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Executive summary

In Rus sia, oil and gas sec tor de vel op ment poses ir re vers ible dam age
to the en vi ron ment. The So viet her i tage of ex ten sive poorly main tained
in fra struc ture, bad op er a tional prac tices, high level of cor rup tion, lack
of con trol over com pli ance with en vi ron men tal stan dards, and tra di -
tional lack of at ten tion to en vi ron men tal prob lems en hance this dam -
age. Due to the high sig nif i cance of the oil and gas sec tor in the
econ omy and so ci ety, suc cess ful func tion ing and growth of the oil and
gas in dus try are con sid ered cru cial for the whole coun try, which makes
fu ture ex pan sion of oil and gas ex trac tion un avoid able. 

In light of Rus sia’s in abil ity to ad dress the en vi ron men tal prob lems
caused by mas sive oil and gas field de vel op ment, the in volve ment of
mul ti lat eral de vel op ment banks (MDBs) in the oil and gas sec tor is of
high im por tance. This study as sesses the ef fects of the In ter na tional
Bank for Re con struc tion and De vel op ment (IBRD), In ter na tional Fi -
nan cial Cor po ra tion (IFC) and Eu ro pean Bank for Re con struc tion and
De vel op ment (EBRD) sup port to oil and gas ex trac tion ac tiv i ties in
Rus sia. 

On the one hand, ap pli ca tion of high in ter na tional stan dards, en vi -
ron men tal re quire ments and good in dus try prac tices by the IBRD, IFC
and EBRD in crease the ef fi ciency of oil and gas op er a tions. On the
other hand, fi nanc ing of new large-scale ex trac tion pro jects, un cer tain -
ties in banks’ en vi ron men tal pol i cies, pro ce dures and guide lines and
their in ad e quate im ple men ta tion in prac tice give rise to sig nif i cant en vi -
ron men tal prob lems.

The com par a tive anal y sis of the IBRD, IFC and EBRD pol i cies
made in the study re veals ma jor de fi cien cies that grow into en vi ron men -
tal prob lems in Rus sia, while the two case stud ies on the Komi Re pub lic
and Sakhalin sup port these con clu sions.

The main de fi ciency is the ab sence of a spe cific pol icy on oil and gas
that ad dresses en vi ron men tal prob lems and in cludes mea sures to mit i -
gate them. The fail ure to have a spe cific pol icy of ten leads to a dis par ity

3

Executive Summary



be tween the banks’ stated en vi ron men tal ob jec tives and the ac tual im -
ple men ta tion of these ob jec tives in oil and gas pro jects in the coun try.

The pro ce dure of pro ject cate gori sa tion is also prob lem atic and al -
lows for vari a tions and in suf fi cient as sess ment of im pacts. The ab sence
of strict and clearly for mu lated re quire ments for en vi ron men tal ca pa bil -
ity and fi nan cial re spon si bil ity of the op er at ing com pany may lead to
sup port of com pa nies with low en vi ron men tal per for mance who are un -
able to com pen sate for the dam age. In suf fi cient cov er age of mon i tor -
ing/su per vi sion over com pli ance and re li ance on the pro ject spon sor
to gether with lack of en force ment cause a de crease in the sup posed pos -
i tive tran si tion im pact in the coun try.

The study pro poses rec om men da tions which would strengthen the
ef fec tive ness of the ex ist ing banks’ pol i cies and en sure better en vi ron -
men tal per for mance and, thus, more sus tain able MDB in volve ment in
the Rus sian oil and gas sec tor.
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Introduction

The Rus sian Fed er a tion pos sesses abun dant de pos its of nat u ral re -
sources in clud ing large stocks of fuel min er als. His torically, the coun try
has been one of the ma jor pro duc ers of oil and gas pro vid ing a sig nif i -
cant share of the sup ply to the world’s mar kets. The whole Rus sian
econ omy still re mains ori ented to ex port of these fos sil fu els that bring
the coun try most of its hard cur rency earn ings. Re gard ing the eco nomic
dif fi cul ties cur rently fac ing the coun try, the oil and gas sec tor has posted 
rel a tively suc cess ful per for mance in com par i son with the other sec tors;
there fore, it is likely to gain even more power than it had be fore the tran -
si tion pro cess. In ad di tion, the oil and gas sec tor has pro vided a large sta -
ble rev e nue flow ing into the coun try’s bud get.

How ever, the fu ture pos si ble ex pan sion of oil and gas pro duc tion
and de vel op ment of new fields in re mote parts of Rus sia will have a
strong neg a tive im pact on the en vi ron ment. The sit u a tion is com pli -
cated by the fact that the So viet times have left a her i tage of en vi ron -
men tal deg ra da tion in many oil pro duc ing re gions while bad op er a tional
prac tices, lax com pli ance with en vi ron men tal stan dards, ab sence of
mod ern en vi ron men tally-friendly tech nol o gies and use of out dated
leak ing in fra struc ture have char ac ter ised the oil and gas in dus try to date.
The lack of in vest ment pre vents the Rus sian oil and gas sec tor from ad -
dress ing the ex ist ing en vi ron men tal prob lems that are ac cu mu lat ing as
time passes by.

Over the last de cade, a sig nif i cant in flux of for eign in vest ment in oil
and gas field de vel op ment has been ob served from MDBs, with the
EBRD and the World Bank Group (In ter na tional Fi nance Cor po ra tion
and In ter na tional Bank for Re con struc tion and De vel op ment) most ac -
tively par tic i pat ing in oil and gas op er a tions. Taking into ac count that
de vel op ment agen cies aim to pro mote sus tain able de vel op ment, with
their par tic i pa tion in op er a tions it would be log i cal to ex pect ad dress ing
of the ex ist ing en vi ron men tal prob lems and in tro duc tion of sig nif i cant
im prove ments in the en vi ron men tal qual ity of per for mance. How ever,
de spite the com mon Rus sian per cep tion that the World Bank and
EBRD op er a tions are ben e fi cial to the en vi ron ment, the econ omy and
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so ci ety, the real im pacts of their in volve ment in the Rus sian oil and gas
sec tor have proved to be con trary.

It should be pointed out that while the en vi ron men tal con se quences
of MDBs’ ac tiv i ties have been thor oughly ex am ined and critiqued in
West ern and East ern Eu rope, in Rus sia this is sue re mains un der stud ied,
per haps be cause of the high pri or ity of eco nomic de vel op ment and the
low pub lic par tic i pa tion. The ex ist ing lit er a ture on MDBs’ op er a tions in
the Rus sian Fed er a tion is lim ited to eval u a tion of sev eral op er a tions car -
ried out by some non-governmental or gani sa tions (Greenpeace-Russia,
Socio-Ecological Un ion, Sakhalin Watch) with out con sid er ation of the
gen eral banks’ ap proach to oil and gas de vel op ment. There fore, there ex -
ists a need for study of MDBs’ oil and gas-related goals, pol i cies, pro ce -
dures and guide lines that de ter mine the banks’ be hav iour re gard ing oil
and gas de vel op ment as well as their real im ple men ta tion in prac tice in
Rus sia. 

The main ob jec tive of the pres ent work is to ana lyse the en vi ron men -
tal im pli ca tions of MDB in volve ment in the Rus sian oil and gas de vel op -
ment on the ba sis of en vi ron men tal pol i cies/pro ce dures and their
ap pli ca tion in prac tice, and pro vide rec om men da tions for pos si ble im -
prove ments of the sit u a tion. This aim is achieved through the im ple men -
ta tion of the fol low ing ob jec tives:

• conduct comparative analysis of the existing oil and gas-related
environmental policies and procedures of the World Bank Group and
the EBRD and provide comments on critical issues;

• make an assessment of the MDBs’ oil and gas project portfolio in
Russia;

• provide two case studies on projects with participation of MDBs in
Sakhalin and Komi regions to analyse both positive aspects of
operations and environmental problems introduced; and

• develop recommendations for improvement of environmental
performance of oil and gas development projects supported by MDBs.
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Economy versus Environment

Worldwide, oil and gas field de vel op ment causes a num ber of di -
verse prob lems and of ten leads to ir re vers ible en vi ron men tal deg ra da -
tion. Be cause Rus sia is rich in fos sil fu els, oil and gas ex trac tion takes
place on a large scale mak ing the coun try one of world’s ma jor pro duc -
ers. This re sults in neg a tive con se quences for the en vi ron ment that are
en hanced by bad prac tices com mon among do mes tic pro duc ers. The
en vi ron men tal prob lems re lated to oil and gas ex trac tion and op er a tors’
per for mance are not prop erly ad dressed, ei ther by gov ern men tal bod ies
or pub lic or gani sa tions. This can be ex plained mostly by the key role of
the sec tor in the re cov ery of the Rus sian econ omy, the tra di tion ally high
level of cor rup tion in the in dus try deal ing with the black gold and de -
pend ence of so cial wel fare on the oil and gas en ter prises. The strong
con tra dic tion be tween acute en vi ron men tal prob lems and eco -
nomic/so cial ben e fits, which are brought about by the oil and gas in dus -
try in Rus sia, are dis cussed in the pres ent chap ter.

Economic and social importance
Rus sia, oc cu -

py ing a vast ter ri -
tory rich in
min eral de pos its,
stands out clearly
among other
states in its vol -
ume of re cov er -
able fos sil fu els.
Ac cord ing to BP
Amoco es ti -
mates1, Rus sia ter ri tory pos sesses around one-third of the world’s nat u -
ral gas re serves, mak ing it the world’s leader. In ad di tion, Rus sia is sec -
ond only to the Mid dle East coun tries in the amount of oil, ac count ing
for 4.6% of the world’s to tal (see  Ta ble 1). 
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Ta ble 1. Rus sian Fed er a tion oil and gas re serves, 1999.

Nat u ral gas Oil

Proven re serves 1,700 tril lion cu bic feet 6,700 mil lion tons

Per cent of the world’s 
to tal

32.9 % 4.6 %

Data source: BP Amoco. 1999. BP Amoco sta tis ti cal re view of the
world en ergy 1998. Lon don: Brit ish Pe tro leum Com pany



Rus sia’s sub stan tial oil and gas de pos its have made it one of the lead -
ing oil and gas pro duc ers in the world and its econ omy is de pend ent
upon en ergy sources ex port. At pres ent, en ergy re sources pro vide more
than 60% of for eign cur rency in come, with oil, nat u ral gas and their de -
riv a tives be ing among ma jor ex port prod ucts. The rel a tively suc cess ful
func tion ing of the oil and gas in dus try in com par i son with the per for -
mance of other sec tors cre ates an il lu sion of sus tain able de vel op ment.
Also, the in dus try is the main and most re li able do nor to the state bud get
through high est tax pay ments. The oil and gas in dus try re mains the big -
gest sin gle source of rev e nue in the coun try gen er at ing half of Rus sia’s
hard cur rency2. 

Five years ago, the WB stated in its Coun try As sis tance Strat egy for
the Rus sian Fed er a tion3 that the whole pro cess of re struc tur ing and ad -
just ment of the Rus sian econ omy would be largely paid from Rus sian oil
and gas rev e nues. To day, Vladi mir Putin, Rus sia’s cur rent pres i dent,
con tin ues to emphasise the sig nif i cance of the oil and gas in dus try say ing
that it “has been the ma jor fac tor of eco nomic sta bili sa tion in Rus sia and
in the fu ture will ini ti ate eco nomic growth in other sec tors”, which are
still in a cri sis4. 

Ad di tional im por tance is at tached to the de vel op ment of Rus sian oil
and gas due to so cial is sues in volved. The oil and gas in dus try has been
most wel com ing and prof it able for its em ploy ees pro vid ing a large num -
ber of well-paid jobs. In 1995 it was es ti mated that the av er age sal ary of
the staff in oil and gas com pa nies was three times higher than in most
other sec tors5, and to day this dif fer en tial tends to re main due to the de -
cline in other pro duc tion spheres. 

In cer tain re gions, the so cial pol i cies and lo cal bud gets are also in flu -
enced by the oil and gas in dus try, since dur ing the So viet pe riod the lo ca -
tion of many set tle ments was de ter mined solely by the pres ence of an oil
field nearby. The in dus try in tro duced cer tain im prove ments into the so -
cial in fra struc ture in pro duc tion re gions and lo cal so cial wel fare sys tem,
pro vid ing peo ple with ac cess to es sen tial goods and con trib ut ing to
fund ing of hous ing, ed u ca tion or med i cal ser vices. 
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How ever, it should be stressed that the ex pan sion of oil and gas ex -
trac tion in ev i ta bly stresses on the en vi ron ment, while so cial ben e fits are
quite an am big u ous is sue. To have a com plete pic ture of the in dus try de -
vel op ment and its con se quences for the en vi ron ment and peo ple in the
coun try, it is nec es sary to have an over view of the sec tor’s state, its cur -
rent prob lems and pros pects for the fu ture.

Production, exports and prospects for the future
To day, the oil and gas sec tor faces some of the same dif fi cul ties as

other Rus sian in dus tries. The peak of oil pro duc tion in Rus sia was 11.4
mil lion bar rels per day in 19886. Since then the vol ume has de creased al -
most 50%, mostly due to a strong de cline in the do mes tic de mand, lack
of in vest ment and com pli cated ac cess to oil equip ment af ter the

break-up of the So viet
Un ion (the in dus try was
lo cated in Azerbaijan).
Dur ing the six-year pe -
riod from 1992 to 1998,
the rate of oil pro duc tion
fell by nearly 23% and,
ac cord ing to pre lim i nary
data, slightly dipped fur -
ther in 1999 (see Figure
1). 

In 1998, the Rus sian
en ergy com pa nies were
hit by the Au gust fi nan -
cial cri sis and the sub se -

quent oil price col lapse in De cem ber. This re sulted in lim it ing the cap i tal
and ex plor atory drill ing in vest ments and caused an other drop in pro duc -
tion. This re sulted in a vi cious cir cle, as the re duc tion in the pro duced
vol umes of oil and gas, which played a lead ing role in Rus sia’s hard cur -
rency earn ings and ex port rev e nues, con trib uted to fur ther eco nomic
dif fi cul ties in the coun try.  
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Figure 1: Changes in oil production from 1988 to 1999

Data source: En ergy In for ma tion Ad min is tra tion (EIA).
1999. Rus sian oil and gas ex ports fact sheets EIA. 2000.
Coun try anal y sis brief: Rus sia 



Since De cem ber 1998, the world oil prices have shown a three-fold
in crease, which sig nif i cantly raised Rus sia’s oil ex port rev e nues and re -
sulted in a gain of about USD 2.4 bil lion in ex tra for eign cur rency in
1999. This could be an ad di tional in cen tive for quick de vel op ment
within the coun try. How ever, the tight en ing of ex port tar iffs for oil im -
posed by the gov ern ment at the end of 19997, the drop in the amount of
drill ing and cap i tal in vest ment in the Rus sian pe tro leum in dus try and the
forth com ing changes in Rus sia’s en ergy strat egy do not raise op ti mis tic
pre dic tions.

It should be men tioned that al though the over all oil pro duc tion lev -
els have de creased, the re duc tion in ex port vol umes has not been very
sig nif i cant. The do mes tic com pa nies tra di tion ally ex port a sig nif i cant
share of pro duc tion to take ad van tage of high in ter na tional prices (do -
mes tic prices are kept ar ti fi cially low by the gov ern ment). An other rea -
son for ship ping sup plies abroad is the abys mal re cord of Rus sian
util i ties in pay ing for fuel sup plies. As of Sep tem ber 1, 1999 the state
bud get was owed 15.4 bil lion rou bles (ap prox i mately USD 630 mil lion)
by util i ties for fuel de liv er ies. On av er age util i ties pay only for a quar ter of 
the fuel they con sume8. This cre ates an in cen tive for the lion’s share of
the pro duced oil to be trans ported to the world mar kets. In 1998, for in -
stance, Rus sian ex ports (crude oil and prod ucts) to talled a re cord 3.5
bbl/day. The in dus try has re-oriented the sup ply pat terns from
non-paying for mer-republics con sum ers to wards more re li able West ern
and Asian cus tom ers, de creas ing the share of the for mer from 47% in
1992 to 11% in 19989. This ad just ment of dis tri bu tion pat terns with sub -
se quent in crease in the share of re li able ex ter nal con sum ers as well as the
rise of the in ter na tional oil prices has pro vided sta ble hard-currency
profit.

In con trast to the scale of changes in the out put of the oil in dus try in
Rus sia, gas pro duc tion has re mained rel a tively steady with out a sharp re -
duc tion in vol umes. From 1992 to 1998, the drop in an nual out put ac -
counted for 8%, while the de cline in con sump tion ex ceeded 15% dur ing
the same pe riod (see Ta ble 2). The pos i tive dif fer ence be tween pro duc -
tion and con sump tion has helped Rus sia re main the world’s larg est gas
sup plier.
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As in case with the oil in dus try, Rus sia’s gas pro duc tion is heavily de -
pend ent on ex ports from out side the fSU to bring in hard cur rency. The
main rea son for re ly ing on ex port sup plies is non-payment of do mes tic

con sum ers.
The for mer
re pub lics of
fSU have also
cre ated a great 
debt, with
Ukraine ow -
ing the larg est
sum. It should 
be men tioned
that Ukraine
has a unique

po si tion in this re spect: the at tempts to re duce gas de liv ery to this coun -
try for non-payment have failed, as Ukraine started si phon ing the gas
des tined for Eu rope (90% of Rus sian gas ex port to Eu rope runs via
Ukraine)10. Thus, the ex ports out side FSU, be ing the sole se cure source
of cash for Rus sian gas in dus try, have risen and reached 4.5 Tcf in 1999
and are ex pected to climb fur ther11.

As seen from the above in for ma tion, the real sit u a tion is quite com -
pli cated, though among other sec tors of the Rus sian econ omy, the oil
and gas in dus try is func tion ing rel a tively suc cess fully. Most oil and gas
pro duc ers as sume that re cov ery and fur ther de vel op ment of the sec tor
are pos si ble only with the in flux of sub stan tial for eign cap i tal.

Con sidering the fu ture de vel op ment of the Rus sian oil and gas in dus -
try, pre dic tions range from bril liant pros pects of its fast de vel op ment
and dom i na tion to gloomy prog no sis of fur ther de crease in pro duc -
tion/ex ports and sig nif i cant de cline in its role for the econ omy. Al -
though much de pends on the new En ergy Strat egy for Rus sia to 2020, to
be is sued this year, and mea sures to be un der taken in this re spect, we can
guess that plans for fur ther sec tor de vel op ment are likely to be rather ag -
gres sive. Pres i dent Vladi mir Putin, noted: “Our in ter ests in clude de vel -
op ment of Sakhalin, ac cess to the Karskoye Sea, ac cel er ated
con struc tion of ports in the Bal tic and Black Seas, mod erni sa tion of the
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Ta ble 2: Changes in Rus sia’s nat u ral gas pro duc tion and con sump tion
1992 - 1998

1992 1998 drop 

Gas pro duc tion, TCF 22.8 20.9 1.9 (8%)

Gas con sump tion, TCF 16.5 13.9 2.6 (15%)

Data source: En ergy In for ma tion Ad min is tra tion of the United States
(EIA). Of fice of En ergy Mar kets and End Use, US De part ment of En -
ergy. Coun try anal y sis brief: Rus sia. Re port



ex ist ing pipe lines and pro mo tion of the new ones, build ing oil and gas
bridges to China, etc. We should sell en ergy-carriers to the big gest pos si -
ble num ber of coun tries, look for new part ners and frame our work ac -
cord ing to the geo-strategic in ter ests of the Rus sian Fed er a tion”12. Such
an ap proach seems to in di cate that the de vel op ment of this par tic u lar in -
dus try will take place in the fu ture on a large scale, with mas sive ex plo ra -
tion and de vel op ment of both ex ist ing and new oil and gas fields. In this
case, it should be stressed that the ex pan sion of oil and gas ex trac tion in -
ev i ta bly in volves strength en ing of en vi ron men tal im pacts that are of ten
ir re vers ible.

