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ashington, D.C. 20433
U.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,

i / i
F vaacad >

Vinod Thomas

Attachment

cc: Mesdames Horigﬁc , Anstey@§Plumley, Belt




Video Message from Mr. Wolfensohn to participants of
Economic Globalization and Sustainable Development Seminar in Central America

A. The video reéording 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:
e to help include incorporate environmental concerns in economic policies
e 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:

e President of Costa Rica, Jose Maria Figueres

e Ministers from Environment, Economic Planning and Finance Ministries

e Senior government officials (policy and decision-makers from economic,
finance/planning, agriculture or industry and environment ministries)

e Parliamentarians (with some representatives from EU national parliaments)
e Journalists

e 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

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

Ministers, Senior Policy Makers and Parliamentarians

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

Councils for Sustainable Development and Journalists

e influence public opinion on the environment and sustainable development



All Audiences
e exchange experiences among national institutions, multilateral agencies, and
NGOs engaged in environment and development in Central America;
e facilitate implementation of national action programs on environmentally
sustainable economic development; and,
e 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 potential for 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:

¢ 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.

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.

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

e 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.

e 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]

e 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.

e 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.”

e 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.

e e 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:

Set priorities carefully.

Make every dollar count.

Harness “win-win” opportunities.

Use market instruments where feasible.

Economize on administrative and regulatory capacity.

Work with the private sector, not against it.

Involve citizens thoroughly.

Invest in partnerships that work.

Remember that management is more important than technology.
Incorporate the environment from the start.

S D D D D D D



Ten Principles

A quiet revolution has been
under way during the 1990s
as environmental sustainabil-
ity has gradually become an
important theme in policy-
making around the world.

ECENT vears have witnessed a
orofound change in our under-
standing of the links between eco-
nomic development and the natural
environment. The kev propositions of
sustainenle development laid out in the
Brundtland Commission Report in 1987
and in == Rio de Janeiro Earth Summit's
Agenda 21 in 1992 were controversial at the
time but are now broadly accepted—even
among Tainstream economic policymakers.
Among such propositions are the following:

e there is a crucial and potentially posi-
tive link Hetween economic development
and the =nvironment;

e the unsts of inappropriate economic
policies on the environment are very high;

e addressing environmental problems
requires that poverty he reduced;

e ccornomic growth must be guided by
prices which incorporate environmental
values: and

e since environmental problems pay no
respect = borders, global and regional col-
laboration is sometimes needed to comple-
ment national and regional actions.

Broad acceptance of these propositions,
however, has not assured their effective

of the New Envi-»n

ANDREW sTEER

implementation. Most znvironmental prob-
lems continue to intensify, and in many
countries there are few grounds for opti-
mism. Nonetheless. in = zrowing number ot
other countries, awarz=ess is leading to
action, as policymakers 2egin to bring their
money and political czoital into line with
their rhetoric. Abour 200 countries have
now prepared nationa. =nvironmental stra-
tegies, and tangible cihznges in addressing
environmental issues a-z apparent in about
half this number.
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sixnveight countries are currently re-
| and technical suoport
Bank for environmenral
and associated invesmments.
for these purposes cur-
iv total more than S11 billion. & co-
- countries’ own finz=cing
Tese NVesiments total more
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These investments cover a wide variery
of environmental problems, ranging from
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World Bank financing for the environment: the active portfolio !
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Source: World Bank, Environ™2nt Department.

1 Active Worid Bank projects »nose objectives are primarily envircnmental are included here. out Global Environment Facility

92 93 94 95 96
Fiscal year 2

projects are not. The number c¢ orojects approved in each financial vear appears on top of the cerresponding verticzi bar.
The total financing made availazie in each financial year is measured by the height of the correscending vertical bar.
2 The World Bank's fiscal years extend from July 1 of the oreceding year to June 30 of the spec :2d year. For example,

fiscal year 1996 ran from July = ~395 to June 30, 1996.

Andrew Steer,

a UK national, is Director of the Enviromment Department, World Bank.
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industrial pollution a:d coastal-zone man-
agement to protectel-areds management
and biodiversity conservation (see box).
Despite this variety, = wever, some impor-
tant common distincZons are bhecoming
clear. A "new envirorentalism” is emerg-
ing. as policies are bei=g adopted that differ
from those traditionzlv implemented by
industrial nations. A ~=cent review of the
World Bank's enviror-ental lending port-
folio identified ten prrciples undergirding
this “new environmzatalism.” Although
these principles may s¢=m straightforward
and uncontroversial :dav. a decade ago
they were not. And th=+ stand in sharp con-
trast to most enviror:-rental policymaking
in member countries -1 the Organization
for Economic Coope—ztion and Develop-
ment (OECD) over the ~ast thirty vears.
Principle 1: Set priorities care-
fully, The seriousnzss of environmental
problems and the rcity ot financial
resources have requ: tough prioritiza-
tion and the phasings -f remedial actions.
The Eastern Eurczzan Environmental
Action Plan—prepar=- - 5yv the World Bank,
the Eurcpean Unior. zad all of the coun-
tries in the region—- a pioneering and
influential effort in th:s regard. Based upon

