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agement are conplimentary aspects f the sameagenda. Wit hout adequate environmental
protecion, development wil be undermined; without development, environmental pro-
fection willfaiLt" (World Development Repord 1992Ž Development and the Environment)



ETHE WORLD BANK and the
ENVIRONMENT

Fiscal 1993

The World Bank
Washington, D.C.



@1993 The International Bank for Reconstruction
and Development/The World Bank
1818 H Street, N.W.
Washington, D.C. 20433, U.S.A.

All rights reserved
Manufactured in the United States of America
First printing September 1993

This publication was prepared by World Bank staff, and the findings,
interpretations, and conclusions expressed in it do not necessarily
represent the views of the Bank's Board of Executive Directors or the
countries they represent.

The teWt is printed on recycled paper that exceeds the requirements of
the 1988 guidelines of the U.S. EnvironmentalProtection Agency, section
6002 of the Resource Conservation Recovery Act. The paper stock con-
.ains at least 50 percent recovered waste paper material as calculated by
fiber content, of which at least 10 percent of the total fiber is postconsu-
mer waste, and 20 to 50 percent of the fiber has been deinked.

Printed an RWcled Paper

ISBN 0-8213-2581-7
ISSN 1014-8132



Contents-

Preface ix

Abbreviations and Acronyms x

Overview 1
The World Bank's Fourfold Environmental Agenda 2

Assisting Countries in Environmental Stewardship 4
Assessing and Mitigating Adverse Impacts of

Bank-Financed Projects 6
Building ont the Positive Synergies between Development

and the Environment S
Addressing Global Environmental Challenges 9

Building Capacity for the Task 10
Equipping the Bank 10
The World Bank and the Intemnational Community 11
The Challenge Ahead 12

Notes 13

Part I. The World Bank's Fourfold Environmental
Agenda 1

1. Assisting Countries in Environmental Stewardship 17
Defining Strategies 18

National Strategies 18
Regional Strategies 23

Lending for Environmental Management 26.
Urban and Industrial Pollution Control 27
Natural Resource Management 30
Environmental Institution Building 34
Lessons from Project Implementation 35

Expanding and Disseminating Knowledge 38
Policy Guidance 39

v



vi

Technical Assistance, Research, and Dissemination of Best
Practices 42

Concepts, Methodologies, and Indicators 50
Notes 54

2. Assessing and Mitigating Adverse Impacts
of Bank-Financed Projects 57

Environmental Assessment of Bank-Financed Projects 57
Bank Experience in Environmental Assessment 58
Strengthening Environmental Assessment 63

Social Assessment of Bank-Financed Projects 69
Social Assessment Procedures 69
Involuntary Resettlement 70
Indigenous People 73
Cultural Heritage 74
Social Factors in Future Bank Work 77

Notes 77

3. Building on the Positive Synergies between Development
and the Environment 81

Investing in People 82
Addressing Population Growth and Developing

Human Resources 82
Targeting Poverty Reduction 84
Strengthening Agricultural Research and Extension 86
Investing in Water Supply and Sanitation 87
Clarifying Property Rights of the Poor 88

Promoting the Efficient Use of Resources 91
Improving Energy Efficiency and Conservation 91
Eliminating Subsidies for Resource Use 94
Economywide Policies and the Environment 96

4. Addressing Global Environmental Challenges 103
The Bank and the Global Environment 104

National Activitieswith Global Payoffs 104
Key Activities for the Global Environment 106

The Global Envirorunent Facility 111
The Pilot Phase 112
Resources for the Pilot Phase 113
Investnent Lending 115
Research 123
Nongovernmental Organizations and the Global

Environment Facility 123
Beyond the Pilot Phase 125

Notes 129



vii

Part HI. Building Capacity for the Task 131
5. Equipping the Bank 133

Restructuring for Better Implementation 134
The Vice Presidency for Environmentally Sustainable

Development 134
Thematic Teams 135
Other Gentral Vice Presidencies 136
Other Specialized Units for Environment 136

Strengthening Environmental Capacity 136
Regional Environmental Units 137
Country Departments 137
Recruitment of Environmental Staff 138
Environment Training for Stalf 139

Note 142

6. The World Bank and the International Community 145
Interagency Cooperation 145

International 146
Regional 146
Bilateral 147

Borrower Training and the Economic Development Institute 148
Conference on Environmentally Sustainable Development 149
The World Bank and the NGO Community 149
Communication with the Broader Public 152
Notes 154

Annexes
A. Envirornment- and Social-Related Operational Policies

and Directives 155
B. Projects with Environmental Objectives and Components

Approved in Fiscal 1993 161
C. Projects with Full Environmental Assessment Approved

in Fiscal 1993 173
D. GEF Investment Projects Approved in Fiscal 1993 181

Bibliography 187

Boxes
1-1. Lessons from the Preparation of National Environmental

Strategies 20
1-2. Translating NEAPS into Environmental Investments 28
1-3. Protecting National Parks in Venezuela 33
1-4. Regional Water Resources Management 40
2-1. Review of Early Bank Experience with Environmental

Assessment 60



viii

2-2. Environmental Assessment and Project Design in Gabon 62
2-3. Strngthening Environmental Assessment in China 64
2-4. Sectoral and Regional Environmental Assessment 66
2-5. Environmental Implications of Privatization in Latin America 67
2-6. Parbcipatory Environmental Management in the MabLh Region 75
2-7. Rehabilitation of Morocco's Historic Cities 76
3-1. Targeting the Complementarities between Environmental

Improvement and Poverty Reduction in Turkey 85
3-2. Participation and Land Tenure in Colombo 89
3-3. The World Bank's Energy Policy 90
3-4. Implications for Wildlife Management of Economic Liberalization

in Zimbabwe 98
3-5. Trade Reforrms and Agricultural Extensification in Ghana 99
4-1. Conserving Biodiversity in the Asia-Pacific and Latin America

and the Caribbean Regions 110
4-2. Measuring Incremental Costs 124
4-3. Principles of GEF Restructuring 126

Tables
1-1. Lending Portfolio for Environmental Management and Pollution

Control Approved in Fiscal 1989-93 29
1-2. Lending Portfolio for Natural Resource Management

Approved in Fiscal 1989-93 32
1-3. Lending Portfolio for Environmental Institution Building

Approved in Fiscal 1989-93 35
2-1. Investment Projects under Preparation and Approved

in Fiscal 1993, by EA Category and Region 58
2-2. Category A Projects under Preparation and Approved

in Fiscal 1993, by Sector 59
4-1. Allocation of Resources in the GEF Work PrograM Tranches I-V 114
4-2. Project Distribution in the GEc Work Program, Tranches I-V 115
4-3. GEF Investment Lending, Fiscal 1993 116
5-1. Internal Training Courses for Bank Staff on Environmental

Issues, Fiscal 1993 140
6-1. Environmental Training Activities of the Economic

Development Institeut Fiscal 1993 150

This report was prepared by the Environment Departnent of the World
Bank in close collaboration with the regional Environment Divisions and
Country Operations Departments. The teamwas led byAndrewSteer and
Marian Mabel, and included Barbara Lausche, ErnstLutz,Jocelyn Mason,
John Redwood, Phil Paradine, Salenna Wong& and Feng Wang. The report
was edited by Michael Prest, Virginia Htchcock, and Joanne Ainsworth.
Mohamed T. El-Ashry provided guidance.



Preface

In 1987 tUhe World Bank embarked on a major effort to incorporate
environmental concems into all aspects of its work. Progress reports
were prepared for the Development Comuittee in 1987,1988, and 1989.
In 1990 it was decided to initiate a series of annual reports to document
progress and ensure that the lessons of success and failure are put to
good use.

This is the fourth annual report in the series. It sets out the principal
environmental activities of the Bank (IBRD and IDA) during fiscal 1993
(the period from July 1, 1992, to June 30, 1993) and its future initiatives,
in the context of the agreements reached at the United Nations Confer-
ence on Environment and Development and the findings and recom-
mendations of World Development Report 1992: Development and the
Environment.
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Overview

An important transition is under way in the World Bank's environrnen-
tal work 1 Its key elements include a shift in emphasis from the design
and codification of Bank policies to supporting their implementation on
the ground; a stronger focus on the development of institutional capacity
for environmental management at the country level; a greater recogni-
tion of the need to embed environmental concerns into sectoral work;
and increased emphasis on the social aspects of environmentally sus-
tainable development. The twelve months since the United Nations
Conference on Environment and Development (UNCED) have seen im-
portant progress in tfhis transition. Bank lending to strengthen environ-
mental policies and institutions rose sharply, the skis base witiin the
Bank was substantially broadened through targeted reritment and
training, and the reorganization of the Bank's environmental work has
significantly strengthened the capacity for environmental work in the
country departments and is facilitating more effective interdisciplinary
and "structured learning" approaches to the operational support and
analytical work of the central departments. Il-ighlights of this year's
envirounental activities am presented in the box on the followgpage.

Although progress has been substantial, it is not enough, of course.
There remais a large unfinished intellectual agenda: many basic key
relationships between development and the environmentremainpoorly
understood, and the Bank is still on the steep part of the learing curve
on numerous key institutional and policy issues. Meeting the rapidly
growing requests from borrower countdes for technical and project
support for the environment will require substantial further strengthen-
ing of its technical skills base. And the rapid expansion of environmental
lending and the Bank's relative inexperience with environmental pro-
jects will require a stronger emphasis on supervision and on building
partnerships with other agencies and nongovernmental organizations
NCOs.

: : . . i~~~
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The World Bank and the Environment:
highlights from Fiscal 1993

Among the highlights in the year following the Earth Summit-

Financial Resourcesfor Environme gal Managemnwt. In fiscal 1993, the
World Bank comrnitted a record $2 billion for twenty-tuheenew loans
and credits to assist developing countries in environmental protec-
ton and improvement This represented a near doubling over the
previous year and a thirty-fold increase over lending five years ago
(chapter 1). In addition to these specifically environmental invest-
mnents, the Bank expanded its financing of pro-environental devel-
opment activities in the pastyear. Comrritments rose to $180 milion
for population activities and $2 billion for education. Lending spe-
cifically targeted toward the poor and most vulnerable rose to $5
billion (chapter 3).
National and Regional Envimmental Planning. More than ftirty cour-
tries have now prepared national environmentl action plans with
assistance from the Bank. This year the Bank also completed regional
strategy documents for Asia, for the Sahel in Aica, and for the
countries of Central and Eastem Europe; the third report was en-
dorsed by European environment miniisters, and follow-up actions
were initiated. Regional programs, supported by the Bank, contin-
ued to address problems in the Mediterranean, Black and Balticseas,
and the Danube river basin (chapter 1).
Environmental Assessment (EA). A major review of Bank experience
with EA to date was completed and discussed by the Board of
Executive Directors in April 1993. It found that EAs were having a
significant and growing impact on project design and implementa-
tion and identified areas needing improvement (chapter 2).

D Resettlement Issues. The report of the Independent Commission on
Narmada, (the Morse Report) identified serious weaknesses inproj-
ect preparation and implementation, especially with regard to reset-
tlement. In addition to preparing a remedial action plan for the
specific procect the Bank embarked upon a major policy review of
all itsprojectsinvolvingresettlement. This willbecompleted in early
1994 (chapter 2).

The World Bank's Fourfold Environmental Agenda

The World Bank's environmental activities-which involve policy dia-
logue, lending, technical assistance, research, and aid coordination-
have four objectives:

.Assistigmembercountesin settngpnonties,buldingititutions,
and implemenng programs for sound en ental stewardsip

ti%.
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* Globl Environmenta Chullengcs. The past year has been a crucial one
for the Global Environmental Facility, as it has moved toward the
completion of the pilot phase and prepared for restructuring and
replenishment The Bank has also participated actively in the inter-
national discussions on the implementation of the Biodiversity
and Climate Change Conventions and in the preparation of the
Desertification Convention.

* Organizational Sbrngthening. Anew Vice PresidencyforErnvironmen-
tally Sustainable Development was established in January 1993,
bringing together the Environment Agriculture and Natural Re-
soures; and Transport Wate, and Urban Development Departments.
En addition thematic teams were estabLished to promote cross-
departmental and interdisciplinary teamwork, and a new Social
Policy and Resettlement Division was established in the Environ-
ment Department

* Enhanncd Skills Base. Recruitment during the past year has raised
the number of full-time environmental specialists at the World
Bank to around 200. A further 27 enviromnental specialists and 12
social scientists will be added in the coming year. Environmental
training of Bank staff was also sharply increased, with more than
500 staff receiving training in the past year (chapter 5).

* Profect IMplentation. The Report of the World Bank's Portfolio
Management Task Force (the Wapenhans Report) led to a detailed
plan of action to strengthenprojectimplementation. This has import-
ant implications for the effective implementation of the Banks port-
folio of environmental projects, which now stands at $5 billion
(chapters 1 and 5).

* Policy Papers and Directives. Severl major policy papers and di-
rectives were completed during the year. Of note: the water re-
sources management paper provides guidance on integrated
water management in contrast to the fractured approaches of the
past policy papers on energy efficiency and conservation and on
electric power outline practical approaches to demand manage-
ment and transfer of energy efficient tchnologies; and an opera-
tional directive on agricultural pest nanagement gives guidance for
environmentally sound pesticide polices and the move toward
ntegrated pest management

Ensuring that potential adverse environmental impacts from
Bank-financed projects are addressed

* Assisting member countries in building on the synergies among
poverty reduction, economic efficiency, and environmental
protection

v Addressing global environmental challenges through participa-
tion in the Global Environment Facility (UEF).
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The four chapters of part I of this report are organized around this
fourfold agenda. Part II of the report addresses how the Bank is endeav-
oring to equip itself for the task and how it is actively building partner-
ships with the international community.

Assisting Countries in Environmental Stewardshzip

Chapter 1 describes the Bank's efforts to help countries improve their
environmental management. Three elements are involved here: provid-
ing financial resources for environmental investmentst providing sup-
port for national and regional environmental planning exercises, and
deepening and disseminating knowledge about enviroinentally sus-
tainable development.

FiNANCING ENVONMENTAL PROJECS. In the past twelve months, the
Bank committed a record $2 billion in new loans and credits for twentv-
th-ee projects specifically designed to strengthen countries' capacities
for environmental management.2 This represents a near doubling of the
commitments of the previous year and a thrtyfold increase in lending
from that in 1989, the first year the Bank prepared a progress report on
its environmental activities. World Bank financing for the environment
is for three broad types of projects. Lending for pollution control and the
urban enzironment (the "brown" agenda) amounted to $1.3 billion in
flscal 1993 and included large projects for the control of water pollution
in Brazil, China, Korea, and Turkey, and for air pollution control in India
and Mexico. Lending for natural resowres and the rural environment (the
"green" agenda) amounted to $521 million in fiscal 1993 and included
projects for water resource and land conservation and management in
Egypt, India, Paldstan, and Turkey; for natural habitat protection in
Egypt, Gabon, Seychelles, Tunisia, and Venezuela; and for integrated
pest management in Indonesia. Lending for environmental institution
building, which traverses the "brown" and "green' agendas, amounted
to $173 million and included projects in Bolivia, Chile, China, Ghana,
Korea, and Pakistan.

Th PERFORMANCE OF oNGONG PROJECTS. There are now more than 100
B3ank-financed envirornmental or forestry projects under implementa-
tion in fifty countries, representing Bank commitments of some $5
billion and total investments of almost $13 billion. TO these figures
must be added the large number of smaller investments that are
components of energy, agriculture, water supply and sanitation, and
other loans.

Evidence from the "Annual Report on Portfolio Performance, Fiscal
1993" and from special regional and country reviews suggests that the



performance of environmental projects is about the same or slightly
better than that of the Bank's portfolio as a whole. However, this should
provide no grounds for comfort; the rapid expansion of environmental
lending means that most of the projects are still young, and, given the
strong focus on institution building in many of the projects, the need to
work across goverrnent departments, and the common lack of natural
"constituencies" for environmental policies, it is clear that strong efforts
will be required to ensure that the portfolio of environment projects
performs well. Commonly identified problems to date include weak
technical and managerial capacty of environmental agencies, inade-
quate performance indicators, and insufficient environmental expertise
on Bank supervision missions.

NATIONAL AND REGIONAL sTRATEGIES. The Bank has expanded its sup-
port for the preparation of national and regional environmental strategies.
By early September 1993, twenty-two active International Development
Association (IDA) borrowers had completed national enviromnental ac-
tion plans (NEAPs) or equivalent documents These plans are prepared
by country authorities-consistent with commitments made under
Agenda 21 to prepare national sustainable development plans-but
often with analytical support from the Bank and other agencies. Several
of the earliest action plans-such as those prepared by Egypt, Ghana,
Seychelles, and Sri Lanka-are now entering the implementation phase
as new environmental investments have been appraised and approved
by the Bank, the CEF, and other donors during the past year. Non-IDA
borrowing countries are also being encouraged to develop NEAPs, and
many countries have already completed such plans (for example, Bul-
gana, Cyprus, Mauritius, Poland, Seychelles, and Tunisia).

The quality of the NEAPs has been quite varied, and it is important that
these plans be recognized as the first step in a continuing process.
Experience to date suggests that the preparation of action plans is most
successful when it involves those responsible for economic as well as
environmental decisiorunaking and when there existsa methodologyfor
identifyingpriorities and policies tat is understood and accepted by all
participants. Stmng emphasis has been put on the countries' developing
andmaintainingownership of their actionplans and on the participation
of the people likely to be affected by them. As a result, the time taken to
prepare thern is difficult to predict and has been mudc longer than
initially anticipated, especially in Africa.

The past year saw expanded Bank involvement in the preparation of
regional strategies. Comprehensive regional analyses were completed
forAsia, the Sahel, and central and eastern Europe. This latterreportwas
the focus of a meeting of environment ministers from eastern and
western Europe in Switzerland in April 1993; the pmposed strategy was



6

fully endorsed and follow-up actions were initiated. Several regional
seas and river basins programs also made important progress this year,
wit active Bank support Phase II of the Mediterranean Technical
Assistance Program was launched, as was the Black Sea program, and
the Bank continued its financial and technical support of the Baltic Sea
and Danube river basin programs.

DEEPENING AND DISSEMINATING KNOWLEDGE. Environmental policies,
projects, and plans are only as good as the knowledge upon which they
are based. The Bank's program of policy, analysis, and research grew in
fiscal 1993 and yielded several important policy and best-practice pa-
pers. Four important sets of policy guidance became operational during
the year. The Water Resources Management paper, approved by the
Board of Directors in May 1993, advocates and provides detailed guid-
ance for a comprehensive, cross-sectoral approach to the sector as a
means of overcoming the fragmentation that characterized earlier sub-
sectoral initiatives. An Operational Policy Directive on Forestry was
issued in March 1993 to guide staff involved in implementing last year's
paper on forestry policy. An agriculture sector review paper, endorsed
by the Board of Directors, highlights the links between productivity,
natural resource management, and the environment. And an Opera-
tional Directive on Agricultural Pest Management provides detailed
guidance on environmentally sound pesticide policies and the move
toward integrated pest management Annex A lists operational policies
that guide the Bank's work on environmental and social issues.

To ensure that the Bank's research and analytical work program re-
mains grounded in operational reality and is multidisciplinary in ap-
proach, six "thematic teams" have been established this year in the Vice
Presidency for Environmentally Sustainable Development These teams
cover land management, water resources, the urban environment, social
policy, the poverty-gender-environment "nexus," and concepts, indica-
tors, and methodologies for environmentally sustainable development.
An important task for this sixth team will be to lead the Bank's work in
identfying indicators of sustainable development and in following up
"Toward Ihproved Accounting for the Environment," published in fiscal
1993 by the World Bank and the United Nations Statistical Division.

Assessing and Mitigating Adverse Impacts of Bank-Financed Projects

To be effective, the Bank's lending must be environmentally and sociaUy
sustainable. Chapter 2 addresses current efforts to ensure that any po-
tential adverse impacts from Bank-financed investments are adequately
assessed and niitigated.
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SOaIAL D[MENSIOS OP ENVIRONMENTAL MANAGEMENT. In recognition
of the integral role that social considerations play in natural resource
management a new division of Social Policy and Resettlement was
established in the Environment Department in early 1993 Its mandate
is to provide operational support, policy guidance, and intellectual
leadership on issues of social assessment, resettlement, indigenous peo-
ples, cultural property, and local participation. During the coming year
this group, in conunction with the new thematic team on Social Policy,
will be preparing social assessment guidelines for use by project officers

Building on the Positive Synergies between Development
and the Envirnent

In addition tospecific environmental interventions,the Bankhas contin-
ued to expand its support for development activities that also have
potentially large benefits for the environent These positive synergies
between development and the environment-a central message of the
Earth Summit-are the theme of chapter 3. Two propositions are now
widely agreed. First, reducing poverty and strengtheninghuman devel-
opment are essetial for environental sustairability. Second, policies
to promote the efficient use of resources benefit both the environment
and the economy. This year the Bank has expanded its activities in both
areas.

Lending specifically targeted to the poor and most vulnerable, moni-
tored-underthe Program of Targeted Interventions (P'n), rose to $5billion
for seventy-three prjects. Lending for population programs also rose to
$180 million and is expected to reach $200 million in the coming fiscal
year; sixty population projects, representing nore than $1 billion in
commiments, are now under plementation. The Bank also made
tiirty-two loans and credits, amounting to nearly $2 billion, for educa-
tion in fiscal 1993; most of these prcjects included special components to
improve the quality of female education and encourage higher enroll-
ment. Other lending activities benefiting both the poor and the environ-
ment induded twelve water supply and sanitation projects, amounting
to $1 billion, and projecs to strengthen land tenure for poor farmers and
urban squatters in Latin America and Africa. Bank-supported research
on sustainable agriclture in low-income areas also expanded, hirough
the Consultative Group on International Ag.iculture Research (cGrAR).

The Bank has also continued to support counties' efforts to promote
the efficient use of resources. Two major policy papers-on energy
efficiency and conservation and on electric power-were completed and
discussed by the Bank's Board of Directors ftis year They explore
practical approaches to demand management and the transfer of-energy-
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SOCIAL DIMENSIONS OF ENVIRONMENTAL MANAGEMENT. In recognition
of the integral role that social considerations play in natural resource
management a new division of Social Policy and Resettlement was
established in the Environment Department in early 1993. Its mandate
is to provide operational support, policy guidance, and intellectual
leadership on issues of social assessment, resettlement, indigenous peo-
ples, cultural property, and local partcipation. During the coing year
this group, in conjunction with the new thematic team on Social Policy,
will be preparing social assessment guidelines for use by project officers.

Building on the Positive Synergies between Development
and the Environment

In addition to specific environmental interventions, the Bankhas contin-
ued to expand its support for development activities that also have
potentially large benefits for the environment These positive synergies
between development and the environment-a central message of the
Earth Summit-are the theme of chapter 3. Two propositions are now
widely agreed. First, reducing poverty and strengtheninghuman devel-
opment are essential for environmental sustainability. Second, policies
to promote the efficient use of resources benefit both the environment
and the economy. This year the Bank has expanded its activities in both
areas.

Lending specifically targeted to the poor and most vulnerable, moni-
tored under the Program of Targeted Interventions (PTi), rose to $5 billion
for seventy-three projects. Lending for population programs also rose to
$180 million and is expected to reach $200 milion in the coming fiscal
year; sixty population projects, representing more than $1 billion in
commitments, are now under implementation. The Bank also made
ftirty-two loans and credits, amounting to nearly $2 billion, for educa-
tion in fiscal 1993; most of these prcjects included special components to
improve the quality of female education and encourage higher enroll-
ment Other lending activities benefiting both the poor and the environ-
ment included twelve water supply and sanitation projects, amounting
to $1 billion, and projecfs to strengthen land tenure for poor farmers and
urban squatters in Latin America and Africa. Bank-supported research
on sustainable agriulture in low-income areas also expanded, ffrough
the Consultative Group on Intemational Ag.iculture Research (CaAR).

The Bank has also continued to support countries' efforts to promote
the efficient use of resources. Two major policy paper-on energy
efficiency and conservation and on electric power-were completed and
discussed by the Bank's Board of Directors this year. They explore
practical approaches to demand management and the transfer of-energy-
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efficient, pollution-reducing tedhnologies and demonstrate the crucial
importance of energy pricing in efficient resource use. Progress in re-
moving energy subsidies in borrower countries (still amounting to more
than $230 billion) has been disappointing, and the policy papers recom-
mend a tighter focus on this and other efficiency measures in country
dialogue. In the past twelve months, the Bank made twenty-four energy
sector loans, each of which supports energy efficiency, and the Energy
Sector Management Program restructured its work program to give
greater emphasis to environmental and efficiency concerns.

Removing subsidies to other natural resources, such as water, wood,
and pesticides, by encouraging full cost recovezy, also continues to be an
important component of Banklending. Adjustment lending (twenty-five
loans and credits in fiscal 1993) remains an effective tool for supporting
countries' efforts to remove wasteful distortions. A growing number of
adjustment loans include environmental components, and some-such
as the fiscal 1993 Honduras Energy Adjustment Loan-now explicitly
address environmental concems.

Addressing Global Environmental Challenges

Chapter 4 describes how global environmental concerns are increas-
ingly being incorporated in the Bank's work. The past year has seen
analytical progress in the valuation of global costs and benefits,
innovative IDA lending for renewable energy in India, and active Bank
participation in the interational discussions on the implementation
of the Biodiversity and Climate Change conventions and in the prep-
aration for the Desertification Convention. Biodiversity strategies
have been completed or are under way for the Asia-Pacific, Latin
America and the Caribbean, and Africa regions. The most direct Bank
involvement with addressing global environmental challenges is
through its role as implementing agency for the Global Environment
Facility and the Montreal Protocol.

The past year has been a crucial one for the CS7, both with regard to
moving toward a successful conclusion of the pilot phase and in prepar-
ing for replenishment and restructuring of the facility. As of June 1993,
commitmnents of $468 million had been made for fifty-ftuee investnent
prgects under way or endorsed by the participants and managed by the
World Bank. Nme investment projects approved by the Bank in tie past
twelve months (totaling $70 million) have sought to promote renewable
energy in India and energy conservation in Thailand; conserve
biodiversity in Belarus, Bolivia, Congo, Ghana, and Turkey; and reduce
pollution in international waters (and protea aquatic biodiversity) in
Egypt and the Seychelles. The past year has also seen progress on
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participatory approaches to designing and implementing projects and
initiating research on incemental costs.

Participating governments are currently working out details of the
restructured GEF. The replenishment process began formally at the Beij-
ing Participants' Meeting in May 1993, where many donors supported
the view that a replenishment of SDR 2 billion to 3 billion ($2.8 billion to
4.2 billion) for a period of three to four years was an appropriate range
to ain for in the replenishment discussions. Both restructuring and
replenishment processes are scheduled for completion by December
1993.

The Bank is also an implementing agency of the Multilateral Fund of
the Montreal Protocol, which provides funds to help developing coun-
tries phase out all ozone-depleting substances by the year 2010. The
Bank's portfolio of Montreal Protocol investment operations totals
nearly $70 million for seventeen investment operations.

Building Capacity for the Task

Inplementing the Bank's large environmental agenda described in Part
I requires the institution to strengthen its own intemal capacity for
environmental work and to improve communication and collaboration
with the international community. The last two chapters in this report
address these issues.

Equipping the Bank

The rapid expansion of the Bank's environmental activities, coupled
with concerns about proect implementation, have called for substantial
intemal capacity building during the past year (chapter 5). The estab-
lishment of a new Vice Presidency for Environmentally Sustainable
Development, incorporating the Environment, Agriculture and Natural
Resources, and Transport, Water and Urban Departments, is helping
shift the focus from "environment" and 'development" as separate
perspectives to "environmentally sustainable development" Equally
important, a substantial strengthening of environrmental skills is under
way at the country operations level. Each country department now has
an environmental coordinator to serve as technical adviser and contact
point for environmental issues, and almost half of the country depart-
ments now have environmental units.

There are now about two hundred full-time environmental specialists
at the Bank-an increase of about twenty-five since a year ago and a
sharp contrast to the five environmental specialists at the Bank in the
mid-1980s. Many factors suggest that it will be necessary to increase the
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number of technical specialists further. Lending for environmental pro-
jects is expected to rise in each region; in Asia it is expected to double
between the periods 1990-92 and 1993-95. The first generation of Bank-
supported stand-alone environmental projects is only three to four years
old (the number under implementation doubled in 1991 and again in
1992) and will require careful supervision. And the number of "first-
round" NEAPs will nearly double in 1994 and then move into the im-
plementation stage. Finally, the need for social expertise in support of
resettlement components is certain to rise. A skills assessment exercise,
recently completed, concluded that about sixty-five additional environ-
mental specialists will be needed during the next ree years, divided
roughily equally between "pollution" specialists, biologts, and ecolo-
gists and sociologists and anthropologists. To meet this need, the presi-
dent of the Bank has endorsed the creation in 1994 of twenty-seven new
positions specially for technical environmental specialists and twelve
new positions for social scientists.

In addition to recruitnent, staff training has also been given greater
emphasis this year, with twenty-three courses being taught and more
than five hundred Bank staff participating. For the coming year, in
addition to an enhanced program of technical skills and environmental
economics, a broad-based course on the fundamentals of environmental
management wibe developed, with the goal of deepening understand-
ing of environmental concerns among all Bank staff members.

The World Bank and the International Community

Implementing the Bank's environmental agenda requires building part-
nerships and effective communication with the intemational commuu-
nity (chapter 6). At the multinational level the Bank has been active in
the follow-up to UNCED through interagency discussions, support to the
new Commission on Sustainable Development, and through an ex-
panded program of operational partnerships with regional and multi-
lateral agencies. This year has also seen a more proactive program of
consultations on environmental issues with bilateral donor agencies.
One-fifth of the environmental projects financed by the Bank were
cofinanced with bilateral agencies, and some $7 million in bilateral trust
funds finance analytical work and techrdcal support through the various
environment units at the Bank.

The Bank continues to build partnerships wit NGOQ This year wit-
niessed some rewarding results and some strong disagreements. NGOs
partcipated actively in discussions on Bank policy and strategy papers
(such as those on foresty water, agriculture, energy, and biodiversity)0
and in the review of environmentally sensitive projects. Particularly
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valuable are discussions at the country level with operational NGOs that
have technical expertise in the environment. NGOs are also playing an
important role in facilitating effective participation in environmental
project preparation and in EA preparation.

The Bank's Economic Development Institute expanded its environ-
mental activities during the past year, having organized fifteen major
training activities for Bank borrowers. Drawing from Bank and borrower
experiences in environmental management, these courses covered met-
odological issues of valuation and envirorunental economics and spe-
cific policy and institutional issues associated with biodiversity,
pollution, forestry, and environmental assessment.

Further, in recognition of the need to stay abreast of the rapidly
evolving knowledge base, an annual intemational conference on envi-
ronmentally sustainable development will be initiated in 1993, to be held
each year in conjunction with the Bank's annual meetings This flagship
conference will consider issues central to environment and develop-
ment, including lessons of experience in the transition from policy to
practice and discussion of innovative approaches to environmentally
sound development.

More broadly, the Bank is xecognizing the need to expand its commu-
nications network generally to the public at large. A growing publica-
tions list of environmental technical papers, newsletters, and
best-practice materials were produced during the year covering a wid-
ening range of subjects in increasingly varied formats to reach the largest
possible audience. The most widely disseminated publication has been
the "Environmental Bulletin," published quarterly by the Environment
Department, with 25,000 subscribers-including NGOS, United Nations
agencies, governments, academics, and individuals. The technical pub-
lication in most demand tis past year was the World Development Report
1992: Development and the Environment, with more than 90,000 copies
being distributed worldwide. The Bank's External Affairs Department
has given priority to the environmental issues in its outreach programs
and has also managed the production and distributioni of several envi-
ronmental films.

The ChallengeAkead

Last year's annual report on the environment emphasized the need to
move from the first phase of environmental work at the Bank-one
characterized by efforts to raise consciousness and establish guidelines
and directives to a second phase, in which the focus is on implementa-
tion and ensuring that actions correspond with agreed principles. The
Earth Summit, the completion of the World Development Report 1992 and
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other key policy and analytical documents, the findingsof theMorse and
Wapenhans Reports, and the establishment of the new VLce Presidency
for Environmentally Sustainable Development, have reminded us of the
need for such a transition and empowered us for tie task. This transition
is well under way, but not yet complete.

The key challenges that lie ahead to improve the Bank's effectiveness
on the environment are the same as those to improve the Bank's effec-
tiveness more generally, as laid out in the follow-up aclion plan to the
Wapenhans Report. Careful supervision of the Bank's young and rapidly
growing portfolio of environmental projects, learning from this process
and building on analytical and best-practice work so as to improve the
quality of future projects at entry, and promotion of participation and
country ownership of national environmental action plans, environmen-
tal assessment processes, and Bank-financed environmental projects will
be essential to further progress

Notes

1. The "World Bank' as used in this report, refers to the Intemational Bank
for Reconstruction and Development (iBRD) and its affiliate, the Intemational
Development Association (IDA). The maD has two other affiliates, the Intema-
tional Finance Corporation (rc) and the Multilateral Investment Guarantee
Agency (MICA). The Bank, the iFc, and MIGA are sometimes referred to as the
'World Bank Group."

2. All dollar amounts are current U.S. dollars except where noted. Abillion is
1,000 million.

3. Agenda 21 is the primary policy docurment agreed by countries at the Earth
Summit. For further details on Agenda 21, see The World Bank and the Environ-
ment, Fiscal 1992.
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PART I
The World Bank's Fourfold

Environmental Agenda

Part I of this report consists of four chapters corresponding to the
fourfold environmental agenda described in the Bank's statement to the
fintrmeeting of the UN Commission on Sustainable Development inJune
1993. In seeking to play its role in response to the Earth Summuit impera-
dve, the Banlks task is:

* To help member countries to set priorities, build institutions, and
implement programs for sound enviomnmnental stewardship

3 To ensure that potential adverse environmental impacts from
Bank-financed projects are addressed

* To help member countries build on the complementarities among
poverty reduction, economic efficiency, and environmental
protection

o To address global environmental challenges through participation
in the Global Environmental Facility.

15
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1. Assisting Countries
in Environmental

Stewardship

In the year since the United Nations Conference on Environment and
Development (UNCED, also known as the Earth Summit) in Rio de
Janeiro, the World Bank has expanded its efforts to help developing
countries improve the management of their environment.1 It has pro-
vided considerable additional support for preparing and implementing
environmenttal strategies, has substantially increased lending targeted
for the environment, and has continued to undertake research and to
disseminate new lessons, examples of best practice, and its improved
understanding of a wide range of environmental issues. In the process
the Bank has broadened the focus of its environmental activity from the
project level to the sectoral, countywide, and regional levels and has
continued to progressively integrate environmental concems ffirough-
out its work This chapter reviews the steps taken by the Bank during
the past twelve monfts to help borrowing countries improve their
stewardship of natural resources to ensure sound economic and envi-
ronmental development.

The task is not a simple one. To meet the complex challenges of
environmentallysustainable development the Bank is concentrating its
assistance in three key areas, around which this chapter is organized.

Defining strategies. Alack of environmental development strategies
often limits a country's ability to prioritize environmental prob-
lems and define adequate responses to the.L Improved environ-
mental planning can help ensure that scarce financial and
-irstitutional resources are used to maximum effect. Many borrow-
ers have now completed national environmental action plans with
help from the Bank and other donors The Bank has also proposed
environmental management strategies for several countries and
regLons.
Lendingfor envronmental management. LTimited financial resources

-: - frequently preclude needed investnents to protect the environ-
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ment. Bank funding helps countries reap the substantial economic,
environmental, and sodal rewards of such investments. In the past
twelve months Bank lending for primarily environmental projects
totaled a record $2 billion3 Furthermore, as a growing number of
environmental projects and components come under implementa-
lion, the Bank-and policymakers in general-are learing import-
ant lessons about the obstacles to promoting sustainable
de9lopmentin the developing world and how to overcome them.
Exp4;zding and disseminating knowledge. Environmental planning
and investment are only as good as the knowledge on which
they are based and the institutions that must implement them.
Yet much remains to be learned about the conceptual underpin-
nings of sustainable development and even about basic environ-
mental facts, and methodologies for integrating environmental
and economic concerns remain underdeveloped. The Bank's
research and project work on the environment deals with these
shortcomings. Many borrowers also have difficulty addressing
environmental problems because they lack sufficient policy
guidance, adequate legal and institutional frameworks, and
vital expertise. In response the Bank actively disseminates pol-
icy guidelines and best practices and provides direct technical
assistance for institutional stregthening.

Defining Strategies

Agenda 21, the main operational product of the Earth Summit, calls for
states to adopt "country-driven" sustainable development strategies.
Such strategies must prioritize environmental problems and identify
their direct and underlying causes; determine investmentneeds, indud-
ing the need for extemal financng; and outline appropriate policy and
capacity-buildinginterventions. In thepastyearthe Bankhas continued
to provide technical assistance to borrowing countries for the prepara-
tion of national environmental action plans. Increasingly, these national-
level planning frmeworks are complemented by country and regional
environmental strategies and studies.

National Strategies

National level envirnental strategies provide a famework for integrat-
ing cross-sectoral environmental concems into the broader context of a
country's ecnomic and social development programL The Bank supports
countries' environmental planning efforts through national environmental
action plans and country strategie and economic studies.
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NATiONAL ENVIRONMENTAL AcrION PLANS. One of the most important
ways the Bankhelps borrowers to improve environmental management
is to help elaborate and implement national environmental action plans
(NEAPs). These plans describe the country's main environmental prob-
lems and identify policies, institutional measures, and investments to
address them. They are meant to be continuously refined as new infor-
mation emerges and priorities change. Further, NEALs (along with other
Bank environmental work) provide the Bank with a basis for dialogue
with borrowers on environmental issues and contribute to the Bank's
own country assistance strategies. While national governments are re-
sponsible for preparing and implementing the plan, the Bank can pro-
vide advice and help arrange technical assistance. The process by which
the Bank supports action plan preparation was formalized in July 1992,
in "Operational Directive 4.02, Environmental Action Plans." (See annex
A for other operational policies for environment).

By early September, some twenty-two active IDA-eligible countres had
completed NEALS or equivalent documents This indudes Albania, Benin,
Bhutan, Bolivia, Burkina Faso, Chin, Egypt, The Gambia, Ghana, Guinea-
Bisseau, Honduras, Lsotho, Madagascar, Maldives, Nepal, Nicaragua,
Nigeria, Pakistan the Philippines, Rwanda, S&o Tome and Principe, and Sri

anka? Preliminary documentation and consultations are well under way
m all active IDA borrower countries. The majority of IDA borrowers is in
Afica, and in that region the NEAW process has taken longer than in some
otier regions because of the special emphasis given to buildg a demand-
driven, participatoryprocess to bring environmentalconcerns to the main-
stream of development planning and simultaneously to build local
environmental capacity as part of theNEAP process. Other Bankborrowers
are also being encouraged to develop such plans, and several non-iDA
countries have already completed them (for example, Bulgaia, Cyprus,
Mauritius, Poland, the Seychelles, and Tunisia).

During the past three years the Bank and its borrowers have learned
a great deal about preparing environmental plans. Some of these lessons
from country experience are highlighted in box 1-1. The concept and
practice of preparing environmental strategies are new to many coun-
ties, and itis importa,ntthat emerginglessonsfromexperiencebe shared
among countries and practitioners The Bank actively supports this
exchange of information and expertise. Thus, for example, the Network
for Environment and Sustainable Development in Africa, based in
Abjan, provides a forum for information exchange and is funded by
donors under the tripartite leadership of the World Bank, the African
Development Bank, and the United Nations Development Programme
(uNDP). Comprised of experienced African environmental experts
(drawn mainly from national teams involved in the development of
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Box 1-1. Lessons from the Preparation of National
Environmental Strategies

Several lessons emerge from Bank experience with environmental plan-
ning at the national level.

* Preparing an environmental action plan should be recognized as the
first step in a continuing process of national-level policy develop-
ment and decisionmaking for envirounmental managernent. In some
cases this has not been fully understood, the analysis has not been
strong enough to sustain an evolving process, and the countries'
environmental priorities have not been sufficiently well defined.

