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Principles for environmental and social
responsibility

Sustainable development is dependent on a balance between economic considerations, social
responsibility and environmental protection. Environmental concerns and social conditions are integral
elements of Norfund’s efforts to invest in profitable business enterprises in developing countries.
Norfund seeks to exert a positive influence on investment projects.

 Our investment projects must comply with recognised international environmental and social
standards, and with national legislation and regulations.
 We will strive to ensure that the health, safety and human rights of employees are valued and
protected.
 We aim to highlight and enhance the positive social and environmental consequences of our
investment projects.
 We seek to identify any negative social and environmental consequences of our investment
projects and contribute towards mitigating any adverse effects.
We require our partners to implement appropriate procedures to deal competently with the social and
environmental aspects of their projects. These issues must be considered prior to an investment
decision.
The policies Norfund works with in our own investment activity are the IFC Social and
Environmental Performance standards. In addition to being used for assessing the
sustainability of investment opportunities, these standards are made mandatory for
lenders and companies in which Norfund is owner. Companies are also expected to
follow the IFC Environmental Health and Safety Guidelines when working with their
Health and Safety standards.
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Performance Standard 1: Assessment and Management of
Environmental and Social Risks and Impacts
Performance Standard 1 underscores the importance of managing social and environmental
performance throughout the life of a project (any business activity that is subject to assessment and
management). An effective social and environmental management system is a dynamic, continuous
process initiated by management and involving communication between the client, its workers, and
the local communities directly affected by the project (the affected communities). Drawing on the
elements of the established business management process of “plan, implement, check, and act,” the
system entails the thorough assessment of potential social and environmental impacts and risks from
the early stages of project development, and provides order and consistency for mitigating and
managing these on an ongoing basis. A good management system appropriate to the size and nature
of a project promotes sound and sustainable social and environmental performance, and can lead to
improved financial, social and environmental project outcomes.

Objectives
•

To identify and evaluate environmental and social risks and impacts of the project.

•

To adopt a mitigation hierarchy to anticipate and avoid, or where avoidance is not possible,
minimize, and, where residual impacts remain, compensate/offset for risks and impacts to
workers, Affected Communities, and the environment.

•

To promote improved environmental and social performance of clients through the effective
use of management systems.

•

To ensure that grievances from Affected Communities and external communications from
other stakeholders are responded to and managed appropriately.

•

To promote and provide means for adequate engagement with Affected Communities
throughout the project cycle on issues that could potentially affect them and to ensure that
relevant environmental and social information is disclosed and disseminated.
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Performance Standard 2: Labour and Working Conditions
Performance Standard 2 recognizes that the pursuit of economic growth through employment
creation and income generation should be balanced with protection for basic rights of workers. For
any business, the workforce is a valuable asset, and a sound worker-management relationship is a key
ingredient to the sustainability of the enterprise. Failure to establish and foster a sound workermanagement relationship can undermine worker commitment and retention, and can jeopardize a
project. Conversely, through a constructive worker-management relationship, and by treating the
workers fairly and providing them with safe and healthy working conditions, clients may create
tangible benefits, such as enhancement of the efficiency and productivity of their operations.

The requirements set out in this Performance Standard have been in part guided by a number of
international conventions negotiated through the International Labour Organization (ILO) and the
United Nations (UN).

Objectives
•

To promote the fair treatment, non-discrimination, and equal opportunity of workers.

•

To establish, maintain, and improve the worker-management relationship.

•

To promote compliance with national employment and labour laws.

•

To protect workers, including vulnerable categories of workers such as children, migrant
workers, workers engaged by third parties, and workers in the client’s supply chain.

•

To promote safe and healthy working conditions, and the health of workers.

•

To avoid the use of forced labour.
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Performance Standard 3: Resource Efficiency and Pollution Prevention
Performance Standard 3 recognizes that increased economic activity and urbanization often generate
increased levels of pollution to air, water, and land, and consume finite resources in a manner that
may threaten people and the environment at the local, regional, and global levels.1 There is also a
growing global consensus that the current and projected atmospheric concentration of greenhouse
gases (GHG) threatens the public health and welfare of current and future generations. At the same
time, more efficient and effective resource use and pollution prevention2 and GHG emission
avoidance and mitigation technologies and practices have become more accessible and achievable in
virtually all parts of the world. These are often implemented through continuous improvement
methodologies similar to those used to enhance quality or productivity, which are generally well
known to most industrial, agricultural, and service sector companies.

