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Executive Summary

The World Commission on Dams

Dams can contribute to development, but simultaneously have a major impact on ecosystems and livelihood assets of local people. In 1997, the IUCN and the World Bank initiated the World Commission on Dams (WCD) with the objective to formulate a set of recommendations on dams and sustainable development. The WCD launched its final report ‘Dams and Development: A new framework for decision making’ nearly three years ago. 

The main findings of the WCD are that dams have made positive contributions to human development. However, in too many cases the social and environmental price has been too high. Depending on the context, different alternative development options exist, including e.g. demand management, supply efficiency and other technical options. In decision making processes leading to the construction of dams, participation and transparency has been too late and too limited.

In order to assure that the costs and benefits of future dams are distributed equitably and effectively  towards poverty reduction and sustainable development, the WCD Report proposes 5 Core Values, 7 Strategic Priorities and 26 Guidelines. These guidelines are not meant as ‘strict’ guidelines, but need to be adapted to country-specific circumstances, using the WCD as a ‘back of the mind’ checklist.

WCD follow-up: Dams and Development Project

Since 2001, the follow-up process to the WCD is facilitated by the UNEP Dams and Development Project (DDP). Over the past years, a growing number of countries is engaging in multi-stakeholder dialogue processes to integrate relevant WCD recommendation into policies. There is a growing consensus on the 5 Core Values and 7 Strategic Priorities, and a continuing debate on the 26 Guidelines.

Lessons from the WCD follow-up process include:

· The most sensitive points within the WCD recommendations are a) the way the recommendations empower indigenous peoples and their right to prior informed consent, which is interpreted erroneously by some as a right to veto proposed initiatives, and b) the perceived infringement of the WCD on national governments’ sovereignty.

· Business as usual is likely to escalate risks, delays and costs of projects and to defer delivery of benefits. Besides financial risks, also livelihood and reputation risks are involved;

· Although the WCD recommendations focus on dams, they also are of significant relevance to other water-related large-scale infrastructure projects. 

· Following up on the WCD requires resources to cover for ‘up-front’ costs, i.e. financial resources should be made available in early project stages;

· If the WCD would be followed more stringently, the changes in approach will have consequences for Dutch and other development programs and the roles of different stakeholders in these processes.

Contrary to the general perception of great controversy and reluctance by developing countries to accepts the WCD, in daily practice some developing countries’ governments are taking action that build on the WCD.

In Nepal, the WCD report has become a valuable tool in negotiating terms and conditions for development of water resources. Recognising that the WCD provides a framework for democratic decision making and is process oriented, Nepal is now discussing the WCD recommendations to ultimately formulate guidelines that are adjusted to the local situation. 

The Government of India’s official position on the WCD is to politically oppose the WCD. This, however, obscures the fact that several Ministries and Departments take a much more favourable stance towards the WCD. WCD recommendations are actually being integrated in local regulatory frameworks. In fact, some of the rules and regulations go beyond the recommendations of the WCD. Example is that the State of Maharashtra now includes the stipulation that affected people should be the first recipients of any of the benefits of large-scale projects.

Meanwhile, it is increasingly recognised that in the process towards implementing the WCD in a country-specific context, multilateral and bilateral financing institutions and donors play a key role. In practice, many of the smaller recipient countries take actions according to the guidance of these institutions. Therefore, leading institutions such as the World Bank, the Asian Development Bank and the IFC, should not distance themselves from the WCD follow-up process, but set the tone by taking a more active position towards an open and constructive dialogue on the WCD Report. In fact, their choice not to engage in this dialogue is considered by many –recipient countries as well as private and development banks- as a signal that the WCD is not a factor to recon with.

2003: Renewed attention to dams

In 2003, the World Bank and the high-profile Camdessus Panel on Water and Infrastructure call for renewed attention to dams and other large-scale infrastructure projects. Both consider these as the only way to achieve the Millennium Development Goals and the targets set during the WCD. Instead of considering the WCD recommendations as a means to safeguard that these projects benefit the poor and lead to sustainable development, they have seemingly distanced themselves from the WCD.

WCD in the Netherlands: State of Affairs 

Focusing on dams, the main stakeholders in the Netherlands are Dutch governmental institutions, the financial sector, and environment and development oriented civil society organisations:

· The Dutch Government determines the legal and regulatory framework for dam-related activities. Dutch Government engages in dam development, either directly or indirectly as a financier, or as advisor or developer of dams. Therefore, it functions as a role model;

· Dutch development and private banks finance dams and dam-related activities and give expert advice on the financial backbone of dam projects;

· Dutch civil society organisations are concerned about the possible socio-economic and environmental impacts of dams and other large-scale infrastructure, facilitate a more active us of the WCD recommendations and support the development of innovative approaches to hydropower generation, irrigation and water storage. 

Currently, the WCD recommendations are considered by the Dutch financial institutions and the Dutch government on a case-by-case basis. Apart from the Directorate-General for International Cooperation (DGIS), no organisation actively promotes the use of the WCD report in dam-related development decisions. At the moment, no Dutch institution –private or public- has formally included the recommendations in its investment or public policies. 

Perceived impediments for a more intensive, pro-active use of the WCD recommendations include

· The report is often too controversial to be used in negotiations with partners such as clients and recipient countries;

· Despite the fact that the WCD indicates that there are alternative development options, these are not widely known;

· The Report is too complex, too wordy and does not relate directly to specific stakeholder groups;

· International and bilateral institutions have not taken clear leadership in bringing the WCD towards more concrete implementation. Rather, whereas they are considered by private banks as well as developing country governments as guides in defining sustainable development processes, they have not been able to define and implement a coherent position on the WCD. 

Perceived strengths include 

· The WCD process has been unique in the sense that it was an inclusive, bottom-up process;

· The WCD provides a check-list that allows for the implementation of a holistic approach to the development of large dams;

· The WCD has been able to develop and implement a transparent communication process;

· The WCD is unique in that it calls for prior informed consent of all stakeholders, thus empowering politically and economically marginalized groups.

