March 9, 2008

Ms. Katherine Sierra

Vice President, Sustainable Development
The World Bank

MC-4-409

1818 H Street, N.W.

Washington D.C. 20433

Dear Ms Sierra,

| am writing on behalf of the External Advisory Group (EAG) on the Implementation of
the World Bank forest strategy to formally inform you of the main conclusions and
recommendations emanating from our 8" meeting, held in Washington D.C. on January
14-15, 2008. | look forward to your reactions. Consistent with past practice of the EAG,
we request the Bank make this letter available to the public.

This is a critical moment for the World Bank’s engagement with forests. The recent
global consensus about the urgent need to reduce carbon emissions resulting from
deforestation and forest degradation and the Bank’s decision to play a leading role in
that effort have greatly raised the profile of forests within the Bank, and indeed globally.
President Robert Zoellick's recognition that global public goods such as forests must be
genuinely mainstreamed within the Bank's regular operations has re-enforced that.
These shifts have opened up new opportunities for the World Bank and its partners to
make progress on forest-related issues that heretofore appeared intractable. The EAG
welcomes the Bank's renewed willingness to take on forest issues and is convinced that
success in these efforts would boost the World Bank's image and credibility.

At the same time, the recent critical report by the Inspection Panel about the World
Bank’s work on forests in the Democratic Republic of Congo (DRC) and the
controversies surrounding International Finance Corporation (IFC) loans to forest
processing facilities and other investments that might affect forests highlight the risks to
the Bank's reputation of engaging in activities that impact forested areas if these do not
meet the basic standards of best practice outlined in the Bank’s safeguard policies.
Clearly the Bank's increased attention to forest-related issues has made the stakes
higher than ever.

Follow-up on previous evaluations and recommendations:

The main measures required to improve the World Bank's performance related to forests
and the implementation of its 2002 forest strategy have been repeatedly noted by
previous evaluations, consultations, and statements by the EAG. These include: 1)
Investing more in World Bank staff focused on forests, 2) Doing more forest-related
Economic and Sector Work (ESW) linked to Bank operations, 3) Focusing more on
livelihood and poverty issues in Bank forest operations, 4) Improving the way forest
issues are addressed when preparing and implementing Development Policy Loans
(DPLs), 5) Applying appropriate safeguards for IFC loans to forest processing facilities,
6) Improving the guantity and quality of attention to forests in the Bank's regular planning
instruments such as Country Assistance Strategies (CAS), and 7) Creating new
incentives for Bank regional Vice Presidents, Country Directors, and Task Managers to
implement the Bank's 2002 forest strategy.






