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I. INTRODUCTION 
 

A. Rationale for Review and Update of the ADB Safeguard Policy Statement 
 

1. The Asian Development Bank (ADB) is undertaking a comprehensive review and 
update of its Safeguard Policy Statement, 2009 (SPS).1 The update process has been 
initiated by ADB Management following a Corporate Evaluation of the SPS by ADB’s 
Independent Evaluation Department (IED), completed in May 2020 (IED Report).2 The 
update will build off the findings and recommendations of the IED Report, which ADB 
Management endorsed. The update will seek to modernize the policy, considering the 
changing development context and evolving developing member country (DMC) and 
client needs and capacities; as well as opportunities for greater harmonization with the 
policy principles and standards of other multilateral financial institutions (MFI). The 
update will consider the diversity of ADB lending modalities and operations, including 
the private sector, as well as requirements for different contexts such as fragile and 
conflict affected situations (FCAS), small island developing states (SIDS) and 
emergency assistance. Overall, the policy update will seek to strengthen safeguard 
implementation effectiveness and efficiency, in ways that will enhance beneficial 
safeguards outcomes for the environment and affected people.  
 

2. The revised safeguard policy is expected for ADB Board consideration in March 2023, 
following a process of further review, policy development and meaningful stakeholder 
engagement. To inform this process, ADB is undertaking a series of brief analytical 
studies.3 The studies will benchmark ADB’s current SPS against the policies of 
selected MFIs and briefly consider implementation experience.4 The studies will inform 
the development of the new safeguard policy and will be provided for stakeholder 
review and consultations. Initial summaries will be disclosed first to gather initial 
stakeholder views. The analytical studies themselves will then be updated and 
disclosed in full. Stakeholder engagement and consultation will have three main 
phases: (i) preliminary information and outreach on the overall approach for the policy 
update and stakeholder engagement plan; (ii) consultation on the analytical studies; 
and (iii) consultation on the draft policy paper. There will be multiple opportunities for 
stakeholder engagement, including regional consultations; “deep dive” sessions with 
ADB developing member countries (DMCs) and civil society organizations (CSOs); 

 
1  ADB. 2009. Safeguards Policy Statement. Manila. https://www.adb.org/documents/safeguard-policy-
statement  
2 Independent Evaluation Department. 2020. Evaluation Document: Effectiveness of the 2009 
Safeguard Policy Statement. Manila. https://www.adb.org/documents/effectiveness-2009-safeguard-
policy-statement 
3 The planned analytical studies are: 1. Policy Architecture; 2. Indigenous Peoples; 3. Resource 
Efficiency and Pollution Prevention; 4. Labor and Working Conditions; 5. Community and Occupational 
Health & safety; 6. Land Acquisition, Restriction of Access, and Involuntary Resettlement; 7. Biodiversity 
and Natural Resource Management; 8. Cultural Heritage; 9. Stakeholder Engagement, Information 
Disclosure, and Grievance Redress Mechanisms; 10. Lessons from Accountability Mechanisms; 11. 
Environmental and Social Impacts and Risks; 12. Safeguards in Fragile and Conflict Affected Situations 
and Small Island Developing States (FCAS/SIDS); 13. Country Safeguard System; 14. Climate Change; 
15. Safeguards in Different Financing Modalities; 16. Safeguards in Private Sector Operations; 17 
Sexual Orientation and Gender Identity and Expression (SOGIE). Additional studies may also be added 
where needed.     
4 The studies are intended to complement the evaluation completed by IED in May 2020 and will not 
duplicate IEDs work on the overall effectiveness of the SPS.  

https://www.adb.org/documents/safeguard-policy-statement
https://www.adb.org/documents/safeguard-policy-statement
https://www.adb.org/documents/effectiveness-2009-safeguard-policy-statement
https://www.adb.org/documents/effectiveness-2009-safeguard-policy-statement
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focus groups on specific topics; and consultations with people affected by ADB 
projects.5 
 

3. In moving towards a revised, new safeguards framework, the scope and architecture 
for the future policy was carefully studied through a comparative analysis of ADB’s 
current safeguards architecture with the safeguards frameworks of comparator MFIs, 
as well as emerging topics and cross cutting themes. This document provides a 
summary of the study undertaken to guide ADB in developing an approach on 
Environmental and Social Impacts and Risks Management. 
 
