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e World Bank
sh!ngton D.C. 20433

nr.S.A.Vinod Thomas
Director
Economic Development Institute
Development Economics

January 9, 1997

Mr. James D. Wolfensohn

Dear Jim:

Attached is a copy of the briefing note for the video message to be recorded on

January 16, 1997. As you know, the message will be shown at the regional seminar

"Economic Globalization and Sustainable Development" in Central America.

Best,

Vinod Thomas

Attachment

cc: Mesdames Horigu c l lumley, Belt
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Video Message from Mr. Wolfensohn to participants of
Economic Globalization and Sustainable Development Seminar in Central America

A. The video recording will be ten minutes is for Mr. Wolfensohn to give informal
remarks about his vision for sustainable development and how the Bank might
collaborate with high level environment and economic planning/finance policy makers.

Proposed title of remarks --

"Promoting Globalization While Protecting the Environment:
The Challenge of Sustainable Development"

B. Annex 1 gives a description of the objectives of the Seminar, the main participants at
the San Jose end and the expected outcomes.

C. Annex 2 highlights some issues of importance for economic globalization and
sustainable development in Central America



ANNEX 1
Seminar Objectives, Audience, Content & Expected Outcomes:

Objectives:
* to help include incorporate environmental concerns in economic policies
" to help macroeconomists and sectoral leaders to work together on
environmental concerns

Audience: A total of 120 participants will come from a broad base of stakeholders:

* President of Costa Rica, Jose Maria Figueres
0 Ministers from Environment, Economic Planning and Finance Ministries
* Senior government officials (policy and decision-makers from economic,
finance/planning, agriculture or industry and environment ministries)
* Parliamentarians (with some representatives from EU national parliaments)
* Journalists
* NGOs and the private sector (Councils of Sustainable Development)

Content: During the week, the individual seminars will cover topics such as:
" environmental standards and competitiveness in trade;
" environmental laws and regulations
" the role of civil society in environmental management
" public-private sector collaboration for environmental management
* decentralization and the role of local governments
" the Meso-American biodiversity corridor

Expected Outcomes:

Partner Institutions

* improve the capacity of partner institutions to collaborate in key sectors
affecting sustainable development;

Ministers. Senior Policy Makers and Parliamentarians

* sensitize policy-makers to the need for incorporating environmental concerns
into economic policies;

Councils for Sustainable Development and Journalists

* influence public opinion on the environment and sustainable development



All Audiences
* exchange experiences among national institutions, multilateral agencies, and

NGOs engaged in environment and development in Central America;
" facilitate implementation of national action programs on environmentally

sustainable economic development; and,
* build capacity for environmental work.



ANNEX 2
Issues for Economic Globalization and Sustainable Development

in Central America

Summary:

Why is economic globalization important to Central American States?

Can growth and environmental protection go together?

Since environmental damage arises primarily from inappropriate economic incentives,
what specific policy reforms can help the environment?

How can the Bank and member governments work together:
-Develop partnerships
-Promote win-win solutions
-improve integration of environment in all aspects of Bank work
-the "New Environmentalism"

A. Why is economic globalization important to Central American States?

* There is a heavy reliance on external markets for economic growth. The crisis that
exploded in the region in the early 1980s was influenced as much by political and by
economic factors. The immediate economic cause can be traced to the sharp
deterioration in the region's terms of trade and a recession-induced decline in the
demand for its primary exports. Similarly, economic expansion in the 1990s is linked
to the increase of non-traditional exports, the expansion of in-bond sectors and an
increase in tourism.

" The potentialfor trade is high. The main trading partner for the Central American
States is the USA. Increased penetration in US markets as well as expansion into the
EU and Latin American economies are potential growth areas for the region.

" But, the process of economic growth threatens the environment. The pace of
environmental degradation is high as the transition from primarily rural-based
economies, characterized by high population densities, poor infrastructure and
technology, and degrading natural resources, are putting tremendous strains on the
environment. The rates of deforestation, soil erosion and loss of endemic and
endangered species in the tropical forests are high; and the forests and wetlands of the
Meso-American corridor are important for migratory species.



B. Can growth and environmental protection go together?

* Yes, but only if there are some major changes: at the highest levels, macroeconomic
and sectoral policy making has traditionally been divorced from environmental
management. We might all agree that changes are needed in the following respects:

0 Traditionally, there has not been much regard for the consequences of
development policies on deforestation, fishery over-exploitation, or
biodiversity destruction, Planning and finance ministries have tended to
worry about budgets, trade, industrial expansion, incomes, employment
and prices, to the exclusion of the environment.

0 Traditionally, the most widespread and persistent problems of
environmental degradation are due not to specific projects but to
pressures associated with growth. However, environmental protection
agencies have concentrated on regulating environmental problems of
specific, large-scale projects such as road or dam construction.

0 Recent Bank studies and current operational work have increased
awareness of the potential for mitigating the environmental problems
associated with growth, ifenvironmental management considerations
are integrated directly in the process of countrywide economic planning
and policy reforms.

C. Since environmental damage arises primarily from inappropriate economic
incentives, what specific policy reforms can help the environment?

* Despite the increase of many forms of environmental damage in Central America,
rapid growth per se is not the underlying. For instance, almost the same environmental
problems face countries with higher levels of economic growth (e.g. Costa Rica) and
those with lower levels of economic growth (e.g. Guatemala). Environmental damage is
largely an unintended (and often an unnecessary) consequence of economic activity.

* Sources of environmental problems: failure to account for the negative
environmental effects of growth or undervaluation of the benefits from environmental
protection. Excessive damage to the environment, whether in the form of air and
water pollution or over extraction of timber occurs in large part because many
benefits of conserving these environmental resources are not captured in the workings
of markets.

" Unfortunately, governments who are in a position to correct the wrong signals of the
price system often worsen matters by subsidizing environmental damage directly.
Typically, the biggest culprits in this regard are subsidies to activities or inputs that are



damaging to the environment, such as pesticides, commercial logging, irrigation water,
electric power, and fuels.

* The role for governments is, therefore, to take the necessary steps to ensure that
businesses, consumers and their own agencies take the real costs of environmental
damage into account in making decision.

a The bottom line for economic planners and environmental managers -- promoting
sustainable development will require:

a) that economic planning agencies also become environmentally
involved;

b) at the same time, environmental agencies need to be involved in
economic policy making, to recognize that their environmental protection impact
will be limited unless their activities are coordinated with their countries and in
their economic development ministries.

D. How can the Bank and member governments work together?

Guiding principles to promote the environmental agenda. Since the late 1980s, when the
Bank had made significant progress in managing the environmental impacts of individual
projects, the Bank has moved its focus from a consideration of the environment at the
project level, to one where environmental issues are integrated into macroeconomic and
sectoral policy discussions and investments. The lessons that we have learned can be
used a guiding principles to promote the agenda. These include the following [all text in
quotes is taken from Mr. Wolfensohn's speeches]

We need to build partnerships in order to ensure environmentally sustainable
development.

". . . we recognize the importance of the environment; we recognize that we don't

have a lock on ideas; we recognize that we need partnerships ... the Bank and I
particularly am passionately committed to the development of alliances and partnerships
throughout the world.

* We need to focus on the "win-win" situations since economic growth and poverty
reduction can be made compatible with environmental sustainability.

. . approaching issues of the environment is not just approaching a single issue.
Solutions to the environment are not ordained. The solutions are systemic. You cannot
say to someone who has no food that because of the long-term interests of the
environment, they should not cut down that tree, because their life is involved":



"You cannot make it sustainable unless you bring it together. And we have to do
it within a political environment in countries where the people know that what we are
doing is in their best interests as it is in the interests of our planet."

* We need to integrate environmental considerations in all aspect of Bank work,
including support for policy reform.

"...this institution cares about the environment and ... everything we do considers
the environment. I hope that you will understand that what we are trying to do is part of
systemic solutions, that we are concerned about having realistic solutions, not just token
shows in relationship to the environment. Because to have sustainable development, you
must have a combination of economic forces, social forces, political forces with
environmentally-friendly projects.

* We need to encourage the "new environmentalism" which is gradually emerging and
is reflected in the World Bank environmental portfolio.

This "new environmentalism" aims to move environmental issues upstream in
policy and lending so that environmental concerns are integrated at the conception of a
policy or program. The ten principles of the "new environmentalism"are:

0 Set priorities carefully.
0 Make every dollar count.
0 Harness "win-win" opportunities.
0 Use market instruments where feasible.
0 Economize on administrative and regulatory capacity.
0 Work with the private sector, not against it.
0 Involve citizens thoroughly.
0 Invest in partnerships that work.
0 Remember that management is more important than technology.
0 Incorporate the environment from the start.



Ten Principles of the New Enli nnTalism
ANDRE V JTEER

implementation. Most znvironmental prob- Xvv-eighr *untrtes are currentrv re-

A quiet revolution has been lems continue to intensify, and in many ceinin iancia: and technical support
countries there are few grounds for opti- -lie \r Bank for environmental

wnder way during the 1990s mism. Nonetheless. in a Zrowing number of p1 reiurm and associated investments.

as environmental sustainabil- other countries, awareness is leading to Acti e Bank .oans for these purposes cuar-
action. as policymakers hegin to bring their r-enuh total mire than S11 billion. L co-

ity has gradually become an money and political canital into line with financing and te countries' own finar.cing

inportant theme in policy- their rhetoric. About 100 countries have are added in, -hese investments total more

naking arouind the world. now prepared national nvironmental stra- than S25 billi;n. (See Chart I for trenfs in
tegies, and tangible cha nges in addressing W rd Bank iending)
environmental issues a-e apparent in about These investments cover a wide variety
half this number. )I environmental problems. ranging from

ECENT years have witnessed a

profound change in our under- Chart 1
standing of the links between eco- World Bank financing for the environment: the active portfolio 1
nomic development and the natural

environment. The key propositions of
sustainaile development laid out in the
Brundtland Commission Report in 1987
and in : z Rio de Janeiro Earth Summit's (bilin I s)
Agenda n i 1992 were controversial at the
time but are now broadly accepted-even
among mainstream economic policymakers.
Among such propositions are the following-

* there is a crucial and potentially posi-
tive link hetween economic development
and the environment:

- the costs of inappropriate economic
policies on the environment are very high:

- addressing environmental problems
requires :nat poverty be reduced;

* economic growth must be guided by
prices which incorporate environmental
values: and

* since environmental problems pay no 1986 87 88 89 90 91 92 93 94 95 96
respect to borders, global and regional col- Fiscal year

laboration is sometimes needed to comple- Source: World Bank, Environr-ent Department.
1 Active World Bank projects onose objectives are primarily environmental are included here, out Global Environment Facility

ment national and regional actions. projects are not. The number c nrojects approved in each financial Year appears on too of the corresponding vertical bar.

Broad acceptance of these propositions, The total financing made availaze in each financial year is measured by the height of the corresecnding vertical bar.
2 The World Bank's fiscal yea's extend from July 1 of the preceding year to June 30 oi the spec! d year. For example,

ht wever. has not assured their effective fiscal year 1996 ran from July - -995 to June 30, 1996.

Andrew Steer,
a UK national, is Director o the Environment Department. Wrlid Hank.
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industrial pollution and coastal-zone man- technical analysis of the health. productiv- the Czech Republic, and Mexico have led

agement to protectec-areas management ity, and ecological impacts of environmen- this effort. The new emphasis on cost-effec-

and biodiversity conservation (see box). tal problems, the plan identifies the tiveness is allowing much more to be

Despite this variety, :,wever. some impor- problems that must be addressed immedi- achieved with limited resources. It requires

tant common distirndons are becoming ately. This approach differed radically from a multidisciplinary approach-one that

clear. A "new envirorentalism" is emerg- that of previous efforts to address Eastern calls for environmental specialists and econ-

ing. as policies are be'ng adopted that differ Europe's problems. which. by failing to omists to work together to identify the

from thtse traditiorncy implemented by establish priorities, favored a broad. shal- lowest-cost methods of addressing key envi-

industrial nations. A - cent review of the low, and expensive approach to problems. ronmental problems. Chart 2 illustrates how

World Bank's enviror:r.ental lending port- Thailand was another pioneer in the field: this approach can help to reduce carbon

folio identified ten p-:ciples undergirding when a priority-setting exercise in 1992 emissions in Ukraine. It shows that the

this "new environn-:ntalism.- Although identified lead pollution as one of the coun- costs of different options for reducing these

these principles may seem straightforward try's most critical problems, a fuli-scale emissions vary substantialhy The net costs

and uncontroversial -day. a decade ago effort was mobilized and leaded gasoline of introducing gas metering and improving

they were :nt. And t*. stand in sharp con- was phased out in just nor years. P:-cbably industrial efficiency are actually estimated

trast to most enviror:'nental policymaking about 50 countries in the developing world to be negative, because in each case the

in member countries :f the Organization have undertaken serious priority-setting value of the resulting energy savings ex-

for Economic Coope-rion and Develop- exercises so far. The best of these combine ceeds the costs, while the costs of introduc-

ment (OECD) over the :ast thirty years. the "sharp pencil" approach to carry:ng out ing coal-fired or gas-fired district heating