The way forward

The WCD Expert Meeting organised on the 1st of October in the Netherlands shows that a significant group of public and private sector representatives is interested to take the WCD one step further towards implementation. In order to effectively bring the implementation of the WCD one step further, the proposal is to implement the following actions:

A. Inform ‘Partners for Water’ on the results of the Expert Meeting and propose to further the WCD implementation within the Dutch government;

B. Develop tailor-made guidelines and awareness raising and information materials for two different stakeholder groups:
I
Dutch government institutions;
II
Dutch financial sector. 

C. Analyse available options to large dams as well as case examples of national WCD follow-up dialogues to use as basic input in awareness raising and information materials;

D. Analyse the ways in which the WCD can be relevant for decision making processes in the Netherlands;

E. Continue multi-stakeholders discussions, focusing on specific issues (e.g. options assessment, role of the financing sector, sovereignty, etc.);

F. Continue to exert pressure on international institutions to synchronize their actions and take more leadership in the WCD follow-up process. 

Introduction 

Dams can serve a variety of purposes: energy generation, flood control, irrigation and water supply. The constitution of dams has a major impact on ecosystems and sources of livelihood of local people. The IUCN and the World Bank commissioned the World Commission on Dams (WCD) to come forward with a set of recommendations in response to such problems. In 2000, at the launch of the final report of the WCD, Dams and Development: A New Framework for Decision-Making, His Royal Highness the Prince of Orange indicated that 

‘These principles and guidelines need to be carried forward with a sense of urgency, to be used in practical settings where they are not seen as another set of restrictions, another bureaucratic impediment to effective action. Rather they can and must be used to improve existing, rather than add new, approaches and conditions.’

Although multi-stakeholder, international processes such as the WCD can bring significant advantages, ultimately advances in principles and practices must be translated into implementation at the national level and below. It is time to take stock and to see what role the WCD plays or can play in guiding Dutch development, environmental and investment policies. Global implementation of the WCD-recommendations calls for an action-oriented consultation process by all countries that ratified the Document. In the Netherlands, such a consultation process would reflect on current policies that are related to the WCD and should result in ways in which these could be modified to better reflect WCD recommendations. 

On October 1st, 2003, Both ENDS, NC-IUCN and WWF International convened a Dutch Expert Meeting to discuss the implications of the WCD for Dutch private sector and public policies, and to find ways in which different actors can best take the WCD recommendations one step further towards actual implementation. The Expert Meeting set out to see how the WCD can be used as a basis for better practices by Dutch actors in dams and other large-scale infrastructure development projects. 

This paper introduces the WCD and the position of Dutch stakeholders. It builds on interviews with relevant stakeholder representatives, and presentations and discussions during the Expert Meeting.
 It does not pretend to summarise or analyse the debate on large dams. Rather, it sets out to analyse the way in which the WCD can play a role in policies and activities of a range of Dutch actors, and proposes ways to further the implementation of the WCD guidelines by these same actors. Chapter 2 introduces the WCD and analyses recent international developments that indicate that the central discussion on dams, and thereby the importance of the WCD, will continue to be relevant during the coming years. Chapter 3 summarises WCD implementation in the Netherlands. Chapter 4 presents the main strengths and weaknesses of the WCD and thereby the major chances and challenges to its future implementation by Dutch stakeholders. Chapter 5 suggests a number of strategies that may lead to the implementation of the WCD by these same Dutch stakeholders.

WCD and follow-up activities

1.1 The World Commission on Dams: Main thesis and guidelines

The World Commission on Dams (WCD) was established in May 1998 in response to the escalating local and international controversies over large dams. By mandate it: reviewed the development effectiveness of large dams and assessed alternatives for water resources and energy development, and developed internationally acceptable criteria, guidelines and standards for the planning, design, appraisal, construction, operation, monitoring and decommissioning of dams. 

The 12 Commission members relied on extensive public consultation and pioneered a new funding model in which 54 public, private and civil society organisations helped finance the WCD process. A Forum with 68 members from 36 countries representing a cross-section of interests, views and institutions, was consulted during the Commission’s work. It was the first time that a mechanism had been created to bring all these diverse groups together.

The main activities of the Commission included:

· Analysis of the performance of existing dams;

· Identification of technical as well as institutional alternative development options;

· Analysis of key themes;

· Analysis of best practices in terms of decision making processes

1.1.1 Results of the WCD

The main thesis of the WCD

While dams have delivered many benefits and made a significant contribution to human development, in too many cases the price paid to secure those benefits, especially in social and environmental terms, has been too high and, more importantly, could have been avoided. Applying a “balance-sheet” approach to assess the costs and benefits of large dams that trades off one group's loss with another's gain is seen as unacceptable, particularly given existing commitments to human rights and sustainable development. 

In proposing a way forward beyond the prevailing conflicts, the Commission provides a new framework for decision-making based on recognizing the rights of, and assessing the risks to, all stakeholders. It encompasses the concept that those adversely affected should participate in the planning process and have a share in project benefits.  

Five Core Values and 7 Strategic Priorities form the core of the Commission's recommendations and a basis for dialogue at national and local levels. Twenty-six advisory guidelines support the Strategic Priorities. These guidelines are based on good practice from around the world. 

Despite the generic character of the Priorities and Core Values, dams should be judged on a case by case basis, and pass or fail according to the criteria and guidelines societies set for them. The WCD guidelines are not meant as ‘strict’ guidelines, but need to be adapted to country-specific circumstances, using the WCD as a ‘back of the mind’ checklist.

Five Core Values
:

1. equity,

2. efficiency,

3. participatory decision-making,

4. sustainability and

5. accountability

These five values run through the entire report and are the foci of concerns raised by the evidence presented in the Global Review. They are also aligned with the international framework of norms articulated in the UN Declaration of Human Rights that the Commission cites as a powerful framework of internationally accepted standards.

Seven Strategic Priorities, 26 guidelines

Seven Strategic Priorities form a framework for dialogue. They describe how to assess options and plan and implement dam projects to meet the Commission’s criteria. 

The 26 advisory guidelines add to the wider range of technical, financial, economic, social and environmental guidelines. They need to be considered within the framework of existing international guidance and current good practice, and are presented under the same sub headings as the Commission’s seven strategic priorities. 