* For any environmental strategy to succeed, all relevant parties
should beincluded in theplanning process. Participation and coliab-
oration at the local and national levels is essential if the plan is to be
effective in practice. This principle was illustrated in Guinea, where
a first unsuccessful attempt by a government ministry to elaborate a
NEAP later proved successful once a local NGO was hired to prepare
the plan, under the guidance of a government steering committee.

a A plan is more likely to be effective when its preparation involves
those responsible for economic, as well as envirorunental, decision-
making. In Nicaragua, for example, the fact that the Ministry of
Economics is the lead coordinating agency, with technical support
from other line ministries, has raised the political status of the docu-
ment and thus increased the chance of effective implementation.

* Solid aralytical work is essential to determine priorities for action.
Thestronger the analytical basis of theplan's findings, the better the
chances that the plan will be implemented successfully. In the prep-
aration of the Central and Eastern Europe Environmental Action
Programme, for instance, analysis of environmental health issues
and initial comparisons of costs a.d environmental benefits among
alternative investmentprograms pointed to clear priorities and facil-
itated the plan's acceptance.

* The cross-sectoral nature of the underlying causes of environmental
degradation needs to be carefully analyzed. Analysis in Madagascar,
for example, explicitly recognized that key environmental problems

. are seriously aggravated by unsustainable agricultural develop-
ment, stagnant urban economies, continuing rapid population
growth, sectoral policy and price distortions, and political uncertain-
ties. Policies that fail to address such issues will not succeed.

country action plans), the network advises African countries undertak-
ing national envirormental action plans. Also in Africa, preparation,
funding, and implementation of NEAPs in Madagascar and Rwanda have
been supported by a multi-donor secretariat comprised of tie World
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Bank,. the African Development Bank, bilateral aid agencies, and inter-
national nongovernmental organizations (NGos). Frther, the Bank's
country department for Southern Afica is supporting formulation of
NEAPs through environmental supportprograms, which are prepared by
each country in the region and involve all interested donorm These
programs provide a mechanism to undertake the often lengthy studies
required for a better understanding of a country's environmental prob-
lems as well as for a framework for donor cooperation.

The Bank also helps countries formulate environmental policy by
preparing country environment strategies and reports, which aim to
help borrowers to integrate environmental concerns into government
activities, including the identification of projects for which extenal
funding is anticipated. A recently completed report on Mexico illustrates
this type of assistance. Developed in collaboration with the Mexican
govemment, tiis report emphasizes the need simultaneously to pursue
environental concerns in particular regions (Mexico City and the Gulf
Coast region and along the U.S. border) and in particular sectors (water
supply and sanitation, solid- and toxic-waste management, nabtul re-
sources management, and the control of industrial pollution). Specific
recommendations are made on the balance between market-based and
command-and-control investments, institutional capacity for environ-
mental management at each level of govenment, and expenditure plan-
ning for environmental investments.

Another example is a study being prepared for Iran, which is to be
completed in early 1994 Focusing on five broad areas-the national legal
and institutional framework the macroeconomic and policy framework

urban air and water polluion, natural resource degradation, andmarine
pollution-its xesults will provide a basis for the environental strategy
and help orient the design of investment projects. Similarly, a country
study for Guinea-Bisseau identifies near-term proect and policy inter-
ventions as components of a national strategy, including interventions
in the agriculhure, forestry, fisheries, water and sanitation, energy, and

social sectors. Similar strategy studies for countries such as Belarus,

Jamaica, LaoPeople's Democratic RepublicUlkraine, and VietNamalso
were initiated or completed during the past year.

COUNTRY ECONOC srUDES. In addition to NEA.S and country environ-

mental strategies, enviromental issues are now increasingly covered in
Bank country economic memoranda (CEMs) and other country-level

economic studies. CaMs, which are produced on average every three
years, are analyses of overall country economic conditions, from which
strategies forimprovementcanbederivedT These analyses arebeginnig
to focus increasingly on environmental issues. In some cases the envi-
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ronment is seen to play such a critical role in economic performance that
it is featured as a principal theme of the CEM. Environmentally focused
CEMS or country studies have been completed for many countries.

o Malaysia. The country economic study, which focuses on urban
pollution issues, find that even though urban pollution in Malay-
sia is not as extreme as in many other East Asian countries, trans-
port emissions and inadequate sewerage facilites are -causing
severe health problems; if left unattended, the effects of pollution
could carryaheavy economic cost The degradation of urban living
conditions could also threaten Malaysia's attractiveness for tour-
ism and foreign investment The report concludes, however, that
the costs of pollution abatement are small relative to the potential
benefits involved, particularly if cost-effective strategies are
implemented.

* Thailadm A Bank country econonmc study, "Managing Environ-
mental Impacts in a High-Growth Economy," stresses that rela-
tively new environmental problems, such as hazardous waste, are
intensifying, while traditional ones, such as water contamination,
still need to be resolved. However, the country's expected eco-
nomic growth should make possible the investments required to
improve environmental quality. With planming and timely action,
policymakers have the opportunity to implement cost-effective
control strategies.

* Sao Tom eand Principe- The recent economic report notes that while
environmental problems are not yet severe or widespread in the
country, future development is likely to cause additional pressures
on the environment Poor water quality, forest degradation, ma-
laria, threats to biodiversity, steep slope erosion, loss of fisheries,
improper handling of toxic and hazardous wastes, and coastal
erosion are identified as issues of potential concem to be addressed
at a very early stage of the country's development process. The
report was discussed at a national workshop, and the principles
identifiedin thestrategyhave been adopted forthe country'sNEAP.
Central and Eastern Europe. As the Bank expands its work in this
region, the impact and importance of environmental issues are
being recognized early in the planning process and are addressed
inCEms prepared forAzerbaian,Estonia,Kazakhstan Latvia,Lith-
uania, Moldova, and Russia. For example, the Moldova CEM in-
cludes a review of environmental pioblems that will provide
background for an energy and environment project to be launched
in fiscal 1994 and is expected to-improve the incorporatiorn of
environmental issuesinto agricultural operations.
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*Fiji; Kiribati, Marshall Eslands, Micronesia, Solonon Islands, Tonga,
Vanuatu, and Wester Samoa. An economic study of these eight
Pacificlslandcountiesconcludesthatenvironmentalpreservation
takes on special importance for them because their resource base
is fragile and the envirorunent plays a primary role in the main
sectors of their economies: agriculture, fisheries, aand tourism.
Policy options are discussed, and global concems such as
biodiversity conservation, possible sea level rise from global
warming, and hazardous waste disposal are also recognized as
relevant for these island economies.

Regional Strategies

Recognizingthatenvironmentalproblems frequently cannotberesolved
exclusively within national boundaries, the Bank is broadening its envi-
ronmental strategy work to the regional leveL Important examples of
this approach during the past twelve months indude regional environ-
mental strategy papers, the continued development of programs for
regional seas, and several planning initiatives for regional water re-
sources management (detailed in-box 1-4). Regional strategies for con-
serving -biodiversity in the Asia-Pacific, Latin America, and the
Caribbean, and Africa regions have also beert developed and are dis-
cussed in the context of global environmental initiatives in chapter 4.

REGiONAL STRTEGY PMErS A comprehensive Bank report on environ-
mentalissues inAsiahas recentlybeencompleted. Thisreview, 'Toward
an Environmental Strategy for Asia," found that countries in.South and
East Asia face worseing urban industrial pollution, atmospheric emis-
sions, soil erosion, land degradation, and loss of biodiversity. Asia has
also experienced the highest rate of deforestation among the world's
tropical areas during the past ten years. Despite this negative picture the
report condudes that there is room for optimism, given the increasing
desire of Asian govemments to incorporate environmental improve-
ment among their development goals and the region's continued robust
economic perfornance. The report decribes options and principles that
will help in formulating environmental management strategies to min-
imize the environmental damage that futtue demographic, urban, and
industrial growth might otherwise cause.

This year the Bank also prepared a strategy to guide its assistance for
environmentally sustainable development in Africa's Sahelian region.
The broad range of issues examined include the area's limited resources,
rapid population growth, increasing competition for land and water,
declining agricultural perfomance, degradation of land, deforestation,
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depletion of fisheries, threats to biodiversity, urbanization, and the
environmental impact of economic policies. istitutional issues at the
national, regional, and international levels wee also -considered. The
strategy takes a multisectoral approach and puts forward strategic op-
tions combining increased investment in education, strengthened public
and private institutional capacity for environmental management at the
central and local levels, and integrated natural resources management

An environmental action program for the countries of Central and
Eastern Europe (CEE) was also completed this year and discussed at a
conference of European environment ministers in Lucere, Switzerland,
in April 1993. The premise of the program is that the scarcity of available
financial resources requires that priorities be set, particularly in the areas
that affect human health. The program encourages consensus on envi-
ronmental priorities among the CEE countries and between them and
their donors. It endorses a mix of policy, inveshnent and institutional
actions that require complementary commitments by the governments
and aid agences involved. Among the main priorities identified by the
study are:

* Cutting air emissions from specific types of industrial plants
- Reducing particulate and sulfur dioxide emissions in urban-areas,

especially those linked to the use of coal in the household and
service sectors

- Launching low-cost/high-gain programs (such as improved oper-
ation and maintenance, energy efficiency measures, and environ-
mental audits) in the most polluting industrial sectors
Protecting groundwater from wastewater discharges and hazard-
ous wastes
Undertaking selected municipal wastewater investments that
could improve ambient water quality at low cost

Although the proposed action program does not present a list of
specific projects, it does contain an inventory -of the main sources of
pollution in the CEE countries, an extensive list of documented public
healtiproblenisrelatedtotheenvironment,and anindicationofthe types
of investment in different subsectors that are likely to be most cost-ecf
tive. The Bank is also preparing an inventory of the countries' most
vulnerable ecosystems and measures to protect tem. The strong com-
mon treads running through CEE countries justify adopting a regional
approach to environmental managementin these countries. The principal
environmental problems are similarinnahme and severity, and the simul-
taneous transitidn from central planning to mrket-economies presents
unique economic and environmental challenges and opportunities.
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REGONAL SEAS AND RIVER BAsINS PRORAMS Bank-supported regional
seas and riverine initiatives during fiscal l993 include the Mediterranean
Environmental Technical Assistance Program, environmental vrograms
for the Black and Baltic Seas, and the Environmental Program for the
Danube River Basin.

The Mediterranean Basin The Mediterranean Environmental Tech-
nical Assistance Program (MET), which is funded primarily by
the Commission of the European Communities, the European
Investment Bank, the UNDP, and the World Bank, supports the
development of environmental projects, the strengthening of envi-
ronmental management capadty, and the establishment of envi-
ronmentally sound policies among Mediterranean Basin countries.
During the past year METAP focused primarily on implementing
and completing the first stage of the program (1990-92) and initi-
ating the second phase, which will extend through 1995. Seven
project preparation activities-induding industrial effluent con-
trol in Egypt and coastal zone management and marine pollution
abatement in Turkey--and four policy studies-including envi-
ronmental policy in Cyprus and biodiversity conservation in the
basin as a whole-were completed during the year. The program
likewise continued to support key regional entities such as the
Mediterrnean Cities Program, the Mediteranean Environmental
Protected Areas Network, and the Mediteranean National Envi-
zonmental Agencies Network
The Black Sea -Pollution of the Black Sea is among the worst in the
world. The Program for Environmental Management and Protec-
tion of the Black Sea, officially launched by the participating coun-
tries (Bulgaia, Georgia, Romania, Russia, Turkey, and Ukraine) in
June 1993, aims to be a catalyst for reversing the process of envi-
ronmental degradation andunsustainable resource use in the Black
Sea area. It will provide the coastal countries with a solid basis for
developing and implementing long-term environmentally sound
policies and investment programs. It will also support institution
building at the national and regional levels and foster cooperation
among countries, the scentific community, NGOs, and the private
sector. The Bank has already identified a priority investment port-
folio of 1hirtcen projects in municipal services, industrial pollution
control, andport reception facilities, and it has carried out an initial
survey of biodiversity conservation needs. The Global Environ-
ment Facility (GEF), the European Community, the European Bank
for Reconstruction and Development, and several bilateral donors
have made significant commitments to the program.
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The Baltic Sea. The Baltic Sea Environment Program aims to reduce
point- and nonpoint-source pollution affecting the Baltic Sea and
its catchmentarea trough phased implementation of key activities
in investment, institutional strengthening, training, and public
awareness during a period of at least twenty years. During fiscal
*1993 a program implementation task force, of which the Bank is an
active member, was established under the Helsinki Commission,
and an implementation program was adopted in March 1993.
Intemational support for the program comes from the Commission
of the European Communities and from the govemments of Den-
mark Finland, GernanmNorway, Sweden, and the United States,
as well as from the Nordic Project Fund and the World Wide Fund
for Nature. The Bank is now considering projects-including in-
vestments in wastewater treatment, wetland conservation, and
protection of recreational areas-in Estona, Latvia, Lithuania, and
PolanicL
The Danube River Basin. The Environmental Program for the Dan-
ube River Basin is a multidonor effort to address environmental
issues and improve environmental management in the Danube
W River Basin, which covers substantial parts of Austria, Bulgaria, the
Czech Republic, Hungary, Moldavia, Romania, the Slovak Repub-
lic, Ukraine, and the former Yugoslavia. Phase I of the program
(1992-94) includes the development of a program management
framework and a strategic action plan, together with instiutional
strengthening and human resource development. Phase II wlll
focus on the implementation of investment activities and further
efforts to develop institutional and human resources. The Bank is
the executing agency for preinvestment activities financed by the
GEF and is also providing support under -the Special Grants Pro-
gramnL During the past twelve months a coordination unit was
established in Brussels, and eighteen preinvestment studies were
carried out in tributary river bai, six of which are being super
vised by the Bank. The program is also setting up working groups
for emergency warning systems and laboratories as well as for
monitoring and data maniagement, and is considering several en-
virornmentally oriented projects that will support the objectives of
the program.

Lending for Environmental Management

Bank lending specifically targeted to the environent can be subdivided
into three categories: urban and industril pollution control, natural

4resource management, and environmental institution building. Finan-
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cing in ai three of these areas increased markedly during the past twelve
months, providing a record $2 billion for twenty-hiree projects devoted
primarily to environmental concems Loans or credits were approved
by the Bank's Board of Directors for seven projects involving roughly
$1.3 billion for pollution control, ten projects totaling $521 miLlion for
natural resource management, and six projects involving $173 million
for environmental institution building. Of the total, $830 million sup-
ported rune projects in Asia; $681 million for six projects in Latin America
and the Caribbean; $428 million for five projects in the Middle East and
North Africa and Europe and Central Asia; and $45 million for three
projects in Suib-Saharan Africa. An -additional thirty pr4ects approved
in fiscal 1993 had significant envirormental components. To a growing
extent, lending operations-by the Bank and other donors-are guided
by the national-level planrnng process. Box 1-2 illustrates how several
NEAPs are being translated into environmental investments.

Urban and Industrial Pollution Control

The most critical envirorunmental pmblems facing cities in the developing
world have been collectively labeled the "brown agenda." Pollution
problems may seriously impede the development process because they
are linked to both public health and productivity. The Bank's lending in
this area can be loosely divided between projects dealing with water
pollution, primarily from the industrial and household sectors, and
those involving air pollution, for the most part from industrial or trans-
port-related sources. New Bank commitments aimed primarily at urban
envionmental management and polution control, and piojects ap-
proved by the Bank since 1989, are presented in table 1-1.

Urban-based, water-related projects typically aim to reduce current
water pollution levels, revive watersheds, improve and maintain fature
water quality, achieve financial and adniastrative reforms and auton-
omy, and create or consolidate local river basin authorities. Project
components include water, sewerage, and flood control works; solid-
waste collection and disposal facilities; urban rehabilitation; environ-
mental protection; waterbasin management; cost-recoverymechanisms;
and improved legal and regulatory frameworks. Examples of Bank
operations approved in the past twelve months are the Water Quality
and Pollution Control Projects for the Sio Paulo and Parana and Minas
Gerais metropolitan areas in Brazil, both of which adopt a river basin
approach to- urban water resource planning and pollution abatement
The Kwangju and Seoul Sewerage; Project in the Repuiblic of Korea
combines construction of sewage treatment plants with a water conser-
vation component to reduce the generation of wastewater, and the Bursa
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Box 1-2. Translating NEAPs into EnvironmeDtal Investments

Several of the earliest NEAPs are now moving rapidly into the implementa-
tion phase. New environmental investment projects have been identified,
appraised, and approved by the Bank, the GEP, and other donors in Egypt,
Ghana, Seychelles, and Sri Lanka, among other countries.

The NEAP for Seychelles was one of the first to be commissioned. One
result has been the development of a Bank-supported project for con-
serving marine biodiversity and abating pollution, funded in part by
the CEF.

Elaboration of Sri Lanka's action plan, which involved a combination of
local working groups and Bank sector studies, culminated in a report
focusing on land and water management, gem mining, coastal resources,
forestry, biodiversity, urban and industrial pollution, energy, and institu-
tional capacity as the main areas of environmental concern. The plan is
now being implemented with the support of the doncr community and
Ncos. Several Bank-financed projects are under preparation, the main one
being a program credit to establish the framework for environmental
planning. Two other projects to help improve the environment in the
g.i.ater Colombo area are also being prepared.

Egypt's r'EA was jointly prepared by the government and ten external
donors, all of whom endorsed the plan. There was broad-based participa-
tion within the country in its formulation, and the plan was presented by
the government at a conference attended by donors and NGOs in Cairo last
year. Among the topics receiving priority attention were water pollution
and natural resource degradation, air pollution, solid waste management,
protection of the country's cultural heritage, and the need to strengthen
environmental institutions. After its approval, the government intro-
duced a new environmental law incorporating NEAP recommendations,
narticularly in the area of environmental assessment. Various measures
are also now being implemented widct donor assistance, including that
of the Bank, which has three projects related to the action plan in its
lending program.

The national environmental action plan in Ghana was concluded in
1991, and the Ghana Environment Resource Management Project
represents the firststage in the imnplementation of the plan. Theprimary
objectiveof the project is to.strengthen the capacity of both government
and people to manage envirornmental resources in a sustainable man-
ner. A key project component is community involvement in a pilot
activity to adopt improved land management practices and implernent
measures to minimize land degradation. Further, specific attention will
be paid to the demarcation and management of fragile coastal wetland
ecosystems. Five sites will be recognized under the Ramsar Conven-
tion, and a system for their management and future development will
be prepared.
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Table 1-L Lending Portfolio for Environmental Management
and Pollution Control Approved in Fiscal 1989-93
(millions of dollars)

Loan/credit
Country Project amount

New commitments, approved infiscal 1993
Brazil Water Quality and Pollution Control-

Sio Paulo/Parana 245.0
Minas Gerais Water Quality and Pollution

Control 145.0
China Southern Jiangsu Environmental Protection 250.0
India Renewable Resources Development 190.0
Korea, Rep. of KCwangju and Seoul Sewerage 110.0
Mexico Transport Air Quality Management 220.0
Turkey Bursa Water and Sanitation 129.5

Total 1,2895

Projects under implementation, approved infiscal 1989-92
Angola Lobito-Benguela Urban Envirornmental

Rehabilitation (92) 46.0
Brazil National Industrial Pollution Control (92) 50.0
Chile Second Valparaiso Water Supply and

Sewerage (91) 50.0
China Ship Waste Disposal (92) 15.0

Beijing Environmental (92) 125.0
-ianjin Urban Development and

Envirorunment (92) 100.0
COte d'Ivoire Abidjan Lagoon Environment Protection (90) 21.9
Czech and Slovak

Federal Republics Power and Environmental Improvement (92) 246.0
India Industrial Polution Control (91) 155.6
Korea, Republic of Pusan and Ta on Sewerage (92) 40.0
Poland Energy Resources Development (90) 250.0

Heat Supply Restructuring and
Conservation (91) 340.0

Total 1,439.5

Portfolio total 2,729.0

Water and Sanitation Project in Turkey features solid-waste manage-
ment and institutional strengthering measures in addition to basic water
and sewerage investments.

-Prjects to improve urban air quality contain lines of credit or specific
pollution control investments, together with measur to strengthen the
institutional, regulatory, and management capabilities of environmental
protection agencies. Project components include assistance i control-

prtcto agnc conro
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ling air pollution from vAhides and industrial enterprises, managing
toxic and hazardous waste, and 'storing and transporting hazardous
materials. One example is the SouthemJiangsu Environmental Protlec-
tion Project in China, which, although primarily concemed with water
pollution, also addresses industrial airpollution issues. In tiisparticular
operation industrial subprojects have been designed both to reduce
pollution and to improve operational efficiencyby upgrading industrial
products and technology and minimizing and reusing wastes.

A second example is the Transport Air Quality Management Project
in Mexico. Financed with a $220 million loan, the Mexico project-the
first of its Idnd financed by the Bank-supports a comprehensive pro-
gram to reduce air pollution from vehicles in the Mexico City metropol-
itan area. Improved air quality decreases morbidity and premature death
due to respiratory and cardiovascular illness, lessens time lost from
work, and improves people's overall well-being and quality of life. The
project has five components.

A vehicles component includes support to develop and enforce
emission standards, progressive improvements in emission stan-
dards, credit to finarce the replacement of older high-use vehicles
(for example, -taxs, trucks, and minibuses), and a better vehicle
registration system.

* A fuel compohent helps fund the installation of vapor recovery
systems at service stations and an alternative fuel pilotprogram for
vehicle conversion.

a A transport policy pnd managemernt component helps prepare an
itegrated tansport and air quality management strategy.

a A scientfic base component helps fund consultant services to
strengthen air quality planning through an integrated research plan
and eqWpmentfor extending the air quality monitoring systemL

* An institutional strengthening component assists technical sup-
port teams and agencies responsible for controlling air pollution
and finances an independent annual environmental audit of public
agencies and private organizations.

In addition, the Bank financed its first free-standing project devoted
to renewable energy. Details on the India Renewable Resources Devel-
opment Project are presented in chapter 3.

Natural Resources Management

Bank lending also supports borrower efforts to promote sustainable
natural resource management Four frequently related aspects of this
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"green" enviror t agenda are stressed: forest management and
biodiversity conservation, water resource and watershed management,
marine and coastal zone management, and improvement in the ecology
of agriculturl practices. The past year has seen significant new Bank
lending operations in each of these areas, and these new commitments
are summarized in table 1-2. The Bank's support for protecting and
conserving biodiversity is discussed in the coverage of global environ-
mental issues in chapter 4.

New lending operations involving forest management and protected
areas were approved during the past twelvemontis in several countries,
including the National Parks Management Project in Venezuela (box
1-3). The Forestry and Environment Project in Gabon aims to improve
the use of forest resources and reinforce the strategic planriing and
operational capacity of govenmnent institutions in the sector. The project
also supports resumption of forestry and environmental research activ-
ities, improved forestry and environmental tran-ing, and the creation
and maintenance of wildlife reserves. The Second Forestry Develop-
ment Project in Tunisia addresses aims to relieve environmental pres-
sures and the growing demand for wood products by promoting
sustainable development and management of Tunisian forests with the
active participation of forest residents.

Several projects approved since June 1992 deal with water resource
issues in mrual areas. These operations also illustrate the frequent links
among the management of water, land, and forest resources. The Matruh
Resource Management Project in Egypt is designed to combat
desertification in the arid Matuhl province by reducing runoff and
increasing vegetative cover It will also promote water conservation and
the planting of fruit trees to help reduce erosion while raising the
incomes of thelocalBedouinpopulation (seebox 2-5). The Uttar Pradesh
Sodic Lands Redamation Projectwillhelp ameliorate salinityproblems
in several agricultural areas in the Indian state of Uttar Pradesh through
soil reclamation Approximately 80,000 small and marginal fann fani-
lies would directlybenefitfromincreased productivity and incomes, and
for many particpating families the project provides a first opportunity
to own a small parcel of productive and potentially valuable land. The
Fordwah Eastern Sadiqia Irrigation and. Drainage Project in Paldstan
supports the govemment's effort to control waterlogging and salinity
through improved water management. By reducing severe water supply
constraints and improving agricultural production through increased
efficiency of irrigation canals and watercourses, the prject will help to
control excessive seepage and provide surface drainage for nearly 18,000
farm families. Finally, the Eastem Anatolia Watershed Rehabilitation
Project in Turkey involves improved erosion control, reforestation, sus-
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Box 1-3. Protecting National Parks in Venezuela

The Venezuela National Padks Management Project, supported by a $55
million Bank loan, aims to stengthen the management and protection of
about twenty national parks and other protected areas covering some
110,000 square kilometers In addition to conserving numerous endernic
plant and animal species, stewardship of the area will also preserve
benefits frm hydroeectric power, urban water supply, irrigation, coastal
fisheries, and tourism provided by the parks. Accordingly, an important
project objective is to improve protection of the park to ensure that neither
the economic nor ecological benefits are lost through deforestation or other
mismanagement.

Both international and domestic NOs were consulted during the prep-
aration and appraisa of the piqect and have been encouraged to par tici-
pate in the implementation stage by reviewing new management plans
and helping to orgnize the use of local volunteers to protect and manage
theparks. NGoswi also help to nrease thedisseminationofenvironmen-
tal education, provide technical assistance and support for the decentral-
ization of the parks administration, and periodically review the progress
of the project and consider options for increased participation.

tainable dryland farmin& and pasture managemnt programs in the
upper Euphrates waterhed, as well as mncased production of fruit,
honey, wheat, and fodder-adding to incomes in seriously im-
poverished regions.

Two projects approved in fisl 1993 contain important components
for coastal zone management, narine biodiversity conservation, or ma-
rine pollution controL Both projects combine investments in physical
infrastrcture with significant environmental management actions. The
Private Sector Tourism, Infrastructure, and Environmental Manage-
ment Priject in Egypt will improve the policy environment in the
tourism sector and support infrstructue investments for two privately
sponsored integrated area development prqects on the Red Sea coast as
well as finance the construction of additional berthing facilities for Nile
River cruises and imnrove traffic a-nd navigation along the riveL It also
provides technical assistance and traing for local environmental staff
along with a subproject cofinanced by the GEF for the development and
first-stageimplementationof acoastal zone'environmentalmanagement
pLan. The En ent and Transport Project in the Seychell eswillhelp
the go t implement the NEAP (see box 1-2, above) and support
environmental programs in management of resources, conservation of
marne biodiversity, and control -of marine pollutioL Among the
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Box 1-3. Protecting National Parks in Venezueia

The Venezuela National Parks Management Project, supported by a $55
nillion Bank loan, aims to strengthen the management and protection of
about twenty national parks and other protected areas covering some
110,000 square kilometers. In addition to conserving numerous enderuic
plant and animal species, stewardship of the area will also preserve
benefits frm hydroelectric power, urban water supply, irrigation, coastal
fisheries, and tourism provided by the parks. Accordingly, an important
project objective is to improve protection of the park to ensure that neither
theeconomic nor ecological benefits are lost through deforestation or other
mismanagement.

Both international and domestic Ncos were consulted during the prep-
aration and appraisal of the project and have been encouraged to par tici-
pate in the implementation stage by reviewing new managemnent plans
and helping to organize the use of local volunteers to protect and manage
theparks. NCos will also help to increase the dissemination of ervironmen-
tal education, provide technical assistance and support for the decentral-
ization of the parks administration, and periodically review the progress
of the project and consider options for increased participation.

taiable dryland farrnin& and pasture management programs in the
upper Euphrates watershed, as well as increased production of fruit,
honey, wheat, and fodder--adding to incomes in seriously im-
poverished regions.

Two projects approved in fiscal 1993 contain important components
for coastal zone management, marine biodiversity conservation, or ma-
rne pollution control. Both projects combine investmnents in physical
infrstructure with significant environmental management actions. The
Private Sector Tourism, Infastructure, and Environmental Manage-
ment Project in Egypt will improve the policy environment in the
tourism sector and support infrastucture imvestments for two privately
sponsored integrated area development projects on the Red Sea coast as
well as finance the construction of additional berftiing facilities for Nile
River cruises and improve traffic and navigation along the river. It also
provides technical assistance and traiing for local environmental staff
along with a subproject cofinanced by the GEF for the development and
first-stageimplementationof acoastalzone environnentalnmanagement
plan. The Environment and Transport Project in the Seychelles will help
the govenment implement the NEAP (see box 1-2, above) and support
environmental programs m management of resources, conservation of
marne biodiversity, and control of marine pollutionL Among the
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project's objectives are facilitating tourist access while preserving or
restoring environmentally sensitive areas.

Finally, the Integrated Pest Management Training Project in Endone-
sia is designed to improve the ecological performance of existing agri-
cultural practices. Its objective is to strengthen integrated pest
management (iPM) techniques so as to stabilize agricultural production
in environmentally sound and sustainable crop systems. Reduced pes-
ticide use through adoption of 1PM is expected to alleviate pollution
problems in Indonesia's densely populated village communities, espe-
cially in areas where drinldng and bathing water are in limited supply.
It would also perit fish to be raised in paddy fields. Reduced pesticide
consumption could result in foreign exchange savings of about $17
million over the life of the project

Environmental Institution Building

Without sufficiently strong institutions to implement themr, however,
even the best laid policies and plans are unlikely to succeed. Thus
countries frequently require financial assistance to build the institutions
necessary to put in place, monitor, and enforce measures for sustainable
development While many of the "brown' and "green" prqects listed
above contain significant institution-building components, lending in
the past twelve montis also induded several operations devoted pri-
maily to strengthening environmental institutions at the national level.
Table 1-3 lists commitments for environmental institution-buildingpro-
jects approved by the Bank since 1989. Details of the Environment
Resource Management Project in Ghana were presented in box 1-2.
Other new projects that focus on institutional strengthening for environ-
mental management are briefly described below.

The Environmental Technical Assistance Project in Bolivia aims to
stengthen key national.agencies that have environmental responsibili-
ties, improve the country's envirormlental legal and regulatory frame-
work, and promote environmental education. The Environmental
Institutions Development Project in Chile supports efforts to establish
the institutional framework to manage environmental protection and
the conservation of natural resources. Similarly, the Paldstan Northern
Resource Management Project is designed to provide the basis for the
sustainable and economically efficientuse of land resources in one of the
country's poorest and most environmentally fragile areas. The project
aims to help improve the policy framework for the use of land resources
and to restrucre and strengthen the institutions for land management
and conservation. In China the Environment Technical Assistance Proj-
ect will: help strengthen selected projects and programs of the National
Environmental Protection Agencyand the Chinese Academy of Sciences.
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Table 1-3. Lending Portfolio for Environmental Institution Building
Approved in Fiscal 1989-93
(millions of dollars)

Loal/credit
Country Project amount

Neew commitments, apprved infiscal 1993
Bolivia EnvironmentalTechnical Assistance 4.8
Chile Environmental Institutions Development 11.5
China Environment Technical Assistance 50.0
Ghana Ervironmental Resource Management 18.1
Korea, Rep. of Environmental Research and Education 60.0
Pakistan Norther Resource Management 28.8

Total 1732

Projects under implmentation, apprved infiscal 1989-92
Brazil National Environment (90) 117.0
Indonesia BAPEDAL Development Technical Assistance (92) 12.0
Madagascar Environment 1(90) 26.0
Mauritius Environmental Monitoringand Development (91) 120
Mexico Entvironment (92) . 50.0
N'ieria Environmental Management (92) 25.0
Pakistan Environmental Protection and Resource

Conservation (92) 29.2
Poland Environment Management (90) 18.0

Total 289.2

Portfolio total 462.4

It will also improve interagency and internisterial coordination in
setting environmental priorities, better integrate environmental objec-
tives into national social and economic development polices and pro-
grams, and, as is further discussed in the next chapter, strengthen
China's environmental impact assessment system.

Another fiscal 1993 project, the Environmental Research and Educa-
tion Project in Korea, will help develop educitional resources and
strengthen the research capacity of colleges to better train environmental
professionals and develop more effective methods to measure and con-
trol pollution,,manage forestand fishery resources, and operate regula-
tory systems.

Lessonsfrom Project Implementation

Although its supporthas sharply increased in recent years, the Bank has
been lending to. improve. environmental management for several de-
cades. Lessons from tese efforts to help borrowers improve environ-
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mental management can be drawn both from ongoing and from com-
pleted operations. Implementation of projects in the active portfolio is
mordtored through the Bank's supervision process and summarized in
the "Annual Report on Portfolio Performance" (ARPP). The Operations
Evaluation Department (OED) assesses the results of completed projects.
Some of the lessons emerging from the Bank's growing experience with
environmental management are higighted below.

PERFORMANCE OF THE ACTIVE POEFOUo. There are now more than 100
active Bank projects-or some 5 percent of the Bank's total active port-
folio-which are directed toward strengthening environmental policies,
institutions, and investments. These "environment" or "forestry" pro-
jects represent some $5 billion in Bank commitments (of which the Bank
has disbursed $2.2 billion) and nearly $13 billion in total investments.
Another 11 percent (206 operations) of active Bankprojectshave "natural
resource management' as their primary objective and account for 7
percent ($9.7 billion) of total Bank commitments.

The 1993 AMPP found that the average performance rating of projects
having "environment" or "forestry" as their main objectives was virtu-
ally the same as that for the active portfolio as a whole, as was the share
of "problem prqects" (18 percent). Ongoing projects were reported to
have performed better in "environmental aspects," on average, than in
other aspects, such as overall administration, financial objectives, and
compliance with legal covenants. Even though regional differences were
not significant, projects in East Asia and the Pacific, Europe and Central
Asia, and the MidcUe East and North Africa appear to be performing
somewhat better in regard to the environment than those in South Asia,
Sub-Saharan Africa, and Latin America and the Caribbean. Ratings of
environmental performance, however, which are not mandatory require
further analysis before firm conclusions can be drawrL

Severalnanagementissues related to the environment were identified
by the ARPP. These included both weak technical and managerial capac-
ity of agencies responsible for preparing environmental assessments and
designing associated prcect components and the institutional and tech-
nical deficiencies in the entities responsible for implementing environ-
mental projects and components. Other problems included inadequate
attention to environmental issues during project supervision, poor per-
formance indicators (which made it difficult to monitor and evaluate
environmental performance and thus to detect implementation prob-
lems in environmental projects and components as quicldy as desirable),
and an insufficient number of qualified Bank staff to deal with environ-
mental issues.
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Similar findings were reported in a review carried out by the Bank's
Vice Presidency for Latin America and the Caribbean. Of the fifty-five
projects with environmental components presently being implemented
in tat region, supervision reports indicated tat roughly 30 percent had
good environmental performance ratings, 20 percent had average rat-
ings, and 7 percent had poor ratings, while the remaining 43 percent
were unrated. The review also found, however, that reports on environ-
mental concems by Bank supervision missions still lack consistency and
methodological definition, confirmingtheneed forbetter environmental
performance indicators.

Experience with individual environmental operations and compo-
nents provides further evidence of the importance of institutional and
financial factors in piject performance. Institutional weaknesses-in-
cluding insufficent coordination among participating agencies-and
shortages of local counterpart funding are two of the main difficulties
encountered. Implementation problems have also occurred because of
inadequate pricingpolicies, and many environmental sanitation projects
have been characterized by poor cost recovery. Environment and for-
estry projects, particularly in Africa, have experienced slow disburse-
meenis and delays in execution and have thus far been unable to promote
environmental conservation to the extent desired. Among the contribut-
ing factors: projects have rarely addressed degradation occurring out-
side their immediate boundaries, insufficient attention has been given
to policy distortions and incentives leading to environmental degrada-
tion, overall government expenditure patterns have not always been
environmentally sound, and agencies dealing with the environment
have frequently had inadequate management

Several country-level and regional analyses are yielding lessons about
the factors required for successful implementation. For example, an
assessment of natural resource management projects in ihe Sahel iden-
tified security of land tenure, full participation of local communities
(which also requires local implementation capacity), and effective mon-
itoring and evaluation as the most important contriuting factors. An
analysis of two ongoing forestry projects in Indonesia revealed the need
for further institutional strengthening and incentive reforms if conser-
vation efforts were to be successful.. More generally, Bank experience
with natural resource management points to the importance of prcject
assessment and consultation with beneficiaries early in the project cycle,
particalarly when full environmental assessments are required.

LESSONS FROM COMPLE PROJEC. In fiscal 1993 the OED continued to
address environmental issues in its review of project completion reports
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and its; own performance audit work. The OED's "Annual Review of
Evaluation Results for 1991," published in March 1993, focused on
evolving Bank experience with environmental managemenL Among the
findings were the need to improve the monitoring of project environ-
mental impacts and the supervision of projects' environmental compo-
nents; the existence of positive links between environmental
performance and economic, financial, and institutional performance of
projects; the importance of stegthening the institutional capacity of
borrowers for environmental management; and the need to give greater
attention to the macroeconomic policy framework, which strongly con-
ditions natural resource use.

Relevant lessons can also be drawn from a recently completed OED
evaluation of natural resource management in Bolivia. This is one of a
series of studies on the Bank's (and other donors') effectiveness in
addressing issues of natural resource management in selected countries.
The Bolivia study found that a country's ability to achieve sustainable
development goals will depend on how well natural resource manage-
ment concems are integrated into all levels of decisionmaldng; the donor
community has frequently overestimated the degree of readiness of
national institutions to implement programs that affect natural re-
sources; completed Bank financial operations have involved extensive
resource use, but past decisions about natural resource management
have been made without sufficient information; and, for future natural
resource-based programs to succeed, appropriate policy, institutional
and other reforms affectingresource managementmust be designed and
implemented.

To continue learing from ongoing and past Bank experience, the OED
has initiated several other -reviews and evaluations in recent months.
These include consideration of the environmental impact of Bank work
on urban development since the 1970s; review of forty years of Bank
experience with irrigation projects; focus on the attention provided
environmental issues in the appraisal, supervision, analysis, and im-
plementation of country adjustment programs; and review and evalua-
tion of the Bank's role and activities in the pilot phase of the GEF. The
OED also is providing the secretariat for the overall evaluation of the GEF
by eaci of the participating agencies (see chapter 4).

E*panding and Disseminating Knowledge

National-level planning and Bank investment operations are comple-
mented by an extensive program of policy guidance, research, and
technical assistance. Important new policy initiatives for forestry, agri-
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culture, water resources, pest management, and energy efficiency- and
conservation were completed during the past twelve months, while
others will be completed in fiscal 1994 Achieving environmentally
sustainable development also requires the Bank and its borrowers to
bridge a severe "kiowledge gap." This involves identifying lessons from
success and failure in environmental policymaldng, and dissemination
of best practices. It also requires detailed analytical work on concepts,
methodologies, and indicators.

Policy Guidance

During the past twelve months the Bankhas completed importantpolicy
and sectorreviewpapers to help guide staff in integratingenvironmental
concerns into their operational work These efforts address water re-
sources and agricultural management, including agricultural pest man-
agement and forestry.

WATER REOURCES MANAGEMENT. During-fiscal 1993 the Banks Board
of Directors endorsed an important policy paper on water resources
management, which addresses the issues of water conservation and
water quality and builds on lessons of Bank experience. The paper
advocates a comprehensive, cross-sectoral approach to designing water
resource investments, policies, and institutions thatwould eliminate the
fragmentation characteristic of earlier subsectoral initiatives. The policy
recommendations are consistent with broad international consensus
expressed at the Earth Summit Aconcerted efforthas already been made
to translate this new policy into effective planning initiatives at the
regional level (box 14). Key elements of this policy include the following
Bank efforts.

* -Encourage and help countries to develop a comprhensive analyt-
-ical framework for water resource management that is suitable to
their needs, resources, and capacities and that includes protection
and restoration of water-dependent ecosystems.

* Help governments establish legal and regulatory frameworks for
dealingwith pricing, monopoly organizations, environmental pro-
tection, and other aspects of water management
Support, where capacity exists, centrl government efforts to de-
centralize responsibilities to local govenmnents and transfer ser-
.vice delivery functions to the private sector, to -financially
autonomous public corporations, and to community organizations
such as water users' associations. Akey component of the reforms
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Box 1-4. Regional Water Resources Management

Water is already scarce in the Middle East and North Africa region. Only
seven countries in theregion havepercapita availability of more than 1,000
cubic meters a year. Competidon for water among irrigated agriculture
and urban and industrial uses is growing. Most major water resources,
including the Jordan, Nile, Euphrates, and Tigris Rivers, are shared be-
tween two or more countries. Deteriorating water quality is also a serious
problem. Water strategies for the region must thus be defined at national
and international levels. The Bank's proposed water resources manage-
ment strategy for the Middle East and North Africa aims to help govern-
ments and Bank staff address water resource issues in an integrated and
sustainable manner, taking into account the complexity and urgency of
these concerns The strategy recommnends that the process begin with te
preparation of individual countrywaterassessments to take stockof water
problems and issues, followed by the definition of long-tern strategies for
developing and managing water resources.

