for PRSP public consultations (Jim Adams);

· There is already a trust fund for participatory activities under the PRSC process: it has $20 million dollars in the fund and the World Bank advises civil society organisations and Southern governments to use this fund (Sharon White);

· The fact is that most experts are located in cities and towns and it is difficult to reach out to remote rural groups in making social and environmental assessments (J Adams);

· The participatory component of country-wide environmental and social impact assessments will be established through a clear information disclosure process: the public will be able to comment on the draft documents;

· PRSP guidelines already place clear obligations on governments and the financial institutions to ensure broad participation in policy formulation;

· The Bank cannot insert the word “participatory” in the phrase “poverty assessment” or “sectoral social impact assessment” in the OP/BP because this would become a requirement in the revised policy. Given the Bank’s emphasis on country ownership, it cannot prescribe how social and environmental assessments are done: it is up to the Borrower. The detail of how assessments can and might be done would be set out in good practice guidelines. The Bank will not dictate methods, it is up to countries who may or may not choose to involve civil society in these activities (Ulrich Zachau);

· The Bank’s new learning approach does not want to fix rules on how things should be done given that the life of the revised OP/BP will be ten years or more, there must be scope for adaptation based on experience - this has been the problem with past operational policies like OD8.60 - they were far too rigid in their provisions;

· The World Bank does recognise, however, that outreach to rural areas is important and OPCS welcomes any recommendations from civil society on how this might be done (Jim Adams);

· The World Bank must respect the views of governments, but it also has to recognise that in some countries civil society and marginal groups are weakly organised. In those cases, the Bank enters into discussions with Borrowers about measures to include these groups in policy debates e.g., Tanzania (Jim Adams);

Discussion on poverty reduction and social and environmental issues

Pointing to the OPCS Issues Paper, Bank staff underlined the proposal to include social, poverty and environmental concerns in the revised OP/BP8.60. Again, they pointed out that this is a significant shift in Bank thinking.

NGOs made the following points:

· The issues paper rightly notes that OD8.60 needs to be revised to take account of changes in macroeconomic and development thinking over the last decade. Will the policy take account of broader changes in development policy in the last ten years that place an emphasis on the importance of human rights in poverty reduction and the value of applying a rights-based approach to development? How does OPCS consider treating the issue of human rights in the revised OP?

· There seems to be a serious loophole emerging in the Bank’s proposed social and environmental policy framework as regards cross-sectoral impacts of policy-based lending on people and the environment in developing countries. For example, the OED’s 1990 and 2000 evaluations of the impact of World Bank projects and programmes on the forest sector both show that cross-sectoral and adjustment issues are sometimes a major cause of deforestation and forest degradation. Many other studies have shown that adjustment policies can be a serious underlying cause of forest loss and cause the impoverishment of forest dependent peoples. Everyone, including the Bank’s own technical advisors, agrees that there is a need for new Bank-wide safeguards to address potential adverse cross-sectoral and macroeconomic impacts on forests and forest peoples. However, the Bank’s current Draft revised Forest Policy does not deal will this issue. It simply passes the problem on to the revision of OD8.60. On inspection of the OPCS Issues Paper, however, it seems the revised OP/BP8.60 will not give sectoral advice, but only deal broadly with social and environmental issues at the country level in CAS work (see Annex A to the Issues Paper). NGOs, like FPP, strongly recommend that the Bank’s safeguard policies still under revision, including its Forest and Indigenous Peoples policies, should include clear provisions that give sectoral advice on avoiding or mitigating the negative impacts of macroeconomic and adjustment loans. Such provisions should explain clearly what practical steps Bank staff must take to address these issues. Crucially, all revised policies must be clearly cross-referenced to each other to ensure there are real linkages across the different policy revision processes;

· What is happening to Sectoral Loans and the requirement that they be subject to Environmental Assessment under OP4.10? This seems to have been dropped?

· Can the World Bank Group as an institution actually learn at all? What happened to the Voice of the Poor initiative and all the lessons learned there? Has the Bank learned from that? What about all these OED evaluations? How are the lessons incorporated into Bank policies and practice? How does the Bank get new staff to understand these lessons?

· How will the Bank know if its new revised policy is being effective? What benchmarks will the Bank set to assess the effectiveness of its new approach? Who decides what those benchmarks should be? Why not include the International Development Targets (IDTs) as benchmarks for effective poverty reduction?