Strategic Priority 1: Gaining Public Acceptance

1 Stakeholder Analysis

2 Negotiated Decision-Making Processes

3 Free, Prior and Informed Consent 

Strategic Priority 2: Comprehensive Options Assessment

4 Strategic Impact Assessment for Environmental, Social, Health and Cultural Heritage Issues

5 Project-Level Impact Assessment for Environmental, Social, Health and Cultural Heritage Issues

6 Multi-Criteria Analysis

7 Life Cycle Assessment

8 Greenhouse Gas Emissions

9 Distributional Analysis of Projects

10 Valuation of Social and Environmental Impacts

11 Improving Economic Risk Assessment 

Strategic Priority 3: Addressing Existing Dams

12 Ensuring Operating Rules Reflect Social and Environmental Concerns

13 Improving Reservoir Operations 

Strategic Priority 4: Sustaining Rivers and Livelihoods

14 Baseline Ecosystem Surveys

15 Environmental Flow Assessment

16 Maintaining Productive Fisheries

Strategic Priority 5: Recognising Entitlements and Sharing Benefits

17 Baseline Social Conditions

18 Impoverishment Risk Analysis

19 Implementation of the Mitigation, Resettlement and Development Action Plan

20 Project Benefit-Sharing Mechanisms 

Strategic Priority 6: Ensuring Compliance

21 Compliance Plans

22 Independent Review Panels for Social and Environmental Matters

23 Performance Bonds

24 Trust Funds

25 Integrity Pacts

Strategic Priority 7: Sharing Rivers for Peace, Development, and Security

26 Procedures for Shared Rivers
The Report does not state “large dams are bad” nor “large dams are good.” The Report shows how, where, when and why certain aspects of dams have performed for better or for worse and how decisions can be improved to generate sustainable development for all. 

1.1.2 Reactions to the WCD

The WCD used an inclusive, diverse, transparent and participatory approach to address what is one of the most contested aspects of water resources management.  Positive responses came from a range of governments, NGOs, international organisations, private sector companies and the international media. For example, the two initiators of the WCD process stated:

"The World Bank finds the Report a path breaking work, shares the core values and concurs with the need to promote the strategic priorities"

"IUCN strongly believes that the report provides an excellent "roadmap" from the present, often unsatisfactory, process to a more equitable and sustainable one." 

However, endorsements are far from unanimous. Concerns have been raised by water and energy agencies, professional associations and others. Some organisations felt the report was too negative, or “bleak” about past dams, and accordingly sets too “unrealistically high” standards for future dams. Other critics felt that, based on its evidence, the Report should have called for a moratorium on new dams.

While some groups have been critical of the viability, or acceptability of some of the recommendations, and some have said the report is ‘anti-development’,
 the Commission is clear that the decline in international finance and disputes over major projects will continue to make dams controversial until there is a sea change in the way dams are planned, designed and managed. It believes that only through mutual confidence building between the parties dams will remain a legitimate and viable response to meet societies’ needs: Development decisions should be taken with wider participation and accountability.

As WCD Chair. Kader Asmal concluded at the Final Forum: 

“In response to growing development needs, dams remain one important option. But to turn that option in to an ideological crusade – by either side and for whatever reasons – would not only fail, but pre-empt whole societies from making an informed choice, which is their sovereign and human right. We, the former Commission, cannot and do not make that informed choice. You can, and we hope you will.”

1.2 WCD Follow-up: UNEP Dams and Development Project

A final meeting of the WCD Forum took place three months after the report’s launch, for stakeholders to share their reactions on the report and plot a course for following up on the WCD. The meeting highlighted the divergent opinions about the WCD report in the stakeholder community. A minority of dam proponents declined to discuss the follow-up to the WCD at all, but the majority of the Forum members expressed their organisations’ willingness to adopt the recommendations to some degree. The Forum members agreed that, although dams would remain a bitterly contested issue, the WCD had created a precedent for opposing parties to begin a dialogue. The promise for implementation depends largely upon constructive engagement by civil society groups with governments, international agencies, and the private sector. 

Three months later, on 27 February 2001, after days of intense and extended discussion and debate, the 80 diverse participants of the final WCD Forum meeting agreed that the constructive spirit and momentum and work of the WCD should continue. They chose to seize the opportunity to address the many-unresolved disputes over development, and to that end, forged the Dams and Development Project to promote dissemination and facilitate the exchange of information.

Thus, following the presentation of the results of the WCD, the UNEP
 Dams and Development Project (DDP) was created to promote dialogue on improving decision-making, planning and management of dams and their alternatives based on the WCD core values and strategic priorities. The mandate of the DDP excludes it from taking positions or making judgements on individual projects or associated practices.

Building on the dialogue of the WCD and the core values and strategic priorities expressed in its report, the objectives of the Dams and Development Project (DDP) are to:

· support country-level, regional and global dialogues on the WCD report and the issues it addresses with the aim of engaging all stakeholders with emphasis on those not currently involved; 

· strengthen interaction and networking among participants in the dams debate; 

· support the widespread dissemination of the WCD report and the report of the Third WCD Forum, and make available other stakeholders' responses; and 

· facilitate the flow of information and advice concerning initiatives relevant to dams and development.

Lessons from the WCD follow-up process include:

· Main sensitive points within the dams-discussion and the WCD recommendations are the role of indigenous peoples and their right to prior informed consent, which is interpreted erroneously by some as a right to veto proposed initiatives. Another major impediment to implementing the WCD is that some consider the WCD as an infringement of national governments’ sovereignty.

· Business as usual is likely to escalate risks, delays, costs and defer delivery of benefits. Besides financial risks, also livelihood and reputation risks are involved;

· Although the WCD recommendations focus on dams, they also are of significant relevance to other water-related large scale infrastructure projects. 

· Following the WCD recommendations requires more resources to cover for ‘up-front’ costs, i.e. financial resources should be made available in early project phases;

· If the WCD would be followed more stringently, the changes in approach will have consequences for Dutch and other development programs and roles of the different stakeholders in these processes.

1.3 International processes related to the WCD 

1.3.1 Renewed interest for large dams in the international discourse

In 2000, during the 2nd World Water Forum, the World Water Vision presented its estimate that an additional 180 billion US dollar needs to be invested in the water sector in developing countries. The debate on how to invest such amounts of money and which management and decision models to implement, is closely related to the discussions on hydro-power, flood control, food production and fresh water provision. 

