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CHAPTER 1
THE ENVIRONMENTAL REVIEW PROCESS

1. The purposes of the Bank's policy and procedures for environmental assessment (EA) are to ensure that
development options under consideration are environmental ly sound and sustai nable and that any
environmental consequences are recognized early and taken into account in project design. The precise
operational meaning of "sustainable” isstill being clarified, but some guidelines are suggested in Annex 1-5.
A's concern has grown worldwide about environmental degradation and the threat it poses to human well-
being and economic development, many industrial and developing nations, as well as donor agencies, have
incorporated EA procedures into their decision-making. Bank EAs emphasize identifying environmental
issues early in the project cycle, designing environmental improvementsinto projects, and avoiding,
mitigating, or compensating for adverse impacts. By following the recommended EA procedures, the Bank
aswell asimplementing agencies, designers, and borrowers are able to address environmental issues
immediately thereby reducing subsequent requirements for project conditionalities and avoiding costs and
delaysin implementation due to unanticipated problems.

2. The Bank's EA policy is set out in Operational Directive 4.01, which incorporates the guidelines contained
in Operational Directive 4.00: Annex A, dated October 31, 1989. Thefull text of the Environmental
Assessment Operational Directive (EA OD) is provided at the end of this chapter. EA begins with screening,
in which the Bank task manager (TM), in collaboration with the Regional Environment Division (RED),
evaluates the project or project components according to the magnitude and sensitivity of the
environmental issues raised. Screening determines the type of environmental analysisto be conducted for
the project, ranging from afull EA to no further analysis. EA or other analyses are the responsibility of the
borrower, but Bank staff are available to assist wherever requested, such asin determining the scope of
work and developing terms of reference (TORS).

ENVIRONMENTAL REVIEW, POLICIES, AND PRINCIPLES

3. Throughout the remainder of this Sourcebook, the term "environmental review" refersto the process just
described, from screening at identification through evaluation after the last disbursement, or after
implementation is complete. Environmental review may entail preparation of afull EA, amore limited
environmental analysis, or no further analysis at all, depending on the results of screening.

4. The terms "environmental assessment” or "EA™ identify the more intensive examination which is required
for lending operations that have diverse and significant environmental impacts. Formal EAs should cover
thetopicslisted in Annex B to the EA OD, including project description, baseline data, environmental
impacts, analysis of alternatives, mitigation plan, environmental management and training regquirements,
monitoring plan, interagency coordination, and consultation with affected communities and local
nongovernmental organizations (NGOs).

5. Environmental review isrequired for all Bank loans and credits except sectoral adjustment loans and
structural adjustment loans. Sector investment projects and the investment component of hybrid loans and
credits are subject to the environmental review requirement. "Bank™ in thisinstance refersto the
International Bank for Reconstruction and Development (IBRD) and the International Devel opment
Assaciation (IDA); however, the International Finance Corporation of the World Bank (IFC) has devel oped
similar environmental review procedures appropriate to the nature of its investment operations.

6. EA isaflexible process, designed to suit the entire range of Bank projects and the different circumstances
of its borrowing countries. Thereis no fixed inventory of issuesto be examined in any particular EA;



instead, the Bank's procedure relies on screening, environmental reconnaissance, and discussions between
Bank and borrower to identify the critical issues and to establish the scope of the EA. The EA OD also calls
for interagency coordination and consultation with affected groups and local (NGOs) at an early stageto
ensure that all significant environmental issues are covered.

7. "Environment" is broadly defined by the Bank as "the natural and social conditions surrounding
all...mankind, and including future generations" (as amplified in Operational Manual Statement [OMS] 2.36,
para3). The EA OD reflects this scope in setting procedure for evaluating impacts on health, cultural
property, and indigenous peoples as well as on the natural environment. Sociocultural effects of projects,
such as new land settlement, involuntary resettlement and induced development are also to be included in
the environmental review.

8. The Bank directive integrates EA or other environmental analysisinto project preparation, including
project selection, siting, and design decisions. In most cases, an EA should form part of the overall
feasibility study. Thisfacilitates incorporation of the findings into selection of sites and technol ogy,
designs and implementation plans. For projects which would have major environmental impacts, the Bank
recommends that the borrower retain independent experts not affiliated with the project preparation or
feasibility study team to conduct the EA. However, specialists responsible for the EA as a separate task
should work closely with the feasibility and design team.

9. EAs provide numerous opportunities for coordinating environmental work in the country, and should be
linked to other environmental strategies, action plans, and free-standing projects. EA provides aformal
mechanism for interagency coordination and for addressing the concerns of affected groups and local
NGOs. EA can help strengthen environmental management capability in the country and Bank staff should
take advantage of opportunitiesto useit for that purpose.

ENVIRONMENTAL REVIEW AND THE PROJECT CYCLE
Overall Relationship to the Project Cycle

10. The Bank's environmental review isintimately linked to the project cycle. Environmental review begins
with screening at the time of project identification. Scoping and preparation of the EA occur in tandem with
or asintegral parts of the prefeasibility and feasibility studies. Thefinal EA issent to the Bank by the
Borrower prior to appraisal. If the EA is satisfactory to both borrower and the Bank, it formsthe basis for the
RED's decision on environmental clearance and the environmental condition to be negotiated with the
borrower, some or al of which are incorporated into the loan agreement. The EA may be adequate for the
purposes of appraisal, but the Bank review may reveal needs for additional analyses before clearance can be
given and negotiations undertaken. Supervision includes monitoring the project's environmental
performance and compliance with relevant conditions agreed on between the Bank and the borrower. After
implementation is compl ete, the Project Completion Report (PCR) includes evaluation of both the impacts
that actually occurred and the effectiveness of mitigation measures. The Operations Eval uation Department
(OED) again audits selected projects possibly some years after the PCR. Screening

11. Environmental screening isthe responsibility of the TM, with advice and assistance from the RED. An
essential part of screening isto identify which aspects of aproject are not environmentally significant and
which therefore can prudently be dropped from further consideration. Its purposes are to ensure that the
appropriate amount of attention is devoted to the environmental aspects of the proposed project from the
very outset of the project cycle, to identify as much as possible the key environmental issues, and to
determine the type of environmental analysiswhich is needed so that those issues, and others which may
arise, can be addressed effectively in project planning, design, and appraisal.

12 Screening is carried out at the time of identification. Projects are assigned to one of four categories on the
basis of the nature, magnitude and sensitivity of the environmental issues, and so designated in the Initial
Executive Project Summary (1EPS).



Category A: A full EA isrequired, asthe project may have diverse and significant environmental imp acts.

Category B: Although afull EA isnot required, environmental analysisis appropriate, as the project may
have specific environmental impacts.

Category C: Environmental analysisis normally unnecessary, as the project is unlikely to have significant
environmental impacts.

13. Annex E of the EA OD liststhe types of projects or components which commonly fall into each category.
Certain types of projects almost always fall into a particular category -- thermal and hydropower
development, for example. In other project types, the category depends on scale and on other factors such
asthe status of environmental management capability in the country. Large-scaleirrigation and drainage
projects are usually Category A, whereas small-scal e projects of the same type may fall into Category B.
Category B projects are a diverse group, and the scope of the environmental analysis may vary from a
detailed study of certain componentsthat isamost as complex asthat for an"A" project, to aroutine check
that project design conforms to applicable standards. Category C projects may not be entirely devoid of
environmental impacts; in a health project, for example, the design may have to provide for disposal of
medical wastes.

14. Other outputs of the screening process are the key environmental issues, the type of environmental
analysis recommended, and a preliminary schedule for conducting that analysis. Thisinformationis
incorporated into the | EPS and discussed at the | EPS meeting. The meeting results in decisions regarding
type, timing, and major issues for the environmental review, unless those decisions have to be deferred
pending receipt of additional information. It is helpful in reviewing the environmental information to include
amap in the | EPS showing the geographical location of the proposed project.

15. Results of screening are also reported to the Bank's executive directors in the Monthly Operational
Summary (MOS). Overview sheets have been designed to record the information necessary for preparing
the MOS (see Annex F). In addition to basic data on the project and a description of its principal
components, the sheets record the project category (A, B, or C), the major environmental issues, proposed
actions (such as special studiesto be conducted, environmental components to be added, other
environmental work to be done in the sector), the projected date for completion of the environmental
assessment or other analysis, and areport on the current status of that analysis. The TM prepares the draft
overview sheet, which isthen reviewed by the RED. Once any revisions are agreed and made, the overview
sheet is cleared by the Sector Operations Division (SOD) or Country Operations Division chief (COD),
signed by the RED chief, and forwarded to be processed for the next MOS. The complete overview sheet
appearsin the MOS, for Category A projects; only header information is shown for Category B. Overview
sheet information is updated whenever the Executive Project Summary (EPS) is revised, whenever the
project category is changed (for instance, because a component with significant impactsis deleted) or
whenever there are other significant changesin the information on the sheet. Overview sheets are made final
at the Final Executive Project Summary (FEPS) stage.

16. In some cases, screening requires reconnaissance by Bank environmental specialists or consultantsin
order to develop afull understanding of the pertinent environmental issues and the items which need to be
included in any further environmental analysis. Where site visits are necessary, asis normally the casein
sensitive areas or with complex environmental issues, REDs assist the TM in preparing terms of reference
(TORs) for the mission. Often a product of this mission is a draft of the TORs for the EA or other
environmental analysis. Annex 1-2 contains sample TORs for a reconnai ssance mission.

17. Itisgood practice for the TM to keep the borrower informed of theinitial results of the Bank's screening.
The EA OD specifies that the Bank should review the results with the borrower, especially with regard to the
type of environmental review required and its general scope, schedule, and implementing arrangements.

Preparing for an Environmental Assessment



18. It isthe borrower's responsibility to prepare TORs for the EA or other analysis and to obtain the
necessary expertsto carry it out. The Bank is available to assist the borrower as necessary. The task of
determining the scope of the EA iscritical, and istherefore one in which the Bank normally participates. It is
important not only to cover the environmental issues known at the inception of the study, but also to allow
breadth and flexibility so that new issues can be identified and, if significant, addressed. However, it isalso
important to frame the investigation so that time and resources are concentrated in the areas where potential
impacts are likely to be found. There are many examples of EAsin which massive amounts of money and
effort were expended in collecting and reporting data on every aspect of the environment and producing
voluminous reportsin which there was much insignificant and irrelevant information than there were
findings of significance. The Bank intends that EAs useful to decision-makersin the country and to Bank
staff in determining whether or not to proceed with a given project and how to implement the project
efficiently. This means that the work must be focused on the issues which are critical to such decisions.

19. In determining the scope of an EA, it is useful to consult with sources besides the borrower, the
implementing agency or organization, and the technical experts. In addition, other government agencies can
provide valuable perspective. They often have special information about the region and proposed site(s) of
the project, and may be able to identify potential intersectoral impacts which should be examined.
Consequently, the EA OD recommends that an interagency meeting be held soon after the decision is made
to prepare an EA, and that at least one more be held when the EA is completed and submitted for review by
the government. At theinitial meeting, participants should agree on arrangements for ongoing coordination.

20. The concerns of communities affected by the project and of local nongovernmental organizations
(NGOs) with environmental interests also should be covered in the EA. These groups can provide useful
information for the EA; sometimes they are the only source of detailed knowledge about the local study
area. Chapter 7 provides guidance for discussions on obtaining the informed views of affected communities
and for involving them and local NGOsin EA (see para51).

21. An EA may already have been developed under official procedures of the country or a co-donor to the
project. Such EAs should be examined and where elements appear to be missing or inadequate, Bank TMs
may call for selective and enhancing studies. Where the Bank and another donor are co-financing a project,
TMsshould clarify at the beginning which EA procedures of the borrower, Bank or co-donor will be used to
ensure that EA OD requirements are met.

22. TMss, assisted as necessary by RED staff, should review the detailed TORs before the EA begins, paying
particular attention to the provisionsfor interagency coordination and community involvement and to the
design of baseline data collection programs. The latter are often the most expensive aspect of EA, and
borrowers should seek the advice of expertsin design of environmental or sociological data collection
programsto avoid three pitfalls:

(a) collecting datathat are not relevant to the decisions to be made;

(b) sampling the correct parameters but timing the observations incorrectly or making an insufficient
number of observationsfor an acceptabl e representation of the phenomena being studied; and

(c) omitting key parameters from the program. Avoiding these pitfalls at the outset minimizesthe risk of
reaching the end of a program, which might extend over an entire year or more, and discovering that the
expended time and money have been wasted. Annex 1-3 contains a sample of a"generic TOR" which can be
used in preparing project-specific ones.

23. The TM should also review the EA implementation schedule with the borrower, to determine whether it
is consistent with key decision pointsin project preparation and provides for adequate integration of
findingsinto feasibility studies and designs. The Bank can also advise borrowers about obtaining
consultants and funding for EA, as discussed later in this chapter (paras 58-71).



Conducting the Environmental Assessment

24, Carrying out the actual EA isthe borrower's responsibility. The government or project sponsor arranges
for the EA; they often select consultants or an institution to conduct the analyses. When it is necessary to
use international experts to supply skills not available in the borrowing country, the Bank encourages
involvement of local consultants aswell, in order to take advantage of local knowledge and to strengthen
their capability for future EA work.

25. EA ismost effective when even preliminary findings are made available early in the preparation process.
At that time, alternatives which might be desirable from an environmental viewpoint (sites, technologies,
etc.) can be considered realistically, and implementation and operating plans can be designed to respond to
critical environmental issuesin the most cost-effective manner. Later on, making amajor design change,
selecting an alternative proposal, or deciding not to proceed at all with a project can become very expensive.
Even more costly are delays in implementation of a project because of environmental issues which were not
considered during design. Consequently, integration between EA and feasibility studies and design work is
essential. (See Chapter 7 for further discussion of dissemination of EA findings.)

26. The EA implementation plan should provide for frequent coordination meetings between EA and
feasibility study teams to exchange information on environmental issues and the responses they require.
Preliminary drafts of the key sections of the EA and working papers on specific issues are al so useful modes
of communication between the teams, especially when key decisions are made as preparation proceeds.
Most successful EAs have thorough mid-term reviews.

27. The TM should agree with the borrower on which drafts, if any, the Bank wishesto see, and when. At a
minimum, however, the TM should review afinal draft, with RED assistance, in order to ascertain that the
issues of importance to the Bank have been addressed, to obtain any clarification needed, and to provide
other commentsto the borrower in the interest of having information on all the critical environmental issues
ready before appraisal. Since, in practice, somefinal EAs may be available only shortly before appraisal,
preliminary review at an appropriate interim stage (for example, when the significant environmental issues
are al identified and mitigating measures described) is highly desirable aswell. Thiswill ensure that the
scope of the EA is correct, that communication between designers and the EA team is occurring, and that
changes are actually being made in the project to address environmental concerns. In general, most major
concerns become known within the first few months; the remainder of the EA period focuses on mitigating
measures.

28. The EA schedule must specify submission of the final EA report to the Bank for detailed examination
prior to the start of project appraisal. Annex B of the EA OD isasamplereport outline. As general guidance,
the main text of the report should not exceed 100 pages. The report should provide an Executive Summary
highlighting the significant findings and recommended actions, in order of importance, in relatively non-
technical language and not more than 20 pages inlength. More detailed information, such as summaries of
baseline data, model results, records of community involvement activities and reports of special studies,
should be placed in a separate volume as a technical annex to the main report.