 

B. Independent Evaluation Department Review Findings on Environmental and 
Social Impacts and Risks Management 

 

4. The 2020 Independent Evaluation Department (IED) review of the SPS concluded that 

the overall approach to risk assessment and management in the safeguards processes 

is inconsistent with the current approach of comparator MFIs.  There is an imbalance 

between the assessment of environmental and social issues, and adaptive risk 

management, with relatively limited attention provided to social issues. Comparator 

MFIs are now considering social risks and impacts beyond resettlement and 

involvement of Indigenous Peoples. The evaluation concluded that there was also an 

imbalance in the management of how safeguards due diligence and client support. 

International good practice has moved to integrated environmental and social 

categorization and assessment, and adaptive risk management during 

implementation.  IED also observed that the requirement of ‘front-loaded’ safeguards 

procedures result in shifting the attention from putting in equal efforts for the 

supervision and tracking of safeguards outcomes. 

5. In addition to addressing both environmental and social risks and impacts in a more 

balanced manner, current good practice also includes consideration of a broader set 

of risk factors beyond project-induced direct and indirect impacts. Such broader risks 

include contextual and performance-related risks, and a more systematic analysis of 

the sensitivity of the project setting.  From a procedural perspective, the trend is to 

move from a three-tier risk categorization (such as ADB’s Category A, B, and C)6, to a 

four-tier structure (typically High, Substantial, Moderate, and Low risk). This allows for 

a more nuanced approach and better calibration of the due diligence and support. 

Related to this, MFIs have adopted a principle of proportionality, where requirements 

on clients as well as degree of effort and resources allocated by the MFI are 

proportionate to project risk, scale, and complexity. 
 

 

II. METHODOLOGY 
 

6. Objective. This report seeks to identify international good practice in the area of 
environmental and social risk assessment and management among Multilateral 
Finance Institutions (MFIs). It compares ADB’s SPS with the risk management 

 
5 Please refer to the ADB website and Stakeholder Engagement Plan for further details. 
https://www.adb.org/who-we-are/safeguards/safeguard-policy-review   
6 Note, ADB has 3 main safeguard categories – A, B, and C, plus a separate category for projects 
using financial intermediaries (FIs). 

https://www.adb.org/who-we-are/safeguards/safeguard-policy-review
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frameworks of other MFIs and proposes ways in which ADB can incorporate current 
and emerging good practice in its new policy framework. 
 

7. Methodology. The review is based on a desk study of publicly available information. 

The focus of the review has been on emerging topics and areas where there are 

relevant differences among MFIs, or significant differences or gaps between ADB’s 

2009 SPS and current international good practice. 

It is beyond the scope of this analysis to assess performance. The review has therefore 

referenced the 2020 IED evaluation of the SPS as a source for information on content 

of the SPS and ADB’s performance. Additionally, the review has compared ADB’s SPS 

with the policy frameworks of six comparator institutions: (i) Asian Infrastructure 

Investment Bank (AIIB); (ii) World Bank; (iii) International Finance Corporation (IFC); 

(iv) European Bank for Reconstruction and Development (EBRD); (v) Inter-American 

Development Bank (IDB); and (iv) IDB Invest. Among these comparator institutions, 

the IFC and IDB Invest work exclusively with private sector clients.  With few 

exceptions, the MFIs reviewed for this study and other MFIs have largely converged 

around a policy architecture consistent with the IFC Performance Standards. 7 This 

review has taken this ‘umbrella’ standard as the main benchmark for comparison 

between ADB’s 2009 SPS and current good practice. Specific topics are also 

addressed in other standards adopted by MFIs, such as attention to labor and working 

conditions (generally Standard 2) or stakeholder engagement (Standard 10 in the 

World Bank’s and the IDB’s frameworks), in addition to the older and more established 

standards or policies related to involuntary resettlement and Indigenous Peoples. 

Additionally, MFIs have incorporated some topics as cross-cutting risk factors without 

adopting a stand-alone standard for every topic. Examples include gender and climate 

change.8 The review has also considered these additional policies, standards, and 

cross-cutting themes. 
 