The Vision kick-started a renewed interest in the water sector and its role in poverty reduction and sustainable development. Its call for increased investment and private sector participation in the water sector, and in particular in large-scale infrastructure projects, has become a priority issue on the international political agenda, for instance during the G8 and WTO meetings. 

The renewed interest in large scale infrastructure is most vividly illustrated by two recent, highly visible policy documents: The new World Bank Water Resources Sector Strategy, finalized in February 2003 states in its Executive Summary: 

“Message #5: There is a large and increasing demand from the World Bank’s borrowers for lending and non-lending services related to water resources development and management. The ability of the Bank to respond has been mixed. On the one hand, on the very important “soft” side Bank engagement is growing, rapidly and effectively. On the other hand, for the many countries that need to make major infrastructure investments to complement Water Resources management reforms, the Bank often become a reluctant, unpredictable and expensive partner. To be a more effective partner, the World Bank will re-engage with high reward/ high-risk hydraulic infrastructure, using a more effective business model. […]”

Similarly, the high-level Panel on Financing Global Water Infrastructure chaired by former IMF President Michel Camdessus and commissioned by the Global Water Partnership (GWP), presented during the 3rd World Water Forum in March 2003 concludes that

“Multilateral financial institutions (MFIs) will be the pillars of the new water financial architecture. They should do everything to reverse the recent decline in their water lending and make every effort to expand their use of guarantees and insurance. They should overcome their reluctance to lend for water storage schemes.”

Whereas these high-profile documents call for increased attention of international financing agencies for large-scale infrastructure projects as essential measures to development water resources in developing countries, especially in Africa, neither of the two refers to the recommendations of the WCD. Rather, it seems that the World Bank and the Panel are distancing themselves from the WCD. 

1.3.2 Increased private sector involvement

In the present context of globalisation and privatisation, it is also relevant to consider the increasingly important role of the private sector in financing dams. If large dams have historically been supported by public funding and subsidies, financial constraints, performance problems and public opposition are now forcing countries to consider alternative institutional arrangements.

Large construction projects were previously financed almost exclusively by governments, with financial support from multilateral and bilateral aid agencies. Private contractors were not absent from the scene. Private companies based in Western Europe or the Unites States have long been responsible for the construction of hydropower schemes in the developing world, providing the necessary technological and technical know-how and equipment (e.g. turbines).

Donor funding restrictions started to be imposed on large infrastructure projects by the mid-1980s, either due to public image problems and/or to financial constraints. The World Bank, for example, funded 26 dams a year between 1970 and 1985, with annual lending at around US$2 billion (at 1993 rates); only 4 dams were supported a year in the 1990s. In developing countries, the availability of public funding for infrastructure projects has been further reduced by restrictions on public expenditure imposed through structural adjustment programmes. This trend reflects a broader shift towards private sector financing of infrastructure projects within both developed and developing markets. Since the early 1990s, private sector flows have overtaken public transfers as the driving force of economic change in Asia, Latin America and, to a lesser extent, Africa.

The involvement of private sector financing is a relatively new phenomenon: it is difficult to foresee the likely consequences of this process.

1.3.3 Dams and development

High disparities exist between industrialized countries, where hydropower is most intensely developed, and the former Soviet Union and developing countries whose annual technical exploitable potential is about 3,800Twh and 8,900Twh respectively. Three per cent of Africa’s technically exploitable potential is in operation, while North America, Japan and western Europe have each developed 50 per cent or more of their potential water storage capacity.

Although it is difficult to predict the level of economic development of present industrialized countries if they had not developed their hydropower potential, the role of dams in building modern economies cannot be ignored. Countries with the most dams are also the richest ones. 

In the absence of proven alternatives to address problems of water supply, food production and basic amenities, and because they have no choice, governments in developing countries are likely to continue to engage in large-scale hydroelectric projects. 

· The crux of the problem is how to assure that the decision making processes leading to the development of large dams can guarantee that future projects are pro-poor, environmentally and economically sustainable and distribute the costs as well as the benefits equitably amongst all stakeholders.

WCD in the Netherlands 

Based on a series of interviews, this Chapter provides an overview of the stated position of a selected number of Dutch stakeholders on the WCD, and the ways in which they have been considering the use of the WCD recommendations in their daily activities. 

1.4 Key Dutch stakeholder groups: Government and financial sector

Dutch Ministries of Foreign Affairs, Environment, Finance, Public Works and Economic Affairs. These Ministries are either directly or indirectly involved in the development, planning or financing of dams and other large scale projects. In addition, they determine the legal and institutional framework that determines/ inspires the ways in which other stakeholders act. The Ministry of Finance –in close cooperation with Gerling NCM- plays a key role in reinsuring Dutch Export Credits and investments. 

The WCD recommendations anticipate a pivotal role for national governments in implementation. In the Commission’s view, the good faith of all actors is required for negotiating acceptable outcomes. But above all, governments are required to create an enabling environment for such meaningful dialogues and interactions to occur. 

Apart from these Ministries, the Dutch Commission on Environmental Impact Assessment is a key player. Amongst others, the Commission gives independent advice on EIA and Strategic Impact Analysis in development cooperation. Its advice is sought by Dutch government organisations as well as international institutions such as the World Bank. 

Financial institutions, private as well as semi-public: In the past decades, financing of large dams has changed considerably. Several developments play a role in this process of change, including the on-going liberalisation of global electricity markets, the further internationalisation of commercial banking organisations and the development of global capital markets. This has led to an increased amount of private financing in hydropower projects, while traditional direct financing by host governments has declined.

Private banks play an increasing role in the financing of large dam projects, although mostly in combination with guarantees from ECA and multilateral development banks. Possibly more important than their direct financial contribution, are their skills in piecing together a variety of financial instruments into a financing plan. In almost every large dam project, a commercial bank is assigned as financial advisor to establish and negotiate the financing plan.
 

The Dutch development bank FMO is directly involved in the financing of the Bujagali dam in Uganda, a project which is currently stalled. 