Environmental problems
So far, the con cept of Rus sia’s de pend ence on and need for ac cel er -

ated de vel op ment of the oil and gas re sources have not been ques tioned.
How ever, an other point of view on this is sue should be con sid ered - sta -
bili sa tion of oil/gas pro duc tion and ad dress ing en vi ron men tal is sues.

In the Con cept of Na tional Safety of the Rus sian Fed er a tion, signed
by Boris Yeltsin in 1997, the de vel op ment of mostly fuel and en ergy in -
dus tries is viewed as a threat to the coun try’s econ omy. In deed, should
in crease in oil and gas rev e nues be re garded as a long-term pan a cea for
the coun try. Ac cord ing to the EBRD Tran si tion re port up date, in 1999
the Rus sian econ omy has shown 3.2% growth, but it has been largely due 
to the steep in crease in the world’s oil prices and only masked the lack of
fun da men tal re form in this and other sec tors.

Taking into con sid er ation the pre dicted 20% growth in the world’s
de mand for oil un til 201013, many con tinue to ar gue in fa vour of ac cel er -
ated de vel op ment of Rus sian fuel min eral re sources. Yet the ma jor ob -
jec tive of the en ergy pol icy for the Rus sian Fed er a tion for the same
pe riod was de clared, “re struc tur ing of the fuel and en ergy in dus tries, in -
volv ing … sta bili sa tion of oil ex trac tion in West ern Si be ria and other re -
gions”14. Sta bili sa tion of pro duc tion and re-directing the in vest ments
from re cov ery en hance ment to the up date of tech nol o gies, in fra struc -
ture and strength en ing man age ment ca pac ity would sig nif i cantly con -
trib ute to re solv ing a num ber of prob lems. 
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It should be noted that the Rus sian oil and gas in dus try has in her ited
the bur den of en vi ron men tal prob lems, which have not been ad dressed
yet. At pres ent, the fuel and en ergy sec tor in Rus sia ranks first among
other sec tors in its con tri bu tion to en vi ron men tal deg ra da tion. Ac cord -
ing to of fi cial data15, the fuel and en ergy sec tor re leases 70% of the to tal
emis sions of green-house gases (GHGs) in Rus sia. Pipe line leaks alone in 
Rus sia are es ti mated to gen er ate some 35 mil lion tons of meth ane emis -
sions an nu ally - the fig ure cor re spond ing to Ger many’s an nual CO2

emis sion level16. A large share of at mo spheric pol lut ants re sults from
typ i cal op er a tional prac tices widely used in the coun try such as vent ing
and flar ing of nat u ral gas that ac com pa nies oil pro duc tion. In ter est ingly,
in re mote prov inces of Rus sia such flares in the field are still wel comed as 
a proof of oil and gas de pos its in place, though all around the world gas
flares are re garded a draw back from an en vi ron men tal per spec tive. This
prob lem is quite prom i nent for the coun try, for over 3.5 bil lion cu bic
metres of nat u ral gas is burnt an nu ally on the fields17. The so lu tion to this 
prob lem is left for the fu ture, since it would re quire re con struc tion of the 
oil col lec tion units in the fields and sub stan tial fi nanc ing. 

Op er a tional dis charges also con trib ute to en vi ron men tal deg ra da tion 
of the nat u ral ar eas. In Rus sia, it is a com mon prac tice to dis charge un -
treated wastewater with oil and other con tam i nants di rectly into land -
scape de pres sions rather than into spe cially con structed dumps18, which
re sults in con tam i na tion of larger ar eas and poses a se ri ous threat to
wetlands. When wetlands over flow, they serve as sec ond ary sources of
hy dro car bons for nearby lakes and rivers.

The im proper han dling of pro duc tion wa ter, along with dis charge of
di luted drill ing flu ids and sew age that still con tain hy dro car bons and
chem i cals, re sults in a high level of con tam i na tion of lo cal soils, sur face
and ground wa ter. Ac cord ing to the Arc tic As sess ment Pro gram, al most
all sam ples taken from the rivers in West ern Si be ria, which is a large pro -
duc tion re gion in Rus sia, ex ceed the max i mum per mis si ble con cen tra -
tions. Con tam i na tion is also re flected in the com po si tion of riverbed
sed i ments (e.g., the con cen tra tion of hy dro car bons in the Pechora es tu -
ary is 250 mi cro grams per gram).
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From the So viet times, the cur rent Rus sian oil and gas in dus try has
in her ited ex tended net works of gas pipe lines that are not in use, a num -
ber of pro cess ing en ter prises with the load of 20-30%, and grow ing un -
em ploy ment in towns built dur ing the pe riod of forced ac cel er ated oil
de vel op ment of West ern Si be ria. Cur rently, sig nif i cant parts of pipe lines
are out of use since they lead to the ex hausted de pos its: a ma jor ity of
large fields pro vid ing 57% of an nual oil re cov ery are 56 % de pleted, with
wa ter con tent in the prod uct over 90%19. At first glance, the prob lem of
re source de ple tion does not seem to sig nif i cantly threaten Rus sia, the
coun try so rich in fuel min er als, how ever, be gin ning in 1994 the an nual
ad di tion of oil and gas re serves has not com pen sated for re duced pro -
duc tion vol umes20. Taking this into ac count, Rus sia’s long-term pros pect 
for be com ing the world’s crude re source sup plier and hav ing an econ -
omy de pend ent on depletable re serves ap pears es pe cially wor ri some. 

A “plague” of Rus sia’s oil and gas in dus try now a days is the state of
the pipe line sys tems. The coun try built a net work of main pipe lines for
trans port ing nat u ral gas, oil and oil prod ucts that was unique in terms of
scale and through put ca pac ity. A large por tion of this net work is rep re -
sented at the mo ment by in ef fi cient and out dated pipes lack ing safety
valves and re quir ing ur gent up grade. From the oil op er a tors’ point of
view, the ex ist ing phys i cal con straints on the in fra struc ture re sult in de -
cline in pro duc tion. For the res i dents of oil prov inces, de faults in in fra -
struc ture are di sas trous. The most ob vi ous ex am ple is the oil spill in
Komi Re pub lic when around 100,000 tons of crude oil es caped into the
en vi ron ment through frac tures in the pipe line dur ing a six-month pe -
riod. This sit u a tion of pol lu tion over a long pe riod of time is quite com -
mon for Rus sia: oil is of ten left flow ing through rup tured in fra struc ture
while re pairs are done on a sec tion of the pipe, since the lost oil costs less
than a by pass. On av er age, each year around 8-10% of pro duced oil (or
20-50 mil lion tons) leaks into the en vi ron ment through rup tured pipe -
lines21. 

In Rus sia, at ten tion tra di tion ally has been paid only to large-scale ac -
ci dents re sult ing in im me di ate long-term pol lu tion, while less ob vi ous or
short-term im pacts were con sid ered in sig nif i cant and were not taken
into ac count dur ing plan ning of op er a tions. These in cluded run off and
in crease of par tic u late in wa ter col umn dur ing con struc tion al ter ation of
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hy dro log i cal re gime of the area and frag men ta tion of hab i tats as a re sult
of road or pipe line con struc tion.

Also, within Rus sia’s ter ri tory, most of the large fields cur rently be ing 
de vel oped or ex plored are lo cated in re mote north ern re gions with frag -
ile eco sys tems (Arc tic North, Si be ria, and Far East). High sen si tiv ity of
pris tine north ern na ture gives rise to ad di tional prob lems. So, for ex am -
ple, hu man in ter ven tion re lated to oil and gas op er a tions has the most
sig nif i cant con se quences for the soil eco sys tems in cir cum po lar re -
gions22. Clear ing, con struc tion and in stal la tion works in such ar eas dis -
turb or com pletely re move the up per layer of peat nor mally pro vid ing in -
su la tion for the un der ly ing per ma frost and change the heat bal ance,
which usu ally leads to dra matic re shap ing of the land. Also, in the north
oil spills have more se vere and lon ger con se quences for the en vi ron ment 
than in other re gions be cause toxic com po nents of oil re main in the soil
up to 30 years com pared with five years in nor mal con di tions23.

In Rus sia, pen e tra tion of the oil and gas in dus try into pris tine ter ri to -
ries is typ i cally ac com pa nied by mas sive and un jus ti fied clear-cutting of
vir gin for ests. Ac cord ing to the es ti mates of Vilchek24, in north west Si -
be ria alone the to tal area of de stroyed veg e ta tion within oil and gas fields
and along main pipe lines ex ceeds 2500 square km. In ad di tion, the rate of 
re cov ery of for est eco sys tems in Rus sia’s north is slow. As Pearce25

notes, it takes trees in taiga four times lon ger than trop i cal spe cies to
reach their full height.

Quite of ten, sec ond ary ef fects pro duced by the pres ence of hun dreds 
of drill ing and geo log i cal per son nel are ig nored. These might in clude
poach ing, log ging and for est fires. Ac cord ing to sci en tific as sess ments26,
the fre quency of fires in the Rus sian old growth for est ar eas in creased
two to three times due to the pen e tra tion of the oil and gas in dus try and
ca sual at ti tude of work ers to wards fire. Typically, for est ser vices in Rus -
sia fail to con trol fires due to large dis tances and lack of trans por ta tion
and fund ing. 

The pres sure of new site de vel op ment on for est re gions is en hanced
by fa cil i tated ac cess to re mote ar eas and sub se quent in tro duc tion of
poach ing and log ging. This, along with fire risk in crease, makes the Rus -
sian oil and gas in dus try the lead ing de stroyer of Rus sian taiga among
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non-forestry sec tors27. In deed, the net work of roads, rails and river ports
put in place in Si be ria and Far East for the pur poses of oil and gas ex plo -
ra tion and pro duc tion is com monly used by tim ber in dus tries, with log -
ging ac tiv i ties con cen trated around oil and gas com mu ni ties. 

As noted above, al low ing ac cess to nat u ral ar eas pre vi ously des ig -
nated as wild lands con trib utes to a wider ex ploi ta tion of the area
through poach ing. Typically in Rus sia, peo ple as so ci ated with oil and gas
re gard the na ture as an end less source of ad di tional in come, food or plea -
sure, which cre ates grounds for poach ing on a large scale. As Alexei
Grigoriev states28, Rus sian oil of fi cials and work ers tra di tion ally hunt an -
i mals both for food and for sport us ing com pany equip ment such as he li -
cop ters or all-terrain ve hi cles. This prac tice, both il le gal and
un con trolled, of ten re sults in re duc tion of sen si tive spe cies as well as
over all deg ra da tion of the area.

The de crease in wild life pop u la tions in the coun try is also caused by
the use of out dated prac tices. So, for ex am ple, due to the rare ap pli ca tion
of worldwide ac cepted pre ven tive prac tices, there is a high mor tal ity of
small an i mals and birds in sludge ponds. Be cause there are no strict lim i -
ta tions on noise lev els and use of ex tra ne ous light, the im pacts re main
not ad dressed. 

Ma rine mam mals tend to flee from the ter ri to ries with a high level of
noise. This mi gra tion from the nat u ral hab i tats poses a se ri ous threat to
fringe pop u la tions at the lim its of their geo graph ical hab i tats. A po ten tial
ex am ple of such pop u la tions in Rus sia can be Asian and West ern Pa cific
whales, whose crit i cal sum mer hab i tat is near Sakhalin Is land, where a
num ber of oil and gas pro jects are be ing ful filled or planned to be im ple -
mented in the near fu ture. The West ern Pa cific gray whales, of whom
only about 80 re main in the world, are dis placed from their hab i tat. Ac -
cord ing to Vorontsova, Rus sian Di rec tor of the In ter na tional Fund for
An i mal Wel fare, a sig nif i cant part of the breed ing area of gray whales is
lo cated within Sakhalin II oil field. In ad di tion, these whales are im pacted 
by noise, par tic u larly be cause they use the same low-frequency sounds as
ves sels ex plor ing for off shore oil29.
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Over all, it should be stated that in Rus sia the neg a tive im pacts typ i cal
for oil and gas ex trac tion, are mag ni fied by ap pli ca tion of out dated
equip ment, bad op er a tional prac tices, leaky in fra struc ture, and lack of
con trol over ac tiv i ties in re mote oil and gas- pro duc ing re gions. In this
con nec tion, sig nif i cant en vi ron men tal im prove ments are ur gently
needed for mit i ga tion of se vere en vi ron men tal im pacts.

Re pair and up grade of the ex ist ing fa cil i ties as well as pur chase of
new more en vi ron men tally friendly equip ment re quire a sub stan tial in -
flux of cap i tal. Since the amount of do mes tic in vest ment in Rus sia has
been steadily de creas ing, the sig nif i cance of for eign in vest ments has sig -
nif i cantly risen and, in the eyes of the pub lic, be come cru cial for find ing
so lu tions to en vi ron men tal prob lems.

Foreign involvement
Ques tions arise re gard ing fi nanc ing of im prove ments, which could

en sure long-term eco nomic vi a bil ity and high en vi ron men tal qual ity of
op er a tions. Dur ing the last de cade, for eign di rect in vest ment in Rus sia’s
oil and gas has shown rapid growth and has be come the ma jor fac tor in
in tro duc ing the nec es sary changes.

Rus sians have gen er ally been quite sceptical of for eign in volve ment
in the coun try’s econ omy, mostly due to the na tional sen ti ments, which
have deep his tor i cal roots. Ac cord ing to McPherson30, “for eign di rect in -
vest ment has been viewed as a nec es sary evil, pro vid ing es sen tial bridge
fi nance dur ing eco nomic tran si tion, at the ex pense of giv ing away part of
the na tional her i tage”. For eign par tic i pa tion was not al lowed at the ini tial 
stage of the privatisation. Later on, it was dis cov ered that in the case of
for eign in volve ment, the Rus sian oil and gas sec tor could get ac cel er ated
de vel op ment due to shared fi nan cial risk, and mod ern tech ni cal and
man a ge rial prac tices. Af ter the break-up of the So viet Un ion with the
move to ward a mar ket econ omy, the Rus sian pe tro leum in dus try opened 
for for eign in vest ment through joint ven tures, al low ing for eign in ves tors 
op por tu ni ties to take eq uity stakes in Rus sia’s oil and gas in dus try.

De spite Rus sia’s dif fi cul ties in ac com mo dat ing for eign cap i tal
(caused by un cer tain reg u la tory frame work, un fa vour able tax sys tem,
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non-transparency and low-quality per for mance of many Rus sian part -
ners), a num ber of joint ventures (JV) ap peared pro vid ing a way for Rus -
sia to get ac cess to cap i tal and ef fi cient tech nol o gies and grant ing to
for eign com pa nies ac cess to nat u ral re sources. The at ten tion of for eign
in ves tors to the Rus sian re serves re sulted in the es tab lish ment of nu mer -
ous ex plo ra tion and de vel op ment joint ven tures that con cen trated
mostly in three large pro duc tion re gions: West ern Si be ria, Arc tic North
and Far East. The Arc tic re gion was char ac ter ized by the pres ence of
joint ven tures with par tic i pa tion of such widely-known com pa nies as
Tex aco, Chev ron, Amoco (USA), Gulf Can ada (Can ada), Brit ish
Petroleum, Brit ish Gas, Shell, Quest Pe tro leum (UK), Aminex (Ire land),
To tal, Elf (France), and Neste (Fin land). In the Far East, Mitsui,
Mitsubishi (Ja pan), Royal/Dutch (UK), Mar a thon, Ex xon, Mobil (USA)
and oth ers got in volved in pro jects near Sakhalin Is land. The par tic i pa -
tion of these com pa nies in the de vel op ment of Rus sian oil and gas was
as so ci ated with a sig nif i cant in flux of cap i tal. For in stance, for eign in -
vest ment in 1999 in Sakhalin alone was over USD one bil lion, which
con sti tuted 24% of to tal di rect for eign in vest ment in Rus sia31.

Cur rently in Rus sia for eign in vest ments are re garded a ma jor con di -
tion for suc cess ful func tion ing of the oil and gas sec tor32. For eign in -
volve ment is ex pected to bring in good in ter na tional op er a tional
prac tices and ef fi cient equip ment, while con trib ut ing to in creased pro -
duc tion and al le vi a tion of acute en vi ron men tal prob lems fac ing to day’s
in dus try. Since for eign com pa nies in the oil and gas sec tor have been ac -
tive in Rus sia, de vel op ment of the in dus try in the coun try will be in flu -
enced by the level of per for mance and prac tices/stan dards ap plied by
for eign part ners as well as the terms of agree ment with the Rus sian side.
This is ex pected to have an over all pos i tive im pact on the busi ness and
en vi ron men tal per for mance of the whole sec tor. 

The pos i tive im pli ca tions for the en vi ron ment should not be over es -
ti mated, how ever, since the pri or ity is not to clean up the ex ist ing pol lu -
tion or com pen sa tion for dam ages, but to en hance pro duc tion that could 
in crease ex ports and pro vide more profit. As men tioned above, the in -
dus try has ex pe ri enced al most 50% de crease in oil pro duc tion since
198833. As a re sult, for eign in vest ments have re ceived high im por tance as 
a means for pro duc tion sta bili sa tion and the in dus try’s re cov ery. In re -
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gard to the en vi ron men tal im pli ca tions, it should be emphasised that an
in crease in pro duc tion is typ i cally ob tained through de vel op ment of new
oil and gas fields or ex pan sion of the ex ist ing op er a tions, which un -
doubt edly leads to putt ing more stress on the en vi ron ment. 

Re gard ing the for eign in volve ment in oil and gas op er a tions in Rus -
sia, the role of bi lat eral and mul ti lat eral fi nance agen cies such as the US
Over seas Pri vate In vest ment Cor po ra tion (OPIC), the US Ex -
port-Import Bank (EXIM Bank), Ex port-Import Bank of Ja pan
(JEXIM), the WB and EBRD has be come stron ger. Most of the joint
ven tures be came pos si ble due to strong sup port, guar an tees and fi nanc -
ing pro vided by these fi nan cial in sti tu tions. 

The ac tiv i ties un der taken with the pres ence of mul ti lat eral de vel op -
ment agen cies, which have strict en vi ron men tal guide lines and stan -
dards, are im ple mented at a higher level than the op er a tions of do mes tic
com pa nies, both in terms of busi ness con duct and en vi ron men tal per -
for mance. Ac cord ing to this ap proach, MDBs are sup posed to im prove
the sec tor per for mance and par tic i pate in shap ing reg u la tory frame work
in the coun try. The next chap ter will con sider the en vi ron men tal pol i -
cies, guide lines, pro ce dures and op er a tions in Rus sia of the three MDBs,
which have been most ac tive in pro vid ing loans for oil and gas pro jects,
in or der to as sess their im pli ca tions for the en vi ron ment. These are the
EBRD, IFC and IBRD. 
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The banks’ environmental policies, procedures and
operations

The ac tiv i ties of de vel op ment banks can have dou ble-sided im pact
on the en vi ron ment. On the one hand, the op er a tions con ducted by fi -
nan cial in sti tu tions - pro vid ing ad vice, guar an tees, tech ni cal as sis tance,
struc tural and sec toral ad just ment loans - aim to en hance in vest ment in
pri vate and pub lic sec tors, which would pro duce pos i tive changes in the
econ omy. On the other hand, it is well known that large-scale eco nomic
changes and rapid in dus trial de vel op ment are of ten ac com pa nied by sig -
nif i cant neg a tive en vi ron men tal im pacts. In de vel op ing and tran si tion
coun tries, ex ist ing en vi ron men tal prob lems and bad prac tices mag nify
these im pacts. Thus, in these coun tries, through stim u lat ing eco nomic
growth and so cial de vel op ment, MDBs can in di rectly speed up en vi ron -
men tal deg ra da tion.