29. The Bank recommends that interim EAs and related studies be rel eased to interested agencies and to
affected communities, and to NGOs involved in project preparation. It encourages member countriesto
prepare EAs on this basis. However, asthe EA isthe property of the borrower, public release of the
document can only be made with the borrower's consent.

Environmental Assessment Review and Project Appraisal

30. The borrower should review the EA to ensure that the consultants or agency staff followed the TORs
and met both Bank and country requirements. The task manager (TM), assisted by RED staff, should also
review the adequacy of the EA report, checking especially the following items:. Were the TORs followed?.
Aretheitemsrequired by the EA OD included?. I'sthe Executive Summary adequate? Decision-makers may



read only the summary, therefore it must present the significant impacts (in order of importance), clarifying
which are unavoidable and which are irreversible; the measures which can be taken to mitigate them; the
cumulative effect of impacts; and the requirements for monitoring and supervision.. Are recommendations
clearly stated in the Executive Summary?. Is the project outline description complete, insofar as the aspects
which can affect the environment are concerned?. Are project alternatives described?. |s the baseline study
section in the main report concise and useful to readers who are not specialistsin the scientific disciplines
covered?. Does the section give an overall picture of present conditions and trends, and include ongoing
and proposed devel opment activitiesin the study area? Does it provide comments on the quality of the data
and the completeness of the database?. |'s there consideration of probability in the section in which impacts
are predicted and evaluated? Are potential impacts mentioned that were expected apriori but not found?
Are significant impacts analyzed in more detail than less significant ones? I's sufficient justification provided
for dropping topics from further consideration?. Do mitigating measures both control adverse impacts and
enhance project benefits? Are the institutional arrangements for implementing the measures defined? Are
the costs of implementing all its recommendations adequately budgeted in the cost tables?. Where
monitoring programs are described, are the reasons for and costs of the monitoring activities covered? Is
there adescription of the institutional arrangements for carrying out the work, evaluating the results, and
initiating any necessary action to limit adverse impacts disclosed by monitoring?. Will the project bein
compliance with Bank directives and policies on environmental matters, such asinvoluntary resettlement
properties and wildlands?. Are proposals for institutional strengthening and training adequate?. Isthere
documentation of community involvement, including an overview of the issues raised and their
disposition?. In general, isthe report free of jargon, and are technical terms defined where they occur or ina
glossary?. Where existing databases, planning studies, other EASs, scientific papers, etc., are used as
information sources, are the references given?

31. Bank staff review in detail the EA findings and recommendations and include in the Final Executive
Project Summary (FEPS) asummary of the EA status, the major environmental issues, and how those issues
have been or will be addressed. It notes any proposed environmental conditionalities.

32. The appraisal mission reviewsthe EA with the borrower, resolves any remaining environmental
guestions, assesses the capacity of country institutions to implement EA recommendations, determines
whether the EA findings have been properly addressed during project preparation, and discusses
environmental conditionalitiesto the loan agreements. The Staff Appraisal Report (SAR) and President's
Report (PR) contain summaries of the EA and its main findings. An annex to the SAR should provide amore
complete summary, including (but not limited to): baseline conditions; alternatives considered; significant
impacts and preventive, mitigative or compensatory actions; capability of environmental institutions and
steps to strengthen them; environmental monitoring arrangements; and consultations with affected groups
and local NGOs. Any necessary changesin country or agency environmental policy should also be stated
inthe SAR.

33. Based on the information presented in the SAR and the EA, the RED chief issues formal environmental
clearance for the project. Clearance is a necessary prerequisite to the Regional Vice President's authorization
to begin negotiations. In the negotiations themselves, the issues and actions critical to environmental
soundness and sustainability in the project are discussed, and appropriate covenants are incorporated into
loan or credit docurents.

Implementation and Supervision

34. EA recommendations provide the basis for supervising the environmental aspects of project
implementation. The borrower is obliged to implement measures to mitigate anticipated environmental
impacts, to monitor programs, to correct unanticipated impacts, and to comply with any environmental
conditionalities. Procedures for startup and continuing operation of the project will normally specify these
agreements, as well as measures to protect the health and safety of project staff. Proper staffing, staff
training, and procurement of spare parts and equipment to support preventive, predictive and corrective
maintenance are al so necessary elements of implementation.



35. Supervision is an essential aspect of the Bank's environmental review, since the environmental clearance
decision is based in part on the assumption that mitigating measures and other provisionswill be fully
implemented and will be effectivein avoiding or controlling adverse impacts that might otherwise have made
the project unacceptable for Bank support. Supervision is carried out through a combination of the
following:. reports required from the borrower on compliance with environmental conditionalities, status of
mitigating measures, results of monitoring programs and other environmental aspects of the project;.
oversight by line agency with responsibility for the sector, and/or by environmental management, land use
control, resource conservation, or permit-issuing agencies at the local, regional or national level;. early
warning by the borrower's staff about impending unforeseen impacts;. Bank supervision missionsto review
implementation of environmental provisions, corrective actions taken to respond to impacts, and compliance
with environmental conditionalities, including institutional strengthening components; and. site visits by
Bank environmental specialists or consultants as required to supervise complex environmental components
or respond to environmental problems.

36. Annex D-2 of OD 13.05: "Project Supervision," contains guidelines for supervision reports. Paragraph 36
prescribes the general content for the section on environment. In reporting on the environmental aspects of
projects, Bank staff should cover critical environmental data (e.g., violations of environmental quality
standards or pollutant discharge limits), descriptions of impacts observed, progress on mitigating measures,
the status of monitoring programs (especially those for detecting new impacts), progress on institutional
strengthening, and adherence to environmental conditionalities.

37. OD 13.05 encourages TMs to exhaust all means of persuasion before resorting to contractual remedies
when the borrower is not meeting obligations of |oan, guarantee or credit agreements. Such obligations
include implementation of environmental components or mitigation measures and adherence to
environmental conditionalities. The contractual remedies available includeinformal or formal suspension of
disbursements under loans or credits, cancellation of all or portions of outstanding loan or credit balances,
and acceleration of maturity. These are described in Articles VI and VI of "General Conditions Applicable to
Development Credit Agreements"' and "General Conditions Applicable to Loan and Guarantee Agreements."
OD 13.40: "Suspension of Disbursements"' and OD 13.50: "Cancellations" set forth guidelines and
procedures to be followed in exercising these remedies. Completion and Evaluation

38. At the conclusion of aproject (after the last disbursement), the PCR is prepared and submitted to the
Operations Evaluation Department (OED). The borrower is responsible for submitting information that will
be the basis of the report. It isimportant that environmental information be included so that the Bank's
environmental review process can be improved as necessary, and progress toward funding of projects that
are environmentally sound and sustai nable can be monitored and maintained. The EA OD requires that the
PCR include a description of the impacts that actually occurred, a determination for each asto whether or
not it was anticipated in the EA report (if one was required), and evaluations of the effectiveness of
mitigating measures and of institutional strengthening and training. Additional items useful in evaluating
environmental review include:

(a) discussion of the extent to which recommendations of the EA or other environmental analysiswere
followed;

(b) an assessment of the extent to which environmental review influenced decision-making during project
preparation, appraisal, negotiation and implementation;

(c) particular problem areas to be considered in future environmental review work;
(d) an assessment of project operation and maintenance, asit affects the environment (e.g., functioning of
pollution control equipment, compliance with effluent or emission limits, status of staff training programs);

and

(e) evaluation of the benefits which resulted from environmental components of the project.



REGIONAL AND SECTORAL ENVIRONMENTAL ASSESSMENTS

39. EA procedures may be applied to development activities other than specific projects. EA can be adapted
to regional or sectoral scales and used to assess impacts of sector-wide programs, multiple projects, or
development policies and plans. A regional or sectoral EA can reduce the time and effort required for
project-specific EAsin the same region or sector by identifying issues, initiating baseline data collection
and assembling existing datain advance, or in certain cases, by eliminating the need for the project-specific
environmental assessment (EA) altogether.

Regional Environmental Assessments

40. Regional EAs are desirable when anumber of development activities are planned or proposed for a
relatively localized geographic area, such as several projects in one watershed (see Table 1.2). They servea
number of useful purposes, for example: . definition of study areasin terms which make environmental sense
-- e.g., river catchment basin, airshed, coastal zone; . selection of sustainable development patternsfrom
aternativesin aregion under development pressure (e.g., the coastal zone), or being programmed for
development for the first time; . identification of cumulative impacts of different activities (e.g., the combined
effects on receiving water quality of the effluents of several municipal and industrial treated wastewater
discharges) and of design or implementation schedule changes and other measures to avoid or mitigate
them; . identification of environmental interactions or conflicting demands on resources among projectsin
which the impacts of one project may reduce the benefits of another, and of measures to avoid such aresult;
. formulation of criteriafor environmentally sustainable development in the region, including treatment of
environmentally sensitive areas and resource, site selection criteria, design criteria, region-specific measures
to mitigate adverse impacts, and land-use planning guidelines; . identification of monitoring data needs and
definition of data collection programsto support EA and development decisions; and . examination of policy
alternatives and institutional elements needed for achieving sustainable development in the region.

Sectoral Environmental Assessments

43. Likeregional EASs, asectoral EA can be used to examine the cumul ative impacts of multiple projects
planned in the same sector. Sectoral EAs usually address the mixture of projects proposed for the next few
years. For example, in apower sector, aprogram including three coal-fired plants, two major hydroelectric
stations, aloss reduction component, and a major institution building and training component may be
studied. They may address several large Category A projects together (e.g., thermoel ectric power), or a
number of small projects (e.g., run-of-river hydropower) that may not warrant EAsindividually. When
applied in thisway, sectoral EAs offer the same advantages as regional EAs and have a comparable
relationship to project-specific EAs. They can, in some cases, substitute for project specific EAs, by
producing guidelines and criteriafor the design and implementation of projectsin the sector. More often,
they will result in identification of the major environmental issuesin the sector and development of adata
base, enabling project-specific EAsto proceed more expeditiously. (See Tables 1.3 and 1.4 for examples of
sectoral EAS.)

44, A variant of this application, often called a"programmatic" EA, isthe use of a sectoral EA to assessthe
impacts of a sector-wide program, such as locust control. Theseare programs that will bereplicated at a
variety of locations, and for which the impacts are more or less the same at any location (see Table 1.5). A
programmatic EA may include among its outputs guidelines for conduct of the activity and site-specific
questions which must be answered before initiating the activity.

45. The other purposes of sectoral EAs are somewhat different: . review of the environmental impacts of
sector investment alternatives, e.g., centralized or decentralized wastewater treatment, expansion of existing
power generation capacity versus construction of new facilities; . evaluation of the environmental effects of
sector policy changes, e.g., implementation of industrial waste minimization standards, pricing water to
reflect true cost of service, requiring energy conservation to offset new generating capacity needs,
modification of criteriafor reuse of treated effluents differentiation between new sources and existing



sources in setting air emission standards, and use of alternative fuelsfor fossil-fuel power and heating
plants; and . assessment of

(i) requirementsin the sector for environmental review, implementation of environmental management and
mitigation measures, and monitoring programs,

(ii) the capacities of sectoral institutionsto carry out those activities, and
(iii) needsfor training, development of guidelines, or other aspects of institutional strengthening.

46. When used in these three ways, sectoral EAs provide information which can most effectively be used to
plan sector strategies, investment programs, and institutional strengthening efforts. They relate to the
project cycle from the beginning by contributing to the identification of projects which are consistent with
sustai nable development in the sector.

Table 1.2. Regional Environmental Assessment for Exploration and Production of Hydrocarbon in Coastal
Alabamaand Mississippi.

The purposes of this EA wereto identify the effects of generic unit actions and the cumul ative impacts of
the issuance of permitsfor hydro-carbon resource development projectsin a coastal area over athirty-year
period and to expedite the permit issuance process. Generic unit actions investigated included site
preparation, well completion, gathering system construction, and gas treatment facility operation.
Alternative means of undertaking each action were considered. Environmental effects were determined for
each unit action, and these were used as the basis of the cumulative impacts analysis. The U.S. Army Corps
of Engineers was lead agency; twelve other agencies participated.

In the cumulative analysis, it was assumed that the impacts would be afunction of the different unit
activities occurring together at various sitesin the region at onetime. A number of development scenarios
were used in thisanalysis, not as predictions but rather as a means to establish limits within which future
development would occur. Potential adverse impactsincluded loss of wetland values for sites not located in
awaterway (unless the alternatives of using platformsfor drilling and trestles for access were selected),
removal of vegetation from pipeline rights-of-way, temporary turbidity with possible damage to oyster and
seagrass beds, and loss of benthic habitat at open water drilling and pipeline sites extending for one to two
years after completion of construction. Operation of facilities would contribute to air pollution. Loss of well
control or oil pipeline rupture could have an extensive impact on regional ecosystems, commercial and sport
fishing, and tourism. Loss of gaswell control or gas pipeline rupture, could release hydrogen sulfide, a
hazard to public health and safety, and to nearby plant and animal communities. The EA concluded with a
number of products: . A set of impact-limiting assumptions applicableto all sites, e.g., ho discharge of
cuttings, drilling fluids, formation waters . A set of nine general permit conditions which, if met, development
to proceed without site-specific permit application . A designated part of the study areain which no general
permit would apply, requiring site-specific permit applications. A list of environmentally preferred drilling
and construction techniques . A regional monitoring program.

Table 1.3. Pakistan Drainage Sector Environmental Assessment
The government of Pakistan has undertaken a 21-month sectoral EA of its national drainage program, with
grant funding from Japan and |eadership by the Water and Power Development Authority. Its products are

to be

(a) an environmental assessment for a national drainage program which isintended to relieve widespread
waterlogging and salinity problems, and

(b) a"framework concept" for the program, emphasizing institutional arrangements and procedures to
facilitate the efficient planning, design, implementation, operation and maintenance of drainage schemes.



The scope of work requires the EA consultant to address engineering, environment, health, institutions,
policy and programsin the entire Indus Basin, in all areas with existing and proposed irrigation and drainage
facilities, and in al natural resource areas adjacent to or affected by irrigation and drainage problems and
projects. The consultant must eval uate existing drainage systems, estimate future drainage requirements,
and predict significant impacts, such aswater quality changesin receiving waters, health hazards from
irrigation or drainage systems, and deterioration of land quality resulting from irrigation. The consultant is
required to identify environmentally acceptable drainage alternatives and possible mitigation and
enhancement measures, including reuse of drainage water and treated effluent to minimize drainage.
Institutional components of the EA are to be recommendations on linkages between environmental
agencies, improved sustainability in terms of cost recovery and effective operation and maintenance,
planning, construction, operation and maintenance of drainage facilities. The EA coreteam is composed of a
team leader (planner, engineer, or economist), adrainage engineer, aresource econonist, an institutional
specialist, and an ecologist. Together, they account for 165 of the estimated 220 staff weeks. Other
specialist, with participation ranging from two to seven staff weeks each, include a chemist, microbiologist,
soil scientist, hydrogeologist, training specialist, social scientist, environmental health specialist,
environmental engineer, anthropologist, irrigation engineer, and entomol ogist.