The Bank will help countries to explore the feasibility of developing
markets for water rights to improve the efficiency of water use by enLour-
agg investnents in conservation and morerational use of the resource.
The privadzation of water rights and water corservation measures will
further help to reduce water contaminadon and waterlogging problems.

Also at the regional level, a recent study evaluates features common to
South and East Asia and assesses problems related to water resources on
a country-by-country basis. Consistent with the orientation of the new
water policy paper, this review emphasizes the mulisectoral nature of
comprehensive managementstrategiesforwateresources.The study also
discusses the best practices in Asian countries. Follow-up actions are
expected to indude country-specific strategies for developing and manag-
ing water resources to help define the Bank's lending program.

to be supported by the Bank is greater reliance on incentives for
efficiency and financial accountability for providing the delivery
of water services.
Increase:its support of government efforts to improve and expand
sanitation and wastewater collection and treatment, promote the
use of efficiency pricing and the imposition of pollution charges to
encourage water conservation and reduce pollution, and heIp
governments develop strategies and cost-effective mechanisms for
ecologically sustainable management, protection, and restoration
of recharge areas and water-dependent ecosystems such as wet-
lands, riverine floodplain areas, estuaries, and coastal zones.



41

* Give increased attention to the linkages between ground and sur-
face water in the management of river basins and support the
establishment of government programs and policies, including
land-use policies, to-restore and protect groundwater quality and
preserve groundwater recharge areas.

FoREssMY. A formal policy statement ("Operational Policy 4.36, For-
estry") was issued in March 1993 to guide Bank staff involved in forestry
projects. Affirming that the Bank aims to curb deforestation, enhance the
environmental contribution of forested areas, promote afforestation,
reduce poverty, and encourage economic development, the policy in-
cludes guidelines for the sector. Specifically the Bank will:

* ,ot finance commercial logging operations or the acquisition of
logging equipment for use in primary tropical moist forests

* Adopt a sectorwide approach to forest and conservation work to
addresspolicy and institutional issues and to integrate forestry and
forest conservation projects with initiatives in other sectors and
macroeconomic goals

* Involve the private sector and local people in forestry and conser-
vation management and in alternative income-generating activi-
ties as well as require borrowers to identify and consult the interest
groups involved in a particular forest

- Make lending operations in the forest sector conditional upon
government commitment to undertake sustainable management
and conservation-oriented forestry

* In forests of high ecological value, finance only preservation and
light, nonextractive use of forest resources.

AGRICULTURAL MANAGEMENT. In the past year the Bank's Board of
Directors also endorsed an agriculture sector review paper that high-
lights the links between agricultue, natural resource management, and
environmental quality. The paper also identifies key measures, from the
standpoint of natural resource management, that the Bank should pur-
sue to assist countries in the transition from publicly to privately man-
aged agriculture. These include:

* Phasing out subsidies that distort the desirable and efficient em-
: -ployment of inputs and introducing realistic levels of user fees for
most publidy owned natural resources and related services

* Involving local communities in the desgn and implementation of
public expenditures in rural areas
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* Promoting the sustainable management of natural resources
trugh policy and property rights reforms, adopting new technol-
ogies and strengthening public and rural community institutions
that manage common-property resources

* Ensuring that natural resource management is brought fully into
the policy reform agenda and framing policies that promote im-
proved faming practices to increase incomes and preserve the
environment.

PEST MANAGEMENT. in July 1992 the Bank issued "Operational Directive
4.03, Agricultural Pest Management' and in April 1993 introduced ac-
companying guidelines and best-practice policy. The new direcdve
states that the Bank wilt promote safe, effective, and environmentally
sound pest management practices and indicates that this objective is best
achieved hirough an integrated approach that involves three basic prin-
ciples: keeping pests below econonmically damaging levels rather than
eradicating them; relying wherever possible on nonchemical means to
cotrol-pest populations; and applying pesticides where necessary in a
way that minimizes adverse effects on otherplants, animals, people, and
the environment. It further affirms that sector operations should empha-
size strengthening overall country capacity to address pest and pesticide
problems.

Technical Assistance, Research, and Dissemination of Best Practices

In addition to the formal policy documents discusszd above, the Bank
has continued to expand and deepen its analytical and technical assis-
tance work on. the environment Selected activities are discussed below
under three categories: pollution and the urban environment, natiural
resources a.1 -the rural environment, and national legal and institutional
assistance. Concepts, methodology, and indicators for environmentally
sustainable development are discussed in the next section.

POLLrmON AND THE URBAN ENVIRONmENT. The pace of urbanization and
industrialization has resulted in growing environmental challenges for
the cities of the developing world. In combination with multilateral and
bilateral agencies, the Bank provides technical assistance to improve
environmental nanagement in urban areas and has undertaken sector
studies and research to support the development of urban management
policies and strategies.

.Technical Assistance. During the past fiscalya the environment com-
ponent of the Urban Management Program (UMP) continued to develop
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and promote appropriate policies, strategies, tool, best-practice case
studies, and related research to stlengthen envionmental management
at the city level and respond to the problems of the "brown" agenda.
Numerous technical papers were prepared, covering such topics as
urban applications of satellite remote sensing, rapid urban environmen-
tal assessment, altemative instruments for pollution control and waste
management in urban areas, and land use considerations in urban
environmental management. A group of experts on local management
of wastes from small and cottage industries also met in Le6n, Mexico, in
October 1992. Further the UMP'S environmental team at the Bank has
been supervising research in several critical areas, including the eco-
nomnic valuation of urban environmental problems, envirorunental ef-
fectson health, and the collection of urban environmental data at the
household level. The umP is now developing a framework paper for
urban environmental plannng and management in developing coun-
tries entitled "Toward Environmental Strategies for Cities."

The Metropolitan Environmental Inprovement Program (MEP) began
in 1989 to help large Asian cities tackle their -rvpidly growing environ-
mental problems. It is funded by the uwoP and implemented by the
Bank. Fivenational governments have endorsed theprogram, and Phase
I involved five cities: Beijing& Bombay, Colombo, Jakarta, and Metro
Manila. Phase II, which began in early 1993, wil concentrate, on im-
plementation and follow-up of activities in these cities, expand the MEP
approach to other cities in ihose countries, and extend the program to
the Katmandu valley in Nepal. Lessons from Phase I include the
importance of an organizationaiframework for building a comprehens-
ive local program. Both rapid investment and long-term envirnmental
managementstrategies are alsonecessary forte programtobeeffective.
In addition, local initiatives and broad participation and consensus
building around local strategies are crucial. Examples of recent environ-
mental investments supported by the MEw include:

Colombo's Beira LAke Restoration Project, designed to clean up an
important urban waterbody while developingmultiple uses of the
surrounding land. The project requires coordinated action by gov-
ernment agencies, cottage industries, large hotels, religious insti-
tutons, recreation centers, and community groups in the affected
areas around the lake.
Industrial pollution abatement projects in Bombay, Colombo, and
Jakarta that focus oh cost-effective wastewater treatment in indus-
trial estates.
Projects in Manila and Colombo that develcp new credit arrange-
ments to finance pollution abatement. These projects include pos-
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itive and negative incentives, advisory services to industry, and
measures to improve the financing and management of pollution
control agencies.

The Bank supports two other important urban environmental iritia-
tives in Asia: the formuIation of an urban air quality management
strategy and action plan (URBAIR) and a project to assess the extent and
senousness of acid rain (RAINS-ASIA) in the region. The URBAIR program,
which is a Phase II component of the MEI?, will lead to a detailed policy
and economic incentives strategy to improve air quality in four major
cities Bombay, Jakarta, Kathmandu, and Manila. The RAINS-ASIA prqect,
based on the regional acidification information and simulation model to
assess the impact of acid rain in Europe (RAINS-EUROPE), will provide an
integrated assessment of policies and strategies for reducing acid rain.
Although the initial focus of the model is on acidification, related is-
iues-including emissions of greenhouse gases and other pollutants-
will subsequently be incorporated into a comprehensive strategy to help
guide GEF activity in the region.

In addition, the recently established Water and Sanitation Utilities
Partnership, also co-funded by the uNDP, is designed to disseminate best
practice in water and sewerage utility management among sector pro-
fessionals to improve access of poor city dwelers to clean water and
sanitation. A seminar held in Washington, D.C., in December 1992 en-
abled participants from a cacss section -of countries to share and ex-
change their experiences in providing privafized water and sanitation
services. In February 1993 a conference on water and wastewater man-
agement, held in Riga to support the Baltic Sea Environment Program,
provided a forum for about seventy sector specialists from Estonia,
Latvia, Lithuania, Poland, Russia, and the Nordic countries. They pro-
duced the 'Riga Statement," which recommended support from na-
tional governments and extemal agencies to improve economic
efficiency; to increase investments in water supply and treatment; and
to strengthen parmerships among govenmments, water utities, donor
agencies, and the private sector.

Other assistance for the control of urban and industrial pollution
-included the development of tools for urban environmental manage-
ment In fiscal 1993 work continued on decsion support system software
for industrial pollution control. The system can be -used to organiz
information, formulate policy options to curb industrial pollution, and
assess the environmental and economic effects of alternative pollution
control interventions. Designed to help policymakers lower overall con-
centrations of pollution at least cost to industry and individual firms
without impairing economic development or dteatening the health of
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exposed populations, the system ranks industrial sources of pollution and
the relative toxicity of emissions. The first stage of the project was finished
in early 1993, and the software is being tested in Algenia as part of the
formulation of the country environmental strategy. At least four other
developing countries have expressed interest in the software system.

Sector Studies and Research. Several Bank country departments are
undertaking sector studies on -urban environmental management. One
such exercise in China is a follow-up to the countrywide environmental
strategy work completed in fiscal 1992. A similar review began in Sene-
gal as part of an effort to develop a strategic framework to address
national urban envirnmental problems. A rapid urban environmental
assessment is likewise under way in Senegal in conjunction with the
environmental component of the uM. Both activities will help to define
a future Bank lending operation focusing on urban environmental issues
in that country.

mi the past twelve months the Bank also completed a study on envi-
ronmental management and urban vulnerability in Rio de Janeiro. This
is one of three case studies undertaken as part of a research project on
disaster prevention and mitigation in metropolitan areas in developing
countries by the World Bank, UNCHS-Habitat (United Nations Center for
Human Settlements), and the UNDP. Fmdings of the Brazil case were
published in a World Bank Disussion Paper entitled Towards a Sustainz-
able Urban Environment: The Rio de Janeiro Study. Similarly, a regional
conference on urban environental management was held in Quito,
Ecuador, in June 1993. The objectives of this meeting were to exchange
information on common problems and alternative approaches to man-
aging the urban environment in various Latin American countries and
to identify future paths and solutions, including areas that should re-
ceive priority in Bank assistance to the region in coming years.

Several recent Bank studies deal with pollution from industial or
transport sources. Among the main studies in this field that were com-
pleted or initiated by the Bank since June 1992 are:

* An analysis of trade policy and industrial pollution in Latin Amer-
ia, which concludes tat fast-growing open economies have expe-
rienced more rapid growth of clean technologies and that
"pollution havens" axe more likely in protectionist economies

* An examination of Indonesia's industrial development program,
which finds that liberalization in the 1980s has promoted a surge
in relatively clean assembly processes, reversing the pattern of
more rapid growth in "dirty" materials-processing sectors in the
'1970s



S6 Conment

markets can be relied on to bring about adjustment and sustainable growth
within a politically sensible tiueframe without incurring exnsive social costs-
and, if not, what supporting mechanisms are needed to offset market failure
(Taylor 1988). Other areas of research have attempted to bring together neo-
classical and nonneoclassical viewpoints on the specific issue of the economic
transformation of centrally planned economies (see Blanchard and others 1991;
Kornai 1990; and Hansson 1992).

I have tried to do no more than outline WIDER'S current work on the kdnd of
reoriented research agenda that Krugman has suggested. I would hope that, as a
follow-up, interested research institutions could pursue some form of pooling
and coordination of effort in the most promising research areas.
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ments; including their low enforcement costs, high flexibility, and over-
all efficiency.

Substantial progress has been made in revising the Bank's industrial
pollution control guidelines, which were originally issued in 1984 and
1988. Updating these guidelines is necessary to reflect cleaner produc-
tion technologies and recent approaches to environmental management,
which emphasize pollution prevention and waste reduction rather than
waste treatment and disposal. Eleven guidelines have been developed
jointly with the United Nations Industrial Development Organization.
Twenty others are being revised with the assistance of Canadian, Dutch,
and Norwegian consultants and the United Nations Environment Pro-
gramme (UNEP). Bank consultant trust fund support is being secured for
preparation of the remaining fifty guidelines.

NATURAL RuSOURCEs AND THE RURAL ENVoNmENT The Bank contin-
ues to promote significant research on the use and management of
natural resources. Research carried out in cooperation with the Land and
Agriculture Policy Center in Johannesburg, for example, focuses on
resource management under a new South African political structure. It
is expected to identify policy options that would both increase the access
of previously marginalized communities to natural resources and re-
dress the current inequitable, inefficient and unsustainable use of these
resources. More generally, the Bank continues to support the Consulta-
tive. Group on International Agricultural Research (CGIAR), which is
discussed further in chapter 3. The CGIAR undertakes valuable agricul-
tural research and provides a means to disseminate information on
environmentally sustainable agricultural technologies.

Several forest management strategies were prepared in the past year,
at both the regional and country levels. A paper entitled "Strategy for
Fnrest Sector Development in Asia" surveys the evolution of forestry in
th! region, examines forest policy and resource management issues,
discusses the evolution of Bank lending programs and practices, and
presents strategic recommendations. Within Asia, analysis on the for-
estry sector in Indonesia was incorporated into the CEM. This analysis
focused mainly on sustainable management of the country's large natu-
ral production forest resources but also dealt.with the plantation sector
and forest industries. Elsewhere in the region the Bank has helped Papua
New Guinea to implement its National Forest and Conservation Plan
and carried out a sector study on Malaysia's forest resources.

Forest sector studies and action plans are likewise under development
for various parts of Africa and Latin America. A forest action plan for
Ethiopia, for example, envisages extensive policy and institutional re-
forms to transform the role of the public sector.from heavy direct
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involvement to greater support for private sector-induding local com-
munity-participation.- Forest sector studies were also under way in
several Latin American countries and for Central America as a rgion.
They aim to formulate fores:ty policies focusing on land use, conces-
sions, taxation, and royalties (in Argentina and Bolivia); assess the
economic and biological benefits of different management options (in
Chile); review the constraints to sustainable development of the natural
resource and forestry sectors (in Brazil and Mexico); and detemine the
source of inconsistencies between government forestry plans and pri-
vate sector behavior (in Costa Rica).

Another regional study is under way Th Latin America to document
the sources of policy failures and sdccesses in managing natural re-
sources. The study addresses such issues as the impact of trade policies
on natural resources, appropriate policy instruments to promote the
conservation of resources, and the roles of different levels of government
in the management of resources.

In addition to the activities described above, the Bank's efforts to
review and revise its activity in the forestry sector during the past year
included publication of a book entitled Managing the World's Forests. This
volume presents the views of authors from the social, physical, and
biological sciences. These diverse perspectives contribute to the dialogue
on the two main challenges facing the sector. how to arrest destructive
deforestation and manage existing forests sustainably and how- to in-
crease forest resources through reforestation and afforestation.

Many of te "green" issues facing Latin America stem from the un-
controBled development of the frontier. A study nearing completion
reevaluates the incentives ftat drive frontier development dynamics to
determinewhygovenmuentscannotorwillnotexerciseeffectivecontrol.
Policy failures notwithstanding, the study concludes tat public and
pnvate actors typically face overwhelming incentives to develop the
frontier along 'unsustainable" lines. It also finds, however, that much
agricultural development that was previously believed to be unsustain-
able is in fact both agronomically sound and financially attractive. The
study concludes that accounting for global extemalities may tip the
balance back toward= conservation of sone frontier areas, since the
implied value of carbon sequestered in frontier forests at even modest
shadow prices is several times greater than the most profitable develop-
ment use to which tis land can be put.

Work in the past twelve months also focused on drylands manage-
ment policies and information needs. Drylands management in Africa's
Sudano-Sahelian zone was the focus of aBank-sponsored-workshop in
Oslo, Norway, in August-September 1992. Environmentally relevant
sector work on agriculture and land management in semiarid areas has
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also been completed for several Sub-Saharan counties, such as agricul-
tural strategy papers for Comoros and Madagascar and an irrigation
strategy forGMadagascar.

The Bank is preparing technical guidelines for integrated coastal zone
management (ICZM). Recognizing the economic importance, as well as
the ecological complexity and sensitivity, of coastal areas in developing
countries, ICZM provides a way to ensure that the potentially large
economic and social benefits associated with coastal zone development
are not undemined by destructive practices and the inappropriate use
of land and water resources. This was emphasizid at the Earth Summit
and forms part of Agenda 21. The guidelines,-which are expected to be
completed by the end of 1993, will describe the process of ICZM, show
why 1it is needed to realize the benefits from the coastal zone on a
sustainable basis, and indicate what developing countries can expect if
they undertake the process. The guidelines will delineate the IcZM
approach in detail, emphasizing its intersectoral focus.

In addition several coastal zone mgement studies were carried out
in the past year, One such exercise involving the Caribbean region
identified four main problem areas: pollution, alteration or destruction
of natural coastal ecosystems, beach erosion and beach sand minin& and
natural disasters. A twofold approach is proposed to deal with- these
problems: establish effective coastal zone management agencies and
integrate economic and environmental planning to mniimize negative
environmental impacts from coastal development. An underlying tieme
is that economically important activities such as tourism and fishris
necessarily depend on unpolluted coastal waters. Also relevant to ICM
is a recent Bank discussion paper on the usefulness of marine biotech-
nology for developing countries Based on the premise that-many coun-
tries may be destroying their coastal marine ecosystems because they
greatly undervalue the.potential benefits of undamaged coastal waters,
the report illustrates a range of ways to use marine resources more
sustainably.

NATIONAL LEGAL AND INS=TrUTONAL ASSISTANCE. Legal refonn, regula-
tory instnents, and the capacity for enforcement are essential for the
effectiveness of a country's environmental institutions. Since June 1992
the Bank's Legal Department has provided technical assistance-
through its Environmental Affairs Unit and expert consultants-for
environmentallegislation and regulation inmore than thirty developing
countries and economies in transition 'For example, assistance was
provided in drafting comprehensive new environmental codes in
Gabon;Honduras, and Moldova; new forestry laws in Bhutan, Bolivia,
Cameroon, Laos, and Senegal; water.laws in the Dominican-Republic
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and Uganda; environmental provisions for mining legislation in Belize
and Mongolia; and regulations for industrialpollution control and waste
management in China. In cooperation with national and international
institutions, the Bank also supported specialized traning programs in
environmental law and admiristration for lawyers fm developing
countries at the Intemational Law Institute in Washington, D.C.; in Apia,
Western Samoa, for the South Pacific Regional Environment Program;
and in Rome at the Intemational Development Law Institute

As iMlustrated above, Bank support for technical assistance for envi-
ronmental institution building is growing. Until this past fiscal year,
however, itwas difficult for the Bank to offersmall grants forsuch work.
To address this need, the Bank established a special technical assistance
fund, the istitutional Development Fund, on a pilot basis, to provide
grants from, $50,000 to $500,000 to low-income countries for work that
could be completed in two years or less. The fund was designed to fill
gaps in the Bank's set of instruments for financing technical assistance,
including assistance for the preparation of NEAPS. In fiscal 1993 fifty-
seven requests for grants had been approved for $16.3 million, including
$2.7 million for ten grants for environment and natural resources man-
agement.

Conceps, Methodologies, and Indicators

To support the growing volume of its country strategy workl technical
assistance, and environmental investments, the Bank is expanding its
analytical work on the conceptual underpinrings of environmentally
sustainable development, environmental valuation and accounting, and
environmental data and indicators. A "thematic team" has been estab-
lished to lead tiis work (see chapter 5). Brief illustrations of recent Bank
work in each of these areas are given below.

KEY CONCEFnS OF ENVIRONNTAL SUSTAiNABILlT. The conceptual
basis of environmentally sustainable development has been an active
area of debate since publication of World Conserion Strategy, by the
World Conservation Union in 1980, first gave wide ciculation to the
term "sustainable development." The World Development Report 2992:
Development and the Environment, in turn, refined the definition to focus
on "development that is environmentally sustainable" The Bank's cur-
rent work in this area is designed not to generate a geneal theory of
sustainaility but rather to focus on key conceptual issues with poten-
tially important operational and policy imnplications. In explicitly recog-
nizing that the basic concepts underlying environmental sustainability
are still:onlypartiallyunderstood, the Bank accepts that its environmen-
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tal work program is evolving. Examples of recent activity include the
following.

* A recent study, "Sustinable Development Concepts: An Economic
Analysis," aims to build the concept of sustainability into a com-
prehensive analytical framework that can be used to identify envi-
rormentally sustainable economnic policies. The study analyzes
concepts of sustainable growth, sustainable development, and
sustainable resource use in terms of conventional neoclassical eco-
nomic theory. It further examines whether free markets achieve
sustainability and how policy intervention may help or hinder
sustainability.

* Ongoing research is addressing the Bank's treatment of depletion
premiums in the appraisal of projects and the issue of incorporat-
ing a sustainability constraint to ensure that the value of natural
capital is fully accounted for in Bank-financed operations. Acareful
sampling and review of Bank projects is under way to discover the
extent to which user costs are calculated in Projects that deplete
nonrenewable resources or the regenerative and assimilative ca-
pacity of renewable resources. I

- Discount rates have also been the subject of several studies. Alter-
native discounting methodologies are reviewed and assessed in
the March 1993 issue of Finance and DeveIopmenL

* In a joint endeavor, the Environment Department and the Interna-
tional Economics Department are beginning to explore the links
between altemative long-tenm growth of the world economy and
the environment and the implications for commodity markets and
world trade of incorporating environmental costs in prices.

ENVIRONMENTAL VALUAlQON AND ACCOUNTING. An increasing focus of
the Bank's analytical work, valuation provides a systematic way to
incorporate environmental externalities into development decisionmaak-
ing at every level. Three priorities for the Bank are to apply the technique
more widely at prqect, sectoral, and national levels; to further refine the
methodology; and to incorporate a broader range of biological, ecologi-
cal, and sociological expertise into its methods and results. Examples of
current work include:

* National accounting for the environment. In collaboation with the
Statistical Division of the United Nations, the Bank has concluded
a four-year research program on environmental accounting and
published the.work as Towards Improved Accountingfor the Environ-
ment. Results include the development of a framework for inte-
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grated environmental and economic accounting, as well as case
studies of Mexico and Papua New Guinea. Related studies cover
many issues: economic depredation of mining stocks; valuation
and treatment of depletable resources in national accounts; service-
level approaches to measuring asset performance; asset aggrega-
tion and intergenerational asset transfer; and forestry economics,
deforestation, and national accounting. As follow-up to this work,
a user-friendly guide for country economists and government
officials is being prepared.

* Methodologies of valuation. After two years of research and an inter-
agency workshop on environmental economics and valuation,
lessons on valuation have been developed into a full internal
training program. To date, some 350 Bank economists have been
trained in this area. In addition, development of a "Handbook on
Environmental Valuation" for use by Bank staff and analysts in
borrowing countries has been initiated. Separate chapters will
detail best practices in many areas: health effects, productivity
efects, "amenity" and "intrinsic" values for a variety of forms of
environmental degradation; cost-effectiveness versus cost-benefit
analysis; discount rates; depletion premiums; and national ac-
counting for the environment

* Noneconomic zvlues. Work undertaken by the Bank's new Social
Policy and Resettlement Division (discussed in chapter 2) ad-
dresses questions of "exstence value." A recent Bank Techuical
Paper, Indigenous Views of Land and the Environment, demonstrates
how existing concepts of economic valuation-which focus on the
health, productivity, and aesthetic 'amenity" values of the envi-
ronment-fail to address more fundamental concems of culhre
and "way-of-life," which may be of paramount importance to
certain populations. The Bank's evolving work program on social
assessment is intended in part to provide a systematic way to
address such issues.

* Collaboration with other agencies. The Bank continues to sponsor
and support analytical work on environmental economics
through participation in the Committee of International Devel-
opment Institutions for Environment. Under this international
umbrella organization, the Bank conducted a workshop on the
environmental impact of economywide policies as follow-up to
a previous workshop on environmental and natural resource ac-
counting. A series of papers presented in 1993 offers methodolog-
ical guidance to project task managers and points to priority areas
for future work. (See chapter 3 for details on the economywide
policies study and chapter 6 for members of the committee.)
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ENVIRONMENTAL DATA AND INDICATORS. Envirorunental data and indi-
cators of sustainability on which to basepolicy and operational decisions
are an important element of sound environmental and natural resource
management. Yet among many Bank borrowers, basic information on
the state of the environment is often incomplete or site-specific, making
it difficult to extrapolate data to the country as a whole. Many Bank
initiatives are designed to alleviate these deficiencies.

A Bank report entitled "Natural Resource and Environmental In-
formation for Decisionmaking" demonstrates various ways in
which environmental and natural resource information can be
used for project design, management, monitoring, and evaluation,
with particular focus on the use of geographic information systems
in investment projects.

* A multi-donor Program Secretariat on Environmental Information
Systems continues to support the development of such systems in
Africa. Established in 1990, this program helps African countries
assess priorities for envirornmental and land information systems;
analyze the technical, institutional, legal, and economic obstacles
to meeting these needs; and identify the means to overcome themL
Among the countries sharing information are Benin, Botswana,
Burkina Faso, CBte d'Ivoire, Ghana, Kenya, Lesotho, Madagascar,
Mali, Mauritania, Nigeria, Senegal, Uganda, Zambia, and
Zimbabwe.

- Environmental sustainability indicators are being developed for
several different areas. The u has established indicators for rapid
urban environmental assessment covering socioeconomic status,
housing conditions, health, transport, noise, and wastes. Other
initiatives include the Industrial Pollution Projection system,
which combines data on pollution intensity and emissions toxicity,
and the development of agiculturl sustainability indicators by
monitoring on-farm factor productivity in the Indo-Gangetic plain.
These initiatives have been discussed above in greater detail.

* Workbegan on integrating into Bank statistical routines the special
data effort made for the World Development Report 1992: Develop-
ment and the Envirnment. The World Bank Atlas was redesigned
to show the environment, people, and the economy as its
three main topics,and Social Indicators ofDevelopment was modified
to bring out environmental concems as well as priority poverty
indicators.

* Three new expert staff have been recruited to the Environment
Department to lead the Bank's work on environmental indicators
and accounting.
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Notes

1. The "World Bank" as used in this report, refers to the International Bank
for Reconstruction and Development (WsRD) and its affiliate, the Intemational
Development Association (DA1). The IBM has two other affiliates, the Interna-
tional Finance Corporation (IFC) and the Multilateral Investment Guarantee
Agency (MICA). The Bank, the aC, and MICA are sometimes referred to as the
"World Bank Group."

2. All dollar amounts am current U.S. dollars except where noted. A billion
is 1,000 million.

3. The International Development Assodation (IDA) provides interest-free
loans to the Bank's poorer member countries.

4. An important part of the Bank's efforts to reduce urban and industrial
pollution is the promotion of energy efficiency and conservation. Energy initia-
tives are discussed in chapter 3.

5. Descriptions of these components and the twenty-three primarily environ-
mental projects are presented in annex B. For purposes of identification, primar-
ily environmental projects approved in fiscal 1993 appear in bold type in the text
of this chapter.
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Subtropical rainforest in eastern Paraguay. A new study shows that envir-onmen tat
assessments (EAS) are having a significant positive impact on project design, although
capacityv to carry outt EAs still needs to be strengthened both in borrower countries and
the World Bank



2. Assessimg
and Mitigating

Adverse Imp acts ol
Bank-Financed Projects _

The World Bank is striving to incorporate environimental concerns not
only into those projects described in chapter 1, which are specifically
environmental in focus, but into all Bank lending activities. Thus, all
investment projects are now screened for their possible environmental
results, and their design and implementation are adjusted accordingly.
Although such mechanisms are designed to ensure that Bank-financed
projects "do no harm" to the environment or to local populations, in the
longer term they also provide the means to enhance the project design
and improve performance. For example, trough strengthening institu-
tions and developing the technical capacity of borrowers, Bank assess-
merit procedures increasingly allow projects to realize environmental
and social benefits, rather than simply react to potential costs

This chapter examines the Bank's past and ongoing experience with
environmental assessment. It reviews positive steps taken, weaknesses
identified, and likely future trends. Two conclusions should be emphasized.
Fintt envirmental assessment (EA) makes a difference at the project
level: despite its relative newness, EA has led to identifiable im-
provements in project design and imnplementation. Second, EA makes a
difference at the national level: because EAS are cared outby borrowers
thiemselves, in-country EA capacity is also being strengthened. On the
social side Bank initiatives are mnore recenLt. Resettlement is a special area
of concem. Prompted by the findings of the Independent Commission
onNarmada, allBank-financed projects involving resettlement are being
reviewed. The preliminary findings and future steps are outlined below.

Environmental Assessment of Bank-Financed Projects

Since October 1989 all investment projects proposed for Bank consider-
ation have been screened for their potential environmental impacts.
Under current practice, projects expected to have significant, sensitive,
irreversible, or diverse negative impacts are classified as category "A"
and require a full EA. Those anticipated to have less significant and
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sensitive impacts are classified as category "B" projects and require less
extensiveenvironmentalanalysis.Projects expectedtohaveinsignificant
or no impacts are placed in category "C," for which no additional
analysis is required.

Table 2-1 summarizes investnent projects under preparation as well
as those approved by the Bank's Board of Directors in the past twelve
months, by region and EA dassification. As it indicates, more than half
of all Bank investment projects now at the pre-approval stage are subject
to some degree of environmental analysis, with 14 percent of the total
requiring full EA. Of the sixty category A projects in the pipeline at the
end of June 1993, more than half were in Asia, and 38 percent were in
East Asia alone. Table 2-2 shows the sectoral distribution of category A
projects. These projects also support subsectoral investments, including
energy sector privatization; oil gas, hydroelectric, geothermal, and re-
newable energy; forestry; flood control, irrigation, and rural land man-
agement; highways and port facilities; and sewerage and water quality
control Annex B provides descriptions for projects approved in fiscal
1993 that received a full EA.

Bank Experience in Environmental Assessment

During the past year the Bank has sought to monitor the practical
effectiveness of its EA procedures. This section first reviews the inputs of

Table 2-1. Investment Projects under Preparation and Approved
in Fiscal 1993, byEA Category and Region

Middle Latin
Euwpe/ Eastl Aerical Percent-

A . East South Central North the age of
-A cate Asia Asia Asia Af ca Caribbean Total total

Underpreparation
A 10 23 .7 6 4 10 60 14
B- 53 31 21 13 18 41 177 42
C 51 14 17 18 4 -32 136 33
Not yet

classified 25 2 5 6 4 3 45 11

Total 139 .70 50 43 . 30 86 418 100

Approved-
A: 2 8 2 1 -1 5 19 .9
- B : -28 18 11 .5 10 18- .90 43
C 29 17 9 17 5 22 99 48
Total : 59 43 22. 23 16.45 208 100
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Table 2-2. Category A Projects under Preparation and Approved
in Fiscal 1993, by Sector

Underpreparation Approved in FY93
Number Percentage Number Percentage

Sector of projects of total of projects of total

Agriculture 13 22 2 10
Energy 20 33 10 53
Industry 2 3 0 0
Tourism 0 0 1 5
Transport 10 17 3 16
Urban development 8' * 13- 0 0
Water and sanitation 3 5 3 16
Other 4 7 0 0
Total 60 100 19 100

recent EAS on project design and then describes the constraints to effec-
ive EA practice as identified in a review of early Bank experience with
its EA procedures (box 2-1).

IMPACT OF ENVIRONMENTAL ASSESSMENT ON PROJECr DESIGN. Evidence
from projects approved in the past year shows that in many cases EA has
improved project design. Substantial design changes related to EA have
occurred in projects involving port development and flood -control in
China, private sector energy development in Cate d'Ivoire, rational use
of forestry resources in Gabon, energy deregulation and privatization in
Jamaica, sewage treatment in Korea, renewable energy development in
India, natural respurce management in Paraguay, and geothermal power
development in the Philippires. The Yacyreta Hydroelectric Project II in
Argentina offers an encouraging example of the potential of. EA to
improve project design significantly and to mitigate against possible
negative environmental and social impacts.-

In the past year the Bank supported the Yacyreta hydroelectric
scheme on the Parana River with a third loan, tlhat for Yacyreta
Hydroelectric Project II. The EA of this most recent loan prompted the
development of an updated, comprehensive Resettlement and Envi-
ronmental Management Plan. As a result of the EA process, the new
loan supports a network of compensatory protected areas encompass-
ing more thian 80,000 hectares, as well as wildlife rescue and reloca-
tion, to offset the loss of natu ral ecosystems from the dam's reservoir.
Water contamination and health-related problems will be prevented
through improved water supply and wastewater collection, treat-
ment, and :disposal systems in the riverine cities of Posadas and
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Box 2-1. Review of Early Bank Experience with
Environmental Assessment

During fiscal 1993 the Bank completed a comprehensive review of EA,
covering the period from October 1989 through June 1992. The review
supports several key conclusions.

Building of borrower capacity-induding technical assistance, insti-
tutional support, and in-country training for EA-can greatly
strengthen the treatment of environmrental aspects of local, sectoral,
and national decisionmaking.

* Borrower capacity should be taken into account in defining project
preparation schedules; the EA process must be started early enough
to accommodate local and Bank review procedures.

* Extensive consultation with affected populations and local NGOS is
essential for effective assessment; itshould occur routinely in deter-
mining the scope and content of an EA.

a The quality of EA reports, although mixed, is improving.
a Project designs are being altered to incorporate EA findings-

although here too there is room for improvement.
* Training in EA for Bank staff must be given greater priority.
* Sectoral and regional EAs have high potential beenefits and should be

used more widely in Bank investment operations.

Encarnaci6n. Theprojectwill providefortechnical assistance for indus-
trial pollution controL Potentially important archaeological remains and
historical structures are being recorded and salvaged. In addition the
project will support improved management of the Parana River's native
fish species, and the construction of water releases for electricity gener-
ation will take into account environmental objectives as well. The
project's resettlement operation is designed to ensure, through the active
participation of local governments and the affected people, that all
displaced families are reestablished in improved socioeconomic condi-
tions, including new dwellings or business establishments as well as
improved health, literacy and education, and community development
services.

Ira addition to influencing project design, EA increasingly influences
the terms of a project's negotiation and its implementation. Such influ-
ence is evident in nearly all the cases cited above, in two hydropower
projects and twohighway operations in China, and in a gas transmission
project in Thailand. Listed below are other examples of the impact of BA
on projects approved in the past year-
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* China-Taihu Basin Flood Contol Project. The EA has promoted coor-
dination among regional projects, generated commitment for prep-
aration of a basin plan, and clarified the roles of key environmental
and implementing agencies in preparing and reviewing EA reports.

* Republic of Korea-Petroleum Distnrztion and Sector Management
Improvement Project. The EA has increased awareness of safety
issues and the need for risk assessment while helping to train local
corsultants in EA preparation.

: India-Renewable Resources Development Project. The EA has high-
lighted the need to reduce the environmental impact of existing
facilities, thus helping to improve the quality of life and worldng
conditions of the affected populations.

* Russian Federafion-Oil Rehabilitation Project. The EA, which was
more of a sectoral than a project EA, has drawn attention to the
magnitude of environmental neglect in western Siberia.

* Thailand-Bongkot Gas Transmission Project. The HA has led to
strengthenedbor.rower institutional capacity and the development
of safety and environmental standards and included assistance to
train local consultants in EA techniques.

CONSTRANTS AND WEAKNESSES. Despite these encouraging impacts on
prqect design, a number of constraints and weaknesses in environmen-
tal assessnent remain.

* Public consultation in many of the initial EA exercises was found to
be disappointing. In many of the proects surveyed, consultation
with affected populations and local NGos had been limited at best.
Where consultation did occur, however, it helped improve project
design and correct local misconceptions of investments and their
impacts.

Bank experience during the past year indicates that progress is
being made in this area. EA training for Bank staff has given
increasing attention to consultation issues and techniques. At the
"scoping" stage, some 70 percent of fiscal 1993 assessments in-

: cluded consultation with several different constituencies: non-
project agencies, local scientists or research institutes, and-in
about a quarter of these cases-local populations and Ncos? In
addition about one-half of the EAS included consultation following
release of a draft assessment report. In general experience in fiscal
1-993hasconfirmedthekeybenefitsoflocal consultation improved
information on environmental and social impacts, better project

: design, and increased community awareness of projects and their
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impacts. The Forestry and Environment PrcectHin Gabon, ap-
proved this year, illustrates how extensive partcipation by affected
populations has helped raise environmental awareness, establish
proper monitoring entities, and encourage a strong sense of own-
ership of the project (box 2-2).
EA as a proactive instument of-project design and implementation is

- clearly understood in theory but has not been implemented ade-
quately in practice. Although there is increasing awareness.in bor-
rowing countries and the Bank that EA should be used as an
instrument of project design, for the most part EA is still employed
reactively. The "add-on" nature of environmental concerns, the lack
of breadth in identifying relevant issues, the limited attention to
alternatives, and the weak mitigation plans in some projects show
this to be the case.
The quality of E documents received by the Bank remain mixed.
The most prevalent weaknesses involve analysis of altematives,

Box 2-2. Environmental Assessment and Project Design
in Gabon

Gabon's Forestry and Environment Prcqect aims to inprove the country's
use of its forestry and wildlife resources. Major components include insti-

atuion-building, environmental training (focusing on the private sector),
and support for preparing a NEAP. The project's physical components
indude establishingwildlife reservesrehabilitating5,000 hectares of forest
plantations, andplanningforestoperationsin40,0oohectaresofsecondary
regrowth.

The forestry component is located in rain forest adjacent to urban and
coastal areas, where logging pressures have depleted resources. Although
the project involved neither resettlementnor primary tropical forest, an EA
was prepared in response to concerns that improved road access could
stimulate wildlife poaching, soil erosion, and otier forms of ecological
degradation. Possible effectson villages near theproposed workers' camps
also needed to be considered.

Project design changed significantly as a result of the LA. Standard
mitigation measures such as revegetation, drainage, and waste handling
are now induded. New elements have been added to address indirect
effects new conservation areas, for example, will be created to compensate
for the loss of original habitat Such measures are to be carried out in close
collaboration with the World Wildlife Fund. The project also includes
components to upgrade local village infrastructure, improve agricultural
practices, and make extension courses on natural resource management
available to local people.
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mitigation measures, monitoring, and institutional arrangements.
These shortcomings are often due to borrowers' underdeveloped
EA capacty-and to Bank and borrower preparation schedules. The
past twelve months have shown improvement in both areas, and
the quality of EA reports is rising. Examples of good Es documents
prepared during the past year include the Forestry and Environ-
ment Project in Gabon discussed above, the Kwangju and Seoul
Sewerage Projectin Korea, the Energy Deregulation and Privatiza-
tion Project in Jamaica, the Natural ResourcesManagement Project
in Paraguay, and the Leyte-Cebu Geothermal Power Project in the
Philippines.

Strengthening Environmental Assessment

To address these shortcomings of early experience in EA, the Bank has
focused on two critical areas: building EA capacity both in borrower
countries and in the Bank itself; and improving the EA process.