How ever, de vel op ment agen cies are com mit ted to pro mot ing the
well be ing of cit i zens in their mem ber-states, which along with pov erty
al le vi a tion im plies a con tri bu tion to a better en vi ron ment. The bal ance
is typ i cally reached through ei ther sup port ing pro jects with pri mary en -
vi ron men tal goals or im ple ment ing ac tiv i ties in a way that would en sure
elim i na tion or mit i ga tion of neg a tive im pacts on the en vi ron ment. En -
vi ron men tal pol i cies and pro ce dures de vel oped by banks pro vide
grounds for this.

In gen eral, the is sue of po ten tial en vi ron men tal im pact of
MDB-supported op er a tions has drawn a lot of at ten tion from the West -
ern pub lic, which re sulted in a strong cri tique from non-governmental
or gani sa tions (NGOs). For the most part, crit ics tend to emphasise the
prob lems as so ci ated with spe cific bank-sponsored pro jects. For ex am -
ple, the or gani sa tion Friends of the Earth In ter na tional con stantly mon -
i tors such pro jects and has criti cised banks for lend ing in the en ergy
sec tor that con trib utes to global warm ing. Sus tain able En ergy and
Econ omy Net work (SEEN) and Greenpeace In ter na tional are crit i cal
of fi nanc ing the pro jects that pro mote fur ther ozone de ple tion and cli -
mate change. En vi ron men tal De fence Fund con sis tently of fers sug ges -
tions for im prove ment in par tic u lar pro jects, while Cen tral and Eastern
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Eu ro pean (CEE) Bankwatch Net work re views banks’ pol i cies and pro -
vides re lated rec om men da tions. It should be noted, how ever, that within 
Rus sia re search on this topic has been scarce and the is sue of po ten tial
con se quences of banks’ pro jects within the coun try are not stud ied to a
suf fi cient ex tent. 

Mean time, MDBs have made sub stan tial in vest ments in Rus sia, pay -
ing close at ten tion to fi nanc ing oil and gas sec tor op er a tions. As shown
in the pre vi ous chap ter, oil and gas ac tiv i ties in Rus sia are re spon si ble for
a num ber of se ri ous en vi ron men tal prob lems. There fore, for meet ing
the ob jec tive of con trib ut ing to eco nomic de vel op ment and en vi ron -
men tal pro tec tion, the banks are sup posed to make sig nif i cant en vi ron -
men tal im prove ments in the pro jects such as in tro duc tion of ef fi cient
tech nol o gies, ap pli ca tion of high est en vi ron men tal stan dards, pro mo -
tion of best in ter na tional prac tices.

This chap ter con sid ers ex ist ing en vi ron men tal pol i cies and pro ce -
dures re lated to oil and gas as well as their re flec tion in the pro ject port fo -
lio of the most ac tive mul ti lat eral banks in Rus sia - IBRD IFC and EBRD 
- ana lysed. Though a com pre hen sive ob jec tive as sess ment of im ple men -
ta tion of the pol i cies and pro ce dures can not be cur rently ful filled due to
the con fi den tial na ture of in for ma tion, the com par a tive re view of the
pol i cies/pro ce dures adopted by dif fer ent banks is car ried out. The state -
ments and con clu sions on the banks’ en vi ron men tal be hav iour in the
Rus sian oil and gas sec tor made in this chap ter are sup ported by the case
stud ies con tained later in the study.

General overview
IBRD op er ates by guar an tee ing or mak ing loans for pro jects of re -

con struc tion and de vel op ment, which is rep re sented by di rect gov ern -
ment lend ing backed by gov ern ments. The Bank has the broad est scope
of ac tiv i ties: its op er a tions range from eco nomic struc tural ad just ment
and in dus trial sec tor’s re form to sup port of the spheres not ad dressed by
other banks (e.g., ed u ca tion, health, and so cial pro tec tion). Tamar
Gutner states1 that out of the three larg est MDBs (WB, EBRD and Eu -
ro pean In vest ment Bank) to day’s IBRD is “least bank-like”, i.e., the
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IBRD acts more like a de vel op ment agency ad dress ing the most crit i cal
is sues in de vel op ing coun tries, trig ger ing pol icy and in sti tu tional
changes in all ar eas in clud ing the en vi ron ment.

Cur rently the IBRD fi nances a cer tain num ber of pro jects aimed at
pol lu tion re duc tion, nat u ral re source man age ment, pro mo tion of re -
new able en ergy, and in sti tu tional ca pac ity build ing for na tional and lo cal 
in sti tu tions world-wide. It should be men tioned, how ever, that in Rus -
sia the pro por tion of pro jects with pri mary en vi ron men tal goals in the
bank’s port fo lio is quite in sig nif i cant. As of June 2000, there are only
four pro jects di rected to ra tio nal re source use or clean up of pol lu tion,
which al to gether ac count for USD 340 mil lion2.

IFC was set to pro mote eco nomic de vel op ment by en cour ag ing pri -
vate in vest ment, both for eign and do mes tic, in de vel op ing coun tries.
The Cor po ra tion par tic i pates in pri vate ven tures through lend ing di -
rectly to the com pa nies, mak ing eq uity in vest ments with out guar an tees
from the gov ern ments, and pro vid ing ad vi sory ser vices as well as tech -
ni cal as sis tance to busi nesses. Ac cord ing to the IFC state ments, the in -
sti tu tion takes part only in pri vate ven tures that ben e fit the econ o mies
of host coun tries, are en vi ron men tally sound, and have strong dem on -
stra tion ef fect.

In Rus sia the IFC has been pres ent since 1991 when it started a tech -
ni cal as sis tance pro gram for privatisation re forms. The Rus sian Fed er a -
tion be came an of fi cial IFC mem ber only in 1993, with the first year of
mem ber ship opened by two IFC loans for oil and gas field de vel op -
ment. 

More weight should be given to con sid er ation of the IFC pol i cies
and op er a tions in the Rus sian oil and gas sec tor in com par i son with the
IBRD’s due to the planned change in the fo cus of fu ture lend ing pro -
vided by these two in sti tu tions. Ac cord ing to a new Coun try As sis tance
Strat egy for the Rus sian Fed er a tion de vel oped by the WBG for the pe -
riod of 1999 - mid-20013, the IBRD will shift its lend ing away from the
en ergy and in fra struc ture pro jects in fa vour of in sti tu tional strength en -
ing and pov erty re duc tion through so cial pro grams, while the IFC will
con cen trate its ef forts on the “ex port-oriented ar eas where for eign in -
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ves tors see strong com par a tive ad van tages and lower coun try risks”
(which means oil and gas, gold, sil ver and other min ing).

Over the past de cade the IFC has paid close at ten tion to the de vel op -
ment of its en vi ron men tal strat egy that, along with en vi ron men tal pro ce -
dures and pol i cies, were mod elled af ter the IBRD’s. To day, the IFC
pro motes pri vate sec tor in volve ment in the en vi ron men tal ser vices sec -
tor in de vel op ing coun tries mostly through wa ter sup ply and wastewater
treat ment, solid and haz ard ous waste man age ment, re cy cling, and
ecotourism pro jects. In con trast to the IBRD, the IFC does not
emphasise green in vest ments. In Rus sia, for ex am ple, no pro jects of this
type have oc curred so far. 

EBRD was founded to “fos ter the tran si tion to wards open mar -
ket-oriented econ o mies and to pro mote pri vate and en tre pre neur ial ini -
tia tive in the CEE coun tries”4. As with many other MDBs, the EBRD
car ries out ac tiv i ties in such spheres as privatisation of state-owned in -
dus tries, eco nomic re struc tur ing, strength en ing of do mes tic fi nan cial in -
sti tu tions, and mo bi lis ing for eign in vest ments. The main fo cus of its
op er a tions is quite sim i lar to the IFC’s, since the Bank funds spe cific pro -
jects rather than big pol icy re forms (the lat ter is more the IBRD sphere)
and emphasises the pri vate sec tor pro vid ing most part of its loans, guar -
an tees and eq uity in vest ments for pri vate op er a tions. While other older
in sti tu tions (IBRD, IFC) have been de vel op ing their en vi ron men tal
strat e gies over a life time, the EBRD was born with the en vi ron men tal
man date built into its found ing agree ment that com mits the bank to pro -
mo tion “in the full range of its ac tiv i ties en vi ron men tally sound and sus -
tain able de vel op ment”. 

The EBRD de clares high pri or ity of op er a tions with pri mary en vi -
ron men tal goals and en vi ron men tally sound pro jects. The for mer are
mostly pro jects pro mot ing en ergy ef fi ciency, use of re new able re sources, 
in tro duc tion of cleaner tech nol o gies, and al le vi a tion of se vere en vi ron -
men tal prob lems. 

All the MDBs act ing in the re gion have two ba sic pat terns of be hav -
iour re gard ing the en vi ron ment: fund ing pro jects with pri mary en vi ron -
men tal goals/ma jor com po nents and mit i gat ing po ten tially ad verse
en vi ron men tal im pacts, which is mostly en sured by the Bank’s pol i cies
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and pro ce dures. The re view of the en vi ron men tal pol i cies and pro ce -
dures out lin ing com mon and bank-specific crit i cal is sues is pro vided be -
low.

Project categorisation
Most ex ist ing lit er a ture on the or gani sa tional be hav iour states that

de spite the am bi gu ity of the com pli ance and im ple men ta tion is sue, the
be hav iour of an in sti tu tion is strongly shaped by the rules and stan dard
op er at ing pro ce dures. The IBRD, IFC and EBRD have strong sets of
en vi ron men tal pol i cies and pro ce dures, which seek to mit i gate the en vi -
ron men tally de struc tive ef fects caused by the bank-supported ac tiv i ties,
but have a few weak points. 

All the three banks pay close at ten tion to En vi ron men tal As sess -
ment (EA) pro cess. EA tar gets such a de sign and plan ning of op er a tions 
that could pro vide their im ple men ta tion in both eco nom i cally and en vi -
ron men tally sound and sus tain able ways. The IBRD and IFC op er ate
ac cord ing to the pol icy and pro ce dure OP/BP 4.01, though it has some
spe cific points for each bank. The EBRD has de vel oped its own pro ce -
dures that dif fer from the WBG’s quite sig nif i cantly. 

Con sidering the ef fec tive ness of this pol icy in oil and gas pro jects,
spe cial con sid er ation should be given to pro ject cate gori sa tion in dif fer -
ent banks. In the IBRD and IFC, OP/BP 4.01 states that de pend ing on
the na ture of op er a tions, mag ni tude of im pacts and sen si tiv ity of the ar -
eas, the pro ject can fall into one of the fol low ing cat e go ries:

• A - normally full Environmental Impact Assessment (EIA) including
Environmental Management Plan (EMP) is required if the project is
likely to have “significant adverse environmental impacts that are
sensitive, diverse and unprecedented”5. EIA typ i cally cov ers a wide
range of is sues: ba sic facts about the en vi ron men tal con di tions of the
area, pro ject de scrip tion in clud ing off-site in vest ments (e.g., in
con struc tion of roads, pipes, hous ing), po ten tial pos i tive and neg a tive
im pacts, anal y sis of al ter na tives, in clud ing con sid er ation of al ter na tive
in vest ments (“with out pro ject” sit u a tion), sites, tech nol o gies, de sign.
EMP de scribes mit i ga tion, mon i tor ing and in sti tu tional strength en ing
mea sures. In gen eral, the re quire ments for Cat e gory A al low for
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con duct ing a de tailed sur vey and pre sent ing a full over view of
en vi ron men tal im pacts with mea sures for ad dress ing them.

• B - more limited EA is required if the project’s “potential environmental 
impacts on human populations or environmentally important areas are
less adverse than those of Category A”, and the measures to address
them are easier to identify, the impacts are site-specific and few of them
if any are irreversible6. The pro jects are as signed to this cat e gory on the
case-to-case ba sis by the bank’s staff, and the EA con sid ers sig nif i cantly
nar rower range of is sues than in the event of A-category. It ap pears
rather im por tant that the ex am i na tion of al ter na tives does not take place 
for cat e gory B, and EMP is typ i cally re placed by a man age ment plan
only, which does not con cen trate on en vi ron men tal is sues. 

• C - beyond  screening, no further EA is required if the project is likely to
have minimal or no adverse environmental impacts.

• FI (financial intermediary) - verification of the fact whether the
operation meets the host country environmental requirements is
undertaken, if the investment of the Bank’s funds through financial
intermediary is involved in sub-projects that may result in adverse
environmental impacts.

WB used to have a list of cer tain pro ject types typ i cally fall ing into A
cat e gory, which among oth ers in volved min eral ex trac tion (in clud ing oil
and gas de vel op ment), and pipe lines (oil, gas, wa ter)7. How ever, the di -
rec tive was re vised and the list was re moved from the pol icy. EA pol icy
makes the screen ing pro cess at WB flex i ble, and the de ci sions on the cat -
e gory are taken by the ex perts de pend ing on par tic u lar sit u a tion. The ab -
sence of sam ple list of A pro jects as well as non-existence of strict
def i ni tions al low the banks an op por tu nity to as sign an oil and gas pro -
ject with quite sig nif i cant en vi ron men tal im pacts to cat e gory B. 

Sub sti tu tion of A for B cat e gory has sig nif i cant im pli ca tions for the
pro ject that con cern the qual ity of EA. Firstly, this makes pos si ble fo cus -
sing on a sig nif i cantly nar rower range of en vi ron men tal is sues while im -
ple ment ing EA, which, in its turn, could cause in suf fi cient ad dress ing of
the prob lems. Sec ondly, EA for an A-category pro ject is to be un der -
taken by in de pend ent ex perts8, but there is no clear state ment in the
IBRD and IFC pol icy re gard ing the ac tors in charge of EA im ple men ta -
tion in case of B-operations. Since it is as sumed that the re spon si bil ity
lies with the pro ject spon sor, the lat ter may use this to en gage the pro -
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ject-associated ex perts and com pile an EA re quest ing min i mum de sign
changes and mit i ga tion mea sures and save on the pro ject costs. 

Thirdly, for many B-projects, es pe cially if they in clude re ha bil i ta -
tion, up grad ing or ex pan sion, EA may re sult only in an ac tion plan that
fo cuses on mit i ga tion and mon i tor ing of the ex ist ing im pacts and gives
sig nif i cantly less im por tance to pre ven tion and mit i ga tion of the im -
pacts caused in the course of pro ject im ple men ta tion. Such ap proach
com mon for the IFC and IBRD9 may re sult in un der es ti ma tion of the
pro ject im pacts, which leads to the de vel op ment of ac tions in suf fi cient
to ad dress all of them. 

Finally, we should men tion that the pro ce dures for con sul ta tions
with the af fected groups and dis clo sure of in for ma tion are dif fer ent for
var i ous cat e go ries. So, for A-operations, con sul ta tions are held at least
twice with full EIA re port made pub licly avail able well in ad vance, while 
for B-projects con sul ta tions are or gan ised “as ap pro pri ate” and the doc -
u ment sub mit ted for pub lic com ments is rep re sented only by the en vi -
ron men tal re view sum mary with out full ver sion of EA. This short age of 
en vi ron men tal data on B-projects avail able to the pub lic is spe cific for
the IFC and pro vides grounds for in ad e quate in put from the lo cals. 

Gen erally, in the IBRD and IFC his tory of op er a tion all around the
world, the ex am ples of the pro jects with di verse and sig nif i cant im pacts
as signed by the banks into B- in stead of A-category are known. The ex -
ist ing pro vi sions in en vi ron men tal pol i cies and pro ce dures do not elim i -
nate an op por tu nity for sim i lar prac tices in the fu ture.

The EBRD has a sys tem of pro ject cate gori sa tion dif fer ent from the 
IBRD’s and IFC’s. In the EBRD, there are two groups of en vi ron men -
tal cat e go ries that as sume a cer tain type of en vi ron men tal in ves ti ga tions
to be car ried out:

A - full EIA of the op er a tion is re quired if the im pacts from op er a tions 
are po ten tially sig nif i cant and can not be eas ily iden ti fied, as sessed and mit -
i gated.

B - a less de tailed En vi ron men tal Anal y sis is re quested if fu ture en vi -
ron men tal im pacts are po ten tially sig nif i cant but can be readily iden ti fied,
as sessed and mit i gated.
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C - nei ther EIA nor en vi ron men tal anal y sis are re quired. The EBRD
op er a tions also re quire en vi ron men tal au dit de ter min ing risks and li a bil i -
ties, com pli ance and ad e quacy of pol lu tion con trol mea sures. This clas si fi -
ca tion di vides op er a tions into the fol low ing groups:

1 - En vi ron men tal Au dit is to be un der taken if the loan is pro vided for
on go ing op er a tions with ap pli ca tion of the ex ist ing fa cil i ties

0 - no En vi ron men tal Au dit is re quired if the pro ject is a green field in -
vest ment10

The EBRD does not pro vide clear def i ni tions of pro ject cat e go ries,
but it has de vel oped a list of green field and/or ma jor ex pan sion pro ject
types which are sub ject to full EIA11. Other pro jects not in cluded in the
list would typ i cally be screened as B or C-categories, though in the event
of ad di tional fac tors in volved (e.g., sen si tive lo ca tion, large scale, risk of
se ri ous ac ci dents or threat to hu man’s health) they may be re viewed and
as signed to A-category. If this list were not only a guide lines but oblig a -
tory to fol low, this mea sure could guar an tee due han dling of en vi ron -
men tally dam ag ing pro jects, elim i nate the op por tu nity for mis takes,
fa cil i tate de ci sion-making for the staff re spon si ble for screen ing and save 
their time, as well as al low for some de gree of flex i bil ity in or der to en -
sure proper ac tions in the event of any com pli ca tions. How ever, this list
of A-category pro ject types serves only as an ex am ple, gen eral guide lines
for the staff. In prac tice, de ci sions are made on case-by-case ba sis as in
the IBRD and IFC and, sub se quently, do not ex clude the pos si bil ity of
as sign ing of a pro ject with sig nif i cant and di verse im pacts to cat e gory A
in stead of B.

