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Unfortunately, it appears that the
Bank has failed to take advantage
of this opportunity to strengthen
the resettlement policy and has
instead chosen to move in the
opposite direction.

nia Institute of Technology, a consult-
ant with a long history of experience
with World Bank projects has force-
fully argued that a standard of restora-
tion rather than improvement results
in impoverishment of the affected
communities.

“Unsatisfactory performance in
reestablishing resettlers at an
equal or better level of living still
persists on a wide and unaccept-
able scale.”

     In 1998, the World Bank’s Opera-
tions Evaluation Department (OED)
criticized the Bank’s failure to imple-
ment the purpose of development in
the context of involuntary resettle-
ment. The report recommended that
“the emphasis should shift from
restoring income levels, which suggest
stagnation at pre-dam lifestyles, to
improving income levels, which
brings the displaced into the develop-
ment process along with the project’s
primary beneficiaries.”

     Likewise, the International Com-
mission on Large Dams declared in a
May 1997 position paper on Dams and
the Environment:  “For the population
involved, resettlement must result in a
clear improvement of their living
standards, because the people directly
affected by a project should always be
the first to benefit.”5

     The draft O.P. 4.12 ignores these
recommendations. Instead of moving
towards a model that allows project-
affected people the right to develop-
ment, the draft O.P. 4.12 says “dis-
placed persons should be assisted in
their efforts to improve their liveli-
hoods and standards of living or at
least restore them, in real terms, to
pre-displacement levels or to levels
prevailing prior to beginning of
project implementation, whichever is

Policy Revisions
     In recent years, there have been
numerous critiques of the Bank’s
resettlement performance. Internal
reviews by the Environment Depart-
ment and the Operations Evaluation
Department; external critiques by
non-governmental organizations and
academics; the report of the Morse
Commission; and the findings of the
independent Inspection Panel have all
found serious policy violations by
World Bank staff, and many of these
reviews have made recommendations
for reform that would improve the
Bank’s performance.3

     As part of a general review and
reformatting of Bank policies, the
Bank has proposed replacing its
Operation Directive (OD 4.30) with
Operation Policy(OP 4.12).4  This
revision process could have offered an
opportunity for the Bank to correct
systemic problems and strengthen
implementation of this important
policy.  Unfortunately, it appears that
the Bank has failed to take advantage
of this opportunity to strengthen the
policy and has instead chosen to move
in the opposite direction, relaxing
standards required of the Bank staff
and borrowers, and limiting the rights
of affected people.

Improving Standard of Living

     The stated objective of the Bank’s
resettlement policy is that displaced
communities should benefit from
Bank-financed projects. The Bank has
historically failed to meet this policy
objective. Despite clear wording in OD
4.30 that resettlement “should be built
around a development strategy and
package aimed at improving or at least
restoring the economic base of those
relocated,” most projects result in a
dramatic decline in welfare for the
transplanted people. The hard lesson of
experience is that people whose lives
are completely disrupted do not easily
recover.

     The 1994 Bankwide Review of
Resettlement, published by the Envi-
ronment Department, found that
“Unsatisfactory performance in
reestablishing resettlers at an equal or
better level of living still persists on a
wide and unacceptable scale.”

     The Bank has taken the language
“improve, or at least restore” to mean
that it only has to aim for restoration of
pre-project standards of living, a
position that is reflected in the pro-
posed policy revisions. The most
egregious example of this relates to the
forcible displacement, and massacre,
of communities flooded by the Chixoy
Dam in Guatemala. The Bank has
asserted that its only obligation to
those who survived the campaign of
terror that was waged against the
community is to restore their income
to their pre-1976 (pre-project) levels.

     Many commentators have noted the
need for the Bank to move away from
an emphasis on restoration of liveli-
hood as the baseline requirement and
adopt instead a more positive, develop-
ment-oriented standard: improving the
quality of life of persons being dis-
placed. Thayer Scudder of the Califor-

         This paper gives a brief over-
view of some of the more critical
issues at stake in revision of the
World Bank resettlement policy.
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higher.”  This is a significant step
backward from both OD 4.30 and the
recommendations that emerged from
both internal and external studies of
the problem.

It is unacceptable for an organiza-
tion with a mandate for poverty
alleviation, and which claims to
promote the right to development,
to deny that right to persons who
make the most difficult sacrifices in
the name of development.

Land  vs. Cash Compensation
     The existing policy on resettle-
ment, OD 4.30, clearly states that:
“[p]reference should be given to land-
based resettlement strategies for
people dislocated from agricultural
settings” and that “the new site’s
productive potential and locational
advantages should be at least equiva-
lent to those of the old site.” The OD
also notes that “[e]xperience indicates
that cash compensation alone is
normally inadequate.”