BUILDiNG CAPACITY. The capacity constraints of borrowers have re-
quired many countries, particularly in Sub-Saharan Africa, to rely on
external consultants to produce essential EA documents. Thus the
majority of EAs completed in the past twelve months were prepared
by private (and extemal) consultants. Financial costs ranged between
$30,000 and $400,000 per assessment, with an average of about
$150,000. EA costs generally represent no more than 5 to 10 percent of
the total costs of project preparation. About one-half arenow financed
directly by borrowers, and therest are supported by consultant trust
funds, the Bank's Project Preparation Facility, or other sources. These
constraints have led to significant borrower demand for EA training,
andthe Bank's Economic Development Institute (EDI) is working to
meet this demand (see chapter 6). Moreover, as noted in chapter 1, an
increasing share. of Bank environmental lending is now devoted to
strengthening borrower EA capabilities in developing countries. A
notable recent example is the Environmental Technical Assistance
Project in China. The EA component of this operation, which is de-
scribed more fully in box 2-3, will support the preparation of environ-
mental assessments for new investment projects presented for Bank
consideration, help Chinese authorities further develop national EA
guidelines and methodologies, and strengthen local training pro-
grams for EA.

Thut institutional impact of the EA process in borrowing countries
appears to be significant. Examples where institutional strengthening
followed project EA include three operations in China (two for highways
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Box 2-3. Strengthening Environmental Assessment in China

The EA subproject of the recently approved Environment Technical Assis-
tance Project in China has three objectives: assisting the preparation of EAs
for Bank-financed projects, strengthening the existing Chinese IA system
through further development of technical guidelines and methodologies
for conventional investment projects and through the elaboration of new
guidelines for sectoral and regional EAs, and strengthening training pro-
grams aimed at Chinese institutions responsible forcarryingoutor admin-
istering EAs.

Lines of credit will s-upport the first two objectives. An EA-preparation
component will financebetween eightand ten full EAS for Bank-supported
projects. An EA-strengthening component will concentrate initially on
developing guidelines for sectors such as port and harbor development
Subsequently, this component is expected to focus on regional develop-
ment projects: proposals have already been tentatively identified for sev-
eral urban industrial zones, coastal bays, river basins, and deltas.

Training programs will focus on improving country officials' EA skills
and on building borrower IA training capacity. These programs will build
on materials prepared under a previous IA technical assistance programn
of the Asian Development Bank. Training will take place-at five regional
centers and involve about 900 professionals, including EA practitioners
from environmental research, institutions, universities, and technical de-
sign institutes, as well as managers and regulators of the EA system from
the National Environmental Protection Agency, provincial and municipal
environmental protection bureaus, and sectoral ministries.

All subprojectproposals under the two lines of aeditwillbe submitted
to the Bankfor final approval based onpreviously agreed selection criteria.
The trainingcomponentwillcover thecostof a training expert to assist the
agency at two stages during implementation: at the beginning of the
procject, to heIp design the training program, including the organization of
courses and preparation of teaching materials;and near theend, toprepare
case studies reflecting the results of wAs carried,out under the other two
subproject components.

and one for flood control), an oil sector loan to the Russian Federation, as
well as others in-Gabon, Jamaica, and the Philippines. Implementation of
EA-related measures is likewise expected to have a substantial institu-
tional impact on -Egypt's Private Sector Tourism, nfastructure, and
Environmental Management Project Among the most important insfitu-
tional consequences of project-related EA activities are improved local
consultantcapacity,national EA capability and interagency collaboration.

The Bank's own EA resources may require further strengthening,
particularly for categoryA projects, forwhich EA-related activities some-
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Table 1. Economic Performance, 1960-88
(percent, except as otherwise specified)

Taiwan
indiator Mauritian India Sn Lanka (China)
Rate of growth of income per 2.8 0.9 1.3 6.4

capita, 1960-88
Rate of growth of populgnon. 1.7 2.2 1.9 2.2

1960"8
Income per capital, 1960 2,000 600 1,400 950

(198S U.S. dolars)
Shae of iuvesunent inCDP, 12 17 21 23

1960-88
Litracyratc, 1960 60 28 75 54
Pnmary school enrollment rate, 98 61 95 96

1960
Average years of schooling, 4.5 1.9 6.2 8.4

labor force, 1986

Soures: For inomne, investment, and population, Heston and Summem (1991), for literacy and
schooling, Levine and Rendt (1992).

three economies and in the Heston-Sunnners data used here, it is substan-
tially lower.' Investment in human capital, while better than in India,
is not outstanding. Income per capita at the beginning of the sample period was
higher than in the other three economies because of the high income eamed by
the wealthy owners of sugar plantations, but the distribution of income was very
uneven.

When Mauritius was preparing for independence from Great Britain in the
1960s, prospes for development did not seem promisng. The economy was
dependent on sugar exports for 99 percent of its exports. James Meade, commis-
sioned by the British government to comment on economic policy, entitled his
.1961 report "Mauritius: A Case -Study in Malthusian Economics" and devoted it
to a discussion of how to cope with a real wage that would inevitably fall as
population on the island grew. Young people with higher levels of education
were encouraged to emigrate, but it was feared that not enough would leave. A
local import-substituting manufacturing sector existed only because of protec-
tive tarifs. 2

Since independence in 1968, the political situation has been fluid, almost to
the point of instability. Up to the present, corruption, fiaud, and drug traffick-
ing have been a continuing source of government scandals. Political parties are
organized along ethnic and religious (primarily Hindu and Muslim) divisions.
There has been no majority government since independence. The emergence of a

1. Accrding to the national income accounts data of dte %brld Bauk (see Levine and Renelt 1992),
Mauritius, India, and Sri Lanka all inves about 20 parct of GP. The licston-Summrus numbers adjust
nominal invesment spending to correct for variation in relati! cost of capital goods in different coaun-
-ries. In principle, the real invesment numbers firm Hescon and Summes are more reevant, but the
downward adjustment for investment in Mauritius sem imnplausibly large.

2. Thk acount that follows is drawn from Wnid Bank data and from published sies by Gulhad
and NaBari (1990) and Bowman (1991).
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Box 2-4. Sectoral and Regional Environmental Assessment

Sectoral and, to a lesser extent, regional EAS have recently gained greater
prominence within Bank and borrower activities, particularly in the trans-
port and agriculture sectors. Among the fiscal 1993 operations requiring
full EA, the Irrigation Development Project in Chile and the Henan High-
way Project and Guangdong Hghway Project in China either involved or
included significant componentssubject to sectoral EA. During the past few
years, category B projects involving road improvements in Colombia,
Indonesia, Nepal, Nigeria, and elsewhere have also taken a sectoral ap-
proach to environmental analysis. In the past twelve monts a regional EA
was prepared for the Paraguay Natural Resources Management Project,
and another regional assessment is under way for the Awn Hydropower
Project in NepaL

Within the transport sector-perhaps the most advanced in the use of
sectoral EAs-the approach followed has been to establish a system of
environmental screening and analysis of proposed subprojects, together
with provisions for strengthening local, regional, or national institutions
responsible for environmental assessment and management. Full EAs for
subprojects found likely to have significant environmetal impacts, in-
cluding the definition of required mitigation measures, are then prepared.
A similar approach is being followed in operations involving financial
intermediaries, particularly in Latin America and the Caribbean, where
several such projects are under development.

The Latin America and the Caribbean Region has developed guidelines
for .h in the electric power sector, which are expecbed to be adopted by the
World Bank and the Inter-American Development Bank to provide a
common framework for sector lending and to help strengthen national
institutional capacity for environmental management. These guidelines
are being used in connection with power sector operations in various
countries, including Colombia, Dominican -Republic, El Salvador, and
Trinidad and Tobago. A handbook on mA of roads projects is being com-
pleted by the Bank's new EnvironmentallySustainable Development Vice
Presidency for use in training project preparation, and implementation.
In -the future, the growing use of sectoral and regional EAS is expected to
continue as their advantagesbecome better known amongborrowers and
Bank staff. Regional EAs are likely to focus particularly on forest and water
resource projects.

.~~~~~~~~~~~~~~~~~~~~~~~~

is also growing, and guidelines for the EA of operations involving
pxivatization are being prepared. One example of Batnk assistance in
this area is the environmental component of the Privatization Techni-
cal Assistance Project for Russia, which is designed to address the
most pressing environmental issues associated with the privatization
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of large-scale, pollution-intensive enterprises. Funding will be pro-
vided for environmental reviews of large enterprises to be privatized
and for full environmental audits of selected chemical, fertilizer, and
steel industries, particularly where public health may already have
been harmed and where privatizatiort is simply not feasible without
pnor assessment of possible environmental liabilities.

Environmental issues are also addressed as part of the privatization
of industry, energy, and infrastructural operations in Latin American and
the Caribbean countries. Bank staff have facilitated privatization by
helping countries address the concerns of potential investors to make
transparent environmental liabilities.-Two approaches to environmental
assessment within privatiation efforts are presented in box 2-5.

General EA guidance is now being more widely disseminated. The
Environmental Assessment Sourcebook has been translated into several

Box 2-5. Environmental Implications of Privatization
in Latin America

Important environmental issues are being raised in the context of the
privatization process under way in the Latin America region. The
challenge for the Bank has been to help counties develop a workable and
practical approach that addresses both the concerns of potential investors
and the constraints and limitations in the host countrie' environmental
policy frameworks and institutions, Investors want to ensure that the
operations they purchase do not bear unrecognized environmental liabil-
ities. They also expect some degree of stability and transparency in the
environmental policy framework These international operators are also
sensitive to environmental issues because they are concemed about their
environmental image-increasingly important in intemational markets.

The Bank is helping countries to privatize state-owned enterprise and
to address the potential environmental implications of this process. Two
approaches have been used. First, an 'environmental stabiliy agreement"
approach was used in the privatization of a mining company in Peru.
Second, while Argentina's state oil company was being sold to private
investors on intemational stock markets, the Bank and the government
were conduding the preparation of a project to dean up the company's
main refinery and three oil fields. This will reduce the newv private owners'
potential contingent liabilities and help them meet tightening national
environmental standards. This "privatizaton clean up' approach was
prominently mentioned in the govemrnment's prospectus (initial public
offer) to potential investors for these purposes Environmental issues are
raised both in the course, and as a result, of this process.
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languages, including Spanish, Chinese, and Russian. The original
sourcebook has been incrementally revised and expanded in "Updates"
on environmental screening and geographic information systems. The
updates will continue to appear periodically during the next few years
so that EA best practice is continually disseminated.

Most multilateral and bilateral agencies involved in development
assistance and a growing number of borrowing countries have put in
place some form of legal EA requirements. Sometimes inconsistent re-
quirements are a source of disagreement and may cause complications
and delays in project implementation. The Bank has taken the initiative
at the multilateral level to improve harmonization of EA requirements
by inviting thirteen multilateral financial institutions to a tedhnical
seminar in September 1993. Participants will discuss respective EA pro-
cedures and how they might be made more effective as a plmning
instrument and more coherent where cofinancing is involved. Similar
initiatives are under way at the bilateral level, where the Netherlands
and Canada have taken the lead.

In addition to the experience gained from practice, the Bank con-
tinues to learn from, and actively participate in, the larger profes-
sional and scholarly development of EA. As host to the 1992 Annual
Meeting of the International Association for Impact Assessment
(LmIA), the Bank provided an intemational fonru for the exchange of
ideas and experiences among some 425 professionals from forty-five
countries, representing member goveernments, the private sector, ac-
ademia, and the NCO community. Proceedings from the meeting,
Environmental Assessment in Industrial and Developing Countries: Pro-
ceedings of the mIA1992 Congress, are being prepared for publication
in the World Bank Symposium Series.

An important step toward full integration of environmental factors
into mainstream econonmc decisionmaking must now be to expand the
application of EA so that it can provide guidance to policy-based lending,
which, after project lending, is the second largest use of Bank resources.
Because work in this area is still limited, the Bank has initiated a study
of environmental impacts of macroeconomic policy (see chapter 3).
Following an initial analysis of environmental considerations in adjust-
ment lending, work is now in progress on a series of case studies, each
of which addresses ihe relation between economic or sectoral policies
and a particular environmental problem. These studies will provide
background for the assessment of significant enviomental conse-
quences of economic policies-particularly adjustment policies-in
addition to the present emphasis on the environmental impact of indi-
vidual projects.
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Social Assessment of Bank-Financed Projects

To be efiective, the Bank's lending must be not only environmentally but
also socially sustainable. As noted above, the Bank now has in place the
policies, procedures, and resources needed to take environmental factors
into account in investnent lending. Although much has been done to
systematize and internalize social concerns into the Banks work, the
social variables of development are often not adequately addressed.
Efforts are under way to improve social analysis in specific areas of the
Bank's work (for example, resettlement operations, poverty assess-
ments, indigenous people, and gender issues) and to explore new ways
of reaching the poor (through participation, NGO intermediation, and
building of institutional capacity). Much remains to be done to improve
the-social soundness of project planning and implementation.

To these ends, the Bank has established a Social Policy and Resettle-
ment Division within the Envioronent Departmnent. The new division's
principal objective is to promote socially sound development by build-
ing developing countries' capacity to take account of social factors in
project planning and execution. Its work program includes:

= Specifically mandated tasks in the areas of resettlement, indige-
nous people, and cultural property
S Support for core elements of the Bank's environmental work,
including EA and natural resource management

* Development of a seminar series and training programs in social
policy

* Drafting a social policy statement intended to clarify the various
aspects of the Bank's approach to social development

* Preparation of guidelines on social assessment of Bank-financed
projects.

Social Assessment Procedures

Perhaps the most important element of the Bank's emerging social policy
is the ongoing effort to improve procedures for the social assessment of
Bank-financed projects. Social assessment guidelines are being devel-
oped in collaboration with a Social Policy Thematic Team, whose mem-
bers are drawn from throughout the Bank's Vice-Presidency for
Environmentally Sustainable Development and from other vice presi-
dencies, notably HumanResourcesDevelopment and Operations Policy.
These guidelines will indicate when social assessment is needed, explain
the types of information required, and show how social analysis can
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improve targeting, delivery, community participation, and prject sus-
tainability. To concentrate scarce human and financial resources and
maximize leaniing from experience, a small number of African and
Asian operational Bank departmnents will pilot social assessmentfproce-
dures. Together with staff from the new Social Policy and Resettlement
Division, Technical Department staff from the regions will provide tech-
nical support to their pilot operations and will disseminate the findings
of their work.

Involuntary Resettlement

Involuntary resettlement is one of the most difficult and controversial
aspects of the Bank's work. Resettlement issues range from the large-
scale displacement caused by big dam projects to the relatively smaller-
scale involuntary movement of population that is often associated with
urban infrastructure, transport, sanitation, and biodiversity projects. The
Bank's first resettlement policy, which was issued in 1980, emphasizes
that where displacement canmot be avoided1 projects should include
plans for the economic reestablishment of people displaced. The atten-
tion paid over the years to the social issues of resettlement, inboth olicy
and operations, has contributed to asserting the importance and useful-
ness of social analysis for much broader areas of the Bank's lending as
well as project and sector work. During the past two years the basic
elements of the Bank's esettlement policy have been adopted by the
Asian Development Bank, the Inter-American Development Bank, and
bilateral aid agencies of the Organization for Economic Cooperation and
De'velopment

Bank critics have claimed that although the policy is good, its im-
plementation is not. A test case came with the Independent Review of
the Narmada Sardar Sarovar project (the Morse Report). The report was
commissioned by the Bank to assess the adequacy of the plans for
resettling people who would be displaced by this large dam and reser-
voir complex in western India and to detemine the extent to which the
Bank was following its own prescribed norms and procedures. Made
available to the public in fiscal 1993, the final report found that despite
theprojects many benefits, there were serious flaws in how theborrower
and the Bank prepared and managed the resettlement and environmen-
tal aspects of the project.

Following the Morse Report, the Bank's management took organiza-
tional -and operational measures to improve policy implementation. A
Bank-wide review of all ongoing projects with involuntary resettlement
was initiated in January 1993 and is being coordinated by a central task
force established in the Environment Department Working groups on
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resettlement have been created in each of the Bank's six operational
xgons. The final task force report will be delivered in early 1994.
Nevertheless some preliminary findings and recomnmendations are
emerging.

a The bulk of involuntary resettlement in Bank projects occurs in
Asia, where high population densities coupled with rapidly grow-
ing infrastructure needs leads to substantial displacement.

* Significant resettlement is occurring in urban and infrastructure
projects. The trend away from large-scale, dam-related resettle-
ment toward smaller but frequent resettlement operations in urban
development projects is likely to continue as developing countries
strive to provide safe water, sanitation, and better transportation
and housing for their rapidly growing cities.

* Resettlement performance by both the Bank and its borrowers
varies significantly across regions.

* Consistent involvement by the Bank-especially where technical
assistance is provided during the planning and implementation of
projects' resettlement componcrts-appears to help ensure posi-
tive outcomes for displaced people.

Asid from these more general:conclusions, the review indicates that
certain specific problems recur in projects involving resettlement.

Resettlement is often not identified as a major isbue until late in
project development. As a result, plans are inadequately prepared
and do not form integral parts of project designs and implementa-
Eion responsibilities.
The resettlement policies and legal provisions of borrowers are
generally an extension of land appropriation and compensation
laws, whereas the Bank's approach focuses on how to restore
incomes and economic and social viability. Borrowers face consid-c
erable difficulties in tying to resettle large groups of people with-
out adequate policy and legal frameworks..
Organizational and management frameworks for resettlement in
developing counties are usually very weak.
Technical skils-knowledge of how to restore income levels, for
instance-are often inadequately used in resettlement operations.

Several steps are being taken to address these problems. Expanded
training- -both for staff and borrowers-is likely to be a particular focus
of activity turing the next few years. Promoting regional seminars and
helping to develop intenal training curricula have already helped.to
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introduce new approaches to resettlement For the comnig yea, the
Bank's EDI has'planned training courses in China, Tndia, and Turkey that
involve policy and operational staff, NGOs, and academcs.

Technical assistance has been-and will continue to be-provided to
borrowers to revise and systematize resettlement policies. Several secto-
ral agencies in borrower countries, such as Colombia, C8te d'Ivoire,
some states in India, and Mexico have worked with the Bank to revamp
their policy and planing frameworks. Maldng national and sectoral
policy frameworks more conducve to successful resettlement is an area
in which theBankhas a unique role to play and is one of the Environment
Department's highest priorities. Technical assistance can also help to
improve the internal structure and coordination of agencies responsible
for resettlement. Bank specialists have worked with several Latin Amer-
ican coimtries to review bottlenecks to effective resettlement adninistra-
tion and to raise the institutional profile of their social units In addition
the Bank can emphasize some of its more traditional technical strengths:
developing pilot projects, manuals, and guidelines for income restora-
tion links resettlement to the Bank's more general concems with poverty
alleviation and income generation. The skills, experience, and resources
that the Bank and other agencies have developed in such areas over the
years need to be more hflly deployed on resettlement operations.

Many issues must be resolved witiin the institution. The Bank needs
to make more use of multidisciplinary teams (including social and
environmental scientists) throughout the design of a project. It should
also adopt a concerted strategy to push the work on resettlement com-
ponents into mainstream project processing by borrowers and staff. At
present few- country departments have the social experiise needed to
help prepare, fully appraise, and then supervise resettlement compo-
nents. In addition, because most couniries do not have much experience
with sticcessful resettlement operations, more technical assistance and
sustained supervision is needed than in more familiar activities. The
Bank should aLso reconsider its role in providing financial resources for
resettlement; since direct Bank financing for resettlement can help re-
solve some financial constraints. In particular the Bank and IDA need to
increase their participation in providing the fnancial resources ear-
marked for reestablishing those displaced. This could include, depend-
ing on circumstances, direct financing for land and land improvements.
At. present these activities are nearly always covered- by counterpart
financing of compensation payments. Other Bank-related issues that
require furiher discussion are the need for more new techniques and
polices for.avoiding or nt4nnimizing displacement; public involvement
in all stages of resettlement programs; review of resettlement in-sectoral
studies and country dialogue and Bank attention to resettlement during
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the implementation of projects hirough increased supervision, indepen-
dent expert panels, and, where warranted, mnid-term reviews.

Finally, since few of the institutions responsible for resettlement have
the skills or authority to carry it out effectively, it is essential to promote
new participatory approaches to resettlement design and implementa-
tion. Mechanisms such as community consultations, local level monitor-
in& collective bargaining, NGO involvement, and neutral arbitration can
increase accountability for project designs and diversify the skills de-
ployed for resettlement operations.

Indigenous People

The World Bank was the first multilateral agency to issue an explicit
policy for the treatment of indigenous peoples in internationally fi-
nanced development projects. The initial Bank policy dates back to 1982
and was designed to address issues yertaining.to relatively isolated and
unacculturated indigenous peoples. In September l991 the Bank issued
a revised policy (Operational Directive 4.20), incorporatrig the
institution's own experience with projects affecting indigernous peoples
as well as new thinking b- other international agencies. Although the
revised directive maintains the core protective measures of the previous
policy, it extends the defin.ition of indigenous peoples to include groups
that maintain social and cultural identities distinct from those of the
dom-iinant society in which they live and groups that are disadvantaged
in the development process. These groups r Lay include, along vwith
isolated forest-dwelling indigenous populations, nomadic pastoral pen-
ples of the Middle East and North Africa and indigenous peasants of
South and Central America.

The revised diretive also strengthens the previous policy by stressing
the need to promote the informed participation of indigenous people
and their sharing in the social and econoniic benefits of development
projects. Along with direct support for project components or programs
(trmed Indigenous Development Plans), the new directive highlights
the importance of incorporating indigenous peoples' concems into Bank
country and sector work and into Bank-funded technical assistance and
institution stegthening.

In addition the new policy cals for the design of regional guidelines
to help Bank task managers prepare projects that may affect indigenous
peoples. The Africa Environment Unit, for instance, has already begun
to develop such guidelines and is compiling a database of ethnographic
and socioeconomic information on minorty tribal or ethnic groups. In
Latin America, -where Bank work with indigenous peoples is most
advanced, a major study has been completed of poverty and indigenous
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peoples. Ihe Latin America Environment Division is also working with
the country departments and the new hemispheric Indigenous Peoples
Development Fund in La Paz, Bolivia, to design a training and capacity-
building program for indigenous peoples. As part of a special targeting
program in the health and nutrition sectors, the India Department has
begun to investigate tribal policies and their implications for the Bank's
poverty reduction efforts in India. A project under preparation in Viet
Nam corntains an innovative bilingual education program for upland
ethnic minorities. Finally, the Bank has just approved its first natural
resources management project dealing entirely with a nomadic tribal
group, the Bedouin of the Matruh district of western Egypt (box 2-6).

During the past year efforts were initiated to incorporate indigenous
peoples and other local communities into biodiversity conservation
projects funded by the Bank and by the GEF. The GEF now has a set
of interim guidelines for conducting sociocultural profiles and prepar-
ing community participation plans with local populations in areas rich
in biodiversity. The Bank is also conducting a mapping project in tiree
countries, designed to graph the interaction of indigenous and other
traditional peoples with areas set aside for biodiversity conservation.
: Through its Small Grants Proam, the Bank is assisting several con-
ferences and projects that have been oz.ganized by indigenous peoples
themselves and that promise to increase our knowledge of how such
peoples can more fully participate in, and benefit from, the development
process. As part of the United Nations International Year for the World's
Indigenous People, the Bankc will be hosting a conference, Traditional
Peoples and Sustainable Development in September 1993.

Cultural Heritage

During the past year the Bank's work in the area of cultural resource
management has expanded tlrough policy development, operational
support, training, and intemational coordination. As a result the Bank is
establishing a formal cultural heritage conservation program that fo-
cuses on historic urban environents, the economic valuation of heri-
tage, social assessment and cultural heritage conservation, site
management, and the incorporation of cultural property concems into
NEAP&

-A draft Operational Directive on cultural property was completed in
the past fiscal year. NEAPS prepared by several countries-including
Egypt, Mali, Mexico, and Senegal-contain important cultural heritage
policy initiatives, and formal training on cultural resource management
is now included inEA seminars and workshops. A Bank report, Cultural
Property in Environmental Assessments of Prcjects in Sub-Saharan Af-
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J7Box2-6. Participatory Environmental Management
in the Matruh Region

Since the seventeenth century, nomadic tribes known as the Bedouin have
roamed northwestern Egypt in search of pasture and water for their
livestock. But in the late 1950s, as the Bedouln began to settle on the land,
the farm life of the Matruh district's forty tribes introduced new pressures
of overgrazingind soil erosion to the region's drylands. To address this
growing problem, the Egyptian govemnt is worldng with the Bank to
protect the Matruh region's environment by conserving the area's land,
water, and vegetation.

A $22 million IDA credit aims to help one-third of the districts 19,000
people to improve their resource management approaches and practices.
Efforts will focus on improved watershed management, research on dry-
land farming livestock production, rangeland management, and sustain-
able agaicultural development Under the plan the Bedouin will imprmve
their use of scarce rainfall, which is the only waber source for the people
and their animals and crops. Reservoirs and underground cistems will be
built to hold water for domestic use, irrigation, and livestock. Small earth
and stone dikes will be laid along contours of the land to slow down and
divert the runoff to farms. Small cemented dikes willbebuilt tostop floods,
-thereby reducing erosion and creating new fertile farmlands. Also the
prcjectwill support efforts to plant tres and shrubs to act as windbreaks
-and allow for the growth of more grasslands for use as fodder for livestock
Traiing directed to the needs of Bedouin communities, agricul tural exten-
sion services, and finance for rural entrepreneurs will be provided.

CConmnunity groups, including men and women from each of the forty
tribes, will take part directly in designin& implemneating and monitoring
the work. Each tribe will then craft a community action plan and decide
which kinds of dikes, darns, and cisterns would help them best preserve
their land ecosystem from degradation. The project will especally target
the area's small families and encourage women to take part in plaridng
and implementationmBy helping to conserve the Matruh's resources, the
goverunent intends to make the land more productive, thereby boosting
agricultural and animal productioh and earning. for the Bedouin.

rica,"-alerts staff and decisionmakers in the region to key conservation
issues and provides iformation on expertise specific to the region. To
explore further the dynamic of culture and development in Africa, the
Bank organized an Intemational Conference on Culture and Develop-
ment in Africa, co-sponsored with the govenments of Norway and
Sweden, the Rockefeller Foundation, and the United Nations Educa-
tional, Scientific, and Cultural Organization (UNESCO). Eleven papers
presented by intemational experts at the conference considered the
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themes of cultural institutions, conservation of the built historic environ-
ment, and development (as it relates to archaeology) and the environment

On the operational side, among projects that address issues of cultural
property management directly are the Paphos archaeological site im-
provement in Cyprus, Turkey's Patara Management Plan, the Yacyreta
I project in Argentina, and the GEF Dana Wildlands Project in Jordan.
New components for cultural property management are under develop-
ment in China, Egypt, and Mali, and work is planned in the historic
medinas of Morocco (box 2-7). This volume of work has generated closer
working relations with other agencies and organizations, including the
Aga Khan Historic Cities Program, uNESCO, the World Heritage Center,
the European Communitr; the British Cotncil and e British Museum,
English Heritage, the Smithsonian Institution, and the Getty Conserva-
tion Institute. In addition the Bank participated in the Twentieth Session
of the World Heritage Committee in Santa Fe, New Mexico.

Box 2-7. Rehabilitation of Morocco's Historic Cities

The medinas of Morocco's historic cities-centers of Moroccan commerce,
learning culture, and architecture-have been transformed in the past
century into centers of poverty. Population density has overwhelmed the
capacty of urban services to provide adequate sewerage, solid-waste
disposal, and water supply. Pollutingproduction facilities,particularlyfor
metalwork and tanning, ireaten worker health arid safety and compro-
raise the quality of the surrounding environment. Great architectural
ensembles have fallen into ruin. Despite governrmentinvestments in urban
infrastructure andhousing, the medinashave been largelybypassed. They
have become the-place of exile for the poor

Now under identification is a proposed Bank-financed project that
would help arrest the deteriomticxr of these historic urban centers and
provide opportunities to exploit ther productive development potential.
Concentrating on the medinas of the historic cities of Fez, Meknes, and
Rabat-Sale, the project would need to address the following issues: up-
grading infrastructure, with emphasis on sewerage, solid-waste disposal,
water supply, electricity, and road networks; relocatingof pollutingindus-
tries to industrial parks; and rehabilitating significant historic ensembles
for social uses, including commnunity centers, children's libraries, health
clinics, training centers, and tourism information centers. In addition a
fund to renovate of housing workshops, and conmmercial permises would
need to be established, coupled with an advisory service on historic
preservation, and baseline studies of the physical and socal composition
.of the medinas and an assessment of benefits in project areas.
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Social Factors in Future Bank Work

Other initiatives that are designed to bring a sharper social focus to theBank's environmental activities are also under development.

* tatural resource management. 1h support of sustainable rural devel-opment, the Bank is working to systematize and disseminate avail-able information on the environmental, sociocultural, andtechnical factors that affect natural resource management in differ-ent agro-ecological zones. On issues such as water-user associa-tions, common property resources, social forestry, anddesertification, the -existing literature needs to be simplified andmade more accessible to borrowers and task managers. In othercases-such as identifying income-producing strategies that areconsistent with conservation of biodiversity-additional analysisis required. To provide guidance on incorporating relevant datainto prcject preparation, work on a natural resource managementhandbook has been initiated.
* Protected areas. Human populations in protected areas pose severalcritical policy challenges. Although some people in protected areasare long-term or indigenous residents, others are newcomers. Pro-duction strategies often differ between these groups. Thus somestrategies may be consistent with biodiversity protection, but oth-erswillnotbe. Workis cunrently underway to identifypopulationsin protected areas, determine their potential for participation inbiodiversity protection, and examine policy issues that must beaddressed when biological and social objectives conflict* Consdation. The Bank's new social policy expertise has been usedto update the Environmental Assessment Sourcebook's recommendedEA consultation procedures. Consultation procedures in the GEPhave also been reviewed and changes in procedure and documen-tation recommended. Providing task managers and borrowerswith early defined procedural tools for consultation willcontinueto have a high priority, and a training course on consultation isplanned for 1994.

Notes

1. Formal policy and procedures for EA were first issued as an operationaldirective to Bank staff in October 1989. Supportive giidelines were provided inthe EnvironmentalAssessmentSourcebooki published in mid-1992. In CAtober 1991the 1989 statement was replaced by a revised directive, which refined theprqect



78

dassification system and strengthened public consultation procedures. For fur-
ther details, see T'he World Bank and the Environment: Fiscal 1992.

2. Detailed requirements for preparing an EA are defined during "scoping."
3. The Bank's original plicyq Operational Manual Statement 2.34, states that,

"As a general policy the Bank will not assist development projects that know-
ingly involve encroachment on traditional territories being used or occupied by
tribal people, unless adequate safeguards are pro.ided." Safeguards embedded
in the original policy include the recogntion, demarcation, and protection of
indigenous lands, and the provision of cultturafly appropriate social services,
especially to protect and maintain indigenous peoples' health.
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Schoolgirls in Bogota, Colombia. Educatinggirls is one ofthehiglhest-return investments
ftr reducing poverty and protecting the environment. Educa ted women earn more, have
fewer children, live healthier lives, and are better stewards of the natural resources in
their care.



3. Building on the
Positive Synergies

between Development
and the Environment

The previous two chapters have addressed, respectively, World Bank
activities specifically targeted to help countries strengthen the manage-
ment of their environment, and measures taken by the Bank to ensure
that potentially adverse environmental and social impacts from Bank-fi-
nanced projects are assessed and mitigated. This chapter broadens the
discussion to address Bank activities that are not primarily environmen-
tal in design but can have positive environmental impacts.

The chapter is organized around the two broad sets of development
policies needed to attack the underlying causes of environmental dam-
age. There is now wide agreement on these two approaches, and they
were major themes of Agenda 21 and the Earth Summit. They rcn be
sununarized by the following tw^ propositins:

Investing in peopl-alleviating poverty, addressing population growth,
and, developing human resources-is essentl for environmental.sus-
tainability. A central theme of the World Development Report 1992:
Development and the Environment and Agenda 21 is the strong
relation between poverty reduction, population growth, arnd envi-
ronmental stewardship. Improved primary health care, education,
population reduction, faniily planning, sanitation, water supply,
and rural development are central elements of any strategy for
sustainable development. The allocation of property rights to poor
people has a demonstrably positive impact on rural and urban
development Improving the'status of women-hirough better
access to education, family planning, health care, and jobs-also
yields high environmental returns.

- Promoting theefficient use ofresourcesbenefits boththeenvironment and
Xth economy. Most govenmuents still subsidize the consumption of
certain vital resources. Energy, water, wood, and pesticides, for
example, are often inefficiently used because of misplaced govem-
ment subsidies, which results in the degradation of the environ-
ment. Other important policies that can yield environmental and

81
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efficiency gains include those directed at promoting more open
trade and investment (thus facilitating technology transfer and
more efficient allocation-of resources), improved management of
state-owned utilites (to reduce waste and expand the coverage of
environmental services), and macroeconomic balance (by develop-
ing a longer-term outlook on the part of investors).

The discussion of the Bank's activities in these two areas will not be
exhaustive, since details are provided by other Bank documents, in
particular, Implmenmting the World Bank's Strategy to Reduce Poverty: Prog-
ress and Challenges, published m April 1993, and the 1990 and 1992 World
Development Reports on poverty and environment, respectively. A brief
selective coverage is warranted here, however, since in many ways these
"win-win" policies and investments are the most important of all inter-
ventions to promote environmentally sustainable development

Investing in People

It is now widely -agreed that alleviating poverty and building people's
capacity to improve thir health and their economic and environmental
well-being is estential for environmental sustainability. It is also recog-
nized 'that environmental security is a critical component of economic
security. Bank work during the past year has built on ffiis complemen-
tarity between environmental protection and economic development
with growing efforts to slow population gruwt, accelerate human
develoment, promote sustainable' agrcultum, increase investments in
water supply and sanitation, and clarify property rights for the poor

Addressing Population Growth and Developing Human Resources

Growth rates of world population have slowed considerably from their
high levels in the late 1960s and now stand at less than 2 percent a year.
Howeve&, population growth remains at levels that will lead to a real
icrease in world population by as much as 3.7 billion during the next
forty years; 90 percent of this inczease is expected to take place ir. the
developing world. High population growth rates make it more difficuCt
for countries to invest in social and physical infrastructure and for
institutions such as property rights to evolve. In rual areas large in-
creases in population tend to lead to a faster conversion of.land to
agricultural uses, resulting in increased demand for water, fuelwood,
and fodder and acoelerated deforestation. Growing rural populations
have swelled migration to the cities, increasing stress on urban environ-
ments and placing greater demands on critical urban infrastructure and
services,-such as for water and sanittion.
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During the past twelve months, fifteen new investment projects with
population components were approved by the Barnks Board of Direc-
tors, involving about $180 million in loans and credits to support family
planning services, fertfility surveys, and census work. This sum repre-
sents an increase of about $25 million over fiscal 1992. This rising trend
is expected to continue in fiscal 1994, when as much as $200 million for
new projects with population components is expected. There are cur-
rently more than sixty population and family planning projects in the
Bank's active portfolio. In these projects family planning is either thie
main focus or is a significant component of a health and social develop-
ment project, and they represent more than $1-billion in total loans and
credits.

Focusing solely on ffie supply of fimily planning facilities, however,
does not give a complete picture of Bank activities to support fertility
reduction. Increasing the demand for family planning is equally import-
ant Three sets of interventions are crucial to creating a demand for
smaller families: ihose that improve health and reduce infant mortality;
those that improve access to education (especially of females), the status
of women, and resources available to women; and, most fundamentally,
those that are targeted to reduce poverty and raise income levels..

Investments in matern.el and child health and nutrition have been
found to be powerful in promoting lower fertility; new commitments for
such services (including population facilities) amounted to more than
$1.8 billion in fiscal i993. Even more powerful are investments in female
education. They raise the value oI women as producers rater than as
child bearers and help reduce women's dependence on husbands and
sons lessening their desire for children and increasing their demand for
health services. During fiscal 1993 the Bank supported tiirty-two edu-
cation projects totaling more than $1.9 billion. Thirteen of tese were in
Africa, tenin Asia, six in Latin America and the Catibbean, and tree in
the Middle East and North Africa region. The methods employed in
Bank lending in education have been substantively broadened during
the past few years. Strategies to target discrete groups (especially women
and the poor) and to allow them to take better advantage of educational
opportunities have been coupled with strategies to increase the capabil-
ity of local institutioLns to provide quality education.

Projects that improve education for girls arguably generate the great-
est returms of all projects. An important Bank study, "Sodal Gains from
Female Education," released in Mach 1993, analyzed female secondary
enrollment as compared to, or in combination with, the efforts of health
and family planning programs to reduce fertility and infant mortality.
The results show striking reductions in the infant mortality rate (from
105 to 78 per thousand) as a result of expanded of female enrollments.
These reductions are much larger than those from doubling either the
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number of physicians or the gross domestic product CDP per capita.
Increasing secondary education for girls also has similar results in reduc-
ing family size (reducing births by 29 percent).

One obstacle to improving the condition of women in developing
countries is the difficulty of developing techniques to promote their
participation in designing and implementing projects. Although much
work has been done at the intemational, national, and program levels to
apply gender analysis tools to ensure the evolution of policies and action
programs that support equitable human development, tools at the com-
munity level are lacking. As part of a long-term community organization
process, it is important that issues of gender and equity be analyzed by
local people themselves through their own data collection processes,
irrespective of literacy. A resource book, Gender Analysis Tools for the
Community and Agency Level, begun in the past year, will examine and
provide a guide to tools available at the community level to include both
woments and men's perspectives on their respective roles, the flexibility
of those roles, their access and control over resources, and the distribu-
tion of benefits. These tools are of critical importance to support the
p-rocess of bringing about change at the grassroots leveL

Targeting Poverty Reduction

The WorlI Development Report 1990 recommends a two-part strategy to
reduce poverty. First, policies should encouragebroadlybased economic
growth that generates demand for labor Second, priority should be
given to social sector investments to improve living conditions and
intcease the capacity of the poor to respond to whatever income-earning
opportunities may arise from economic growth. The strategy also em-
phasizes the need to provide a safety net to protect the most vulnerable
members of society. To help pursue this strategy, the Bank works with
countries to prepare country-specific poverty assessments and to design
country-specific strategies that ensure that the Bank's programs support
and complement countries' own efforts to reduce poverty.

Poverty assessments tpically analyze the effectiveness ofa country's
economic management in promoting efficient, labor-intensive growth;
evaluate the adequacy of government efforts to develop the human
resources of the poor; and exane the extent, rliabzility, affordability,
and cost-effectiveness of the social safety net for protecting the most
vulnerable groups and the very poor. They provide the basis for a
collaborative approach to reducing poverty by country officials and the
Bank and help establish the agenda of issues for the policy dialogue.
Poverty assessments have been scheduled for all borrowing countries,
and by the end of fiscal 1993 twenty-seven had-been completed. In

y 
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addition a great deal of analysis in country economic and sector reports
complements poverty assessments or serves as building blocks in pre-
paring assessments.

Bank interventions specifically targeted to the poor are monitured
under the Program of Targeted Interventions (mT). Aprojectis in-cluded
in the Pl if it includes a specific mechanism for targeting the poor or if
the proportion of poor among project beneficiaries significantly exceeds
the proportion of the poor in the population. The P1 provides a valuable
way to monitor targeted lending, but it is only one aspect of the Bank's
support for poverty reduction. Projects in the Prr complement broader
macroeconomic and secto.al policies and public expenditures that are
also part of the efforts of ccuntries to reduce poverty. In fiscal 1993 the
Bank supported seventy-three PTI projects with a lending volume of
about $5 billion, which represents 21 percent of total Bank lending. Of
these, five-two in Brazil and one each in Egypt, India, and 'rurkey-
were specifically environmental projects (box 3-1). In addition to invest-
ment projects that help reduce poverty, six of the seventeen adjustment

Box 3-1. Targeting the Complementarities between
Environmental Improvement and Poverty Reduction
in Turkey

The Eastem Anatolia Watershed Rehabilitation Project in Turkey will help
restore sustainable range,. forest, and farming activities in three relatively
low-incorne provinces in the upper Euphrates watershed, reducing soil
and forest degradation and sedimentation in reservoirs as well as increas-
ing productivity and incomes. Itwill support the development of a partic-
ipatory approach to watershed rehabilitation by involving farm families
in the design and managemnent of fifty-four miao-catchments in Malatya,
Elazig, and Adliyaman provinces during a seven-year period.