Principle 1: Set priorities care- analysis with participatory prioritiza-ion at are estimated to be both positive and sub-

fullv. The seriousnz-ss of environmental the community level. stantial. By identifying a country's least-

problems and the srcitv of financial Principle 2: Make every dollar cost options, the required reduction in its

resuurce have required tough prioritiza- count. Most environmental policies. in- emissions can often be achieved at moder-

tion and the phasinc :f remedial actions. cluding the successful ones, have been ate, or even negative, cost. The effort to re-

The East:ern Eurn -an Environmental unnecessarily expensive. Developing coun- duce Ukraine's carbon emissions is just one

Action Plan-preparc bx the World Bank. tries cannot afford the high-cost approaches of many such efforts currently under wa.

the European L'nior.. i:1d all of the coun- traditionally used in industrial countries. Principle 3: Harness "win-win"

tries in the region-was a pioneering and and a new emphasis on cost-effectiveness is opportunities Some gains in the environ-

influential effort in th:s regard. Based upon therefore taking root. Countries like Chile, ment will involve costs and trade-offs.
Others can be achieved as by-prod-
ucts of policies designed to improve
efficiency and reduce poverty. Given

The World Bank's environmental portfolio the scarc:N 4 resources that can be

The Worid Bank is currently financing efforts by 62 countries to improve environmental management. devoted to solving environmental

Projects are of three tyr-es: those designed to address pollution and urban environmental problems, problems. :he latter kind of policies
those addressing rural -nxvironmental issues, and those seeking to build in-country institutional should form the first line of attack.
capacity for environmental management. Reducing subsidies on the use of

natural resources is the most obvious

World Bank's portfolio of active environmental projects "win-win" policy. There is some good
(as of July 1996) news here: preliminar\ calculations

suggest that energy subsidies in
Number Number World Bank Total Average size developing countries and Eastern

of of contribution project of loan Europe have fallen by about half
Project focus projects countries (loan or credit) cost or credit

(billion dollars) (million dollars) (from around S200 billion per year)
since the early 1990s. A growing

Pollution and the urtan environment 1 58 31 6.9 17.3 118 nce th ear 9s. d browing
Rural environmental management 2  69 41 3.6 7.0 52 number of countries. led by Ban-
Environmental institutons 3 26 23 0.9 1.6 36gladesh and Indonesia. have elimi-

nated pesticide subsidies: and a
Total 153 62 11.5 26.0 75 surprising number of countries,

Source: World Bank, s'vironment Department. including China and India, have
I Typically includes caarity building, funds for on-lending to enterprises and agencies. direct investment in pollution begun to reduce subsidies on irriga-

prevention and abaterr'eit. and support for policy reform for improved environmental managment.
2 Addressing issues inouding biodiversity conservation. management of forests, and conservation of land and water tion water. which accounts for more

resources. than 80 percent of all water use.
3 Aimed at strengthening national and local environmental management capacity.

erty rights is often another -win-win"

In addition to these -4ree categories of environmental projects, the Bank also implements the Global policy. Countries such as Azerbaijan,

Environment Facility (GEF) and the Montreal Protocol (MP). Over the past year. S126 million was Colombia, the Philippines. and South

committed for 15 new GEF projects, bringing the total GEF portfolio to $506 million for 59 projects Africa are now embarked upon
over the four focal areas Biodiversity, Climate Change, Ozone Depleting Substances (ODS) Phaseout, market-based and negotiated land
and International Wate-s. The MP portfolio has also grown during the same period and now totals reform, which. in turn, is expected
$214 million approved for 461 subprojects. to have beneficial impacts on the

environment.
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Principle 4: Use ,,arket instri- of intervention and are recognilizing that being found to catalyze private financial

rents where feasible. Market-based nongovernmental and community groupS f>Lws in the service of the environment.

incentives to reduce environmental damage can help foster comlince. Informed public This year. for example. the World Bank

are best in principle and often in practice opinion can also play a powerful role ;n Group's International Finance Corporation

as well. They stand insharP contrast to exposing and holding accountable private IFC launched a Iiodiversity Venture

the traditional command-afnd-control and firms and government agensthat abae Capital Fund and is planning to launch

technology-driven reirtija-ons that have the environment. Recognizing this. in 101'6. siir funds to promote the use of renew-

nthnorm til rece .n nuber f Idi rt frm nthe World able energy. Private finance is al-o being

developing countries are experimentinor Bank. introduced a five-star system for channeled into environment-improving ac-

with innovative approaches xnvolving emis- rating the environmental peorimace ot ivities. such as waste-treatment facilities

sthns -and effluent charges. market-based indtstrial enterprises Such public discio- and energy-efficiency improvement. The

extraction charges. and :radable permits n sure and public educa1n canpaigns World Bank Group is helping to encourage

For example. Chile and Pru have recemiv can often havc a uch inor- powe-u this trend by providing partial risk guaran-

todedmnew fishing laws involvin r i impact than more tradin . regulator tees and other instruments.

able harvesting permits: isCh i onror ca approaches. Principle 7: Involce citizens

new charges on sulfur ioxide emissions: Principle 6: Work iith the private thoroughly. When a country's environ-

Thailand is expermen-ttng with perfor- sector, not e ngainst it. Recognizing their mental problems are addressed. the

mance bonds for hazarous waste: and limited regulatory capacir: and the need chances of success are greatly enhanced if

Malaysia has recently its svs- for acctlerated prate tent. ma:y local citizens are involved. This has been

tem y of effluent charges. governments are switchini from a control- well known for years for rural programs

Principle 5:a Econo ize on ad- dominated attitude owara t r-e and is now becoming equally evident in

Pinistratipe and regulatory capac- sector to one that involves dialoirtie a::d efforts to manage pollution and waste in

itY. In developing countries. administrat'on negotiated, monitorab- or h-amse In sau-e urbararea.s

anid enforcement capaci:: :s orten as scarce countries o n-ments arew r .i:- a Such involvement is needed for four tea-

as money. Many countries are recogizing private secor nmvironitetl leaders o sons. First, local citizens are often ktter

that they cannot adopt -'. hialy enforce- encourae environntcltta. mproven:ertt abie than government officials to identify

ment-intensive approaches of industrial throughout the value chain including sup- the priorities for action. Second, members

countries and consequen-ly are experiment- plying indusrr csl. and of local communities often know about

ing with more self-enfcrc'nz policies such independent :erafication schemes (suca as cost-effective solutions that are not

as deposit-refund schemnes and perfor- ISO 1o)1, a system for certifying that available to governments. Third, the at ci-

an beods)re nd bcme andtpet companies have soumd en'la ryental man- vation and commitment of communities are

mance bonds) and b'=e istrrment compani laan e htses anouid1 e inenapret

isuch as fuel taxes or import bans on agement systems in place) ore also laying r often what sees an environmental project

certain types of pesticide> -h fewer points a much larger role. Innovative ways are through to completion. This is especially
true. for example. for soil conservation and

afforestation projects. Whether one loks at

carn 2 n he soil clubs of northeast Brazil in the

Costs of reducing carbon emissions in Ukraine 1980s or the Sahelian community-baed

land management programs of the l99s.

C ost s -er --- - the message is clear: participation v &

metric ion 
Programs are much more successful ifthey

of carbon 
are developed with the benenciaries r-arer

equiavon than for them.
The fourth reason for citizen involve-

ment is that it can help build constituencies

for change. Most environmental reforms

will be opposed by those who have bene-

fited from the right to pollute and degrade

without penalty. Following through on

environmental reform therefore requires a

0 1 
public constituency for change to act as a

-1 --- .3 
4 4 counterweight. This is why a growing

1-(in me> ga emuialvnt) number of concerned governments are

Nasu investing in public awareness campaigns

m rg 
and fostering a vibrant nongovernmental

-40 environmental movement.
Principle 8: Invest in partner-

ships that work. Smart governments are

Source: World Bank, 1994, Ukraine Energy Oplos realizing that they are often most effective

EnvironmentAlysis mashifgtonl. in dealing with environmental issues when

they work in partnerships. Most countries

now involve nongovernmental specialists

in their priority-setting exercises. and

6 Finanroi & 1 0 1) rinber 1996



tripartite relationships-including the -ov- technical assistance provided to improve Methodologies for carrying out such sec-

ernment, the private sector, and comrnunitv :he management of steel plants has tran- toral environmental assessments are still

organizations-are increasingly comona: t. fIrmed their environmental per lrmanme evolving, and a good deal of research is cur-

The value of such partnerships stems n-om ' m nmng the worst to anong the bet in renrIt under way. The World Bank, for

not only the different perspectives and -;e devel ping world. example. recently launched an important

skills that are brought to the table bu: als, C. nverselv. hd ma:agers can w:- learning exercise entitled "global overlays"

the necessity of carrying out concem ec it the benefits t ') techn in which issues of biodiversity and climate

actions to address some environn::i iusands of heavily polluting industrial change will be factored into sectoral poli-

issues. clants around the world have purchaseu cies in agriculture. energy. transportation,

Forest management is a good ext:'e ecuipment incorporating expensive ervi- and infrastructure.

Moving from current unsustainable vttc- :'nmennl technologies hat is currenty Noving upstream in environmental pol-

tices to those which incorporate -neh aused or poor! :%- tntamed. The icy is also occurring in the design of

knowledge about sustainable harvesm Pew environmentalism. therefore, gives macroeconomic, trade. and fiscal policies.

and processing often requires co '-- : n'g emphasis to good c usekeepin m-i Countrmes such as Chte dlvoire, the Czech

action by private, community, and ga % -:-nagtaerial improveime s and to thc Republic. Mexico. Peru. and Poland have

mental actors. This past year. the efcrm of public enterpr-< expOre how their economic reforms may

Bank helped establish a Forest affect the environment and are

Management Transformation In- seeking to put in place comple-

itiative that will bring together mentary environmental policies.

leading private enterprises, non- A recent World Bank review

governmental and community spe- analyzes the experience of 12

cialists, and international financial such countries. This year also

institutions to help remove con- saw the dispatching of the first

straints to adopting sustainable joint LMFWorld Bank mission

practices throughout the forest- (to the Philippines) assigned to

product value chain. explore the relationships between

Effective partnerships are also fiscal and trade policies and

becoming more common at the the environment.

transnational level. Since the Earth
Summit in 1992, for example, The unfinished agenda

regional seas programs have made The ten principles outlined

important progress in the Baltic, above are helping to guide a new

Mediterranean, Black, and Aral generation of environmental poli-

Seas and in Lake Victoria. The - - cymaking around the world.

sharing of international rivers is - The new environmentalism-

also being addressed, albeit slowly. - characterized by greater rigor in

One encouraging recent example: ' factoring environmental costs and

the 12 countres of the Southern . - benefits into policymaking-puts

African Development Community 2- local people at the center of envi-

(SADC) recently signed a protocol ronmental strategies, diagnoses

for managing the 18 international and addresses behavioral causes

rivers in the reition. Principle 10: hicoiporate the e'ri- f environmental damage, and recognizes

Principle 9: Remenber that mun- ronment from the start. When it comes the political dimensions of environmental

agenent is more inrportant than : protecting the environment. prevention Is reform. This revolution in environmental

technology. The old-fashioned, tec.- much cheaper--and inoe effective- rha:: management is not complete. Rather. it is

ogy-driven approach to the environmernt : ::'e. \)lost coUlitries no%% seek to a:-ess an just beginning. In most countries, environ-

giving way to a recognition of the 7i ' 0 grte potential danmag- t roI\ an i - mental conditions are continuing to deterio-

role of good management. Improved man- :rucrural investment. BUT ;s now becoin' rate, in many instances in an irreversible

agement practices are always a conr.e- nit clear that such :crii may he carried: manner. Pursuing the new environ-
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Talking Points for Mr. Wolfensohn's Video Message, January 1 6th

* Greetings to President Figueres;

* Delighted to be able to talk to a group that includes Ministers and high level officials
from different kinds of ministries - integration of environment policy with economic

policy is crucial.

" Importance of technology for this kind of dialogue, and for disseminating the lessons

of development. W

* As we enter the third millennium the biggest challenge is to reduce poverty (and that

includes the things that accompany poverty - disease, civil violence, chronic inability
to alter one's life circumstances):

* 1.3 billion live on less than $1 a day
* By 2030, 3 billion more people added to the planet with 90% of the

growth coming from the developing world.

* 8 million children die every year because of polluted air and unsanitary
water. LIr-Avj &24%rTW

" No country has achieved a lasting reducing in poverty without steady economic & ,,,,

growth - East Asia provides the best example of growth and poverty reduction.

* BUT - East Asia also reveals the dark side of economic growth - congestion, massive

pollution, deforestation.

* In Central America, transition from 4 with high population

densities and poor infrastructure is putting a great strain on the environment - hh
rates of deforestation, soil erosio f endemic and endan ered speciesT"

- icara ua - About 7.7 million hectares of the country's 12 million

are a ected by erosion, due to deforestation and poor land uses.
- El Salvador - 31% of the country's farm land degraded
- In , Costa Rica largely covered by forests - today only 29%
(Costa Rica has made significant strides in reversing these trends.
250 of the territory now under some regime of protection.