 
III. SUMMARY OF BENCHMARKING STUDY FOR 

ENVIRONMENTAL AND SOCIAL IMPACTS AND RISKS 
MANAGEMENT 

 

8. The review has made it apparent that in the years since the 2009 SPS was adopted, 

new and different good practice approaches have been adopted by other MFIs. While 

some aspects of these approaches are reflected in the 2009 SPS, however, there is 

room for clarity and refinement of these especially for aspects of risk assessment and 

management.  All MFIs have adopted one or another good practice element for risk 

management either through scope of environmental and social risk factors covered in 

the frameworks, or through environmental and social assessment processes. ADB has 

the potential to develop a modern, fit for purpose policy framework by selectively 

adopting good practice elements and reflecting lessons learned from different sources. 

Some of the areas where ADB has room for improvement are summarized below. 

 

 
7  Exceptions include the Asian Infrastructure Investment Bank. 
8  Among the comparator MFIs only IDB has a stand-alone gender policy. 
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A. Risk Assessment 

a. Risk Definitions and Factors 

9. Risk is the combination of the likelihood of occurrence of an adverse impact, and the 

severity or magnitude of that adverse impact if it does occur and there is room for 

improvement in how risks and impacts are defined and differentiated. A more 

systematic assessment of both severity and likelihood allows for prioritization of risk 

factors, with greater clarity and consistency in the degree of effort and types of actions 

applied towards risk management.  

10. Most MFIs simply list a series of factors without distinguishing clearly between risks of 

adverse impacts caused by a project, and risk in the operating environment. A more 

systematic and integrated environmental and social risk assessment approach may 

include consideration of the following risk factors: 

• A project’s ‘footprint’, in relation to scale, complexity and likely direct impacts. 

• Where information about project siting or likely direct impacts are unknown, 

consider inherent risk such as typical hazards related to occupational health and 

safety in different sectors, or likely differences in risk levels between for example 

an infrastructure project and a health project. 

• Vulnerability and sensitivity in the operating environment, such as risks to 

vulnerable and disadvantaged groups or individuals in the area and the presence 

of critical natural habitats. 

• Contextual risk factors, such as an operating environment characterized by poor 

governance; corruption; human rights issues; conflict in the operating environment 

over land, power, or other resources; or natural disasters and climate-related 

threats. 

• More indirect risk that the project may be associated with or contribute to, often 

related to third party actions, such as cumulative risk, elements of risk in a 

project’s supply chain; project-related labor influx; and increases in gender-based 

violence. 

• Performance related risks, related to the borrower’s capacity, resources, and 

commitment to address environmental and social issues. This may also include 

the performance of third parties, such as government agencies or other 

institutions whose functions affect the project. It would also include contractor and 

sub-contractor performance. 

b. Environmental and Social Assessment 

11. ADB’s 2009 SPS requires an environmental assessment. This does not preclude 

attention to social issues, but experience and the IED evaluation have shown that 

unless social issues are addressed explicitly both in terms of methodology and topics 

to be considered, the assessment process tends to be incomplete.  

12. Current practice emphasizes environmental impacts, rather than an integrated 

approach to environmental and social issues. Additionally, an EIA is typically defined 

as a specific study, often as a condition of project licensing before approval. Current 

good practice among MFIs is to require clients to assess risks and opportunities in a 
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manner that integrates environmental and social considerations. The new policy 

frameworks of comparator MFIs define the environmental and social assessment as a 

process throughout the lifetime of a project, rather than as at a point in time. Within 

this process there are several elements and milestones, such as early screening and 

scoping; ongoing and meaningful stakeholder engagement; and integration of 

environmental and social considerations in project design and planned 

implementation, with the objective of enhancing benefits and avoiding or mitigating 

risks of adverse impacts. 

 

c. Stakeholder Engagement 

13. MFIs are moving towards an integrated approach to risk assessment and management 

and the WB, EBRD and IADB have developed a standalone standard on stakeholder 

engagement that provides direction on how to integrate stakeholder engagement in 

the assessment process. As part of the policy update, ADB is considering a similar 

approach9. Risk assessment and management can be described as consisting of three 

pillars: assessment; consultation; and management. The assessment process will 

include an analysis of who the relevant stakeholders are, what the likely project 

impacts on different groups are; and how a meaningful engagement process is 

established to reflect and consider stakeholder views and concerns in project design 

and implementation. Stakeholder views and perceptions are important elements in a 

robust assessment and management process. 
 

B. Risk Management 

14. The risk categorization is done by the MFI, borrowers may have other risk 

categorization approaches, which may or may not be similar to the MFI categorization. 