The projectiliustrates thepotential to targetdirectly thecomplementarit-
ies between environmental improvement and poverty reduction. Soil
degradationwould be controlled hirough improved cropping systems, the
establishment of terraces, and the introduction of conservation tillage. The
forestry components of the project involve afforestation, the rphabilitation
of oak coppice, riverbank protection through planting of poplars, and the
establishment of conifer and fuelwood coppice plantations. In addition,
through better management of natural resources, these activifies will also
increase incomes hirough expanded production of fodder, fuelwood, api-
cultural products, and horticultural and food crops. Increased output of
these products is estimated to result in a net annual incremental income
per village of $70,000, or an average of $525 per family.



86

loans approved in fiscal 1993 had significant components aimed at
povertyI reduction.

StrengtheningAgricultural Research and Extension

A main objective of agricultural research and extension projects is to
improve the welfare of rural farmers, but raising crop yields, preventing
soil degradation, and adopting new technologies can a!so minimize
environumental damage and reduce pressure to convert new land to
agriculture. Increasingly, the Bank is emphasizing these links. Lending
this year for the Integrated Pest Management Training Project in Indo-
nesia, for example (described in chapter 1), will help farmers curb
excessive use of eculogically damaging chemicals. Bank loans and cred-
its specifically for agricultural research and extension services amounted
to $128 million in fiscal 1993 and include:

The Gambia Agricultural Services Project, which aims to gener-
ate increased agricultural productivity and sustained growth of
the incomes of small farming families. In addition. to strength-
ening the analytical and planning capacities of the Ministry of
Agriculture and the Ministry of Natural Resources and the En-
vironment, the project will assist in consolidating and improv-
ing extension services for crop and livestock production, natural
resource management, and the expansion of functional literacy
programs. The project also supports a pilot project to test new
approaches to promoting farmers' participation and self-man-
agement in irrigation water, rural savings and loans, and social
infrastructure. The pilot project also includes an inventory of
rangeland and a study of river flow and saline intrusion, which
will support development of the country's national environ-
mental acion plan.

* The Republic of UgandaAgriculturalExtension Project whidchwill
assist the Ministry of Agriculture, Animal Industry, and Fisheries
to improve its delivery of extension services, increase the skills of
extension agents and farmers, and encourage farmers to adopt
improved techniques. This project is part of the Bank's overall
assistance strategy for Uganda, which is to shift the emphasis from
short-term objectives to long-term sustainable growth and im-
proved basic living conditions. One of the principal aims of this
strategy is to arrest the worsening environmental degradation,
making special efforts to reverse the depletion of the country's rain
forests, and increase the intensity of cultivation of existing farm-
lands.
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Cooperative researchis critical tobuildingthecapacityfbrsustainable
agculture and protecting the environment. The Consultative Group on
International Agricultural Research (CCAR), a network of eighteen agri-
cultural research centers sponsored by the Bank, the United Nations
Food and Agricultural Organization, and the United Nations Develop-
ment Programme, is now focusing on a two-pronged strategy of com-
bining productivity growth with natural resource management; The
CGIA has designed an ecoregional approach (agro-ecological research
in specified regions) to promote sustainable productivity through col-
laboration between scientists and farmers at the individual and comniu-
nity levels. CGIAR centers are,geared to implementing the goals of
Agenda 21, and a group of CGLAR ceriers heads an international effort to
create sustainable alternatives to "slash and burn" cultivation. Other
important areas of concentration in the pasttwelvemonthsincludeplant
breeding, preservation of biodiversity, integrated pest management,
agroforestry and forest management, institution building, and socioeco-
noniic poicy research for fragile ecosystems. The Bank's conitribution to
the COLAR in fiscal 1993 was approximately $37 million.

investing in Water Supply and Sanitation

Investment, in providing clean water and sanitation also yield signifi-
cant economic, social, and environmental retuns. Inadequate sanitation
is a major cause of degradation of surface and groundwater and a
principal cause of high morbidity and mortality. In the past twelve
months twelve sanitation and water supply projects were supported by
the Bank with lending of more than $1 billion. Of these, four (two in
Brazi and one each in Korea and Turkey) were specificaly designed to
strengthen the country's capacity for environmental managemenL In
addition many urban, agricultural, and population proects contain
water supply and sanitation components In the China SoutherJiangsu
Environmental Protection Project (see chapter 1), control of water pollu-
tion at industrial sources will reduce costs for watertreatment and urban
domestic water supply, and fewer water-borne diseases and the absence
of;toxic and hazardous wastes will improve health. Other fiscal 1993
projects also aimed to reduce water and sanitation problems.

T* he India Kamataka Rural Water Supply and Environmental San-
itation Project is expected to benefit about 1,200 villages (about 4.8
million people), of which about 40 percent are below the poverty
line. The project will include construction of new and rehabilitation
of old water supply schemes, a program to monitor water quality,
and measures for groundwater recharge; construction of environ-
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mental sanitation facilities, including sullage drainage, pit latrines,
washing platforms, and bathing cubicles; and communication of
health issues to create greater community awareness of and de-
mand for improved hygiene and environmental sanitation.

* The IndonesiaWater and Sanitation for Low-IncomeComnunities
Project will benefit about 2 million people below the poverty line
in more than 1,400 villages. The project includes constructing and
rehabilitating water supply facilities and promoting low-cost san-
itation facilities? Under the sanitation component local artisans will
be shown how to build eight different fully subsidized latrine
designs in homes The project will also include hygiene and sani-
tation education.

* The Paldstan Second Karachi Water Supply and Sanitation Project
will provide a more reliable and safer water supply for people of
all income groups, especially the urban poor.The supply of potable
water will be increased by strengthening measures to reduce loss
and improving the management and organization of the area
utility. Sanitation will be improved by increasing the coverage of
sewerage services and treatment capacity.

Clarifying Property Rights of the Poor

There is growing evidence that private investment in environmental
protection increases with secure tenure. The Bank is thus expanding its
support t projects that provide security of tenure to poor farmers and
urban squatters. During the past year two Bank projects supported the
establishment of land information systems that provide the basis for
allocating land. One of the main components of the GhanaEnvironnen-
tal Resources Management Project (discussed in chapter 1) will establish
an environmental resources management systemrL This wiiU help the
goVernment to develop a national environental information and mon-
itoring system, providing information on envi'Lronmental quality, topog-
raphy, land use, climate, land suitability, and land tenure. The land
component of the Mozambique Rural Rehabilitation Prject will provide
information about land use that, in addition to helping to plan future
infrastructure investments and guide the resettlement of retumees after
the war, will support the development of land policies that provide
security of tenure for small farmers. Box 3-2 describes an example of
Bank involvementin a project includingurbanland tenure. Finally, in a
slightly different example, the Chile Irrigation Development Project
includes a component to relarize water rights in a project whose aim
is to.improve the operation and efficiency of irrigation schemes and
improve the welfare of small farmers. It will also improve the allocation
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Box 3-2. Participation and Land Tenure i.n Colombo

Most of Colombo's poor live in squatter shantytowns on low-lying lands,
canal banks, and road and railway embankments and in areas prone to
flooding. Many low-income communities obtain drinking water from
conmaon water standposts and use common toilets, oftentines built along
the banks of the canals. The land along the canal is marshy, absorbing
rainwater and the wastewater generated within the area. This situaaon,
combined with a lack of drains, means that shantytown residents faced
flooding two or three times a year.

For the past tenyearsColombo has had a shantytown and slum dwelling
improvement program that includes allocation of land tenure. This initia-
tiveincluded improvements insanitation and access toclean water and to
grants and credit tohelp refurbish dwellings. Despi te the creation of locally
elected conmmunity development councils, however, the government was
unable to persuade the local communnity to participate actively. As a result
the areas remained in dire need of improvenent.

During the past year the Bank has supported a "Clean Settlements"
demonstration project in the Manning Town slum, as part of a Metropoli-
tan Environmental Improvement Program (Mar) for Colornbo (chapter 1).
The project promoted environmental improvement hirough community
management, and participation was organized by a local NCo through the
community development councils. The MEP demonstrtion project en-
abled the councils to develop effective plans and goals for community
organization and greatly improved access to clean water and sanitation.

iA fscal 1993 OED study of Manning Town and other slum and sha ity-
town improvement programs foui d that tenurial rights and participatoy
approaches are essential but are, by themselves, insufficient. The residents
of Manning Town acquired tenurial rights in the early 1980s, but environ-
mental awareness programs, organization, and the available resources
were needed before the full benefits of ownership could be exploited.
Where either tenurial rights or participatory approaches did not exist,
environmnental degradation and poverty continued to be high.

and sustainability of irrigation investments and enable user groups and
small farmers to better exploit their agricultural holdings.

In addition three studies completed, tis year have added greatly to
:our understanding ofth issue of land ure. Common Property Re-
sources: A Mvissing Dimension of Development Strategies confirmed earlier
findings that property held in common, by a village, for example, should
not be confused with open access land..The former implies suktainable
management by the community and attempts to assert individual tenu-
flal rights to it can have seriously damaging effects. Another, Power,
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Box 3-3. The World Bank's Energy Policy

Two energy policy papers were published in fiscal 1993.
Energy Efficiency and Conservation in the Developing Worlik The World

Bank's Role formulates a strategy for Bank assistance to countries address-
ing the long-neglected issues of energy wastage in production and end use.
The p5aper proposes that the Bank, in addition to continuing its efforts to
promote energy efficiency and economically justified fuel switching,
should follow a four-point progran:

* Integrate energy efficiency issues betf er into its country policy dia-
logue so that they are addressed at an arlier stage

* Be more selective in lending to energy supply enterprises, avoiding
those poorly performning ones whose governments are unwilling to
carry out fundamental reforms

* Identify, support, and give high-level, in-country visibility to ,ssues
of demand mnanagement and end-use intermediation

* Give greater attention to the transfer of more energy-efficient and
pollution-reducing technologies in its sector and prpject work.

The World Bank's Role in the Electric Power Sector. Policies for Effective
Instiutional, Regulatory, and Financial Reform focuses on the interrelated
institutional, regulatory, and financial reform issues that are essential in
improving the perfornance of power sectors. The paper notes that the
Bank's evolving role in addressing the needs of the power sector in
developing countries is a natural extension of the Bank's work on gover-
nance, public sector management, and ongoing structural adjustment
reforms. It makes five main recommendations.

* Au Bank lending for the power sector should require an explicit
move by the borrower country toward establishing of a legal frame-
work and regulatory process that is transparent, independent of
power suppliers, and free from goverunent interference.

* In countries with weak public and private sectors, undeveloped
capital markets, and a relative lack of market forces, the Bank
should help finance importation of power services to increase
efficiency.

* The Barnk should pursue the commercialization and corporatiza-
tion of state-owned power utilities as necessary first steps in the
process of restructuring and attracting the participation of the

. private secbDr.
Bank lending for electric power should focus on countries with a
clear comrnmitment to improving sector performance.

* The Baik should use some of its financial resources to encourage
private investnent in the power sector by supporting the com-.
mercialization and corporatization of state-owned power utilities.
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Distortions, Revolt, and Reform in Agricultural Land Relations, cautioned
that the potential benefits for allocating rights to open land can disap-
pear if economiic and institutional distortions encourage accumulation
of land by influential and wealthy individuals. The thid, Productivity
Effects of Indigenous Land Tenure Systems in Sub-Saharan Africa, confirmed
this finding by ascertaining that, as a result of these distortions, land
rights in parts of Sub-Saharan Africa do not produce the hoped-for
improvements.

Promoting the Efficient Use of Resources

Promoting tie efficient use of resources is the second broad mechanism
whereby sound economic policies benefit the environment. Policies that
encourage efficiency lead to less waste, less consumption of raw mate-
rials, and more technological innovation. This section briefy reviews
recent Bank involvement in energy efficency and conservation, pricing
and subsidy reforms, and macroeconomic and trade issues as examples
of such policies.

Improving Energy Efficiency and Conservation

An adequate energy supply is essential to development, and demand
wiil grow rapidly-possibly doubling in the next 15 years-as popula-
tions and incomes grow in the developing world. Meeting this need in
an environmentaIly sustainable manner willrequire improved efficiency
of production and use of energy resources and promotion of resource
conservation.

ENERGY EFFICENCY. During the past year the Bank supported twenty-
four energy sector loans, each of which included improved efficiency
among its objectives. All loans in the sector require a careful assessment
of the adequacy of institutional arrangements and price efficiency and
seek to promote national pricing policies, improved institutional effec-
tiveness, and greater transparency and accountability in the provision
of energy. This emphasis is reflected in two policy papers for the energy
sector published during the past year which are described in box 3-3. In
addition, policies for energy efficency and conservation are often central
features of adjustment lending, which is described in greater detail
below.

In the past twelve monst, the Bank supported its first feestanding
renewable energy opertion, the India Renewable Resources Develop-
ment Project. Supported by a $175 million IBRD/IMA loan and aedit, the
$430 million project will finance forty-five mini-hydroelectric plants on
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existing irrigation canals (for a total capacity of 110 megawatts). It also
entails expansion of an existing plant to produce bagasse-based news-
print and has a $30 million GEF component for reducing greenhouse
emissions and developing solar photovoltaic plants and wind farms (see
chapter 4 for discussion of the GEF component).

Since January 1992 the Bank, in conjunction with the U.S. Department
of Energy, the- government of the Netherlands, and other donors, has
supported the Asia Alternative Energy Unit (ASTAE). ASTAE's goal is to
integrate renewable energy and energy-efficient services into the design
of energy strategies and into lending operations in the Asia region. Its
primary concern is to prepare renewable energy components to incor-
porate into Bank-assisted lending operations. Other activities indude
designing and implementing alternative energy training programs for
Bank staff and host country personnel, helping to formulate alternative
energy policies, strengthering countries' institutional capabilities, col-
laborating with donor agencies, and mobilizing technical assistance
funds in support of the work program. In less than eighteen months
ASTAE has built an impressive track record. A core staff is in place, and,
in addition to the India project mentioned above, its specific investment
activities include the following:

InIndonesiaitishelpingtoprepare arenewableenergycomponent
of the proposed Second Rural Electrification Loan. This indudes
the design and use of a planning model that integrates renewable
and traditional technologies in a least-cost rural electrification
strategy and determunes the optimal type and mix of renewable
energy technologies for a given locale.

* In Sri Lanka it is helping to identify an alternative energy project
that may contain both demand management and renewable en-
ergy components. These could include grid-connected, mini-
hydroelectric and wind-power plants, as well as photovoltaic-
powered household systems throughout the country.

Complementing its investment work, ASTAE is activ.e in a broad range
of technical assistance and traiing efforts. Moreover, with the German
Geselrschaft fuir Tecbnische Zusammenarbeit, it is conducting a series of
case studies of experience with solar photovoltaicrural electrification in
developing countries from which a best-practices guide will be drawn.
Taken together, ASTAE's projects reflect the growing awareness that the
clean, reliable, and increasingly cost-competitive characteristics of re-
newable energy technologies make them ideal candidates for displacing
fossil and other conventional energy options in a variety of developing
countries in the coming years.
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The Energy Sector Management Assistance Program (ES"IM), begun
in the early 1980s, is jointly sponsored by the UNDP and the World Bank.
Its purpose is to help developing countries manage their energy sectors.
In response to the Earth Summit, ESMAP will concentrate more on envi-
rornmental issues, including an increased emphasis on natural gas devel-
opment, altemative and renewable energy sources, energy efficiency,
and transportation. It will also strengthen its institutional liks to the
GEF, NGOs, and the Bank's work by helping the energy sector to carry out
reviews and analyses of rural and household energy issues. Examples of
ESMAP activities in fiscal 1993 include its support for a review of energy
and the environment in Indonesia, preparation of an energy environ-
ment strategy for Nepal, and elaboration of an energy country paper for
Bolivia.

Further the Bank is coordinating the development of an evalution tool
to measure the environmental impacts and costs of individual power
projects and overall power programs. The "Environmental Manual for
Power Development" will help decisionmakers select the best available
alternatives from both an environmental and economic perspective. This
computer software wiU help identify available environmental control
options and mcasure potential trade-offs between economic costs and
environmental impacts in order to optimize the design of power projects.
The manual will also, among other ftiings, enable evaluation of supply-
versus deemand-sidemanagementoptionsand willbeparticularlyuseful
for assessing environmentalimpacts inEastemEurope and ie countries
of the former U.S.S.R.

ENMERGY SUBSIDIES. A World Bank study published in April 1993, "World
Fossil Fuel- Subsidies and Global Carbon Emissions," estimates that
developing countries spend more than $230 bilion annually on subsi-
dizing energy, more than four times the total amount of development
aid worldwide. The countries of the former U.S.&P, and Eastern Europe
account for the bulk of this amount ($180 billion); it is estimated that
more than half of their air pollution is attributable to these distortions.
Removing ial energy subsidies would produce large gains in efficiency
and in fiscal balances and would sharply reduce local pollution and cut
carbon emissions by as much as 20 percent in some countries and by
about 9 percent worldwide. Similarly, electricity prices in developing
countries are, on average, barely more than one-tiird of supply costs. As
a result consumers use about20 percent more electricity than theywould
if they paid the true costs of supply. Recent evidence shows, moreover,
that far from correcting this distortion, many governments have been
slow to adjust electrcity tariffs to reflecthigher costs from inflation, fuel,
and interest charges Thus, in research undertaken for the policy paper,
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The World Bank's Role in tire Electric Power Sector (described in box 3-3),-a
survey of electricity tariffs in sixty developing countries showed that
average tariffs declined during 1979-88 from 5.2 to 3.8 cents per kilowatt
hour (1986 U.S. dollars). This is particularly troubling because- energy
demands.are expected to grow and will probably double in the next
fifteen years. Achieving commercial pricing policies is, therefore, central
to achieving energy efficiency and economic sustainability. Of the
twenty-four energy and power sector loans approved in fiscal 1993,
sixteen contaned specific, requirements to adjust energy prices. The
following are examples.

* The Energy Sector Rehabilitation Project in Rwanda aims to pro-
mote ratiornl energy policies while minimizing adverse ernviron-
mental implications and to establish the basis for efficient use of
Rwanda's energy resources. Among other things, the project will
creatc a regulatory and policy environment favorable to private
sector involvement. With this objective in mind, the government
agreed to raise electricity (and water) tariffs in phases to levels that
would remunerate the private utility operator, purchase energy
and fuel, and cover the national holding company's operating
expenses.
I In Bulgaria the objective of the Energy Project is to realign the
level and structure of electricity tariffs to rationalize consump-
tion, reduce imports, lessen the pollution associated with gener-
ation, and mobilize resources for the national electricity
company. The project also aims to reorient the operations of the

-company along more commercial lines and to improve and
depoliticize the system of setting tariffs by establishing an inde-
pendent regulatory mechanismn.

Eliminating Subsidiesfor Resource Use

Subsidies on energy are not the only form of policy-induced inefficiency,
of course. Many natural resources are subsidized, leading to distorted
investment decisions and removing competitive incentives to use them
efficiently. Unfortunately, subsidies tend to createpowerful benoficiaries
who come to regard their subsidy as a right, creating challenging polit-
ical and institutional obstades to full cost pricing. For instance, an OED
review of experience in urban water supply.and sanitation projects
between 1967 and 1989 found that borrowers often failed to comply with
covenants, especially those on pricing and financial peiformance. An-
other oED review of completed irrigation projects found that the price of
irrigation was often below full cost and was not fully recovered in 73
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percent of the 107 projects surveyed. Nevertheless, removing subsidies
can provide substantial economic and environmental benefits, as well as
social benefits where funds used for subsidies support large-scale users
of a resource and could be used to alleviate poverty more directly. These
points are reiterated in the water policy paper, Water Resources Manage-
ment (discussed in chapter 1), which stresses the importance of cost
recovery and encourages better conservation and allocation of water
resources.

Experience in the water and sanitation sector illustrates the limitations
of direct government provision and indiscrinminate subsidy of household
services. Despite progress in developing affordable engineering solu-
tions, the delivery and maintenance of services have been disappointing.
Subsidies are often captured by the wealthier customers, and in most-
situations resources are inadequate tc maintain a high quality of service
or to extend facilities to low-income areas. Subsidies may be justified in
specific situations (such as rural water supplies in low-income areas and
sewage treatment in urban areas), but these are most effective when
targeted and explicit. Thus seven out of the eleven water and sanitation
projects approved by the Bank in the past year contained provisions for
inproved cost recovery.

The following fiscal 1993 projects illustrate the range of Bank projects
that include pricing reform to reduce inefficient use of scarce natural
resources.

- The Morocco Second Large-Scale Irrigation Inprovement Project
includes full cost recovery through water charges In Morocco
water losses between farm gate and crops are estimated at 30 to 40
percent. Most of the losses are from inefficient water management
on farms due to low water charges for surface irrigation and poor
collection of sprinkler irrigation fees. Water losses of this magni-
tide increase farm operating costs significantly and can lead to a
buildup of soil salinity and groundwater pollution. The problem
is aggravatedbythe growingimbalancebetweenthesupplyof and
demand for water in most of the country. Under the project, water
charges would be raised so that the volume charge would cover
the entire estimated operation and maintenance costs as well as a
reasonable portion of depreciation costs and the land betterment
levy.
In the.Zambia Marketing and Processing Infrastructure Project,
one of the principal objectives is to restructure public expenditures

* for agrculture by eliminating subsidies for maize, fertilizer, and
transport. Until November 1991 the govenmment pursued an inter-
ventionist agricultural strategy, nationalizing maize mills, estab-
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lishing parastatals and govenmment-controlled cooperatives, regu-
lating markets and prices, and giving out subsidies. Thecost of this
strategy, with its resulting distortions, has beensubstantial both in
direct expenditure and forgone growth. The major benefits of the
project will be increased agricultural production and improved
efficiency in the production and supply of food, with-an associated
long-run reduction in the cost of food to both the rural and urban
populations, a more secure food source for households, and higher
incomes for farmers and rural enterprises.

* The Water Quality and Pollution Control Project in Brazil focuses
on mostly urban water pollution and supply problems and will
benefit a substantial portion of the 14 million people in-the metro-
politan areas of S5n Paolo and Parana. Full cost recovery and
improved water quality will be achieved through a variety of
instruments, primarily tariffs on sewerage services and water use
charges but also park entry fees, increased property taxes and
various forms of betterment fees, and a possible tax on pesticide
use.

* In the Bursa Water and Sanitation Project in Turkey, improved cost
recovery is a major objective. Here revised tariffs are intended to
provide incentives for water conservation and the control and
abatement of water pollution and to ensure the financial viability
of the supply organization.

* Similarly, in the Changchun Water Supply and Environmental
Project in China, the Bank is helping to formalize a policy linkng
water charges to the marginal. cost of water and to improve the
collect'on and treatment of liquid wastes-from both industries and
households.

Economywide Poticdes and the Environment

The impact of broadly based policy reform ("adjustment" policies) on
the environment is currently of wide interest: To the extent that such
policies promote economic stability, remove distortions, and improve
the efficiency of resource use, they should benefit the environment; an
inefficient economy is likely to be using the resources available to it
unsustainably. However, t-he relations between economywide policy
changes and the environment are complex, and not all economic reforms
will benefit the environment. In addition, inasmuch as the reforms
restore economic growth, without environmental policies, they may
accelerate environmental damage. To address these issues, the Bank is
currently developing a framework that connecs adjustment-related,
economywide reforms to basic patterns of resource use and environmen-
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tal impacts. Preliminary results from examining a wide range of envi-
ronmental problems in a variety of country situations provide evidence
of the importance of sectoral and macroeconomic policies in influencing
environmental behavior.

The analysis has helped to reconcile two different perspectives of
significance in Bank operations. First, macroeconomic and sectoral
decisionmakers, especially those involved in national economic plan-
ning in ministries of finance or planning or in key sectoral line ministries,
need to know the likely impact of a specific policy on a range of
environmental issues. For example, currency devaluation would signif-
icantly affect timber and crop export prices and therefore influence the
rate of deforestation. Conversely, enrvironmental policymakers, such as
those in the environment ministries dharged with preparing the NEAP,
need to know which, among a wide range of economic policies, would
have the most impact on *tte environmental issues addressed in the plan.
For example1 if urban air pollution is a major concem, then the NWAP
should include a detailed review of policie such as energy pricing.

A series of twelve country case studies has been completed that
exlore the relations between macroeconomic policies supported in
structural adjustment loans and their impact on the environment. The
case studies examine adjustment reforns and forestry management in
Bolivia; rural development policies and sustainable agiculture in China;
the effects of macroeconomic policies on forestry and land use in Costa
Rica; the effects of trade and labor market policies on agricultural exten-
sion in Ghana; water degradation and depletion in India; industrial
promotion and pollution in Indonesia; fiscal policy and air pollution in
Mexico; unemployment, poverty, and population pressure on forest
lands in the Philippines; the implications of economic restructuring on
energy use and pollution in Poland; the effects of national energy strat-
egy and global climate-related, constraints on the environment in Sri
Lanka; agricultural pricing, subsidies, and livestock management in
Tunisia; and economic policy and wildlife management in Zimbabwe.

Although each case study considers a country-specific situation, some
pattems do emerge. They confirm the proposition that a program of
economic liberalization will generally be beneficial, both economically
and environmentally (box 3-4 gives an example in Zimbabwe). Where
tradeoffs exist, the challenge is to design complementary environmental
policies to mitigate the negative indirect effects and enhance the positive
ones. Negative environmental effects are usually assocated with old
distortions and market failures, rather tian with the new policies-for
example, commodity prices may have been reformed, but long-standing
underpricing of resource inputs or open access may coninue to encour- -
age -them to be used wastefully and undernine the reforms (see the
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Box 34. Implications for Wildlife Management of Economic
Liberalization in Zimbabwe

Wildlife-based activities, such as ecotourism and safaris, contribute sub-
stantially to Zimbabwe's economy. Compared with ranching activities,
with which they compete for lirni ted land resources, these activities appear
to be more suited to the semniarid climate and poor soils that characterize
much of the countryside. The direct advantage is that economically viable
systems can be maintained with lower stocking rates than those associated
with comunercial cattle ranching. Equally important is the indirect envi-
ronmental benefit of conserving a natural habitat that appeals to visitors.

However, for many years foreign exchange and trade policies penalized
this sector. As recently as 1990 the government budget represented 48
percent of cDP. This excessive goverment role in the economy crowded
out private initiative and contributed to very low investment levels and
productivity. Per capita incomes stagnated. From 1981 to 1990 the
'Zimbabwean dollar was overvalued bySO to 80 percent. Foreign currency
eamings had to be surrendered to the government in exchange for much
less of the local currency than would have been available in a more open
system. This meant that export-oriented sectors were implicitly taxed,
among themnwildlifeand ecotourismconcems. Foreign exchange earnings
from wildlife were diverted to other sectors, depressing incomes and
investment. When surveyed, safari operators reported that they could not
get the necessary foreign exchange for equipment and parts and for
maintaining the level of accommodations required by foreign tourists.

Adjustmnent reforms introduced in 1990 reduced local currency over-
valuation to 25 percent, and more liberal access to foreign exchange was
allowed. This meant that the private profitability of wildlife management
increased, and the percentage of land allocated for wildlife use has since
expanded. Because more lands are being allocated to wildlife use, this
trade-oriented reform has also promoted a shift to more environmentally
benign activities.

Ghana case in box 3-5). FinaIly, one clear message is that environmental
problems and their solutions tend to be location-specific and depend
heavily on economic policies at the sector and macroeconomic levels.
Thus sound environmental mariagement will depend on conscious ef-
forts to integrate environmental concerns into economic policymaking.

The findings of-the first phase of this work will be summarized in an
overview report for the Bank's Board of Directors in spnrng 1994 and
presented in greater detail in a best-practice volume. A proposed second
phase of the studywould involve asmallernumber of moredetailed case
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studies that would build upon the analytical and practical lessons
learned from Phase I.

A companion study, prepared for a February 1993 workshlop of the
Committee of International Development Institutions on the Environ-
ment, explored the extent to whichlenvironmental concerns are explicitly
included in adjustment operations. It conduded that, of the fifty-eight
countries surveyed, thirty-five have adjustment programs that include
environmental goals or loan conditionalities addressing environmental
concerns. Among these was the Honduras Energy Sector Adjustment
loan, which includes major environmental objectives within the frame-
work of its ongoing structural adjustment program and energy sector
reforms. As conditions of the loan, investment and operational guide-
lines will include measures for basic environmental protection in energy
sector activities, and the National Energy Comnission, which is set up
under the project, will ensure tat all activities in the energy sector take
account of environmnental protection. Technical assistance will also be

Box 3-5. Trade Reforms and Agricultural Extensification
in Ghana

Deforestation and soil erosion have been identified as key factors under-
lying the decline of agricultural productivity in many developing coun-
tries. In western Ghana, as in many regions in Africa, agricultural lands
are governed by traditional land use institudons, wherefarms are commu-
nally owned by the village or tribe. These comrnon property regimes
allowed agricultural lands to be used sustainably when populations were
much sm'aller and lengthy fallow periods enabled the land to regain its
fertility. However, rapid population growth and lack of employment
opportunities outside the rural sector have now increased the pressure on
land resources.

Under these conditions, a risein domesticagricultural prices,associated
with the trade reforns undertaken in Ghana has accomplished the ex-
pected goal of increasingrural output. However, cultivated areas have also.
expanded, fallowing has been reduced, and consequently the fertility and
productivity of the land have dedlined. Explicitly incorporating the effect
of this environmental change reduces the otherwise substantial positive
effect of the reform on agricultural outpuL In this case, complementary
efforts to promote better agricultural land management, such as improving
tenure and providing extension services, will be needed to ensure that
current production gains will be sustainable.
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provided to the National Power Company to strengthen internal capac-
ity to address environmental concerns.

The study further identified nine countries with explicit compo-
nents to secure land tenure or titling as an incentive for soil conserva-
tion; land taxation, rent appropriation, and lease duration measures
were adopted in four countries for land management purposes; and
appropriate land protection measures were identified in twelve coun-
tries. Competitive bidding and long-term concession reforms were
found in four countries with a history of unsustainable logging prac-
tices, and pricing, taxation, royalty, or concession rent policies were
seen in seven countries. Other measures targeted at forest manage-
ment were found in fourteen countries.
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Global warming is a particular threat to small island countries, such as Kiribati, at risk
from risingsea ler,eLs. The Global Environment Facility has nealy $3 00 million allocated
to projects that will help countries reduce g-reenhouse gas emissions that foster gloal
warming.



4. Addressmg Global
Environmental Challenges

Damage to global resources and ecological processes like biodiversity,
stratospheric ozone, and the carbon cycle threaten the economic, socia,
and environmental well-being of all countries. Biodiversity loss, for
example, destroys genetic resources of relatively unknown but poten-
tially significant scientific medicinal, and ecological value. Although the
precise impacts on the global environment remain uncertain, evidence
inceasingly suggests they could be large and irreversible. L;ast year's
successful negotiation of the Climate Change Convention and the
Biodiversity Convention- and their'signing by more than 15C1countries
at the Earth Summit-testifies to the seriousness with which the inter-
national community has resolved to address global enviroxmentalprob-
lems. The risk to developing countries from-and their contribution
to-degradation of the global commons places the global environment
firmly within the scope.of the Bank's mandate.

The Bank addresses global environmental concerns through a variety
of channels, the most concrete of which is the GEF. As one of its three
implementing agencies during the pilotphase, the Bank administers and
chairs the GEF, acts as trustee for its funds, and is responsible for manag-
ing its portfolio of investment projects, many of which are cofinanced
with Bank operations. In addition the Bank has played, and will continue
to play, an important-independent role in helping-developing cuntries
address global environmental concerns. Bank-supported prcjects and
policies increasingly mcorporate global as well asnationalbenefits; Bank
research explores cost-effective means to protect the global environment
and examines links between its degradation and country-levelpractices;
and Bank technical assistance provides input to intemational, regional,
and national strategies for addressing global environmental problems.
These roles are discussed in the first section of this chapter. A second
section details GEF activities.

103
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The Bank and the Global Environment

Because of the Bank's general comnitinent to promoting sustainability
and to assisting borrowers in meeting their obligations under the Rio
conventions, many of this year's activities listed in earlier chapters also
help to realize substantial global envirorunental benefits

National Activities with Global Payoffs

Bank efforts to remedy environmental problems at the national and local
levels increasingly provide global environmental benefits. Instances of
Bank lending, policy dialogue, technical assistance, and research that are
directed primarily at individual counties but that also have global
environmental payoffs are presented below.

LENDING OPERATIONS Several forest management projects incorporate
global as well as national objectives. For example, the preservation of
biodiversityis an important component of a forest management loan this
yeartoGabon. Byreducing deforestation, thisandotherBank-supported
operations also help to regulate global climatic pattems through evapo-
transpiration and carbon sequestration.

Renewable energy and pollution control projecfs reduce emissions of
greenhouse gases, such as carbon dioxide. India's Renewable Resources
Development Project will generate 110 megawatts of electriity using the
hydropower potential of existing irrigation dams, and Mexico's Taras-
port Air Quality Management Project will drastically reduce emissions
ofgreenhouse gases and ozone-depleting substances fromcar and other
vehides in the Mexico City metropolitan area.

Measures to improve energy efficiency-particularly pricing and in-
stitutional reforms-result in energy services being delivered with a
reduction in energy consumption and hence in greenhouse gas emis-
sions Such measures are central to. all Bank operations in the energy
sector, such as recent loans to Jamaica and Pakistan. Several structural
adjustment loans-for example, to Chile and Mexico-include similar
reforms in the energy sector

PouCY DIALOGUE AND. TECHICAL ASSISTANCE. NEAPS-many of which
are carried out with Bank tedhnical support-incorporate global envi-
ronmental considerations. Biodiversity issues, for example, are priori-
tized and incorporated into the design and implementation of a
country's NEAP.

The Bank's new four-part energy efficiency and conservation strategy
(discussed in chapter 3), which is designed to help developing countries
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meet their energy needs by promoting least-cosi production and end-use
efficiency, provides a cost-effective framework for addressing global as
well as national environmental concerns. During the past. yea, the
Energy Sector Management Assistance Program has given increasing
attention to global environmental issues; technical assistance for renew-
able and altemative sources of energy, for example, is now an important
activity.

Ongoing revision of the Bank's industrial pollution guidelines will
promote cleaner production technologies. This in tum will help to
mininize the generation of wastes that have a global impact, such as
greenhouse gases and ozone-depleting substances, as well as untreated
effluent discharged that damage marine and freshwater ecosystems.

Recognizing that the global extemalities from maintaining tropical
forests intact cannot be measured with accuracy but are potentially
substantial, the Bank's new forestry policy dii -ctive stipulates that the
Bankwillnot finance commercial logging operations in primary tropical
moist forest. In other forest areas of high ecological value, the policy
limits financing to controlled sustained-yield management that consid-
ers global environmental benefits such as biological diversity and carbon
sequestration.

Regional strategy papers-such as those outlining forestry and air
pollution strategies for the Asia region-identify means to counter en-
vironmental degradation at the global as well as regional and national
levels.

RlSEARCH. The Bank's extensive valuation research agenda explores
ways to systematically and cost-effectively incorporate global environ-
mental extemalities into prcject and policy analysis. Analysis of the costs
and benefits of greenhouse gas abatement through instruments such as
carbo taxes and subsidy elimination has been a particular focus of
activity.

Various studies undertaken or completed in fiscal 1993 investigated
country- and region-specific causes and costs of the degradation of the
global environment. For example, an energy conservation study in
China identifies efficiency measures as among the most important
means of alleviating China's worsening problem of greenhouse gas
emissions, and an economic study of Pacific Island states examines their
vulnerability to a change in climate and a possible rise in sea leveL

Several global environmental research findings reinforce national eco-
nomic, sodal, and environmental imperatives. For example, reducing
population growth through increased education of girls has recently
been shown to be cost-effective not only in readcing national goals but
also in reducing greenhouse gases.. Reducing carbon emissions through
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a carbon tax is more than twice-and possibly as much as four times-as
expensive as reducing those emissions by lowerng the birthrate through
increased spending on female education.

Key Activitiesfor the Global Environment

In addition to global benefits gained from national-level efforts, the Bank
is engaged in many activities oriented specifically toward global envi-
ronmental concerns. These activities prirarily focus on four issues:
ozone depletion, climate change, biodiversity, and desertification.

OZONE DEPLETON. In 1987 the Montreal Protocol setschedules for reduc-
ing consumption of two groups of ozone-depleting substances (ODSs),
chlorofluorocarbons (CFCs), and halons. As an implementing agency of
the Montreal Protocol's Multilateral Fund, which provides concessional
finance and grants to help developing countries phase out all o0ss by
2010, the Bank supports a growing number of oDS-reduction projects.
Following the tenth meeting of the fund's executive committee in June
1993, the Bank'sportfolio of investment operations financed by the fund
totaled nearly $70 million; projects with tentative executive committee
authoriatin add a further $18 million There are now seventeen sepa-
rate investment operations, of which seven have been committed and
four are currently being disbursed.

Some specific Bank-supported actions should be highiglted.

* A Montreal Potocol investnent project gnt agreement for Plas-
ticos Molancos in Venezuela to reduce production of CrCs was
signed in April 1993. Project implementation is expected to be
completed within six months, thereby eliminating 200 metric tons
of ODss annually.

* The Bank is worldng with the Chinese National Environmental
Protection Agency to prepare one of the largest projects under the
fund for phasing out emissions of ODSs.

* With Bank technical assistance, Mexdco is testing the potential of
tradeable ODs emLission permits. The first country to ratify the
protocol. Mexco aims to phase out CFC production twice as fast as
the agreed-upon schedule for developing countries.

* Preparatory work to reduce ODss is under way in several other
borrowing countries, including Brazil, Chile, India, Lao People's
Democratic Republic, Malaysia, Philippines, Thailand, and Vene-
zuela. Eventually, the Bank anticipates supporting Montreal Pro-
tocol investments in at least twenty-five countries. In addition a
substantial portfolio of similar investments in Eastern Europe and
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the former Soviet Republics is expected to be funded through the
GEE.
In June 1993 the Bank, as an implementing agency of the Montreal
Protocol, presented a seminar on incremental cost for the European
Community. This covered operational interpretation and discus-
sion of fourcase studies to illustrate application of incremental cost
concepts to the reduction of ODS.

Meanwhile the Bank continues to pursuenew ways of accelerating the
preparation of Montreal Protocol projects, including in particular a
"line-of-grants' approach, which would encourage more efficient pro-
cessing of the manyyelatively small subprojects characteristic of protocol
activities. In addition this past year has seen a sharpened focus on the
operational requirements of the Bank as an implementing agency of the
multiateral fund. Guidelines for selecting and financing Bank projects
under the protocol have been developed. This has led the Bank toinitiate
and implement measures to streamline protocol operations. A
sourcebook on unit abatement costs that allows Bank task managers to
calculate the incremental costs of oDs-reduction projects has also been
prepared. Cost questions have been further examined in a ten-country
review of ODS phase-out practices, which is designed to identify best
practice and provide methodological inputs to climate change cost
analysis.

GLOBAL CLIMATE CHANGE. Research initiatives designed to establish
cost-effective strategies to reduce greenhouse gas emissions have been
pursued during the past twelve months

A cost-benefit analysis of global and local forest services examines
the potential for trade in global greenhouse gas reduction between
industrial countries and Amazonia. This approach would serve
several goals: income transfers fom North to South, income redis-
tribution to poorer frontier areas within southem countries, and
provision of cost-effective carbon sequestration while yielding
biodiversity and ecosystem benefits.

* An important paper that came out early in the fiscal year, "Global
Wamiing Key Issues for the Bank," reviewed issues affecting the
Bank's operational response to global wamidng incremental and
joint costs, efficiency and country strategy issues, and the design
of intemational financing mechanisms. Higlighting the perva-

* sive, accumulative, and transboundary aspects of global warming,
the study examines the efficiency and equity implications of differ-
ent responses to the problem. Other research reviews curent and
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historical greenhouse gas emissions; examine altemative methods
of sharing emission reductions among countries and regions; and
evaluate the quantitative implications of alternative allocation and
reduction criteria, particularly from a "North-South" perspective.
The GEE's ongoing analysis of the incremental costs of meeting
global environmental benefits (see the discussion of the PRINCE
program below) has been supported by Bank-financed research
and technical inputs,including the preparation of databases onthe
costs and emissions of different energy technologies and the appil-
cation of altemative interpretations of incremental cost concepts to
emissions abatement through nonforest biomass production.