· Would the World Bank be willing to work with a broad base of rights holders and citizens groups to agree useful performance-based indicators for effective policy-based lending i.e. agree what indicators show poor people have really benefited?

· Can rights holders, citizens and civil society organisations become involved in the monitoring and evaluation of macro-economic and policy reform loans (Programmatic Structural Adjustment Loan/Credit, PRSC, PRSP etc.);

· It is one thing to re-write a policy, how will the Bank actually ensure that its macroeconomic staff and country offices actually implement it? What are the incentives for them to take the new policy seriously and do things a different way?

· The so-called “noise” outside the Bank about the dilution of its operational policies stems from the fact that what the Bank says is a new learning and flexible approach in practice means that requirements on social and environmental issues are being made optional in its revised policies. This loss of requirements binding on Bank staff removes the only mechanism of accountability available to poor people impacted by Bank operations. In revising OD8.60: will OPCS commit to making clear requirements on its own staff to deal with safeguard issues (i.e. more than vague exhortations or descriptive statements of process)?

Bank participants responded to these queries and proposals as follows:

- OPCS has recently had a three-day meeting with people from the UNHCHR and they went away very “happy” with the Bank’s position on human rights - so we are already dealing with this issue. The World Bank has explained its stance on this before and made it clear we cannot deal with some aspects of human rights because they are political. So, our mandate prevents us from some rights issues and UNHCHR seems to understand our position. It was a very fruitful meeting (Jim Adams);

- The overall cross-sectoral and macroeconomic impacts of Bank lending and the social and environmental impacts of specific sectors like the mining sector will all be dealt with under the country-wide upstream social and environmental impact assessments (Ulrich Zachau);

- The requirement of applying OP4.01 to sectoral loans has not been lost, it is just that it is now not a blanket requirement.
 OP4.01 can still be used, but only where it is really appropriate. The point is that sectoral issues will deal with upstream by the new sectoral environmental assessments in the CAS, PRSP etc...

- The Bank disagrees that there is a loophole in its social and environmental treatment of sectoral loans. It maintains that the issues will be fully covered in the Revised OP/BP8.60 - this is noted in the Issues Paper (see Part IIIB.20 on pages 10-11) (Ulrich Zachau);

- The Bank has already made a decision that adjustment issues will not be included in other policies like Forests and Indigenous Peoples. Outsiders may disagree, but that decision has been made and the issue will be dealt with under OP/BP8.60.

- The Bank notes, however, there is a difference of view between the institution and outsiders on the treatment of adjustment loans in its safeguard policy framework. The recommendation made by NGOs about linkages between policies is also noted as a “fair point”;

- The Bank will ensure that there are clear provisions on forests and other sectors in the final revised OP/BP8.60. OPCS is confident that there will be linkages between OP/BP8.60 and other policies (Ulrich Zachau - as far as he recalls that the link to OP/BP8.60 is already made in Draft OP4.36 on Forests);

- The whole point of the policy revision is to clarify what are mandatory requirements and what is just good practice advice, so the revision process will make requirements on Bank staff not just governments. The World Bank does recognise that it has responsibilities (Jim Adams);

- The World Bank does try to learn lessons and it does make requirements on its staff as well as giving advice on good practice (Jim Adams);

- There may be scope for civil society involvement in monitoring and evaluation, but this would be left up to governments. The Bank recognises participatory monitoring as a potentially useful tool, which could be included in good practice guidelines (Ulrich Zachau);

- The Bank does not think it is a good idea to pre-judge performance-based indicators for policy-support loans. These should be agreed with governments on a country by country basis. The Bank did not respond to the suggestion that development effectiveness indicators should be developed in a collaborative way with citizens’ groups and rights holders in developing countries.

- The Bank recognises that it is one thing to write a policy and another to implement it, but the first challenge is to re-write the policy (Ulrich Zachau);

Many other important issues like conditionality and the share of adjustment lending were raised in the meeting. Many of them were addressed concisely as time started running out. PSIA didn’t get as much time and attention as the previous day. 

Conditionality

Points made during the 17th July roundtable were reiterated, therefore there is no need to go into further details. The WB shortly presented its conclusions on conditionality and NGOs raised similar concerns. Jim Adams repeated that the WB was willing to adopt a case-by-case approach, reduce the number of conditions, make them more specific.