At least two Dutch commercial banks have been involved in large dams since 1995
: 

	ABN Amro
	
	Level of influence*

	1995
	Bicerik dam, Turkey
	Moderate influence

	1999
	Three Gorges Dam, China
	Minimal influence

	2001
	Deriner dam, Turkey
	Strong influence

	ING Bank
	
	

	1995
	Bicerik dam, Turkey
	Moderate influence

	1997
	Ralco dam, Chile
	Moderate influence

	1999
	Three Gorges dam, China
	Minimal influence


*
Strong influence: The financial institution has such a strong financial relationship with the project, that it will be able to influence the project’s policies on its own
Moderate influence: The nature and extent of the financial relationship between the financial institution and the project is such that the financial institution can assert a certain influence on the project’s policies, especially when it joins forces with other financial institutions
Minimal influence: The financial relationship between the financial institution and the project gives the financial institution in theory some influence on the project’s policies, but because of the extent and nature of the financial relationship this influence is not of practical relevance.
Two reasons why financial institutions may be interested in the WCD recommendations: 

· Sustainability is important for business because social and environmental issues are increasingly becoming benchmarks by which businesses are judged. Businesses are affected by campaigners, the media, government and regulators, and risk higher costs and lost markets, bruised reputations and de-motivated or unwilling employees.

· Application of the WCD recommendations is likely to reduce risk in project execution: Local protests and disruptions of the implementation and operation processes may delay revenues. Demonstrated leadership in international best practice may result in becoming a business partner of choice for client governments or development agencies.

NGOs in developing as well as developed countries are concerned about dams because of degraded habitats, forced displacement of people, reduced fish stocks, reduced water quantity and quality, health impacts, reduced access to water, unsustainable agriculture, adverse economic and financial effects, etc. 

The three NGOs that have convened the Expert Meeting are supportive of the WCD process and findings and see it as a vindication of their concerns about dams. The WCD’s focus on multi-stakeholder involvement is particularly welcome. There is, however, concern about lack of follow-up and implementation. There is a certain degree of frustration with the reaction to the WCD of some countries and stakeholders. 

Apart from support for the WCD follow-up process and constantly pressing bilateral and multilateral agencies and national governments for concrete implementation of the WCD, NGOs and NGO networks are also actively engaged in developing concrete, practical and sustainable alternatives for river basin management, which often encompass viable options for large dams. The NGO strategy for the development of the Banas river basin in India is a case in point.

Banas Management Plan: A viable alternative? 

In response to extremely damaging and costly large-scale development projects, the Indian NGO Econet developed a comprehensive development plan for the Banas river basin. The plan combines dozens of centuries old, local and modern techniques of water management and ties them together into one integrated scheme, like a patchwork quilt. Apart from a study of the entire basin, Econet prepared a detailed management plan for three villages, which were located in different catchment areas of the river, each with their own specific social and physical characteristics. The variety of methods and solutions tested makes this approach also relevant for other areas. 

Essential to the Econet approach were:

·
intense participation of the local population

·
a plan based on the abilities and priorities of those who have to carry it out

·
optimal use of past and present local knowledge, management capacities and materials

·
maintaining the interdependencies between all ecosystems within the watershed

Compared to the performance of the largest dam in the area, the Sardar Sarovar Dam Project on the Narmada river, the results of the Banas River Basin Management plan are impressive. 

The Banas option is not only cheaper, but also benefits marginalized people in rural areas, and is ecologically sustainable. Although it has not been adopted by the Government of Gujarat, the Banas approach to river basin development has now been effectively used in the State of Maharashtra in Central India. 

Source: Both ENDS Encyclopaedia of Sustainability, 2000

1.5 WCD and Dutch Government institutions

No official Dutch policy exists with regard to the WCD. 

The different Ministries that may have an involvement in large dams hold a variety of views on the usefulness of the WCD recommendations.

The Directorate-General for International Cooperation (DGIS) of the Ministry of Foreign Affairs has financially supported the WCD, and continues this support today by financing part of the UNEP-DDP. In addition to this financial support to the follow-up process of the WCD, sector specialists at the Royal Netherlands Embassy in Viet Nam and Pakistan, in close cooperation with the national chapters of the IUCN, are involved in national consultations about the WCD.
Whereas the Ministry recognises that dams can potentially contribute to sustainable development, it does not finance any initiative that includes the development of large dams. Indirectly, through the multi-lateral channel- funds from the Dutch development cooperation budget may be used to development large dams. Thus, the Ministry insisted on the inclusion of the WCD recommendations in World Bank policy, especially the Water Resources Sector Strategy (WRSS). The final version of the WRSS does, however, not include such a reference.
Through its ‘Bureau Buitenland’, the Ministry of Transport, Public Works and Water Management offers water related expertise to foreign governments, in order to facilitate inter-university collaboration, the development of know how, and – in collaboration with the Ministry of Economic Affairs- to enhance Dutch business interests abroad. The Bureau is not involved in the development and planning of large dams in developing countries. 
Dutch experts have always held key positions within the International Commission on Large Dams (ICOLD). In recent years, the overall tendency of the ICOLD has been to return to a relatively hard-line, pro-dam position. Whereas the ICOLD has rejected the WCD report, many of the Dutch ICOLD members from the Ministry do consider the WCD results of value.
The Ministry considers the WCD report of relevance, especially because it emphasises the need for Social and Environmental Cost Benefit Analyses, which is considered as a  crucial tool in addition to EIA. In that respect, the Ministry tried to start a dialogue with the Ministry of Environment on the relevance of the WCD. Unfortunately, this initiative has not been followed-up. 
Whereas the WCD has not been integrated in any policy at the moment, the WCD may have relevance for current and future initiatives in the Netherlands, such as development of the Oosterschelde, the initiative Ruimte voor Rivieren (living rivers), the heightening and broadening of existing dikes, and cost benefit analysis of dikes. The WCD may also have relevance in relation to the European Water Directive.

The Ministry of Finance/GERLING NCM/ Ministry of Economic Affairs provide export credit insurances for Dutch companies or banks for export transactions among others tangible infrastructure projects. GERLING NCM can issue policies for transactions with a medium term (more than 2 years) repayment period on account of the Dutch Government. The ECA is meant to offer the exporting company an insurance in the sense that the ECA. The Dutch state will financially compensate the company or bank if it’s foreign client –be it a government or a private party - fails to pay. GERLING NCM has not as yet issued a policy for a dam project.

Since July 2001 the Ministry of Finance and GERLING NCM adopted an environmental policy. Application of the policy depends primarily on the size of the project, the industry sector and the vulnerability of the area. The environmental policy applies if Dutch exporting company/ies have a share in a transaction which exceeds 10 million euro. If this involvement is less than 10 million euro, but the project is perceived to be sensitive, GERLING NCM will nevertheless decide to review the project for environmental impacts.