Table 1.4. NigeriaMulti-State Roads Project Sectoral Environmental Assessment

The Nigerian road network consists of interstate highways managed by the Federal Ministry of Works and
Housing (FMWH), secondary roads managed by State Ministries of Works (SMOWSs), and rural roads
administered by Local Government Councils. International assistance has concentrated on rural roadsin
agricultural development projects and on the Federal highways. The State system includes 30,000 km of
secondary roads, 10,000 km of which are paved. Many of them, constructed or upgraded in the 1970s,
urgently require rehabilitation followed by an effective program of routine maintenance. The Government of
Nigeriais preparing aproject for afive-year program of road maintenance in selected states. It would finance
repair of priority roads, paving of high-priority unsurfaced roads, routine maintenance, and an institutional
development and training component. The project is being prepared by a Coordination Unit within FMWH,
in collaboration with selected SMOWSs. An environmental reconnai ssance was conducted by a consultant
and staff members from FMWH and FEPA (the Nigerian Federal Environmental Protection Agency), to
provide focus to project preparation studies. It established baseline conditionsin the selected states,
identified the environmental issues associated with road upgrading/rehabilitation and maintenance in each
state, and recommended ways in which EA could be incorporated into the project planning process.
Recommendations included:

(a) surveying and environmental screening and ranking of proposed sub-projects;
(b) preparation by FEPA of EA guidelinesfor secondary roads;
(c) preparation of EAsfor sub-projectslikely to have amajor impact; and

(d) review and revision of standards contract specifications to require environmental safeguards, such as
re-seeding and embankment protection, and research by FMWH to propose measures to address the most
important problems, such as gully erosion. The reconnai ssance study also addressed the institutional
capacity of FEPA, FMWH, and the SMOWSsto carry out the work identified. It recommended EA training for
FEPA staff, training for FMWH and SMOW design engineersin general environmental practices, in-service
training for construction supervisors, and joint FEPA/FMWH workshops on specific aspects of the problem
of land degradation.

Table 1.5. "Programmatic" Environmental Assessment for Locust Control Consultants prepared a
programmatic EA for the United States Agency for International Development (USAID) for locust control in
Africawhich had the following objectives:



To describe the impacts of current and projected locust and grasshopper programs, with specific reference
to pesticide use . To evaluate alternate control measures and mitigative actions which may have less
adverse impacts . To provide comprehensive recommendations to ensure that environmental concerns are
fully addressed in future control programs.

The 32 programmatic recommendations included preparing an inventory and mapping program of
environmentally sensitive areas; prohibiting spraying in human settlements and environmentally fragile
areas; selecting pesticides with the least impact on a non-target species; monitoring selected organisms, and
soil and water for pesticide residues; supplementing control techniques with a strong technical assistance
component; assisting countriesin disposal of obsolete pesticides; testing biological control in the field; and
providing training and equipment.

ALTERNATIVESTO ENVIRONMENTAL ASSESSMENT

47. Bank policy inthe EA OD alowsfor flexibility and alternativesto EA in projects where the range of
environmental issuesis comparatively narrow and the issues can be understood and managed through less
extensive analysis. These are typically smaller projects, not located in environmentally sensitive areas. They
usually fall into Category B in the screening process. Reconnaissance and informal scoping are normally
completed, followed by the design of preventive or mitigating measures. Alternativesinclude: . specific
design criteriato safeguard the environment that will be applicable, for example, to rural electrification, rural
water and sanitation, small-scale irrigation systems; . pollution control standards or effluent and emission
limitsfor small-scaleindustrial plants; . "best practice" standards for certain activities, such as smal-scale
irrigation; . integrated pest management programs for agricultural projects which do not involve major
irrigation or land development; . reliance on local government permit programs covering actions such as
siting, construction, operation, pollutant discharge, and waste disposal; . preparation of environmental
manuals, and institutional strengthening and training; and . application to individual projects of design
criteria, guidelines, and standards developed in regional or sectoral EAS.

48. Alternative to EA allow the effort devoted to environmental considerations to be commensurate with the
magnitude of potential impact. It isimportant to remember, however, that their acceptability in any given
situation dependsin part on the environment policy and regulatory structure in the country and the
institutional capabilities of the borrower and the government. It will not be effective, for example, to manage
the environmental impacts of small- and medium-scale industry by pollution control standardsand design
criteriaif inspection, monitoring and enforcement functions are weak. Similarly, relying on "best practice" or
integrated pest management for agricultural projects will be unsatisfactory wherethereis no effective
agricultural extension service and inspection. In these cases, unless an institutional strengthening
component with a high probability of successful implementation can be included in the project, a project-
specific EA should be conducted.

INSTITUTIONAL ASPECTS OF ENVIRONMENTAL ASSESSMENT
Interagency Coordination

49. Interagency coordination iscrucial to effective EA because environmental issues, in their complexity and
variety, are often intersectoral and regional, even international. The authority and responsibility to deal with
them (to collect information, prepare plans, approve designs, issue permits, allocate resources, develop
budgets, monitor progress and regulate activities) is spread over a number of agencies at all levels of
government. An EA team needsto take advantage of all major information sources and specialized
knowledge. Successful implementation of EA recommendations will depend on the capabilities of the
institutionsinvolved in environmental management.

50. Interagency coordination is best achieved through interagency meetings at key pointsin the EA
schedule. A meeting at the time of scoping isvitally important: to inform all interested agencies about the
project and the intention to prepare an EA; to seek their views throughout the process; to identify issues; to



discuss any special types of analysis required, data sources and management procedures, responsibilities
and schedules; and to draft TORs for the EA. At that meeting, the partici pants should agree on a schedule
for additional meetings and other means of communication and coordination. It is also appropriate to hold a
meeting when the draft final report is submitted for government review. Other meetings, such as amid-term
review, are very useful in complex EAs. Circulation of interim drafts on issues of special interest to other
agenciesis an effective means of interagency coordination. TMs should attend at least the initial meeting
and, in any case, should ensure that the borrower includes adequate interagency coordination in the EA
process.

Involvement of Affected Groups and Local NGOs

51. The EA OD states that borrowers are expected to take the views of affected groups and local NGOs fully
into account in project design and implementation, and in particular during the preparation of EAs.
Community involvement isimportant in order to understand the nature and extent of potential impacts,
especially the sociocultural, and to assess the suitability and acceptability of various measures that might
be used to prevent or mitigate impacts, or to compensate affected groups for unavoidable ones. Community
involvement is also useful in the analysis of the distribution of project costs and benefits. Moreover, a
genuine effort to provide the public with information about a project and to solicit public reactions and
suggestions leads to projects that are more acceptable and more likely to be supported. There are many
different waysto foster community involvement, not all of which will be appropriate in any given situation.
Chapter 7 amplifies this topic and provides guidelines for successful community involvement. Strengthening
Environmental Capabilities

52. The ultimate success of EA depends on strengthening environmental capability in agencies and
organizations concerned with natural resource management and environmental protection. Projects with
major potential impacts normally requireinstitutional strengthening and training components, not only in
the organization executing the project but in the line agency and other governmental departments or
ministries aswell. Involvement of these units throughout the EA processisalogical element of institutional
strengthening, sinceit provides on-the-job training and continuity which will contribute to successful
implementation of EA recommendations. It is aso important to use local expertise (supported by
international consultants where necessary) in preparing EAs, so that country EA capability is strengthened.

53. Because EA requires analysis of the institutional requirements for implementation of environmentally
sound projects, it often recommends institutional strengthening that extends beyond the project itself.
Thus, there may be linkages between EAs and sector or country environmental strategy, policy, legislation
and organization. Institutional strengthening isoften the most important part of project work. However,
there are limitations to what can be accomplished in a single project, besides strengthening the agencies
directly involved.

54. TMs should take advantage of opportunitiesto produce an incremental improvement in institutional
capacity outside the boundaries of the project -- including line ministry staff in an EA training course for the
implementing agency, for example -- but there will often be need for strengthening beyond that which can
reasonably beincluded. TMs should ensure that any such recommendations emerging from an EA are
brought to the attention of colleagues concerned with sectoral policy planning and with formulation of
environmental action plans (EAPs), environmental issues papers (EIPs), and country strategy. Chapter 5
discusses the strengthening of local capabilities and institutions.

Financial Intermediary Lending

55. The Bank increasingly supports development projects through loans to financial institutions, for
onlending to sub-borrowers. The sub-projects may be in asingle sector, in the case of sector investment
loans, or in more than one sector. The details of the sub-projects are usually not known at the time of
appraisal. Under these circumstances, the EA OD makesit clear that the participating organizations must



fulfill the requirements for environmental review. Chapter 6 addresses alternative approaches for
environmental reviewsin financial intermediary lending.

MANAGEMENT OF ENVIRONMENTAL ASSESSMENT
Cost and Time to Prepare Environmental Assessments

56. The time required to prepare an EA, and the resulting cost, vary with the type, size and complexity of the
project; the characteristics of its physical, sociocultural and institutional settings; and the amount and
quality of environmental data already available. EAs need as much time as the feasibility study, of which EA
isessentially a part. Therefore, EAs can take from less than six months to more than 18 months to compl ete,
but many require about 12 months. EAs conducted according to Bank procedures do not delay projects; on
the contrary, in many cases, they have shortened the total time from identification to operation, by revealing
promptly environmental issues that might have halted work altogether, had they emerged at alater stage.
Whether or not aparticular EA actually delays a project depends largely on how well it is coordinated with
feasibility studies and other preparation activities.

57. EA preparation cost rarely exceeds one percent of the total capital cost of the project and is frequently
less than that. The cost of implementing mitigating measures can range from 0 to 10 percent of total project
cost, with 3 to 5 percent being common. These estimates do not take into account possible cost savings that
result from implementing EA recommendations that reduce or avoid the costs of environmental impacts or
allow environmental objectivesto be met in amore cost-effective manner. For example, project-induced
epidemics of malariaor schistosomiasis, ignoring the costs in human misery, may cost millions (US$) to
bring under control, compared to the relatively minor costs of preventing them.

Sources of Financing

58. It isthe borrower's responsibility to conduct and finance EAs, and in general, they are financed in the
same way as feasibility studies. EAs can be considered part of project preparation costs and funded
through Project Preparation Facilities, or through grants from various environmental trust funds. Other
possible sources of EA funding are international NGOs and major foundations with environmental interests.
In the case of financial intermediary lending, where the participating institutions have to carry out much or
all of the entire environmental review, technical assistance components can be incorporated into the project
to set up the procedures and organization. The routine costs thereafter become the responsibility of the
participating institutions. Procurement of Consultants

59. Although there are countries where government agencies themselves are capable of preparing EAS, the
usual method is for the borrower to obtain specialist consultants, just as they often do for feasibility
studies. EAsrequire interdisciplinary analysis and are therefore prepared by teams: members work together
in thefield. The disciplines listed below are generally represented on the core team for any EA. . project
manager: often aplanner, social or natural scientist, or environmental engineer; has experience in preparing
several and/or similar EAs; has management skills and sufficiently broad training and/or experienceto be
ableto provide overall guidance and to integrate the findings of individual disciplines; . ecologist or
biologist (aquatic, marine or terrestrial specializations, as appropriate); . sociologist/anthropologist: has
experience with communities similar to that of the project; . geographer or geol ogist/hydrol ogist/soils
scientist; and . urban or regional planner: has experience in devel oping countries.

If the project isin the agricultural sector, an agronomist, land-use specialist, forest scientist, or fisheries
biologist, as appropriate, should be included in the core team. For industrial or energy projects, an engineer
with the corresponding expertise (such asin pollution control) will be needed.

60. The core team needs to be supported by various specialists depending on the project and its setting.
Table 1.6 shows some of the specialties that should be called upon.



61. EA specialists can be obtained from avariety of sources. Largeinternational environmental consulting
firms have many of the necessary disciplines on staff or in subconsultant arrangements, and can form and
manage teams for any EA. There are also smaller firmsthat specializein EA and manage EAs. They are more
likely to need subconsultantsto fill out EA teams.

62. The expertise of local consulting firms varies from country to country. Frequently alocal firm will be able
to provide experts (e.g., from local universities or institutions) to participatein an EA as a core team member
of aspecialist. It islesscommon, at present, to find local firms with experience and capability to carry out an
EA on their own. Where such firms do exist, they should be seriously considered for EA projects. Where
they do not, the Bank is committed to using the EA process to promote and devel op such capabilities.
Therefore, local firms should be participants in EAs being managed by international firms. This providesthe
local staff with on-the-job training and provides the international staff with essential local knowledge, and
experience. 63. Other sources of expertsinclude research institutions (e.g., marine institutes, tropical
medi cine research centers, national research institutions), colleges and universities, academies of science
and technology, government agenciesin the country and in other countries (loans and exchanges may be
possible), and NGOs.

64. The method for selecting consultants depends on the source of funding. The Bank has published its
proceduresin Use of Consultants by World Bank Borrowers and The World Bank as Executing Agency:
Guidelines. The borrowing country may have established procedures for obtaining consultants for studies
and design projects, or for EA. Other donors may be involved and they, too, have procedures. TMs should
review such procedures to ensure that they are generally consistent with the Bank's objectives.

65. When the Bank is funding the EA directly, the Guidelines should supersede the borrower's procedures.
In any case, the Bank's recommended method for procuring consulting servicesisfor the borrower to invite
proposals from a short list of threeto six firms or joint ventures and to follow formal proceduresto select the
best qualified. The REDs may be requested to assist TMsin advising the borrowers, where appropriate.

66. The Bank can assist and advise the borrower in the procurement process on request. The Bank does not
ordinarily take part in preparing short lists (except in very unusual cases, which are covered in the
Guidelines), evaluating proposals, or negotiating contracts. However, the Bank reviews TORs and short
lists, and will guide borrowersto sources of information on avail able consultants. The Bank officially
approves TORSs, short lists and draft contracts only when it isfunding the EA.

67. It is sometimes useful to prepare the short list by soliciting letters of qualifications from alonger list of
consultants. Thisyields ashort list made up of firmswhich are both qualified to perform the work and
interested in being considered to performiit. It isnot necessary when the borrower devel ops an adequate list
without it.

68. The selection process should be based primarily on technical competence and experience. The
Guidelines allow the use of price as a selection criterion only under very restricted circumstances. It is
highly unlikely that such circumstances would apply to an EA, as such studies are inherently complex, with
outputs that are difficult to specify completely in advance.

69. Under technical competence, the borrower should examine the following: . the experience of the firm or
joint venturein EA; . the adequacy of the proposed work plan in terms of demonstrated understanding of
the project, responsiveness to the TORs, and effective management of the work; and . the qualifications of
the personnel to be assigned, in terms of education, training and experience; suitability to perform the duties
to be assigned; language skills; successful EA experience in similar situations; experience in developing
countries; and experience in the particular country or region.

70. If overseas firms are used, the REDs and the CD Environmental Coordinators can package assignments
so that the experts' time and cost can be shared by several projectsin the region. Packaging opportunities
within one CD can reap magjor cost savings.



