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June 29, 2004

Mr. Peter Bosshard
International Rivers Network
1847 Berkeley Way
Berkeley, CA 94703

Dear Mr. Bosshard,

Thank you for your thoughtful and constructive letter of June 7, conveying the
concerns of International Rivers Network and other organizations about social and
environmental standards in projects financed by the World Bank. The World Bank has
given – and is continuing to give – careful consideration to the circumstances under
which it may move towards the use of the borrowing country’s systems in several
different areas, including fiduciary, social, and environmental policies and procedures.

We feel that, in certain specified circumstances (including where the country’s
commitment is strong), the World Bank can help to stimulate and support efforts to
improve the country’s policies, procedures, and practices by relying on them increasingly
when processing a World Bank-financed project. We believe that this approach will bring
considerable benefits to our borrowing countries, particularly to some of their poorest and
most marginalized groups, by encouraging the improvement of policies, procedures and
practices for all development expenditures, not just those supported by the World Bank or
another donor. In addition, as donors move towards greater reliance on country systems,
this approach will help to reduce the heavy transaction costs imposed on borrowing
countries by the current requirements of multiple donor systems.

However, we are determined that this move towards using country systems will
not weaken our existing safeguard policies, which our Board of Directors adopted on the
basis of considerable experience and extensive consultation with our member
governments and others, including international civil society. Reflecting this we are
proceeding on a pilot basis. Such pilots will be undertaken when, in the Bank’s judgment,
the country’s systems, directly or as specifically supplemented, would materially satisfy
the objectives of the applicable Bank policies and procedures, including access to
information.

When, in the judgment of the Bank, there is a gap that means that the country’s
systems may not materially satisfy the objectives of the applicable Bank policies and
procedures, the borrowing government and the Bank would need to agree on appropriate
supplemental measures to ensure that the objectives of the Bank’s policies are materially



satisfied. In the Decentralized Infrastructure Reform and Development (DIRD) pilot
project in Mexico, for example, the Bank and the borrower agreed on an Environmental
and Social Management Framework that would supplement the country’s systems and
would be made available to the public.

In your letter you raise the important issue of the role of the Inspection Panel in a
project or program that uses country systems. The Chairperson of the Inspection Panel
and the Senior Vice President and General Counsel of the Bank will be issuing a joint
statement clarifying that the use of country systems would not change the role of the
Inspection Panel as set out in the Resolutions that established the Panel. In the event of a
complaint, the Inspection Panel will continue to investigate whether Bank Management is
in compliance with Bank policies and procedures in the design, appraisal, and
implementation of Bank financed projects and programs.

This means that if a request were filed with the Inspection Panel in the context of
the DIRD project in Mexico, the Inspection Panel could, with regard to the issues raised,
examine Management’s assessment of the equivalence of the relevant Bank policies and
procedures with the country system (and any additional measures agreed upon to achieve
equivalence such as the Environmental and Social Management Framework) in
materially achieving the objectives of Bank policies and procedures as well as
Management’s supervision of the project. The operational framework for the specific
project or program agreed upon with the borrower would be the frame of reference for
the borrower’s performance and the Bank’s supervision. The Bank would continue to be
bound by OP/BP 13.05, Supervision, and the Inspection Panel would review Bank
compliance with OP/BP 13.05. The borrower will be supervised by the Bank, based on its
implementation of the contractual agreements reflected in the legal agreements.

In conclusion, I want to assure you that the World Bank fully shares your concern
that the projects it finances be carried out under the soundest social and environmental
standards. However, as a development institution, we are also concerned that these
standards are not limited just to the projects the World Bank and other donors finance,
but that they are used for all development expenditures in a country. We feel that one of
the best ways to accomplish this goal is to help strengthen, and to use, borrowing
countries’ own systems, so that they can own and apply such standards on their own
behalf. Through this approach we can join in strengthening national capacity while at the
same time ensuring that the objectives of our policies are met.

Thank you for bringing these concerns to our attention. We trust that you will
share this response with all signatories of your letter. We appreciate the support of all
these organizations for strengthening national and environmental standards and
capacities, and we hope that you will join with us in drawing useful lessons from this
experience.

Best wishes,
Sincerely yours,
[signed]  James D. Wolfensohn