The Environmental policy framework sets out under which circumstances GERLING NCM will have to undertake an environmental assessment. GERLING NCM undertakes the pre-screening, screening and review and has the possibility to employ the expertise of consultancy firms to undertake a in-depth environmental scrutiny whenever necessary. GERLING NCM advises the Ministry of Finance. 

National laws in the host country are to be adhered to. If Dutch cover is offered in combination with a World Bank-IFC loan/guarantee, GERLING NCM will follow their Environmental Policy. The Ministry of Finance – and GERLING NCM refer to World bank ODs and safeguard policies as well as a wider set of ‘guidelines’. The WCD is an example of the sort of guidelines GERLING NCM may wish to be taken into account.  

Dutch exporting firms and banks can submit an application form to GERLING NCM. If the application involves an export transaction exceeding 10 million euro, the applicant has to provide basic information. On behalf of the Ministry of Finance, GERLING NCM classifies applications relating to a project or a supply to a project with a total value of more than 50 M EUR as a A, B or C project. “A” projects require an EIA by an independent party; “B” projects require an Environmental Impact Statement (need not be by an independent party but should indicate the environmental impact in quantitative terms based upon analyses that has been carried out ). The scrutiny of the EIA or the EIS is undertaken by GERLING NCM or by a consultant bureau. If the project can not meet the standards – environmentally or financial - the application for an ECA is rejected by GERLING NCM. 

Once cover is granted, violation of the agreed standard or failure of the company to inform about changes with regard to the financial risk caused by non compliance with environmental requirements, may lead to the company losing its right to indemnity..

The Ministry of Finance, the Ministry of Economic Affairs and the Ministry of Spatial Planning, Housing and the Environment are currently conducting an evaluation of the Environmental Policy. Points of attention include: synchronisation with other national policies, standardisation within the OECD – notably with regard to issues of access to information and transparency vis a vis protection of company interests.

The Ministry of Spatial Planning, Housing and Environment (VROM) is involved in the dams discussion as the lead agency in the identification of projects in the framework of the Clean Development Mechanism. Currently, the Ministry is in a try-out phase of integrating the WCD recommendations in the CDM-related activities. At the moment, there are no concrete, practical experiences with the implementation of the recommendations. However, as soon as more practical knowledge is available, the Ministry will decide how to deal with the WCD guidance in its future policies and decision making processes.

On request of the DGIS, The Commission for Environmental Impact Assessment (MER Commissie) scrutinized the EIAs of several large dams, including Arun III (Nepal), Pak Mun (Thailand), Nam Theun II (Laos) and Bujagali (Uganda). The Commission's advice served as a basis for the position of the DGIS for instruction of the Netherlands Executive Director in decision processes within the World Bank and Asian Development Bank (ADB). In case of Nam Theun 2, the Commission took part in the International Advisory Group that evaluated whether the World Bank had complied with her own Operational Directives. 

When reviewing an EIA for a project, the Commission sets out to work as much as possible with the local authorities responsible for reviewing the EIA -often the Ministry of Environment-, to ensure that the EIA complies with Bank rules as well as fits the national legal framework.

During field visits, consultations are held with NGOs and other interest groups. 

Since the presentation of the WCD recommendations, the Commission has been involved in the review of the EIA-studies of the Bujagali dam. No specific reference is made to the WCD report as it was published subsequently to the Bujagali studies and the object of intense world wide controversy, and could therefore not be accepted as a widely recognized framework for evaluation. 

In general, the Commission does not use a fixed set of international guidelines as a review framework. It decides on a case-by-case basis which international guidelines are relevant and mentions these explicitly.

1.6 Dutch financial sector

The Netherlands Development Finance Company (FMO) is semi-government: 51% of FMO shares are owned by Dutch state, 49% by commercial banks and unions. 

FMO offers loans against commercial rates to companies and projects. It distinguishes itself from mainstream commercial banks by offering loans with long gestation periods in development countries, where commercial banks  are not prepared to do so. FMO enters often into joint financing with commercial banks, in which case FMO’s financing role will mitigate the financial risk for the commercial bank. Through this FMO mobilises private investments in developing countries to a multiple of its own investment FMO invests notably in infrastructure projects and projects that exceed 5 million euro. It also invests in local financial institutions, through which it reaches micro, small and medium enterprises.

FMO has been involved in the preparatory process for financing the Bujugali Dam. It used the WCD guidelines when it scrutinised the project. At the moment, however, the fate of this dam project is unclear. As a rule, FMO checks due diligence by employing World bank-IFC guidelines for environmental and social aspects and ILO conventions for labour issues. It classifies in accordance with WB classification (A,B and C categories). If an EIA required, FMO will conduct further research and impose additional conditions if initial EIA is found to be inadequate. 

Whereas IFC focuses on the aspects of a project for which it made funds available, FMO monitors the total project, on the basis of the terms agreed in the contract.

In addition, compliance is checked with reference to national legislation, UN conventions on human rights, action plans with deadlines, if included in the contract and annual reports, if included in the contract. Since 3 years FMO employs a social policy.
FMO prescribes its Financial Institution (FI) clients (some 50% of the FMO portfolio) to follow a course in the Netherlands on environmental management systems.

FMO has an agreement with the Dutch Commission for Environmental Impact Assessment (‘Commissie MER’) and DGIS that it can hire the services of the Commission and use its list of experts.

FMO expects the World Bank to take a more pro-active approach with regard to the WCD follow up. More specifically, the World Bank should indicate where the WCD adds to the Bank’s existing guidelines, support the development of a practical guide to the use of the WCD recommendations, and engage in a consultation on next steps re. the WCD. Furthermore, the World Bank should take the lead in communicating WCD results to other potentially interested parties.