In oil and gas sec tor, the dis cussed list of A-projects in cludes hy dro -
car bon pro duc tion, crude-oil re fin er ies and large-diameter oil and gas
pipe lines. Adop tion of this mea sure by the EBRD shows that the bank
re cog nises the sig nif i cance of en vi ron men tal im pacts caused by oil and
gas in dus try. Nev er the less, it should be emphasised that the list re fers
only to green field and ma jor ex pan sion pro jects and does not ap ply to
rel a tively small-scale op er a tions on ex ist ing fields that still may have con -
sid er able en vi ron men tal im pact. 
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For all the three banks, there can be dis tin guished sev eral com mon
points for im prove ment. So, it is highly im por tant that the banks have
more spe cific and strict pro ce dures on the pro ject cate gori sa tion.
Stronger def i ni tions of cat e go ries along with the oblig a tory ad her ing to
the list of A-projects due to sig nif i cance of im pacts could sig nif i cantly
ben e fit the over all EA pro cess ef fi ciency, fa cil i tate the staff’s task and
have a pos i tive im pact on the over all en vi ron men tal pro ject qual ity.
More over, tak ing into ac count that rou tine oil / gas op er a tions and ac ci -
dents have po ten tial to bring about dam age to the en vi ron ment, trig ger
changes at lo cal and re gional scale and con trib ute to global prob lems
(cli mate change, re lease of ozone de plet ing sub stances), the au thor ar -
gues for the rel e vance of only A cat e gory for any oil and gas pro jects, re -
gard less of ac tiv i ties scale and sen si tiv ity of the area. For the IFC, it can
be rec om mended that the dis clo sure of the full set of con ducted stud ies
to lo cal NGOs and in hab it ants should take place in case of any pro ject
cat e gory. 

Environmental assessment 
Ac cord ing to the es tab lished pro ce dures, the screen ing is per formed 

to de ter mine which en vi ron men tal as sess ment in stru ments should be
ap plied to the pro ject. The IBRD in stru ments in clude EA, en vi ron men -
tal au dit, haz ard or risk as sess ment, and EMP. As an al ter na tive to EIA
of a par tic u lar pro ject, re gional or sec toral EAs may be re quired to as -
sess cu mu la tive im pacts. How ever, the en vi ron men tal pro ce dures do
not stip u late the de tailed pro vi sions for ap pli ca tion of re gional/sec toral
EA, and the in ves ti ga tions of this type are rarely done.

The range of ex ist ing the IFC in stru ments used in en vi ron men tal as -
sess ment is more lim ited than in the IBRD: it is con sti tuted by EIA of a
par tic u lar pro ject, en vi ron men tal au dit, haz ard or risk as sess ment, and
en vi ron men tal ac tion plan (EAP) - equiv a lent of the IBRD EMP. The
im ple men ta tion of sec toral/re gional EA is not re quested by the
adopted pol icy. The Bank might ex plain this by work ing with sep a rate
pri vate en ter prises in stead of deal ing with gov ern ments or im ple ment -
ing large-scale pro jects and sec toral re forms. In this re spect, the IFC
does not es ti mate the im pact of sup ported pri vate op er a tions as sig nif i -
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cantly af fect ing the en vi ron ment at the re gional level and, thus, does not
con sider ap pro pri ate to con duct re gional/sec toral EA. How ever, cu mu -
la tive ef fects of small IFC pro jects in oil and gas field de vel op ment, con -
cen trated in one area, may give rise to re gional changes. A num ber of
sim i lar pro jects push ing the in dus try to ex pan sion and more rapid de vel -
op ment are likely to have sig nif i cant im pli ca tions for the en vi ron ment.
There fore, the ab sence of re gional or sec toral as sess ment in the set of the 
IFC in stru ments is a strong draw back, and it would seem rea son able for
the IFC not to de vi ate from the IBRD pol icy in us ing re gional or sec toral
EA.

In the EBRD, the main types of en vi ron men tal in ves ti ga tions nor -
mally re quired for op er a tions are EIA, en vi ron men tal anal y sis and au dit.
Ad di tional in stru ments, which can be used, de pend on the na ture of op -
er a tions and may in clude en ergy or waste au dit, haz ard anal y sis or quan ti -
fied risk as sess ment. 

Also, the Bank may carry out stra te gic en vi ron men tal as sess ment
(SEA), which can be con sid ered an equiv a lent to the IBRD re gional or
sec toral en vi ron men tal as sess ment. Since SEA al lows de ter min ing more
far-ranging and cu mu la tive im pacts of op er a tions as well as to pro pose
broader types of al ter na tives, its pres ence among the EBRD in stru ments
has pos i tive im pli ca tions. How ever, it should be men tioned that the
EBRD En vi ron men tal Pol icy and Pro ce dures do not con tain any de -
tailed in struc tions on ex act cases of ap pli ca tion of par tic u lar ad di tional
as sess ment in stru ments. It would sig nif i cantly clar ify the sit u a tion, if the
Bank de fined ex act con di tions of their ap pli ca bil ity and time frame of
im ple men ta tion. 

It seems log i cal to con duct stra te gic EA at the ini tial stage be fore pro -
ject ap proval, so that it could en sure proper mit i ga tion of im pacts via
changes in pro ject de sign. Nev er the less, in case of Sakhalin off shore pro -
ject in Rus sia, the EBRD stated that cu mu la tive and mul ti ple im pacts in
the area were un known and SEA might be rel e vant only two years af ter
the pro ject had been ap proved12. Thus, the pro ject was de signed with out
tak ing into ac count cu mu la tive im pacts in the re gion and the ways of
their mit i ga tion. This SEA planned by the EBRD can be use ful only in
case of an other loan for op er a tions in Sakhalin to be pro vided in the fu -
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ture, oth er wise, it re mains the o ret i cal re search with out any prac ti cal ap -
pli ca tion in the bank’s op er a tions.   

Borrower’s responsibility and bank’s supervision
Su per vi sion over the bor rower’s im ple men ta tion is one of the ma jor 

bank’s func tions. En vi ron men tal pol i cies and pro ce dures shape the
Bank’s be hav iour if they are im ple mented in prac tice. The is sue of su -
per vi sion should be at tached ad di tional im por tance in all fSU coun tries
in clud ing Rus sia, since the most acute com mon prob lem in this re gion is 
un re li able ba sic in for ma tion and im ple men ta tion re port ing. Ac cord ing
to the WBG13, “the old sys tem of cen tral plan ning and con trol has left a
leg acy of in ef fi ciency and mis man age ment re sult ing from … in com -
plete ac count abil ity for per for mance and re sults, and in cer tain cases,
de lib er ate mis re port ing of en vi ron men tal data”. In ad di tion to this “his -
tor i cally orig i nated” dis crep ancy be tween ac tual sit u a tion and sat is fac -
tory im ple men ta tion re flected in re ports, the oil and gas sec tor in Rus sia
is no to ri ous for its high level of cor rup tion14. Such prac tices of ten ap -
plied by the Rus sian part ners in joint ven tures may have sig nif i cant im -
pact on the over all pro ject ful fil ment and com pli ance. Thus, strict
de tailed banks’ re quire ments for and con trol of as sess ment stud ies, pro -
ject prog ress, mon i tor ing and re port ing are cru cial for suc cess ful im ple -
men ta tion of any pro ject in Rus sia. How ever, the IBRD, IFC and
EBRD do not have any strong pro vi sions on su per vi sion over bor -
rower’s ac tiv i ties con tained in their pro ce dural doc u ments or pol i cies.

Ac cord ing to the banks’ re quire ments, the bor rower/pro ject spon -
sor has the re spon si bil ity of car ry ing out EA while the banks’ func tions
in clude ad vis ing and su per vi sion. The IBRD and IFC EA Pol icy 4.01
stip u lates par tic i pa tion of an in de pend ent third party in EA pro cess for
cat e gory A pro jects, which helps avoid “con flict of in ter ests” sit u a tion.
Also, the pol icy re quires the in volve ment of in de pend ent, in ter na tion -
ally re cog nised spe cial ists for EA of A pro jects that are “highly risky or
con ten tious or in volve se ri ous and mul ti di men sional en vi ron men tal
con cerns”. This item un doubt edly has over all pos i tive im pli ca tions for
the qual ity of as sess ment.
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The im por tant de fi ciency is that cat e gory B pro jects are sub ject to a
less de tailed as sess ment, and there are no def i nite strict pro vi sions on the 
EA per former, which would en sure sim i lar ob jec tiv ity. In the event of
EA car ried out by the team re spon si ble for pro ject de sign, there al ways
ex ists a risk of biassed con sid er ation and pro posal of pre ven tion and mit -
i ga tion mea sures that would not in tro duce sig nif i cant changes into ini tial
pro ject de sign. Thus, the in volve ment and re spon si bil ity of the third
party not af fil i ated with the bor rower and the pro ject is es sen tial for car -
ry ing out an ef fec tive en vi ron men tal as sess ment, au dit, risk anal y sis and
should be stip u lated in the banks’ pol i cies and pro ce dures for any pro ject 
cat e gory.

The IFC En vi ron men tal and So cial Re view Pro ce dure gives some
spec i fi ca tions on the su per vi sion of EAs for the pro jects of dif fer ent cat -
e go ries (A - site visit and the spon sor’s re port, B - in for ma tion pro vided
by the spon sor and pro ject team). The IFC pol icy, like the IBRD’s,
makes em pha sis on the desk re view of com pli ance and mon i tor ing data
sub mit ted by the pro ject spon sor it self15, which in some cases ap pears to
be over es ti ma tion of the spon sor’s abil ity to pro vide high-quality re -
ports.

Also, the IFC gives much weight to in for ma tion pro vided by the op -
er a tors in de ter mi na tion of the pro ject spon sor’s en vi ron men tal ca pa bil i -
ties. Ac cord ing to ac cepted prac tices, the IFC sends an En vi ron men tal
and So cial Ques tion naire to be com pleted by the op er at ing com pa nies.
This can be ef fec tive for highly re puted mul ti na tional com pa nies, but the 
typ i cal sit u a tion with Rus sian part ners in joint ven tures de mands con tin -
u ous per sonal pres ence and deep in ves ti ga tions of the Bank’s in spec tor.
More over, it should be men tioned that the IFC un der takes the as sess -
ment of the spon sor’s en vi ron men tal ca pa bil ity only on-site, while the
IBRD im ple ments it on-site as well as at the agency and min is try lev els,
which is sub stan tially broader and more re li able. 

The IFC re quests sub mis sion of an nual en vi ron men tal mon i tor ing
re ports by the pro ject com pany on the pro ject per for mance against rel e -
vant guide lines and pol i cies (for A-category com pleted or ver i fied by in -
de pend ent con sul tants), su per vi sion mis sions car ried out by the
In vest ment De part ment of the Bank and the Tech ni cal and En vi ron -
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ment de part ment, and/or pro ject site vis its by En vi ron men tal Di vi sion.
How ever, the in volve ment of in de pend ent re cog nised third par ties in
re port ing is not stip u lated for B-category. 

Also, it should be stressed that the IFC does not have any oil and gas
rep re sen ta tive of fice in Rus sia that could con trol im ple men ta tion of
rou tine op er a tions in the coun try. Su per vi sion is car ried out at a dis tance 
from the Oil and Gas Di vi sion lo cated in Wash ing ton, with pe ri od i cal
field vis its, which does not al low for con tin u ous high-quality con trol of
the pro ject spon sor per for mance.

The EBRD is not an ex cep tion among MDBs that do not have the
de tailed re quire ments for mon i tor ing and su per vi sion that they prac tice, 
cod i fied in a pol icy or pro ce dural doc u ment. The ex ist ing pro vi sions ap -
pear to be in suf fi cient for en sur ing ob jec tive sur vey or ef fi cient su per vi -
sion.

If the IBRD and IFC stip u late the pres ence of an in de pend ent team
for at least A-category pro ject EA and an ad vi sory panel of in ter na tion -
ally re cog nised ex perts in par tic u lar cases, the EBRD pro ce dures do not
set any sim i lar con di tions. 

Like the IFC and IBRD, the EBRD re lies mostly on re view of an -
nual re ports com piled by the op er a tor while staff field trips are nor mally 
timed and pre pared by the com pany. This, in the light of the com mon
within Rus sia prac tice of mis re port ing and fal si fi ca tion seems quite an
in se cure mea sure. 

Cur rently, there is no com pre hen sive pro ce dure on in spec tion and
su per vi sion that would en sure con tin u ous con trol over the per for -
mance of do mes tic part ners par tic i pat ing in oil and gas joint ven tures
sup ported by the banks. Taking into ac count the spe cific con di tions in
the fSU oil and gas in dus try, a de vel oped sys tem of ex ter nal mon i tor ing,
su per vi sion and con trol should be worked out by the banks for a num -
ber of coun tries in clud ing the RF. De spite en vi ron men tal ca pac ity
strength en ing of the bor rower/pro ject spon sor, not the op er a tor’s re -
ports and as sess ments, but site vis its, su per vi sion mis sions, pe ri od i cal
re views and au dits car ried out by the banks’ staff or other in de pend ent
par ties are to be pro moted and given more weight, at least, at ini tial
stages of im ple men ta tion.
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 Effectiveness of guidelines and policies
Due to the de vel oped en vi ron men tal pol i cies and pro ce dures, staff

en gaged in en vi ron men tal and tech ni cal is sues, and pro ject port fo lio, the
WB is re garded “the green est” among large MDBs16. To date, the Bank
has adopted spe cific pol i cies cov er ing sep a rate ar eas - lend ing in for estry, 
ag ri cul ture (pest man age ment), wa ter re sources (dams and res er voirs, in -
ter na tional wa ter ways), in dig e nous peo ples and oth ers. Nev er the less,
though some of these pol i cies (e.g., Nat u ral Hab i tats, For estry, and In -
vol un tary Re set tle ment) are ap pli ca ble to nu mer ous pro jects re gard less
of the type of in dus try, it should be emphasised that there ex ists no sep a -
rate nat u ral re sources pol icy. 

In re gard to oil and gas in dus try, the WBG ac knowl edges high sig nif -
i cance of lend ing to this par tic u lar sec tor in de vel op ing coun tries, since it
is di rectly linked to eco nomic and so cial well-being17. This, along with ac -
knowl edge ment of the fact that oil and gas field de vel op ment is con sid -
ered among most po ten tially harm ful ac tiv i ties rais ing com plex
en vi ron men tal prob lems, should have pro vided the ba sis for de vel op -
ment of a sep a rate oil and gas pol icy that would cover the en vi ron men tal
is sues in volved. 

Though no sep a rate pol icy pro vid ing com pre hen sive cov er age of oil
and gas ob jec tives and ac tiv i ties ex ists, both the IFC and IBRD con duct
op er a tions ac cord ing to sec tor-specific stan dard guide lines. 

Oil and Gas De vel op ment (On shore)18 con tains “nor mally ac cept -
able to the WBG” con cen tra tions of air emis sions and wastewater as well 
as noise lev els while per form ing op er a tions on shore. These stan dards
can be re garded of high value, since they set strict lim i ta tions not to be
ex ceeded dur ing op er a tion, but have a few crit i cal is sues which could be
im proved. 

The guide lines pro mote prac tices de signed for com pli ance with the
fixed emis sions re quire ments. These in clude maxi mi sa tion of fresh wa -
ter-based muds, re use of die sel-based muds and drill ing mud de cant wa -
ters, oil re cov ery from pro cess wastewater, mini mi sa tion of gas flar ing,
and scrub bing sour gases. The enu mer ated is sues could have cru cial im -
por tance for re duc ing the en vi ron men tal im pact of on shore op er a tions.
How ever, the guide lines do not set strict re quire ments as sum ing that ori -
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en ta tion at im ple men ta tion of these prac tices in fu ture is es sen tial, while 
the ap pli ca tion of the prac tices should pro vide the ba sis for WBG de ci -
sion on pro vi sion of fi nan cial as sis tance. 

The IFC En vi ron men tal, Health and Safety guide lines19 pro vide re -
quire ments and rec om men da tions con cern ing off shore hy dro car bon
ex trac tion that would let Rus sia make a step on the way to a better en vi -
ron men tal per for mance (e.g., as sess ment of oil spills and de vel op ment
of oil spill con tin gency plans, mea sures to quickly to de tect a leak and
mini mise its im pact - me ter ing, alarms and au to matic shut down sys -
tems), since some prac tices are not ap plied by many com pa nies in Rus -
sia yet. These guide lines set the op ti mal ac cepted lev els of air emis sions
and liq uid effluents (open wa ter). How ever, some lim i ta tions such as
open sea dis charges of die sel-oil muds are of lit tle rel e vance to off shore
de vel op ment in Rus sia, since the RF Fed eral Law is more strin gent in
this re spect and pro hib its dis charge of any effluents con tain ing not only
oil- but also wa ter-based muds and cut tings into open sea. Also, it
should be noted that the guide lines do not have any pro vi sions on noise
level in off shore op er a tions, which is of im por tance for re duc ing the im -
pact on vul ner a ble ma rine en vi ron ment. 

All the emis sions lev els and prac tices dis cussed above are guide lines
to be fol lowed, which de notes that there is a high flex i bil ity in their ap -
pli ca tion. Ac cord ing to the IBRD pol icy, ex act re quire ments are usu ally
es tab lished on the ba sis of these guide lines and the coun try leg is la tion,
“as ap plied to lo cal con di tions”. It means that in par tic u lar cases the
emis sion lev els stated in the WB guide lines act as a fi nal tar get for the
com pany to be reached some time dur ing pro ject im ple men ta tion. The
es sen tial fac tor de creas ing meet ing these stan dards in a timely man ner is 
that ex act time frames and mea sures for reach ing the com pli ance with
the tar geted lev els are of ten not stip u lated by the banks. This al lows the
emis sions to re main nearly at the same level with out sig nif i cant im -
prove ments, which con trib utes to the am bi gu ity of ef fec tive ness of the
re garded guide lines.

In re gard to oil and gas, the WBG has de vel oped guide lines only for
pe tro leum re fin ing and de vel op ment op er a tions on shore/off shore,
while the adop tion of a com pre hen sive stan dards for off shore/on shore
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de vel op ment, oil and gas trans port along with gen eral oil and gas pol icy
con tain ing goals and ac tiv i ties would be of sig nif i cant ben e fit.

The pe cu liar ity of the EBRD pol i cies and pro ce dures that at tracted a
lot of at ten tion a few years ago was that the bank did not have its own op -
er a tional and emis sions stan dards for in dus trial sec tors. Un til 1996, the
EBRD had the prac tice of ap pli ca tion of dif fer ent stan dards in com par a -
tive man ner: the En vi ron men tal Ap praisal Unit was re spon si ble for the
de ci sion whether lo cal or some other stan dards would be most ap pro pri -
ate for ev ery par tic u lar pro ject. With the re vi sion of En vi ron men tal Pol -
icy, the EBRD set two pos si ble vari ants of stan dards ap pli ca bil ity:

1) op er a tions have to meet most strin gent na tional and ex ist ing Eu ro -
pean Un ion (EU) en vi ron men tal stan dards; and 

2) pro jects are to com ply with the na tional and WB stan dards if EU
stan dards do not ex ist.

The bank de clares its com mit ment to pro mote pro grams for achiev -
ing com pli ance with the ap pro pri ate set of stan dards and good in ter na -
tional prac tice. But, as it is also the case with the IBRD and IFC, the bank 
of ten does not set strict uni ver sal time frames and they can range from
six months till the date of full loan re im burse ment. This flex i bil ity may
sub stan tially slow down the pro cess of achiev ing the de sired qual ity of
per for mance.

In terms of in tended en vi ron men tal pro tec tion while con duct ing oil
and gas pro jects, the EBRD has a dis tin guished ad van tage over the
IBRD and IFC - it has spe cific Nat u ral Re sources Pol icy that pro vides
clear guide lines on oil and gas and dis cusses the EBRD in ten tions and
plans re gard ing the Rus sian oil and gas.

