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Washington, March 23, 2011

Dear members of the Board,

We are writing to inform you about a number of critical issues in the new draft World Bank/IFC
Palm Oil Sector Strategy that remain unaddressed since the last version of this Strategy was
circulated. Consequently, we kindly ask you to raise these concerns and recommendations at the
Board discussion in order to ensure that further harm through World Bank and IFC projects in the
sector be avoided in the future. We believe the Palm Oil Strategy is of particular importance, not
only in itself, but also because it will set an important precedent for World Bank Group
engagement in the broader agriculture sector.

The new draft document contains some candid assessments and lessons learned, however the
policy language and criteria remain vague in key areas and need to be strengthened in order to
avoid project failure and far-reaching social and environmental impact. Consequently, we attach
our previous comments submitted to the IFC on February 7, which include highlighting the lack
of clarity around what the IFC would do in terms of investment in countries where governance
remains weak. This and other key points have not yet been addressed in the revised version. We
also attach a brief joint NGO critique on the new draft Performance Standard (PS) 6, since the
palm oil strategy makes repeated reference to it, yet PS 6 as currently proposed is a serious step
backwards from the previous version.

Main concerns and recommendations:

1. Protecting natural forests and peatlands from deforestation and degradation
The strategy states (page 46):
“Consistent with the requirements in Performance Standard 6, IFC will avoid investments in
which primary forest has been cleared specifically for the purpose of the palm oil expansion
under consideration”

It further states:
“As an example, IFC would not support any oil palm project that would convert high carbon
stock peatlands, due to their eco-system services, as well as high carbon and or high biodiversity
value. Similar considerations would apply to high carbon stock primary tropical forests.”

a) Performance Standard 6 as currently proposed, contains no such provision, in fact it does not
protect critical habitat from harmful intervention, as indicated in the civil society statement from
March 3. Instead, it allows for projects to go ahead in any natural habitat, including natural
forests, as long as there is a “net gain” in biodiversity. A “net gain” can be achieved by offsetting
the damage done by the project through support for measures elsewhere. The reference to PS 6 in



the Palm Oil strategy is therefore not suited to prevent the further destruction of peatlands and
natural forests.

b) The strategy is not clear about putting all peatland off limits, despite the huge greenhouse gas
emissions that result from its clearance.

c) The strategy refers only explicitly refers to primary forest despite the fact that secondary
forests can also be important carbon stores and be vital for biodiversity conservation and
community well being. The Roundtable on Sustainable Palmoil (RSPO) has already recognized
the importance of forests other than primary forests for their biodiversity value during its General
Assembly in November 2010.1
We therefore reiterate our previous recommendation that the IFC commits to

Not to support any oil palm project or company that contributes to the deforestation of
peatlands - regardless of depth - and natural forests.

And

It will therefore be important to establish a carbon threshold above which land should not be
developed for palm oil. For example, The Indonesian National Development Planning Agency
(BAPPENAS), established a carbon threshold of below 35 tC/ha for land suitable for low
carbon development in the Indonesian REDD+ National Strategy Draft from October 20102.

Furthermore since our previous submission, Sinar Mas/Golden Agri Resources (GAR), the largest
palm oil producer in Indonesia, has adopted a new Forest Conservation Policy (FCP) that is more
ambitious than the current IFC strategy, and includes:

- a commitment not develop plantations on high carbon stock forests (to do this they have set a
provisional threshold of 35 tonnes of carbon per hectare pending field testing)
–no plantation development in high conservation value forest areas
–no development on peatlands (this is regardless of depth)
–free, prior and informed consent from indigenous and local communities
–compliance with all relevant laws and National Interpretation of RSPO Principles and Criteria3

The IFC should not adopt a policy that is weaker than standards that parts of the industry
have already adopted.

2. Criteria for rights of Indigenous Peoples and local communities
The project criteria in the guidance note mention legal land rights for smallholders and
companies, but contains nothing about the rights of affected local communities and indigenous
peoples who are not involved in palm oil production.

                                                          
1 http://www.rspo.org/?q=content/rspo-position-statement-non-primary-fores
ts-can-include-high-conservation-values

2 Land for low-carbon development should have <35tC/ha; land with potential to store >100tC/ha should be
protected. Source: Nastra REDD+ (2010): 41

3 http://www.goldenagri.com.sg/110209%20Golden%20Agri-
Resources%20Initiates%20Industry%20Engagement%20for%20Forest%20Conservation.pdf



A criterion should be added to the guidance note to ensure that indigenous and customary
land rights are secured and recognized, that there are no outstanding land conflicts in the
project area and that accessible, functioning recourse/grievance mechanisms exist to resolve
potential conflicts.

3. M & E: Measuring outcomes and impacts  (page 36)
Indicators for outcomes and impacts for pillar 1 “enabling regulatory environment” are still
underdeveloped. The 3 very general indicators will not allow measuring the impact of projects
and programs. In contrast to, pillar 2 on mobilizing private sector investment contains 9 very
specific indicators.

As we have stated on a number of occasions during the consultation process, measures to improve
or create an adequate and functioning regulatory environment must precede the deployment of
large-scale investment.

Indicators for Pillar 1 “enabling regulatory environment” should be further specified.
Possible indicators include: implementation of Indigenous Peoples’ rights, land tenure
security, existing land related conflicts, clear and transparent procedures of concession
allocation, law enforcement, existence of a accessible, functional grievance/recourse
mechanisms.

Further, the 4 pillars seem insufficient to address the necessary scope of effective M & E, as there
are currently no environmental indicators on biodiversity, deforestation and climate in the
framework. These should be added.

4. IFC’s Risk Screening and Assessment Tool (Annex XII):
The column on client screening needs further work: A question like “does the client have a sound
reputation” cannot be objectively assessed. Criteria should include, has the client been involved
in any illegal activities, infractions of the law? Has the client acquired all of its permits in
compliance with legal procedures? What is the client’s record in community relations, respect for
human rights, environmental excellence? Is or has the client been involved in activities (outside
the project area) that involve deforestation or degradation of HCV forests, peatlands or other
valuable natural habitats?

We sincerely hope that the above mentioned concerns as well as our previous comments will be
taken into consideration before the strategy is approved.

Sincerely

Susanne Breitkopf