The Bank makes a commitment to look at ‘total conditionality’ in the process of streamlining its own conditionality. Cross-conditionality can be necessary though. Countries ‘under stress’ (conflict affected): in some cases lending is not effective. Alternatively delivery of essential services can be done through NGOs.

Share of Bank portfolio

According to the Bank's Articles of Agreement, World Bank loans should be limited to specific projects "except in special circumstances". In recent years "special circumstances" have been subject to broad interpretation but the Bank says the share of policy-based lending has been limited to 25 per cent. There are serious reasons to believe that this formal ceiling will be removed to make way for case-by-case assessment by the Board. While some NGOs see policy-based lending as a constraint on countries budgetary sovereignty, others argue that budget support leaves governments with more flexibility than project loans.

Some participants pointed out that some NGOs might be embarrassed to take a clear stand on this: the fact that they do not want more projects does not mean they want more adjustment lending! The WB decided to take this remark as a joke. 

NGOs recommended that a prudent approach be adopted before removing the formal ceiling without prior testing.

Name change / monitoring and evaluation

NGOs asked if the name change was just good PR. The WB insisted that the new policy was a response to ongoing changes and lessons learnt. NGOs asked whether the SAPRIN findings would be considered in the lessons to be learnt. The response was positive and WB said they want to broaden the range of criteria to assess what works and what doesn’t. Other participants expressed scepticism that a real change could occur: WB claims to learn lessons from the past, but the discussion paper (Annex A) explicitly refers to “an appropriate macroeconomic framework, an appropriate IMF program” as a condition for WB lending. 

On monitoring and evaluation: the criteria are unclear in the proposed revision (p30, 31). WB response was vague: existing standards have to be met, OED criteria can be used (no mention of possible independent evaluation).

The meeting’s conclusion on the WB side was very similar to Jim Adam’s conclusion the previous day. NGOs concluded on the consultation and the need for mechanisms to assess how their input in the consultation would be taken into account. WB doesn’t intend to respond to civil society view by view but will compile and summarize comments and recommendations. NGOs insisted on the need to make choices explicit, as well as the reasons for either rejecting or accepting external recommendations.

Useful links

World Bank discussion paper and consultation plan
Send comments to opbp860@worldbank.org
NGOs 2001 letter 

NGO possible strategies

WB 2001 response
Rebranding adjustment: the World Bank and 'development policy support lending' Bretton Woods Update 29

� NB: These notes are a compilation of notes by Tom Griffiths (Forest Peoples’ Programme � HYPERLINK "mailto:tom@fppwrm.gn.apc.org" ��tom@fppwrm.gn.apc.org� ) and Fabien Lefrançois (Bretton Woods Project � HYPERLINK "mailto:flefrancois@brettonwoodsproject.org" ��flefrancois@brettonwoodsproject.org� ). They are not a comprehensive account of what happened in these two days. They point at a few key issues and points made by NGOs during the roundtable and the actual consultation, and WB response.


� Ministers in the HIPC Finance Ministers Network (which brings together ministers from 33 Heavily Indebted Poor Countries) recently urged the World Bank and IMF to: "dramatically accelerate PSIA in HIPCs [as] analysis of the links between macroeconomic and structural policies and poverty reduction remains among the weakest areas of most PRSPs”. They were clear, however, that they did not mean that the World Bank and IMF should do more, or better, studies. They argued that “it is essential to equip countries with the tools to conduct their own PSIA rather than depending on outside assistance. These tools should have input from the Bretton Woods Institutions and donors, but be administered and disseminated by independent capacity-building sources, to avoid conflict of interest for partners in the negotiation process of PRGF and PRSC frameworks." HIPC Consultation Meeting: Reinforcing HIPC II. Declaration of the 6th HIPC Ministerial Meeting, HIPC Finance Ministers’ Network, 5 March 2002, London. Available at: � HYPERLINK "www.dri.org.uk/pages/hipc.htm" ��www.dri.org.uk/pages/hipc.htm�


� This point about SECALs and EAs is still not clear. Participants in the meeting did not seem to understand the Bank’s position on this issue other than the point that sectoral operations will now all just be named under the rubric “policy support lending”. Nor is this issue very clear in the Bank’s Issues Paper (see Table 1 on page 5 and Annex A, section H, pages26-27).