* Ra growth that comatoohigh an environmental cost isn't sustainable.

oreover,-g-rowth without planning Tor env-ironental management inevitably leads
to higher pollution, deforestation, depletion of water resources and soil erosion. This
has an economic cost...

-In Panama, soil erosion results in losses of US $1.6 million

* This doesn't mean we should throw the baby out with the bathwater. Growth is

crucial, but the challenge is to integrate environmental concerns with growth.
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Three approaches:

1. Av id the ill effects of growth oriented projects through environmental assessments.
Much progress has been made in the countries and at the Bank in this direction.

- Since Environmental A,,were first introduced in October
1989, the Bank has screened more than 1,200 World Bank projects
for their envirorinai impac. ruff environmental se nts
have been carried out on 130 projects).

2. More and better investments to protect the environment. 0 v,
- 7uyears ago, the World Bank had only a single environmental

project, with only a handful of environmental experts.
- Today the Bank's environmental program is the largest program of

environmental investment in te world - retorm ot policy and legal
stu-ctures, capacity building for environmental monitoring and
evaluation, targeted funds for pollution protection, part protection,
river basin management.

- 68 countries are currently receiving financial and technical support
I W World Bank for environmental policy reforms.
- active Bank loans for these purposes currently total more than $11

biiion " Tinancing and te countries own financing are add
in, these investments total more than $25 billion.) ... C

3. Third, and most crucial of all - factor in environmental concerns directly into all
policymaking. For too long, finance ministers and planning ministers have neglected
environmental issues. My hope is that this would change and the Bank could support
more and more environmentally sustainable country programs.

" Many more people are beginning to understand the importance of this. In the 1990s
there has been a greening - not just of government policy, but also of corporate
policy.

* But in order for this greening to take effect and really have an impact, it has to be
made central to policy. It cannot be an afterthought.

" Signs that this is happening:
- Business is now movin from a t ronment as s hing

done as a goo wi gesture to placate public or environmental groups, to
one that takes is seriously as a way of doing business. (World Business
Council for Sustainable Development - good environment is good
business).

- National leaders are-also findinn that in the comoetition for financing a
good environment is an excellent welcome mat to business.

2



- And finance ministers are finding that environmental pricing and taxes
can generate much needed revenue.

Today about 100 countries have now prepared national environmental strategies and
tangible changes in addressing environmental issues are apparent in about half this
number.

" But there is a still a way to go.

" What does this mean for the Bank?

" Need to practice what we preach. Need to re-examine our assistance strategies in
agriculture, energy, infrastructure, and macroeconomic support through an
environmental lens. (integrate environmental planning into the CAS and ESW).

- Last year, first joint IMF-World Bank mission (to the Philippines) to
explore the relationships between fiscal and trade policies and the
environment.

* World Bank cannot do it alone - any more than you can. Need to build partnerships -
governments, UN agencies, other donors, NGOs, and the private sector.

* This seminar is a wonderful example not only of how we can work together, but of
how leaders in developing countries can take the lead in underlining the importance
of building in environmental costs and benefits directly into policymaking.

* We look forward to working with you in translating ideas and experiences from
around the world into practices most suited to your setting.

" Best wishes for the success of the seminar.....

3



Numbers on the environment for selected Central America countries.

COSTA RICA

The main environmental problem in Costa Rica was deforestation and loss of
biodiversity. A lot has been done recently, however, namely the creation of the
National Parks System, and the situation is under control.

(1) Costa Rica covers only 5 million hectares on the Central America isthmus
but links two continents and harbors about 5-7 percent of the earth's biological
diversity. Most of this biodiversity exists in forest areas.

(2) Though Costa Rica was largely covered by forest in 1940, the country now is
only 29%. Recent deforestation was 50-60,000 hectares per year, mostly for
converting to cattle ranching. Recently it has declined to 17,000 ha per year
(between 1986 and 1992) and to only 5,000 hectares in 1994.

(3) A 1994 World Bank study estimated that Costa Rica forests had a value,
conservatively estimated, of US $2.2 billion. The main value of Costa Rican
forests is for carbon sequestration (US $1.1 billion), followed by sustainable
timber (US $400 million), existence and option values (US $380 million),
ecotourism development (US $272 million) and watershed protection (US $60
million). These are the values that would be lost, conservatively estimated, if
remaining forests were to disappear.

(4) Estimates of the non-site erosion costs resulting from deforestation,
measured as value of nutrients lost, are about US $60 million annually.

(5) The decline in the stock value of forests, soils and fisheries, not
reported in the national accounts reached a peak in 1988 with an equivalent of
8.9 percent of GDP. Accounting for natural resources depletion and depreciation
reduces the reported value of agricultural GDP by 29%.

(6) Costa Rica has taken courageous steps to reverse these trends and conserve
and realize the full value of forests. 25% of the territory is now under some
regimen of protection and it is in these protected areas that most remaining
biodiversity is.

(7) Costa Rica has been able to capitalize more than most countries on these
environmental values, ensuring that environmental conservation contributes to
sustainable economic growth. For example tourism is the main source of foreign
exchange, and ecotourism, principally based on the country's forest resources is
the main reason tourists choose Costa Rica as a destination. Seventy five
percent of tourists visit at least one of the protected areas, and 57%



participate in other activities related to natural resources. Visitors numbered
684,000 in 1993, a sharp increase from 261,000 in 1985.

(8) Costa Rica has also been an important innovator in devising new ways to
generate wealth from environment conservation. A well known deal (US $1 million)
with a pharmaceutical company for prospecting Costa Rican biodiversity for
medical purposes has been replicated elsewhere. On reduction of green house
gases, Costa Rica is one of the countries with more Joint Implementation
Agreements under preparation or implementation. These are contracts in which a
party from a developed country pays a party in a developing country to follow
activities that reduce greenhouse gas emissions.

NICARAGUA

The main environmental problems in Nicaragua are water degradation and
contamination and soil erosion, mostly in the Pacific and Central regions.

(1) Nicaragua still counts with considerable areas of pristine forest areas in
the Atlantic Coast while the Pacific Coast and Central areas have been seriously
depleted. The Atlantic part of Nicaragua escaped the pressures that afflicted
the Pacific due to poor access, low population density and the civil war.

(2) About 7.7 million hectares of the country's 12 million are affected by
erosion, due to deforestation and poor land uses. Studies have found declines
in crop yields due to this problem. Other studies have estimated that arresting
soil erosion could yield incremental benefits to farmers of about US $23 per
hectare or about US $30 million for the entire farmed land of Nicaragua.

(3) Since 1950 forests have been reduced from 7 million hectares to an
estimated 4.3 million hectares.

(4) A major environmental problem in Nicaragua is water quality. Over 40 tons
of mercury of been discharged in Lake Managua in the last 20 years. Laguna
Asosca which supplies water to Managua has been contaminated by industrial
discharges. In the Pacific region of Nicaragua water contamination from
agrochemicals, mainly associated with cotton, is 4 times the amount allowed in
the United States.

(5) Nicaragua counts with important areas of mangroves. Mangroves are a
critical element of the food chain that supports the fishery. Each hectare of
mangrove lost can result in a loss of US $1,700 hectare in downstream activities
such as fisheries.



EL SALVADOR

Land degradation (loss of land's productive potential) is the most serious
environmental problem in El Salvador.

(1) 31 percent of the country's farmed land are degraded and this could have
serious impacts on agricultural production. On moderate and steep slopes,
between 53% and 83% of fields are affected by degradation, and the expected
problems are more severe. 13% of fields on step slopes are expected to suffer
severe yield declines. About 20-25% of farm households, mostly poor, depend on
these fields.

PANAMA

Deforestation and biodiversity losses are the main environmental problem in
Panama.

(1) Panama is the terrestrial bridge which unites the continental masses of North
and South America and its narrow mass separates the waters of the Pacific and
the Atlantic Oceans. This contributes to making Panama a country of outstanding
biodiversity.

(2) About 43% of Panama's forests still exist, mostly in the Atlantic.
Deforestation, caused in part by lack of farming opportunities in degraded
areas in the Pacific, approaches 55,000 hectares per year.

(3) Panama is making substantial efforts to protect some of these forests. The
Panama canal watershed, a protected area, ensures the sustainability of the
Panama Canal, a US $400 million a year operation.

(4) In the Pacific region where most agricultural activities of poor people are
concentrated, corresponding to about 650,000 hectares, soil erosion results in
losses of US $1.6 million, while the loss of 7,000 hectares of mangroves would
result in a loss of US $11.4 million.

Numbers on Honduras to follow



Honduras

Deforestation, 1981-90

1.1 thousand square kilometers, represents 2.4% of the total area

7.7% of total surface area in the country is nationally protected.



Talking Points for Mr. Wolfensohn's Video Message, January 16th

" Greetings to President Figueres;

* Delighted to be able to talk to a group that includes Ministers and high level officials
from different kinds of ministries - integration of environment policy with economic
policy is crucial.

" Importance of technology for this kind of dialogue, and for disseminating the lessons
of development.

" As we enter the third millennium the biggest challenge is to reduce poverty (and that
includes the things that accompany poverty - disease, civil violence, chronic inability
to alter one's life circumstances):

* 1.3 billion live on less than $1 a day
0 By 2030, 3 billion more people added to the planet with 90% of the

growth coming from the developing world.
0 8 million children die every year because of polluted air and unsanitary

water.

" No country has achieved a lasting reducing in poverty without steady economic

growth - East Asia provides the best example of growth and poverty reduction.

* BUT - East Asia also reveals the dark side of economic growth - congestion, massive

pollution, deforestation.

" In Central America, transition from a rural based economy, with high population

densities and poor infrastructure is putting a great strain on the environment - high
rates of deforestation, soil erosion and loss of endemic and endangered species...

-Nicaragua - About 7.7 million hectares of the country's 12 million

are affected by erosion, due to deforestation and poor land uses.
- El Salvador - 31% of the country's farm land degraded
- In 1940, Costa Rica largely covered by forests - today only 29%
(Costa Rica has made significant strides in reversing these trends.

25% of the territory now under some regime of protection.

* Rapid growth that comes at too high an environmental cost isn't sustainable.

Moreover, growth without planning for environmental management inevitably leads

to higher pollution, deforestation, depletion of water resources and soil erosion. This

has an economic cost...
-In Panama, soil erosion results in losses of US $1.6 million

" This doesn't mean we should throw the baby out with the bathwater. Growth is

crucial, but the challenge is to integrate environmental concerns with growth.



* Three approaches:

1. Avoid the ill effects of growth oriented projects through environmental assessments.
Much progress has been made in the countries and at the Bank in this direction.

- Since Environmental Assessments were first introduced in October
1989, the Bank has screened more than 1,200 World Bank projects
for their environmental impact. (Full environmental assessments
have been carried out on 130 projects).

2. More and better investments to protect the environment.
-10 years ago, the World Bank had only a single environmental

project, with only a handful of environmental experts.
- Today the Bank's environmental program is the largest program of

environmental investment in the world - reform of policy and legal
structures, capacity building for environmental monitoring and
evaluation, targeted funds for pollution protection, part protection,
river basin management.

- 68 countries are currently receiving financial and technical support
from the World Bank for environmental policy reforms.

- active Bank loans for these purposes currently total more than $11
billion (If cofinancing and the countries' own financing are added
in, these investments total more than $25 billion.)

3. Third, and most crucial of all - factor in environmental concerns directly into all
policymaking. For too long, finance ministers and planning ministers have neglected
environmental issues. My hope is that this would change and the Bank could support
more and more environmentally sustainable country programs.

* Many more people are beginning to understand the importance of this. In the 1990s

there has been a greening - not just of government policy, but also of corporate
policy.

* But in order for this greening to take effect and really have an impact, it has to be
made central to policy. It cannot be an afterthought.

" Signs that this is happening:
- Business is now moving from a view of the environment as something

done as a goodwill gesture to placate public or environmental groups, to
one that takes is seriously as a way of doing business. (World Business
Council for Sustainable Development - good environment is good
business).

- National leaders are also finding that in the competition for financing a

good environment is an excellent welcome mat to business.
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VIDEO message for the regional seminar on "Economic Globalization and
Sustainable Development"

Mr. Wolfensohn:

I enclose talking points for the video message, a background brief from EDI on the
Conference and the issue, and a selection of numbers/background on the environment in
Central America which Luis Constantino of LAC put together for me.

Caroline
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Talking Points for Mr. Wolfensohn's Video Message, January 1 6 th

" Greetings to President Figueres;

" Delighted to be able to talk to a group that includes Ministers and high level officials
from different kinds of ministries - integration of environment policy with economic
policy is crucial.

" Importance of technology for this kind of dialogue, and for disseminating the lessons

of development.

" As we enter the third millennium the biggest challenge is to reduce poverty (and that

includes the things that accompany poverty - disease, civil violence, chronic inability

to alter one's life circumstances):
* 1.3 billion live on less than $1 a day
* By 2030, 3 billion more people added to the planet with 90% of the

growth coming from the developing world.