The categorization determines the level of due diligence, oversight, and support by the 

MFI in individual projects, with implications for client actions and requirements. 

15. Risk assessment and management aspects are interrelated and mutually inform each 

other. A robust risk management system requires MFIs and to allocate attention and 

resources depending on which projects and activities pose more significant risks. 

Client requirements also vary with the degree of risk.  
 

a. Risk Categorization 

16. Different categorization schemes and systems have been used to establish tiers to 

distinguish and prioritize among risk levels, both in national legislation and in MFI 

policies and standards. ADB currently applies a three-tier risk categorization system; 

A, B, and C, with A being substantial or high risk, and C being low risk. This three-tier 

risk categorization is applied by ADB prior to a project’s approval. Although 

categorization may be updated during ADB project implementation, this does not 

always adequately capture different dimensions of risks and impacts or allow for 

calibration of efforts and requirements throughout the project cycle. 

 
 9  Stakeholder engagement is not described in detail in this note, but addressed through separate 

reviews and consultations in the ADB policy update process: Summary of the Analytical Study: 
Stakeholder Engagement, Grievance Redress and Information Disclosure (SEID). 

https://www.adb.org/documents/spru-analytical-study-summary-stakeholder-engagement-draft
https://www.adb.org/documents/spru-analytical-study-summary-stakeholder-engagement-draft
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17. MFIs including the World Bank and IADB in their recently updated risk categorization 

schemes, now apply a four-tier integrated risk classification approach. Risks are 

categorized into High, Substantial, Moderate, and Low risk. This rating is applied early 

in the project preparation phase and updated as needed based on additional 

information becoming available. It is also assessed and changed as necessary during 

project implementation. 

 

b. Managing Environmental and Social Risks 

18. For the effective management of risks a robust mechanism for managing and 

implementing the environmental and social risks and impacts assessment is needed. 

The mechanism covers adequate borrower capacity to address environmental and 

social issues throughout the life of the project, management support through 

resources- both staffing and financial, established procedures for decision-making, 

monitoring and review that are proportionate to the level of risk in individual projects.  

 

c. Risk Mitigation Hierarchy 

19. Good practice indicates that clients should apply a risk mitigation hierarchy to manage 

the risks and impacts projects may cause or contribute to. This refers to the systematic 

and stepwise process of considering and reflecting environmental and social risk 

factors in project design and implementation as part of a project’s overall decision-

making process. Going through the steps of the mitigation hierarchy, the risks of 

adverse impacts get successively reduced or compensated, with the objective of no 

net harm resulting from the project within a reasonable timeframe. 

20. The typical steps in the mitigation hierarchy include: 

• Identify and anticipate risks of potential adverse impacts, through analysis and 

stakeholder engagement. 

• Avoid potential adverse impacts, applying an alternatives analysis including a no-

project scenario. 

• Minimize or reduce the impacts, for example by reducing the physical footprint of 

a project through changes in design of civil works. 

• Restore or rehabilitate where possible, for example by providing alternative 

access to water sources that have been cut off by a project. 

• Compensate or offset remaining and unavoidable impacts, for example by 

providing resettlement assistance to displaced populations. 

21. The environmental and social assessment and management process needs to 

document how these steps are being applied, and then eventually confirm the 

successful compensation, assistance, or offset of any remaining or residual adverse 

impacts after reasonable efforts have been made to avoid and minimize risks, resulting 

in no net harm at a minimum, and ideally net positive benefits. 
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d. Roles and Responsibilities 

22. MFI risk management frameworks have attempted to distinguish clearly between MFI 

responsibilities, and the responsibilities of their clients. These are generally defined as 

separate and complementary, although there are aspects of the risk assessment and 

management process that may be undertaken jointly. Good practice would keep these 

roles separate not only in how responsibilities are defined, but also in where they are 

described: It is clearer and less confusing if procedural requirements or other 

responsibilities of the MFI and its clients are not inter-mingled in the same policy 

documents. IFC’s 2012 policy framework is a good example of this separation: the 

Performance Standards only address clients’ responsibilities. IFC’s own 

responsibilities, including risk categorization, due diligence process, and disclosure 

requirements are described in a separate policy document that applies to IFC staff and 

management, not to clients. 