The necessity of land-for-land
compensation and the inadequacy
of cash compensation have been
confirmed in the findings of every
World Bank review of resettlement.

     In the proposed revisions to the
resettlement policy, the Bank is now
trying to de-emphasize the necessity
of providing replacement land, and is
instead promoting cash compensation
as an acceptable alternative.  This
represents a significant change in
Bank policy, without justification and
in contravention of the findings of
experience.

      Thayer Scudder has noted that
“where farm land and access to
common property resources are lost or
reduced, household expenses follow-
ing resettlement are apt to be greater
than before . . . . Another reason why
loss of land is apt to leave households
worse off, is that such land is usually
passed on from generation to genera-
tion. The same is not the case where
cash compensation is provided or
where first generation resettlers obtain
jobs.”6

     The necessity of land-for-land
compensation and the inadequacy of
cash compensation have been con-
firmed in the findings of every World
Bank review of resettlement. Cash
compensation is generally not suffi-
cient to buy replacement land or
assets, particularly when land prices
rise in response to the demand gener-
ated by the project.

     The dilemma the land-for-land
issue poses is well-known to Bank
staff. Scudder concludes by pointing
out that “providing land equal to or
superior to that appropriated for
development is one of the most
important, and most difficult, require-
ments for project planners.”

     The proposed draft policy will
make life easier for project planners,
but far more difficult for project-
affected people.  Thus, OP 4.12
changes the standard and says “If
sufficient land is not available, non
land-based options built around
opportunities for employment or self-
employment should be provided in
addition to cash compensation for land
and other assets lost.” Historically,
such self-employment, income-
generation efforts that have been
added to resettlement schemes have
been completely ineffective at provid-
ing alternative income sources for
persons displaced from land-based
economies.

     This proposed policy change is a
significant step backward from the
existing policy, and it contradicts the
conclusions of the internal analyses
conducted by the Bank’s Operations
Evaluation Department and the
Environment Department.

Historically self-employment,
income-generation efforts that have
been added to resettlement schemes
have been completely ineffective at
providing alternative income
sources for persons displaced.

     It is unacceptable for an organiza-
tion with a mandate for poverty
alleviation, and which claims to
promote the right to development, to
deny that right to persons who make
the most difficult sacrifices in the
name of development.  The Bank
should heed the advice of internal and
external critics and adopt a standard
based on improving the quality of life
of displaced communities. The
affected people should be consulted
(and listened to ) early in project
design to determine their preferences
for how to achieve improvement in the
quality of their lives; they should also
be included in the quality of their
lives; they should also be included in
an assessment of whether such im-
provement has occurred.

      The 1994 Bankwide Review of
Resettlement found that “compensa-
tion provisions and property acquisi-
tion practices do not provide enough
resources to allow resettlers to pur-
chase replacement lands and other
assets.”

The Need for Avoidance
     The dilemma of insufficient
replacement land has been solved in
the past by forcing dislocated people
into crowded resettlement colonies
where they have few opportunities to



support their families over the long
term. An alternative approach would
be to avoid resettlement altogether.
The draft OP, however, de-emphasizes
the importance of avoidance.

     The World Bank should follow the
lead of the Inter-American Develop-
ment Bank’s approach to avoidance.
The IDB’s Involuntary Resettlement
policy states:

A thorough analysis of project alterna-
tives must be carried out in order to
identify solutions that are economically
and technically feasible while eliminat-
ing or minimizing the need for involun-
tary resettlement.  In examining the
trade-offs between alternatives, it is
important to have a reasonable esti-
mate of the numbers of people likely to
be affected, and an estimate of the
costs of resettlement. Particular
attention must be given to socio-
cultural considerations, such as the
cultural or religious significance of the
land, the vulnerability of the affected
population, or the availability of in-kind
replacement for assets, especially
when they have important intangible
implications. When a large number of
people or a significant portion of the
affected community would be subject
to relocation and/or impacts affect
assets and values that are difficult to
quantifyand to compensate, the
alternative of not going forward with
the project should be given serious
consideration”7 (emphasis in original).
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ness, a cultural resource, a community
network?  Attaching a monetary value
to the myriad losses faced by dis-
placed communities is an exceedingly
difficult task. How does one calculate,
for example, the value of future
opportunities that are denied, or lost
access to fishing grounds and commu-
nal hunting areas, and the other
materials that nature provides forest-
dwelling and other land-based com-
munities? World Bank resettlement
expert Michael Cernea argues that
“the standard cost-benefit method is
incapable of answering the economic
and ethical questions involved in
forced displacement.”8

Attaching a monetary value to the
myriad losses faced by displaced
communities is an exceedingly
difficult task.

affected land, plus the cost of land
preparation to levels similar to those
of the affected land, plus the cost of
any registration and transfer taxes.”