* 8 million children die every year because of polluted air and unsanitary
water.

* No country has achieved a lasting reducing in poverty without steady economic
growth - East Asia provides the best example of growth and poverty reduction.

" BUT - East Asia also reveals the dark side of economic growth - congestion, massive

pollution, deforestation.

* In Central America, transition from a rural based economy, with high population
densities and poor infrastructure is putting a great strain on the environment - high

rates of deforestation, soil erosion and loss of endemic and endangered species...
-Nicaragua - About 7.7 million hectares of the country's 12 million
are affected by erosion, due to deforestation and poor land uses.

- El Salvador - 31% of the country's farm land degraded
- In 1940, Costa Rica largely covered by forests - today only 29%
(Costa Rica has made significant strides in reversing these trends.
25% of the territory now under some regime of protection.

" Rapid growth that comes at too high an environmental cost isn't sustainable.

Moreover, growth without planning for environmental management inevitably leads

to higher pollution, deforestation, depletion of water resources and soil erosion. This
has an economic cost...

In Panama, soil erosion results in losses of US $1.6 million

" This doesn't mean we should throw the baby out with the bathwater. Growth is

crucial, but the challenge is to integrate environmental concerns with growth.



* Three approaches:

1. Avoid the ill effects of growth oriented projects through environmental assessments.
Much progress has been made in the countries and at the Bank in this direction.

- Since Environmental Assessments were first introduced in October
1989, the Bank has screened more than 1,200 World Bank projects
for their environmental impact. (Full environmental assessments
have been carried out on 130 projects).

2. More and better investments to protect the environment.
-10 years ago, the World Bank had only a single environmental

project, with only a handful of environmental experts.
- Today the Bank's environmental program is the largest program of

environmental investment in the world - reform of policy and legal
structures, capacity building for environmental monitoring and
evaluation, targeted funds for pollution protection, part protection,
river basin management.

- 68 countries are currently receiving financial and technical support
from the World Bank for environmental policy reforms.

- active Bank loans for these purposes currently total more than $11
billion (If cofinancing and the countries' own financing are added
in, these investments total more than $25 billion.)

3. Third, and most crucial of all - factor in environmental concerns directly into all

policymaking. For too long, finance ministers and planning ministers have neglected
environmental issues. My hope is that this would change and the Bank could support

more and more environmentally sustainable country programs.

" Many more people are beginning to understand the importance of this. In the 1990s

there has been a greening - not just of government policy, but also of corporate

policy.

" But in order for this greening to take effect and really have an impact, it has to be

made central to policy. It cannot be an afterthought.

* Signs that this is happening:
- Business is now moving from a view of the environment as something

done as a goodwill gesture to placate public or environmental groups, to
one that takes is seriously as a way of doing business. (World Business
Council for Sustainable Development - good environment is good

business).
- National leaders are also finding that in the competition for financing a

good environment is an excellent welcome mat to business.

2



- And finance ministers are finding that environmental pricing and taxes
can generate much needed revenue.

Today about 100 countries have now prepared national environmental strategies and
tangible changes in addressing environmental issues are apparent in about half this
number.

" But there is a still a way to go.

" What does this mean for the Bank?

* Need to practice what we preach. Need to re-examine our assistance strategies in
agriculture, energy, infrastructure, and macroeconomic support through an
environmental lens. (integrate environmental planning into the CAS and ESW).

- Last year, first joint IMF-World Bank mission (to the Philippines) to
explore the relationships between fiscal and trade policies and the
environment.

* World Bank cannot do it alone - any more than you can. Need to build partnerships -
governments, UN agencies, other donors, NGOs, and the private sector.

" This seminar is a wonderful example not only of how we can work together, but of
how leaders in developing countries can take the lead in underlining the importance
of building in environmental costs and benefits directly into policymaking.

* We look forward to working with you in translating ideas and experiences from
around the world into practices most suited to your setting.

* Best wishes for the success of the seminar.....

3
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Numbers on the environment for selected Central America countries.

COSTA RICA

The main environmental problem in Costa Rica was deforestation and loss of
biodiversity. A lot has been done recently, however, namely the creation of the
National Parks System, and the situation is under control.

(1) Costa Rica covers only 5 million hectares on the Central America isthmus
but links two continents and harbors about 5-7 percent of the earth's biological
diversity. Most of this biodiversity exists in forest areas.

(2) Though Costa Rica was largely covered by forest in 1940, the country now is
only 29%. Recent deforestation was 50-60,000 hectares per year, mostly for
converting to cattle ranching. Recently it has declined to 17,000 ha per year
(between 1986 and 1992) and to only 5,000 hectares in 1994.

(3) A 1994 World Bank study estimated that Costa Rica forests had a value,
conservatively estimated, of US $2.2 billion. The main value of Costa Rican
forests is for carbon sequestration (US $1.1 billion), followed by sustainable
timber (US $400 million), existence and option values (US $380 million),
ecotourism development (US $272 million) and watershed protection (US $60
million). These are the values that would be lost, conservatively estimated, if
remaining forests were to disappear.

(4) Estimates of the non-site erosion costs resulting from deforestation,
measured as value of nutrients lost, are about US $60 million annually.

(5) The decline in the stock value of forests, soils and fisheries, not
reported in the national accounts reached a peak in 1988 with an equivalent of
8.9 percent of GDP. Accounting for natural resources depletion and depreciation
reduces the reported value of agricultural GDP by 29%.

(6) Costa Rica has taken courageous steps to reverse these trends and conserve
and realize the full value of forests. 25% of the territory is now under some
regimen of protection and it is in these protected areas that most remaining
biodiversity is.

(7) Costa Rica has been able to capitalize more than most countries on these
environmental values, ensuring that environmental conservation contributes to
sustainable economic growth. For example tourism is the main source of foreign
exchange, and ecotourism, principally based on the country's forest resources is
the main reason tourists choose Costa Rica as a destination. Seventy five
percent of tourists visit at least one of the protected areas, and 57%



participate in other activities related to natural resources. Visitors numbered
684,000 in 1993, a sharp increase from 261,000 in 1985.

(8) Costa Rica has also been an important innovator in devising new ways to
generate wealth from environment conservation. A well known deal (US $1 million)
with a pharmaceutical company for prospecting Costa Rican biodiversity for
medical purposes has been replicated elsewhere. On reduction of green house
gases, Costa Rica is one of the countries with more Joint Implementation
Agreements under preparation or implementation. These are contracts in which a
party from a developed country pays a party in a developing country to follow
activities that reduce greenhouse gas emissions.

NICARAGUA

The main environmental problems in Nicaragua are water degradation and
contamination and soil erosion, mostly in the Pacific and Central regions.

(1) Nicaragua still counts with considerable areas of pristine forest areas in
the Atlantic Coast while the Pacific Coast and Central areas have been seriously
depleted. The Atlantic part of Nicaragua escaped the pressures that afflicted
the Pacific due to poor access, low population density and the civil war.

(2) About 7.7 million hectares of the country's 12 million are affected by
erosion, due to deforestation and poor land uses. Studies have found declines
in crop yields due to this problem. Other studies have estimated that arresting
soil erosion could yield incremental benefits to farmers of about US $23 per
hectare or about US $30 million for the entire farmed land of Nicaragua.

(3) Since 1950 forests have been reduced from 7 million hectares to an
estimated 4.3 million hectares.

(4) A major environmental problem in Nicaragua is water quality. Over 40 tons
of mercury of been discharged in Lake Managua in the last 20 years. Laguna
Asosca which supplies water to Managua has been contaminated by industrial
discharges. In the Pacific region of Nicaragua water contamination from
agrochemicals, mainly associated with cotton, is 4 times the amount allowed in
the United States.

(5) Nicaragua counts with important areas of mangroves. Mangroves are a
critical element of the food chain that supports the fishery. Each hectare of
mngrove lost can result in a loss of US $1,700 hectare in downstream activities
such as fisheries.



EL SALVADOR

Land degradation (loss of land's productive potential) is the most serious
environmental problem in El Salvador.

(1) 31 percent of the country's farmed land are degraded and this could have
serious impacts on agricultural production. On moderate and steep slopes,
between 53% and 83% of fields are affected by degradation, and the expected
problems are more severe. 13% of fields on step slopes are expected to suffer
severe yield declines. About 20-25% of farm households, mostly poor, depend on
these fields.

PANAMA

Deforestation and biodiversity losses are the main environmental problem in

Panama.

(1) Panama is the terrestrial bridge which unites the continental masses of North

and South America and its narrow mass separates the waters of the Pacific and
the Atlantic Oceans. This contributes to making Panama a country of outstanding
biodiversity.

(2) About 43% of Panama's forests still exist, mostly in the Atlantic.
Deforestation, caused in part by lack of farming opportunities in degraded

areas in the Pacific, approaches 55,000 hectares per year.

(3) Panama is making substantial efforts to protect some of these forests. The
Panama canal watershed, a protected area, ensures the sustainability of the

Panama Canal, a US $400 million a year operation.

(4) In the Pacific region where most agricultural activities of poor people are

concentrated, corresponding to about 650,000 hectares, soil erosion results in
losses of US $1.6 million, while the loss of 7,00chectares of mangroves would
result in a loss of US $11.4 million.

Numbers on Honduras to follow
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ANNEX 1
Seminar Objectives, Audience, Content & Expected Outcomes:

Objectives:
" to help include incorporate environmental concerns in economic policies
" to help macroeconomists and sectoral leaders to work together on
environmental concerns

Audience: A total of 120 participants will come from a broad base of stakeholders:

" President of Costa Rica, Jose Maria Figueres
* Ministers from Environment, Economic Planning and Finance Ministries
* Senior government officials (policy and decision-makers from economic,
finance/planning, agriculture or industry and environment ministries)
* Parliamentarians (with some representatives from EU national parliaments)
* Journalists
" NGOs and the private sector (Councils of Sustainable Development)

Content: During the week, the individual seminars will cover topics such as:
* environmental standards and competitiveness in trade;
" environmental laws and regulations
" the role of civil society in environmental management
" public-private sector collaboration for environmental management
" decentralization and the role of local governments
" the Meso-American biodiversity corridor

Expected Outcomes:

Partner Institutions

* improve the capacity of partner institutions to collaborate in key sectors
affecting sustainable development;

Ministers, Senior Policy Makers and Parliamentarians

* sensitize policy-makers to the need for incorporating environmental concerns
into economic policies;

Councils for Sustainable Development and Journalists

* influence public opinion on the environment and sustainable development



All Audiences
" exchange experiences among national institutions, multilateral agencies, and

NGOs engaged in environment and development in Central America;
* facilitate implementation of national action programs on environmentally

sustainable economic development; and,
* build capacity for environmental work.
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ANNEX 2
Issues for Economic Globalization and Sustainable Development

in Central America

Summary:

Why is economic globalization important to Central American States?

Can growth and environmental protection go together?

Since environmental damage arises primarily from inappropriate economic incentives,
what specific policy reforms can help the environment?

How can the Bank and member governments work together:
-Develop partnerships
-Promote win-win solutions
-improve integration of environment in all aspects of Bank work
-the "New Environmentalism"

A. Why is economic globalization important to Central American States?

" There is a heavy reliance on external markets for economic growth. The crisis that
exploded in the region in the early 1980s was influenced as much by political and by
economic factors. The immediate economic cause can be traced to the sharp
deterioration in the region's terms of trade and a recession-induced decline in the
demand for its primary exports. Similarly, economic expansion in the 1990s is linked
to the increase of non-traditional exports, the expansion of in-bond sectors and an
increase in tourism.

* The potentialfor trade is high. The main trading partner for the Central American
States is the USA. Increased penetration in US markets as well as expansion into the
EU and Latin American economies are potential growth areas for the region.

* But, the process of economic growth threatens the environment. The pace of
environmental degradation is high as the transition from primarily rural-based
economies, characterized by high population densities, poor infrastructure and
technology, and degrading natural resources, are putting tremendous strains on the
environment. The rates of deforestation, soil erosion and loss of endemic and
endangered species in the tropical forests are high; and the forests and wetlands of the
Meso-American corridor are important for migratory species.



B. Can growth and environmental protection go together?

* Yes, but only if there are some major changes: at the highest levels, macroeconomic
and sectoral policy making has traditionally been divorced from environmental
management. We might all agree that changes are needed in the following respects:

0 Traditionally, there has not been much regard for the consequences of
development policies on deforestation, fishery over-exploitation, or
biodiversity destruction, Planning and finance ministries have tended to
worry about budgets, trade, industrial expansion, incomes, employment
and prices, to the exclusion of the environment.

0 Traditionally, the most widespread and persistent problems of
environmental degradation are due not to specific projects but to
pressures associated with growth. However, environmental protection
agencies have concentrated on regulating environmental problems of
specific, large-scale projects such as road or dam construction.

0 Recent Bank studies and current operational work have increased
awareness of the potential for mitigating the environmental problems
associated with growth, if environmental management considerations
are integrated directly in the process of countrywide economic planning
and policy reforms.