ABN AMRO has formally not adopted the World Commission on Dams (WCD) guidelines as part of its financing and investment decisions, but uses them as a reference. The bank is aware of the environmental and social implications such projects can have. For that reason, arranging (project) finance for dam projects is subject to strict Environmental and Social Assessment.
ABN AMRO has strengthened its support to the business in dealing with environmental and social issues by expanding its Environmental and Social Risk Management Unit. 
The bank has adopted the Equator Principles (EPs) which are a voluntary set of guidelines developed by the group of banks for managing social and environmental issues related to Project Finance transactions above US$ 50 million. The banks that have adopted the EPs will apply the principles globally to Project Finance in all industry sectors, including mining, oil and gas, and forestry. The EPs are  based on the policies and guidelines of the World Bank and the International Finance Corporation (IFC). ABN AMRO undertakes to provide loans only to those projects whose sponsors can demonstrate to the satisfaction of the bank their ability and willingness to comply with comprehensive processes aimed at ensuring that projects are developed in a socially responsible manner and according to sound environmental management practices.

Projects will be categorized as A, B or C, using common terminology. Provided that almost all projects on large dams fall under the category A, high risk, these will require a thorough due-diligence by ABN AMRO.

SNS Asset Management (SNS AM) focuses on ‘best of class’ companies within specific sectors, as applied for it’s external clients and the SNS SeNSe fund. As such, SNS AM can be involved in large dams through its investments in companies registered at the stock exchange that are possibly involved in the development, financing or construction of large dams.
SNS AM has not included the WCD recommendations in its policies, as the guidelines are too specific and do not apply to the majority of the investment activities. If the WCD guidelines would have been included, SNS AM would have to consider the myriad of other guidelines ‘out there’ as well.
 This in turn would lead to a loss in control over and transparency of its overall activities. 
Meanwhile, the WCD guidelines have been integrated in the sustainability analysis that is the basis for the SNS AM sustainable investment strategy: According to the strategy, companies are screened on a number of about 170 sustainability criteria. The sum of their scores on these criteria indicates how a company performs in comparison to the rest of the sector. The WCD guidelines are integrated in the screening of companies pertaining to specific sectors. Other guidelines are dealt with in a similar way. 
The SNS AM cooperates regularly with civil society organizations –NGOs, research organizations, universities, governmental institutions, financial institutions etc. Cooperation varies, including consultation, research and advise. 
In case of some institutional clients, SNS AM embarks on an “engagement process”, dialoguing openly about controversial activities and suggesting ways to improve. Involvement in large dams is classified as an activity that would be included in such a process. 

It has not been possible to interview the ING: The ING states it is currently not involved in the development or financing of large dams. The following information is available from a recent investigation on the role of financial institutions in financing large dams.

ING formulated a corporate environmental policy in 1995. The following are relevant to dam issues:

· ING recognises that certain resources are finite and must be used responsibly. Therefore it pursues a two-pronged, internal and external, approach designed to promote environmental protection. Its external policy is aimed at anticipating developments in the environmental field related to commercial services, and the professional management of environmental risks. Internally, the policy is aimed at controlling any environmental burdens caused by ING itself.

· Wherever ING operates, it recognises that good relations with its local communities are fundamental to its long-term success. The Group’s community relations policy is founded upon mutual respect and active partnership, aimed at sustaining lasting and trusting relationships between the Group’s operations and local communities. […]

ING environmental policy focuses on internal environmental management and innovative ‘green’ products. ING is in the process of developing a set of Corporate Social Responsibility (CSR) statements for dealing with environmental, social and reputation risk. Natural resources and electricity generation are mentioned as industry sectors that will be subject to such CSR statements. In 2003, the ING became a signatory to the Equator Principles.

ING has not adopted the WCD guidelines, nor undersigned the OECD guidelines for multinational enterprises as these guidelines are addressed to governments, not to companies”. 

Perceived strengths and weaknesses of the WCD 

Dutch stakeholders identified a series of strengths and weaknesses of the WCD process and recommendations during the interviews. In addition to those listed by the interviewees, several others emerged during the Expert Meeting. 

	Weaknesses 
	Strengths

	The WCD recommendations are controversial and are not accepted as universal guidelines on decision and implementation processes related to large dams. 
	The process developed and implemented by the Commission: Interactive and participatory that prioritised the voice of the people directly involved. It has also maintained a holistic approach. 

	The WCD focused on the analysis of the negative impacts of large dams. The report does not include a thorough analysis of the positive contributions large dams may have. 
	The WCD recommendations is the only set of guidelines that consciously addresses the people directly involved in a large-scale project, and allows them to actively engage in the negotiation process.

	WCD did not take into account existing guidelines on large dams, and ignored the advice and documents of International Commission in Large Dams. This hampered the cooperation with ICOLD and has led to the forceful rejection of the WCD results by this international organisation. 
	The process embarked on by the Commission has been a state of the art example of the way in which conflicts around natural resources management should be addressed: Combine knowledge gathering with participation, consultation of local as well as other actors and transparency, and allow for negotiation between different stakeholder representatives.

	WCD may have given too little attention to country specific cultural contexts. By the Governments of some developing countries and other parties, the WCD is sometimes looked upon as a Western driven and imposed set of rules. This should have been avoided. 
	WCD presented a series of clear decision rules for complex socio-economic and environmental challenges and problems.

	The WCD tackles a complex set of problems and challenges at a supra-national level. This generic approach demands a translation to national levels. Here, a problem is that, although Governments may welcome the generic guidance, in a day-to-day reality they are not willing to implement it.
	Strong communication strategy, that assured transparency and made complex discussions accessible.
: 

	WCD recommendations are complex and cumbersome, and apparently add to the long list of existing guidelines and principles.
	Nowhere does the WCD report state that dams should not be built. In fact, it states that dams should be built, but after a set of preconditions are fulfilled. 

	WCD is not clear on alternative options: It is not possible to tell governments of developing countries that a dam cannot be built when no alternatives are presented. “It is one thing to find fault with the existing system. It is another thing altogether, a more difficult task, to replace it with an approach that is better.”

	The WCD report provides a logical set of criteria for large-scale infrastructure projects, not only dams. 

	Discussion on guidelines –be it WCD or otherwise- should not divert attention from actual implementation: In many cases, guidelines exist, but are not effectively implemented to assure sustainable development in the field. 
	


Notwithstanding the perception of the WCD being a controversial, some two developing countries’ governments actions are actually reflecting part of WCD recommendations: 

· In Nepal, the WCD report is a valuable tool in negotiating terms and conditions for development of water resources. Recognising that the WCD provides a framework for democratic decision making and is process oriented, Nepal is now discussing the WCD recommendations to ultimately formulate guidelines that are adjusted to the local situation. 