The EBRD Nat u ral Re sources Op er a tions Pol icy most clearly out of
three in sti tu tions sets the goals and pri or i ties of the EBRD in volve ment
in nat u ral re source ex trac tion, in clud ing oil and gas. In this pol icy the
EBRD iden ti fies key po ten tial en vi ron men tal im pacts which can be
caused due to the Bank’s in volve ment in the oil and gas sec tor and de ter -
mines the ways they are ad dressed and mit i gated20. How ever, some so lu -
tions pro posed by the bank are too gen eral or are not ef fec tive in
elim i nat ing the prob lem. For in stance, the Bank de clares im prove ment
of en vi ron men tal man age ment and en force ment of im ple men ta tion
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mon i tor ing but does not spec ify through which pro grams and mea sures
it will be reached. The EBRD plans to switch from small and me -
dium-sized oil and gas pro duc tion and de vel op ment of the ex ist ing
fields to large-scale op er a tions in fron tier ar eas (Arc tic North, Far East). 
This will un doubt edly cause se ri ous en vi ron men tal and so cial prob lems, 
since these ter ri to ries are re mote, char ac ter ised by the fra gil ity of eco -
sys tems, and rep re sent sub sis tence liv ing for in dig e nous peo ples. The
bank’s re quire ments for en vi ron men tal due dil i gence can not be con sid -
ered as a re sponse to work ing in fron tier ar eas.

Also, a cer tain de gree of ir rel e vance is re vealed through ad dress ing
the GHGs emis sions is sue. The Bank ad mits that oil and gas pro jects
sig nif i cantly con trib ute to GHGs as a re sult of flar ing and fu gi tive emis -
sions and pro poses Joint Im ple men ta tion pro jects as well as sys tem atic
col lec tion of in for ma tion on car bon di ox ide emis sions in the fu ture as
mit i ga tion of the prob lem, in stead of with hold ing from in vest ing in new 
large-scale oil and gas ex trac tion. A num ber of ex am ples like these in the 
EBRD pol icy may lower the value and ef fec tive ness of this pol icy.

In gen eral, it is char ac ter is tic of the EBRD that its goals are most
clearly stated, its doc u ments cov er ing oil and gas han dling seem more
com pre hen sive, well de vel oped and pro vide rather good ba sis for a
higher en vi ron men tal per for mance that in the IFC and even IBRD. But
the crit i cal point for the EBRD may be the im ple men ta tion of the ob jec -
tives and ap pli ca tion of all the adopted prac tices and pro ce dures in prac -
tice. For draw ing a com pre hen sive pic ture of the banks’ be hav iour in
the Rus sian oil and gas sec tor, their pro ject port fo lio and its cor re spon -
dence with the stated goals should be ana lysed.

 Implementation of environmental objectives
The gen eral is sues of the MDB pol i cies and pro ce dures dis cussed

above serve as a ba sis for the banks’ be hav iour and can ap ply to the se -
lec tion and han dling of pro jects by the in sti tu tions in all the sec tors.
Hav ing ben e fits and dif fi cul ties pre-supposed in the re lated en vi ron -
men tal pol i cies and guide lines, we can pro ceed to con sider the spe cific
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goals of oil and gas and their cor re spon dence with the banks’ oil and gas
port fo lio in Rus sia.

The WBG de clares among its en vi ron men tal pri or ity ob jec tives in oil 
and gas the fol low ing21:

• the clean up of past environmental bad practices;
• prevention and rapid response to environmental disasters;
• repair of oil field surface infrastructure, especially pipeline leaks;
• development of legislation and regulations to minimise the oil and

gas-related impact on the environment and indigenous populations; and
• strengthening institutional capacity to address environmental concerns.
The tar geted crit i cal is sues are ad dressed to a cer tain ex tent in the op -

er a tions of the IBRD, as seen from the bank’s pro ject port fo lio (see Ta -
ble 3). 

The IBRD has a rel a tively green port fo lio hav ing two loans with pri -
mary en vi ron men tal goals out of four in the Rus sian oil and gas. The two
1995 pro jects were de signed to meet the IBRD core en vi ron men tal ob -
jec tives: Emer gency Oil Spill Re cov ery pro ject aims to mit i gate the oil
con tam i na tion in the Komi re gion22, while Gas Dis tri bu tion Re ha bil i ta -
tion pro ject has a com po nent cov er ing the re pair of out dated leak ing in -
fra struc ture. It should be noted, how ever, that the amount of fi nanc ing
of these green pro jects is in sig nif i cant in com par i son with the oil re ha bil -
i ta tion pro jects, which five to eight times ex ceed the sums pro vided for
en vi ron men tal pur poses.

The two re ha bil i ta tion pro jects in clude cov er age of some en vi ron -
men tal as pects. They con tain such com po nents as re pair of the ex ist ing
in fra struc ture and strength en ing of en vi ron men tal ca pa bil i ties through
man a ge rial and tech ni cal as sis tance. This part of the op er a tional tasks
cor re sponds with the stated goals. Nev er the less, the full fea si bil ity of the
tasks in prac tice ap pears to be doubt ful. Ac cord ing to Or gani sa tion for
Eco nomic Co op er a tion and De vel op ment (OECD)/EIA23, the in vest -
ment of USD six bil lion would be needed to re ha bil i tate only one of the
gi gan tic oil fields in West ern Si be ria. Thus, the re ha bil i ta tion pro ject
costs prove to be in ad e quate for full meet ing the goals, which makes im -
pos si ble high-quality field re ha bil i ta tion with pay ing proper at ten tion to
en vi ron men tal prob lems. As Schmidt notes24, the mod erni sa tion and en -
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vi ron men tal strength en ing may not be con sid ered the es sen tial part of
these pro jects, as the op er a tions ac tu ally aim at in crease in pro duc tion
through re-conditioning of aban doned wells. Also, tak ing into ac count
that no ex act time frames for im pact mit i ga tion mea sures and means of
their en force ment were not fixed in pro ject doc u ments, while an ef fi -
cient sys tem of su per vi sion was not de vel oped, we might as sume that
the oil re ha bil i ta tion pro jects more seem than re ally con tain en vi ron -
men tally ben e fi cial as pects.
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Ta ble 3. The IBRD oil and gas pro jects in the Rus sian Fed er a tion

Loan, ma jor com po nents and ob jec tives Amount
(mil lion
USD)

1993 - Oil re ha bil i ta tion I

• strengthen RF ability to earn foreign exchange through increased oil
production and exports

610

1994 - Oil re ha bil i ta tion II

• assist in attracting foreign capital in private oil and gas joint ventures
• slow down the rate of oil production decline in Western Siberia 
• rehabilitate idle wells and facilities where warranted,  reconstruct existing

field infrastructure for a limited number of fields
• transfer international technologies and management practices 
• help in implementation and preparation of field optimisation plans

500

1995 - Emer gency oil spill re cov ery and mit i ga tion

• stabilise the oil in the spill area prior to the spring thaw
• continue clean-up in an environmentally appropriate way and minimise to

the extent possible damage to the impacted areas 
• support safe pipeline operations in the near term and evaluate the need for 

a replacement pipeline investment project for the longer term

99

1995 - Gas dis tri bu tion re ha bil i ta tion and en ergy ef fi ciency

• improve gas distribution network: installation of metering system,
cathodic protection and pipe replacement

• energy efficiency investments (replacement of outdated equipment)

70

Data source: World Bank Group. 2000.World Bank sup port to the Rus sian Fed er a tion [on line].
URL: http://wbln0018.worldbank.org/ECA/eca.nsf ; IBRD. 1993. Gas dis tri bu tion re ha bil i ta -
tion and en ergy ef fi ciency pro ject. PID RUPA 8803; IBRD.1994. Sec ond oil re ha bil i ta tion pro -



The port fo lio anal y sis shows that the bank im ple ments its en vi ron -
men tal ob jec tives mostly through its green pro jects, while some goals
such as de vel op ment of en vi ron men tal leg is la tion re main not ad dressed.
The IBRD green in vest ments could have sig nif i cantly im proved the sit u -
a tion in the Rus sian oil and gas sec tor if they had not been stopped in
1995. In gen eral, it should be ac knowl edged that the IBRD port fo lio cor -
re sponds to its en vi ron men tal ob jec tives to the great est ex tent among
the three in sti tu tions. 

As a mem ber of the WBG, the IFC is sup posed to share the goals in
oil and gas with the IBRD. Nev er the less, de spite these en vi ron men tally
ben e fi cial goals and pol i cies so sim i lar to the IBRD’s, due to its na ture
and pur pose of es tab lish ment, the IFC can not ri val the IBRD as a
greener de vel op ment agency. As Gutner notes25, the in sti tu tion ori ented
at pri vate sec tor lend ing is strongly de mand-driven, and this ori en ta tion
to cli ent re spon sive ness sig nif i cantly re duces its abil ity to in flu ence the
na tional pol icy frame work, push for green pro jects or even build in en vi -
ron men tal con sid er ations into op er a tions, if the en vi ron ment is not
given high pri or ity in the coun try-borrower. Ob vi ously, at pres ent, the
en vi ron ment is not among the pri or i ties for pri vate oil and gas com pa -
nies op er at ing in Rus sia, since they are mostly con cerned with en hanc ing
the pro duc tion, which is a ma jor pre req ui site for in crease in profit. This
de fines the na ture of pro jects sup ported by the IFC in the Rus sian oil and 
gas sec tor and sub stan tially in flu ences the qual ity of op er a tions per -
formed.

Com paring the IFC and IBRD oil and gas sec tor pro jects in Rus sia, it
should be noted that the IFC port fo lio out lined in the ta ble be low is sub -
stan tially less green than the IBRD’s, since the pro jects are not fo cussed
on pri mary en vi ron men tal goals but mostly in volve green field on shore
de vel op ment aim ing to at tract pri vate in vest ments into oil and gas sec tor
and in crease in pro duc tion. Thus, the IFC mostly con cen trates on the
im ple men ta tion of its pri mary eco nomic goal - to en cour age in vest ment
in pri vate ven tures in the in dus try that plays an im por tant role in the re -
cov ery of the coun try’s econ omy. 
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The over view of the IFC oil and gas sec tor op er a tions shows that
the cor po ra tion has not ini ti ated any “green” op er a tion with pri mary en -

vi ron men tal ob jec tives (remediation, clean-up, re cov ery and mit i ga tion,
in fra struc ture re place ment and re pair). In stead, the IFC is mostly en -
gaged in pro jects of oil and gas field de vel op ment with ap pli ca tion of
mod ern tech nol o gies and mod ern man a ge rial ap proach. 
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Ta ble 4. The IFC oil and gas pro jects in the Rus sian Fed er a tion

Pro ject, main ob jec tive Fi nance

(mil lion

USD)

1993 - Po lar Lights

• de velop the Ardalin oil field in the Komi Re pub lic: drill de vel op ment wells,
es tab lish treat ment fa cil i ties, con struct a 36-km pipe line

60 (loan)

1993 - Vasyugan Ser vices

• in crease out put of the ex ist ing oil and gas wells in the Tomsk re gion with
the use of mod ern oil well frac tur ing meth ods

10 (loan)
1.5
(quasi-
eq uity)

1997 - Aminex

•  re cover crude oil from the Kyrtayel oil field in the Komi Re pub lic for ex port to
West ern Eu rope

• as sist a small, pub licly traded, widely held com pany to com plete the fi nanc ing plan for
its in vest ment pro gram 

• sup port pri vate sec tor hy dro car bons de vel op ment

17
(loan)
3.05 (eq -
uity)

1999 - Aminex

• fur ther de velop Kyrtael oil field

0.12 
(eq uity)

1999 - Bitech Silur

• fully develop South Kyrtael and Lekker oilfields in Timan-Pechora region
(Komi) with installation of drilling and gas-re-injection facilities

• carry out an extended well test and seismic studies on non-producing Subor 
heavy oil field

• assist a relatively small independent company to complete the financing
plan 

• support private sector hydrocarbons development

17.50
(loan)

7.50 
(eq uity)



Though the IFC pro jects may be de signed to have a dem on stra tion
ef fect in terms of higher en vi ron men tal stan dards and re quire ments for
en vi ron men tal im pact as sess ment and mit i ga tion plans26, the na ture of
the cor po ra tion deal ing with the pri vate sec tor pre sup poses more busi -
ness-like, profit-oriented ap proach to oil and gas pro jects. This elim i -
nates green pro jects from the IFC port fo lio and pro vides for more
lim ited en vi ron men tal com po nents of the pro jects in com par i son with
the IBRD. There could be ob served cer tain dis crep ancy be tween the
goals stated by the WBG in re gard to oil and gas and their im ple men ta -
tion by the IFC. In this re spect, we can ar gue that among these two in sti -
tu tions the IBRD is a de vel op ment agency with a sig nif i cantly greener
pro ject port fo lio, better cor re spon dence be tween its en vi ron men tal
goals and their im ple men ta tion, thus, with a con sid er ably better en vi ron -
men tal per for mance.

The EBRD has a set of en vi ron men tal goals dif fer ent from the one
adopted by the WBG and, thus, should be con sid ered sep a rately. The
main ob jec tives of the bank in the oil and gas sec tor in clude the fol low -
ing:

• promotion of private participation in oil and gas sector through strategic 
investment in oil;

• transfer and dispersion of skills through promotion of new but proven
technologies and involvement of capable local employees;

• demonstration of new replicable behaviour through support for
environmental clean-ups, implementation of adequate EA, audit and
monitoring;

• taking holistic approach to complex gas issues including upgrading and
rehabilitating pipeline infrastructure, storage facilities and gas
utilization;

• improvement of regulatory and institutional framework: assisting in
development of appropriate legislation (emissions and business conduct 
standards), strengthening the institutional capacity to monitor and
enforce the existing policies and standards; and 

• addressing the national and regional environmental problems.
From the very be gin ning, the EBRD in tended to play “a lead er ship

role in the en vi ron men tal re cov ery of the re gion” ini ti at ing and sup port -
ing stud ies and pro grams that would ad dress re gional and na tional en vi -
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ron men tal prob lems27. How ever, the EBRD faces the same prob lem as
the IFC, which hin ders the ful fil ment of this am bi tious goal: the pri -
vate-sector ori en ta tion does not al low for strong in flu ence on the en vi -
ron men tal be hav iour of the bor row ers in such coun tries as Rus sia
where the eco nomic de vel op ment takes place at the ex pense of the en vi -
ron ment. As a re sult, the EBRD pro ject port fo lio in the Rus sian oil and
gas sec tor, which is out lined in the ta ble be low, in cludes a very lim ited
num ber of oil and gas op er a tions with pri mary en vi ron men tal goals and
quite a sub stan tial share of field de vel op ment pro jects di rected at gain -
ing profit, though they can in clude some en vi ron men tal com po nents. 

From the ta ble above, we can see that the bank is very ac tive in pro -
vid ing loans to the oil and gas ex trac tion in dus try in com par i son to the
IBRD and even the IFC28, and most of the EBRD pro jects are di rected
to the oil and gas re serve de vel op ment and in crease in pro duc tion. 

It should be emphasised that there is only one pro ject in the bank’s
port fo lio whose spe cific pur pose was the clean up of caused en vi ron -
men tal dam age. This green loan, which pro vided by the EBRD in 1995
for the clean up of the oil spill in Komi, ap pears to be the sole pro ject
with a pri mary en vi ron men tal goal. The at ten tion should be drawn to
the amount of fi nanc ing - USD 25 mil lion, which looks quite in sig nif i -
cant in com par i son with loans for other pro jects. Over all, more than
mod est per cent age of purely en vi ron men tal pro jects in com par i son
with the IBRD tes ti fies to sig nif i cantly less green im pact of the bank in
com par i son with the IBRD. 

There fore, on the ba sis of the bank’s port fo lio for the Rus sian Fed -
er a tion we can state that the EBRD in the same way as the IFC pays
more at ten tion to meet ing its fi nan cial and eco nomic goals in at tract ing
in vest ments in oil and gas pri vate op er a tions. These op er a tions might
have dem on stra tion ef fect due to proper EA, man age ment, stan dards
pro vided that rel a tively pro found and spe cific (in com par i son to the
other in sti tu tions) en vi ron men tal pol i cies and pro ce dures of the EBRD
are im ple mented. How ever, the planned sup port to large-scale oil and
gas de vel op ment in fron tier ar eas with sig nif i cant en vi ron men tal im -
pacts is likely to over weight any pos i tive im pli ca tions of the bank’s in -
volve ment for the coun try. 
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Ta ble 5. The EBRD oil and gas pro jects in the Rus sian Fed er a tion

Project

Fi nancing,
(Mil lion
ECU/
USD)

1993 - Chernogorskoye JV

• construct oilfield facilities and purchase of drilling equipment
• develop the existing field in Western Siberia

23.8 ECU

1993 - Purneftegas Oil Pro ducing As so ci a tion

• enhance oil production and increase in exports
80.9 ECU

Po lar Lights JV

• develop the Ardalin oilfield in the Komi Republic: drilling of wells,
construction of facilities and pipeline

90 ECU

1994 - Samotlor Pan-Canadian

• enhance oil production in three fields in western Siberia
9.1 ECU

1994 - KomiArcticOil

• develop the second phase of an oilfield; gas utilisation
70 ECU

1994 – Vasyugan Ser vices joint en ter prise

• enhance crude oil production
8.2 ECU

1995 - Emer gency re cov ery and mit i ga tion pro ject

• assist in clean up of the oil spill in the Komi Republic and reconstruction
of the pipeline

• mitigate spill effects in indigenous communities

25 USD

1996 - Geoilbent 

• develop an oil and gas field in Western Siberia
49.8 ECU

1997 - Unified Gas Sup ply Sys tem Up grading

• increase the system efficiency and improve environmental performance
• transfer skills and international knowledge

92.7 ECU

1997 - Chernogorneft 

• stabilise of oil production decline, increase oil recovery
• undertake the infill drilling programs and EAP for a part of Samotlor

field in Western Siberia

26.6 ECU



Over all, we can draw the con clu sion that the EBRD goals are not
fully re flected in the bank’s pro ject port fo lio in the Rus sian oil and gas.
Its en vi ron men tal ob jec tives are met only par tially, putt ing this in sti tu -
tion some where in be tween the IBRD and IFC on the axe of en vi ron -
men tal per for mance and ben e fits brought by its op er a tions to the RF. 

Summary
Since mas sive MDBs’ in vest ments into oil and gas sec tor to a cer tain 

ex tent de ter mine the way of the coun try’s de vel op ment, the in sti tu tional 
ob jec tives in this sec tor, con tent of pol i cies, pro ce dures, guide lines and
ap pli ca ble stan dards have high sig nif i cance for the state of the en vi ron -
ment. The IBRD, IFC and EBRD en vi ron men tal doc u ments re lated to
oil and gas have sim i lar i ties and dif fer ences, which, along with their pos -
si ble im pli ca tions for the en vi ron men tal qual ity of op er a tions, have
been pre vi ously dis cussed. Nev er the less, it seems rea son able to pro vide
a brief sum mary of in sti tu tions’ ap proach to par tic u lar is sues (see Ap -
pen dix).

The anal y sis has shown that though in some re spects the EBRD
might have more com pre hen sive pol i cies and pro ce dures re gard ing
oil/gas and the en vi ron ment, the IBRD ap pears to be the in sti tu tion en -
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The banks’ environmental policies...