71. The Bank normally comments on the successful proposal before the borrower begins negotiations, and
on the contract before it is executed. Negotiation often results in changes to the consultant's proposed work
plan or EA team, to best suit the needs of the borrower and the project.

CONCLUSION

72. EA isatool to assist TMsin making good decisions: to screen projects efficiently for their
environmental impacts; to clarify to governments what is needed for sustainable projects; and to design
them effectively. If EA isapproached positively as an opportunity to find out alot about a project before
costly problems arise, the combined experience gained Bank-wide will produce increasingly flexible and
cost-effective procedures. It isin that spirit and with that goal that this Sourcebook is offered.
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Annex A: "Environmental Assessment”

1. Thisdirective outlines Bank policy and procedures for the environmental assessment (EA) of Bank
lending operations, and related types of environmental analysis. 1/ EA is aflexible procedure, which should
vary in breadth, depth, and type of analysis depending on the project. It may be performed at one point in
time or in discrete stages. EA is carried out during project preparation, before appraisal, and is closely linked
to the feasihility study. For the purpose of this directive, EA covers project-specific and other
environmental impactsin the area of influence of aproject. 2/ EAs use the findings of country environmental
studies and action plans that cover nationwide issues, the overall policy framework, national legislation, and
institutional capabilitiesin the country.

Purpose and Nature of Environmental Assessment

2. The purpose of EA isto improve decision making and to ensure that the project options under
consideration are environmentally sound and sustainable. 3/ All environmental consequences should be
recognized early in the project selection, siting planning, and design. EAsidentify ways of improving
projects environmentally, by preventing, minimizing, mitigating, or compensating for adverse impacts. These
steps help avoid costly remedial measures after the fact. By calling attention to environmental issues early,
EAs

(a) alow project designers, implementing agencies, and borrower and Bank staff to address environmental
issuesin atimely and cost-effective fashion;

(b) reduce the need for project conditionality because appropriate steps can be taken in advance or
incorporated into project design, or alternatives to the proposed project can be considered; and

(c) help avoid costs and delays in implementation due to unanticipated environmental problems. EAs also
provide aformal mechanism for interagency coordination on environmental issues and for addressing the
concerns of affected groups and local nongovernmental organizations (NGOs). In addition, the EA process
plays an important rolein building environmental management capability in the country.

3. Like economic, financial, institutional, and engineering analyses, EA is part of project preparation and is,
therefore, the borrower's responsibility. Close integration of EA with these aspects of project preparation
ensures that

(a) environmental considerations are given adequate weight in project selection, siting, and design decision;
and



(b) EAsdo not delay project processing.
Types of Environmental Analysis Project-Specific EAs

4. Project-specific EAs or other analyses are used to examine specific investment projects (e.g., dams,
factories, irrigation systems). The detail and sophistication of an analysis should be commensurate with the
expected impacts. Project-specific EAs should normally cover

(a) existing environmental baseline conditions;

(b) potential environmental impacts, direct and indirect, including opportunities for environmental
enhancement;

(c) systematic environmental comparison of alternative investments, sites, technologies, and designs;

(d) preventive, mitigatory, and compensatory measures, generally in the form of an environmental mitigation
or management plan;

(e) environmental management and training; and

(f) environmental monitoring. To the ext ent possible, the following items are quantified: capital and
recurrent costs, environmental staffing, training, monitoring requirements, and the benefits of proposed
alternatives and mitigation measures. Annex A sets out a checklist of potential issuesfor an EA; Annex B
provides the outline of aproject-specific EA report. Annex C describes the set of measures that should be
included in an environmental mitigation or environmental management plan. Annex D outlines the Bank's
internal procedures, Annex E providesillustrative lists of projects classified in categories A through C, and
Annex F sets out the format for an environmental data sheet for projectsin the IBRD/IDA lending program.
The data sheet for each category A project isincluded in aquarterly annex to the Monthly Operational
Summary of Bank and IDA Proposed Projects (MOS).

Regional and Sectoral EAs

5. Regional EAs may be used where a number of similar but significant development activities with
potentially cumulative impacts are planned for areasonably localized area. In such cases, regional EAsare
generally more efficient than a series of project- specific EAs. They may identify issues that the latter might
overlook (e.g., interaction among effluents or competition for natural resources). Regional EAs compare
alternative devel opment scenarios and recommended environmentally sustainable development and use
patterns and policies. Impacts may sometimes extend across national boundaries. However, regional EAs
with an institutional focus might follow administrative boundaries. Regional EAs are particularly useful
when they precede thefirst in a series of projects or development interventionsin an undevel oped region,
where aregionis slated for major developments, where cumul ative impacts are anticipated, or in regional
planning or agro-ecological zoning.

6. Sectoral EAs are used for the design of sector investment programs. They are particularly suitable for
reviewing

(a) sector investment alternatives;
(b) the effect of sector policy changes,

(c) institutional capacities and requirements for environmental review, implementation, and monitoring at
the sectoral level; and



(d) the cumulative impacts of many relatively small, similar investments that do not merit individual project-
specific EAs. Sectoral EAs should also have the objective of strengthening the environmental management
capability of the sectoral or other relevant agencies. Sectoral EAs may overlap with regional EAS.

7. Though in some cases regional or sectoral EAs cover some of the requirements of project-specific EAS,
the latter are still needed for major investments. Nevertheless, the regional or sectoral EAswill have
identified relevant issues, collected much of the data, and, in general, greatly reduced the work needed in
subsequent project-specific EASs.

Alternativesto EAs

8. Many specific investment projects do not need afull EA. Typically, these projects are smaller, are not in
environmentally sensitive areas, and present issues that are narrow in scope, well defined, and well
understood. Alternative approaches may, therefore, be more effective in integrating environmental concerns
into the borrower's planning process, and in focusing on the environmental work needed. Such alternative
approaches 4/ include, for example:. specific environmental design criteriaand pollution standards,
acceptable to the Bank, for small-scale industrial plants;. specific environmental design criteriaand
construction supervision programs for small-scale rural works projects; and. specific environnmental siting
criteria, construction standards, and inspection procedures for housing projects.

Sector and Financial Intermediary Lending

9. For sector investment loans and loans through financial intermediaries, for which sub-project details are
not known at the time of project appraisal, the borrower may not be able to prepare an EA as part of project
preparation. Further, such projects usually consist of many small investments, which seldom require full
EAs. In such cases, the project implementing institutions need to screen proposed sub-projects and carry
out appropriate environmental analyses consistent with this directive, prior to sub-loan approval. To ensure
that this can be done, the Bank should appraise and strengthen, where necessary, the implementing
agency's environmental capabilitiesto

(a) screen sub-projects along the lines of thisdirective (see para. 17 and Annex E);

(b) obtain the necessary expertise for EA preparation;

(c) review EA reports;

(d) implement mitigation plans; and

(e) monitor environmental conditions during project implementation. 5/ The aim should be to help establish
satisfactory environmental review systemsin the appropriate agencies, rather than to focus only on those
investments against which the Bank happens to disburse.

Emergency Recovery Projects

10. Because emergency recovery projects need to be processed rapidly, and seek mainly to restore existing
facilities, they would not normally require afull EA. However, the extent to which an emergency was
precipitated or exacerbated by inappropriate environmental practices should be determined. Based on this
finding, corrective measures should be built into either the emergency project or afuture lending operation.
Global Issues

11. A number of agencies-- inside and outside the United Nations (U.N.) system -- carry out scientific

investigations on global environmental issues (0zone depletion, global warming, sealevel rise, ocean
dumping, pollution of international waters, transport of hazardous wastes, biodiversity, etc.). While it keeps



abreast of the findings of these agencies, the Bank is developing its own guidelinesin these areas. The
Bank also draws upon prevailing views in its own environmental, economic, sectoral, and investment
policies and programs, with aview to minimizing possible adverse impacts on global environmental quality.
The Bank encourages such issuesto be considered in EAswhere relevant and feasible. 7/

Institutional Aspects
Strengthening Environmental Capabilities

12. The ultimate success of EA depends upon the capability and understanding of environmental matters of
the government agencies concerned. Therefore, as part of the EA process, it is necessary to identify
relevant environmental agencies and their capability for carrying out required EA activities. Projects with
potentially major impacts normally require the strengthening of several environmental functions (e.g.,
environmental monitoring, inspection, management of mitigatory measures, EA scientific and technical
review, and cross-sectoral coordination). In addition, policy strengthening is often needed through the
development of legal or regulatory measures (including incentives) that ensure adequate environmental
performance standards. These functions may be located in one or more units and at one or more
administrative levels, depending on the country and project. 8/ Early focus

(a) helps ensure that the executing agency's and central policy entity's knowledge and perspectives are
taken into account;

(b) provides on-the-job training for staff; and

(c) provides continuity for implementing the EAs recommendations. In addition, to help develop EA
capability in the country, the Bank encourages the use of local expertise and promotes EA training for local
staff and consultants.

Environmental A dvisory Panels

13. For mgjor, highly risky, or contentious projects with serious and multidimensional environmental
concerns, the borrower should environmental concerns, the borrower should normally engage an advisory
panel of independent, internationally recognized, environmental specialiststo advise on

(a) theterms of reference [TORs] for the EA;

(b) key issues and methods for preparing the EA;

(c) recommendations and findings of the EA;

(d) implementation of the EAsrecommendations; and

(e) development of environmental management capacity in the implementing agency.

EA Procedures

14. Since project and country conditions, national |egislation, and institutional experience vary among
borrowers, both the borrower and the Bank must exercise judgment inusing the EA process to design and
implement projects that are both environmentally and economically sound, and that are consistent with the
environmental laws, policies, and procedures of the borrower. The Environment (ENV), the Legal

Department, and the Regional environment divisions (REDs) maintain information on these requirements.

EA Preparation



15. Through EA preparation is the responsibility of the borrower, the Bank's task manager (TM) assists and
monitors the EA process, with support from the RED. 11/ The borrower and the Bank should agree as early
as possible after issuance of the Initial Executive Project Summary (1EPS) on the terms of reference (TORs)
for the EA, and on the EA procedures, schedule, and outline. Thisis because

(a) EA preparation should form part of the overall feasibility study or preparation work for the project, so
that the EA's findings can be directly integrated into project design;

(b) some EAsrequire substantial time for preparation (see Annex D, paras. 6-7); and

(c) completion of the EA report is a prerequisite for the departure of the appraisal mission. Major stepsin
the EA process are outlined in Annex D. The stepsinclude

(a) screening (see para. 17 and Annex E);

(b) taking decisions based on the |IEPS;

(c) notifying the Board through the MOS;

(d) preparing TORsfor the EA;

(e) preparing the EA;

(f) reviewing the EA and incorporating environmental measures into the project;

(9) supervising the project; and

(h) evaluating the project ex post.

16. Borrowers may request Bank assistance for financing EAs through a Project Preparation Facility 12/
(PPF) advance, from the Technical Assistance Grant Program for the Environment, or from trust funds.
When the EA is prepared by specialists separately from the overall feasibility teams. For projects with
potentially major adverse environmental impacts, such as large dams or projectsinvolving large-scale
resettlement, the borrower should retain independent EA experts not affiliated with the project.
Environmental Screening

17. The TM should screen projects/components at identification to determine the nature and extent of the
environmental work required. Asaresult of the screening, the TM, with the concurrence of the RED,
assigns the project to one of the following categories, 13/ in accordance with Annex E: Category A: A full
EA isrequired. Category B: Although afull EA isnot required, environmental analysisis required. Category
C: No EA or environmental analysisisrequired.

Interagency Coordination

18. Because environmental issues generally involve national, provincial, and local government agencies and
cover abroad range of responsibilities (wildlife, health, water and land use, tourism, etc.), coordination
among government agenciesis crucial. Coordination is best achieved through interagency meetings
convened by the proponent agency at key points, i.e., once the decision has been reached to carry out afull
EA, and once the draft EA report has been completed. The meetings provide an opportunity to identify the
issues, types of analysis required, sources of relevant expertise, responsibilities and schedule for the EA,

mitigatory measures to be considered, and other recommendations.

Involvement of Affected Groups and Nongovernmental Organizations



19. The Bank expects the borrower to take the views of affected groups and local NGOs 14/ fully into
account in project design and implementation, and in particular in the preparation of EAs. This processis
important in order to understand both the nature and extent of any social or environmental impact and the
acceptability of proposed mitigatory measures, particularly to affected groups. Consultations do not reduce
the decision authority of the borrower, but are a valuable way to improve decision making, to obtain
feedback on the EA process and draft report, and to increase community cooperation in implementing the
recommendations of the EA.

20. Such consultations should occur at least at the following two stages of the EA process:
(a) shortly after the EA category has been assigned; and

(b) onceadraft EA has prepared. In projects with major social components, which require consultations
pursuant to other Bank Operational Directives, 16/ the consultations on social issues and on EA may be
linked.

Disclosure of Information

21. In order for meaningful consultationsto take place between the borrower and affected groups and local
NGOs, it is necessary that the borrower provide relevant information prior to consultations. The information
should be provided in atimely manner andin aform that is meaningful for, and accessible to, the groups
being consulted. Such information normally includes

(a) for theinitial consultation, a summary of the project description and objectives, and potential adverse
effects of the proposed project; and

(b) oncethe EA report has been prepared, a summary of its conclusionsin aform and language meaningful

to the groups being consulted. Any consultation should pay particular attention to those issues most likely
to affect the people being consulted. In addition, the borrower should make the EA report available at some
public place accessible to affected groups and local NGOs for their review and comment.

22. Bank policy isto request the borrower's advance permission to release the EA report to the executive
directors (EDs) because the report is the borrower's property. When the need for an EA and the TORs for
the EA are discussed with the borrower, the TM should seek the borrower's permission, in principle, for the
release of the report to the EDs. Once the Bank has received a copy of the EA report from the borrower with
the necessary permission for release, the country department (CD) should transmit the borrower's English
language summary of the EA to the Secretary's Department for distribution tothe EDs. Further, because an
important purpose of the EA processisinformed decision making, the TM should deposit a copy of the EA
report (with- out Bank endorsement) in the project file. If the borrower indicates at any timethatitisnotina
position to release such areport to the EDs, the Bank should not proceed with further work on the project,
unless the Senior Vice President, Operations (OPNSV), decides otherwise on the recommendation of the
Regional vice president concerned, and for objective reasons unrel ated to the environment soundness of
the project.

Footnotes

1/ (Unless the context otherwise requires, "EA" means the environmental process required by this directive.
"Bank" includes IDA; "loans" include credits; "operations" and "investments" include sector loans,
rehabilitation loans, loans through financial in- termediaries, and the investment components of hybrid
loans. Global Environment Facility (GEF) projects, or GEF components of Bank projects, are subject to the
provisions of thisdirective. IFC follows its own environmental review procedure. In addition, IFC ensures
that its projects comply with all relevant Bank environmental policies and guidelines, adapted to its special
needs. Bearing in mind its special circumstances, MIGA will ensure, to the extent possible, that the
objectives of thisdirective are met in its operations.



2/ The World Bank, Environmental Assessment Sourcebook, Technical Paper No. 139 (Washington, D.C.,
1991) (EA Sourcebook) provides guidance on the subjects covered in this directive. The EA Sourcebook
should be used for guidance throughout the EA process. For the Bank's definition of "area of influence of a
project,” see para. 3 and Annex B2 of OD 4.00, Annex B, "Environmental Policy for Dam and Reservoir
Projects"” (to bereissued as OD 4.05). For achecklist of potential issuesfor an EA and related Bank policies,
see Annex A.