C. Since environmental damage arises primarily from inappropriate economic
incentives, what specific policy reforms can help the environment?

* Despite the increase of many forms of environmental damage in Central America,
rapid growth per se is not the underlying. For instance, almost the same environmental
problems face countries with higher levels of economic growth (e.g. Costa Rica) and
those with lower levels of economic growth (e.g. Guatemala). Environmental damage is
largely an unintended (and often an unnecessary) consequence of economic activity.

" Sources of environmental problems: failure to account for the negative
environmental effects of growth or undervaluation of the benefits from environmental
protection. Excessive damage to the environment, whether in the form of air and
water pollution or over extraction of timber occurs in large part because many
benefits of conserving these environmental resources are not captured in the workings
of markets.

* Unfortunately, governments who are in a position to correct the wrong signals of the
price system often worsen matters by subsidizing environmental damage directly.
Typically, the biggest culprits in this regard are subsidies to activities or inputs that are



damaging to the environment, such as pesticides, commercial logging, irrigation water,
electric power, and fuels.

0 The role for governments is, therefore, to take the necessary steps to ensure that
businesses, consumers and their own agencies take the real costs of environmental
damage into account in making decision.

* The bottom line for economic planners and environmental managers -- promoting
sustainable development will require:

a) that economic planning agencies also become environmentally
involved;

b) at the same time, environmental agencies need to be involved in
economic policy making, to recognize that their environmental protection impact
will be limited unless their activities are coordinated with their countries and in
their economic development ministries.

D. How can the Bank and member governments work together?

Guiding principles to promote the environmental agenda. Since the late 1980s, when the
Bank had made significant progress in managing the environmental impacts of individual
projects, the Bank has moved its focus from a consideration of the environment at the
project level, to one where environmental issues are integrated into macroeconomic and
sectoral policy discussions and investments. The lessons that we have learned can be
used a guiding principles to promote the agenda. These include the following [all text in
quotes is taken from Mr. Wolfensohn's speeches]

* We need to build partnerships in order to ensure environmentally sustainable
development.

". . . we recognize the importance of the environment; we recognize that we don't
have a lock on ideas; we recognize that we need partnerships ... the Bank and I
particularly am passionately committed to the development of alliances and partnerships
throughout the world.

* We need to focus on the "win-win" situations since economic growth and poverty
reduction can be made compatible with environmental sustainability.

. . approaching issues of the environment is not just approaching a single issue.
Solutions to the environment are not ordained. The solutions are systemic. You cannot
say to someone who has no food that because of the long-term interests of the
environment, they should not cut down that tree, because their life is involved":



"You cannot make it sustainable unless you bring it together. And we have to do
it within a political environment in countries where the people know that what we are
doing is in their best interests as it is in the interests of our planet."

0 We need to integrate environmental considerations in all aspect of Bank work,
including support for policy reform.

"...this institution cares about the environment and ... everything we do considers
the environment. I hope that you will understand that what we are trying to do is part of
systemic solutions, that we are concerned about having realistic solutions, not just token
shows in relationship to the environment. Because to have sustainable development, you
must have a combination of economic forces, social forces, political forces with
environmentally-friendly projects.

* We need to encourage the "new environmentalism" which is gradually emerging and
is reflected in the World Bank environmental portfolio.

This "new environmentalism" aims to move environmental issues upstream in
policy and lending so that environmental concerns are integrated at the conception of a
policy or program. The ten principles of the "new environmentalism"are:

0 Set priorities carefully.
0 Make every dollar count.
0 Harness "win-win" opportunities.
0 Use market instruments where feasible.
0 Economize on administrative and regulatory capacity.
0 Work with the private sector, not against it.
0 Involve citizens thoroughly.
0 Invest in partnerships that work.
0 Remember that management is more important than technology.
0 Incorporate the environment from the start.
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Ten Principles of the New Envivnrmentalism
ANDREW STEER

implementation. Most environmental prob- ixtv-eight carontries are currently re-

A quiet revolution has been lems continue to intensify, and in many ceiving financial and technical support
countries there are fe'v grounds for opti- from the Wrorl Bank for environmental

under way during the 1990s mism. Nonetheless, in a zrowing number of p licv reforms and associated investments.

as environmental sustainabil- other countries, awareness is leading to Active Bank loans for these purposes cur-

action, as policymakers begin to bring their rently total more than 811 billion. If co-
ity has gradually become an money and political capital into line with financing and the countries' own financing

important theme in policy- their rhetoric. About 100 countries have are added in, these investments total more

making around the world. now prepared nationa -nvironmental stra- than S25 billion. (See Chart 1 for tren s :n
tegies, and tangible changes in addressing World Bank lending.)
environmental issues a-e apparent in about These investments cover a wide variety

half this number. of environmental problems, ranging from

profound change in our under- 
Chartstanding of the links between eco- World Bank financing for the environment: the active portfolio 1

nomic development and the natural

environment. The key propositions of
sustainable development laid out in the
Brundtland Commission Report in 1987
and in te Rio de Janeiro Earth Summit's on
Agenda 21 in 1992 were controversial at the
time but are now broadly accepted-even
among mainstream economic policymakers.
Among such propositions are the following:

* there is a crucial and potentially posi-
tive link between economic development
and the environment;

* the costs of inappropriate economic
policies on the environment are very high;

- addressing environmental problems
requires that poverty be reduced;

* economic growth must be guided by
prices which incorporate environmental
values; and

e since environmental problems pay no 1986 88 89 90 91 92 93 94 95 96
respect to borders, global and regional col- Fiscal year 2

laboration is sometimes needed to comple- Source: World Bank, Environr--nt Department.
1 Active World Bank projects *nose objectives are primarily environmental are included here. out Global Environrmnt Facility

ment national and regional actions. projects are not. The number of Drojects approved in each financial year appears on top of the corresponding vertical bar.

Broad acceptance of these propositions, The total financing made availacue in each financial year is measured by the height of the corresconding vertical bar.
2 The World Bank's fiscal years extend from July I of the preceding year to June 30 of the spec 'ed year. For example,

however. has not assured their effective fiscal year 1996 ran from July - -995 to June 30, 1996.

Andrew Steer,
a UK national, is Director of the Environment Department, World Bank.
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industrial pollution and coastal-zone man- technical analysis of the health, productiv- the Czech Republic, and Mexico have led

agement to protectec-areas management ity, and ecological impacts of environmen- this effort. The new emphasis on cost-effec-

and biodiversity conservation (see box). tal problems, the plan identifies the tiveness is allowing much more to be

Despite this variety, however, some impor- problems that must be addressed immedi- achieved with limited resources. It requires

tant common distinctons are becoming ately. This approach differed radically from a multidisciplinary approach-one that

clear. A "new environncentalism" is emerg- that of previous efforts to address Eastern calls for environmental specialists and econ-

ing. as policies are beig adopted that differ Europe's problems, which, by failing to omists to work together to identify the
from those tradition,-:y implemented by establish priorities, favored a broad. shal- lowest-cost methods of addressing key envi-

industrial nations. A -ecent review of the low, and expensive approach to problems. ronmental problems. Chart 2 illustrates how

World Bank's environmental lending port- Thailand was another pioneer in the field: this approach can help to reduce carbon

folio identified ten prc::ciples undergirding when a priority-setting exercise in 1992 emissions in Ukraine. It shows that the

this "new environnntalism." Although identified lead pollution as one of the coun- costs of different options for reducing these

these principles may s--em straightforward try's most critical problems, a full-scale emissions vary substantially. The net costs

and uncontroversial -day, a decade ago effort was mobilized and leaded gasoline of introducing gas metering and improving
they were not. And th stand in sharp con- was phased out in just four years. Probably industrial efficiency are actually estimated

trast to most envirorn:ental policymaking about 50 countries in the developing world to be negative, because in each case the

in member countries af the Organization have undertaken serious priority-setting value of the resulting energy savings ex-

for Economic Coopt:tion and Develop- exercises so far. The best of these combine ceeds the costs, while the costs of introduc-

ment (OECD) over the nast thirty years. the "sharp pencil" approach to carrying out ing coal-fired or gas-fired district heating
Principle 1: Set priorities care- analysis with participatory prioritizaion at are estimated to be both positive and sub-

fully. The seriousness of environmental the community level. stantial. By identifying a country's least-

problems and the s-arcity of financial Principle 2: Make every dollar cost options, the required reduction in its

resources have requ'.-d tough prioritiza- count. Most environmental policies. in- emissions can often be achieved at moder-

tion and the phasing cf remedial actions. cluding the successful ones, have been ate, or even negative, cost. The effort to re-

The Eastern Eur- 7an Environmental unnecessarily expensive. Developing coun- duce Ukraine's carbon emissions is just one

Action Plan-prepar7 _ by the World Bank, tries cannot afford the high-cost approaches of many such efforts currently under way.

the European Union. Lnd all of the coun- traditionally used in industrial countries, Principle 3: Harness "win-win"

tries in the region--was a pioneering and and a new emphasis on cost-effectiveness is opportunities. Some gains in the environ-

influential effort in ths regard. Based upon therefore taking root. Countries like Chile, ment will involve costs and trade-offs.
Others can be achieved as by-prod-
ucts of policies designed to improve
efficiency and reduce poverty. Given

The World Bank's environmental portfolio the scarcity of resources that can be

The World Bank is currently financing efforts by 62 countries to improve environmental management. devoted to solving environmental
Projects are of three ty-pes: those designed to address pollution and urban environmental problems, problems, the latter kind of policies
those addressing rural environmental issues, and those seeking to build in-country institutional should form the first line of attack.
capacity for environmental management. Reducing subsidies on the use of

natural resources is the most obvious

World Bank's portfolio of active environmental projects "win-win" policy. There is some good
(as of July 1996) news here: preliminary calculations

suggest that energy subsidies in
Number Number World Bank Total Average size developing countries and Eastern

of of contribution project of loan
Project focus projects countries (loan or credit) cost or credit Europe have fallen by about half

(billion dollars) (million dollars) (from around $200 billion per year)
since the early 1990s. A growing

Pollution and the urban environment 1 58 31 6.9 17.3 118 nce th ear1s e byoBang

Rural environmental management 2 69 41 3.6 7.0 52 number of countries, led by Ban
Environmental institutions 3 26 23 0.9 1.6 36 gladesh and Indonesia, have elimi-

nated pesticide subsidies; and a
Total 153 62 11.5 26.0 75 surprising number of countries,

Source: World Bank, Ervironment Department including China and India, have
' Typically includes caoacity building, funds for on-lending to enterprises and agencies, direct investment in pollution begun to reduce subsidies on irriga-

prevention and abatement, and support for policy reform for improved environmental managment.
2 Addressing issues indcuding biodiversity conservation, management of forests, and conservation of land and water tion water. which accounts for more

resources. than 80 percent of all water use.

3 Aimed at strengthening national and local environmental management capacity. Clarifying and reallocating prop-
erty rights is often another "win-win"

In addition to these dree categories of environmental projects, the Bank also implements the Global policy. Countries such as Azerbaijan,

Environment Facility (GEF) and the Montreal Protocol (MP). Over the past year. S126 million was Colombia, the Philippines, and South

committed for 15 new GEF projects, bringing the total GEF portfolio to $506 million for 59 projects Africa are now embarked upon

over the four focal areas- Biodiversity, Climate Change, Ozone Depleting Substances (ODS) Phaseout, market-based and negotiated land

and International Waters. The NIP portfolio has also grown during the same period and now totals reform, which, in turn, is expected
$214 million approved for 461 subprojects. to have beneficial impacts on the

environment.