· The Government of India is indeed politically opposing the WCD. However, in real practice, the majority of the recommendations presented by the Commission are actually being integrated in local regulatory frameworks. In fact, some of the rules and regulations go beyond the recommendations of the WCD. Example is that the State of Maharshtra now includes the stipulation that affected people should be the first recipients of any of the benefits of large scale projects.

· An increasing number of countries is embarking on a dialogue process to analyse the potential contribution of the WCD to national policies, and if relevant adapt the WCD to national legal and regulatory frameworks.

2 The way forward

All Ministries, semi-government and private sector representatives interviewed, recognise that the WCD recommendations have a certain relevance for their work. However, none of the public nor private institutions has as yet formally adopted the recommendations of the WCD. 

The interviews and the Expert Meeting shows that a significant group of Dutch public and private sector representatives is interested to take the WCD one step further towards implementation. In order to effectively bring the implementation of the WCD one step further, the proposal is to implement the following actions

DDP experience shows that there is not blueprint for the implementation if the WCD recommendations on a country-level. Each country should design its own process, including all relevant stakeholders. In order to take significant steps towards an effective use of the WCD recommendations by Dutch actors, the following actions have been suggested:

A. The Dutch government has an important role to play in awareness raising among all stakeholders. In addition, its actions and policies function as a benchmark through its direct and indirect involvement in the development and financing of large dams. 
The appropriate platform to discuss the follow-up of the WCD in the Netherlands is Partners for Water. It is recommended to approach this platform to lead the dialogue towards the implementation of WCD recommendations within the Dutch government;

B. Develop tailor-made guidelines/ awareness raising and information materials for two specific stakeholder groups:
I
Dutch government institutions;
II
Dutch financial sector
A start can clearly be made to develop guidelines for the Dutch financing sector, as most participants representing that sector indicate interest in such a follow-up activities. Such guidelines could include: A description of the decision making process and the possible role of financiers in different phases of these processes; examples of alternative development options; a summary of costs and benefits related to large dams; examples of the implementation of the WCD process, and clear investment opportunities for commercial financiers.

C. Make better use of Dutch expertise in options assessment, and analyse available options to large dams, to use as basic input in awareness raising and information materials;

D. Analyse the ways in which the WCD can be relevant for decision making processes in the Netherlands. Alternatively, study the ways in which particular elements of the WCD are already implemented in decision making processes in the Netherlands, e.g. through tools such as EIAs and SIAs. At the same time, continue efforts to integrate WCD in policies that affect other countries;

E. Multi-stakeholders discussions should continue, but may be more effective if they focus on specific issues (e.g. options assessment, role of the financing sector, sovereignty, etc.);

F. As one of the major donors, the Dutch government should continue to emphasise the leadership role of international institutions such as the World Bank. The Dutch government, as well as other stakeholder groups, should continue to exert pressure on international institutions to synchronize their actions and take more leadership in the WCD follow-up process. This should include making available ‘cheap money’ that can support up-front, inclusive and transparent decision making processes. One of the ways to do this is to actively engage in monitoring participatory processes in which a key donor is involved.
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� His Royal Highness the Prince of Orange, Speech at the launch of Dams and Development: A New Framework for Decision-Making, London, Cabot Hall, 16th November 2000


� See Annex 1 for the Minutes of the Expert Meeting


� World Commission on Dams, Dams and Development: A new framework for decision making (London 2000), p. 199, 261 – 262 and 278


� See for example the Comments by ICID President B. Schultz that appeared in ‘Hydropower and Dams’: “In February 2001 the Presidents of ICOLD, IHA and ICID jointly wrote a letter to the President of The World Bank, expressing the tremendous concerns in their organisations about the report of the World Commission on Dams (WCD). The joint position of the Organisations was:


- we consider the WCD report as a useful document to generate discussion, but absolutely inadequate, as  it stands, to find the required sustainable solutions;


- we do not accept the unbalanced judgement on the role of existing dams;


- we consider the 26 guidelines as they currently stand unrealistic for application.”


� WRI, A  Watershed in global governance? An independent assessment of the World Commission on Dams (United States 2001), p. 112-114


� The United Nations Environment Programme (UNEP) hosts the Dams and Development Project. 


� World Bank, Water Resources Sector Strategy. Strategic Directions for World Bank engagement (February 2003), p. viii


� Report on the World Panel for Financing Water Infrastructure, Financing water for all (March 2003), p. 38


� Based on WWF International, A place for Dams in the 21st Century?. WWF International discussion paper, Chapter 5


� A recent in-house investigation by the Netherlands Committee for the IUCN indicates that Dutch construction firms are not involved in the construction of large dams. 


� AIDEnvironment and Profundo, The impact of financing large dams (Netherlands, November 2002), p. 7


� AIDEnvironment and Profundo, Policies and practices in financing large dams (Netherlands April 2003), p. 23-24 and 29-30


�  No interview could be arranged with the Ministry Agriculture, Fisheries and Nature (LNV).


� Personal communication. 


� SNS AM mentions some examples: ILO, Global Compact, GRI Sustainability Reporting Guidelines on Economic, Environmental and Social Performance ICC Business Charter for Sustainable development; CERES principles; Responsible Care, OECD, ISO14000, EMAS (environmental standard), SA8000 (social standard), AA1000 (safety and health standard), Guidelines for Environmental Management in Financial Institutions (Swiss Bankers Association), Equator Principles, World Bank guidelines, United Nations Guidelines (e.g. Consumer Protection - Elements on Sustainable Consumption), London Guidelines for the Exchange of Information on Chemicals in International Trade, Guidelines for Calculating Greenhouse Gas Emissions), CBD guidelines on Biological Diversity and Tourism (International Guidelines for Sustainable Tourism), Cadbury Code (recommendations on governance structures),


VBDO-guidelines for the transparency of sustainable asset funds.


� AIDEnvironment and Profundo, Policies and practices in financing large dams (Netherlands April 2003), p. 29-30


� The strategy has had one flaw: The Executive Summary makes it appear as if the decision processes of large dams are clear-cut, while in reality they are extremely complex.


� Keynote speech by Nelson Mandela at the launch of the WCD report, London 2000
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