3/ Guidance on sustainability is provided in OM S 2.36, "Environmental Aspects of Bank World" (to be
reissued as OD 4.00, "Environmental Policies").

4/ In some cases, adherence to other existing directivesis an acceptable alternative to an EA (e.g., OPN
11.01, "Guidelines for the Selection and Use of Pesticides in Bank-Financed Projects and their Procurement
When Financed by the Bank," to be reissued as OD 4.03, "Agricultural Pest Management™).

5/ The appraisal mission develops clear arrangements with the borrower for carrying out these functions
during project implementation, indicating the sources of required expertise and the proper division of
responsibilities among the ultimate borrower, the financial intermediary or sector agency, and the agencies
responsible for environmental management and regulation. These arrangements ensure that sub-projects
that do not comply with accepted environmental aspects of sector and financial intermediary lending.

6/ See OD 8.50, "Emergency Recovery Assistance."

7/ Guidance will be prepared on global environmental issues by the Environment Department (ENV) in
cooperation with the Regional environment divisions (REDS).

8/ Thefirst level of environmental involvement is on-site; asecond, at the level of the implementing or
executing agency, such as a Department of Agriculture, or Health; and athird at a central policy level, such
as an environmental agency or other central policy-making body that oversees and coordinates intersectoral
aspects.

9/ Guidance on institutional strengthening is provided in the EA Sourcebook.

10/ For more detail on the selection and functions of the panel, see para. 18 of OD 4.00, Annex B,
"Environmental Policy for Dam and Reservoir Projects’ (to be reissued as OD 4.05).

11/ See OD 9.00, "Processing of Investment Lending," for the context of loan processing into which
decisions on the environment category and the EA fit.

12/ See OD 8.00, "Project Preparation Facility."
13/ Seefootnote 11.

14/ For the Bank's overall approach to NGOs, see OD 14.70, "Involving Nongovernmental Organizationsin
Bank-Supported Activities."

15/ Further consultations are encouraged at other appropriate points during EA preparation, after EA
finalization, and throughout project implementation. Updates and information feedback between meetings
are best when they are systematic and routine. One approach that has been effectively used by many
countriesisto follow the first interagency meeting with an initial consultation session with affected groups
and local NGOs.

16/ For example, OD 4.30, "Involuntary Resettlement," and OD 4.20, "Indigenous Peoples."



ANNEX A
Checklist of Potential |ssuesfor an EA

Where applicable, EAs should address the following issues, which are subject to the Bank policies and
guidelinesidentified here:

(a) Agrochemicals. The Bank promotes the use of integrated pest management (IPM) and the careful
selection, application, and disposal of pesticides (see OPN 11.01, "Guidelines for the Selection and Use of
Pesticides in Bank-Financed Projects and Their Procurement When Financed by the Bank™). Dueto their
impacts on surface and groundwater quality, the use of fertilizers must also be carefully assessed.

(b) Biological Diversity. The Bank promotes conservation of endangered plant and animal species, critical
habitats, and protected areas (see para 9b of OMS 2.36, "Environmental Aspects of Bank Work," to be
reissued as OD 4.00, "Environmental Policies," and OPN 11.02, "Wildlands: Their Protection and
Management in Economic Development,” to be reissued as OD 4.04, "Wildlands.")

(c) Coastal and Marine Resources Management. Guidelines are available from the Environment Department
(ENV) on the planning and management of coastal marine resources, including coral reefs, mangroves and
wetlands.

(d) Cultural Properties. OPN 11.03, "Management of Cultural Property in Bank-Financed Projects” (to be
reissued as OD4.25, "Cultural Property"), confirms the Bank's commitment to protect archaeological sites,
historic monuments, and historic settlements.

(e) Damsand Reservoirs. OD 4.00, Annex B, "Environmental Policy for Dam and Reservoir Projects’ (to be
reissued as OD 4.05), provides specific guidance for addressing environmental issues in the planning,
implementation, and operation of dam and reservoir projects.

(f) Hazardous and Toxic Materials. Guidelines are available from ENV on the safe manufacture, use,
transport, storage, and disposal of hazardous and toxic materials.

(g) Indigenous Peoples. OD 4.20, "Indigenous Peoples' (formerly OMS 2.34, "Tribal Peoplein Bank-
Financed Projects"), provides specific guidance for addressing the rights of indigenous peoples, including
traditional land and water rights.

(h) Induced Development and Other Sociocultural Aspects. Secondary growth of settlements and
infrastructure, often referred to as "induced development” or "boomtown" effects, can have magjor indirect
environmental impacts, which relatively weak |ocal governments may have difficulty addressing.

(i) Industrial Hazards. All energy and industry projects should include aformal plan to prevent and manage
industrial hazards (see Technical, Ltd., and World Bank, Techniques of Assessing Industrial Hazards: A
Manual, Technical Paper No. 55, Washington, D.C., 1988).

(j) International Treaties and Agreements on the Environment and Natural Resources. The EA should
review the status and application of such current and pending treaties and agreements, including their
notification requirements. The Legal Department, which maintains alist of international treaties, could obtain
the information required on applicable lawsin individual countries.

(k) International Waterways. OD 7.50, "Projects on International Waterways," provides guidance. This OD
exempts from notification requirements any rehabilitation projects that will not affect the quality or quantity
of water flows.



(1) Involuntary Resettlement. OD 4.30, "Involuntary Resettlement,” renders guidance.

(m) Land Settlement. Due to the complex physical, biological, socioeconomic, and cultural impacts, land
settlement should generally be carefully reviewed (see OD 4.31, "Land Settlement," to be issued).

(n) Natural Hazards. The EA should review whether the project may be affected by natural hazards (e.g.,
earthquakes, floods, volcanic activity) and should propose specific measures to address these concerns
when appropriate (see OD 8.50, "Emergency Recovery Assistance").

(0) Occupational Health and Safety. All industry and energy projects, and projectsin other sectors where
relevant, should include formal plansto promote occupational health and safety (see World Bank,
Occupationa Health and Safety Guidelines, Washington, D.C., 1988).

(p) Portsand Harbors. Guidelines are available from the Infrastructure and Urban Development Department
on addressing common environmental concerns associated with port and harbor development (see World
Bank, Environmental Considerations for Port and Harbor Developments, Technical Paper No. 126,
Washington, D.C., 1990).

(q) Tropical Forests. The Bank's "Forest Policy" paper of July 1991 should be followed. OPN 11.02,
"Wildlands: Their Protection and Management in Economic Development" (to be reissued as OD 4.04,
"Wildlands"), also addresses issues relating to tropical forests.

(r) Watersheds. Bank policy promotes the protection and management of watersheds as an element of
lending operations for dams, reservoirs, and irrigation systems (see para 6 of OD 4.00, Annex B,
"Environmental Policy for Dam and Reservoir Projects," to be reissued as OD 4.05).

(s) Wetlands. The Bank promotes conservation and management of wetlands (e.g., estuaries, lakes,
mangroves, marshes, and swamps). This subject is covered by OPN 11.02 (see[t] below).

(t) Wildlands. The Bank is committed to protect wildlands and provides for compensatory measures when
leading results in adverse impacts (see OPN 11.02, "Wildlands: Their Protection and Management in
Economic Development,” to be reissued as OD 4.04, "Wildlands").

ANNEX B

Outline of a Project-Specific EA Report

1. A full EA report should be concise and should focus on the significant environmental issues. The report's
level of detail and sophistication should be commensurate with the potential impacts. The target audience
should be project designers, implementing agencies, and borrower and bank staff. The report submitted to
the Bank should be prepared in English, French, or Spanish.

2. The EA report should include the following items:

(a) Executive Summary. Concise discussion, in English, of significant findings and recommended actions.
(b) Policy, Legal, and Administrative Framework. Discussion of the policy, legal, and administrative
framework within the EA is prepared. The environmental requirements of any cofinanciers should be
explained.

(c) Project description. Concise description of the project's geographic, ecological, social, and temporal

context, including any off-site investments that may be required by the project (e.g., dedicated pipelines,
access roads, power plants, water supply, housing, and raw material and product storage facilities).



(d) Baseline Data. Assessment of the dimensions of the study area and description of relevant physical,
biological, and socioeconomic conditions, including any changes anticipated before the project commences.
Current and proposed devel opment activities within the project area (but not directly connected to the
project) should also be taken into account.

(e) Environmental Impacts. I dentification and assessment of the positive and negative impacts likely to
result from the proposed project. Mitigation measures, and any residual negative impacts that cannot be
mitigated, should be identified. Opportunities for environmental enhancement should be explored. The
extent and quality of available data, key datagaps, and uncertainties associated with predictions should be
identified/estimated. Topics that do not require further attention should be specified.

(f) Analysis of Alternatives. Systematic comparison of the proposed investment design, site, technology,
and operational alternativesin terms of their potential environmental impacts; capital and recurrent costs;
suitability under local conditions; and institutional, training, and monitoring requirements. For each of the
aternatives, the environmental costs and benefits should be quantified to the extent possible, and economic
values should be attached where feasible. The basis for the selection of the alternative proposed for the
project design must be stated.

(g) Mitigation Plan. Identification of feasible and cost- effective measures that may reduce potentially
significant adverse environmental impacts to acceptable levels, and estimation of the potential
environmental impacts; capital and recurrent costs; and institutional, training, and monitoring requirements
of those measures. The plan (sometimes known as "action plan," or "environmental mitigation or
management plan," outlined in Annex C) should provide de- tails on proposed work programs and
schedules. Such de- tails help ensure that the proposed environmental actions are in phase with engineering
and other project activities throughout implementation. The plan should consider compensatory measures if
mitigation measures are not feasible or cost-effective.

(h) Environmental Management and Training. Assessment of the existence, role, and capability of
environmental units on- site, or at the agency and ministry level. Based on these findings, recommendations
should be made concerning the establishment and/or expansion of such units, and the training of staff, to
the point that EA recommendations can be implemented.

(i) Environmental Monitoring Plan. Specification of the type of monitoring, who would do it, how much it
would cost, and what other inputs (e.g., training) are necessary.

(i) Appendices

(i) List of EA Preparers--individuals and organizations. (ii) References-- written materials used in study
preparation. Thislist is especially important given the large amount of unpublished documentation often
used. (iii) Record of Interagency/Forum/Consultation Meetings-- including lists of both invitees and
attendees. The record of consultations for obtaining the informed views of the affected people and local
NGOs should beincluded. The record should specify any means other than consultations that were used to
obtain the views of affected groups and local NGOs.

ANNEX C
Environmental Mitigation or Environmental Management Plan

1. A project's mitigation or environmental management plan consists of the set of measures to be taken
during implementation and operation to eliminate, offset, or reduce adverse environmental impactsto
acceptable levels. Also included in the plan are the actions needed to implement them. Mitigation plans are
essential elements of category A projects (see Annex E). Mitigation plans alone suffice for many category B
projects. During the preparation of amitigation plan, project sponsors and their EA design team



(a) identify the set of responses to potentially adverse impacts;

(b) determine requirements for ensuring that those responses are made effectively and in atimely manner;
and

(c) describe the means for meeting those requirements.

2. A mitigation or management plan should include the following items:

(@) identification and summary of al the significant adverse environmental impacts that are anticipated;

(b) description and technical details for each mitigation measure, including the type of impact to which it
relates and the conditions under which it relates and the conditions under which it isrequired (e.g.,
continuously or in the event of contingencies), together with designs, equipment descriptions, and
operating procedures, as appropriate;

(c) institutional arrangements-- the assignment of the various responsibilities for carrying out the
mitigatory measures (e.g., responsibilities which involve operation, supervision, enforcement, monitoring of

implementation, remedial action, financing, reporting, and staff training);

(d) implementation schedule for measures that must be carried out as part of the project, showing phasing
and coordination with overall project implementation plans;

(e) monitoring and reporting procedures to

(i) ensure early detection of conditions that necessitate particular mitigation measures, and (ii) provide
information on the progress and results of mitigation; and

(f) integration into the total project cost tables of the cost estimates and sources of funds for both the initial
investment and the recurring expenses for implementing the mitigation plan.

6 3. To strengthen environmental management capability in the agencies responsible for implementation,
most mitigation plans cover one or more of the additional topics identified below:

(a) technical assistance programs

(b) staff development

(c) procurement of equipment and supplies, and

(d) organizational changes.

4. The borrower's decision to proceed with a project, and the Bank's decision to support it, will be in part
predicated on the exception that the mitigation plan will be executed effectively. Consequently, itis
important to integrate the plan into the project's overall planning, design, budget, and implementation. Such
integration should be achieved by establishing the mitigation plan as a component of the project. This
precaution ensures that the plan will receive funding and supervision along with the other investment
components.

5. Specific links should exist for

(a) funding,

(b) management and training (strengthening local capabilities), and



(c) monitoring. The purpose of thefirst link isto ensure that the proposed actions are adequately financed.
The second link helps embed in the overall management plan the training, technical assistance, staffing, and
other institutional strengthening needed to implement the mitigatory measures. The third link is necessary to
provide acritical path for implementation and to enabl e the sponsors and the Bank to eval uate the success
of mitigation as apart of project supervision and as a means for improving future projects. These linkages
may be part of the conditionality in Loan Agreements or in the Minutes of Negotiations.

ANNEX D
Environmental Assessment Procedures: Internal Initial Executive Project Summary (IEPS)

1. After consultation with the Regional environment division (RED), the task manager (TM) indicatesin the
Initial Executive Project Summary (IEPS)

(a) the key environmental issues,
(b) the project category (see Annex E) and the type of environmental work needed, and

(c) apreliminary EA schedule. In exceptional cases, if it isanticipated that an EA cannot be avail able prior
to appraisal, the |EPS should propose special procedures to address the situation. The |EPS meeting should
confirm the type, timing, and issues of environmental analysis. 7

Monthly Operational Summary

2. The TM ensures that the Monthly Operational Summary of the Bank and IDA Proposed Projects (MOS),
which is used to alert the executive directors to forthcoming projects, contains the EA category assigned to
aproject. He also prepares and updates as needed an environmental data sheet for all projectsin the
IBRD/IDA lending program (see Annex F). For category A projects, the environmental data sheet will be
included in a quarterly annex to the MOS. Preparation of Terms of Reference for the EA.

3. Following the IEPS meeting, the Bank discusses with the borrower the scope of the EA, and assists the
borrower, as necessary, in preparing the terms of reference (TORs) for the EA. Normally, afield visit for this
purpose is conducted by Bank environmental staff or environmental consultants. The Bank should ensure
that the TORs provide for adequate interagency coordination and consultation with affected groups and
local nongovernmental organizations (NGOs). For category A projects, it isadvisable for Bank staff to
attend scoping and EA review meetings.