Finance & Development / December 1996 5



Principle 4: Use market instru- of intervention and are recognizing that being found to catalyze private financial

ments where feasible. Market-based nongovernmental and community groups Tlos in the service of the environment.

incentives to reduce environmental damage can help foster compliance. Informed public This year, for example, the World Bank

are best in principle and often in practice opinion can also play a powerful role in Group's International Finance Corporation

as well. They stand in sharp contrast to exposing and holding accountable private tIFC) launched a Biodiversity Venture

the traditional command-and-control and firms and government agencies that abuse Capital Fund and is planning to launch

technology-driven regulations that have the environment. Recognizing this, in 1996. siilar funds to promote the use of renew-

been the norm until recently. A number of Indonesia, with support f rom the World able energy. Private finance is also being

developing countries are experimenting Bank. introduced a five-star system for channeled into environment-improving ac-

with innovative approaches involving emis- rating the environmental performance of TIvities, such as waste-treatment facilities

sions and effluent charges. market-based industrial enterprises. Such public disclo- and energy-efficiency improvement. The

extraction charges, and t aadable permits. sure and public education cpaigs World Bank Group is helping to encourage

For example, Chile and Peru have recentl. can often have a much more powerfal this trend by providing partial risk guaran-

introduced new fishing law involving t- impact than more traditio :il regulatoy tees and other instruments.

able harvesting permits: China is enforcing approaches. Principle 7: Involve citizens

new charges on sulfur dioxide emissions,: Principle 6: Work irith the private thoroughly. When a countrv's environ-

Thailand is experimenng with perfor- sector, not against it. Rcognizing their mental problems are addressed, the

mance bonds for hazardous waste; and limited regulatory capacity and the need chances of success are greatly enhanced if

Malaysia has recently strengthened its ad- for accelerated private inxstment. many local citizens are involved. This has been

tem of effluent chargee. governments are switching from a control- well known for years for rural programs

Principle 5 Econoize on ad- dominated attitude toward the pri%-mae and is now becoming equally evident in

ininistrative and regulatory capac- sector to one that involves dialogue and efforts to manage pollution and waste in

ity. In developing countries. administration negotiated, monitorable pr grans. In seese urban areas.

and enforcement capacit:: is often as scarce countries, gw--'nments are working n.n Such involvement is needed for four -ee-

as money. Many countries are recognizing private sector environmnntl leaders :o sons. First, local citizens are often tenter

that they cannot adopt the highly "enforce- encourage environmental improvements able than government officials to identify

ment-intensiv approaches of industrial throughout the value chain lincluding sup- the priorities for action. Second, members

countries and consequenly are experiment- plying industries). Self-e-nf rcement and of local communities often know about

ing with more self-enforcing policies (such independent centfication schemes (such as cost-effective solutions that are not

as deposit-refund schemnes and perfor- ISO 14000. a system for certifying that available to governments. Third, the mnoti-

mance bonds) and bhmter instruments companies have sound environmental man- vation and commitment of communities are

(such as fuel taxes or import bans on agement systems in place) are also plaY\ng often what sees an environmental project

certain types of pesticide, rith fewer points a much larger role. Innovative ways are through to completion. This is especially
true, for example, for soil conservation and

afforestation projects. Whether one looks at

Chart 2 the soil clubs of northeast Brazil in the

Costs of reducing carbon emissions in Ukraine 1980s or the Sahelian community-based

(dollars) 
land management programs of the 1990s.

12st per- 20.5 the message is clear: participation xv.

metric ton 
Programs are much more successful if they

of carbon 
are developed with the beneficiaries rather

equivalent 
than for them.

The fowi-tt reason for citizen involve-

ment is that it can help build constituencies

for change. Most environmental reforms

will be opposed by those who have bene-

fited from the right to pollute and degrade

without penalty. Following through on

environmental reform therefore requires a

0 3public constituency for change to act as a

Greenhouse gas emissions avoided counterweight. This is why a growing

- (in metic Qfns of j3Con equivalent number of concerned governments are
asr investing in public awareness campaigns

m40 gand fostering a vibrant nongovernmental

environmental movement.
Principle 8: Invest in partner-

ships that work. Smart governments are

Source: Wortd Bank, 1994, Ukraine Energy Optons ' 3 realizing that they are often most effective

Environment Analysis (Washington. in dealing with environmental issues when

they work in partnerships. Most countries

now involve nongovernmental specialists

in their priority-setting exercises. and
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tripartite relationships-including the gay- technical assistance provided to improve Methodologies for carrying out such sec-

ernment, the private sector, and community the management of steel plants has trans- toral environmental assessments are still

organizations-are increasingly common. formed their environmental performance evolving, and a good deal of research is cur-

The value of such partnerships stems from from among the worst to among the best in rently under way. The World Bank, for
not only the different perspectives and the developing world. example, recently launched an important

skills that are brought to the table but also Conversely, bad managers can wipe learning exercise entitled "global overlays"
the necessity of carrying out concerted ou the benefits of nev technologies. in which issues of biodiversity and climate

actions to address some environmental Fiousands of heavily polluting industrial change will be factored into sectoral poli-
issues. plants around the world have purchased cies in agriculture, energy, transportation,

Forest management is a good exa:qcle. ecuipment incorporating expensive envi- and infrastructure.

Moving from current unsustainable prac- -onmental technologies that is currently Moving upstream in environmental pol-
tices to those which incorporate z-':ther unused or poorly maintained. The icy is also occurring in the design of
knowledge about sustainable har new environmentalism, therefore, gives macroeconomic, trade, and fiscal policies.

and processing often requires con :e- trong emphasis to good housekeeping and Countries such as C~te d'lvoire, the Czech

action by private, community, and govn- :nanagerial improvements and to the Republic. Mexico. Peru. and Poland have

mental actors. This past year, the \ :-eform of public enterprist2. expor how their economic reforms may

Bank helped establish a Forest affect the environment and are

Management Transformation In- seeking to put in place comple-
itiative that will bring together mentary environmental policies.

leading private enterprises, non- A recent World Bank review

governmental and community spe- analyzes the experience of 12

cialists, and international financial such countries. This year also

institutions to help remove con- saw the dispatching of the first

straints to adopting sustainable joint IMF-World Bank mission

practices throughout the forest- (to the Philippines) assigned to

product value chain. explore the relationships between

Effective partnerships are also fiscal and trade policies and

becoming more common at the the environment.

transnational level. Since the Earth
Summit in 1992, for example, The unfinished agenda
regional seas programs have made The ten principles outlined

important progress in the Baltic, above are helping to guide a new

Mediterranean, Black, and Aral generation of environmental poli-

Seas and in Lake Victoria. The -. 777. cymaking around the world.

sharing of international rivers is The new environmentalism-

also being addressed, albeit slowly. characterized by greater rigor in

One encouraging recent example: factoring environmental costs and

the 12 countries of the Southern benefits into policymaking-puts
African Development Communitv local people at the center of envi-

(SADC) recently signed a protocol ronmental strategies, diagnoses

for managing the 18 international and addresses behavioral causes

rivers in the region. Principle 10: Incorporate the en vi- of environmental damage, and recognizes

Principle 9: Remember that man- ronment from the start. When it comes the political dimensions of environmental

agement is more important than to protecting the environment, prevention is reform. This revolution in environmental

technology. The old-fashioned, technol- much cheaper-and more effective-than management is not complete. Rather, it is

ogy-driven approach to the environmen: is ure. .\lost countries now seek to assess and just beginning. In most countries, environ-

giving way to a recognition of the croial mitigate potential damage from new infras- mental conditions are continuing to deterio-

role of good management. Improved man- :ructural investment. But it is now becom- rate, in many instances in an irreversible

agement practices are always a compie- ing clear that such activities may be carried manner. Pursuing the new environ-

ment to, and sometimes a substitute for, out too late in the cycle to have optimum mentalism is therefore a very urgent

investment in equipment. impact. A small but irowing number of challenge-one that economists, as well as

Good managers can achieve large im- efforts are now being made to morve ecologists and technical specialists, need to

provements in the environment at little upstream" to factor environmental con- be fully engaged in meeting. FDI

cost. Examples abound. In Eastern Europe. cerns into the formulation of countries' sec-
lead smelters have shown a 60-80 percent toral strategies. Countries such as Nepal

reduction in air pollution and lead dust as a and Vietnam are currently seeking to take

result of improved housekeeping and mod- environmental costs and benefits into

est investments. In Latin America. im- account when designing their country-wide. For more details on the World Bank's work on
proved efficiency stemming from the least-cost energy strategies. Such sectoral the environment, see the October 1996 issue of
privatization of mining activities has environmental assessments are expected Environment Matters, which can be obtained bi

sharply improved the management of tail- to become standard practice in the comine writing to the Environment Department, World

ings and wastewater. And in Egypt, recent few years. Bank, ashington, DC 20433, USA.
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16' January 1997

Video Conference for seminar on "Economic Globalization and Sustainable
Development" in Central America

Mr. Wolfensohn:

I enclose talking points for the above event; a background brief friom EDI on the
audience and the issue; and some numbers on environmental degradation in Central
America which Luis Constantino of LAC put together for me.

Caroline
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Numbers on the environment for selected Central America countries.

COSTA RICA

The main environmental problem in Costa Rica was deforestation and loss of
biodiversity. A lot has been done recently, however, namely the creation of the
National Parks System, and the situation is under control.

(1) Costa Rica covers only 5 million hectares on the Central America isthmus
but links two continents and harbors about 5-7 percent of the earth's biological
diversity. Most of this biodiversity exists in forest areas.

(2) Though Costa Rica was largely covered by forest in 1940, the country now is
only 29%. Recent deforestation was 50-60,000 hectares per year, mostly for
converting to cattle ranching. Recently it has declined to 17,000 ha per year
(between 1986 and 1992) and to only 5,000 hectares in 1994.

(3) A 1994 World Bank study estimated that Costa Rica forests had a value,
conservatively estimated, of US $2.2 billion. The main value of Costa Rican
forests is for carbon sequestration (US $1.1 billion), followed by sustainable
timber (US $400 million), existence and option values (US $380 million),
ecotourism development (US $272 million) and watershed protection (US $60
million). These are the values that would be lost, conservatively estimated, if
remaining forests were to disappear.

(4) Estimates of the non-site erosion costs resulting from deforestation,
measured as value of nutrients lost, are about US $60 million annually.

(5) The decline in the stock value of forests, soils and fisheries, not
reported in the national accounts reached a peak in 1988 with an equivalent of
8.9 percent of GDP. Accounting for natural resources depletion and depreciation
reduces the reported value of agricultural GDP by 29%.

(6) Costa Rica has taken courageous steps to reverse these trends and conserve
and realize the full value of forests. 25% of the territory is now under some
regimen of protection and it is in these protected areas that most remaining
biodiversity is.

(7) Costa Rica has been able to capitalize more than most countries on these
environmental values, ensuring that environmental conservation contributes to
sustainable economic growth. For example tourism is the main source of foreign
exchange, and ecotourism, principally based on the country's forest resources is
the main reason tourists choose Costa Rica as a destination. Seventy five
percent of tourists visit at least one of the protected areas, and 57%



participate in other activities related to natural resources. Visitors numbered
684,000 in 1993, a sharp increase from 261,000 in 1985.

(8) Costa Rica has also been an important innovator in devising new ways to
generate wealth from environment conservation. A well known deal (US $1 million)
with a pharmaceutical company for prospecting Costa Rican biodiversity for
medical purposes has been replicated elsewhere. On reduction of green house
gases, Costa Rica is one of the countries with more Joint Implementation
Agreements under preparation or implementation. These are contracts in which a
party from a developed country pays a party in a developing country to follow
activities that reduce greenhouse gas emissions.

NICARAGUA

The main environmental problems in Nicaragua are water degradation and
contamination and soil erosion, mostly in the Pacific and Central regions.

(1) Nicaragua still counts with considerable areas of pristine forest areas in
the Atlantic Coast while the Pacific Coast and Central areas have been seriously
depleted. The Atlantic part of Nicaragua escaped the pressures that afflicted
the Pacific due to poor access, low population density and the civil war.

(2) About 7.7 million hectares of the country's 12 million are affected by
erosion, due to deforestation and poor land uses. Studies have found declines
in crop yields due to this problem. Other studies have estimated that arresting
soil erosion could yield incremental benefits to farmers of about US $23 per
hectare or about US $30 million for the entire farmed land of Nicaragua.

(3) Since 1950 forests have been reduced from 7 million hectares to an
estimated 4.3 million hectares.

(4) A major environmental problem in Nicaragua is water quality. Over 40 tons
of mercury of been discharged in Lake Managua in the last 20 years. Laguna
Asosca which supplies water to Managua has been contaminated by industrial
discharges. In the Pacific region of Nicaragua water contamination from
agrochemicals, mainly associated with cotton, is 4 times the amount allowed in
the United States.

(5) Nicaragua counts with important areas of mangroves. Mangroves are a
critical element of the food chain that supports the fishery. Each hectare of
mangrove lost can result in a loss of US $1,700 hectare in downstream activities
such as fisheries.



EL SALVADOR

Land degradation (loss of land's productive potential) is the most serious
environmental problem in El Salvador.

(1) 31 percent of the country's farmed land are degraded and this could have
serious impacts on agricultural production. On moderate and steep slopes,
between 53% and 83% of fields are affected by degradation, and the expected
problems are more severe. 13% of fields on step slopes are expected to suffer
severe yield declines. About 20-25% of farm households, mostly poor, depend on
these fields.

PANAMA

Deforestation and biodiversity losses are the main environmental problem in
Panama.

(1) Panama is the terrestrial bridge which unites the continental masses of North
and South America and its narrow mass separates the waters of the Pacific and
the Atlantic Oceans. This contributes to making Panama a country of outstanding
biodiversity.

(2) About 43% of Panama's forests still exist, mostly in the Atlantic.
Deforestation, caused in part by lack of farming opportunities in degraded
areas in the Pacific, approaches 55,000 hectares per year.

(3) Panama is making substantial efforts to protect some of these forests. The
Panama canal watershed, a protected area, ensures the sustainability of the
Panama Canal, a US $400 million a year operation.

(4) In the Pacific region where most agricultural activities of poor people are
concentrated, corresponding to about 650,000 hectares, soil erosion results in
losses of US $1.6 million, while the loss of 7,000 hectares of mangroves would
result in a loss of US $11.4 million.