     Unfortunately, while the difficulties
of valuation would call for a precau-
tionary and hence more flexible and
generous approach to valuation, the
latest iteration of the Bank’s guidelines,
enshrined in the draft OP 4.12, appear
even less inclusive and more restrictive
than previous definitions. The existing
policy, OD 4.30, directs that “Dis-
placed persons should be (i) compen-
sated for their losses at full replace-
ment cost prior to the actual move . . .
. and assisted in their efforts to im-
prove their former living standards,
income earning capacity, and produc-
tion levels, or at least restore them.”
     In the new OP, in a footnote buried
in the draft’s Annex, the replacement
cost standard is redefined downward.
“with respect to land and structures,”
it says, “replacement cost is defined as
follows:  For agricultural land, it is the
pre-project or pre-displacement,
whichever is higher, market value of
land of equal productive potential or
use located in the vicinity of the

How Much is Enough? The
Problem with Compensation
Based on Market Valuation

     The Bank and project planners are
required to compensate resettlers for
their lost assets. How does one define
replacement costs for lost assets when
what is being lost is a home, a busi-

     What this means for the displaced
communities is the possibility of
having far too little money to afford
land comparable to the land they gave
up. First, land prices almost inevitably
rise in areas offered to the displaced
communities. As the 1998 OED
review notes, “land prices spiral
beyond all reasonable budget limits
when large numbers of resettlers take
unrestricted cash compensation
packages and compete for a limited
land pool.” Giving an individual or
community money for land based on a
valuation that predates this dramatic
price shift is a form of fraud, and can
lead to conflict between project
authorities and displaced people. It
also shifts the risk of rising land prices
to the people least able to bear that
risk - those who are already losing
their homes and livelihoods.

     As the American Anthropological
Association has noted in comments
submitted to the World Bank,
“[m]arket-based valuations, especially
those based on pre-project estimates,
do no reflect actual resource replace-
ment cost.”9

     The replacement cost definition
should reflect nothing less than the
actual full cost of replacement (not
pre-project market value), and should
be flexible and liberal enough to
include compensation for damages to
the community structure, cultural
resources, and support network that is
inevitable when people are uprooted
from their homes.

     A recent World Bank publication,
Voices of the Poor, correctly notes that
the community fabric and informal
web of social networks is the only
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insurance poor people have. When
that fabric is torn apart by resettle-
ment, market values will not ad-
equately compensate the displaced
people. Replacement costs must
therefore reflect these non-market-
based losses. The Bank should also
take more seriously its obligation to
avoid destroying the social fabric and
avoid projects that involve resettle-
ment.

When the community fabric is torn
apart by resettlement, market
values will not adequately compen-
sate the displaced people.

The Bank’s Ever-Shrinking
Responsibilities
     As primary lender and global
“expert” on development projects, the
World Bank has a significant influ-
ence over the policies and behavior of
borrowers, not only throughout the
individual project cycle but in all
development activities. As such the
Bank is in a position to carefully
monitor the myriad effects of its loans
on both the direct project beneficiaries
as well as those, such as the displaced
communities, whose lives are dis-
rupted by the dams, power plants and
other activities that constitute the
Bank’s lending portfolio.

     The Bank is also obligated to
ensure compliance with Bank policies
and guidelines during the design and
implementation of projects. The
Bank’s track record in exercising its
oversight responsibilities is negligent
at best. According to the 1998 OED
report, borrower governments’ “disin-
terest in [monitoring and evaluation]
activity”, is “undisguised and tolerated
by the Bank.” The report concludes
that “improved assessment of bor-
rower ‘ownership’ and capacity to
deliver on the objectives of the
resettlement policy emerge as a key
prerequisite of satisfactory resettle-
ment outcomes.”

borrower capacity and commitment
exists before authorizing projects that
involve resettlement. Acceptance by
the borrower of the Bank’s social and
environmental policy framework
should be a condition of Bank lending.