4. To help ensure afull EA report, the borrower should be

(a) provided with the "Outline of a Project-Specific EA Report" (see Annex B) at the time the TORs for the
EA arereviewed by the Bank and

(b) informed of the need to have the report submitted to the Bank written in English, French, or Spanish. The
requirement in Annex B for an executive summary, to be prepared in English, should specifically be called to
the borrower's attention. Environmental Assessment Preparation

5. The EA should form part of the overall feasibility study or project preparation, so that the EA's findings
are directly integrated into project design. When the EA is prepared separately by specialists, the specialists
should liaise closely with the project preparation or feasibility teams. For projects with potentially major
adverse environmental impacts, such as large dams or projectsinvolving large-scal e resettlement, the
borrower should retain independent EA experts not affiliated with the project. Borrowers may request Bank
assistance for financing EAs through a Project Preparation Facility (PPF) advance, from the Technical
Assistance Grant Program for the Environment, or from trust funds.



6. An EA for amajor project typically takes 6-18 months to prepare and review. The EA report should be
received by the Bank prior to the departure of the appraisal mission, and a summary should be circulated
with the Final Executive Project Summary (FEPS)/white cover Staff Appraisal Report (SAR) to minimize the
risk of project changes and delays at alater stage.

7. For some projects, afull year of baseline datais essential to capture seasonal effects of certain
environmental phenomena, such asrainy and dry seasons or species migrations. In contrast, other effects
(e.g., hydroclimatic variation) may require multi year data. To avoid delay in critical project decisionsin
these cases, short-term monitoring should be used to provide conservative estimates of environmental
impacts. In such instances, such short-term data can be a surrogate for annual datawhilelonger term data
are being collected. Since special care in designing the baseline monitoring program is warranted, the
borrower should be encouraged to discuss the matter with the Bank. Environmental Assessnment Review
and Project Appraisal

8. For category A projects, the borrower submits the EA report to the Bank prior to the departure of the
Bank's appraisal mission. This report follows (to the extent relevant) the outline for project-specific EA
reports provided in Annex B and includes a separate English summary. The TM, with the advice of the RED,
assesses the EA, taking into account the TORs agreed upon with the borrower. In addition, in view of the
need for the borrower to take the views of affected groups and local NGOs into account, the TM ascertains
the nature of the consultations undertaken with such groups and assesses the extent to which their views
have been considered.

9. The FEPS summarizes the EA's status and describes how major environmental issues have been resolved
or are to be addressed, noting any proposed conditionality. Prior to the FEPS meeting, the RED reviews and
comments on the EA and on the EA annex in the white cover SAR. If the RED is not satisfied with the EA, it
may recommend to the country department that

(a) the appraisal mission be postponed,
(b) the mission be considered a preappraisal mission, or

(c) certain issues be reexamined during the appraisal mission. The appraisal mission reviews both the
procedural and substantive elements of the EA with the borrower, resolves any issues, assesses the
adequacy of the institutions responsible for environmental management in light of the EA's findings,
ensures that the mitigation plan is adequately budgeted, and determinesif the EA's recommendations are
properly addressed in project design and economic analysis. Distribution to Executive Directors

10. When an EA report is received from a borrower, the country department should ensure that the English-
language summary is sent to the Adviser and Board Operations, Secretary's Department, for distribution to
the executive directors, and that the full EA report is placed in the project file. The EA summary's transmittal
memorandum, for signature by the country department director, should state that the EA summary, and the
full report filed,

(a) have been prepared by the borrower and have not been evaluated or endorsed by the Bank; and

(b) aresubject to review and possible change during the appraisal process. 11. The TM should also ensure
that the next quarterly issue of the MOS, Annex B, contains an entry indicating the date on which the EA
report was received. The receipt of the EA report should also be noted on the environmental data sheet (see
Table1.1).

Board Documents

12. Thefindings of the EA process and the procedures used in its preparation are summarized in the text of
the SAR and in the Memorandum and Recommendation of the President. A SAR annex summarizes the EA



of category A projects more fully. The summary covers, inter aia, environmental baseline conditions; the
alternatives considered; preventive, mitigatory, and compensatory actions; the capability of environmental
units and measures to strengthen them; environmental monitoring arrangements; revisions; to the EA
required as aresult of the appraisal; and the borrower's consultations with affected groups and NGOs.
These factors provide the basis for the RED's formal environmental clearance, prior to the authorization of
negotiations by the Regional vice president. The EA annex should also indicate if arevised EA report has
been prepared and included in the project file. Measures critical to sound project implementation may
reguire specific loan conditionality. Supervision

13. EA recommendations provide the basis for supervising the environmental aspects of the project during
implementation. Compliance with environmental commitments, the status of mitigatory measures, and the
findings of monitoring programs are part of borrower reporting requirements and project supervision. When
major issues arise, special supervision missions with adequate environmental expertise are programmed and
budgeted in advance, where possible. Ex Post Evaluation

14. The project completion report (see the OPNSV memorandum "Guidelines for Preparing Project
Completion Reports [PCRS], June 7, 1989, and OM S 3.58, "General Guidelines for Preparing Project
Completion Reports, which are to be combined and reissued as OD 13.55, "Project Completion Reports)
submitted to the Operations Eval uation Department evaluates

(a) environmental impacts, noting whether they were anticipated in the EA report;
(b) the effectiveness of the mitigatory measures taken; and
(c) institutional development and training. Role of the Environmental Department

15. Responsibility for all projects, including their EAs, is vested in the Regions. The role of the Environment
Department (ENV) in the EA processisto support the Operations complex throughout. This EA supports
focuses on training, dissemination of best practices, reviews, guidelines, and other operational support as
requested. To enableit to fulfill thisrole, ENV should be kept systematically informed of key decisions at
relevant stages of the EA process, such as screening, public participation, EA schedules, and EA reviews.
The REDs share with ENV copies of EA reports that are submitted by borrowers to the Bank prior to
appraisal. ENV should be consulted as needed in special cases. ENV isavailable, when deemed necessary,
to discuss or assist with all aspects of the EA process at any stage. ENV will share with the other Regions
the EAs, related materials, precedents, and experience originating in one Region. ENV will conduct post hoc
EA reviews selectively with the REDs in order to ascertain best practice and the devel opment of policiesin
this area.

ANNEX E
Environmental Screening Determination of EA Category

1. The purpose of screening isto decide the nature and extent of the EA or environmental analysisto be
carried out. The classification of each proposed project depends on the type, location, sensitivity, and scale
of the proposed project, aswell as the nature and magnitude of its potential impacts. 1/ At identification and
prior to the issuance of the Initial Executive Project Summary (IEPS), projects should screened for
environmental issues and assigned to one of three categories: A, B, or C.2/ The selection of the category
should be based upon the expected environmental impacts. Best professional judgment is essential
throughout this procedure. Category A: A full EA isrequired. Category B: Although afull EA isnot
required, environmental 1 analysisisrequired. Category C: No EA or environmental analysisis required.

2. The EA category should be assigned by the task manager (TM), with the concurrence of the Regional
environment division (RED). An EA normally deals with the whole project, but it focuses most time and
attention on the components with the potentially greatest negative impacts and their links with the rest of



the project. Any project may contain environmentally benign components; however, in projects with several
components, those components with the most serious environmental issues should receive the principal
focus. Projects are categorized according to the component with the potentially most serious adverse
impact. Dual categories (e.g., A/C) should not be used. For instance, arelatively benign project with asingle
category A component is acategory A project. The results of the screening should be reported in the
Monthly Operational Summary of Bank and IDA Proposed Projects (MOS) and indicated on the
environmental data sheet (see Table 1.1).

Revision of EA Categories
3. The EA category assigned to the project as part of the screening is based on the best judgment and
information available at that early stage. If the project is modified or new information becomes available to
justify reclassification, the TM should reclassify a proposed project. The reclassification should be done
with the concurrence of the RED. The new classification that appears in the MOS should be followed by
"(R)" toindicate arevision. Thereasons for any reclassification should be recorded on the environmental
data sheet (see Table 1.1).

Illustrative Lists

4. Bank and international experience shows that projectsin certain sectors or of certain types are normally
best classified asillustrated below. These examples are only illustrative; they are by no means exhaustive. 3/

(a) Dams and reservairs,

(b) Forestry production projects;

(c) Industrial plants (large-scale) and industrial estates,

(d) Irrigation, drainage, and flood control (large-scale);

(e) Land clearance and leveling;

(f) Mineral development (including oil and gas);

(g) Port and harbor development;

(h) Reclamation and new land development;

(i) Resettlement and all projects with potentially major impacts on people;

(j) River basin development; 2

(k) Thermal and hydropower development; and

(1) Manufacture, transportation, and use of pesticides or other hazardous and/or toxic materials.

Category B Projects/Components

6. The project may have adverse environmental impacts that are less significant than category A impacts.
Few if any of theseimpacts areirreversible. The impacts are not as sensitive, numerous, mgjor, or diverse as
category A impacts; remedial measures can be more easily designed. Preparation of amitigation plan (see
Annex C) suffices for many category B projects. Few category B projects would have a separate

environmental report; most may be discussed in a separate chapter of the project preparation or feasibility
study.



(a) Agro-industries (small-scale);
(b) Electrical transmission;
(c) Aquaculture and mariculture;
(d) Irrigation and drainage (small-scale);
(e) Renewable energy;
(f) Rural eectrification;
(g) Tourism;
(h) Rural water supply and sanitation;
(i) Watershed projects (management or rehabilitation); and
(j) Rehahilitation, maintenance, and upgrading projects (small-scale).
Category C Projects/Components
7. An EA or environmental analysisis normally not required in this category because the project is unlikely
to have adverse impacts. Professional judgment finds the project to have negligible, insignificant, or minimal
environmental impacts.
(a) Education;
(b) Family planning;
(c) Hedth;
(d) Nutrition;
(e) Institutional development;
(f) Technical assistance; and
(9) Most human resource projects.
Footnotes
1/ "Location" refersto proximity to or encroachment on environmentally fragile areas, such as mangroves,
wetlands, and rain forests. " Scal€" needs to be judged by the task manager (TM) in the country context; if
large, the project islikely to be a category A project. "Sensitivity" refersto issues such as 3 impactsthat are
irreversible, affect vulnerable ethnic minorities, or involve involuntary resettlement.
2/ Projects classified in category D before this directive wasissued should be reclassified, where practicable,
by the TM with the concurrence of the Regional environmental division. An environment project formerly

classified as category D may fall into any of the three categories.

3/ For example, highway and rural road projects and major urban water or sanitation projects, while normally
category A, are not listed below because there are exceptions; hence, they are not clear examples.



ANNEX 1-2
Sample Terms of Reference (TOR) for Environmental Reconnaissance
1. Background information.

Brief project description and alternatives considered in its planning . Description of site: geographical and
state of development (developed vs. greenfield) . Potential impacts of project . Purpose of overall mission to
which expert will be assigned (project preparation, appraisal) . Types of other experts on mission . People
and institutions whom expert should meet . Mission timing . Expected output of mission . Background
documents, including maps (as annexes)

2. Technical aspects.

(a) Objectives of the expert services. A brief statement to ensure that all parties understand the purposes of
the expert services and what isto be delivered upon its completion.

(b) Issuesfor study. Describe the key issues to be studied by the expert.

(c) Scope of study. Describe here the nature and extent to which the expert will examine theissues. Include
the phrase "not necessarily limited to" as an indication that the expert istoidentify and, after authorization,
to work on other issues of importance should they emerge. 4

(d) Government'srolein EA. If not done by othersit may be desirable for the expert also to appraise the
government'srole and capabilitiesto carry out and deliver environmental assessments and to recommend
how this may be implemented and, if necessary, strengthened.

(e) Content of outputs. Background, analysis, findings, recommendations, further actions, with timing and
cost estimates.

(f) Form of outputs. (Section of Aide Memoire, sections of other reports, free-standing report.)

3. Administrative aspects. (These could bein the letter of solicitation and not duplicated here if in the | etter.)
. Mission timing . Expected person-days of effort: at home for background reading, in field, in Washington,
home for report writing, and maximum number of paid days.

ANNEX 1-3
Sample Terms of Reference (TOR) for Environmental Assessment (Name of Project Category)

Note: Commentsin [brackets] this TOR Outline indicate where content may have been included, excluded or
modified in the project-specific sample TORs (see Annex 1-3A). When combined, the TOR Outline and the
proj ect-specific sample TORs provide comprehensive guidance for TOR preparation. Paragraph numbersin
each text correspond for ease of reference.

1. Introduction. This section should state the purpose of the terms of reference, identify the devel opment
project to be assessed, and explain the executing arrangements for the environmental assessment.

2. Background Information. Pertinent background for potential parties who may conduct the environmental
assessment, whether they are consultants or government agencies, would include abrief description of the
major components of the proposed project, a statement of the need for it and the objectivesit isintended to
meet, the implementing agency, abrief history of the project, (including alternatives considered), its current
status and timetable, and the identities of any associated projects. If there are other projectsin progress or
planned within the region 5 which may compete for the same resources, they should also be identified here.



3. Objectives. This section will summarize the general scope of the environmental assessment and discuss
itstiming in relation to the processes of project preparation, design, and execution.

4. Environmental Assessment Requirements. This paragraph should identify any regulations and guidelines
which will govern the conduct of the assessment or specify the content of its report. They may include any
or al of thefollowing: . World Bank Operational Directive 4.01 Annex A: "Environmental Assessment," and
other pertinent ODs, OM Ss, OPNs, and Guide- lines; . national laws and/or regulations on environmental
reviews and impact assessments; . regional, provincial or communal environmental assessment regulations; .
environmental assessment regulations of any other financing organizationsinvolved in the project.

5. Study Area. Specify the boundaries of the study areafor the assessment (e.g., water catchment, airshed).
If there are any adjacent or remote areas which should be considered with respect to impacts of particular.

6. Scope of Work. In some cases, the tasks to be carried out by a consultant will be known with sufficient
certainty to be specified completely in the terms of reference. In other cases, information deficiencies need
to be alleviated or specialized field studies or modelling activities performed to assess impacts, and the
consultant will be asked to define particular tasks in more detail for contracting agency review and approval.
Task 4 in the Scope of Work isan example of the latter situation.

7. Task 1. Description of the Proposed Project. Provide a brief description of the relevant parts of the project,
using maps (at appropriate scale) where necessary, and including the following information: location;
general layout; size, capacity, etc.; pre-construction activities; construction activities; schedule; staffing
and support; facilities and services; operation and maintenance activities; required offsite investments; and
life span. 6[Note: there may be particular types of information appropriate in the description of the project
category you are concerned with. Please specify them here.]

8. Task 2. Description of the Environment. Assemble, evaluate and present baseline data on the relevant
environmental characteristics of the study area. Include information on any changes anticipated before the
project commences. [Annotate or modify the lists below to show the critical information for this project
category, or that which isirrelevant toit. Y ou should particularly avoid compiling irrelevant data.]

(a) Physical environment: geology; topography; soils; climate and meteorology; ambient air quality; surface
and ground- water hydrology; coastal and oceanic parameters; existing sources of air emissions; existing
water pollution discharges; and receiving water quality.

(b) Biological environment: flora; fauna; rare or endangered species; sensitive habitats, including parks or
preserves, significant natural sites, etc.; species of commercial importance; and species with potential to
become nuisances, vectors or dangerous.

(c) Socio-cultural environment (include both present and projected where appropriate): population; land
use; planned development activities; community structure; employment; distribution of income, goods and
services; recreation; public health; cultural properties; tribal peoples; and customs, aspirations and
attitudes.