Numbers on Honduras to follow



b

-
w C

:00
0 u.GCLQ

Cu
E c~

V)~ D)



All Audiences
" exchange experiences among national institutions, multilateral agencies, and

NGOs engaged in environment and development in Central America;
* facilitate implementation of national action programs on environmentally

sustainable economic development; and,
* build capacity for environmental work.
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ANNEX 2
Issues for Economic Globalization and Sustainable Development

in Central America

Summary:

Why is economic globalization important to Central American States?

Can growth and environmental protection go together?

Since environmental damage arises primarily from inappropriate economic incentives,
what specific policy reforms can help the environment?

How can the Bank and member governments work together:
-Develop partnerships
-Promote win-win solutions
-improve integration of environment in all aspects of Bank work
-the '"New Environmentalism"

A. Why is economic globalization important to Central American States?

" There is a heavy reliance on external markets for economic growth. The crisis that
exploded in the region in the early 1980s was influenced as much by political and by
economic factors. The immediate economic cause can be traced to the sharp
deterioration in the region's terms of trade and a recession-induced decline in the
demand for its primary exports. Similarly, economic expansion in the 1990s is linked
to the increase of non-traditional exports, the expansion of in-bond sectors and an
increase in tourism.

" The potentialfor trade is high. The main trading partner for the Central American
States is the USA. Increased penetration in US markets as well as expansion into the
EU and Latin American economies are potential growth areas for the region.

* But, the process of economic growth threatens the environment. The pace of
environmental degradation is high as the transition from primarily rural-based
economies, characterized by high population densities, poor infrastructure and
technology, and degrading natural resources, are putting tremendous strains on the
environment. The rates of deforestation, soil erosion and loss of endemic and
endangered species in the tropical forests are high; and the forests and wetlands of the
Meso-American corridor are important for migratory species.



B. Can growth and environmental protection go together?

* Yes, but only if there are some major changes: at the highest levels, macroeconomic
and sectoral policy making has traditionally been divorced from environmental
management. We might all agree that changes are needed in the following respects:

0 Traditionally, there has not been much regard for the consequences of
development policies on deforestation, fishery over-exploitation, or
biodiversity destruction, Planning and finance ministries have tended to
worry about budgets, trade, industrial expansion, incomes, employment
and prices, to the exclusion of the environment.

0 Traditionally, the most widespread and persistent problems of
environmental degradation are due not to specific projects but to
pressures associated with growth. However, environmental protection

agencies have concentrated on regulating environmental problems of

specific, large-scale projects such as road or dam construction.

0 Recent Bank studies and current operational work have increased
awareness of the potential for mitigating the environmental problems
associated with growth, if environmental management considerations
are integrated directly in the process of countrywide economic planning
and policy reforms.

C. Since environmental damage arises primarily from inappropriate economic
incentives, what specific policy reforms can help the environment?

e Despite the increase of many forms of environmental damage in Central America,

rapid growth per se is not the underlying. For instance, almost the same environmental

problems face countries with higher levels of economic growth (e.g. Costa Rica) and

those with lower levels of economic growth (e.g. Guatemala). Environmental damage is

largely an unintended (and often an unnecessary) consequence of economic activity.

* Sources of environmental problems: failure to account for the negative

environmental effects of growth or undervaluation of the benefits from environmental

protection. Excessive damage to the environment, whether in the form of air and

water pollution or over extraction of timber occurs in large part because many

benefits of conserving these environmental resources are not captured in the workings
of markets.

* Unfortunately, governments who are in a position to correct the wrong signals of the
price system often worsen matters by subsidizing environmental damage directly.

Typically, the biggest culprits in this regard are subsidies to activities or inputs that are



damaging to the environment, such as pesticides, commercial logging, irrigation water,
electric power, and fuels.

* The role for governments is, therefore, to take the necessary steps to ensure that
businesses, consumers and their own agencies take the real costs of environmental
damage into account in making decision.

0 The bottom line for economic planners and environmental managers -- promoting
sustainable development will require:

a) that economic planning agencies also become environmentally
involved;

b) at the same time, environmental agencies need to be involved in
economic policy making, to recognize that their environmental protection impact
will be limited unless their activities are coordinated with their countries and in
their economic development ministries.

D. How can the Bank and member governments work together?

Guiding principles to promote the environmental agenda. Since the late 1980s, when the

Bank had made significant progress in managing the environmental impacts of individual

projects, the Bank has moved its focus from a consideration of the environment at the

project level, to one where environmental issues are integrated into macroeconomic and

sectoral policy discussions and investments. The lessons that we have learned can be

used a guiding principles to promote the agenda. These include the following [all text in

quotes is taken from Mr. Wolfensohn's speeches]

* We need to build partnerships in order to ensure environmentally sustainable

development.

". . . we recognize the importance of the environment; we recognize that we don't

have a lock on ideas; we recognize that we need partnerships . .. the Bank and I

particularly am passionately committed to the development of alliances and partnerships
throughout the world.

a We need to focus on the "win-win" situations since economic growth and poverty

reduction can be made compatible with environmental sustainability.

approaching issues of the environment is not just approaching a single issue.

Solutions to the environment are not ordained. The solutions are systemic. You cannot

say to someone who has no food that because of the long-term interests of the

environment, they should not cut down that tree, because their life is involved":



"You cannot make it sustainable unless you bring it together. And we have to do
it within a political environment in countries where the people know that what we are
doing is in their best interests as it is in the interests of our planet."

* We need to integrate environmental considerations in all aspect of Bank work,
including support for policy reform.

"...this institution cares about the environment and ... everything we do considers
the environment. I hope that you will understand that what we are trying to do is part of
systemic solutions, that we are concerned about having realistic solutions, not just token
shows in relationship to the environment. Because to have sustainable development, you
must have a combination of economic forces, social forces, political forces with
environmentally-friendly projects.

* We need to encourage the "new environmentalism" which is gradually emerging and
is reflected in the World Bank environmental portfolio.

This "new environmentalism" aims to move environmental issues upstream in
policy and lending so that environmental concerns are integrated at the conception of a
policy or program. The ten principles of the "new environmentalism"are:

0 Set priorities carefully.
0 Make every dollar count.
0 Harness "win-win" opportunities.
0 Use market instruments where feasible.
0 Economize on administrative and regulatory capacity.
0 Work with the private sector, not against it.
0 Involve citizens thoroughly.
0 Invest in partnerships that work.
0 Remember that management is more important than technology.
0 Incorporate the environment from the start.
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Ten Principles of the New En; n 4 enTaism

ANDRE7 ' TEER

implementation. .\ios: nvironmental prob- I:n-e, o:ries are current:v re-

A quiet revolution has been lems continue to irtensirv. and in many inanca' and technical support
countries there are fey: grounds for opti- f :e \\rc Bank for envirorcental

under way during the 1990s mism. Nonetheless. in a zrowing number o: anc: associated invest-ents.

as environmental sustainabil- other countries. awa:ness is leading to Ac :e Bank oanz 'or :nese purposes cur-
action. as policymakers begin to bring their )ti tiaal -ore than .311 billion. U co-

y symoney and politica; maital into line 'vith irnncmc arc :,e :nunt-ies own fir=-cing

iMportant theme in policy- their rhecoric. Abou: '0 countries have ar- :,ed "'. rese investments tota- -nore

now prepared nacionra -nvironmenral stra- an b :.: in. iSee Char: 1 for tren s in
tegies, and tangible c-n-ges in addressing %V r .anc endir.g7
environmental issues m- apparent in about These inestments cover a wide variet
half this number. r . -nvronmentail probierns. ranging from

ECENT years nave witnessed a
profound change in our under- Cs,-
standing of the links between eco- World Bank financing for the environment: the active portfolio 1
nomic development and the natural

environment. The key propositions of
usainbe deve!opmern: laid out in the

Brundtland Commission Reoort in 1987
and in :ie Rio de Janeiro Earth Summit's on s

-Agenda 2 in 1992 were controversial at the
::me but are now broadly accepted-even

among mainstream ecorcm:c policvmakers.
Among zach propositions are the following:

there is a crucial and potentially posi-

tive lin: hetween economic development
and the -nvironment:

- the costs of inappropriate economic
policies un the environment are very high:

- addressing environmental problems

requiree -nat poverty be teduced:
economic growth mast be guided by

prices %..hich incorporate environmental
%-a: us: Eno

since environmental problems pay no 1986 87 88 89 90 91 92 93 94 95 96

respect -- borders. global and regional col- Fiscal year 2

ded t Source: World Bank Envircri Oepartment.iaboration is sometimes needed to comp e- 1Active Worad Bank projects rose o0 ectives are prmarly envirc menTai are tnc uded nere :ut Global Environrnent Facility

ment national and regional actions. projects are rot. The numoer V stojects approved n each financal ear aopears a o ,)e corresoonding verttma bar.

Broad acceptance of these propositions. The total financing made avaiaz e in each fnancial year is measured ov te neight of me CorresccIaing vertical bar.
Brod acepanc ofthee popoitins- 2 The World Bank-s liscal /-, extend from July 1 of the oreceoing , ear to June 30 ot :ne spee - year. For exarnole.

nawever. has not assured their effective fiscal year 196 (an trom .u 195 o June 30 1996.

Andrew Steer,
a (K national, is [irector '1 :he Enrin)lment Departnnt. W rd Bank.

Finance & Levelopinent December 1996



industrial pollution a::d coastal-zone man- technical analysis of the health. productiv- the Czech Republic, and Mexico have led

agement to protectec-areas management ity, and ecological impacts of environmen- this effort. The new emphasis on cost-effec-

and biodiversity co::servation (see box). tal problems, the plan identifies the tiveness is allowing much more to be

Desaite this varierv. '- wever. some impor- problems that must be addressed immedi- achieved with limited resources. It requires

tan t common distin-.ons are becoming ately. This approach differed radically from a multidisciplinary approach-one that

clear. A -new enviro::nentalism is emerg- that of previous efforts to address Eastern calls for environmental specialists and econ-
inc.~~. _saiiisar to ontists to work together to identify the

in-. aolicies are bem:nz adooted that differ Europe's problems. which. by fai:gs
tror i Se tradition ." implemented by establish priorities. favored a broad. shal- lowest-cost methods of addressing key envi-

ind.:striai nations. A -- cent review of the low, and expensive approach to probiems. ronmental problems. Chart 2 illustrates how

World Bank's enviro .ental lending port- Thailand was another pioneer in the field: this approach can help to reduce carbon

folio identified ten ;-.ciples undergirding when a priority-setting exercise in 1992 emissions in Ukraine. It shows that the

th:s -new environ' =:::alism. Although identified lead pollution as one of the coun- costs of differen options for reducing these

tnese principles may -m sitraihtifoiward try's most critical problems, a fuil-scale emissions vary substantially. The net costs

and uncontroversial ada, a decade ago effort was mobiiized and leaded gasoline of introducing gas metering and improving

they were ' And -tand in sharp con- was phased )ut in just four years. Pr:bably industrial efficiency are actually estimated

trast to most enviror ental poiicymaking about 50 countries in -e developing -vorld to be negative. because in each case the

in memoer countrites the Organization have undertaken serious priority-setting value of the resuiting energy savings ex-

for Economic Coope-.tion and Develop- exercises so far. The best of these combine ceeds the costs, while the costs of introduc-

ment (OECD) over the :ast thirty years. the "sharp pencil" approach to carrying out ing coal-fired or gas-fired district heating

Principle 1: Set priorities care- analysis with participatory prioritizaion at are estimated to be both positive and sub-

fullv. The seriousaz-ss of environmental the community level. stantial. By identifving a country's least-

problems and the s.arcirv of financial Principle 2: M/lake every dollar cost options, the required reduction in its

resrurces have reqt ' tough prioritiza- count. Most environmental policies. in- emissions can often be achieved at moder-

nion and the phasin -v remedal actions. cluding the successful ones, have been ate, or even negative, cost. The effort to re-

The Eas:en Eur an Eivironmental unnecessarily expensive. Developing coun- duce Ukraine's carbon emissions is just one

Action Plan-oresa- -y the World Bank. tries cannot afford the high-cost appr:.aches of many such efforts currently under way

thc tiurc-ean Unior d all o' the coun- traditionally used it-. industrial couanres. Principle 3: Harness "win-Win"

tries :n 0 e re-on- as a pioneering and and a new emphasis on cost-effectiveness is opportunities. Some gains in the environ-

inLUcentiai efort in t.: 7egard. Based upon therefore taking root. Countries like Chile, ment will involve costs and trade-offs.
Others can be achieved as by-prod-
ucts of policies designed to improve
efficiency and reduce poverty. Given

The World Bank's environmental portfolio the scarci-s -f resources chat can be

The Worid Bank is cu-ently financing efforts by 62 countries to improve environmental management. devoted to solving environmental

Projects are of three =_-es: those designed to address pollution and urban environmental problems, problems. :he latter kind of policies

those addressing rura. environmental issues, and those seeking to build in-country institutional should form the first line of attack.

pacit for environmenztal management. Reducing subsidies on the use of
natural resources is the most obvious

World Bank's portfolio of active environmental projects -win-win" policy. There is some good
(as of July 1996) news here: preiiminarv calculations

suggest that energy subsidies in
Number Number World Bank Total Average size developing countries and Eastern

of of contribution project of loan
Project focus . projects countries (loan or credit) cost or credit Europe have fallen b% about half

(billion dollars) (million dollars) (from around S200 billion per year)
- since the early 1990s. A growing

Pollution and the urtnan environment 1 58 31 6.9 17.3 118 ne th ear es. d gyowing
Rural environmental management 2 69 41 3.6 7.0 52 number of countries, led by Ban-
Environmental institi.-ons 3 26 23 0.9 1. 6 gladesh and Indonesia. have elimi-

nated pesticide subsidies: and a
Total 153 62 11.5 26.0 75 surprising number of countries,

Source: World Bank, Ervironment Oepanment. including China and India. have

STypicaily includes cacacrty building. funds for on-landing to enterprises and agencies. direct investment in dolluiion begun to reduce subsidies on irriga-
orevention and abaterrert. and support for policy reform for improved environmental managment.