This Performance Standard outlines a project-level approach to resource efficiency and pollution
prevention and control in line with internationally disseminated technologies and practices. In
addition, this Performance Standard promotes the ability of private sector companies to adopt such
technologies and practices as far as their use is feasible in the context of a project that relies on
commercially available skills and resources.

Objectives
•

To avoid or minimize adverse impacts on human health and the environment by avoiding or
minimizing pollution from project activities.

•

To promote the reduction of emissions that contributes to climate change.

Performance Standard 4: Community Health, Safety and Security
Performance Standard 4 recognizes that project activities, equipment, and infrastructure can increase
community exposure to risks and impacts. In addition, communities that are already subjected to
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impacts from climate change may also experience an acceleration and/or intensification of impacts
due to project activities. While acknowledging the public authorities’ role in promoting the health,
safety, and security of the public, this Performance Standard addresses the client’s responsibility to
avoid or minimize the risks and impacts to community health, safety, and security that may arise from
project related-activities, with particular attention to vulnerable groups.

Objectives
•

To anticipate and avoid adverse impacts on the health and safety of the Affected Community
during the project life from both routine and non-routine circumstances.

•

To ensure that the safeguarding of personnel and property is carried out in accordance with
relevant human rights principles and in a manner that avoids or minimizes risks to the Affected
Communities.

Performance Standard 5: Land Acquisition and Involuntary
Resettlement
Performance Standard 5 recognizes that project-related land acquisition and restrictions on land use
can have adverse impacts on communities and persons that use this land. Involuntary resettlement
refers both to physical displacement (relocation or loss of shelter) and to economic displacement (loss
of assets or access to assets that leads to loss of income sources or other means of livelihood1) as a
result of project-related land acquisition2 and/or restrictions on land use. Resettlement is considered
involuntary when affected persons or communities do not have the right to refuse land acquisition or
restrictions on land use that result in physical or economic displacement. This occurs in cases of (i)
lawful expropriation or temporary or permanent restrictions on land use and (ii) negotiated
settlements in which the buyer can resort to expropriation or impose legal restrictions on land use if
negotiations with the seller fail.

Unless properly managed, involuntary resettlement may result in long-term hardship and
impoverishment for the Affected Communities and persons, as well as environmental damage and
adverse socio-economic impacts in areas to which they have been displaced. For these reasons,
involuntary resettlement should be avoided. However, where involuntary resettlement is unavoidable,
it should be minimized and appropriate measures to mitigate adverse impacts on displaced persons
and host communities3 should be carefully planned and implemented. The government often plays a
central role in the land acquisition and resettlement process, including the determination of
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compensation, and is therefore an important third party in many situations. Experience demonstrates
that the direct involvement of the client in resettlement activities can result in more cost-effective,
efficient, and timely implementation of those activities, as well as in the introduction of innovative
approaches to improving the livelihoods of those affected by resettlement.

To help avoid expropriation and eliminate the need to use governmental authority to enforce
relocation, clients are encouraged to use negotiated settlements meeting the requirements of this
Performance Standard, even if they have the legal means to acquire land without the seller’s consent.

Objectives
•

To avoid, and when avoidance is not possible, minimize displacement by exploring alternative
project designs.

•

To avoid forced eviction.

•

To anticipate and avoid, or where avoidance is not possible, minimize adverse social and
economic impacts from land acquisition or restrictions on land use by (i) providing
compensation for loss of assets at replacement cost and (ii) ensuring that resettlement
activities are implemented with appropriate disclosure of information, consultation, and the
informed participation of those affected.

•

To improve, or restore, the livelihoods and standards of living of displaced persons.

•

To improve living conditions among physically displaced persons through the provision of
adequate housing with security of tenure5 at resettlement sites.

Performance Standard 6: Biodiversity Conservation and Sustainable
Management of Living Natural Resources
Performance Standard 6 recognizes that protecting and conserving biodiversity, maintaining
ecosystem services, and sustainably managing living natural resources are fundamental to sustainable
development. The requirements set out in this Performance Standard have been guided by the
Convention on Biological Diversity, which defines biodiversity as “the variability among living
organisms from all sources including, inter alia, terrestrial, marine and other aquatic ecosystems and
the ecological complexes of which they are a part; this includes diversity within species, between
species, and of ecosystems.”
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Ecosystem services are the benefits that people, including businesses, derive from ecosystems.
Ecosystem services are organized into four types: (i) provisioning services, which are the products
people obtain from ecosystems; (ii) regulating services, which are the benefits people obtain from the
regulation of ecosystem processes; (iii) cultural services, which are the nonmaterial benefits people
obtain from ecosystems; and (iv) supporting services, which are the natural processes that maintain
the other services.