Project

Fi nancing,
(Mil lion
ECU/
USD)

1998 - Chernogorneft II

• develop the northern part of the Samotlor field
• stabilise production decline and increase
• expedite of the company’s Environmental Action Plan

107 ECU

1999 - Permtex

• develop oil reserve in the Perm region
45 USD

Data source: EBRD. 1993. EBRD: se nior lender in Po lar Lights. Press re lease of 16 Sep tem ber;
EBRD. 1995. EBRD sup ports Komi oil spill clean up. Press re lease of 4 May; EBRD. 1997.



sur ing the meet ing of its goals to the full est ex tent and hav ing the best
en vi ron men tal per for mance.

It should be noted that the pol i cies and pro ce dures of all the dis -
cussed banks, though vary ing in par tic u lar is sues, pos sess one and the
same points needed to be clar i fied or im proved in or der to en sure sus -
tain able na ture of op er a tions. The ex ist ing pol i cies are quite gen eral,
broad with out spec i fi ca tion of some im por tant is sues or with their in suf -
fi cient cov er age (e.g., ap pli ca tion of re gional/sec toral/stra te gic en vi ron -
men tal as sess ment, su per vi sion over the bor rower’s ac tiv i ties). They
pro vide mostly gen eral course of ac tions be ing in many cases guide lines
but not strict re quire ments. This flex i bil ity al lows for nu mer ous ex cep -
tions and vi o la tions in par tic u lar sit u a tions. Also, it is im por tant that en -
force ment mea sures that would push the bor rower to com ply with the
banks’ pol i cies, pro ce dures and guide lines are not de fined or spec i fied
clearly enough, which may re sult in non-compliance. The prob lems aris -
ing dur ing im ple men ta tion are pre-determined by the im per fec tion of
the ex ist ing pol i cies and will be dis cussed in two case stud ies con tained in 
the fol low ing chap ters.
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Case study: Sakhalin II

At pres ent, Sakhalin II (phase I) is one of the larg est among oil and
gas pro jects sup ported by MDBs in Rus sia: it ranks third in the amount
of the EBRD oil and gas fi nanc ing in the coun try. The pres ent chap ter
dis cusses the am big u ous is sue of ex pected so cial ben e fits, high en vi ron -
men tal risks, un sat is fac tory qual ity of per for mance (prob lems of pro ject 
com pli ance with na tional and EBRD en vi ron men tal re quire ments) and
in suf fi cient oil spill re sponse ca pac ity of the pro ject spon sor.

Project description 
The ta ble be low con tains sum mary of pro ject ob jec tives, es sen tial

prac tices and stan dards ap plied as well as data on im ple ment ing com pa -
nies and fi nan ciers.
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Ta ble 6. De scrip tion of Sakhalin II Pro ject

Pro ject

Com mer cial de vel op ment of the Astokh fea ture of the Piltun-Astokhskoye
oil and gas field lo cated in the Okhotsk Sea 15 km from the Rus sian main -
land near Sakhalin Is land with oil ex port by pipe line and tank ers to the
coun tries of the Asian-Pacific re gion 

Ob jec tives

• increase Russia’s crude oil production and exports;
• promote economic development of Sakhalin Island;
• introduce modern and environmentally sound offshore oil

production techniques; and
• provide demonstration effect that would facilitate implementation

of production-sharing framework in Russia enhancing fiscal stability 
for oil and gas companies and facilitating foreign investment.

In volve ment

Op er a tor: Sakhalin En ergy In vest ment Com pany Ltd. (SEIC) - a joint ven -
ture com prised of:
Mar a thon Pe tro leum Sakhalin Ltd. (USA - 37.5%);
Mitsui Sakhalin De vel op ment Com pany Ltd. (Ja pan - 25.0%);
Shell Sakhalin Hold ings BV (USA - 25.0%); and
Sub sid iary of Mitsubishi Oil Cor po ra tion (Ja pan - 12.5%).

Fi nancing

Sakhalin En ergy In vest ment Com pany 
EBRD - USD 116 mil lion (ECU 102 mil lion);
Over seas In vest ment Cor po ra tion (OPIC) - USD 116 mil lion; and
Ex port-Import Bank of Ja pan (JEXIM) – USD 116 mil lion.



At first sight, on the ba sis of the pro ject de scrip tion, Sakhalin II ap -
pears to be ben e fi cial for both the RF and Sakhalin econ omy, and harm -
less to the en vi ron ment due to a broad set of mit i ga tion mea sures/best
prac tices be ing in te gral part of the op er a tions and de signed to com ply
with the EBRD re quire ments. How ever, the off shore Sakhalin op er a -
tions are likely to have sig nif i cant neg a tive im pact due to high risk and in -
ad e quate oil spill re sponse while the prob lems with the pro ject’s
en vi ron men tal doc u men ta tion and doubt ful com pli ance with all the ap -
pli ca ble laws and re quire ments might en hance this im pact.
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Cur rent sta tus
and ac tiv i ties un -
der pro ject

Piltun-Astokhskoye field de vel op ment, Phase I: 
es tab lish ment of a sig nif i cant new field us ing a mo bile drill ing and pro duc -
tion unit Molikpaq in clud ing drill ing of 12 pro duc tion wells and two wells
for ac com pa ny ing gas re-injection, con struc tion of pipe line and tem po rary
work camp for 100 work ers 
Seis mic sur vey com pleted, two ap praisal and three pro duc tion wells drilled,
sea sonal oil re cov ery

Cat e gory A/0 re quir ing EIA with as so ci ated pub lic con sul ta tions

Stan dards Ap -
plied

en vi ron men tal stan dards de vel oped on the ba sis of Alas kan off shore en vi -
ron men tal, health and safety guide lines that meet or ex ceed WB stan dards

Ad vanced prac -
tices used

Gas sep a ra tion from oil at the plat form, com press ing and re-injection of the
pro duced gas into the for ma tion, gas flar ing in cam eras for emer gency use,
ap pli ca tion of state-of-the-art au to matic shut-off valves and pe ri odic
break-away safety cou plings on the flow-line from the float ing stor age to the 
tanker al low ing to stop pro duc tion in the event of the fa cil ity dam age, use of
low-toxicity wa ter-based drill ing muds with re-use of up to 70% muds, treat -
ment of for ma tion flu ids
Pro hi bi tion to seis mic sound ing or ex plo sions in the event of the whales be -
ing in prox im ity and dur ing lim ited vis i bil ity pe ri ods
EAP with in de pend ent au dit sched ule, oil-spill mod el ling, coastal sen si tiv ity
stud ies, oil-spill con tin gency plan

Data source: EBRD. 1997.Sakhalin II. PSD; EBRD.1997. Sakhalin II. En vi ron men tal anal y sis;
Garipov, V. 2000. K voprosu o problemakh realizatsii soglashenia o razdele productsii [On the
im ple men ta tion of Pro duc tion Sharing Agree ment]. TEK (1); Sakhalin En ergy in vest ment Com -
pany. 1994. Techniko-economicheskoye obosnovanye po projektu Sakhalin II, nachalni etap
osvoyeniya [Fea si bil ity study on Sakhalin II, Phase I); State Com mit tee on En vi ron men tal Pro -
tec tion of the Rus sian Fed er a tion. 1998. Con clu sion of the Ex pert Com mis sion of the State Eco log i cal Ex -
per tise on the fea si bil ity study for Piltun-Astokh li censed area (Phase I - Astokh fea ture) - Pro ject Sakhalin II.
Re port (May) 



Economic and social benefits
As far as the eco nomic side of Sakhalin II is con cerned, it is com -

monly sup posed that Sakhalin II pro ject is to bring Rus sia fab u lous rev -
e nues and so cial ben e fits. How ever, this is sue is rather dis put able. Some
econ o mists tend to es ti mate the role of the pro ject as vi tally im por tant
for the whole coun try, since Sakhalin II in volves not only long-term
par tic i pa tion in ex pected prof its, but also near-term sev eral hun dred
mil lion USD com pen sa tion for sub soil use1. Nev er the less, the amount
of rev e nue flow ing into the RF and Sakhalin re gion bud gets from
Sakhalin II ap pears to be over es ti mated. Ac cord ing to Rich ard
Fineberg’s cal cu la tions2, dur ing early pro duc tion phase bo nus and roy -
alty pay ments from Sakhalin will to tal only USD 75 mil lion per year,
which is 30 times smaller than pay ments pro duced in Alaska. More over,
the ad di tional rev e nue to be re ceived by the RF and Sakhalin will be paid 
only af ter Sakhalin En ergy In vest ment Com pany Ltd. (SEIC) is com -
pletely re im bursed for its in vest ment, which is likely to take long years.
Thus, any sig nif i cant rev e nue prom ises to start flow ing into Rus sia only
in re mote fu ture.

Taking into ac count the cur rent so cial and eco nomic dif fi cul ties
faced by the Sakhalin re gion, the off shore hy dro car bon de vel op ment is
likely to raise the level of wel fare of the lo cal pop u la tion. Since the pro -
ject is im ple mented on the terms of pro duc tion shar ing agree ment
(PSA), it stip u lates the in volve ment of do mes tic re sources. Thus, the
boost of oil pro duc tion ac tiv i ties in the re gion is the o ret i cally ex pected
to pro vide new em ploy ment op por tu ni ties (with all nec es sary train ing
pro grams) and de mand for ap pli ca tion of do mes tic equip ment and ma -
te ri als. 

Nev er the less, the share of lo cal ma te ri als that could stim u late do -
mes tic pro duc tion in re al ity is quite lim ited: au ton o mous en ergy sup ply
sys tem used in the pro ject is ad justed to 110 V3 while in Rus sia it is 220
V, which leads to ap pli ca tion of only im ported equip ment and sub se -
quent in crease in em ploy ment in some other coun tries and not on
Sakhalin.

It should be also pointed out that the en ergy sup ply in the Sakhalin
re gion is poor, and the pop u la tion of many vil lages can use elec tric ity
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only within cer tain time pe ri ods mak ing sev eral hours per day. The de vel -
op ment of lo cal fos sil fuel re serves of the Astokh fea ture is not ex pected
to change this sit u a tion, since SEIC does not in tend to pro vide non-stop
safe sup ply to lo cal set tle ments prior to pro duc tion ex port4.

Also, it should be men tioned that dur ing pro ject im ple men ta tion cer -
tain dam age will be caused to the lo cal fish ing in dus try through fish ing
area take-up, loss and dam age to fish ing gear, low ered qual ity of fish
catch. Re gional fish ery cur rently em ploys more than 50,000 peo ple while 
in dig e nous Nivkh peo ple to tally de pend on salmon fish er ies most sen si -
tive to en vi ron men tal changes. In these cir cum stances, any oil spill is
likely to have a dev as tat ing ef fect on the well-being of Sakhalin res i dents.
This as pect, to gether with the other two-sided eco nomic and so cial ben -
e fits re sult ing from the pro ject, pro vides grounds for a crit i cal ap proach
to Sakhalin II. The en vi ron men tal risks and im pacts con sid ered be low
may en hance the doubts aris ing around ex treme prof it abil ity and
sustainability of the pro ject.

Environmental risks and non-compliance 
The o retically, the EBRD pro vides fi nan cial sup port to op er a tions

con sis tent with all the ex ist ing na tional en vi ron men tal leg is la tion/stan -
dards and EBRD en vi ron men tal re quire ments. Also, the EBRD claims
to deal with re spon si ble trans par ent com pa nies that en sure high qual ity
of op er a tions. How ever, Sakhalin II pro ject proves that there can be de -
vi a tions from this pol icy. The in con sis ten cies and de fi cien cies in en vi -
ron men tal ma te ri als sub mit ted by Sakhalin En ergy to RF  and the EBRD 
may have neg a tive en vi ron men tal im pli ca tions and are dis cussed in the
pres ent chap ter.

First of all, it should be emphasised that some crit i cal com po nents of
en vi ron men tal as sess ment re mained in com plete. Ac cord ing to the Rus -
sian leg is la tion5, fi nanc ing and ful fil ment of any works on the pro ject on
the ter ri tory of the RF is al lowed only in the event of pos i tive con clu sions 
of State Eco log i cal Ex per tise (SEE). In case of Sakhalin, in 1993 the Ex -
pert Com mis sion of the SEE of the Rus sian Min is try of En vi ron ment
gave a neg a tive con clu sion for the fea si bil ity stud ies pre pared for
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Piltun-Astokh and Lunskoye off shore oil and gas field. How ever, be gin -
ning from 1992 SEIC has been ac tively per form ing ex plo ra tion sur veys
and con struc tion works on Sakhalin shelf with out a le gal per mit for
such ac tiv i ties. 

With out all nec es sary do mes tic en vi ron men tal as sess ments (the
Rus sian vari ant is called OVOS) and Ex per tise con clu sions from the
Rus sian side, no for eign party has the of fi cial right to fi nance and start
pro jects, even in case of con duct ing their own sat is fac tory EIA. How -
ever, the sec ond EBRD board re view of the pro ject took place in late
19976. Al ready with the EBRD par tic i pa tion, the pur chase of drill ing
and pro duc tion plat form Molikpaq, its trans por ta tion and re fur bish -
ment in South Ko rea took place in 1997-early 1998 - be fore ob tain ing
the pos i tive con clu sion of the SEE. 

An other leg is la tive prob lem as so ci ated with SEIC per for mance
con cerns the ap plied tech nol o gies and prac tices. Though the EBRD as -
sured that the treat ment and dis posal of all drill ing wastes would be han -
dled in com pli ance with good in dus try prac tices and the na tional
leg is la tion, meet ing or even ex ceed ing WB stan dards, Sakhalin II re veals 
the con trary. The fea si bil ity stud ies com piled by SEIC con tained pro vi -
sions on the con trolled dis charge of drill ing muds and cut tings into the
Okhotsk Sea. The pro posed tech nique was ob vi ously in con flict with
best avail able prac tices and stan dards of the RF which pro vide for
re-injecting of the muds/cut tings into the well or ship ment ashore for
pro cess ing and dis posal, and pro hibit the dis charge of any drill ing
wastes into the open sea7. Taking into ac count that the Okhotsk Sea be -
longs to a spe cial cat e gory of wa ter bod ies due to its sig nif i cance for
pres er va tion and re pro duc tion of valu able fish, this prac tice was un -
doubt edly dam ag ing not only for the en vi ron ment but also for lo cal
fish er ies. 

To solve this prob lem, the for eign com pa nies op er at ing in the Far
East (Sakhalin I and Sakhalin II pro jects) urged the gov ern ment to in -
tro duce mod i fi ca tions into the ex ist ing Rus sian law con cern ing the Far
East zone and re ceived a per mis sion to dis charge pro duc tion wa ters,
wa ter-based drill ing muds and cut tings into the open sea8. This pro cess
of giv ing le gal sta tus to an il le gal ac tion was un prec e dented and drew
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pub lic at ten tion. Thanks to the de ci sion of the Su preme Court, which de -
clared the gov ern ment’s reg u la tion con tra dict ing and vi o lat ing from the
Rus sian leg is la tion, the Pres i dent Vladi mir Putin an nulled the dis cussed
reg u la tion9. While this half-a-year strug gle be tween en vi ron men tal ists
and oil com pa nies was tak ing place, sig nif i cant en vi ron men tal dam age
from drill ing dis charges was done.

In Sakhalin II nu mer ous prob lems and non-compliance is sues are as -
so ci ated with . Though pre pared by in de pend ent con sul tant firm and
only com piled by SEIC, the sub mit ted EIA did not meet in ter na tional
stan dards. Ac cord ing to Dr. Melkov10, a spe cial con sul tant to the Rus sian 
Par lia ment, the as sess ment was “ab so lutely un con vinc ing” and pro vided 
a gen eral over view with out con sid er ation of the spe cific con di tions of
the Okhotsk Sea. The EIA did not take into ac count the sig nif i cance of
gen eral cu mu la tive im pacts likely to oc cur dur ing dif fer ent phases of the
pro ject im ple men ta tion as well as the im pacts re sult ing from im ple men -
ta tion of other oil and gas de vel op ment pro jects in the area (at pres ent,
there are six pro jects in Sakhalin un der im ple men ta tion or at pre lim i nary
stages). This did not al low set ting proper lim its for ac cept able ex tent of
im pacts and might re sult in sig nif i cant changes in sea eco sys tem.

Also, in the Nat u ral Re sources Pol icy the EBRD gives high pri or ity
to high-quality con sul ta tion pro cess in RF. Ac cord ing to the Rus sian leg -
is la tion11, since Sakhalin II pre-supposes the ben e fits and im pacts at the
na tional scale and in volves for eign par tic i pa tion, the EIA hear ings and
con sul ta tions are to be con ducted at the fed eral level. How ever, the con -
sul ta tions were held only within the Sakhalin re gion. As one of the bank’s 
of fi cials pointed out, the EBRD is not an im ple ment ing agency for the
RF and con ducted EIA pro cess in ac cor dance with its own pol i cies. The
con sul ta tion pro cess on Sakhalin II re sulted in non-compliance with the
coun try’s re quire ments, and this is sue was ob vi ously left by the bank to
be dis cussed and set tled down with the Rus sian au thor i ties and not the
EBRD staff. 

Ac cord ing to an in de pend ent ex pert team12, SEIC con tin gency plan
con tains sev eral over-optimistic state ments on sen si tiv ity of birds and
mam mals to oil ing, which re sults from re li ance upon in ad e quate and out -
dated data. It should be noted that the is sue of data ad e quacy is crit i cal in
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some other re spects. For ex am ple, ac cord ing to the EBRD con sul tants’
opin ion, EIA pro vides in suf fi cient amount of base line in for ma tion for
es ti ma tion of im pacts on fish er ies. It should be stressed that the fact of
data in suf fi ciency was pointed out with rec om men da tions for fur ther
im prove ment, while PSA on Sakhalin II pro ject re quires de scrip tion of
much broader range of is sues in clud ing full as sess ment of the pro ject
im pact on sea bio-resources as well as agreed with the Rus sian side com -
pen sa tion mea sures for the dam age to fish stocks, which are ab sent
from SEIC doc u men ta tion. 

In spite of ob vi ous EIA non-compliance with the bank’s guide lines
and Rus sian leg is la tion, the EBRD agreed to pro vide sup port to SEIC
and re quested only prep a ra tion of EAP un der con di tion that sev eral key 
el e ments of the pro jects will be com pleted later. In other words, the
EBRD gave Sakhalin II the green light, though it was aware of the ex ist -
ing cases of in con sis tency and non-compliance tes ti fy ing to the com -
pany’s un sat is fac tory level of per for mance. 

The EBRD de clares sustainability the key prin ci ple of its op er a tions. 
Logically, all the pro jects sup ported by this bank in clud ing Sakhalin II
are sup posed to be sus tain able both in eco nomic and en vi ron men tal re -
spects. How ever, the en vi ron men tal safety of the Sakhalin pro ject ap -
pears to be doubt ful, since the risks in volved are not ad e quately
ad dressed by the oil spill re sponse mea sures pro posed by SEIC, and
their im ple men ta tion seems un fea si ble due to the com pany’s poor ca pa -
bil ity to or gan ise im me di ate clean-up.

First, it should be emphasised that the equip ment cho sen to per -
form the op er a tions should be given due con sid er ation for risk as sess -
ment. Melkov states13 that the plat form used by the com pany does not
meet the mod ern tech ni cal re quire ments. The unit Molikpaq was con -
structed in 1984 and was orig i nally de signed not as a drill ing and pro -
duc tion plat form but as a unit for drill ing of ex plor atory wells at the sea
level 12m14. The plat form was mod i fied in South Ko rea to be able to
per form not only drill ing but also pro duc tion func tions and as sem bled
in the Okhotsk Sea at the depth of 28-30m. Molikpaq was de liv ered to
Sakhalin 20 years af ter its con struc tion, while the nor mal pe riod of op er -
a tion of sim i lar units is 20-25 years15. Since this out dated unit will now
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be op er at ing in the con di tions dif fer ent from the ones it was orig i nally
de signed for dur ing up com ing 20-30 years, it would be un re al is tic to ex -
pect that its en vi ron men tal per for mance will be sig nif i cantly higher than
in case of other Rus sian oil com pa nies us ing old un re li able equip ment. 