2 Addressing issues ri-ouding biodiversity conservation. management of forests. and conservation of land and water tion water which accounts for more
resources. than 80 percent of all water use.
3 Aimed at strengthenirn national and local environmental management capacity. Clarifying and reallocating prop-

erry rights is often another "win-win"

In addition to these -hree categories of environmental projects, the Bank also implements :he Global policy. Countries such as Azerbaijan,

Environment Facility iGEF) and the Montreal Protocol (MP). Over the past year. 3126 million was Colombia. the Philippines. and South

committed for 15 new GEF projects, bringing the total GEF portfolio to $506 million for 59 projects Africa are now embarked upon

over the four focal areas Biodiversity. Climate Change. Ozone Depleting Substances (ODS) Phaseout, market-based and negotiated land

and International Wae:r-s. The MP portfolio has also grown during the same period and now totals reform. which. in turn, is expected

$214 million approved for 461 subprojects. to have beneficial impacts on the
environmeilt.

/Oflancvl & Deelptmnoi [Dconber 1996 5



Principle 4: Use inarket instru- of intervention and are recr rnixing that being found to catalyze private financial

menzts where feasible. %larket-hasefd nong~overnnienhtil and community1M grup tOWs in the service of the environment.

incentives to reduce environmental damage can help foster compliance. Iniormed public This year. for example. the World Bank

enest princile and often in practce opinion can also play a powerful Goe n roups International Finance Corporation

as well. They stan pn iandap contrat n exposing and holdinz accountable privaze dFC launched a Biodiversitr: Venture

the traditional maci'.d-aoftr a tirms and gei rhat dbt e Capital Fund and is planning to launch

tednnolognre remmannd tat hav thm eniroe Rcnit ain -a1h . iilar funds to promote the use a renew-
ecl - I t~halt ha%,! the enivironmient. Recogniz; r n l -i

Te the nor rinl recently. A nunher l n with rupport tre W077d able energy. Private finance is auio being

developing countries are experinmenii Banik. introduced a :pv'r ytem or channeled into e ac-

dwvit innovative aBan)'iL e:' vo-rig ratink the environmental r Of ries. such as waste-treatment facilities

tons and efflue" pchaes. ir-t oaem indutrial enterpn Suc pur iso and energy-efficiency improvemen. Te

extraction cha e a and ad.bl et sure andl public e na World Bank Group is helping to encourage
Fexampnle. Chie d : a e te an ptnh e a uc r- this trend ho provding partial risk guaran-
For exampe Chle anid Pz-: hme rect-n:y can often hae ic powe, :ees rnd be ntrmns

introduced new fi-shinig laws :xol. .. impact than m' re tradi:-.. :egdaT 'r -tees and : 
the- ir1tIrulentz

able harvesting pernits. _:,.:na is r approaches. Principle 7: Involce citizens

new charges on peufui d'-xe tmis emOr: Principle 6: Work ivilh the pricrate thoroughly. When a countrY's environ-

Thailand is expenumen:ng xith peror- sector, not against it R -'iizing their mental problems are addressed, the

Thanconds forhazar:os wste: limited regulatory capac . and the ed chances of success are greatly enhanced if

Malavsia has recentlye : a O acctlerared private in- -7 neo. v local citizens are involved. This has been

governmentecnire -witne i . t Lom :- well known for years for rural programs
mutnr cnargts overnments are switcninu r

temol ecluent cnarges.., ndino bemngealyedetn

Principle 5: Econoinize on ad- dominated attiude tow . -:a: e and rS now becoming equally evident in

innistrative and regulatory capac- sector to one t ivnv- o a efforts to manage pollution and waste in

ity. In developing counr.es. administra:ion negotiated. monitorable airh n..eLe. In se ederbaln areas.

A enforcement capac: s tten as sdconts -. en Suh irv olvement iszneeded for four r:-

as money. Many countres are recotizing private sec -a inn e -o sons. FiniSt, loc-h citizens are ;it dren tter

:hat they cannot adopt :-e highly Ienorce- encourae ele t itha zoverrie ent ofticiais t o idetify

ment-intensv throughout or action. Second. members

countries and consequeny are exouria-e- plying inde t'.-1 te . eet and of local communities otten know about

oag with more seuf-enc:ng a policies es indepen! -7 i i -- uct as cost-effective solutions that are not
-S 14 )depe . -m o irrints -- ir. .-e

an deposit-refuen e e an d er-tar- SO I- tem for cerining tnat available to go'ernments. Tir. te :ati-

mance bonds) and p::nrrins-a:-a- comoane- haxe -Oua i e..... mi -- vation and camaient ot commountieo are

auch as fuel taxes or :m-.:r ans n gm t s es in place i:t also often what sees an environmental project

suchVI s vna arxrrol. amportba onn ageen ere Trough to comoletion. This is especially
:ertain - iypes o pestictee' aewerpoits much larger role. nn - h o xmplerso c e a

-rue. tor ex\ample. For soil conservation and.

adorestation projects. Whether one loks at

Chart 2 
the soil clubs of northeast Brazil in the

Costs of reducing carbon emissions in Ukraine 19S0s or the Sahelian comniunity-'base

120i ----- ----
land management programs of the b1 0s.

Costs per 
20- the message is clear: participantoo .v .

mts ron 
Programs are much more successful f: -hey

rtrbon 
are developed with the beneficiries iiter

eauivalent -hnfr:e,

eavoidedthnrrtem The .robirth reason tor ctizn invmoive-

ment is that it can help build constiuencies

for change. Most environmental retorms

will be opposed by those who have bene-

ied from the right to pollute and degrade

without penaint. Following through on

environmental reform therefore requires a

10 - -public constiruency for change to ac as a

10 --------- 15 20 3 counterweight. This is why a growig
Greenriouse gas -2 iOscn avc;ced I

in---cGrSn sa : ensaled number of concerned governments are

-asurvesting in public awareness c-ampaigns

gas and fostering a vibrant nongovernmental

environmental movement.

Principle 8: Invest in partner-

| 01 ". ships that wvork. Smart governmentS are

realizing that they are often inost efecntie

C nwoiimft Analysis I WJashngiofl iln dealing with environniental issues when

they work in partnerships. \lost countries

now involve nonvovernmental specialists

in their priority setringi. exercises. and

Fi/itm r l 
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tripartite relationships-including the - -hiical assistancc pravield t imnrve lethodologies for carrying out such sec-

ernment. the private sector. and comn' : e miemnt 4i stet-: lt :i - toral environmental assessments are still

organizations-are increasingly con:: rm their cnvironme:: ! pecvolving, and a good deal of research is cur-

Tle value of such partnerships stems m ni the wrst -' 'mon e b rcnrly under way. The World Bank, for

not onlv the different perspective> d% de elnpinc world, example. recently launched an important

skills that are brought to the table bu: >9rse- had mi...........carning exercise entitled "global overlays"
the necessity of carrving out conccL-: eiiS t ii which issues of biodiversity and climate

ac:ions to address some environ:-; :d (i heavil. p In ndu change will be factored into sectoral poli-

issues. :ss around the r ia e ire cie-s in agriculture. ernergy. transportation.

Forest management is a good et rincorpir 1i ae'n e n- and infrastructure.

Moving from current unsustainable : Cieciilti l"I t e \loving upstream :n environmental pol-

tices to those which incorporate e aued or ptorl: ic% -s also occurring in the design of

ktowledge about sustainable ihar-r - v rnmenitaihm. here' re. - macroeconomic, trade. and fiscal policies.

and processing often requires coi- nr- .1 ema1iS to ' c i ekp : Cunirries such as Cot5e d-voire, the Czech

action by private. communitv. and il improveme n Republc. Mexico. Peru. and Poland have

mental actors. This past year, the 4.public iterr ored how their economic reforms may

Bank helped establish a Forest affect the environment and are

Management Transformation In- seeking to put in place comple-

itiative that will bring together -. mentary environmental policies.

leading private enterprises, non- A recent Worid Bank review

governmental and community spe- analyzes the experience of 12

cialists, and international financial such cou--:-es. This year also

institutions to help remove con- saw the disaatching of the first

straints to adopting sustainable joint BIF-World Bank mission

aracrices throughout the forest- (to the Philippines) assigned to

product value chain. explore the relationships benweer

Effective partnerships are also fiscal and trade policies and

becoming more common at the the environment.

transnational level. Since the Earth
Summit in 1992. for example. The unfinished agenda
regional seas programs have made The ten principles outlined

important progress in the Baltic. above are heping to guide a new

Mediterranean, Black, and Aral generation of environmental poli-

ceas and in Lake Victoria. The cymaking around the world.

snaring of international rivers is The new environmentalism-

also being addressed. albeit slowly. characterized by greater rigor in

Ofe encauraglg recent example: j - tactoring environmental costs and

-e 12 coun:ries of :e O1-t1 e c benefits in:o policymaking-puts

African Development Communic A . local people at the center of envi-

tSADC) recende signed a protoct. ronmental strategies, diagnoses

-r managino the 18 international and addresses behavioral causes

r-.ers in the re.ion. Principle 10: Incmpmoate the uozz-i- m enronmental damage, and recognizes
Principle 9: Remembeithut man- ionment from the start. \Ven it t me the political dimensions of environmental

agemnent is more iniportant than - . ing the en'i...... rena i reform. This revolution in environmental

technology. The old-fashioned. te -heiptr :iio i'b - ecai a. management is not complete. Rather. it is

ga-driven a-pproach to the environrn. r contrie :1. k}ost beginning. In most countries, environ-

g;-:ing way to a recognition of the .r e ptncltiil dimir ::* mental conditions are continuing to deterio-

raie of good management. Improved a!mrat nvestinent. kL: :c a: rate. in many instances in an irreversible

-,tment practices are always a ca t)r Miat uch a> ia:ie. manner. Pursuing the new environ-

ment to, and sometimes a subsrituC: ' ala ii nt . .pt mentalism is therefore a very urgent

:nvestment in equipment. A iiiall ll n hailenge-one that economists. as well as

Good managers can achieve larn'- r Ar oW noW [! t , ecologists and technical specialists, need to

orovements in the environment at r t0 factor ni .a ;- he fully engaged in meeting. E:J

cost. Examples abound. In Eastern E - ' rt trinor on
lead smelters have shown a 60-80 c atratetits t.. ltiiil

reduction in air pollution and lead du tm nn to-am urt -ir -- '- x

result of improved housekeeping and r ii<-tal co7.ieiC I

eSt investniunts. In Latin America. : .2h1n dl-gni . [ F\r mre detaLs tn the orld Bank's wio 0n

proved efficiency stemming froin - .t t //Wery Otim . sua s th eneirOnment. see the October 1996 issue of

privatization of mining activicie a e:rnmtn*al 1 -im'> .r2 l} Li Vnvirtnment Matters. :chich can be tobtained by%

snarply improved the management I- -mi >andar pr: a lie h 11-2 crtmn to the Environment Department World
" Hanic 4shintn DC20433. USA.

ings and wastewater. And in Egypt. re1 :. - art
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ANNEX 1
Seminar Objectives, Audience, Content & Expected Outcomes:

Objectives:
* to help include incorporate environmental concerns in economic policies
* to help macroeconomists and sectoral leaders to work together on
environmental concerns

Audience: A total of 120 participants will come from a broad base of stakeholders:

0 President of Costa Rica, Jose Maria Figueres
0 Ministers from Environment, Economic Planning and Finance Ministries
* Senior government officials (policy and decision-makers from economic,
finance/planning, agriculture or industry and environment ministries)
" Parliamentarians (with some representatives from EU national parliaments)
" Journalists
" NGOs and the private sector (Councils of Sustainable Development)

Content: During the week, the individual seminars will cover topics such as:
" environmental standards and competitiveness in trade;
* environmental laws and regulations
* the role of civil society in environmental management
* public-private sector collaboration for environmental management
" decentralization and the role of local governments
" the Meso-American biodiversity corridor

Expected Outcomes:

Partner Institutions

* improve the capacity of partner institutions to collaborate in key sectors
affecting sustainable development;

Ministers, Senior Policy Makers and Parliamentarians

* sensitize policy-makers to the need for incorporating environmental concerns
into economic policies;

Councils for Sustainable Development and Journalists

* influence public opinion on the environment and sustainable development


