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Susanna Moorehead 

Executive Director 

Office of the United Kingdom 

The World Bank 

1818 H Street NW 

Washington DC 20433 

USA       18
th
 March 2011 

 

Dear Susanna, 

 
COMMENTS ON MARCH 9TH DRAFT OF WORLD BANK FRAMEWORK AND IFC STRATEGY 

FOR ENGAGEMENT IN THE PALM OIL SECTOR 
 

Thank you for the letter from your alternate, James Stewart, of 11
th
 March 2011 replying to 

our letter to you of 2
nd

 February 2011. We also refer to the letter from Stephen O’Brien, 

Parliamentary Under Secretary of State for UK AID of 8
th
 December 2010, replying to our 

letter to the Secretary of State for International Development, Andrew Mitchell, of 1
st
 

October 2010. 

 

We have now been able to review the revised version of the World Bank Framework and IFC  

Strategy for Engagement in the Palm Oil Sector and have taken careful note of the changes. 

 

We do note some substantial improvements consistent with the comments submitted by us on 

the previous draft.
i
 We note the following: 

 

 Future engagement in the sector will now be conditioned on an adequate legal and 

regulatory framework being in place (see 4.2 paragraph 4)  

 Slightly stronger provisions are in place to ensure that the World Bank and IFC really 

do work together to make reforms and joint assessments and collaborate in project 

implementation.  

 Free, Prior and Informed Consent is now being considered but its adoption will 

depend on Board approval of the new IFC Performance Standards  

 Stronger methods are now contemplated on carbon audits (see especially page 47 

paragraph 3 and footnote)  

 It is somewhat clearer that projects causing ‘significant’ environmental damage or 

carbon emissions will be ruled out (Criterion 3 in 4.2.3)  

 The document says there is equivalence between IFC Performance Standard 6 and the 

notion of High Conservation Values as applied by the RSPO but in any case 

avoidance of damaging HCVs will be required under certification. While we have 

reservations about the effectiveness of PS 6, the recognition of the need to avoid 

damaging HCVs is an improvement.  



  

 The document recognises more clearly that the World Bank will only be involved 

where requested by the government but where it is not requested the IFC will be more 

cautious.  

 In Indonesia where the Government is not requesting help, IFC will just focus on 

developing services to smallholders  

 Projects with Financial Intermediaries will apply the Performance Standards and will 

‘likely’ be categorized as A or B  

 

Moreover the Annexes to the document provide other improvements: 

 

 Annex IV (page 59 last paragraph) includes a new section which concludes that the 

one of the main lessons from the World Bank's experience has been the difficulty of 

getting good results when the legal and regulatory framework is weak.  

 Annex VII, on the new Good Practice Note, while still weak on land rights has 

slightly stronger text on the need for plantings to avoid damaging critical habitats.  

 Annex XII, setting out the new Risk Screening Tool, now requires an additional check 

on relations between smallholders and IFC clients. (However, there are no 

improvements in the text on gender and land rights.)  

 Annex XIII contains quite a number of significant improvements:  

o There is new text on Indigenous Peoples which requires IFC clients to 

recognize indigenous peoples' customary rights and usage of lands and 

resources 'according to PS5 and PS7' (emphasis added). 

o A new paragraph on gender is also included 'in line with provisions in the 

proposed new PS' (which of course have not yet been adopted)  

o A new footnote mentions that these new PS will also encourage clients to 

carry out Human Rights Impact Assessments 'in high risk situations'  

o A paragraph about the Rainforest Alliance's SAN certification process has 

been removed (which we had critiqued as the SAN system is not equivalent to 

the RSPO)  

o There are major new requirements on the supply chain (pages 86-87). The 

weakness of these provisions is that they only apply 'when the client has 

control and/or leverage over its supply chain' a phrase which could be used by 

unethical clients to dodge their responsibilities (the main other omission is that 

it does not seem to require scrutiny of land conflicts and land rights issues).    

 

Reflecting on these changes, especially with reference to the UK AID letter of 8
th
 December 

2010, we feel there are still some areas which, we hope you will agree, need to be further 

improved. 