CONSERVATION OF BIOLOGICAL DIVRSrIY. At the Earth Summit 157 coun-
tries signed a landmark international agreement-the Biodiversity Con-
vention-to conserve biological diversity, to protect and sustain
ecosystems, and to ensure that benefits from the use of genetic resources
are appropriately shared. To help countries comply with their commit-
ments under the terms of the convention, the Bank actively promotes
conservation in developing countries and facilitates the transfer of tech-
nology and financial resources for this purpose.

As noted above, a considerable quantity of Bank work designed to
fosternationaldevelopment alsohas globalbenefitspartcularlyregard-
ing the conservation of biological diversity These activities are now
buttessed by a growing number of initiatives specifically designed to
address biodiversity concerns directly and to evolve Bank and borrower
practice from. a reactive, project-by-project perspective toward broader,
more proactive biodiversit work programs at the national and regional
levels. There are several areas of activity.

Bank lendingfor biodiversily continues to expand in addition to its
efforts to assist countries through the GEE. Projects approved tiis
year in Chile and Venezuela, in particular, emphasize strengthen-
ing country institutional capacity to manage resources and con-
serve biodiversity and projects in Egypt and the Seychelles include
components to protect biodiversity. Overail the Bank's active lend-
ing portfolio includes more than 100 projects with biodiversity
components that are being prepared cr implemented in all geo-
gr-aphic regions of the Bank's work

* Regional biodiversity conservation strategies have been, or are being,
prepared for theAsiaandPacific, LatinAmericaandtheCanibbean,
and Africa regions. These strategies survey the- rate of biodiversity
loss; determine priorities for conservation, including establishing
and maintaining protected areas; review the design of biodiversity
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components in project lending; identify future Bank and GEF
biodiversity projects; and facilitate the mobilization and coordina-
tion of financial resources. (Box 4-1 details the strategies for Asia
and Latin America.) Studies in Costa Rica and Argentina also
include strategies for biodiversity conservation and for the protec-
tion of other global and local environmental resources.National biodiversity action plans assist in investment planning and
donor coordination and are required under the terms of the
Biodiversity Convention. In fiscal 1993 Indonesia's plan was corn-
pleted with Bank technical assistance and is now being im-
plemented. One of the first to be completed, the plan identifies
national conservation priorities and is likely to serve as a model for
other countries. Other Bank member countries are currently cany-
ing out biodiversity studies that wiU inform their preparation of
national action plans.*The Piot Program to Conseve the Brazian Rin Forest, a coUlaboration
between the Bank and the govemment of Brazil, was initiated by
the G-7 member countries in 1992 with the creation of the Rain
Forest Trust Fund. Administered and coordinated by the Bank, the
program is funded by a group of donors comprised of Canada,
France, Germany, Italy, Japan, the Netherlands, 

the United King-
d dom, the United States, and the Commission of the European
Communities. The pmgram supports an integrated set of projects
designed to reduce the rate of deforestation in Brazil's rain forests
in a manner consistent with sustainable development of the area's
natural and human resources. Twelve projects are currently'being
prepared by Brazilian project teams. To date some $280 willion has
been pledged in financial and technical assistance; $58 milion of
this total has been pledged to the Rain Forest Trust Fund under
World Bank trusteeship.

* he Global Marine Biodity Conservation Strategy has wetly
completed-in 

collaboration with the World Conservation
Union-the first phase of an inventory of global marine biodivers-
ity designed to identify key areas for protection; an ongoing sec-
ond-phase focuses on marine biodiversity in Southeast Asia and
the Caribbean. Under the strategy the criteria for selecting the
project site are economic feasibility and mvironmentalsustainabil-ity. Research into existing marine protected areas carried out dur-
ing ihe fiscal year indicates that for such projects to be sustainable,
incentive structures must be established to direct a large shapa of
revenues generated by tourism back into the local economy.

* The BankiNGo Forum on Biodiversity Conservation continues to in-
form Bankpolicy, progrms, and investmentpriorities. 

he forum
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Box 4-1. Conserving Biodiversity in the Asia-Pacific'
and Latin America and the Canrbbean Regions

Loss of biological diversity through the extinction of species, the conver-
sian and degradation of natural habitats, and the disruption of ecological
processes is occuring throughout the world at unprecedented rates. As
species and their habitats disappear, so do products with present and
future value, genes with which to improve crop varieties and livestock,
and the natural resiliencies of the world's living resources to respond to
climtic and envirvnnental change. Recognizing this, the Bank has com-
pleted or is preparing reg;ional biodiver&ity conservation strategies that
will help develop future Bank and GEP projects.

TheAsia-Pacificstrategypaper, CansrtingBiotogitcaDivenity:A Stratgy
for Protected Areas in the Asia-Pacidic Rgion, surveys the rate and range at
which biodiversity is being lost in the region and strategies by which these
losses rnight be controlled. The paper argues that setting up comprehens-
ive and well-managed protected area systems is likely to be the most
practical way to conserve the greatest amount of the region's biodiversity
and protect its ecological processes. For this reason, it is suggested that
initial efforts support theestablishmentand maintenanceofprotected area
systems by promoting policy changes; strengthening institutions, particu-
larly in staff trairing and deployment; and including local people and
governments and national and interational NC;Os in managing protected
areas. Financial resources must also be mobilized to sustain the manage-
ment of protected areas. A flrststep in translating the strategy for Asia into
action was the Second Asia-Pacific Consultative Meeting on Biodiversity
Conservation, held in Thailand in February 1993.

In Latin America and the Caribbean, the Bank is putting together a
regional biodiversity conservation strategy based on a methodology that
divides the region into approximately 100 "ecoregions." These will be
ranked in order of priority for conservation on thebasis of degree of threat
and feasibility of Bank financing. The strategy and information compiled
for its development will help identify and design future GE propoals and
Bank-financed projects-particularly with respect to site selection-and
also will improve the technical quality of Bank environmental assessments
of projects in the region. The strateg will provide valuable input to the
countries and NGOS in their conservation and development planning.

has evolved from an informal biodiversity network within the
Bank into a regular gathering of NGOs, government agencies, and
intergovermental institutions to discuss policy and issues sur-
rounding biodiversity conservation. Participants in these discus-
siorts have induded Conservation International, the Center for
Marine Conservation, the Inter-American Development Bank, the
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Nature Conservancy, the Organization of American States, the

Smithsonian Institution, the uNDP, the uNrE, the U.S. Agency for

International Development, the World Conservation Union, the

World Resources Institute, the World Wildlife Fund, the World

Conservation Union, the WorldResources Institute, and the World

WildlifeFund.

DESEmcITCAnoN CONVENON. At the 1992 session of the General As-

sembly of the United Nations (UN), it was agreed to establish an Inter-

governmental Committee to Negotiate an Intemational Convention to

Combat Desertification. The focus of the convention will be to bring

international action and resources to bear on the problem of desertifica-

tion. The Bank particpated in the first meeting of the committee, held in

late May 1993, which was attended by eighty-eight countries, (thirty-one

from Africa), many of the uN organizations and specialized agencies,

regional intergovemmental organizations, and 43 of the 173 NGOs

accredited to the meeting. Delegates stressed the need to establish, as

part of the convention, mechanisms for monitoring and assessment,

information dissemination, research and tedhnology development, and

public awareness and education on desertification and drought-relief

issues.

The Global Environment Facility

The; EF has emerged as an important catalyst in helping to integrate

global environmental concems into national development goals. It en-

ables govemments of developing countries to address issues on the

global environmental front tat they would. otherwise be unable or

unwilling to undertake. In doing so, the GEF demonstrates a new mech-

anism for global cpoperation and reflects the willingness of the world's

wealthier states to safeguard the iriheritance.of future generations and

to help developing countries mitigate their growing contribution to

global environmental degradation as population pressures combine

with industrialization and urbanization. Developing countries. mean-

while, have come increasingly to recognize that thinking globally does

not mean shelving local and national concems. Even though the (EF

enables developing countries to take actions they could otherwise not

afford, most GEF projects bring substantial national as well as global

benefits.
At the Barth Summit, world leaders agzeed tat envisrnmental prob-

lems could be addressed only through a worldwide partnership. As part

ofthispartnership, thesummitendorsed the GEFasasource of additional

grant and concessioal funding to achieve global environmental bene-



112

fits. In addition the GEF was designated as the interim funding mech-
anism for both the Climate Change Convention and the Biodiversity
Convention. In preparation for meeting its expanded responsibili-
ties, the GEF is moving forward on three critical fronts: restructuring
to make it transparent and accountable, replenishing its financial
resources, and evaluating its three-year pilot phase. While the details
of the facility's link to the conventions can only be finalized once
the conventions enter into force (probably in mid-1994), close
working relations are being established with the secretariats of the
conventions.

The Pilot Phase

The GEF was conceived as an experimental program and established in
November 1990 with $1.3 billion (1990 dollars) to provide grants and
concessional funds during a three-year pilot phase. Its current mandate
istoprovide these funds to developing countries forinvestnentprojects,
technical assistance, and, to a lesser extent, research, all aimed at protect-
ing the global environment, as distinct from the national environment.
GEF funds are in addition to regular development assistance, often
worldng in- concert with bilateral and multilateral efforts on the local,
regional, and national levels.

The GEF helps developing countries to address four global envirn-
mental problems:

* Global warming, particularly the effects on the world's climate
from greenhouse gas emissions resulting from the use of fossil fuels
and the destruction of carbon-absorbing forests

* Destruction of biological.diversity through the degradation of
natural habitats and the overuse of natural resources

* Pollution of international waters through, for example, oil spills
and the accumulation of wastes in oceans and international river
systems

* The depletion of stratospheric ozone from emissions of CFCs,
halons, and other gases.

During the pilot phase the fourth objective above has been addressed
almost entirely through the Montreal Protocol, for which the Bank
manag2s the investment operations. However, in the operational phase
the GEF Will support the phase-out of'oDss in countries, such as the
Commonwealth of Independent States and Eastern European states,
which are ineligible for protocol assistance. The scope of the GEF will be
expanded, in light of agreements reached at the Eart Summit, to cover
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land degradation-primarily deforestation and desertification-as it
relates to the four focal areas of the pilot phase.

Institutionally, the GEF may be a harbinger of broader interagency
cooperation designed to marshal the best available skills without setting
up new bureaucracies. The GEF draws collaboratively on the experience
and expertise of three existing international agencies: the UNEP, the
UINDP, and the World Bank. The tJNDP is responsible for technical, oper-
ational, and capacity-building activities and is charged with managing
the Small Grants Programme for NGOs. The uNEP provides the secretariat
for the Scientific and Technical Advisory Panel, offers environmental
expertise for the facility, and supports research and information dissem-
ination. The World Bank chairs and admindsters the pilot facility, man-
ages the trust fund, and is responsible for investment projects.

Country participation in the GEE is growing, and the number of
participants is expected to increase rapidly as the facility moves toward
its goal of universal membership. In June 1993 sixty-four countries were
participants in the GEF, nearly triple the twenty-four that were present
when it was established in March 1991. More than sixty countries at-
tended the Fifth Participants' Meeting in Beijing in May 1993.

Resourcesfor the Pilot Phase

Funds for the pilot phase are supplied from two distinct sources: the
Global Enviroinent Trust Fund-the "core fund," which has some $813
million in resources-and several associated cofinancing and parallel
financing arrangements that provide some $400 million, available on
grant or highly concessionary terms. As of June 30, 1993, twenty-eight
countries, including twelve in the developing world, had pledged to the
core fund.1 In addition to their contributions to the core fund, Belgium,
Canada, Japan, Norway, and Switzerland have separate cofinancing
arrangements. Australia and the United States have not contributed to
the core fund, but Australia has established cofinancing arrangements
on grant terms, and the United States has established a system of parallel
financing for GEr-type projects.

As of June 1993,.$727 million had been committed for 113 projects in
the first five tranches of the pilot phase. These include projects that have
been endorsed or are being implemented by the three implementing
agencies. This breaks down into $468 million for fifty-three investment
prcjects managed by the World Bank,2 $242 million for fifty-five UNDF
tecnical assistance and research projects, and $17 million for five pro-
jects to support the objectives of the Biodiversity and Climate Change
conventions, under the purview of UNEP. At the end of June 1993, of the
113 projects in the first five tranches, 32 projects, totaling some $250
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million, had been approved for implementation by the responsible
agencies.

As the GEF enters the final stretch of its demonstration phase, the three
implementing agencies are making a determined effort to balance the
portfolio-in its geographic spread and across the four focal areas-to
maximize experience thatcanbe brought to bearin theoperational phase
of the GEE. ¶hbles 4-1 and 4-2 break down the allocation of core fund
resources and the number of projects in the GEF portfolio by region and
sector at the end of June 1993.

Of the resources from the core fund, a regional breakdown in the first
five tranches shows that 33 percent of the funds allocated to date are for
projects in Asia, 22 percent in Latin America and the Caribbean, 20
percent in Africa, and 19 perct in the Arab states and central Europe.
The remaining 6 percent goes to global and interregional projects.

-Similarly, in the first five tranches, 42 percent of resources from the
core fund has been earmarked for biodiversity projects, 40 percent for
combating global warming, 17 percent for protecting intemational wa-
ters, and 1 percent for controlling emissions of ODSs. This brings the
portfolio to a thematic balance nearly in line with initial objectives of 40
to 50 percent for global warming, 30 to 40 percent for biodiversity, and
10 to 20 percent for international waters, with the rest dedicated to ozone
depletion projects. Most projects to phase out oDss in developing coun-
tries are funded hirough the Montreal Protocol Multilateral Fund. This
accounts for the fact that the number of ozone projects is small so far It
is likely to grow as demand grows in eastern and cental Europe and in
countries of the former us.s.R, which are not eligible for funds from the
Montreal Protocol.

Table,4-L Allocation of Resources in the GEU Work Program,
Tranches I-V
(miillions of.dollars)

Area offocus
Arab Latin
States Ammeica
and and the

Thematicfocus Africa Asia Europe Caribbean Global Total Percent

Biodiversity 76.2 75.1 31.6 107.8 12.8 303. 42
Global warmring : 55.0 128.5 55.2 29.9 27.4 296.0 40
International waters 16.0 38.0 45.8 19.5 2.6 121.9 17
Ozone 0.0 0.0C 3.8 1.9 0.0 5.7 1

Total 147.2. 241.6 136.4 159.1 42.8 727.1 100

Percentage .20 33 .19 22 6 .100
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Table 42 Project Distribution in the GEF Work Program,
Tranches I-V
(number of projects)

Area offocs
Armb Latin
States Amenrica
and and t11e

Tlematicfocus Africa Asia Europe Caribbean Global Total Percent

Biodiversity 17 11 8 14 4 54 48
Global warming 10 11 8 7 7 43 38
Intemational waters 2 2 7 2 1 14 12
Ozone 0 0 1 1 0 2 2

Total 29 24 24 24 12 113 100

Percentage 26 21 21 28 11 100

Although each project is categorized among tie Gus four areas of
focuis, several projects provi ide for global benefits in more than one area.
For instance protecting tropical rain forest wil also provide climatic
services by sequestering atmospheric carbon. Similarly, projects focused
on protecting intenational waters also serve to protect aquatic ecosys-
tems, often fragile reef systemns, in tum conserving marine biological
diversity and ecosystem processes.

The wide diversity of rGEF projects owes a great deal to the Scientific
and Technical Advisory Panel (sTP), the independent intemational
group of fifteen scientists whose main task has been to draw up the
scientific and technical criteria and priorities for selecting projects in the
pilot phase. The STAP is now developing analytical frameworks for
priorifizing projects in each of the four focal areas in the operational
phase, although in the global warming and biodiversity fields, the
parties to the respective conventions will have primacy to determine
eligibility and priorities. Greater emphasis will be placed on the broader
policy context in which projects are implemented, with particular atten-
tion to the cost-effectiveness of projects and the distinction between
national and global benefits.

Investment Lending

In the past twelve months the Bank approved nine GEF investment
projects, totaling $70 million, briging to fifteen the total number of
investment projects approved by the Bank under the pilot phase. An
additional thirty-eight investment projects are in the pipeline following
endorsement by the participants. These nine include two climate change
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projects (in -India and Thailand) for $35.5 million; five biodiversity
projects (in Belarus, Bolivia, People's Republic of the Congo; Ghana,
and Turkey) for $27.8 million; and two intemational waters projects
(in Egypt and the Seychelles), which also have significant focus on
preserving biodiversity, for $6.6 million (table 4-3)? Six of these
investment projects are associated with World Bank projects operat-
ing at the national level.

GLOBAL WARMING. The main theme emerging in the global warming
portfolio is the demonstration of advanced and innovative ap-
proaches to mitigating greenhouse gas emissions. The mix of projects
blends renewable energy technologies with fuel shifts and demand-
side management-offering low-cost solutions for reducing greenhouse
gas emissions.

The GEF's portfolio on renewable energy features commitments to
promising backstop technologies such as photovoltaics in Zimbabwe,.
gasification of woody and crop residue biomass coupled with advanced
gas turbines in Brazil, and anaerobic digestion of organic residues from

Table 4-3. GEF Investment Lending, Fiscal 1993
(millions of dollars)

*Country GEF cornponent Bank associated project Grant

Belarus, Forest Biodiversity Freestanding 1.0
Protection

Bolivia Biodiversity Conservation Freestanding 4.5
iCongo Wildlands Protection Freestanding 10.0

and Management
* Egypt Red Sea Coastal and Private Sector Tourism,

Marine Resource Infrastructure, and
Management Envirorunent 4t8

Ghana Coastal Wetlands Environmental Resources
Management Management 7.2

India Al ternate Energy Renewable Resources
Development 26.0

Seychelles Biodiversity Conservation Environment and
and Marine Pollution Transport 1.8
Abatenent

Thailand Promotion of Distribution System
Electricity Energy and Energy Efficiency 9.5
Efficiency

Turkey In Situ Conservation of Eastern Anatolia
Genetic Biodiversity. Watershed

Rehabilitation 5.1

Total 69.9
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agroindustry and urbanhouseholds in India and Pakistan. Aspart of the
government's strategy for expanding India's energy supply, the India
Alternate Energy Project supports the development of renewable and
indigenouts energy systems in the form of wind farms and solar photo-
voltaic power for rural lighting, water pumping, and rural community
services. The project aims to accelerate the commercialization of these
renewable energy technologies globally, to relieve India's traditional
reliance on kerosene lighting and smnall diesel sets for motive and electric
power, and to help meet the decentralized energy needs of the rural
sector. The project wil displace the equivalent of about 100 megawatts
of conventional capacity based on fossil fuels, reducing emissions of
carbon dioxide at an estimated cost of $30 to $45 a ton. True to an
important design criterion of the CEF, this project catalyzes mobilization
of more than $150 million of additional private sector and donor re-
sources for cEF-supported projects, creating the largest project of its kind
in the developing countries.

Energy efficiency and the testing of altemative techologies are other
areas of concentrated focus in the portfolio of projects concemed with
global warming. The Thailand Promotion of Electricity Energy Effi-
ciency Project aims primarily to demonstrate specific energy efficiency
technologies and to adopt a comprehensive and integrated approach to
demand management based on experience in industrial countries. The
CEF contribution of $15.5 million leverages $186 million of Thai funds as
well as $25 million ofJapanese and $6 milion of Australian GEF cofinanc-
ing, in addition to Bank loan funds. Theprojectwill pioneer comprehens-
ive monitoring and evaluation for demand-side managementprojects in
developing countries. Without the GEF project Thailand's efforts at de-
mand management would have been more limited in scale, scope, and
innovation. The GEP component focuses on improved household light-
ing and refrigeration, high-efficiency electric motors in the industrial
sector, and passive energy effciency design features such as low enis-
sivity glass in commercial buildings, all with matching policies, regLula-
tions, and incentives to enable effective implementation. The resulting
electricity conservation in Thailand could reduce carbon dioxide emis-
sions by as much as 15 million tons a year during the next decade.

Less well developed in the portfolio, and perhaps most difficult to do
well, is carbon sequestration. Nevertheless the World Bank and the UNDP
continue to work on specific carbon sequestration projects and generic
designs with the goverinments of Cameroon, Guinea, and Malaysia.
Carbon sequestration also features in the afforestation investment proj-
ect being developed in Mali and is implicit in all forest biodiversity
conservation projects, such as the Congo Wildlands Protection and
Management Project discussed below.
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In mid-1992 the government of Norway requested the Bank's collab-
oration in demonstrating joint anrangements to reduce global green-
house gas emissions through intemational trade. With the benefit of
about $4.5 million in cofinancing from Norway, the Mexico fHigh Effi-
ciency Lighting Project and the Poland Coal-to-Gas Conversion Project
are being expanded to simulate joint implementation arrangements
between Norway and these countries. The assistance from the Norwe-
gian government also provides for identfying and elaborating the issues
associated with implementation arrangements and carbon offset gener-
ation and trade.

To improve the analysis of global benefits and cost-effectiveness in
global warming projects, the Bank has undertaken a review of method-
ologies for estimating reductions in greenhouse gas emissions in its GEF
global warming portfolio. Methods and analytical standards derived
from this review will be applied to future Bank CEF global warming
projects and are available for wider audiences. One application is to
certify for potential investors in atnospheric carbon reduction-or car-
bon offsets-the estimated and actual zeductions in atnospheric carbon
from specific interventions.

BIODIVERSrE. GEF biodiversity projects support land management for
conservation efforts in all majorbiomesinevery region of the developing
world, with emphasis on consultation and sustainable use. The
challenge now facing the GEF and its participants is to provide the kind
of incentives that will induce behavior that protects biodiversity in
terrestrial and aquatic ecosystems while at the same time enabling
communities dependent on naturl resources to make a living in a
sustainable way.

During the course of the pilot phase certain aoss-cutting issues have
emerged: the central importance of engaging local communities and
indigenous peoples as partners and stakeholders in designing and im-
plementing projects, the need for a stable supply of recurrent cost
financing, and the development of local capacity to identify and sustain
extemally funded initiatives in line with national priorities and devel-
opment plans. The biodiversity portfolio provides considerable cover-
age of these issues. Projects approved in fiscal 1993 in Belarus, Bolivia,
tH C'ongo, Ghana, and Turkey underline the centml themes of community
participation and capacity building and the financing of recurrent costs.

Community partcipation is a central tenet of the GEFs biodiversity
portfolio. The Bolivia Biodiversity Conservation Project, for instance,
supports the development of an integrated approach to managing
Bolivia's protected areas system and involves local, indigenous commu-
riities and institutions in the management and rational use of natural
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resources within protected areas The project seeks, in part, to help
convert some of Bolivia's "paper parks" into functional units and in-
cludes training to enable local communities to assume increased respon-
sibility for managing the protected areas.

Similarly, the Ghana Coastal Wetlands Management Project supports
the implementation of a coastal zone management plan for the country
with the support of communities that depend on the lagoons for their
livelihocd Aiming to protect several significant wetland sites that pro-
vide cridaal wildlife habitat for more than 80 percent of the migratory
waterfowl traveling along Ghana's coast, the project examines options
for multiple-use management by traditional communities living adja-
cent to the lagoons. Techniques and technologies are explored for aqua-
culture, agroforestry, fisheries management, and salt production by local
communities in ways that are compatible with sustaining the habitat for
the migratory birds.

Throughout the year the most difficult and complex issue in Bank GEF
biodiversity projects has been the potential clash between sustained
conservation of biodiversity and the livelihood of rural communities and
indigenous peoples. Recognizing the need for a systematic and com-
prehensive approach to this issue, the Bank commissioned guidelines
for community consultation that would require for GEF projects the
preparation of sociocultural profiles for project stakeholders and local
participation plans, including plans for NOOs. These guidelines will
undergo external review, including reviews by specialized NOos and
social scientists, before being adopted.

Financing recurrent costs is another common constraint in biodivers-
ity projects, and there is movement toward the use of trust funds to
provide a dependable long-term mechanism to meet recurrent costs, and
some capital costs, of biodiversity conservation programs. The first GEF
conservation trust fund was the 1992 Bhutan Trust Fund for Environ-
mental Conservation. Trustfundshavesincethen been incorporatedinto
fiscal 1993 GEF projects in Bolivia, Belarus, and the Congo. In all, fourteen
projects in the GEF'S investment portfolio have components related to
trust funds.

The Belarus Forest Biodiversity Protection Project demonstrates how
the GEE can create opportunities for other biodiversity benefactors. Based
on understandings reached with the GEF, the MacArthur Foundation, a
U.S. private foundation with a strong interest in biodiversitv conserva-
tion, has provided the initial capital for conservation trusts in the
Belars, Czech and Slovak, and Ukraine biodiversity projects of several
hundred thousand dollars each. The Belarus project provides counter-
part funding to the Poland Forest Biodiversity project for managing the
transborder Bialowieza primeval forest
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The Congo Wildlands Protection and Management Project provides
for the design of a trust fund to ensure a minimum level of permanent
funding for conservation and management plans for twelve gazetted
areas earmarked for conservation. Once established, the trust fund will
be open to bilateral donors, NCOs, and others for contributions. The $10
million GEF project will be the cornerstone of a broader long-term pro-
gram for preserving six unique ecosystems in the Congo, and involves
inventories of species, training, institutional strengthening, and studies
of indigenous communities and their relation with their surrounding
environment and ecosystemn stability.

The emergence of trust funds and endowments as the main response
to insufficient and unreliable local funding was largely unforeseen at the
beginning of the pilot phase. Now they constitute a major option for
mobilizing resources and stabilzing fragile conservation administra-
tions in the poorer and more volatile developing economies. Apart from
protecting minimum budgetary requirements for effective biodiversity
conservation, trust funds can underpin institutional stability and lon-
gevity, providing a measure of career security for nationals trained in
relevant technical fields. One negative experience to date, however, is
that requiring significant up-front offshore funding to match GEF capital
is unrealistic and can delay the early effectiveness of these financial
instrments. The Bank's GEF coordinator is reviewing experience to date
in desiging and establishing trust funds under the GEF to establish best
practice recommendations and to report on outstanding issues and
solutions being considered.

Finally, the Turkey In Situ Conservation of Genetic Diversity Project
seeks to identify and establish in situ conservation areas in Turkey to
protect genetic resources of forest tree species and landraces and ftreat-
ened wild relatives of important domesticated crops (for example, bar-
ley, chickpeas, lentils, and wheat) that originated in Turkey. More than
3,000 plants are known to be endemic to the country, and the $5 milion
GEF project targets the genetic variability in specific plants, allowing the
wild relatives of crop species to develop in their original environment to
ensure ample supply of genetic material to gene banks and plant genet-
icists around the world.

The pilot phase of GEF is intended to demonstrate innovative ap-
proaches to the common challenges to biodiversity conservation. How
to recognize and measure success or failure of novel, risky, or even
conventional approaches in new settings is an important question ad-
dressed by the Bank's new guidelines for monitoring and evaluation of
GEF biodiversity projects. The guidelines were prepared by the GEF
coordinator's office in consultation with leading NGO practitioners and
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researchers and endorsed by the STAP and Bank operations managers
during the past twelve months. Already several GEF projects under
preparation have begun to apply the guidelines to develop the manda-
tory monitoring and evaluation plans.

INTERNATONAL WATER. The GEF's portfolio of investments in intema-
tional waters covers management of freshwater bodies and river basins,
marine pollution, and marine ecosystems. Responsibility for these areas
of the global commnons has traditionally been ill-defined, and there is
little accountability for their use or abuse. The pilot phase portfolio
addresses the management of these complex issues in some typical
physical and geographic circumstances: from the heavily trafficked
sea-lanes of the southwest Mediterranean to international river basins
in eastern and southern Africa and eastem Europe.

Intemational waters investment projects being implemented in the
interconnected multicountry ecosystems of the Danube basin and river,
the Danube delta, and the Black Sea illustrate the priority given to
solving problems thatcrossborders and thebenefits to biodiversityfrom
controUling water pollution. Two projects approved in the past year
further the GEEs integrated efforts on this front

Among the main objectives of the Seychelles Biodiversity Conserva-
tion and Maxine Pollution Abatement Project are to control pollution
from ships and to evaluate the reception and disposal facilities needed
to comply with the provisions of MARPOL, the Protocol on Prevention of
Pollution from Ships. A simultaneous objective is to restore the priceless
Aldabra atoll ecosystem, which provides habitat for the only surviving
population of giant tortoises in the Indian Ocean.

In a contrasting but equally important initiative on intemational
waters, Egypthas developed the Red Sea Coastal and Marine Resource
Management Project as part of its NEAP. The 2,420 kilometer-long coast
of the Red Sea is known for its extensive coral reefs, black mangrove
swamps, and extremely diverse marine life, but it suffers serious envi-
ronmental pressures from tourism, coastal urbanization, and activities
related to oil exploration and transport. Through interagency coordina-
tion the $4.75 miion GEF project aims to create and implement a coastal
zone resource management plan, based on an assessment of the potential
for tourism and the need for long-term protection of the ecosystem,
while supporting the sustainable development of Egypt's Red Sea re-
gion. This CE! assistance to Egypt is in paralel with GEE support to
Yemen to develop a similar marine resources protection program, and
from a CEF perspective both are seen as initiatives in the framework of
-the Red Sea and Gulf of Aden Convention and GEE support for strength-
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ening its agreement oversight functions. The convention is expected to
monitor and exchange lessons learned from the projects in Egypt and
Yemen with other Red Sea states.

With the fifth tranche endorsed in May by GEF participants, the inter-
national waters portfolio almost fully reflects its design brief from the
smAP with respect to activities eligible under the GEF. Nearly every type
of intemational body of water and numerous international water pollu-
tants are covered in the pilot phase portfolio. Shared management of a
large freshwater lake is not directly addressed in the pilot phase work
program but has been endorsed by the SrAP and the implementation
committee forpreparation as part of the GEE reserve program for the Lake
Victoria Ecosystem Management Project This project will marry conser-
vation of globally unique lacustrine biodiversity with plans to restore
the functions of Lake Victoria to a high level of productivity. The three
participating governments (Kenya, Tanzania, and Uganda) are enthusi-
astic about the intended collaboration that will be assisted by GEF.
Challenges to the health of Lake Victoria come from overfishing, loss of
exotic fish species, depletion of forests in the basin, unsustainable agri-
culture and agricultural chemical runoffs, and urbanization and waste
discharge along the shoreline.

OZONE DEPLETION. Responsibility for demonstrating effective ap-
proaches to protecting the ozone layer falls in the domain of the Montreal
Protocol, with funding from its Multilateral Fund. Although most devel-
oping countries have access to these funds, after the pilot phase the GEF
will be responsible for assisting countries with economies in transition-
alnost exclusively in central and eastern Europe-that are not eligible
forMontreal Protocol funds because they consume orproduce toomany
ozone-depleting substances. Enabling these countries to phase out con-
sumption and production of ODSs will become an area of increasing
importance for the GEE, since these econonoies consume more ODS than
all the developing countries that benefit from the Multilateral Fund
combined. To date GEFinvestmentin protecting the ozonelayerhasbeen
limited to projects in the Czech and Slovak republics and to an upper
atnospheric monitoring function in the Southem Cone countries of
Latin America. Planning for future investments to phase out ODSs has
*begun in the GEF's pilot phase in Belarus, Poland, Russia, and Ukraine.

Countries eligible for GEF assistance in phasing out ODs are receiving
the benefit of the Bank's experience as an implementing agency of the
Multilateral Fund in designing and implementing least-cost measures to
protect the ozone layer Many countries, including China, Malaysia,
Thailand, Turkey, and Venezuela, have already received financing from
the fund. Experience under the Montreal Protocol indicated that
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"no-dean" techniques to replace solvents in electronics manufacture, the
use of alternative refrigerants in mobile air conditioners, the use of water
or carbon dioxide in blowing flexible foams, and the replacement of
CFC's with hydrocarbon propellants in aerosol sprays are common early
initiatives in phasing out ODSs in developing countries and economies
in transition.

LAND DEGRADArON. In April 1992 GEF participants agreed that land
degradation issues, specifically desertification and deforestation as they
relate to the fourfocal areas of the GEF, should be eligible for GEF funding.
To this end, the GEF Workshop on Land Degradation and Desertification
was organized by the UNDP and UNEP in October 1992. A group of
international experts on desertification and land degradation discussed
the technical implications of the decision to mak-e land degradation
issues eligible for GEF funding and reviewed the phenomena of land
degradation and desertification in the global context, with the specific
purpose of sharpening and identifying projects. Experts produced a set
of recommendations and conclusions that were given to GEF participants
in December 1992.

Research

As the interim funding body for the biodiversity and climate change
conventions, the GEF is charged with covering the incremental costs
involved in achieving global envirorunental benefits above and beyond
national level benefits (box 4-2). This raises several important questions,
in particular, what is the basis on which resource transfers are taking
place, and how should eligible costs be defined? To acquire a better
understanding of the concept of incremental costs and how it can be
applied in an operational setting, the CEF has launched the Program for
Measuring Incremental Costs for the Envirorunent (PRiNCE).

The $3 million PRINCE program comprises methodology studies that
are refining the main concepts and operational procedures for determin-
ing incremental cost. Field tests are demonstrating these concepts and
procedures, and dissemination activities are promoting best practices
through workshops, training programs, and publications. UNEP plans to
conduct a series of country studies next fiscal year on the basis of the
methodologies developed under P.RINCE.

Nongovermental Organizations and the Global Environment Facility

NGOs have muci to contribute toward achieving the objectives of the
GEF. Local community groups and NGOs provide information, advice,
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Box 4-2. Measuring Incremental Costs

Incremental costs are the additional net costs incurred as a result of
redesigningan activity orselectinganalternate activity, in relation to some
baseline plan. When the baseline plan is designed to achieve only national
benefits and when the redesign or alternate selection is made to meet a
global environmental objective, the incremental cost is that of achieving
the resulting global environmental benefits.

"Agreed incremental cost" is theprinciple upon which GEFgrants would
be based. cEs funding is therefore intended to cover the full amount of the
additional expenditure that is not offset by any additional nationally
appropriated benefits. Agenda 21 as well as the climate change and
biodiversity convention.- each refer to "agreed full incremental costs," the
n meaning of which will be made clearer by the respective conferences of the
parties after the conventions enter into force.

Grants based on incremental costs could cover a wide range of expen-
ditures. Although in typical cases the incremental cost will be a relatively
small proportion of the total cost of the redesigned or alternate activity,
there are cases in which the incremental cost will be equal to the full cost
of thie activity. In these cases the baseline plandoesnot include any activity
of the sort being proposed; this is dearly the case wi th inventory studies
of greenhouse gases, for example, in which there may be national benefits
in undertaking the study

In the GEF pilotphase the conceptof incremental costs was notexplicit
but was reflected in the types of projects to be funded and was under-
scored by the GEF participants' view that a dear distinction was needed
between GEF progra ms, which generate global environmental benefits,
and regular development programs. The incremental cost principle was
difficult to apply uniformly in practice. This was because there were
not always agreed ways to define the relevant baseline for measuring
incremental costs and benefits, to take account of the effects of national
economic policy and industrial strategy on the resulting costs of achiev-
ing global environmental objectives, to treat the purely financial (as
opposed to the economic) incremental costs, or to value environmental
benefits or future cost savings.

and program implementation services and offer substantial resources to
help ensure that CEF programs and projects consider the needs and
concerns of local populations. NGOs also help involve communities in
defiing and carrying out strategies to address environmental problems.
In particular, the capability of affected community groups and local
NGOs is a critical ingredient for monitoring project sustainability and
evaluating long-term accomplishments of projects funded by the GEF.
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The GEF is making considerable efforts to involve NcOs in both project
work and broader policy and program issues. Consultation with NGOS
preceeds each semiannual meeting of participating governments. In
conjunction with the Fourth Participants' Meeting in December 1992,
more than eighty-five NCO representatives tookpart in the third GEE-NrO
consultation in Cote d'Ivoire: thirty-one from industrial countries and
Eastern Europe and fifty-five from developing countries. Some fifty
NGos attended the fourth consultation in Beijing in May 1993.

Various initiatives have been launched to ensure that NGOS themselves
play a significant role in drawing up the agenda for the consultations
and selecting the approximately twenty developing country representa-
tives funded to attend these events. A task force, made up of the im-
plementing agencies and NGO representatives met several times before
the consultation in Cote d'lvoire.

More recently a working group has been established to pursue the
debate on NGO participation in the GEF. At the Beijing Participants'
Meetingin May 1993,participants agreed thattheAdministrator'sOffice
should facilitate a review by representatives of both NGos and partic-
pants on how to improve the productivity of NMO-GEF consultations. The
aim is to develop an action plan to implement the options contained in
a paper prepared for the Beijing meeting on NGO involvement with the
GEF.

The GEF also supports a Small Grants Programme for projects put
forward by grassroots groups and NGos in developing countries. Under
the program, which is managed by the UNDP, grants are awarded to
community groups and NGOs for activities that demonstrate commu-
nity-based approaches to problems in the GEF's four thematic areas The
program was operational in twenty-five countries by June 1993 and will
expand to thirty-three countries before the end of the calendar year.
There is a ceiling of $50,000 for each national project and $250,000 for
regional projects.

To further strengthen NGO consultation and planning, the Bank, as a
GEF implementing agency, has commissioned a set of guidelines. These
guidelines will cover local participation plans to improve effective col-
laboration of local communities and NOOs in the design and implementa-
tion of GEF investment projects. These guidelines will be field tested for
GEF operations in fiscal 1994 under the supervision of the Banks Social
Policy and Resettlement Division.

Beyond thePilotPhase

In the transition from pilot to permanent status, a major challenge facing
the GEE is how it can play a catalytic role in integrating global environ-
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mental considerations into the regular development assistance pro-
grams of bilateral and multilateral agencies. To meet this challenge, and
in preparation for its expanded responsibilities under the Climate
Change and Biodiversity conventions, the GEF is undertaking important
institutional adjustments of restructuring, replenishing, and evaluating
the pilot phase.

RESTRUCTURING. The GEF participants are currently working out the
details of the restructured GEF based on the set of principles agreed to by
govemrnments at meetings in April and June 1992 (outlined in "The GEF:
Beyond the Pilot Phase" and in chapter 33 of Agenda 21) (box 4-3). The
principles include the availability of the CEF to serve as the funding
mechanism for agreed global environmental conventions, the balanced
and equitable representation of developing and industrial counties in
the governance of the GeF, and universal membership.

Box 4-3. Principles of GEF Restructurintg

The following eight principles were agreed to by participants to guide the
restructuring of the GEF.

1. Provide additional grant and concessional funding of the agreed
incremental costs for achieving agreed global environmental
benefits.

II. Finance activities that benefit the global enviromunent. It would
continue to support its current four focal areas. Land degradation
issues, primarily desertification and deforestation, as they relate
to the focal areas of the GEF, would be eligible for financing.

Ill. Be available to function as the fLmding mechanism foragreed global
environmental conventions, should the parties to those conventions
so desire.

IV. Assure the cost-effectiveness of its activities in addressing the tar-
geted global environmental issues

V. Fundprogramsandprojects thatarecountrydrivenand consistentwith
national priorities designed to support sustainable development

VI. Build on proven institutional structures, such as the partnership
among the uNDxr, unw, and the World Bank, to avoid creating new
institutions.

VII. Be transparent and accountable to contributors and beneficiaries
alike.

VIII. Have sufficient flexibility to introduce modifications as the need
arises.
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At the December 1992 Participants' Meeting in Abijan, Cote d'lvoire,
participating governments began negotiations on the restructuring of
the GEF. Additional sessions took place in Rome (March 1993) and in
Beijing (May 1993). Meetings are scheduled for September (Washington,
D.C.), and, finally, December 1993 (Cartagena, Colombia), with the aim
of completing work and reaching agreement on the main elements of the
restructured CEF and its replenishment.

Arrangements during the operational stage will build on the joint
cooperation during the pilot phase by the UNDP, UNEP, and the World
Bank These seelk to minimize the creation of any new bureaucracy and
maximize the benefits from the combined experience and expertise of
the three implementing agencies.

There is agreement that the GEF should work with the regional devel-
opment banks, the UN agencies, and bilateral agencies to involve them
in GEr: technical assistance and investment projects. The implementing
agencies are working with the regional development banks and UN
agencies on the modalities for such cooperation.