Ecosystem services valued by humans are often underpinned by biodiversity. Impacts on biodiversity
can therefore often adversely affect the delivery of ecosystem services. This Performance Standard
addresses how clients can sustainably manage and mitigate impacts on biodiversity and ecosystem
services throughout the project’s lifecycle.

Objectives
•

To protect and conserve biodiversity.

•

To maintain the benefits from ecosystem services.

•

To promote the sustainable management of living natural resources through the adoption of
practices that integrate conservation needs and development priorities.

Performance Standard 7: Indigenous Peoples
Performance Standard 7 recognizes that Indigenous Peoples, as social groups with identities that are
distinct from mainstream groups in national societies, are often among the most marginalized and
vulnerable segments of the population. In many cases, their economic, social, and legal status limits
their capacity to defend their rights to, and interests in, lands and natural and cultural resources, and
may restrict their ability to participate in and benefit from development. Indigenous Peoples are
particularly vulnerable if their lands and resources are transformed, encroached upon, or significantly
degraded. Their languages, cultures, religions, spiritual beliefs, and institutions may also come under
threat. As a consequence, Indigenous Peoples may be more vulnerable to the adverse impacts
associated with project development than non-indigenous communities. This vulnerability may include
loss of identity, culture, and natural resource-based livelihoods, as well as exposure to
impoverishment and diseases.
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Private sector projects can create opportunities for Indigenous Peoples to participate in, and benefit
from project-related activities that may help them fulfill their aspiration for economic and social
development. Furthermore, Indigenous Peoples may play a role in sustainable development by
promoting and managing activities and enterprises as partners in development. Government often
plays a central role in the management of Indigenous Peoples’ issues, and clients should collaborate
with the responsible authorities in managing the risks and impacts of their activities.

Objectives
•

To ensure that the development process fosters full respect for the human rights, dignity,
aspirations, culture, and natural resource-based livelihoods of Indigenous Peoples.

•

To anticipate and avoid adverse impacts of projects on communities of Indigenous Peoples, or
when avoidance is not possible, to minimize and/or compensate for such impacts.

•

To promote sustainable development benefits and opportunities for Indigenous Peoples in a
culturally appropriate manner.

•

To establish and maintain an ongoing relationship based on Informed Consultation and
Participation (ICP) with the Indigenous Peoples affected by a project throughout the project’s
life-cycle.

•

To ensure the Free, Prior, and Informed Consent (FPIC) of the Affected Communities of
Indigenous Peoples when the circumstances described in this Performance Standard are
present.

•

To respect and preserve the culture, knowledge, and practices of Indigenous Peoples.

Performance Standard 8: Cultural Heritage
Performance Standard 8 recognizes the importance of cultural heritage for current and future
generations. Consistent with the Convention Concerning the Protection of the World Cultural and
Natural Heritage, this Performance Standard aims to ensure that clients protect cultural heritage in the
course of their project activities. In addition, the requirements of this Performance Standard on a
project’s use of cultural heritage are based in part on standards set by the Convention on Biological
Diversity.
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Objectives
•

To protect cultural heritage from the adverse impacts of project activities and support its
preservation.

•

To promote the equitable sharing of benefits from the use of cultural heritage.

IFC Environmental Health and Safety Guidelines
The IFC’s EHS Guidelines are technical reference documents with general and industry-specific
examples of Good International Industry Practice (GIIP), as defined in IFC's Performance Standard 3 on
Pollution Prevention and Abatement. Reference to the EHS Guidelines by IFC clients is required under
Performance Standard 3. IFC uses the EHS Guidelines as a technical source of information during
project appraisal activities, as described in IFC's Environmental and Social Review Procedure.
The EHS Guidelines contain the performance levels and measures that are normally acceptable to IFC
and are generally considered to be achievable in new facilities at reasonable costs by existing
technology. For IFC-financed projects, application of the EHS Guidelines to existing facilities may
involve the establishment of site-specific targets with an appropriate timetable for achieving them.
The environmental assessment process may recommend alternative (higher or lower) levels or
measures, which, if acceptable to IFC, become project- or site-specific requirements.
When host country regulations differ from the levels and measures presented in the EHS Guidelines,
projects are expected to achieve whichever is more stringent. If less stringent levels or measures are
appropriate in view of specific project circumstances, a full and detailed justification for any proposed
alternatives is needed as part of the site-specific environmental assessment. This justification should
demonstrate that the choice for any alternate performance levels is protective of human health and
the environment.

Kristin Clemet
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