More over, seis mic con sid er ations should be given due weight in ana -
lys ing the ex ist ing risks. Ac cord ing to the pro ject fea si bil ity study, the
Molikpaq’s abil ity to re sist seis mic ac tiv ity is quite lim ited - within seven
to eight points at Rich ter’s scale, while the earth quake in Neftegorsk on
Sakhalin Is land proved that the re gion has the po ten tial for stron ger
earth quakes which can lead to nu mer ous rup tures in pipe lines and oil
spills16. Thus, the Molikpaq’s rel a tively weak seis mic re sis tance and high
wave force in the re gion are the fac tors add ing to the op por tu nity of the
unit’s break down, which would re sult in a sub stan tial oil spill.

Also, the at ten tion should be drawn to the fact that SEIC has cho sen
the most po ten tially dan ger ous way of oil trans por ta tion - by tank ers. Ac -
cord ing to the world’s sta tis tics17, tanker trans por ta tion ac counts for
over 50% of ac ci den tal oil spills. The Okhotsk Sea is no to ri ous for its
storms, tsu nami, sea cur rents, ice sheers and fog low er ing the vis i bil ity,
there fore, in these weather con di tions, the pres ence of the float ing stor -
age with ca pac ity of 140,000 tons and con tin u ous cir cu la tion of tank ers
car ry ing up to 90,000 tons of oil threat ens the en vi ron ment with col li -
sions and ac ci dents re sult ing in large oil spills18. More over, the com pany
does not re quire the use of dou ble-hull tank ers, which would be con sis -
tent with the EBRD state ment about ap pli ca tion of best avail able and
good in dus try tech niques and could de crease the risk of ac ci dents.

Con sidering the risks of spills from the tanker, we should point out
the is sue of fi nan cial re spon si bil ity for the oil spill re sponse and clean up
as highly sig nif i cant. The fi nan cial li a bil ity of the tank ers used by SEIC
for oil trans port is de fined as USD 81 mil lion19, which is an in sig nif i cant
sum, in suf fi cient to ad dress a large-scale oil spill. The re sponse to Ex xon
Valdez spill of 40,000 tons of oil, for in stance, cost over USD 2 bil lion20.
Thus, be liev ing that the sum of USD 81 mil lion could cover all the costs
of the spill in clud ing clean up and com pen sa tion for dam age in the case
of Sakhalin as it is pro posed in the event of tanker ac ci dent would be just
ri dic u lous. As for the op por tu nity for the op er at ing com pany to cover
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the costs, SEIC has en sured least costs pos si ble for it self: it can have fi -
nan cial re spon si bil ity only un til the tanker leaves the float ing oil stor age
unit. 

Gen erally, it should be emphasised that SEIC has in ad e quate fi nan -
cial abil ity to pro vide oil spill clean up and com pen sa tion. Ac cord ing to
the com pany’s man age ment, for oil spill clean up and re cov ery the most
part of ex penses is to be cov ered by in sur ance agen cies or in ter na tional
trea ties. How ever, in sur ance can not be paid in cer tain cases (e.g.,
force-majeur or ac ci dent due to the per son nel’s er ror). There ex ists a
risk of non-financing of ap pro pri ate re sponse works, since SEIC is a
com pany with a lim ited re spon si bil ity, which means that it is re spon si ble 
only for the sum of its cap i tal fixed in the Char ter, namely, USD 100 mil -
lion. The com pa nies par tic i pat ing in SEIC also do not seem to be able to 
pay the nec es sary costs: Mar a thon, Shell, Mitsui and Mitsubishi par tic i -
pat ing in the Sakhalin pro ject are not world-wide re cog nised gi ant oil
and gas op er a tors as it is com monly be lieved but their sub sid iar ies with
lim ited fi nan cial re spon si bil ity. 

SEIC fi nan cial re spon si bil ity for the oil spill re sponse and com pen -
sa tion for the dam age does not en sure elim i na tion of the con se quences
of the spill. Thus, in this re spect, Sakhalin II should be con sid ered as a
highly risky pro ject in terms of po ten tial en vi ron men tal and eco nomic
dam age to the RF, since the lat ter is likely to be a fi nan cier and com pen -
sa tory in case of a large oil spill.

In ad di tion to the is sue of fi nanc ing, due at ten tion should be paid to
the oil spill re sponse ca pac ity of the com pany and ex ist ing oil spill con -
tin gency plan. Pavlikov21 ar gues that the oil spill con tin gency plan sub -
mit ted by SEIC is of de clar a tive na ture and is char ac ter ised by lack ing
im por tant de tails and ex act po si tions on par tic u lar is sues (e.g., com -
pany’s re spon si bil ity for en vi ron men tal dam age and re sponse op er a -
tions, equip ment ap plied for re sponse to oil spills of dif fer ent lev els). 

It is widely ac knowl edged22 that oil spill re sponse in dus try on
Sakhalin is land is prac ti cally non-existent. The Rus sian gov ern ment
does not have any equip ment in case of an oil spill (by the be gin ning of
1999, on Sakhalin only one ves sel be long ing to Ecoshelf was prop erly
equipped with pumps and booms), no off shore or on shore in fra struc -
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ture is avail able while sea safety ser vice does not op er ate due to the ab -
sence of mod ern equip ment23. The con tin gency plan sug gests oil
col lect ing in groups of three or more ves sels with all nec es sary equip -
ment in place and the well-trained crew, but this does not cor re spond
with the avail able on Sakhalin re sources. In the rough cli ma tic con di tions 
of Sakhalin it would be pos si ble to or gan ise this with five to ten days’ de -
lay with in volve ment of ves sels from other re gions. Taking into ac count
that the com pany can re sponse to a large-scale oil spill only with in volve -
ment of ex ter nal agents (Sakhalin has con tract with oil spill re sponse
firms in the UK and Sin ga pore), we can state that due to de lay needed for 
goods de liv ery from these coun tries, cus toms clear ing and their in stal la -
tion on the ves sels, the ef fec tive ness of the re sponse mea sures would be
dra mat i cally low ered. 

The oil spill of any scale has sig nif i cant neg a tive con se quences for the 
en vi ron ment, and in the Sakhalin II case the sit u a tion would be com pli -
cated by transboundary na ture of pol lu tion (Sakhalin Is land is lo cated in
the prox im ity of Ja pan) and slow bio-degradation of hy dro car bons in the 
en vi ron ment due to low tem per a tures24. There fore, the thor ough plan -
ning of oil spill re sponse with clear is sues of re spon si bil ity, ex act mea -
sures and clean-up or gani sa tion would be es sen tial for ad dress ing the
risk and en sur ing a cer tain level of en vi ron men tal safety in the re gion.
How ever, this is not rel e vant to the com pany op er at ing Sakhalin II pro -
ject that is sup ported by the EBRD.

Con sidering over all po ten tial im pli ca tions of the pro ject, in ad di tion
to the high risk of an oil spill and doubt ful com pany’s abil ity to pro vide
proper re sponse and com pen sa tion, there are sev eral vi o la tions from the
coun try’s and EBRD en vi ron men tal re quire ments re gard ing the qual ity
of EIA (oil spill con tin gency plan, cu mu la tive im pacts as sess ment, con -
sul ta tion pro cess). How ever, de spite the in con sis ten cies and prob lems
re lated to SEIC en vi ron men tal doc u men ta tion and per for mance, the
EBRD is con sid er ing a new loan to start an other oil and gas ex trac tion
pro ject on Sakhalin, which could mag nify the ex ist ing im pact.

56

Leaking Operations



Case study: Komi Republic

Now a days, the Komi Re pub lic is well known for the oil spill that oc -
curred in 1994. In deed, the scale of the event and the vol umes of the oil
spilled are un prec e dented for the Rus sian Fed er a tion. The es ti mates of
the amount of the oil re leased into the north ern en vi ron ment range
from 14,000 tons to 100,000 tons1 and higher. The of fi cial fig ure from
the Rus sian Min is try of En vi ron ment is 60,000 tons, which ex ceeds the
dev as tat ing Ex xon Valdez oil spill2. How ever, the Komi oil spill did not
re ceive the sim i lar world-wide pub lic ity, since the op er at ing com pany
and re gional au thor i ties made all at tempts to con ceal the real scale of the 
ca tas tro phe from the pub lic. 

The spill caused ir re vers ible dam age. Ac cord ing to of fi cial data3, the
iden ti fied area of di rect con tam i na tion ex ceeded 70 hect ares – and this
fig ure does not in clude the ter ri to ries con tam i nated as a re sult of oil
flow in the rivers Kolva, Usa and Pechora that brought oil to the Barents 
Sea. The spill led to vast con tam i na tion of swamps, for ests, mead ows,
pas tures, spawn ing grounds and af fected the lo cal wild life and fish spe -
cies as well as res i dents who strongly de pend on fish ing, hunt ing and
rein deer-herding. The spe cific fea tures of the Arc tic en vi ron ment where 
low tem per a tures do not al low for rapid evap o ra tion but make oil travel
over the frozen ground for long dis tances, while nat u ral self-cleaning ca -
pac ity of such re gions is nor mally low and re gen er a tion takes de cades
mag ni fied the im pact. 

It was found that the spill was caused by a leak ing pipe line op er ated
by the KomiNeft cor po ra tion. The rup tured pipe line was 150 km long
and was con structed in 1975. It was es ti mated to be be yond op er a tional
guar an tees start ing in 1990. Ac cord ing to Greenpeace data5, nu mer ous
pipe line frac tures ac com pa nied by oil spills started at least half a year be -
fore Au gust 1994, when the ca tas tro phe be came ob vi ous. The lo cal and
fed eral au thor i ties did not take proper ef forts to rem edy the sit u a tion by
stop ping oil trans port through the leak ing pipe line un til Jan u ary 19956.
Al to gether, these events led to se vere oil con tam i na tion of Komi re gion
in tro duc ing ir re vers ible changes to the eco sys tems and mak ing its frag -
ile en vi ron ment more vul ner a ble.

57

Case Study: Komi Republic



The banks’ responsibility
In 1994, ap prox i mately 80-90% of all oil pro duced in the re gion was

trans ported through the fa mous pipe line7. By that time, nu mer ous Rus -
sian as well as for eign com pa nies were en gaged in the Komi oil and gas
field de vel op ment, so, it would be rea son able to ex pect that some of
them had re spon si bil ity for the state of the in fra struc ture they were us -
ing. How ever, as the So viet sys tem of Rus sian own er ship over oil in fra -
struc ture pre served by the year of 1994, the only com pany to bear
fi nan cial re spon si bil ity ap peared the owner of the pipe line - KomiNeft.
Nu mer ous west ern mul ti na tional com pa nies op er at ing in the re gion es -
caped the costs of in fra struc ture, main te nance, spill clean up or fur ther
re pair ing works. Among these com pa nies us ing the pipe line and, thus,
con trib ut ing to the oil spill were two joint ven tures sup ported by MDBs,
namely Po lar Lights and KomiArcticOil. 
Ta ble 7. De scrip tion of Komi ArcticOil pro ject

Com panies in volved KomiNeft (RF, 40%), Gulf Can ada (Can ada, 25%),
Brit ish Gas plc (UK, 25%), UkhtaNefteGasGeologia 
(RF, 10%)

The EBRD fi nanc ing USD 80 mil lion - loan ap proved Feb ru ary 1994

Pro ject ac tiv i ties oil pro duc tion at Vozey and Up per Vozey oil fields
rate of pro duc tion as of 1994 - 17,000 bbl/d

Amount of oil pumped through
KomiNeft pipe line

1800 tons/day

Data source: Blokov, I., Levinson, M., and Usov, E. 1995. Zakonomernaya catastropha:
informatsionno-analitichesky obzor [Reg u lar ca tas tro phe: an a lytic in for ma tion over view]; EBRD. 1993.
EBRD: se nior lender in Po lar Lights. Press re lease of 16 Sep tem ber; Greenpeace In ter na tional.
1994. Black ice. The be hav iour of mul ti na tional oil com pa nies in Rus sia. Lon don: Greenpeace

It is clear from the ta bles above that the EBRD and IFC got in volved
in the oil and gas de vel op ment pro jects in the Komi re gion be fore the
ma jor oil spill oc curred and were us ing the leaky KomiNeft pipe line for
trans por ta tion of sig nif i cant vol umes of oil to the main Rus sian pipe line
net work. The Komi spill can not be re garded as an un ex pected event – oil 
was re leased into the en vi ron ment over a con tin u ous pe riod be gin ning
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from Feb ru ary 1994, though not in such great quan ti ties as in Au gust.
Thus, the ig no rance of op er at ing com pa nies re gard ing the sig nif i cant
leak age ap pears quite doubt ful.

Ac cord ing to the EBRD and IFC pol i cies and pro ce dures, an en vi -
ron men tal as sess ment was to be car ried out by the op er at ing com pa nies
ap ply ing for the banks’ loans. The o retically, in or der to ob tain fi nanc ing, 
the com pa nies were obliged to sub mit an ap pro pri ate en vi ron men tal as -
sess ment fully meet ing the EBRD and IFC re quire ments and en sur ing
min i mum en vi ron men tal im pacts. Ob vi ously, the as sess ment is des -
tined to pro vide a com pre hen sive cov er age of all is sues and must in -
clude the anal y sis of po ten tial im pacts and mit i ga tion mea sures as well
as in for ma tion about the con di tions at site, state of the ex ist ing fa cil i ties
and in fra struc ture. Since the pro jects were ap proved, we can draw the
con clu sion that the EBRD and IFC found that the pro vided ma te ri als
were sat is fac tory and en sured ap pro pri ate qual ity of op er a tions. As the
banks re fused to al low ac cess to the dis cussed as sess ment, no def i nite
con clu sions can be made in re spect to why the banks got in volved in
these risky ven tures. How ever, we may sug gest three pos si ble op tions:
ei ther the sub mit ted as sess ment con tained fal si fied in for ma tion on the
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Ta ble 8. De scrip tion of Po lar Lights pro ject

Com panies in volved Conoco Timan-Pechors Ltd. (USA, 50%),
ArkhangelskGeologia (RF, 50%)

MDB fi nanc ing EBRD - USD 90 mil lion
IFC - USD 60 mil lion
OPIC – USD 50 mil lion

Pro ject ac tiv i ties green field pro ject - de vel op ment of the Ardalin
oil field in clud ing drill ing of 24 new wells, es tab -
lish ment of cen tral pro duc tion and treat ment fa -
cil i ties, con struc tion of 40-mile pipe line to
con nect the Ardalin com plex to Komineft pipe -
line
rate of pro duc tion as of 1994 - 22,000 bbl/d

Amount of oil pumped through KomiNeft
pipe line

1500 tons/day

Data source: EBRD. 1993. EBRD: se nior lender in Po lar Lights. Press re lease of 16 Sep tem -

ber; IFC. 1993. IFC ap proves first pro jects in Rus sia. Press re lease of 17 June; Greenpeace In ter -

na tional. 1994. Black ice. The be hav iour of mul ti na tional oil com pa nies in Rus sia. Lon don: Greenpeace



state of the pipe line in fra struc ture to be used or this part of en vi ron men -
tal as sess ment was sim ply omit ted, or the banks gave more weight to fi -
nan cial as pects of the pro ject with out pay ing due at ten tion to
en vi ron men tal prob lems dur ing pro ject ap proval and, thus, con sid ered
ac cept able the sit u a tion with the leak ing in fra struc ture. 

Taking into ac count the state of poor en vi ron men tal ca pa bil i ties of
Rus sian com pa nies in 1994, wide spread oil in dus try cor rup tion and tra -
di tion of in for ma tion mis man age ment, the first two as sump tions could
be real. This, how ever, would mean the Bank’s took an in ap pro pri ate ap -
proach to the as sess ment due to the pro ject spon sor’s in ca pa bil ity for
un der tak ing en vi ron men tal stud ies and the Bank’s weak su per vi sion and
con trol over its per for mance. 

The third as sump tion, if it turned out to be true, would mean that in
this par tic u lar case the banks took ac tions con tra dict ing their gen eral
stated course of ac tiv i ties. Since the EBRD es tab lish ing agree ment in -
cludes pro vi sions on sus tain able na ture of its pro jects (both eco nomic
and en vi ron men tal sustainability) and the IFC pol icy de clares that the
cor po ra tion sup ports eco nom i cally ben e fi cial and en vi ron men tally
sound pri vate op er a tions, the fi nanc ing of the pro jects with out dated
leak ing in fra struc ture and sig nif i cant po ten tial to cause se ri ous en vi ron -
men tal dam age would mean vi o la tion of the banks from their own pol i -
cies. In cases, the IFC and EBRD in volve ment into these ven tures
tes ti fies to their in con sis tency in meet ing their re quire ments 

The banks and the clean up
In 1995, the IBRD and EBRD pro vided emer gency loans to the Rus -

sian Fed er a tion and KomiNeft that was un able to fi nance clean up of the
oil spill and com pen sa tion for the dam age. The ta ble be low pro vides es -
sen tial data on this pro ject.

As seen from the above ta ble, the IBRD- and EBRD-sponsored pro -
ject is based on the com pre hen sive ap proach com bin ing im me di ate
clean up/fur ther pol lu tion pre ven tion mea sures and lon ger term mea -
sures cov er ing en vi ron men tal ca pac ity strength en ing and plans for pipe -
line re ha bil i ta tion. Through this pro ject fi nanc ing, the IBRD and EBRD
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once again proved their rep u ta tion of in sti tu tions sup port ing green op -
er a tions with pri mary en vi ron men tal goals while the IFC did not get in -
volved in this sphere. How ever, it should be noted that the loans
pro vided by the banks were to be paid back by the Rus sian cit i zens in -
clud ing those who suf fered dam age from the spill, while nei ther the
IBRD nor the EBRD, which in di rectly con trib uted to the spill, pro vided 
the so-called soft loans for the clean up. More over, com par ing the
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Ta ble 9. De scrip tion of Emer gency Oil Spill Re cov ery and Mit i ga tion pro ject

Im ple ment ers
KomiNeft

Gov ern ment of Rus sia

MDBs and fi nanc ing
IBRD – US$ 99 mln

EBRD – US$ 25 mln

Pro ject cat e gory
IBRD - no en vi ron men tal rat ing ac cord ing to emer gency pro ce -
dures

EBRD - A/0 re quir ing EIA 

Ob jec tives

• stabilise oil in the spill area to prevent damage to the Pechora 
River basin

• continue clean up to minimise damage to the impacted area
and people 

• support  pipeline safe operation in the near term and
evaluate the need for new pipeline project for the longer
term

• identify and implement other measures to mitigate against
future oil spills

Pro ject com po nents

• Spill containment and clean-up measures: containment of
the largest volume of oil aimed to protect sensitive
resources; gross removal of the largest volume of mobile oil;
clean up of oil residues (site remediation), social
expenditures

• Pipeline rehabilitation: emergency replacement of pipeline
sections, remediation, operational and strategic studies,
provision of emergency response equipment and training
for KomiNeft

Data source: EBRD. 1995. Oil spill re cov ery and mit i ga tion pro ject. Mem o ran dum of the Pres i -
dent BDS 95-45; IBRD. 1995. Oil spill re cov ery and mit i ga tion pro ject. Tech ni cal an nex



IBRD and EBRD ex tent of par tic i pa tion, it should be no ticed that there
ex ists a sig nif i cant dif fer ence in the scale of the EBRD fi nanc ing pro -
vided for oil and gas de vel op ment in the Komi re gion (USD 170 mil lion)
and clean up of the oil spill (USD 25 mil lion) to which it made its in di rect
con tri bu tion through KomiArcticOil and Po lar Lights joint ven tures.