     This willingness to tolerate bor-
rower non-compliance echoes the
findings years ago of the Morse
Commission report on the Sardar
Sarovar dam on the Narmada river in
India. Often, it seems that despite
years of reviews of Bank and borrower
non-compliance, little progress has
been made in effecting change.
Meanwhile, millions more people
have suffered forcible eviction and
lost livelihoods.

removes all lan-guage about the
Bank’s role in oversight and monitor-
ing. And there is no discussion of what
consequences or remedies are avail-
able to the Bank should the borrower
renege on its obligations under Bank
policies.

World Bank support for the devel-
opment of laws and regulations
that protect the rights of people
suffering from development-in-
duced displacement should be a
priority for Bank staff and manage-
ment.

Eliminating Protections for the
Most Vulnerable
     OD 4.30 made clear that “Vulner-
able groups at particular risk are
indigenous people, the landless and
semilandless, and households headed
by females who, though displaced,
may not be protected through national
land compensation legislation. The
resettlement plan must include land
allocation or culturally acceptable
alternative income-earning strategies
to protect the livelihoods of these
people.” (emphasis added)

     Under the draft OP, only those who
have “formal legal rights to land” or
“a claim to such legal rights” are
allowed compensation for loss of land
taken for project purposes.  Those who
do not have a claim to legal rights
under the national land legislation are
“not entitled to compensation for loss
of land under this policy” (emphasis
added). The OP would afford protec-
tion only to those whose land rights
are recognized in the national system.
This will have the effect of benefiting
elites and dispossessing the more
vulnerable societal groups (such as the
landless and semi-landless, indigenous
groups, and in many countries house-
holds headed by women). Protection
for those not covered by the national
land legislation system must be
restored.  Removing such protection

     The Bank’s multi-faceted relation-
ship with its borrowers also necessi-
tates that the Bank take a proactive
role to ensure policy coherence in the
legal framework of its borrowers.
World Bank support for the develop-
ment of laws and regulations that
protect the rights of people suffering
from development-induced displace-
ment should be a priority for Bank
staff and management.

     Unfortunately, the draft OP lan-
guage further distances the Bank from
its responsibilities .  The draft OP

     The Bank must invest resources to
develop borrower capacity to meet
Bank policies, and it must ensure that

The OP would afford protection
only to those whose land rights
are recognized in the national
system. This will benefit elites
and dispossess more vulnerable
societal groups.
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represents a significant weakening of
the Bank’s policy which will likely
lead to the further marginalization of
vulnerable groups, such as tribals.
Again, this fundamental policy change
favors resettlement planners at the
expense of the affected people.

     The other sweeping change in the
Bank’s new guidelines is the clarifica-
tion of a distinction between “volun-
tarily” and “involuntarily” resettled
people and villages. The draft OP 4.12
denies World Bank support to those
people who are “voluntarily” resettled.

     The refusal to provide policy
protection for a class of people in this
manner is arbitrary and is likely to
have serious ramifications. First,
displaced people are displaced people,
and the likelihood of a “volunteer’s”
standard of living dropping is just as
high as that of a forced migrant. Even
worse, the redefinition is an invitation
to corruption and repression, because
it creates a formidable incentive for
governments and project managers to
categorize resettlement as voluntary
and thereby avoid having to comply
with any policy protections for the
displaced people. It is easy to imagine
project authorities requiring, for
example, that displaced people sign a
statement declaring that they gave
their consent to move “voluntarily” in
order to receive certain benefits. This
consent would, in turn, remove their
right to protection under the Bank’s
policy.

resettlement projects are required to be
part of a public record, the Bank has
argued that information about volun-
tary resettlement is the property of its
borrower and is not publicly available
without that borrower’s consent.

     The situation of the China Western
Poverty Reduction Project is illustra-
tive. The Bank has released virtually
no public information about the
planned treatment of 58,000 “volun-
tary” settlers or the 10,000  involun-
tarily displaced local people. Volun-
tary and involuntary resettlement
should meet the same policy stan-
dards, in terms of access to informa-
tion and also in terms of the substan-
tive and procedural rights of those
who are being displaced.

Missed Opportunities
     One final point deserves mention,
which is that the Bank’s proposed
revisions to the resettlement policy
have not reflected concrete steps that
could have been taken to correct
serious implementation failures. For
example, the Bank could have done
more to ensure borrower capacity and
commitment; could have strengthened
the linkage between resettlement and
the primary investment component of
projects; could have addressed the
issue of reparations for past harm; and
could have done more to advance the
involvement of affected communities
in decisions that so seriously affect
their lives.

     There are many other issues at
stake in the Bank’s revision of its
resettlement policy. CIEL has pre-
pared detailed comments, which are
available on our website.10  The above
summary is an attempt to summarize
the importance of these technical
policy issues to the lives of millions of
people around the world.
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