9. Task 3. Legidative and Regulatory Considerations. Describe the pertinent regulations and standards
governing environmental quality, health and safety, protection of sensitive areas, protection of endangered
species, siting, land use control, etc., at international, national, regional and local levels (The TOR should
specify those that are known and require the consultant to investigate for others.)

10. Task 4. Determination of the Potential Impacts of the Proposed Project. In thisanalysis, distinguish
between significant positive and negative impacts, direct and indirect impacts, and immediate and long-term
impacts. Identify impacts which are unavoidable or irreversible. Wherever possible, describe impacts
quantitatively, in terms of environmental costs and benefits. Assign economi ¢ values when feasible.
Characterize the extent and quality of available data, explaining significant information deficiencies and any



uncertainties associated with predictions of impact. If possible, give the TOR for studiesto obtain the
missing information. [Identify the types of special studies likely to be needed for this project category.] 7

11. Task 5. Analysis of Alternativesto the Proposed Project. De- scribe alternatives that were examined in
the course of developing the proposed project and identify other alternatives which would achieve the same
objectives. The concept of alternatives extends to siting, design, technology selection, construction
techniques and phasing, and operating and maintenance procedures. Compare alternativesin terms of
potential environmental impacts; capital and operating costs; suit- ability under local conditions; and
institutional, training, and monitoring requirements. When describing the impacts, indicate which are
irreversible or unavoidable and which can be mitigated. To the extent possible, quantify the costs and
benefits of each alternative, incorporating the estimated costs of any associated mitigating measures.
Include the alternative of not constructing the project, in order to demonstrate environmental conditions
without it.

12. Task 6. Development of Management Plan to Mitigate Negative I mpacts. Recommend feasible and cost-
effective measures to prevent or reduce significant negative impacts to acceptable levels. Estimate the
impacts and costs of those measures, and of the institutional and training requirements to implement them.
Consider compensation to affected parties for impacts which cannot be mitigated. Prepare a management
plan including proposed work programs, budget estimates, schedules, staffing and training requirements,
and other necessary support services to implement the mitigating measures.

13. Task 7. Identification of Institutional Needs to Implement Environmental Assessment Recommendations.
Review the authority and capability of institutions at local, provincial/regional, and national levels and
recommend steps to strengthen or expand them so that the management and monitoring plansin the
environmental assessment can be implemented. The recommendations may extend to new laws and
regulations, new agencies or agency functions, intersectoral arrangements, management procedures and
training, staffing, operation and maintenance training, budgeting, and financial support.

14. Task 8. Development of a Monitoring Plan. Prepare adetailed plan to monitor the implementation of
mitigating measures and the impacts of the project during construction and operation. Include in the plan an
estimate of capital and operating costs and a description of other inputs (such as training and institutional
strengthening) needed to carry it out.

15. Task 9. Assist in Inter-Agency Coordination and Public/NGO Participation. Assist in coordinating the
environmental assessment with other government agencies, in obtaining the views of local NGO's and
affected groups, and in keeping records of meetings and other activities, communications, and comments
and their disposition. (The Terms of Reference [TOR] should specify the types of 8 activities; e.g.,
interagency scoping session environmental briefings for project staff and interagency committees, support
to environmental advisory panels, public forum.)

16. Report. The environmental assessment report should be concise and limited to significant environmental
issues. The main text should focus on findings, conclusions and recommended actions, supported by
summaries of the data collected and citations for any references used in interpreting those data. Detailed or
uninterpreted data are not appropriate in the main text and should be presented in appendices or a separate
volume. Unpublished documents used in the assessment may not be readily available and should also be
assembled in an appendix. Organize the environmental assessment report according to the outline below. .
Executive Summary . Policy, Legal and Administrative Framework . Description of the Proposed Project .
Baseline Data. Significant Environmental Impacts . Analysis of Alternatives . Mitigation Management Plan .
Environmental Management and Training . Environmental Monitoring Plan . Appendices: List of
Environmental Assessment Preparers References Record of I nteragency/Forun/Consultation Meetings
(Thisisthe format suggested in OD 4.01, Annex B; the TOR may specify a different one to satisfy national
agency requirements as long as the topics required in the Bank's directive are covered.)



17. Consulting Team. [ Environmental assessment requiresinterdisciplinary analysis. Identify in this
paragraph which specializations ought to be included on the team for the particular project category.]

18. Schedule. Specify dates for progress reviews, interim and final reports, and other significant events.

19. Other Information. Include herelists of data sources, project background reports and studies, relevant
publications, and other items to which the consultant's attention should be directed.

ANNEX 1-3A

9 Sample Terms of Reference (TOR) for Environmental Assessment of Wastewater Collection, Treatment,
Reuse, and Disposal Systems

Note: paragraph numbers correspond to TOR Outline

5. Study Area. The drainage areato be serviced by the wastewater collection system; the tracts of land on
which effluent or sludge are to be applied in reuse systems; marine, estuarine or inland waters which could
beinfluenced by effluent discharge; remote sitesidentified for disposal of solid waste generated in the
treatment process; and, if incineration isincluded as a sludge disposal technique, the airshed which might
be affected.

7. Task 1. Description of the Proposed Project. Provide afull description of the project, using maps (at
appropriate scale) where necessary, and including the following information: location; general layout; unit
process description and diagram; size in terms of popul ation and population equivalents, present and
projected; number and types of connected industries; anticipated influent and effluent characteristics; pre-
construction activities; construction activities, schedule, staffing and support facilities and services,
operation and maintenance activities; required off-site investments; and life span.

8. Task 2. Description of the Environment.

(a) Physical environment: geology (general description for overall study area; details for land application
sites); topography; soils (general description for overall study area; details for land application sites);
monthly average temperatures, rainfall and runoff characteristics; and description of receiving waters
(identity of streams, lakes, or marine waters; annual average discharge or current data by month, chemical
quality; existing discharges or withdrawals).

(b) Biological environment: terrestrial communitiesin areas affected by construction, facility siting, land
application or disposal; aguatic, estuarine or marine communitiesin affected waters; rare or endangered
species; sensitive habitats, including parks or preseves, significant natural sites; and species of commercial
importance in land application sites and receiving waters.

(c) Sociocultural environment: present and projected population; present land use; planned devel opment
activities; community structure; present and projected employment by industrial category; distribution of
income, goods and services; recreation; public health; cultural properties; tribal peoples; and customs,
aspirations and attitudes.

9. Task 3. Legislative and Regulatory Considerations. Describe the pertinent regul ations and standards
governing environmental quality, pollutant discharges to surface waters and land, industrial dischargesto
public sewers, water reclamation and reuse, agricultural and landscape use of sludge, health and safety,
protection of sensitive areas, protection of endangered species, siting, land use control, etc., at
international, national, regional and local levels. (The TOR should specify those that are known and require
the consultant to investigate for others.)



10. Task 4. Determination of the Potential |mpacts of the Proposed Project. Special attention should be
given to: . the extent to which receiving water quality standards and/or beneficial use objectiveswill be
achieved with the proposed type and level of treatment; . the length of stream or expanse of lake or marine
waters which will be positively or negatively affected by the discharge, and the magnitude of the changesin
water quality parameters; . projected quantitative changesin beneficial uses, such as fisheries (species
composition, productivity), recreation and tourism (visitor-days, overnights, expenditures), waters available
for portable supply, irrigation, industrial use; and . sanitation and public health benefits anticipated.

17. Consulting Team. Core team: environmental engineer; environmental planner (or environmental
generalist); specialist in ecology (terrestrial, acquatic or marine, depending on type of discharge), water
quality, soils science (for land application), wastewater utility management, and sociol ogy/anthropol ogy.
Depending on the nature of the project, other specialties that may be needed are: public health, agronomy,
hydrology, land use planning, oceanography, water quality modelling, and resource economics.

119. Other Information. Examples are pre-feasibility studies, population and land use projections, land use
plans, industrial activity information, water quality studies, sewerage service needs surveys, public health
reports, sewer system evaluations.

ANNEX 1-4

Operational Directives, Operational Manual Statements, and Operational Policy Notes Related to
Environmental Review and Assessments

Note: In each subsection, precursory Manual Statements or Policy Notes are listed for further reference.
Proposed Operational Directives are listed, whether or not adraft is available. In such cases, descriptive
notes for the precursory policy will be provided in the appropriate section. Direct quotations are from the
policy statements themselves.

Operational Directives 1. OD 4.00: "Environmental Policies’ (to beissued). Will replace OMS 2.36:
"Environmental Aspects of Bank Work" (May 1984).

2. 0D 4.01: "Environmental Assessment” (October 1991). This directive "incorporates the guidelines
contained in OD 4.00, Annex A, dated October 31, 1989. It provides guidance to staff on the Bank's policies
and procedures for conducting environmental assessments (EAS) of proposed projects." Annex A isa
checklist of potential environmental issues encountered in Bank projects. Annex B is asample outline of a
project-specific EA report. Annex C is an environmental mitigation or management plan which consists of
mitigation measures to be taken during project implementation and operation. The plan also includes the
actions needed to implement them. Annex D provides asummary of Internal EA procedures. Annex E
discusses Environmental Screening, the process of labeling projects according to probable environmental
impacts. Annex F provides an example of acompleted overview sheet (Environmental Data Sheet for
Projectsin the IBRD/IDA Lending Program) to record the information necessary for preparing the Monthly
Operationa Summary (MOS).

3. OD 4.00 Annex B: "Environmental Policy for Dam and Reservoir Projects’ (April 1989). Principles of
planning (e.g., determination of affected area, costs and benefits, alternatives), environmental issues at each
stage of the project cycle and institutional aspects are specified. Annex B-1 detailstypical environmental
effects of dams and reservoir projects. Annex B-2 defines the area of influence for projects of thistype.
Annex B-3isasample TOR for environmental 2 reconnaissance. Annex B-4 is" Sample Clauses for Inclusion
in the Bidding Documents Related to the Construction of Dam and Reservoir Projects.”

4. 0D 4.00 Annex C: "Agricultural Pest Management" (Draft to be re- issued as OD 4.02). Provides guidance
for pest management and the use of pesticides and promotes adoption of the Integrated Pest M anagement
(IPM) approach, toward the "fundamental goal of increasing agricultural productivity on a sustainable
basis." Annex C-1 isguidelines for implementation of an IPM program. Annex C-2 sets forth comprehensive



guidance for the selection and use of pesticides. OD 11.00: "Guidelines for the Procurement of Pesticides"
(Technical Note) will accompany OD 4.00 Annex C. Replaces OPN 11.01: "Guidelinesfor Selection and Use
of Pesticidesin Bank-Financed Projects and Their Procurement when Financed by the Bank" (March 1985).

5. OD 4.00 Annex D: "Wildlands: Their Protection and Management" (to be issued). Will replace OPN 11.02:
"Wildlands: Their Protection and Management in Economic Development” (June 1986).

6. OD 4.20: "Indigenous Peoples' (September 17, 1991). Will replace OMS 2.34, "Triba Peoplein Bank-
Financed Projects.” This directive "addresses cultural issues in development and emphasizes the need for:
adopting broader definitional criteriathan the existing OM Sto reflect the diversity of definitions and
sensitivities found in member countries; ensuring that indigenous peoples are not adversely affected by
Bank projects and that the social and economic benefits they receive are in harmony with their cultural
preferences; addressing issues concerning peoplesin economic and sector work; including project
components on indigenous peoples in Bank-financed projects; and ensuring the informed participation of
indigenous people in the preparation of development plans and in the design and implementation of
projects.”

7. 0D 4.30: "Involuntary Resettlement” (June 1990). Emphasizes. minimizing involuntary resettlement;
providing people displaced with the means to restore or improve their former living standard; resettlement
planning; community participation; and compensation valuation and principles. Also provides practical
guidance concerning project options, processing, documentation, etc.

8. OD 4.31: "Land Settlement" (to be issued).

9. OD 4.40: "Cultural Property" (Draft). Replaces OMS 2.34. "Tribal Peoplein Bank-Financed Projects’
(February 1982).

10. OD 4.50: "Cultural Property" (Draft). Replaces OPN

11.03: "Management of Cultural Property in Bank-Financed Projects' (September 1986). 3 11. OD 7.50:
"Projects on International Waterways' (September 1989). Projects on international waterways require
special handling as they may affect relations not only between the Bank and its borrowers but also between
states, whether members of the Bank or not." This directive describes what types of waterways and projects
are affected and the governing procedure. Annex A sets procedure for circumstances requiring technical
advice from independent experts.

12. OD 8.0: "Project Preparation Facility" (to be issued). Will replace OMS 2.15: "Project Preparation Facility"
(July 1986).

13. OD 8.30: "Financia Intermediary Lending" (to be issued). Will replace OMS 3.73: "Development Finance
Companies' (September 1976).

14. OD 8.50: "Emergency Recovery Assistance" (Draft). This directive defines Bank objectivesin emergency
recovery loans (ERLS), i.e., to support broad recovery activities rather than provide immediate emergency
relief. Preparation and implementation of ERL Sis discussed comprehensively, aswell as strategies for
mitigating the impacts of future emergencies. Annex A discusses issues needing immediate attention after a
disaster. Annex B lists and discusses special considerationsin designing ERLS. Annex C provides guidance
for preparation of aTechnical Annex in lieu of the Staff Appraisal Report (when speed is essential).

Replaces OPN 10.07: "Guidelines for Bank Participation in Reconstruction Projects after Disasters" (July
1984).

15. OD 9.00, Annex D: "Project Brief System" (to beissued). Will replace OMS 2.13 "Project Brief System.”



16. OD 10.00 "Project Generation and Preparation” (to be issued). Will replace OM S 2.12: "Project Generation
and Design" (August 1972).

17. OD 10.10: "Project Appraisal” (to be issued). Will replace OM S 2.20: "Project Appraisal” (January 1984).

18. OD 10.70: "Project Monitoring and Evaluation" (September 1989). Defines and distinguishes between
monitoring and evaluation, and discusses Bank objectivesin each. Provides comprehensive discussion of
monitoring and the devel opment of a management information system (MIS). An annex lists useful
publications on project monitoring and evaluation.

19. OD 11.10: "Use of Consultants" (to beissued). Will replace OMS 2.18: "The Development of Local
Capabilities and the Use of Local Consultants" (April 1977) and OMS 2.50: " Services of Consulting Firmsfor
Bank Group Projects and UNDP Studies' (April 1973).

20. OD 12.10: "Retroactive Financing" (March 1989). Provides comprehensive discussion, including: policy
regarding lending operations (investment, adjustment, hybrid, emergency recovery); exception to policy,
safeguards, and notification procedures. The Annexes provide sample formats for Monthly Operational
Summary (Adjustment Operations); Notice of Invitation to Negotiate for an Adjustment Operation Requiring
an Exception to the Guidelines on Retroactive Financing; and Notice of Status of Negotiations for an
Adjustment operation Requiring an Exception...etc. (These last two annexes are adapted "for an Investment
Operation" aswell.)

21. OD 13.55: "Project Completion Reports' (to beissued). Will replace OM S 3.58: "Genera Guidelinesfor
Preparing Project Completion Reports' (June 1977) and OPNSV Memorandum: "Guidelines for Pre- paring
Completion Reports' June (1989).