 

Referring to the July 2010 draft framework document, and responding to our critique of it, 

the UK AID letter of 8
th
 December 2010 from the Minister noted: 



  

 
 

We therefore suggest, in line with UK AID’s views, that the following textual amendments 

(additions in blue) be included in the new draft to ensure fair outcomes for communities and 

indigenous peoples affected by land acquisition in the expansion zones: 

 

 In the section on the Framework for World Bank Group we suggest an addition (on 

page 29 column 2 at the end of the first (incomplete) paragraph)  

 
Local communities and indigenous peoples’ customary rights in land must be secured for just 
land acquisition to proceed. 

   

 In the section on the IFC Strategy under Affected Communities and Indigenous Peoples 

the text (on page 46 column 2 first paragraph) should be augmented to read 

 
... an elevated form of consultation called Good Faith Negotiation, in addition to FPI 
Consultation. Clients are required to recognize and respect the full extent of local communities’ 
and indigenous peoples’ customary rights and usage of lands and resources. When the client is 
required.... 
 

 In Annex XIII the new text on the supply chain should include (page 86 column 2 

second paragraph): 

 
Risks and impacts in the trader’s supply chain will be assessed an documented where there is 
the potential for child/forced labor, significant safety issues, land conflicts or unjust land 
acquisition, and/or natural and critical habitats to be significantly adversely impacted by the 
client’s primary suppliers. 

 

We note that although the new text makes clear that Free, Prior and Informed Consent (FPIC) 

is now proposed under the new Performance Standard 7 (and see footnote 66 and Box 8 on 

page 46), the text does not address the fact that the RSPO standard, which the Framework and 

Strategy endorses, does indeed already require FPIC. We therefore suggest the inclusion of 

the phrase (page 46, column 2 first paragraph): 

 
....leads to broad community support, before presenting the project for approval to IFC’s Board. 
Clients undergoing certification are required to obtain the Free, Prior and Informed Consent of 
indigenous peoples and local communities whose titled and customary lands they seek to 
include in their operations. After Board approval of the project, the IFC.....   

 

Finally, we also note that whereas (on page 47) the text states that certification requirements 

are set out in Annex XIII, however in Annex XIII itself the text (on pages 84-85) only 

summarises the required processes of a certification system and says nothing about what 



  

should be the content of such a standard. The key elements of an acceptable certification 

system should be added here.  

 
 Commitment to transparency 

 Compliance with applicable laws and regulations 

 Respect for customary rights and just land acquisition 

 Respect for Free, Prior and Informed Consent 

 Commitment to long term economic and financial viability 

 Use of applicable best practices by growers and millers 

 Environmental responsibility, conservation of natural resources and biodiversity 

 Responsible consideration of employees or individuals and communities affected by growers 
and mills 

 Fair pricing and contracts with smallholders 

 Responsible development of new plantings 

 No clearance of HCV areas, primary forests and peatlands  

  
Thank you for your attention to these matters and we would be grateful for further 

clarification of HMG’s position on same. 

 

Yours sincerely 

 

 

 
 

Dr. Marcus Colchester  
Director 
 
 
 
 
 
                                                             
i Forest Peoples Programme and SawitWatch et al., 2011, The Face of the Future? Palm oil development and 

the International Finance Corporation – Comments by international and Indonesian indigenous peoples, 

smallholders and non-governmental organisations on the 6th January 2011 consultation draft, 6th February 

2011: http://www.forestpeoples.org/sites/fpp/files/publication/2011/02/joint-comments-wb-palm-oil-strategy-

face-future-feb2011-mc-eng.pdf  

http://www.forestpeoples.org/sites/fpp/files/publication/2011/02/joint-comments-wb-palm-oil-strategy-face-future-feb2011-mc-eng.pdf
http://www.forestpeoples.org/sites/fpp/files/publication/2011/02/joint-comments-wb-palm-oil-strategy-face-future-feb2011-mc-eng.pdf