TIhe cEF has been designated by the Convention on Climate Change
and the Convention on Biodiversity as their interim financial mecha-
nism. Their governing bodies must decide on permanent arrangements
once the conventions enter into force. The division of responsibility is
broadly as follows: the conventions are responsible for policy and pro-
gran priorities and eligibility criteria while the GEF participants will
focus on programming and implementation and will ensure that
conventions' priorities and criteria are respected. GEF participants will
also report regularly on activities mandated by the conventions.

REPLENISHMENT. The Earth Sununit recommended that funding for
Agenda 21 be provided in a way that maxinizes the availability of new
and additional resources and uses all available sources and mechanisms
for funding. One mechanism identified by Agenda 21 is a restructured
GEF to cover the agreed incremental costs of activities with global
benefits.

The replenishment process formally began at the Beijing Participants'
Meeting, and negotiations will run parallel to those on restructuring. In
Beijing many donors supported the view that a replenishment of SDR 2
billion to 3 billion ($2.8 billion to $4.2 billion) for a period of three to four
years was an appropriate range to aim for in the replenishment discus-
sions. The process should be finished by the end of 1993.

EVALUATION AND LESSONS LEARNED. The GEF has been an important
learning experience fox the implementing agencies, the recipient govem-
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ments, and the donors. The GEF has covered new areas, especially
biodiversity; new modalities, including a pioneering relationship be-
tween the World Bank Group and UN agencies; and new relations
between donors, recipients, and NCOs. Furthermore it has proved suffi-
ciently flexible to allow many mid-course corrections to its policies and
procedures.

As the pilot phase draws to a close, the participants have requested an
independent evaluation of the three-year exercise. Initiated inApril 1993,
the evaluation will be jointly managed by the three senior executives of
the independent evaluation departments of the three partner agencies;
for the Bank, by the OED. Experienced independent teams have been
recruited to carry out the work, which should be completed by Novem-
ber 1993. An independent panel of experts, comprising two members of
GEF participant delegations and five other independent high-level ex-
perts in the fields of development, environment, and evaluation, will
provide strategic and technical guidance to the evaluators.

The purpose of the independent evaluation is threefold: to assess the
progress and prospects of the pilot phase; to examine GEF policies,
procedures, and processes as well as their probable impact on the use of
GEF resources and the achievement of objectives; and to make recom-
mendations about the effective use of those resources. It is too early to
evaluate on-the-ground results of projects, because only about one-third
of the 113 projects in the portfolio are currently being implemented, and
they are at a very early stage. Nevertheless field visits have been organ-
ized so that the project development process may be examined more
closely. Issues such as local ownership and participation as well as
interagency cooperation in the field will be examined.

While awaiting the results of the independent evaluation, the im-
plementing agencies have already identified preliminary lessons learned
during the pilot phase and their implications for future work Capacity
building has proven to be critically important for achieving the GEF's
objectives, because few govemments, in both industrial and developing
countries, have in place the policies, institutions, or technical capacity to
respond to the CEF's priority issues. Community involvement is also
central to improving project design and management, particularly in the
area of biodiversity. Greater efforts need to be made to increase dialogue
with affected and local communities. Similarly, extemal consultation
and expert scientific and technical input, while sometimes causing de-
lays or additional costs, often improves project design. As the GEF moves
beyond the pilot phase, its approach will dearly focus less on discrete
demonstration projects and more on addressing global environmental
priorities for attaining sustainable development at the national level.
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Notes

1. Algeria, Austria, Belgium, Brazil, Canada, China, C6te d'lvoire, Denmark,
Egypt, Finland, France, Germany, India, Indonesia, Italy, Japan, Mexico, Mo-
rocco, the Netherlands, Nigeria, Norway, Pakistan, Portugal, Spain, Sweden,
Switzerland, Turkey, and the United Kingdom.

2. This includes $3 million for the noninvestment P'RINCE policy research
project to be carried out by the GEF Administrator's Office. PRINCE is discussed
later in this chapter.

3. For purposes of identification, GEr: investment projects approved by the
Bank in fiscal 1993 are presented in bold type throughout the chapter.
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Squatter ufilage in the Philippines. 7The poor are often exposed to the greatest environ-
mental healthi risks. Allevpiating poverty and promoting economicgrow.'h in developing
countries are critical,components of thze World Bank's strategy to help countries move
toward environmental security.



PART TI
Building Capacity

for the Task

The previous four chapters have described the Bank's environmental
agenda. These next two chapters will address how the Bank is better
equipping itself for the task. In the past year three broad sets of factors
dominated the Bank's efforts to strengthen its environmental capacity.
First, the growth and volume of Bank assistance for country environ-
mental management was unprecedented. Second, there was increased
emphasis on project quality and the Bank's lending portfolio, in part
caused by several reports on the Bank's performance with respect to
environmental concers. Third, the Bank's interaction with a wide range
of external groups grew rapidly. Chapter 5 deals mainly with the Bank's
efforts with respect to the first two sets of issues, particularly with raising
internal capacity for envirormental work by reorganization and policy
change, staff expansion, and training. Chapter 6 looks at the third set of
issues, notably building partnerships and improving communications
with the international community.
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A crowded bus in Bangladesh. Governments are striving to address the growing
chiallenges of urbanization. To effectively help developing countries build their capacity
fobr environmental management. the World Bank must continue to strengthen its own
capacity for the task.



5. Equipping the Bank

The 1987 Bank reorganization marked the start of a major shift of
emphasis and resources toward the environmental aspects of the Bank's
work The previous Office of Environmental Affairs expanded into a
central Environment Department and four Regional Environment Divi-
sions. The momentum continued with subsequent improvements to the
internal environmental policies (see the list of environmental and social
operational policies in annex A). The World Development Report 1992:
Development and the Environment and an active program of research
enlarged the analytical basis for integrating economic development and
protection of the elnvironment and broadened the Banks environmental
polcy framework.

During the year, however, important questions were raised about the
overall performance of the portfolio of Bank-financed projects, and
recommendationsweremadeandaccepted forimprovingtheportfolio's
performance. The "Report of the World Bank's Portfolio Management
Task Foare" (the Wapenhans Report) conduded that, although portfolio
performance had been satisfactory during the past decade, with more
than 75 percet of projects having acceptable performance during im-
plementation, there had been a gradual deterioration in the quality of
the portfolio. The share of projects with "major problems" increased
from 11 percent in fiscal 1981, to 13 percent in 1989, and to 20 percvnt in
1991. Extensive discussion on how to reverse this decline followed, and
a plan of action was launched. Its main features are to move the man-
agement of projects under implementation to center stage, to involve
borrowers and communities more in projects to encourage ownership
and improve results, and to increase supervision and other resources to
help borrowers carry out projects more successfully. More emphasis will
be placed on the sustainability of projects, and internal changes will be
introduced to alter institutional behavior and attitudes.

The plan applies to all aspects of the Bank's work, including its
environmental activity. Although the evidence showed that the overall
performance of environmental lending was acceptable, the OED raised
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concems ab6ut the environmental performance of projects and how their
environmental components were caried out Furthermore, the Indepen-
dent Commission on Narmada (see chapter2) found serious deficiencies
in the implementation of the projects' resettlement and environmental
aspects. Taken together, all these reports emphasized the importance of
an accelerated movement by the Bank toward shifting attention and
resources to improved supervision and implementation of projects,
tailoring projects more realistically to the capacity of the country, and
stressing borrower ownership and partcipation.

Restructuring for Better Implementation

Influenced by the findings of the reports mentioned above, in the past
year the Bank modified its structure to strengthen its delivery of services
to borrowers. This restructuring rsonded to the growing demnand from
borrowers for Bank assistance on environmental issues and to the need
to strengthen internal monitoring and implementation, as noted abovea
The broader aim was to establish dearer lines of responsibility for
intemal guidance and extemal relations in the three main components
of the Bank's development and poverty reduction efforts: environmen-
tally sustainable development, human resources development, and pri-
vate sector development

The changes involved replacing the central Vice Presidency for Sector
and Operations Policy with three new vice presidencies: Environmen-
tally Sustainable Development (ESD), Human Resources Development
and Operations Policy, and Finance and Private Sector Development
These new central vice presidencies were charged with providing policy
guidance, operational support, and dissemination of best practices to
assist member countries and to improve project performance. At the
regional level, technical staff were realigned to better provide the wide
range of specialized services needed to prepare andsupervise projects.

The Vice Presidencyfor Environmentally Sustainable Development

The decision to establish the new vice presidency explicitly recognized
the need for a significant shift in emphasis from "development" and
"environment" as two separate perspectives to a fully integrated ap-
proach toward "environmentally sustainable development.' Three de-
partments were placed under this vice presidency-the Environment
Department; the Agriculture and Natural Resources Department; and
the TranSport, Water, and Urban Development Department. The man-
date of ESD is to help develop an effective response to three crucial
challenges: thechaUlenge offoodproduction, whichrequiresamajornew
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effort to improve agricultural productivity; the challenge of urbaniza-
tion, which calls for mobilizng special efforts in urban management to
provide more affordable housing and utility services and to control
pollution to create a healthy urban environment; and the challenge of
natural resource and ecosystem management.

Within ESD the Environment Department continues to be responsible
for coordinating the Bank's overall environmental policies and associ-
ated development approaches. Its tasks are to identify and disseminate
best practices for environmental management, provide technical and
analytical support to Bank operations, and coordinate relations with
outside agencies on environmental issues:-The director of the Environ-
ment Department has been designated Chief Advisor on Environment
to the President, and the department has been reorganized and ex-
panded from three to four divisions: the Land, Water, and Natural
Habitats Division; the Pollution and -Environmental Econonics Divi-
sion; a new Social Policy and Resettlement Division; and the Global
Environment Coordination Division (the coordinating unit for all GEF
investment projects managed by the Bank, as well as projects im-
plemented with resources from the Montreal Protocol Multilateral
Fund). The Bank's role as one of the ffiree GEU implementing agencies
also indludes responsibilityforthe overall administration of the GEE This
fLnction is vested in a separate division, the Office of the CEpAdministrator.

The other departments in ESD also have an important role in environ-
mental matters. In the Agriculture and Natural Resources Department,
anewNaturalResourcesDivisionhas been establishedtobetterpromote
environmentally sustainable management and use of soil, water, and
forest resources in borrowing countries. This new division is responsible
for helping operations staff to implement the new water and forest
policies adopted this year. The Infrastructure Departrent continues to
lead the Bank's work on sanitation and water supply, urban manage-
ment, and transport-related environmental issues.

TZhematic Teams

To deal with environmental issues crossing departmental lines, thematic
teams have been established in six areas: water resource management;
land management; the urban environment; social policy; indicators,
concepts, and methodologies; and the nexus of poverty, population,
gender, and the environment. These teams draw on zesources from the
three departments of ESD under a team leader Members are rotated as
the needs for skills change, providing expertise for projects, policywork,
and training with cross-sectoral and multidisciplinary dimensions. With
respect to the Bank's recently issued policy paper on water-resources
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management, for instance, the water resources thematic team is prepar-
ing guidelines to help borrowing countries put the principles enunciated
in that policy paper into practice. The social policy thematic team is
providing guidance on the Bank-wide policy on social impacts assess-
ment The thematic team on urban environmental problems is piloting
selected operations in major cities to develop best practice in addressing
urban enviromnental issues and is strengthening the treatment of urban
issues in NEAPs and project-level EAs. The work of the teams on concepts
and indicators is described in chapter 1.

Other Central Vice Presidencies

As part of the Bank's reorganization, the Vice Presidency for Finance and
Private Sector Development incorporated the existing Industry and
Energy Department and the Energy Sector Management Assistance
Program and is thus responsible for guiding the Bank's work on renew-
able energy and providing operational support on environmental issues
associated with the energy sector. The Development Economics ViLce
Presidency has established a division for research on environment,
agriculture, and infrastructure in the Policy and Research Department,
and the Human Resources Development and Operations Vice Presi-
dency is responsible for leading the Bank's policy and analytical work
on population, health and nutrition, education, and human resources
development

Other Specialized Units for Environment

The environmental work of the cental and regional environmental uniits
was supplemented by an expanded EnvironrmentaI Affairs Unit in the
Legal Department Ihe environmental capacity of the OED was also
expanded, as was the capacity of the Bank's EDI (see chapter 6). The
Bank's External Affairs Department also devoted considerable staff re-
sources to covering environmental issues.

Strengthening Environmental Capacity

Aspartof thelarger effortof thiereorganization toimproveBankcapacity
for sustainable development, actions are under way to build the Barik's
environmental capabilities. Expert environmental staff are being rede-
ployed and recruited to increase the environmentalexpertise at both the
regional and country levels of Bank operations and to meet growing
demand from borrowers. Further, an enhanced program of staff training
is substantially strengthening environmental skills.
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Regional Environmental Units

Within the regions, staff, including environmental staff, have been tras-
ferred from the technical departments to the country departments to
strengthen implementation capacity. This deployment of technical staff
enables the Bank to offer technical expertise more directly to the Bank's
borrowers. Technical departments retained their regional environmental
units, while some technical staff transferred to the central vice presiden-
cies to reinforce operational support and policy guidance. The four
regional environmental divisions continued to be responsible for re-
viewing and clearing environmental aspects of Bank-funded projects;
they also retained leadership on themes common witiin the region and
a project support role where specialized environmental expertise is
needed by country operations.1

Country Departnents

The environmental capacity of the country departments has also been
substantially strengthened by the reorganization, because many full-
time technical environment staff from the regional environmental divi-
sions were transferred to the country departments. Each of the
twenty-two country departments in the Bank now has an environmental
coordinator (commonly an environmental specialist) to serve as techni-
cal adviser and contact point for environmental issues and to coordinate
efforts across regions and with the central departments.

Moreover a growignumber of country deparfnentshaveestablished
environmental units or sections. This trend began in November 1989
with the creation of the environmental unit for the China Country
Department, and there are now nine such units, which generally contain
two or more professionally trained environmental specialists as well as
other full-time staff working on envirnmental issues. In the Indonesia
Country Department, for example, a three-person unit hasbeen created
to coordinate Bank-wide initiatives, to carry out environmental studies
and develop a pipeline of pollution control projects, and to- help the
sectoral divisions integrate environmental issues into their work pro-
gram. These environmental units are frequently merged with units
addressing other prominent sectoral concerns. For example, the
China/Mongolia Country Department has an Environment, Human
Resources, and Urban Development Division. The Brazil Country De-
partment has an Environment and Agriculture Division that brings
together interrelated concerns, especially in the Amazon region. In the
Europe-and Central Asia region each of the four departnents has desig-
nated a division to lead the work on the environment. The country
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department covering the Middle East also created an environmental urit
this past year.

Demand-driven growth in environmental work from the Latin Amer-
ica and Caribbean region is expected to speed creation of environmental
units in country departments that do not have them. The department
covering Mexico and- Central America is creating an environmental
section in which four higher-level staff are responsible for the country
strategy work.

Recruitnt of Environmental Staff

During the past twelve months the number of full-time environmental
staff and long-term consultants continued to grow to meet heavy new
demands arising in the Bank's operational work The central Envirn-
ment Department and four regional environment units now comprse
some 157 higher-level staff and long-term consultants, compared with
140 in fiscal 1992. This number does not reflect the total number of staff
years involved, however; environmental concerns have become more
integrated throughout the Bank's activities, and all task managers and
country officers now dedicate some time to environental issues. Most
important in gauging real progress on prcect operations is the growth
of environmental staff within country departments, where more than
thirty environmental specialists and long-term consultants now work
full-time on environmental matters In addition envirounmental staff
mcreased in other units of the Bank such as the EDI and the OED. Taken
together, more tian 200 environmental higher-level staff and long-term
consultants now work full-time on environmental matters in the Bank,
compared with 5 in the mid-1980s. At least the samenumber of technical
specialists in forestry, water and sanitation, energy, health, economics,
and other areas spend part of their time on envirormental issues.

ANTIn:CIATED DEMAND. Although these numbers show progress, there
continued to be significant constraints on staffing as demand for techni-
cal skills rose sharply during the year because of the inceased demand
from member countries, the Bank's new environmental commitnents
(for example, NEAPs and EAs), and the need for more intensive efforts to
improve the environmental quality of projects.

Lending for the environment is expected to continue to rise In South
Asia and East Asia, for example, it is expected to double from 1990-92
to 1993-95, and the number of EAS also is expected to double during the
next three years. The first generation of Bank-supported, stand-alone
environmental prcoects is only tree to four years old. The number of
such projects under implementation doubled in 1991 and again in 1992,
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requing substantially increased specialized skills for supervisior. Simn-
ilarly, as environmental policies have become operational, more cate-
gory A projects are reaching the implementation stage and require
special supervision. The number of completed NEAPs will nearly double
in the next twelve months. The demand for social inputs is similarly
rising; particularly the technical support for resettlement components.
The Bank and its borrowers face the relatively new challenge of encour-
aging public partcipation in projects. All of this highlights the need for
bolstered interal environmental capacity and technical experise.

ASSESSMENT OF STAFFNG NEEDS. This year a Bank-wide assessment of
environmental staffing needs was completed. It identified the need for
an additional sixty-five positions during the next three years, to be
divided fairly equally among pollution, natural resource, and social
disciplines. Because the skills required are highly technical, it was rec-
ognized that rather than redeploying staff, additional staff would have
to be recruited. To meet this need, the president of the Bankhas endorsed
the creation in 1994 of twenty-seven new positions for technical environ-
mental speciaists and twelve new positions for social scientist.

It was noted that throughout the Bank not only the quantity of
environmental staff but also the quality and tpes of expertise available
needed more attention. More emphasis was required on recruiting well-
qualified candidates with relevant development experience in the region
and subject areas involved. In response to these special recruitlment
needs, the Personnel Departmet has instituted a system of staffing
groups that help to provide skills-mix profiles to improve recruitment,
training, and career development The system, which is in the early
stages of implementation, is expected to help the Bank consider an
intemational pool of candidates, draw up stronger lists of qualified
candidates, and successfully recruit the best-qualified and best-matched
candidates. A technical panel also has been established to screen all
promotions of staff to senior erLvironmental and social science positions.

Environment Trainingfor Staff

In addition to redeployment and recruitment of environmental exper-
tise, the Bank has also given increased emphasis this yearto training staff
in environmental issues. Efforts focused on integrating resource man-
agement concerns into Bankwide sectoralactivities as well as addressing
environmental and social issues in country and regional operations.

BANKDE 2UNING. Training in environmental and social issues is the
fastest growing sector in the work program of the bank's Traiing
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Division. Additional regional training efforts for specialized needs also
have increased. During the past twelve months the Traiing Division
conducted twenty-three courses in environment, averaging about two
days each and reachingmore than 500 staff throughout the Bank. Signif-
icantly increased attention was given to sector-specific LA, environmen-
tal economics, and resettlement (table 5-1). The environmental
economics courses were among those reaching the most Bank staff. They
span the entire range of environmental interactions associated with Bank
activity from the microeconomic level through to the economywide or
macroeconomic levels. Of particular importance are improved applica-
tions of economic valuation techniques in EA to improve project design
andcost-benefitanalysis. The principal mode of trainingin these courses
was best-practice examples, highlighting state-of-the-art analytical tech-
niques and methodologies.

Table 5-1. Intemal Training Courses for Bank Staff
on Environmental Issues, Fiscal 1993

Sector-specific environmental assessnsent
Environmental assessment for agriculture staff
Environmental assessment for traport staff
Environmental assessment for water and sanitation staff
Environmental assessment for urban staff
Environmental assessment for industry staff
Enviromental assessment for energy staff

Environmental econonies and impact analysis
Introduction to environmental economics
Economic analysis of environmental impacts
Economywide policies and the environment

Special issues
Participatory forestry management
National envirornmental action plans
Water resources management
Indigenous peoples and economic development
Involuntary resettlement workshop
Environmental legal procedures
Legal issues in resettlement and rehabilitation
Resettlement workshop for agriculture and environment
Issues of environmental sustainability for Africa

Introduction to consxptual issues
Seminar on envirornental sustainability in developing countries
Workshop on sustainable environmental resource management
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COUNTRY AND REGIONAL TRAINIG. In addition each of the Bank's six
operational regions increasingly provided its own environmental train-
ing, ranging from short, specialized seminars with technical speakers to
one- or two-day technical workshops. These activities addressed the
specific needs of the countries or regions. For instance, the Regional
Environment Division of the Latin Amerca and the Caribbean region
collaborated with the EDI in seminars on EA for government and private
sector audiences in borrower countries (such as Argentina, Honduras,
and Paraguay) and provided intensive, short-term, project-specific train-
ing to the in-country teams carrying out EAS on category A projects and
some category B projects. In the Europe and Central Asia and the Middle
East and North Africa regions, EA training was provided to Bank staff,
personnel from borrowing countries, and consultants. During the year
such seminars were held in Estonia, Hungary, Iran, Latvia, and Lithua-
nia. The Mediterranean Environmental Technical Assistance Program
(see chapter 1) also conducted extensive training, and its regional staff
and the Urban Development Division within the Transportation, Water,
and Urban Development Department jointly conducted training on
urban environmental audits. Regional training in Asiahas focused heav-
ily on industrial pollution and forestry management issues. The Africa
region has been particularly active in providing training and materials
on the development of NEAPS.

ASSESSENT OF TRAINING NEEDS. As withstaff capacity, theneed forstaff
environmental training was also assessed. It was recognized that, build-
ing on experience to date, more systematic core environental training
was needed throughout the Bank to ensure that existing generalist staff
would be better able to deal with basic environmental issues, that
general economiists could continue to upgrade their environmental eco-
nomics sldls, and thattechnical staff couldbe keptcurrent in this rapidly
expanding area. The program of the Training Division, which had been
operating as a pilot program for two years, needed to be expanded and
regularized. The future program will include a flagship course, "Funda-
mentals in Envirorunental Management," complemented by more fo-
cused core courses in basic environmental economics, valuation
techiques, and the environmental impact analysis of economywide
policies. Critical skills courses will address issues of involuntary reset-
tlement, indigenous peoples, industrial pollution, and conservation of
biological diversity.

There is still a great deal to leam about environmental management,
and the Bank remains on a steep learning curve. The analytical literature
on the subject in developing countries is doubling every eighteen
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months. Thus an important part of staff training and skills maintenance
is the availability of best-practice materials, updated guidance in such
areas as industrial pollution, and improved analytical tools to under-
stand environmentally sustainable development. The bibliography lists
major Bank publications and working papers published since June 1992
in these and other areas. During the cominng year increased attention will
be paid to writing industrial pollution guidelines and practical hand-
books in such areas as-natural resources management, including social
factors, and environmental valuation. Several poliy, guidance, and
best-practice products will be prepared jointly by different environmen-
tal units and other sectors (such as agriculture, health, energy; infrastruc-
ture) and by the cross-sectoral thematic teams.

Note

1. In Africa, the former Regional Envimnmnent Division was merged into a
new Environmentally Sustainable Development Division with three units: an
environmental unit (the former Regional Environrment Division), an agriculture
and natural resours unit, and a transport and urban development unit. Each
unit has a unit chief. In the Technical Department for Europe and Central Asia
and theMiddleEast and North Africa Regions, the formerEnvironmentDivision
was retained and, in addition, three other groups were established to parallel the
three central vice presidencies: an Environmentally Sustainable Development
Group, a Human Resources andSocial DevelopmentGroup, and a Private Sector
Development and Finance Group. In the East Asia and Pacific and the South Asia
Regions, the former Environment Division was expanded to an Environment
and Natural Resources Development Division encompassing environment, ag-
riculture, and transport and urban development. In that department, resettle-
ment was moved to the Human Resources Development Division. Finally, in the
Latin America and the Caribbean Region, the former Environment Division
continued under the same general structure.
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6. The World Bank and the -
International Community

Implementing the Bank's expanding environmental agenda requires
building partnerships and improving communication with the interna-
tional community. As global environmental problems and awareness of
them have grown, Bank shareholders as well as the general public have
become more active in expressing their views about what action on the
environment is expected from multilateral financial institutions such as
the Bank. At the same time, as the Bank's environmental experience has
grown, there have been more lessons to share and technical challenges
to face, calling for partnerships with specialists outside the Bank. This
year the Bank has had to be particularly active in discussions with
shareholder governments, NGOS, and the media. The follow-up to the
Earth Sumnit, the iDA-lO replenishment negotiations, and events sur-
rounding the Sardar Sarovar (Narmada) project have all warranted
serious discussions on the Bank's environmental responsibilities.' Such
events further underscored the benefits of a more proactive Bahik strat-
eg toward increased transparency and external collaboration. This
chapter looks more closely at the Bank's relations with the international
community. It discusses the Bank's place among international organiza-
tions in the year following the Earth Summit, its outreach to regions and
countries, the training offered to borrowing countries by the EDI, work
with NCOs, and communication efforts with the broader public.

Interagency Cooperation

The challenges of integrating environmental concerns into development
efforts are too complex for independent or isolated approaches, and
cooperation and collaboration are increasingly essential for effective
planning, inplementation, and operation of sustainable development
initiatives. During the past year much of the Bank's environmental work
was done in close collaboration with other developmentinstitutions and
agencies at the multilateral, bilateral, and regional levels.

145
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International

This year the Bank has been active in efforts to improve the UN system's
response to Agenda 21. The Bank participated in the UN Task Force on
interagency follow-up to the Earth Sumnuit and was active in the Inter-
Agency Commiittee on Sustainable Development to improve coordina-
tion and cooperation within the UN system in implementing Agenda 21.
Senior managers participated at the first meeting of the UN Conunission
on Sustainable Development in June 1993 and will continue to work
collaboratively with the new UN Department for Policy Coordination
and Sustainable Development of the Office of the Under-Secretary Gen-
eral. The Bank will also continue to participate in technicalmeetings with
other international and bilateral partners on how to implement specific
areas of Agenda 21, particularly the new and future conventions in
biodiversity, climate change, and desertification.

The Bank continued to participate in the Committee of Intemational
Development Institutions for Environment, a group of seventeen agen-
cies created in 1980 and chaired by UNa' 2 The Banks work on environ-
mental economics with the committee is discussed further in chapter 1.

Regional

An important feature of the Bank's outreach to the international com-
munity has been greater communication and collaboration, particularly
with regional development banks, to ensure compatible and reinforcing
strategies in the regions. For instance, the Bank's Latin America and the
Caribbean region hosted a regional interagency workshop on- indige-
nous development initiatives; participants included the Inter-American
Development Bank (IDe), the International Fund for Agricultural Devel-
opment, the International Labor Organization, and the Economic Com-
mission for Latin America and the Canbbean. The workshop resulted in
a major new initiative to assist preinvestment activities designed to
strengthen indigenous organizations and their management capabili-
ties, human resources formation and information, and research dissem-
ination. In December 1992 the same region sponsored a joint workshop
between the regional environment divisions of the World Bank for Latin
America and tie Caribbean and counterpart environmental technical
divisions in the IDB to improve coordination and communication on
environmental policies, technical assistance, environmental assessment,
and the preparation of NEAPs.

World Bank collaboration with regional banks also has become in-
creasingly important at the project level with cofiancing of environ-
ment projects and environment components of projects Within Latin
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America, joint financing efforts with the IDB include support for prepa-
ration of NEAwS. Work with regional organizations on policy also has
grown. Tne Bank has active liiks with the European Commission and
European Parliament and has continued to partcipate in the Develop-
ment Assistance working party on Development Assistance and Envi-
ronment of the Organization for Economic Cooperation and
Development Emerging areas for joint action for this working party and
the Bank include collaboration on national plans for sustainable devel-
opment, donor cooperation on environmental assessment, economics
and environment, and capacty development in environment

As noted in chapter 1, the Bank has embarked on several regional
cofinancing and collaborative efforts. The Metropolitan Environmental
Improvement Program (supported by the UNDP and the World Bank)
focuses on institution building in five large Asian cities; the Mediterra-
nean Environmental Action Program (sponsored by the European In-
vestment Bank and the World Bank), on regional land-based
environmental issues; and the Central and Eastern Europe Envirormen.-
tal Action Program (supported by the World Bank and European do-
nors), on a regional environmental framework of priorities for input into
national plans. Similarly, under the joint auspices of the Bank, the UNDP,
and the United Nations Center for Human Settlements, the Urban
Management Program promotes appropriate policies and provides as-
sistance thiough partnerships at the city leveL

Bilateral

In the past year the Bank has strengthened partnerships with bilateral
donor agencies worldng in environment and development and has
unproved communidcation with the legislatures of their home countries.
Senior management increased visits to donor capitals to exchange views
on priorities and approaches to environmentally sustainable develop-
ment During these visits meetings were arranged with parliamentari-
ans, government officials, NGos and the media. Discussions included
follow up to the Earth Summit, the role of the new Vice Presidency for
Environmentally Sustainable Development, and techical issues relat-
ing to sustainable development.

Operationally, Bank collaboration with bilateral organizations in spe-
cificenvironmentalactivitiesgrew boththroughproject cofinancingand
increased donor trust funds for environment Among the twenty-three
fteestanding environment projects listed in annex B, about 20 perct
had bilateral cofinancing components. Such arrangements provide in-
creased opportunity for exchanging information and experience among
technical envirorunental staff of the Bank and donor countries;
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-Donor consultant trust funds for environment have provided a major
support for the Bank's environmental work in recent years, facilitating
use of donor environmental specialists and increased technical dialogue
among institutions on environmental priorities and best practices. Be-
gining about three and a half years ago (the first fund was provided by
the Norwegians in December 1989), consultant trust funds provided by
donor governments specificaly for environrmental activities have grown
tosuch an extent that,by the end of June l993,e vironmentwas themost
emphasized sector by volume of funds, some $6.7 million, followed by
agriculture with $4.4 million. During the past twelve monts consultant
trust funds for environment from industrial countries were provided by
Belgium, Canada, Finland, the Netherlands, Norway, and Sweden. India
and Pakistan also have consultant trust funds that can be used for
environmental work of country nationals.

In addition special funds have been established under World Bank
trusteeship. One example is the Rain Forest Trust Fund, which supports
the Pilot Program to Conserve the Brazilian Rain Forest. As of June 30,
1992, this trust fund had total commitments of about $58 million from
Canada, the European Communit, Genmnany, Japan, the Netherlands,
the United Kingdom, and the United States. Cofinancing pledged forte
program totals some $280 million (see chapter 4 for more on the pilot
program).

Another important source of targeted donor finance is the Policy and
Human Resources Development Fund for technical assistance, financed
by Japan. During the year this fund continued to provide technical
assistance in support of Bank projects and programs with an emphasis
on improving the quality of projects entering the Barnks portfolio. One
of the priority sectors of the fund is environment. Since June 1992 tiirty
grants totaling $22.4 million were approved for technical assistance in
the preparation of environment projects expected to be financed by the
Bank

Borrower Training and the Econonic Development
Institute

The Bank's EDT has become an important way for the Bank to communi-
cate about the environment with its borrowers and the interational
community. As Bank environmental policies and requirements have
expanded, along with increased environmental awaxeness among bor-
rowers, demand for environmental trainingbytheEDT-has grown among
borrowers in all regions of the Bank To better meet this demand, the EDI

allocated additional resources to its program of environmental training
including resettlement Thme environmental specialists were appointed
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to its Agriculture and Rural Development Division, which was renamed
the Agricultur- and Environment Division. Formal and informal ties
with operational units, especially those dealing with environment, and
the central Envirorunment Department wvere strengthened through in-
creased consultations on the EMrs envirorumental training strategy. In
addition a marked increase in bilateral and multilateral cofinancing of
the EDI's environmental training has provided additional resources and
expanded the scope of its work.

The emphasis of the ED's environmental training this year has been
on strengthening borrowers' institutional capacty to manage environ-
mental change. Environmental'planning concepts and assessment skills
have been particularly prominent in the several training activities that
the EDI organized for senior policy advisers and decisionmakers. Train-
ing activities also included seminars on development policy and envi-
ronment as well as sectoral environmental training in forestry and
energy (table 6-1). Recognizing the role of NGOs in development, the EDT
also carried out several seminars with NGOs in developing countries, as
discussed below.

Conference on Environmentally Sustainable
Development

To bring together specialists, practitioners, and policymakers on envi-
ronmentaly sustainable development, the Bank is planning the first
Annual Enternational Conference on Environmentally Sustainable De-
velopment for September 1993. This conference will consider issues
central to environment and development in the world after the Earth
Sumnmt, including lessons of experience in the transition from policy to
practice and discussion of innovative approaches to environmentally
sound economic development The annual conference will take place at
the time of the annual meetings of the International Monetary Fund and
the World Bank to attract the attention of government leaders from both
developing and midustrial countries. It will provide a forum for the most
knowledgable specialists and practitioners to exchange ideas on state-
of-the-art economic and financial tools, theories, and practice to help
achicve environmentally sustainable development.

The World Bank and the NGO Community

The Bank's relations with NGOs continued to expand in depth and
magnitude in fiscal 1993 at both the policy level and through Bank-sup-
ported lending operations. The Bank continues to workwith developing
country member governments to increase the. involvement- of NGOs,
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Table 64L Environmental flaminig Activities of the Economic
Development nstitute, Fiscal 1993

Environmental seminfr or uorkshop
Date Location for borrowe

1992
July Washington, D.C. Worldwide Seminar on Energy

Managemnent and the Environment
November Egypt Regional Semiunar on Development for

Policy and the Environment
Ethiopia Regional Seminar on Energy Policy and the

Environrment
Malaysia International Seminar on Economic

Development and Environmental
Management

Malaysia Regional Seminar on Nadonal Forestry
Management for Sustainable

Development
Egypt National Seminar on Energy Investmet

and the Environment
December Egypt Regional Seminar on Environmental

Assessment for Arab States

1993
January Thailand Collaborative Approaches Seminar

Regional Context for Envifonmental Policy
February Thailand Regional Consultative Meeting on

Biodiversity Conservation
March Bolivia Expert Group on Amzonian Biodiversity

Conservation
April Hungary Regional Seminar on Energy Sector and

Environmental Issues in Easerm Europe
May Washington, D.C. Former Soviet Union Energy Project

Analysis and Management Seminar
June Argenfina National Seminar/tWorkshop on-

Environmental Impact Assessment
Paraguay National Seminar/Workshop on

Environmental Impact Assessment
Turkey Regional Seminar on Environmental Impact

Assessment for-Arab States

especially in the early stages of project planning and design, to improve
the quality of Bank support to developing- countries and to share the
benefits of emerging lessons of experience.

During the past year the Bank has faced considerable criticism from
environmental NGOs on matters of policy and environmentally sensitive
projects. Nonetheless collaboration between the Bank and NGOs at the
project level has- increased substantially from past years. Growimg evi-
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dence from the OED's report, Annual Review of Ewluation Resultsfor 1991,
reinforces the Banks strong conviction that significant involvement of
local -beneficiary organizations (including local NGOs) improves the
performance and.sustainability of projects. In fiscal 1993 seventy-three
Bank projects-representing 30 percent of all new projects approved this
year-involved collaboration with NGOS. Of these, 62 percent involved
grassroots organizations, 84 percent included national intermediaries,
and 55 percent involved intemational NGOs. NGOs were involved most
heavily in projects concemed with population, health, and nutrition (64
percent); agriculture and rural development (53 percent); and water
supply and sanitation (42 percent). Participation by NCOs in Bank pro-
jects overall is expected to continue in about 30 to 40 percent of projects
approved by the Bank each year.

At the policy level, the NGO-Bank Committee, cieated in 1982, contin-
ued to meet on a broad range of issues, induding poverty reduction,
popular participation, structural adijustment, and environment. At the
committee's twelfth annual meeting in Washington, D.C., in October
1992 a session discussed follow-up to the Earth Sumniit, and an NCO-
Bank Steering Committee meeting in Managua, Nicaragua, in May 1993
was devoted to the joint evaluation exercise. Other consultations with
NGOS included discussions on Bank policies on forestry, water resource
management, energy efficiency, biodiversity, and agriculture. In recog-
nition of NGO concerns about future iDApriorities, the Bank arranged for
a group of developing country NGO leaders to meet with IDA deputies
andseniorBankstaff inWashingtonto express ir concerns aboutBank
environmental policies. Although-the group had strong criticsm of
certain Bank activities, they also stressed the iziiportance of full IDA
replenishment.

International and developing country NGOs are also takdng part in an
increasingnumberof Bankoperations and activities, providing technical
experdse on the environment and playing an important role in facilitat-
ing effective participation in the design, preparation and environmental
assessment of projects. Examples include the UttarPradesh Sodic Lands
Reclamation Project in India, which finances the support of intermediary
and grassroots NGOS to help organize beneficiary participation in the
reclamation of about 45,000 hectares of farmland. In Ghana, Madagascar,
and Nigeria NGOs participated inthe development of the NEAws and aze
also involved in Bank-financed government projects to. implement the
plans. For instance one of the components of the Bank's Ghana Environ-
mental Resource Management Project is a GEF coastal wetlands praject,
which supports environmental education provided b an NGO. n an-
other case, the Guinea NEAP is being prepared by an NGO, "Guinea
Ecologie." In Indonesia the govenmuent was particularly interested in a
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community-managed, demand-driven approach to the Water Supply
and Sanitation for Low-Income Communities Project Major NGOS in the
water sector were invited to subrnit proposals, and two, CARE Indonesia
and Bina Swadaya, were selected for project preparation in five prov-
inces. Moreover, in the Russian Federation Oil Rehabilitation Project, the
Socio-Ecological Union, the largest NGO in Russia, was involved in
preparing the Environmental Impact Statement During the process it
consulted with othernational and local NcOs and inparticular with those
who have begun to represent the concerns of indigenous peoples.

Efforts to improve the sharing of information with NGOS also were
made this year. The computerized database of the Banks NGO Resource
Center has been regularly updated, and it now contains current and
comprehensive infonnation on more than 6,000 NCOs worldwide. This
year, the Bank's Monthly Operational Summary of Bank and IDA Proposed
Projects was mailed to 420 NGO subsacibers around the world, and the
Environment Department increased the distribution of its quarterly
newsletter, Environment Bulletin," toabout 10,000 NOos (up from.6,000
last year) (see below).

Finaly, the EI continues to work with N140 to increase their role in
poverty alleviation, both through cooperation with, or partcipation in,
offical (govemment and donor) programs and through their own inde-
pendent activities. National or regional workshops that dealt with ways
for governments and NGOs to cooperate to improve development pro-
grams were undertaken in the areas of health, resettlement, and man-
agement of water resources. With cofinancing from donors, including
the govemments of Japan and the Netherlands, the EDI also supports
multiyear institutional development programs led by NGOs. The princi-
pal programs address urban poverty in Latin America, strategic plan-
ning in francophone Africa, poverty alleviation in Africa, and women as
entrepreneurs. These programs are either organized by local NGOS or
conducted in close collaboration wit them. They have the dual aims of
increasing the effectiveness and efficiency of NCO programs ancd of
building training capacity in developing regions to serve NGOs in the
long termn

Communication with the Broader Public

The growing number of publications related to the environment and
other information materials being produced on Bank environmental
policy and projcts, research, case materials, and best-practice guidance
are inportant tools for communicating with the general public The
bibliography lists publications produced in the past year that address
environmental and social issues in development These materials cover
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a widening range of subjects. The "Environmental Bulletin," which
provides highlights of environment projects, current events, con-
ferences, workshops, and other publications, is published quarterly
by the Environment Department. The bulletin is the most widely
disseminated publication, with a readership of 25,000-including
NOOS, UN agencies, governents, academics, and individuals. The
technical publication in most demand this past year was the World
Development Report 1992: Development and the Environment, with more
than 90,000 copies distributed worldwide. Another broadly dissem-
inated publication, the Bank's Monthly Operational Summary of Bank
and IDA Proposed Projects, now sent to more than 1,800 subscribers
worldwide, contains an annex, prepared every quarter, of detailed
environmental information for projects with environmental impacts
that are potentially significant. A new Bank-wide environment pub-
lication series started during the year, The World Bank Environment
Papers, is intended to communicate quickly the latest results of the
Bank's environmental work. to the development community.

At the country and regional levels, each of the regional environment
divisions this past year began to produce an environment newsletter
with highlights of their work. Some have started an environment paper
series, such as the African Environmental Assessment Working Paper
Series Similarly, the Environment Division of the Latin America and the
Caribbean Technical Department initiated a series of dissemination
notes to share the results of key environmental operational and analyti-
cal work

The Bank's External Affairs Department also continued to develop
information materials for international agencies, parliamentanrans,
NGOS, and the media, giving increasing priority to the environment in
the Bank's outreach activities. Among other efforts, the department
prepared Information Briefs on specific environmental topics (for exam-
ple, the GEF, biodiversit and the environment and development). It also
produced several environmental documentary films during the year.