22. 0D 14.30: "Aid Coordination Groups' (March 1989). This Directive provides guidance for coordination,
taking into account not only various development assistance programs but also government policies and
programs. Annex A is practical guidelines and procedures for preparing a" Sample Transmittal Memorandum
for Chairman's Report of Proceedings." Annex Cisa"Sample Transmittal Memorandum for World Bank and
Government Reports." Annex D isa" Sample Notice of Meeting, Proposed Agenda, and Note on
Administrative Arrangements.”

23. OD 14.70: "Involving Nongovernmental Organizationsin Bank- Supported Activities' (August 1989).
The diversity of nhongovernmental organizations (NGOS) is discussed, and ways to involve them in projects
arelaid out.

Operational Manual Statements

24, OM S 2.12: "Project Generation and Design” (August 1972). Discusses the Bank's approach to generating
projects; the impacts of de- sign alternatives on project outcome; Bank/Borrower relationships in project
generation and design; and management of the process. Annex titles are: Project Generation and Design:
Definitions; Origin of Project |deas; Project Identification/Formulation/Analysis Process Flow Chart; and
Sources of Assistancein Project Identification and Preparation. Will be replaced by OD 10.00.

25. OMS 2.13: "Project Brief System" (April 1977). Discussion of objectives of project brief (PB), "the basic
issues-oriented operational document relating to the early part of the project cycle." Annex 1 provides
practical guidance for preparation of documents. Annex 2 is comprehensive discussion of the PB system.
Will be replaced by OD 9.00 Annex D.

26. OMS 2.15: "Project Preparation Facility" (July 1986). Provides discussion of rationale for Project
Preparation Facility (PPF), including financial characteristics, appropriate application, and operating
procedures. Annex A lists sources available for necessary preparatory work for Bank projects. Annex B-1 is
a"Model of Government L etter Requesting a PPF Advance" Annex B-2 sets forth stipulations for financial



advances. Annex B-3isa"Model of aBank Response Granting a PPF Advance." Annex Cisasample
agreement of how the special account will be set up. Annex D is asample agreement for reporting
arrangements. Annex E isa"PPF Request Transmittal Sheet." Will be replaced by OD 8.00.

27. OMS 2.18: "The Development of Local Capabilities and the Use of Local Consultants' (April 1977).
Discusses the Bank's commitment to developing local capabilitiesto conceive, design and carry out
development work, and to devel oping capabilities among local consultants specifically. Will be replaced by
OD 11.10.

28. OMS 2.20: "Project Appraisal" (January 1984). Provides discussion of general objectives of appraisal;
major aspects of the project (economic, technical, institutional, financial, commercial, and sociological);
technical assistance requirements; and procedures and responsihilities for appraisal. A circular isfiled with
OMS 2.20: "Construction Insurance Consultants' (with an annex listing analysis of project risks and
insurance needs). Will be replaced by OD 10.10.

29. OMS 2.34: "Tribal Peoplein Bank-Financed Projects" (February 1982). Discussion of characteristics of
tribal people that make them particularly vulnerable to being adversely affected by projects. Concise
overview of Bank policy and applicability.

30. OM S 2.36: "Environmental Aspects of Bank Work." States the Bank's emphasis on environmental
opportunities and risks introduced by the devel opment process: local, regional and global. Discussion of
Bank environmental policies and responsibilities. Will be replaced by OD 4.00.

31. OMS 2.50: "Services of Consulting Firms for Bank Group Projects and UNDP Studies." Provides practical
suggestions for involving local consultantsin Bank projects; e.g., preparation of "short list," evaluation of
consultants, and sample letter of invitation. Will be replaced by OD 11.10.

32. OMS 3.02: "Format and Content of President's Report and Recommendations' (December 1977).
Comprehensive guidelines for preparation of the President's Report. Attachments provide instructions and
sample formats for various parts of the report.

33. OM S 3.58: "Genera Guidelinesfor Preparing Project Completion Reports' (June 1977). Will be replaced
by OD 13.55.

34. OMS 3.73: "Development Finance Companies' (September 1976). Will be replaced by OD 8.30.
Operational Policy Notes

35. Addendum to OPN 11.01: "Guidelines for the Use, Selection and Specification of Pesticidesin Public
Health Programs" (September 1987). Discusses vector control, guidelines for selecting pesticides for public
health use, and specifications.

36. OPN 11.02: "Wildlands: Their Protection and Management in Economic Development” (June 1986).
Provides discussion of justification for protection, the Bank's involvement to date, policy guidance, and
design of wildland management areas (WMAS). Annex titles are: Categories of Wildland Management;
Some Tropical Wildlands of Special Concern; [inclusion of wildlands management in] the Project Cycle;
Physical Inputsrequired in Most WMASs [supplies, staffing, facilities]; and Wildland Survey and
Management Form [sampl€]. Will be replaced by OD 4.00, Annex D.

37. OPN 11.03: "Management of Cultural Property in Bank-Financed Projects" (September 1986). Provides
United Nations definition of cultural property, discussion of Bank policy, and guidance for procedure. Will
be replaced by OD 4.50.

ANNEX 1-5



On Project-Level Guides for Environmental Sustainability

1. The World Bank's OD on environmental assessment states that sustainability is arequirement that Bank
projects must meet. "The purpose of EA isto ensure that the devel opment options under consideration are
environmentally sound and sustainable...." (OD 4.01, October 3, 1991 [para 2]). Note that this|anguage does
not treat sustainability as one value to be traded off against othersin an economic analysis. Rather it states
that the "devel opment options under consideration”, i.e., all the options to be compared must be
sustainable, so whatever is not sustainableis not even to be included among the options to be ranked
economically. Some guidance on the operational meaning of sustainablity was givenin OMS 2.36, (May,
1984) in para 9aunder the general heading of The Bank's Environmental Policies: "The Bank endeavorsto
ensure that each project affecting renewable natural resources (e.g., as asink for residues or as a source of
raw materials) does not exceed the regenerative capacities of the environment."

2. The stringency of the above requirements may sound extreme on first reading -- as if we had abandoned
economics as a criterion. Nothing could be further from the truth, however. The insistence that projects be
sustainableisin fact the reassertion of the elementary economic principle that capital consumption must not
be counted asincome. Income is by definition the maximum amount that can be consumed out of the
receipts of a project without impairing the capacity of that project to continue producing that amount in the
future. A project that exceeds the regenerative capacities of its environment is reducing its future capacity
to produce and to that extent is counting capital liquidation or depreciation asincome. The World Bank
should not be in the business of financing capital consumption. In an erain which natural capital was
considered infinite relative to the scale of human use, it was reasonabl e not to deduct natural capital
consumption from gross receiptsin calculating income. That erais now past. The goal of a sustainability is
the conservative effort to maintain the traditional meaning and measure of incomein an erain which natural
capital isno longer afree good. At a conceptual level the justification for making sustainability asine qua
non for project eligibility could not be stronger or more conservative. The difficultiesin applying the
concept arise mainly from operational problems of measurement and valuation of natural capital. These
problems are addressed below.

3. The following guides seek to elaborate this principle and extend it to nonrenewable resourcesin so far as
possible. Below are somerules of thumb. It is a matter of judgment for EA teamsto apply themina
reasonable way to diverse projects. Where the EA team finds wide divergence from sustainability, it should
work with the project designers to narrow the gap as early in the project cycle as possible.

4. In what follows the use of the terms "assimilative or regenerative capacity" should not be taken
necessarily to imply that there is a discontinuous threshold of use intensity below which there is no effect
on the ecosystem being used. Capacity may be thought of as a current level of a particular ecosystem
service beyond which further use will cause unacceptable (e.g., cumulative, irreversible, excessive)
degradation of the ecosystem and loss of its future services. Also capacity refersto the capacity of the
relevant ecosystem, not to individual speciesin isolation. There are many difficultiesin defining sustainable
yield and sustainable use, just as there are many analogous difficultiesin defining income. But to answer the
unavoidable question -- How much can we consume this year without reducing our capacity to produce next
year? -- requires that we at least give a prudent rule of thumb. Output Guide

5. Waste emissions from a project should be within the assimilative capacity of the local environment to
absorb without unacceptabl e degradation of its future waste absorptive capacity or other important
services. Input Guide

6. Harvest rates of renewable resource inputs should be within re- generative capacity of the natural system
that generates them; depletion rates of nonrenewable resource inputs should be equal to the rate at which
renewabl e substitutes are devel oped by human invention and investment. Discussion: Output Guide

7. If each project obeyed thisrule, then the sum of all projects, or the average project, would also conform to
therule. But the average or sum may obey the rule even though each project failsto, aslong asthereis



compensation among project pairs or other combinations. Of courseit is easier for earlier projectsto meet
this condition than for later ones added after assimilative capacities have been largely used up or even
decreased. Once capacity has been reached a new project might be paired with an old one that is removed to
make room for it, if the new one is more valuable than the old one. Alternatively the new project may be
paired with another new project that makes room by absorbing the waste outputs of other projects up to the
amount emitted by the new one. The pairing idea has been discussed by David Pearce, and is avariant of
the "bubble concept”. Under the "bubble concept” the total emissions for an area must be set collectively,
but the market can allocate that total among competing uses by exchange of emission permits. Discussion:
Input Guide

8. Theinputs of interest are the primary inputs from nature, not the inter-industry or intermediate inputs from
other firms. Thisrule then only applies to the extractive sector, whereas the previous rule applies to all
sectors. Inputs from nature are of two kinds, renewable and nonrenewable.

(a) Renewable inputs: Theruleis that harvest rates should not exceed regeneration rates. In other words
sustainable yield exploitation should be the rule. The sustainable yield concept presents two problems:
measurement difficulties, and the existence of many different sustainable yields, one for each possible
population of the exploited resource. The measurement problem is similar to that faced by the income
accountant -- measuring income in away that keeps capital (productive capacity) intact and prevents
inadvertent impoverishment by over consumption. The point in both casesisto find a prudent rule of thumb
to avoid over consumption, not to find 9 the "theoretically unique scientifically precise number." But the
rule to exploit at sustainable yield does not tell uswhat size population of the exploited resource should be
maintained in thisway. Choosing the population size that gives maximum sustainable yield does not give a
sufficient answer, although it is relevant consideration. The economically optimum yield generally does not
coincide with the biological maximum yield (they coincide only when harvest costs are constant with respect
to the amount harvested). There is no warrant for assuming that the existing population size of an exploited
speciesisoptimal. It can be quite reasonable up to apoint to cut down forest for farmland. But when we do
thiswe must be clear that the trees from the virgin forest cut in excess of replacement represent capital
consumption, not income. If total capital isto be maintained intact the net receipts from the cut virgin timber
should be treated as a depreciation fund to be reinvested in some alternative renewable resource that is
more valuable at the margin.

(b) Nonrenewableinputs. The ruleisto deplete at arate equal to the rate of development of renewable
substitutes. Thus extractive projects based on non-renewable must be paired with a project that devel ops
the renewabl e substitute. Net receipts of nonrenewable exploitation are divided into two components
(income and a capital set-aside) such that the capital set-aside, when invested in arenewable substitute
each year will, by the time the nonrenewabl e is depleted, have grown to a stock size whose sustainable yield
is equal to theincome component that was being consumed all along. The capital set-side will be greater the
lower the growth rate of the renewable substitute (real or biological discount rate) and the shorter the
lifetime of the non-renewable reserves (i.e., the reserve stock divided by annual depletion). The logic and
calculations have been worked out by El Serafy in the context of national income accounting, but apply with
equal relevancy to accounting at the project level. (See S. El Serafy, "The Proper Accounting of Income from
Depletable Natural Resources', in Y. J. Ahmed, S. El Serafy, and E. Lutz, Environmental Accounting for
Sustain- able Development.) The true rate of return would on the project pair would be calculated on the
basis of the income component only as net revenue. Difficulties remain in the question of defining
"substitute -- whether narrowly or broadly. Probably a broad definition would be indicated initially -- at | east
broad enough to encompass improvementsin energy efficiency as arenewable substitute for petroleum
depletion, and improvementsin recycling as a renewabl e substitute for copper depletion. Further Discussion
0

9. In the case of renewabl es, capital consumption istreated as depreciation of a productive asset (the
sacrificed base population that was producing a permanent yield). Depreciation should be deducted from
grossincometo get net income. In the case of non-renewable, the reduction of stocksistreated asa



liquidation of existing inventories rather than as running down of capacity for future production, and
consequently should not even be apart of grossincome, as El Serafy rightly insists.

10. Although the input and output rules of thumb have been treated independently, it should be noted that,
thanksto the law of conservation of matter-energy, the reduction of inputs to a sustainable yield level will
help in the reduction of outputsto a sustainable absorption level. But "given the spatial separation of input
production and output disposal, and especially the generation of many new and toxic substancesin the
production process, the output rule cannot be avoided. Neverthel ess the mere fact of mass balance would
lead us to suspect that in some cases the input rule will be binding and the output rule redundant, and in
other casesvice versa.

11. Some writers have advocated the pairing rule in theory, but have backed off in practice. For example, in
Blueprint for a Green Economy, Barbier, Markandya and Pearce state: "at the level of each project such a
requirement would be stultifying. Few projects would be feasible." The authors advocate applying the
principle at a program, multi-project level, so that the non-degradation of natural capital stock criterion
would only hold on the average for the set of projectsin the program and not for each project. Thismay bea
sensible modification from an administrative standpoint, but seems to sacrifice efficiency by "socializing"
the costs of sustainability among all the projectsin aprogram instead of making each project bear its own
full marginal social opportunity cost -- a principle eloquently defended elsewherein their book.

12. Inany event it is not sufficient to say that sustainability isamacroeconomic criterion that isirrelevant at
aproject level, unless we are able and willing to limit the aggregate throughput of matter-energy (by
severance taxes or depletion quotas) to aflow volume that is within gross regenerative and absorptive
capacities of acountry. In this sense a macro approach to sustainability may be the best strategy. Since al
projects would have to pay the same prices, which then would reflect the cost of sustainability inthe
aggregate sense, there would be no cost in efficiency from socializing the costs among various projectsin a
program by non- price means. Also, applying the rules at a project level requires alot of micro level
information and interference.

13. Although the macro approach seems better from the point of view of a country applying a national
policy, the micro or project-level rules may be the more relevant from the point of view of adevelopment
bank that is committed to sustainable devel opment as a criterion governing its own lending, but which is not
in aposition to dictate national policies at the macro level. Of course imposing macroeconomic policiesasa
condition for making project loans, or lending directly to finance macroeconomic policy changeis exactly
what structural adjustment lending does. So one could indeed argue that sustainability ought to be treated
as amacroeconomic goal to be attained by structural adjustment, and not as a set of project- level
conditions. It could be argued that the proper way to treat sustainability is as a macroeconomic goal to be
pursued through structural adjustment or through macroeconomic conditionstied to project lending, rather
than as a characteristic of individual projects. Emphasisin this case would then shift from the project-level
guides to some analogous macro-level guides limiting the overall resource throughout to within the
regenerative capacities of the larger national ecosystem. Because the EA OD focuses almost entirely on
projects, thisissue is not analyzed further here. But it remains an important question for further reflection
and research.