The at ten tion should be drawn to the is sue of the banks’ su per vi sion
and con trol over the im ple men ta tion of en vi ron men tal tasks by the loan
re cep tor. Taking into ac count that the com pany KomiNeft dem on -
strated poor en vi ron men tal be hav iour that led to the cat a strophic oil spill 
as well as in suf fi cient ca pac ity to per form clean up alone, em pha sis was
to be given to lim i ta tion of their re spon si bil ity and strength en ing of ex -
ter nal in volve ment into the pro ject.  

To en sure the qual ity of op er a tions, the IBRD and EBRD re quired
en gage ment of the in ter na tional man age ment con trac tor spe cial is ing in
land clean up and remediation (Aus tra lian-American firm AES/Hartec).
How ever, the banks re quested KomiNeft to cre ate a man age ment team
that would be re spon si ble for ap proval, re view and mon i tor ing of the
con trac tor’s ac tiv i ties and en forc ing clean-up stan dards8, which ac tu ally
es tab lished KomiNeft’s re spon si bil ity over over all pro ject per for mance
in stead of con trol ling the com pany’s ac tions and com pli ance. This could
in flu ence the ef fec tive ness of the work through se lec tion of oil clean up,
re moval and treat ment meth ods and meet ing the dead lines and re quire -
ments. For in stance, some lo cal en vi ron men tal or gani sa tions such as
Com mit tee Save Pechora and Greenpeace-Russia ex pressed their con -
cerns in re gard to dis posal of re moved oil and snow mix ture in dan ger -
ous prox im ity of set tle ments in sumps lack ing hy dro- in su la tion, which
def i nitely could not be con sid ered a good in ter na tional prac tice. Also,
the se lec tion of oil burn ing in the open en vi ron ment as the main method
of area clean up ap peared to be doubt ful from the en vi ron men tal view -
point, since burn ing of 7,000 tons of oil9 caused sub stan tial emis sions of
green house gases along with var i ous toxic sub stances in clud ing di ox ins
and threat en ing the health of vil lag ers and wild life. In ad di tion to this,
KomiNeft did not meet the dead line of phase-I com ple tion fixed by the
Komi Gov ern men tal Com mis sion: ac cord ing to the ev i dences of lo cal
res i dents, in April 1995 there still could be ob served oil cov er ing river
courses and wa ter, which means that the com pany failed to com plete tar -
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geted emer gency clean up mea sures prior to spring thaw and this caused
ex pan sion of the im pacted area. 

Five years af ter the spill the lo cal res i dents are un sat is fied with the
ap pli ca tion and the qual ity of the clean up10. The bank has re fused to
make in for ma tion on the pro ject prog ress pub licly avail able. Though,
the pro ject sig nif i cantly con trib uted to im prove ment of the state of en -
vi ron ment af ter the oil spill in Komi re pub lic, pos i tive im pacts could
have been en hanced by strict ex ter nal su per vi sion and con trol re quire -
ments from the banks’ side. 

It ap pears im por tant to draw at ten tion to the banks’ course of ac -
tions in Komi re gion af ter the ac ci dent in 1994. Due to the mas sive spill, 
the frag ile eco sys tem of this north ern area be came more vul ner a ble and
sen si tive. De spite this fact and the les sons learned by the banks in re gard 
to the poor state of the lo cal in fra struc ture as well as low en vi ron men tal
per for mance and ca pa bil i ties of op er at ing com pa nies, the banks con tin -
ued to fi nance oil and gas pro ject in the re gion. The IFC got in volved in
Aminex pro ject in 1997 and in Bitech Silur pro ject in 199911. The banks
sup port of the ex pan sion of oil and gas de vel op ment in Komi re gion
has in creased the ex ist ing pres sure on the en vi ron ment and lo cal in dig e -
nous peo ples. 
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Conclusions

Sakhalin and Komi cases have dem on strated that en vi ron men tal
com po nents, in cluded into pro jects did not en sure full im ple men ta tion
of ini tially set en vi ron men tal ob jec tives. The en coun tered prob lems and 
com pli ca tions were mostly based on un cer tain ties and de fi cien cies in
MDBs pol i cies and pro ce dures.

First of all, con tro versy with the banks’ re quire ments should be
pointed out. Sakhalin En ergy plans for dis posal of drill ing muds into
open sea, use of non-double-hull tank ers and in suf fi cient as sess ment of
im pact on sea bio-resources as well as ab sence of pub lic con sul ta tions at 
the fed eral level or agreed com pen sa tion mea sures for dam age of fish
stocks con tra dicted the EBRD com mit ment to fi nance pro jects com -
ply ing with the na tional and higher stan dards and ap ply ing good in ter -
na tional in dus try prac tices. 

It should be noted that the bank’s un clear re quire ments for the pro -
ject spon sor ca pa bil i ties gave rise to cer tain prob lems and risks. The
com pany, which re ceived the loan, did not have all nec es sary en vi ron -
men tal per mits such as con clu sion of SEE and, thus, was not of fi cially
al lowed to con duct op er a tions. Also, the fi nan cial abil ity of the op er a tor 
to pro vide clean up and com pen sa tion in the event of oil spill was ob vi -
ously poor. This could oc cur due to the fact that the bank lacks strict re -
quire ments on en vi ron men tal sta tus, per for mance and fi nan cial
re spon si bil ity of the op er at ing com pany in case of ac ci dent, though it
has clear pro vi sions on re quired fi nan cial ca pa bil i ties of the pro ject
spon sor.

De spite of con cen tra tion of oil and gas pro jects near the Sakhalin Is -
land, the SEA has not been con ducted. This may be con nected to the
lack of pre cise pro vi sions in cases when SEA is re quired in the bank’s
pol i cies and pro ce dures. 

In the Komi Re pub lic case, the bank’s doc u ments of mon i tor -
ing/su per vi sion over op er at ing com pany’s ac tiv i ties proved to be in suf -
fi cient. Though the banks were aware of the pre vi ous poor
en vi ron men tal be hav iour of the op er a tor, the lat ter was put in charge of
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re view and mon i tor ing of the con trac tor’s clean up ac tiv i ties. This lack of 
strong con trol re quire ments and con tin u ous ex ter nal su per vi sion did not 
en sure the high est pos si ble qual ity of oil spill clean up.

More over, the IFC and  EBRD con tinue with fi nanc ing oil and gas
de vel op ment op er a tions in Rus sia sup port ing (or con sid er ing fu ture sup -
port to) new large-scale pro jects. Taking into ac count com mon prob lems 
with im ple men ta tion of sim i lar pro jects, which were con sid ered in the
case stud ies, new large pro jects might also be risky and bring sig nif i cant
en vi ron men tal dam age.

There fore, the po ten tial long-term en vi ron men tal im pli ca tions of
MDBs’ in volve ment in oil and gas op er a tions in Rus sia might over weight 
ex pected short-term eco nomic and so cial ben e fits. Such de fi cien cies as
low en vi ron men tal ca pa bil ity and fi nan cial re spon si bil ity of the op er at ing 
com pany, un cer tain ties in EA pro ce dure, lack of strong con trol and
non-enforcement of the ex ist ing pol i cies bring un sat is fac tory qual ity of
op er a tions. To en sure a higher level of en vi ron men tal per for mance in
Rus sia, tak ing into ac count coun try’s spe cific con di tions, banks should
in clude ex act re quire ments into its pol i cies and pro ce dures.

The Rus sian mas sive de vel op ment of oil and gas fields in north ern
re gions with frag ile eco sys tems ac com pa nied by the poor state of pipe -
line in fra struc ture, use of out dated equip ment and in ef fi cient op er a tional 
prac tices has caused se vere en vi ron men tal deg ra da tion. Some fac tors
typ i cal for Rus sia such as en vi ron men tal mis re port ing, non-disclosure of
in for ma tion, weak pub lic par tic i pa tion, lack of in vest ment and cor rup -
tion rife within the coun try do not al low solv ing of the ex ist ing en vi ron -
men tal prob lems, gen er ated by in dus try. 

In the light of Rus sia’s in abil ity to ad dress the acute en vi ron men tal
im pacts of oil and gas ex trac tion, the in volve ment of mul ti na tional de -
vel op ment banks, which sup port joint ven tures in the coun try, is very
im por tant. Due to high in ter na tional stan dards, en vi ron men tal re quire -
ments and good in dus try prac tices ap plied by the banks, the MDBs’ pres -
ence in op er a tions the o ret i cally in tro duces pos i tive ef fects on the
per for mance of op er at ing com pa nies in Rus sia.
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The en vi ron men tal pol i cies/pro ce dures and oil and gas sec tor
guide lines of the IBRD, IFC and EBRD, which ac tively par tic i pate in
the Rus sian oil and gas de vel op ment, have cer tain de fi cien cies and do
not en sure full pre ven tion of neg a tive im pacts. This is re vealed in the
pro cess of pro ject im ple men ta tion and in crease pres sure of oil and gas
op er a tions on the en vi ron ment. These draw backs in volve the ab sence
of a spe cific pol icy on oil and gas with com pre hen sive cov er age of en vi -
ron men tal is sues that causes non-correspondence be tween banks’ en vi -
ron men tal ob jec tives and their im ple men ta tion in oil and gas pro jects in
the coun try. More over, pro ject cate gori sa tion pro ce dure al lows vari a -
tions and in suf fi cient EA with the ab sence of strict and clearly for mu -
lated re quire ments for en vi ron men tal ca pa bil ity and fi nan cial
re spon si bil ity of the bor rower. This al lows com pa nies with low en vi ron -
men tal per for mance which are un able to com pen sate for the en vi ron -
men tal dam age to im ple ment pro jects. Weak re quire ments cause poor
su per vi sion and con trol over im ple men ta tion and lack of en force ment
lead ing to non-compliance. 

• Measures to improve the environmental situation related to the oil and
gas sector in Russia and other fSU countries are urgently required, and
in this respect, the following recommendations are suggested:

• The banks committed themselves to contribution to development of
borrowing nations and “climate-friendly investment”, however, loans
for oil and gas operations testify the opposite. In order to provide lower 
national emissions level, conservation of domestic reserves and to
ensure higher potential for oil and gas export at the same time, the
banks should finance projects that support energy efficiency and
domestic use of renewables.

• The high significance of the oil and gas industry in Russia and
developing countries is acknowledged by MDBs, and the loans to this
particular sector represent significant amount of money, while the
banks’ environmental policies are broad, cover a large number of topics 
and do not give comprehensive coverage of oil and gas - related
environmental issues. Therefore, the adoption of a separate oil and gas
policy with a clear statement of objectives, impacts and measures to
address them is needed.

• The banks’ guidelines and standards applicable to oil and gas
operations are general and relatively flexible; they do not cover all the
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aspects of oil and gas operations or clearly stipulate exact requirements
along with time frames for their fulfilling. Therefore, there is an urgent
need to adopt detailed strict requirements, not guidelines, with separate
provisions on time frames and measures for reaching the compliance
with the set emission/sewage levels for oil and gas extraction onshore
and offshore operations as well as oil and gas transport.

• As routine and accidental pollution from oil and gas operations initiates
changes at the local and regional scale and contributes to global
problems such as climate change, it is recommended that all oil and gas
extraction projects, regardless of their location and scale, should be
assigned to the category A due to significance of their impact.

• To ensure the implementation of a high-quality environmental
assessment with objective consideration of alternatives including
no-project option and recommendations on changes in design, the
banks should develop strict provisions on the EA performer. An
independent third party who is not affiliated with the project and who’s
past performance would satisfy the banks should conduct EAs.

• Since the IFC is financing oil and gas extraction projects which are
concentrated in one area, this can result in adverse environmental
impacts at the regional scale. Therefore, the IFC should stipulate the
implementation of regional EAs. Also, exact cases of application of and
requirements for sectoral/strategic/regional EAs should be revised and
included in environmental procedures of all banks.

• Prior to project approval, the bank’s investigations and evaluations
mostly concern the borrower’s transparency and financial ability to pay
back the loan. More attention should be paid to examination of
environmental capability of the operating company to provide proper
response to an oil spill and the issue of financial responsibility in order
not to allow risky projects without resources for clean up (Sakhalin
case).

• The issue of operations’ supervision is considered to be of high priority
for successful project implementation in Russia due to corruption in the
oil and gas industry, poor public participation and deliberate
misreporting of environmental and performance information. To
address these problems and to provide objective data on project
progress, the banks should develop a strong system of external
supervision and adopt strict requirements for involvement of
independent third parties in monitoring, audit and reporting on
performance for all project categories. Also, the presence of the banks’
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environmental and technical oil and gas specialists in national and local
offices in the country is required in order to ensure continuous quality of
project supervision1.

• Traditional non-disclosure of information about actual performance by 
oil and gas companies in Russia does not allow project monitoring and
compliance by affected parties. The banks should make the
information on environmental performance available to the public. At
the same time, conditions for public participation in Russia should be
improved.

• The enforcement measures should be clearly formulated, reflected in
the banks’ essential documents and put into use. 

The im prove ments, made ac cord ing to above rec om men da tions
would make the en vi ron men tal per for mance in oil and gas op er a tions in 
Rus sia better. Ad di tionally, they would en sure better mit i ga tion of the
cur rent en vi ron men tal prob lems.
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Appendix

Com par i son of the IBRD, IFC and EBRD pol i cies, pro ce dures and op er a tions re lated
to oil and gas de vel op ment in Rus sia

Cri te ria WBG:IBRD WBG: IFC EBRD

Spe cific pol icy pro vid -
ing com pre hen sive
cov er age of oil/gas is -
sues with clear state -
ment of ob jec tives in
the sec tor

None None Nat u ral Re sources
Pol icy with a sep a rate
part on oil and gas
field de vel op ment,
dis cuss ing op er a tional
im pacts and their mit i -
ga tion, the EBRD
goals and plans in Rus -
sia

Oil and gas op er a -
tional stan dards ap -
plied

Sec toral guide lines:
Oil and Gas De vel op -
ment (On shore)/in
Pol lu tion Pre ven tion
and Abate ment
Hnadbook/
(rather flex i ble stan -
dards nor mally ac -
cepted to the
in sti tu tion)

Sec toral guide lines:
Oil and Gas De vel op -
ment (On shore) and
Off shore HCs Pro -
duc tion 
(rather flex i ble stan -
dards nor mally ac -
cepted to the
in sti tu tion)

Na tional and EU/WB
stan dards ap pli ca ble
Pro mo tion of best in -
dus try prac tice

EA in stru ments EIA of par tic u lar pro -
ject in clud ing EMP
re gional/sec toral EA
en vi ron men tal au dit
haz ard/risk as sess -
ment

EIA of par tic u lar pro -
ject in clud ing EAP
none
en vi ron men tal au dit
haz ard/risk as sess -
ment

EIA of par tic u lar pro -
ject in clud ing EAP
stra te gic EA
en vi ron men tal au dit
haz ard/risk as sess -
ment

Cate gori sa tion of oil
and gas de vel op ment
pro jects

Flex i ble: A or B
de ci sion is made for
ev ery par tic u lar pro -
ject on the ba sis of im -
pacts sig nif i cance,
pro ject scale and lo ca -
tion
Cases of oil and gas
field de vel op ment
pro jects as signed to
B-category in the Rus -
sian Fed er a tion are un -
known

Flex i ble: A or B
de ci sion is made for
ev ery par tic u lar pro -
ject on the ba sis of im -
pacts sig nif i cance,
pro ject scale and lo ca -
tion
Cases of oil and gas
field de vel op ment
pro jects in Rus sia as -
signed to B-category
are known

Flex i ble: A or B on
case-by-case ba sis
A-category for green -
field and/or ma jor ex -
ten sion pro jects on
HCs pro duc tion and
large-diameter pipe -
lines

77

Appendix



Cri te ria WBG:IBRD WBG: IFC EBRD

Re spon si bil ity for EA Bor rower’s 
EIA for A-projects -
in de pend ent 3d party
par tic i pa tion.
Par tic u lar cases - ad vi -
sory panel of in de -
pend ent,
in ter na tion ally re cog -
nised ex perts

Pro ject spon sor’s
EIA for A-projects -
in de pend ent 3d party
par tic i pa tion. 
Par tic u lar cases – in -
volve ment of in de -
pend ent
in ter na tion ally re cog -
nised ex perts

Pro ject spon sor’s
Site au dit – par tic i pa -
tion of an in de pend ent 
third party.

Par tic u lar cases – re -
view by an in de pend -
ent spe cial ist

Pro vi sions on su per vi -
sion and in spec tion in
pol icy/pro ce dural
doc u men ta tion

Gen eral pro vi sions on
mon i tor ing and au dit
with out spec i fi ca tion.
Re quire ments for EA
im ple men ta tion.
Pro ject com pli ance
and prog ress mon i tor -
ing/re port ing are per -
formed mostly by
pro ject spon sor or the
bank’s staff on the ba -
sis of short site vis its.
No spe cific ef fec tive
re quire ments

Re quire ments for EA
im ple men ta tion.
Pro ject com pli ance
and prog ress mon i tor -
ing/re port ing are per -
formed mostly by
pro ject spon sor or the
bank’s staff on the ba -
sis of short site vis its.
No spe cific ef fec tive
re quire ments

Pro ject com pli ance
and prog ress mon i tor -
ing/re port ing are per -
formed mostly by
pro ject spon sor or the
bank’s staff dur ing
short site vis its. Au dits 
by third par ties, pro -
ject im ple men ta tion
re view by an in de -
pend ent pe tro leum
en gi neer.
No spe cific ef fec tive
re quire ments

Oil and gas pro ject
port fo lio

Limited num ber of oil
and gas de vel op -
ment/re ha bil i ta tion
pro jects with en vi ron -
men tal com po nents
built in; 
green pro jects with
pri mary en vi ron men -
tal ob jec tives pres ent

Oil and gas de vel op -
ment/pro duc tion in -
creas ing pro jects with
en vi ron men tal com -
po nents built in;
no-green pro jects with 
pri mary en vi ron men -
tal ob jec tives

Nu mer ous oil and gas
de vel op ment/pro duc -
tion in creas ing pro -
jects with
en vi ron men tal com -
po nents built in;
com par a tively small
share of green pro jects 
with pri mary en vi ron -
men tal ob jec tives

Data source: EBRD. 1996. EBRD en vi ron men tal pol icy and pro ce dures; EBRD. 1999. EBRD Nat u ral re -
sources op er a tions pol icy. Lon don: EBRD; IFC. 1998. IFC en vi ron men tal pol i cies; IFC. 1998. Pro ce dure for
en vi ron men tal and so cial re view of pro jects; IFC.1998. IFC en vi ron men tal, health and safety guide lines; World
Bank Group. 1998. Pol lu tion pre ven tion and abate ment hand book; WBG. 1999. The World Bank Group
op er a tional man ual. Wash ing ton, DC: World Bank
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