" 'Development and the Environment: A New Partnersip" offers a
broad overview of the issues raised in World Development Report
1992: Developmentand the Environment and discusses ways in which
sustainable development could take place effectively in the after-
math of the Earth Sununit.

* "Global Environment Facili*t describes the function of the GEF in
the midst of growing global environmental problems.

e"Rond6nia: The End of the Road?" looks at the ways that the
govenmment of Rondonia is now tying to protect the valuable
Amazonian Rain Forest while at the same time providing essential
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services and a means of living to the many thousands who have
moved there in the past twenty-five years.
"Orangi: Streets of Hope" describes the initiatives taken by the
members of a low-income neighborhood community in Karachi,
Pakistan, to provide themselves with sanitation and clean water
when the govemment was not able to assist them.

Finally, it was agreed during the fiscal year to make envionmental
assessments and environmental analysis of IDA-funded projects avail-
able to the public at Bank headquarters in Washington, D.C., and in field
offices beginning in July 1993, after the information has been made
available in the borrowing country. During the year the Bank also.
initiated extensive internal review and analysis of its overall information
disclosure policy, in place since 1989, with a view to broadening the
transparency of its operations.

In August 1993 the Bank established a new policy, effective January 1,
1994, to broaden further general dissemination of information on its
activities, enhance the quality of its work and strengthen public under-
standing of it. Among other tiings, this new policy will make more
factual information about projects, including environmental informa-
tion, publicly available during project preparation and extend public
access to IBRD environmental assessments through Bank headquarters
and field offices after the assessments have been made available in
the borrowing country.

Notes

1. As the concessional lending armn of the World Bank Group, IDA'S funding
base is replenished every three years by special pledges conditioned on perfor-
mance expectations that are negotiated in advance.

2 The seventeen nenbers of the conmittee include the African Developmnent
Bank, Asian Development Bank, Commission of the European Communities,
European Investment Bank, Inter-American Development Bank, Interna-
tional Fund for Agricultural Development,-World Food Programme, Food.
and Agriculture Organization of the United Nations, Caribbean Develop-
ment Bank, Caribbean-American Bank for Economic Integration, Arab Bank
for Economic Development in Africa, European Bank for Reconstruction and
Development, Nordic Investment Bank, Organization of American States,
United Nations Development Progranme, World Bankc, and United Nations
Environment Programmne.



Annex A. Environment-
and Social-Related

Operational Policies
and Directives

Beginning in fiscal 1993 and during the next three years, existing Oper-
ational Directives (ODs) will be revised and incorporated into a new
system of operational policies and procedures The ODs and operational
policies that guide the Bank's work on envirorunental and social isues
are described briefly below.

Primary ODs on Environment and Social Issues

-D 4.01 Environmental Assessment

This directive outlines Bank policy and procedures for the envi-
ronmental assessment and environmental analysis of Bank lend-
ing and operations. Environmental consequences ahould be
recognized early in the project cycle and taken into account in
project selection, siting, planning, and desigr.

o D4.02 Environmental Action Plans

This directive outlines Bank policy and procedures for preparing
national environmental action plans by borrowing governments.
It is Bank policy to foster preparation and implementation of an
appropriate plan in each country, reflect the findings and strate-
gies of the country's plan in Bank work, and provide technical
assistance as requested. The plan aims to identify key environ-
mental problems, set priorities for dealing with them, and iden-
tify appropriate investments

155
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OD 4.03 Agricultural Pest Management

The Bank's policy promotes effective and environmentally sound
pest management practices and advocates the use of integrated
pest management techniques in Bank-supported agricultural de-
velopment projects.

OD 4.20 Indigenous Peoples

This directive provides policy guidance to ensure that indigenous
people benefit fom development projects and to avoid or miti-
gate adverse effects of Bank-financed development projects on
indigenous peoples.

OD 4.30 Involuntry Resettlement

This directive describes Bank policy and procedures on involun-
tary resettlement, as well as the conditions that borrowers are
expected to meet in operations involving involuntary resettle-
ment. Where large-scale population displacement is unavoidable,
a resettlement plan, timetable, and budget are required. The
policy aims to ensure that the population displaced by a project
is provided with the means to improve, or at least restore, their
former living standards, eaming capacit3r and productivity levels.

oP 4.36 Forestry

This policy statement provides guidance to Bank staff involved
in forestry projects, detailing that the Bank will not finance com-
mercial logging operations or acquisition of equipment for use in
primary moist tropical forests; in forests of high ecological value
it will finance only preservation and light, nonextractive use of
forest resources. Objectives are to provide for a sustainable stream
of direct or indirect benefits to alleviate poverty and to enhance
community income and environmental protection.

OD 9.01 Proceduresfor Investment Operations under the Global
Environment Facility

This directive describes the steps in addition to standard Bank
investment lending procedures-including environmental
assessment-required to process GEF operations.
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OD 4.OOB Environmental Policyfor Dam and Reservoir Projects

This annex sets out policy for dam and reservoir projects and
codifies best practices, including preparation of preliminary re-
connaissance to identify potential environmental effects and as-
certain the extent of needed environmental studies and actions.
The policy requires creation of an independent panel of environ-
mental experts for large dams and other projects with major
environmental implications. Adverse environmental impacts
shuald be avoided, minimized, or compensated for wherever
possible during project 4esign (such as modifying dam location
or height) and by measures implemented as part of the project

Operational Policy Note 11T02 (Under revision to OP 4.04)
Wildlands: Their Protection and Management in Economic
Development

Bank policy is to support projects which protect and enhance
wildilands and to support projects where wildlands may be oth-
erwise affected only so long as appropriate conservation measure
are incorporated, including measures to avoid conversion of
wildlands of special concen.

Operational Policy Note 71.03 (Under revision to OP 4.25)
Management of Cultural Property in Bank-Financed Projects

Bank policy is to assist in the preservation of cultural properties
where they are part of a Bank-financed operation, and to avoid
their elimination. The Bank normally declines to finance projects
that will significantly damage non-replicable cultural property,
and assists only those projects that are sited or designed so as to
prevent such damage.

ODs Thal Support Environmental Goals

OD 8.41 Institutional Development Fund (IDF)

This directive descibes the purpose and use of the fund as a smal
grant facility for financing technical assistance for institutional
development work in policy reform, country management of
technical assistance, and areas of special operational emphasis,
such as the environment.
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OD 14.70 Involving Nongovernmental Organizatons in
Bank-Supported Activities

This directive sets out a framework for involving NGOs in Bank-
supported activities and provides staff with guidance on working
with NMOS, including those organized to address environmental
and social issues.

ODs with Environmental References

OD 2.00 Country Economic and Sector Work

This work analyzes the macroeconomic and sector development
problems of bonrower countries. As the long-term quality and
sustainability of development depends on other factoxs in addi-
tion to economic ones, country economic work may also focus on
questions of the environmental effects of altemative policy options.

oD 2.10 Country Strategy Papers

These papers are the primary vehicle for the planing and review
of the Banks country assistance strategy. Areas of special empha-
sis, such as environment, may be integrated in the discussion of
developmentissues and policy agenda in the county. The papers
should also recommend and justify the overall Bank assistance
strategy in terms of expected impact on country objectives, such
as environmental protection.

OD 2.20 Policy Framewark Papers

These papers are vehicles for govemments to reach agreements
with the Bank and hitenational Monetary Fund on the broad
oudine of medium-term programs to overcome balance of pay-
ments problems and foster growth The papers should maintain
an adequate balance in the coverage of social and envirorunenteal,
as well as macroeconomic, sectoral, and institutional issues, and
set out priorities for actions in key policy areas, induding envi-
rormt

OD 4.15 Poverty Reduction

This directive summarizes policy and guidelines for operational
work in poverty reduction. Attention is given to the impact of
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sector polices on the links between environmental issues and
poverty.

oD 8.40 Technical Assistance

Bank policy and procedures for technical assistance include prep-
aration and implementation support for environmental action
plans, various phases of the project cycle, and environmental
assessment. Institutional development assistance may address
the need to strengthen capacity for environmental analysis and
enforcement.

OD 8.60 Adjustment Lending Policy

Analysis of adjustment programs considers implications for the
environment Bank staff should review the envirormental poli-
cies and practices in the country, take into account the findings
and recommendations of such reviews in adjustment program
design, and identify the linkages among the various reforms in
the adjustment program and the environment.

OD 9.00 Prossing of Investment Lending

This directive summarizes Bank procedures aand documentation
required for investments and loans, including projects with envi-
ronmental objectives and components, and provides guidance to
Bank staff. Procedures include determination of project environ-
mental category, type and timing of an environmental assess-
ment, and envirorunmental issues to be examined. This is followed
by discussion of a project's environmental impact, main findings
of the environmental assessment, consultation with affected
groups, and feedback to these groups on the findings of the
assessment.

oz 13.05 Project Supenision

This directive summarizes Bank procedures for project supem-
sion, which includes preparation of a supervision plan for each
project and discussion with the borrower during project ap-
praisal. The plan should cover the supervision period and include
aspects of the project that require special Bank attention during
supervision, e.g., environmenta



Annex B. Projects with
Environmental Objectives

and Components
Approved in Fiscal 1993

This annex provides details on projects approved by the Bank's Board
of Directors from July t, 1992, to June 30,1993, that havcr environmental
objectives or components. The list illustrates the diversity of environ-
mental concerns addressed by Bank projects and includes both "primar-
ily" environmental projects (titles in italics) and projects with
"significant environmental components." Projects are considered "pri-
marily" environmental if either the costs of environmental protection
measures or the environmental benefits accruing from the project exceed
50 percent of the total project costs or benefits. Projects are ccrnsidered to
have a "significant environmental component" if the environmental
protectian costs or benefits exceed 10 percent of total project costs or
benefits. Dollar figures provided for "primarily" environmental projects
represent the Bank share (IBRD loan or iDA credit) of the total project cost

Coun2y ProjectEnvironmental component

Africa
Gabon Forestry and Represents first phase of a long-term effort

Environment toward rational use of the natural resource
Project base. Aims to restructure and strengthen
(IBRD $22.5 million) the capacity of the Ministry of Waters and

Forestry and the Ministry of Environment
for planring, monitoring, and supervision;
make forestry and environment training
more applicable to private sector and
conservation needs; support forestry and
environment research activities; prepare
and implement a management plan in the
depleted coastal zone area; and support
govemment creation and maintenance of
wildlife reserves.
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Country Project Environmental component

The Gambia Agricultural Increases agricultural productivity and
Services income growth through institutional
Project strengthening for agriculture sector plan-

ning managementanalysis, and extension;
improves research and training; and pro-
motes :elf-reliance and farmer empower-
ment

Ghana Enwronment Supports implementation of the NTAP by
Resource strengthening institutional and technical
Management, capabilities required for effective environ-
Proiect mental monitoring, policy formulation,
(IDA $28.1 million) and coordination. Includesdevelopmentof

Environmental Resource Management
System for central and regional coordina-
tion, regulatory, and tenurial functions;
development of methodologies to mini-
mize land degradation through commu-
nity and famner plarnning and management,
and demarcatdon and management of five
coastal wetlands sites, including inventory,
monitoring, public education programs,
and studies.

Kenya Second Agricul- Includes support to develop the institu-
tural Sector tional capaci ty to prepare and implement a
Management NEAP.
Proiect

Malawi Agricultural Expands agricultural extension services
Services for reource-poor smallholders to include
Project more integrated information on farm

management, land resources and conser-
vation, and agroforestry and provides
livestock and envirormental training to
farmers.

Mozambique Maputo Reviews the existing standards of occupa-
Corridor tional health and safety and pollution
Revitalization abatement; examines liability issues sur-
Project. rounding the environmental management

of the transport system in the corridor and
recommends environmental standards;
and assesses the investmnents required to
comply with those standards.

Rural Provides information about land use
Rehabilitation and supports the development of land
Project policies to provide more secure tenure for

smallholders.
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Country Pwject Environmental component

Nigeria Lagos Drainage Supports the preparation of plans, feasi-
and Sanitation bility studies, and design for improved
Project human waste and wastewater disposal, as

part of a larger effort to improve living
conditions and economic functioning in
Lagos.

Second Multi- Includes support to build technical capa-
State Roads city at the state level to assess the environ-
Project mental impact of road projects.

Seycheles Environment-and Aims to imnprove the basis for sustained
TransportProject growth of tourism while preserving or
(IBRD $4.5 million) restoring envirorunentally sensitive areas.

Supports implementation of theSeychelles
Environmental Management Plan,
preparation of a water resources study and
management plans for outer islands and of
marine resources management plans, and
includes organizational review of the
Division of Environment GEF component
supports biodiversity conservation and
marine pollution abatement.

Sierra Leone Freetown Upgrades urban infrastructure by provid-
hnfrastructure ing sanitary and solid-waste disposal
Rehabilitation facilities, garbage collection and disposal
Project facilities, and technical assistance for solid-

waste management

Asia
China Agricultural Strengthens agricultural extension services

Support Services through improved agricultural infor-
Project mation systems and supports the devel-

opment of effective regulatory and
monitoring services for fertilizers and
pesticides and WM technology.

ChangehunWater Supports the control of urban water
Supply and pollution through expansion and improve-
Environment ment of water treatment facilities, con-

Project siruction of sewers and sewage treatnent
plants, provision of environmental quality
monitoring and control equipment, and
institutional strengtening
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Cowntry Project Environmental cotmponent

China Enirronenut Improves the coordination of environ-
(continued) Technical Assistance mental monitoringand ecological research;

Project promotes cleaner industrial production
(IDA $50 million) and technologies to prevent pollution and

minimize waste; improves economic policy
instruments for pollution control, espe-
cially the pollution levy system; and
strengthens the system for environmental
assessment.

Shanghai Port Includes the provision of dust- and noise-
Restructuring and control devices and new effluentand waste
Development management facilities as part of a larger
Project port restructuring project

Sixth Railway Provides technical assistance to strengthen
Project the environmental protection capability of

the Ministry of Railways and to dev-
elop and implement medium- and long-
term strategies to address environmental
concerns.

Southern Jiangsu Assists local authorities to strengthen
Environmental environmental planning and management
Protection Project capabilities and to carry out priority ini-
(IBRD $250 nmilion) tiatives in the regional environmental

strategy; provides a line ofcredit for indus-
trial polution control subprojects and
environmental management subprojects;
supports the construction of municipal
facilities for urban wastewater manage-
ment; establishes solid- and hazardous-
waste management and registration
centeis, emergency response centers, and
hazardous materials storage and trans-
shipment facilities; and provides technical
assistance and training for the lncal
institutes and companies responsible for
environmental protection.

Zhejiang Assists in the development.of long-term
Multicities environrmental policies, strategies, and
Development programs to reduce poilution, support
Project wastewater treanmt, and stengthen envi-

roirnental institutions-
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Country Project Environmental component

India Bihar Plateau Supports protection agairnst soil erosion
Development and conservation of moisture to increase
Prcgect the productivity of dryland fariin& as

part of a larger effort to reduce the inci-
dence of poverty in southern Bihar State.

Jharia Mine Fire Indudes the preparation of an environ-
Control Tedhnical mental management plan to assess and
Assistance Project mitigate the environmental and social

effects of mnine fires and to help resettle
people living in areas endangered by fires.

Kamataka Rural Supports a water quality monitoring pro-
Water Supply and gram and measures for groundwater re-
Environmental charge, construction of environmental
Sanitation Project sanitation facilities, and health comrnmui-

cation efforts to improve hygiene and
envinrnmental sanitation.

Renewable Resources Promotes commercialization of renewable
Development Profect resources technologies by financing private
(WA $115 million, sector investments in alternate et.ergy
ZBR D$75 million) subprojects, including irrigation-based

small hydros,wind farms, and solarphoto-
voltaic systems; expanding bagasse-based
paper mills; and creating marketing and
flnancingmechanisms for thesale and deli-
very of alternate energy systems. Includes
technical assistance for institutional devel-
opment and the promotion of renewable
energy technologies. The GEF component
supports development of wind, solar, and
photovoltaic capacity and provides tech-
nical assistance components.

Rubber Project Brings land degraded by slash-and-bum
shifting agriculture under rubber cultiva-
ticn, benefiting tribal people, reducing
threat from soil erosion, and improving
nutrient and moisture retention.

Uttar Pradesh Sodic Develops concomitant models for environ-
Lands Reclamation mental protection and improved agricul-
Project tural production through reclamation of
(iDA $5437 nmllion) sodic lands; strengthens local institutions,

enabling the effective management of such
programs with strong beneficary partici-
pation and NGo support and supports the
development and disserination of agri-
cultural and reclamation technology.
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Country Project Environmental component

Indonesia Integrated Pest Promotes environmentally sound crop
Management production systems through a five-year
Training Project program to train at least 800,000 farners in
(IBRD $32 million) the theory and application of iwxm supports

occupational health studies and field
investigations; and strengthens the regula-
tory and environmental management
framework, primarily for im policies, to
reduce the risks associated with the
manufacthret distribution, and application
of pesticides.

Water Supply and Provides low-cost sanitation facilities as
Sanitation for Low- part of a larger effort to ensure adequate
Income water supply and sanitation services.
Communities Project

Korea, Environmental Provides specialized equipment, training,
Republic of Research and and library materials to upgrade the capa-

Education Project cityof twelve nadonal agriculural colleges
sBRD $60 million) and nine national veterinary colleges to

undertake research into key environmental
problems, reinforce the colleger' programs
to strengthen professional training in
environmental fields, and support in-
proved environment-related research and
teaching progams.

Kwang and Seoul Aims to reduce pollution in two major
Sewerage Project rivers and the western coastal waters by
('BRD $110 millian) expanding wastewater treatment facilities

in Kwangju and Seoul, supporting insti-
tutional development for wastewater
management, and prmotng innovative
technological and policy initiatives for
water consenration.

Pakistan Fordwah Eastern Supports efforts to control waterlogging
Sadiqia Inigation and salinity through improved water
and Drainage management, increases delivery efficiency
Project of canals and watercourses, improves
(IDA $54.2 nillion) water conservation by recovering and

limiting seepage, pmvides a network of
surface drains to evacuate storm water
runoff, provides technical assistance to
implementing agencies and for staff
training, and supports the monitoring and
evaluation of the project's impact on
groundwater levels and agriculture
productionm
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Country Project Environmnental component

Pakistan Northern Resource Provides the basis for the sustainable and
(continued) Management Project economicallyefficient use of land resources

(lOA $28.8 million) inAzadjammuand Kashniirbyimproving
the policy framework for lan d resource use,
restructuring and strengthening the main
institutions that manage and protect land
resources in the area, and testing programs
in which communities take management
and financial responsibility for planning
and implementing activities forsustainable
resource management.

Sri Lanka Colombo Urban Finances procurementof air quality testing
Transport Project equipment and preparation of an air

qualityznonitoring and managementstudy
to develop an emissions inventory, monitor
major pollutants, carry out policy option
feasibility studies, and strengthen the
monitoringand enforcementcapabilitiesof
the Central Environment Authority.

Community Constructs and upgrades water and sani-
Water Supply and tation facilities and helps to build im-
Sanitation Project plementation, operation, and maintenance

r ?aQty as part of a five-year program of
rural water and sanitation investments.

Europe and Central Asia; Middle East and North Africa
Egypt Matruh Resource Supports natural resource management to

Alanagement Project conserve the area 's water, land, and vege-
(IDA $22 millon) tationv promotes adaptive research exten-

sion services, and training directed to local
communities; provides rural finance with
special attention to on-farm and off-farm
income-generating activities targeted to
small farmers, the landless, and women;
and strengthens community participation
and dialogue with existing local
institutions.

Private Sector Provides financial support for water
Tourism, supply, sewerage, solid waste collection
Infrastructure, and disposal facilities for existing tourist
and Environmental resorts; provides technical assistance and
Management training to develop environmental guide-
Project lines and enforce environmental rules; and
(IBRD $130 million) helps tc strengthen the institutional

framework for environmentally sound
future developments. GEF component
supports the development and implemen-
tation of a coastal zone environmental
management plan for the Red Sea coast
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Country Project Environmental component

Morocco Second Large- Promotes environmental protection
Scale Irrigation through improvements in water use effi-
Improvement ciency and land management as part of a
Project larger effort to increase the efficiency, cost-

effectiveness, and sustainability of the
irrigation sector.

Tunisia Second Foresby Supports sustainable development and
Development Project management of forests with the active
(iRo $69 nillion) participation of forestry populations

through institutional and infrastructure
strengthening, preparation of environ-
mental management plans, establishment
of plantations and rehabilitationofprairies,
and support for studies and training.

Turkey Bursa Water Aims to improve environrmental condi-
and Sanitation tions, reduce health hazards, and increase
Project the efficiency of water usage by building
(iBD $229.5 mlflion) water supply and waste treatment and

transferworks, improving waste collection
and disposal, and providing technical
assistance for prciect implementation and
institutional strengthening.

Eastern Anatolia Addresses problems of rural poverty and
Watershed natural resource degradation by helping to
Rehabilitation improve the productivity of range and
Project forest land; promotes the production of
(inBo $77 million) fuelwood, cultivated fodder, and more

sustainable use of marginal farmlands;
faclitates the adoption of treatments for
range and forest land; and supports the
inceased responsibility and involvement
of local communities in planning and
managing their resources. GmE component
supports in situ gene conservation of
globaly significant indigenous species.

Latin America and the Caribbean
Argentina Yacyreta Implements resettlement and environ-

Hydroelectric mental management programns required
Project II for reservoir operation to address and

mitigate the negative environmental
impacts and to strengthen local govern-
ment institutions responsible for the
resettlement program.
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Count_y Project Environmental component

Bolivia Environmental Aims to strengthen key government
Technical environment-related instittions through
Assistance training in planning, management, envi
Project ronmental assessment, and evaluation;
(IVA $4.8 million) supports the development and sengthen-

ing of an environmental legal and regula-
tory framework; and helps to develop the
capacity of the primary school system to
provide environmental education.

Brazil Mins Gerais Water Helps recuperate environmentally deter-
Quality and Pollution ibrated river basins through improved
Control Project flood control and urban drainage; the
(BRD $145 million) collection, treatment, and disposal of

municipal and industrial sewage and solid
waste; strengthened environmental pro-
tection and water basin management; and
the institutional strengthening of the State
Environmental Agencr.

Rio de Janeiro Supports a reduction in bus service and the
Metropolitan promotion and increased capacity of the
Transport rail transportation system as part of a larger
Decentralization transportation decentralization effort to
Project reduce air and noise pollution and traffic

congestion.

State Highway Aims to develop the capacity in the local
Management government to implement and monitor
Project environmental standards and guidelines

for state roads.

Water Quality and Reduces current levels of water pollution
Pollution Control and preserves water quality through river
Projecto regularization and flood control drainage,
Paulo/Parana provision of basic saritation services, and
(rBnw $245 million) collectionrand disposal of solid waste; helps

establish policy for water pollution control
and create water basin management units;
develops the financial capacty to provide
services; and sets up project preparation
facilities to help start water pollution
control projects in the most congested
urban areas in BraziL
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Country Project Enziron mental component

Chile Environmental Establishes an institutional framework to
Institutions manage activities- for environmental
Development Project protection and the conservatdon of natural
(BRD $11.5 million) resources, including updating the legal

environmental framework, incorporating
environmental assessment in public and
private sector activities, training profes-
sionals in environmental and natural
resource management, and establishing an
environmental information system;

- suppors institutional strengthening and
the economic analysis of selected
environmental problems; and strengthens
the envirormental management capacity
of priority sectors.

Irrigation Improves water conservation and manage-
Development ment by rehabilitating and modemizing
Project irrigation schemes, increasing allocation

efficiency, regularizing water titles, and
strengthening managerial capacity of user
groups.

El Salvador Agricultural Promotes sustainable agricultural tech-
Sector Reform nology through research and extension for
and Investment small farmers, including technical assis-
Project tance and training in soil conservation.

Mexico Mediun-Size Aims to reduce the environmental impacts
Cities Urban of urban transport operations by
Transport strengthening implementing agencies for
Project environmental controls, enforcing envi-

ronmental standards, and reducing traffic
congestion.

Tanmsport Air Supports a comprehensive program to
Quality reduce air pollution and control increases
Management in emissions of nitrogen oxides, volatile
Prted organic compounds, carbon monoxide,
(laD $220 million) lead, and particulate matter from transport

sources; develops a policy framework to
support transport and air quality objec-
tives; improves the scientific base under-
lying the developmentandmanagement of
the air quality prograrn; and strengthens
the institutional capacities to plan and
implement air quality programs effectively
during the long-term.
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Country Project Eniron mental component

Paraguay Third Rural Water Reduces contamination of groundwater by
Supply and providin and improving on-site sani-
Sanitation Project tation an water supply systems as part of

a larger effort to improve health conditions
for about 250,000 rural residents.

Venezuela Highway Provides technical assistance and training
Managernent to help establish government capacity to
Project develop, implement, and monitor envi-

ronmental standards and guidelines for
roads.

National Parks Aims to strengthen the management and
Management Project protection of twenty national parks, two
(fBRD $55 million) natural monunents, two wildlife refuges,

and seven urban recreational parks. Sup-
ports applied environmental research to
generate knowledge about ecology of the
parks; promotes environmental education
at regional and local levels to dissemiinate
information and promote community
participation in environmental protection;
and provides training and technical
assistance to implementing institutions.



Annex C. Projects with
Full Environmental

Assessment Approved
in Fiscal 1993

OD 401: "Environmental Assessment" requires Bank staff to classify
* - Bank-financed investment projects according to three environmental

assessment categories depending on the type, location, sensitivit, and
scale of the proposed project, as well as the nature and magnitude of its
potential impacts. Category Aprojects are those likely to have significant
adverse impacts that may be sensitive, irreversible, and diverse and
require a full EA. Category B project impacts are not likely to be as
sensitive, numerous, or diverse as category A. These projects undergo
environmental analysis and generally do not require a full EA. Projects
approved in fiscal 1993 receiving a full environmental assessment (nine-
teen A category and one B category) are listed below. Dollar figures
represent total project cost followed by the amount of Bank financing
through IsRD loans or IDA credit
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Total project
cost/Bank

E,4 financing
County Project category Projectdescrfiption (US$ nmilis)

Africa
Gabon Forestry A Represents first phase of a long- $38.2/

and term effort toward rational mRD $22.5
Environment use of the natural resource
Project base. Aims to restructure and

strengthen-the capacity of the
Ministry of Waters and Forestry
and the Ministry of Environ-
ment for planning, monitoring,
and supervision; make forestry
and environment training more
applicable to private sector and
conservation needs; support
forestry and environment re-
search activities; prepare and
implement a management plan
in the depleted coastal zone
area; and support goverrunent
creation and maintenance of
wildlife reserves.

Tanzania Sixth Power A Helps to meet growing electri- WO440.4
Project city demand and restructbres IDA $200

the power sector to promote
efficiency and private invest-
ment by implementing the first
stage of hydroelectric scheme,
improvmg electricity distribu-
tion systems, providing manage-
mert support and training,
strengthening state fuel and
power companies, and studying
power sector structre.

Asia
China Guangdong A Efforts to relieve traffic conges- $795.11

Provincial tion, upgrade national and. pro- mRD $240
Highways vincial roads, and strengthen
Project institutional capacity include

constnction on new alignments
of major highways; transfer of
highway technology; develop-
ment of capacity in highway
design, planring, and prioriti-
zation; and implernenting re-
forms of highway financing.



175

Total project
cost/Bank

EA financing
Country Project category Projectdemcription (US$ muim)

China Henan A Improves Henan's road net- $300.7/
(continued) Highways work and strengtitens highway mRD $120

Project sector agencies through express-
way construction, rehabilitating
provincial roads, providing
equipment for highway main-
tenance and operations (includ-
*Lng environmental monitoring),
and supporting institutional
strengthening and reform in
transport services.

Second A Helps provide reliable and econ- $321/
Shuikou omnical supply of electricity by mRD $100
Hydroelectric supporting completion of the
Project Shuikou Hydroelectric Scheme

and providing design, construc-
iorn, and management services;

institutional strengthening and
power price reform; and tech-
nical assistance, training, and
research for planning, manage-
ment, and energy storage.

Shanghai A Assists in the long-term devel- $4243/
Part opment of port capacity and BRD $150
Restructuring increased efficiency by form-
and ulating and implementing an
Development action.plan for port facility
Project restructuring, including dust

and noise control and waste
management facilities;provides
new cargo handling equipment;
funds construction of new
terminals; and provides tech-
nical assistance and training.

Tai.u Basin A Assists in flood control im- $497.3/
Flood proved drainage, protection of aRD $100/
Control water quality, and increased IDA $100
Project water supply by widerning and

deepening waterways and
rivers, improving dikes, and
strengthening institutional
capacity for water-related
-management and monitoring.
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China Tianhuang- A Develops least-cost solutions $7203/
(continued) ping Hydro- for meeting peak power IBRD$300

electric demand in the East China
Project power system, including con-

struction of hydroelectric power
plant, insta)lment transmission
lines, and reinforcement of
existing power transmission
network; supports sector policy
reforms and promotes private
sector development; provides
construction management,
engineering services, and tech-
nical assistance.

India NTPC Power A Helps to meet energy needs by $848/
Generation increasing generating capacity mRO$400
Project of National Thermal Power Cor-

poration (NTrC) power stations,
supporting private sector joint
venture operations, and imple-
menting an NEAP that includes
polices for environrnental up-
grading of N7?. plants; provides
training and technical assistance
to s4nngthm NUC's envizunmental,
resettlement, and rehsabilitation
management capability.

Renewable A Promotes commercialization of $450/
Resources renewable resources technol- IURD $751
Development ogiesby financing privatesector IDA $115

investments in alternate energy
subprojects, including irriga-
tion-based small hydros, wind
farms, and solar photovoltaic
systems; expanding bagasse-
based paper mills; and creating
marketing and financing
mechanisms for the sale and
delivery of alternate energy
systems. Indudes technical assis-
tance for institutional devel-
opment and promotion of
renewable energy technologies.
GEF component supports devel-
opment of wind, solar, and
photovoltaic capacity and
provides technical assistance
components.



177

Totalproiect
cost/Bank

*oun1y Project LEA financing
Country Project ctegory Project description (US rnMions)

Korea, Kwangju B Aims to reduce pollution in two $530.7f
Republic and Seoul major rivers and the western mw $110
of Sewerage coastal waters by expanding

Prcject wastewater treatment facilities
in Kwangjuand Seoul, support-
ing institutional development
for wastewater management,
and promoting innovative
technological and policy ini-
tiatives forwater conservation.

Petroleum A Aims to improve efficiency, $809.7/
Distribution safety, and reliability of petrol- IBRD $120
and Sector eum supply and distribution
Management system by constructing a pipe-
Improvement line network for transport and
Project facilities for storage, loading,

and unloading petroleum
products; initiates a study on
energy conservation and pre-
paration of an implementation
action plan; provides technical
assistance and training to
improve sector institutions'
management capacity.

Thailand Bongkot A Increases the gas supply capa- $370/
Gas bilities by expanding the gas mRD $105
Transmussion pipeline transmission system,
Project strengthering the institutional

functioning of Petroleum
Authority of Thailand, and
making more efficient use of
capital resources in the gas
sector through annual review of
the authority's investment
program.
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Europe and Central Asia; Middle East and North Africa
Egypt Private A Provides financial support for $805/

Sector water supply, sewerage, solid mRD $130
Tourism, waste collection, and disposal
Infrastruc- facilities for existing tourist
hre, and resorts; provides technical
Environ- assistance and training to dev-
mental elop environmental guidelines
Management and enforce environmental
Project rules; and helps to strengthen

institutional framework for
environmentally sound future
developments. GEF component
supports the development and
i-mplementation of a coastal
zone environment management
plan for the Red Sea coast.

Russia Oil A Supports efforts to reduce the $1,035/
Rehabilitation decline of oil production and wBRD $610
Prmject exports in the near term by

rehabilitating and drilling oil
wells, replacing transport lines
to reduce leakage, providing
facilities to recover hydrocarbon
liquids and reduce flaring and
co2 and particulate emnissions,
and strengtiening technical and
managerial capacities and
financial viability of selected oil
producing enterprises.

Latin America and the Caribbean
Argentina Yacyreta A Helps provide an efficient $1,488.3/

Hydroelectric supply of energy, tighten envi- iBRD $300
Project II ronmental protection, and

improve handling of SFial
aspects in the area byk.ile-
menting the first generatlng
units of the Yacyreta power
-plant and the resettlement and
environmental management
programs; strengthens govern-
ment capacity for resettlement
and encourages private capital
partcipafti in the energy sector.
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Brazil Minas A Helps recuperate environ- $307.6/
Gerais mentally deteriorated river TBRD $145
Water basins through improved flood
Quality and control and urban drainage; the
Pollution collection, treatment and dis-
Control posal of municipal and indus-
Project trial sewage and solid waste;

strengthened environmental
protection and water basin
management; and the institu-
tional strengthening of the State
Environmental Agency.

Water A Reduces current levels of water $494/
Quality and pollution and preserves water iRno $245
Pollution quality through river regular-
Control ization and flood control drain-
Project age, provision of basic sanitation

services, and collection and
disposal. of solid waste; helps
establLsh policy for water pol-
lution control and create water
basin management units;
develops the financial capaity
to provide services; and sets up
prcoect preparation facilities to
help start water pollution
control projects in the most
congested urban areas in Brazil.

Chile Irrigation A Improves operation and effi- $118.7/
Development ciency of irrigation schemes by iBRD $45
Project rekabilitating and modernizing

existing irrigation schemes,
providing technical assistance
to small farmers for agricultural
development, and providing
support to regularize water
titles and strengthen user
groups' technical and adminis-
trative capacities.
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Jamaica Energy A Provides increased power gene- $165.1/
Sector ration capacity and support for iBlRD $60
Deregulation private sector investment by
and Privati- financing installment of new
7ation power plants, supporting the
Project government's deregulation and

privatization program in the
energy sector, establishing the
Private Sector Energy Fund, and
developing the regulatory
framework for power sector
operation.



Annex D. GEF Investmet 
Projects Approved

in Fis'' 1993

This annex provides details on CEF investment projects approved from
July 1,1992, to June 30, 1993. GI Lnvestment projects are managed by
the World Bank Dollar figures represent grant financing from the Global
Environment Trust Fund (the "core fund" of the GEF) and are a portion
of the total project cost.

Country Poiect Envfronmental components

Africa
Congo Wildlands Protection Aims to protect biological diversity by

and Management establishing appropriate institutions for
Project conservation activities, including a trust
($10 million) fund to contribute to the projects finan-

cial sustainability, and developing
rational management plans for reserves,
and altemative activities for local popu-
lations toensure thelong-termprotection
of the reserves.

Ghana Coastal Wetlands Helps to identify, moritor, and manage
ManagementProject common resources that benefit human
($7.2 million) and avian populations by supporting the

Department.of Game and Wildlife of the
Ministry of Lands and Natural Resources
management of the coastal wetlands
program; financesboundary surveys and
demarcation, the construction of obser-
vation points and an education and
research center, and activities for habitat
improvement and community develop-
ment; and finances effluent treatment
and disposal.
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Coumnry Project Environmental components

Seychelles Biodiversity Supports restoration and protection of
Conservation and the Aldabra ecosystem by developing
Marine Pollution mrKonitoring and conservation programs
Abatement Pwject and promoting international research on
($1.8 million) Aldabra, implementing comprehensive

management plans to restrict or prohibit
the exploitation of marine turtles; and
supportk improved port capacity to
handle ship wastes and enable com-
pliance with the requirements of the
MARPOL Convention.

Asia
India Alternate Demonstrates potential commercial-

Energy Project ization of wind energy and solar photo-
($26 million) voltics by supporting development of

about 85 Mw of instalUed capacity of wind
generators largely by the private sector
and a marketing program for thfe initial
deployment of solar photovoltaic
systems for efficient lighting, water
pumpnin, and rural coummunity services,
and providing technical assistance
to build up a photovoltaic promotions
and awareness campaign for rural
consumers.

Thailand Promotion of Aims to build institutional capacity to
Electricity Energy deliver energy services. Provides user
Efficiency Project and manufacturer incentives and
($9.5 million) consumer education to influence

practices and attitudes toward energy-
efficient technologies, develops effi-
ciency standards and testing capabilities
to control and monitor efficiency
improvements, develops building and
appliance codes for minimum efficiency
standards, and pursues technological
improvements and their adaptation to
local conditions.
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Country Project Environmental components

Europe and Central Asia; Middle East and North Africa
Belarus Forest Biodiversity Suapportz rountry efforts to protect forest

Protection ecosystems, providing institutional
($1.0 million) support to manage biodiversity conser-

vation and investments in air and soil
monitoring equipment, geographic
information systems equipment, pro-
tected area planning, training, and
extension services.

Egypt Red Sea Coastal To protect biodiversity and prevent
and Marine Resource pollu tion in the Red Sea, project develops
Management Project a coastal zone management plan;
($4.75 million) strengthens the capacity of government

agencies for environmental assessment
and monitors and enforces rules and
regulations on marine polution control;
manages recreational activities to protect
coral reef habitats and promote training,
public awareness, and sustainable visitor
use; establishes marine protected areas
and prepares operational plans; and
reviews, monitors, and evaluates the
project to ensure achievement of bio-
diversity and pollution prevention goals.

Turkey In Situ Conservation Aimstotestanddevelopanewa. ,-oach
of Genetic Diversity to conservation of genetic div'er.aity by
Proiect identifying and establishing in situ
($5.1 million) conservation areas to protect genetic

reources and the wild relatives of
inportant indigenous crops and forest
tree species. Provides for sustainable
conservation of cereals, horticultural
crops, medicinal plants, forest trees, and
pasture grasses and legumes trough an
integrated ecosystem approach and
develops the institutional capacity to
prepare and implement a national
strategy for in situ conservation.
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Country Pri#ect Environmentil coponents

Latin America and tlhe Caribbean
Bolivia Biodiversity To ensure protection of diverse and

Conservation Project threatened ecosystems, the project sup-
($4.5 million) ports the organization, implementation,

and follow-up of the National System of
Protected Areas; provides assistance for
existing protected areas and the estab-
lishment of new priority protected areas;
develops alternative management sys-
tems of natu.ral resources in buffer zones;
strengthens monitoring and evaluation
capacities; and provides administrative
support to the project coordinating unit.
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COMMENT ON INFORMATION FLOWS AND DIScRumINATION IN LABOR

MARKETS,' BY FOSTER AND ROSENZVEIG

Nancy Birdsall

This carefully prepared paper makes imaginaUve use of the limited information

available to employers about their employees. (rm tempted to say that if die

employers were as clever as the researchers in sorting out the characterisics of

the employees, there would be no information problem in these labor markets.)
Yet I have a sense of dissatisfaction about this paper. The authors do well

what they set out to do; they assess and dssect the effects of poor information in

labor markets in low-productivity, rural economics. But they do not broaden

our understanding of why economics are underdeveloped, nor of what could be
done to spur the development process. The paper brings the full panoply of
sophisticated economic thinking and careful econometrics to a question that
may not be the correct onc-a bit like hitting a small nail with a sledgehammer.

Is this a fruitful area of research, either for improving our fundamental under-

standing of development or for guiding development policy? I do not think so.

This may reflect a failure of my own imagination, and ril retrn to that point
later. But first let me ilustrate why I do not think so.

Findings in the paper indicate that at least two problems can arise because of

employers' poor information about their employees: job immobility and statisti-

cal discrimanon. These two problems impinge on the smooth and efficient

operation of the labor market in poor rural areas. But note that the efficiency

costs which these problems create are largely static-they are inefficiences that

make low-productivity agricalture marginally lower than it might otherwise be.

Are these static wosts the fundamental development problem or question? As

with the small Harberger triangles that Richard Freeman has mentioned, the

static costs studied in this paper under a high-powered miaoscope amount to
asking, why is per capita income in rural India $100 a year, when with a one-

time gain from deminating static inefficiency it might rise to $102 or $103 a

year?
In contrast, we coult address questions of efficiency costs in a more dynamic

sense. Why is productiviq growth in rural ldia or in the Philippines 1 or 2

percent a year instead of the 6 or 10 percent recorded in East Asian countries
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