23. Responsibilities should be clearly defined in relation to the nature of risk, and whether 

potential adverse impacts are caused or contributed to by a project, or whether the 

project is associated with risk factors in other ways, such as operating in an 

environment of pre-existing contextual risks. The potential severity and nature of risk 

factors will determine client and MFI responsibilities. As an example, adverse impacts 

fully attributable to a project will require the mitigation hierarchy to be applied in full, 

while risks involving third parties where the MFI or its clients have limited control and 

leverage will require a modified approach. 

 

e. Judgement and Flexibility 

24. Adopting a dynamic risk management system that emphasizes preparation, 

implementation and adaptive management requires judgment and flexibility as 

opposed to a rigid, procedural approach. Adopting such as system involves: 

• Dynamic risk management requires ongoing monitoring and adaptive management 

and recognizes that not all risks can be predicted or managed in advance. 

• Several risk factors need to be assessed and managed, these include those 

covered by the individual standards, along with an assessment of broader 

contextual risk factors such as operating environment, sector, and institutional 

aspects such as capacity and resources. This combination of factors and their 

dynamic nature reduces predictability. 

• Recognizing that technical skills are necessary but not sufficient for those 

responsible for environmental and social risk management. Judgment and flexibility 

will require experience and a practical, solutions-oriented approach. Capacity is 

needed to enable this.  

25. Key to a dynamic risk management approach is a better balancing between up-front 

requirements which have frequently been defined in procedural, document-centric 

ways, and a focus on achievement of results and outcomes during implementation. It 

should allow for flexibility and appropriate timing and sequencing of actions. The 

proportionality principle applies: Higher-risk projects will require more up-front effort 

than lower-risk operations. This may involve a larger number of actions undertaken 

before a project can be approved, along with more effort for each action, with 
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corresponding cost and time implications. High risk projects are also likely to require 

significantly more effort during implementation, not just during the preparation and 

approval phases of a project. 

 

f. Monitoring and Adaptive Management 

26. A dynamic risk management approach will require systematic monitoring of actions 

and outcomes during project implementation, based on robust baseline data and 

appropriate quantitative and qualitative indicators. Legal agreements will need to 

stipulate that changes in action plan and mitigation mechanisms should be considered 

if circumstances change, or if unexpected risk factors become relevant 

 

IV. KEY ISSUES FOR FURTHER CONSIDERATION 
 

27. ADB’s revised safeguards framework should integrate environmental and social 
considerations in a balanced manner. Some aspects of current good practice in risk 
assessment and management that may be considered can be summarized as follows: 

 

A. Integrated Classification and Categorization 
 

• Adoption of risk assessment and management defined as an iterative process that 

integrates analysis, stakeholder engagement and management decisions on an 

ongoing basis. 

• Integration of a broader set of risk factors, in particular social risk factors. 

Requirement for environmental and social risk factors to be considered and 

incorporated in how projects are designed, implemented, and managed. Distinction 

between different categories of risk, and how they affect each other. 

• Adoption of a more dynamic, risk-based categorization approach that is regularly 

assessed and updated as needed throughout a project’s lifetime. This could be 

based on a four-tier risk categorization approach, or by adding a risk assessment 

layer to the current three-tier risk categorization system.  

 

B. Managing Environmental and Social Risks 
 

• Adoption of an environmental and social assessment process, defined as ongoing 

throughout a project’s lifetime. 

• Adoption of a risk assessment and management approach that balances pre-

approval actions and requirements with actions during implementation. 

• Adoption of implementation mechanisms (systems) for managing project level 

social and environmental risks proportionate to the risks. 

• During design and implementation, apply a risk mitigation hierarchy for managing 

project risks and impacts of projects, while taking contextual, performance-related, 

and other risk factors into account. 
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• Adoption of a risk management framework that allows for flexibility, sequencing of 

actions, and application of judgment. 

• Allocation of budgets, staff resources, and client support based on project risk, 

scale, and complexity. 

 

V. NEXT STEPS 

28. This summary of the review and comparison of how ADB and comparator MFIs define 

risk assessment and management has been prepared material for consultations and 

consideration in the ADB safeguards policy review and update process. 

Feedback and advice received from external stakeholder consultations will be 

considered to update and finalize the full comparative study, which will contain 

recommendations for the form, structure and content of how ADB’s new policy 

framework will be structured. 
 