technical analysis of the health, productiv-
ity, and ecological impacts of environmen-
tal problems, the plan identifies the
problems that must be addressed immedi-
ately. This approach differed radically from
that of previous efforts to address Eastern
Europe's problems, which. by failing to
establish priorities, favored a broad. shal-
low, and expensive approach to prodlems.
Thailand was another pioneer in the rield:
when a priority-setting exercise in 1992
identified lead pollution as one of the coun-
try’s most critical problems, a fuil-scale
effort was mobilized and leaded gasoline
was phased out in just four vears. Prodably
about 30 countries in the developing world
have undertaken serious priority-seming
exercises so far. The best of these combine
the “sharp pencil” approach to carrying out
analysis with participatory prioritizazion at
the communirty level.

Principle 2: Make every dollar
count. Most environmental policies. in-
cluding the successful ones, have been
unnecessarily expensive. Developing coun-
tries cannot afford the high-cost approaches
raditionally used in industrial countries,
and a new emphasis on cost-effectiveness is
therefore taking root. Countries like Chile,

The World Bank’s environmental portfolio

The World Bank is currently financing efforts by 62 countries to improve environmental management.

Projects are of three tvoes: those designed to address pollution and urban environmental problems,
those addressing rura. <nvironmental issues, and those seeking to build in-country institutional

capacity for environme=tal management.

World Bank’s portfolio of active environmental projects
(as of July 1996)

Number Number World Bank Total

of
Project focus

projects countries (loan or credit) cost

Average size
of loan
or credit

of contribution project

(billion dollars) (million dollars)

Pollution and the urczn environment ! 58

Rural environmentai management 2 69
Environmental institugons 3 26
Total 183

31 6.9 17.3 118
41 3.6 7.0 52
23 0.9 1.6 36
62 11.5 26.0 75

Source: World Bank, = vironment Department.

! Typically includes cazacity building, funds for on-lending to enterprises and agencies, direct investment in pollution

prevention and abatermertt, and support for policy reform for improved environmental managment.

2 Addressing issues inciuding biodiversity conservation, management of forests, and conservation of land and water

resources.

3 Aimed at strengtheming national and local environmental management capacity.

In addition to these “hree categories of environmental projects, the Bank also implements the Global

Environment Facility (GEF) and the Montreal Protocol (MP). Over the past vear, 3126 million was
committed for 15 new GEF projects, bringing the total GEF portfolio to $506 million for 59 projects

over the four focal arezs: Biodiversity, Climate Change, Ozone Depleting Substances (ODS) Phaseout,

and International Watess. The MP portfolio has also grown during the same period and now totals

$214 million approved Zor 461 subprojects.

the Czech Republic, and Mexico have led
this effort. The new emphasis on cost-effec-
tiveness is allowing much more to be
achieved with limited resources. [t requires
a multidisciplinary approach—one that
calls for environmental specialists and econ-
omists to work together to identify the
lowest-cost methods of addressing key envi-
ronmental problems. Chart 2 illustrates how
this approach can help to reduce carbon
emissions in Ukraine. [t shows that the
costs of different options for reducing these
emissions vary substantially. The net costs
of introducing gas metering and improving
industrial efficiency are actually estimated
to be negative, because in each case the
value of the resulting energy savings ex-
ceeds the costs, while the costs of introduc-
ing coal-fired or gas-fired district heating
are estimated to be both positive and sub-
stantial. By identifving a country's least-
cost options, the required reduction in its
emissions can often be achieved at moder-
ate, or even negative, cost. The effort to re-
duce Ukraine's carbon emissions is just one
of many such efforts currently under way.
Principle 3: Harness “win-win”
opportunities. Some gains in the environ-
ment will involve costs and trade-offs.
Others can be achieved as by-prod-
ucts of policies designed o improve
efficiency and reduce poverty. Given
the scarcicv of resources that can be
devoted to solving environmental
problems. the latter kind of policies
should form the first line orf attack.
Reducing subsidies on the use of
natural resources is the most obvious
“win-win" policy. There is some good
news here: preliminary calculations
suggest that energy subsidies in
developing countries and Eastern
Europe have fallen by about half
(from around $200 billion per vear)
since the early 1990s. A growing
number of countries. led by Ban-
gladesh and Indonesia, have elimi-
nated pesticide subsidies: and a
surprising number of countries,
including China and India, have
begun to reduce subsidies on irriga-
tion water. which accounts for more
than 80 percent of all water use.
Clarifying and reallocating prop-
erty rights is often another “win-win”
policy. Countries such as Azerbaijan,
Colombia, the Philippines. and South
Africa are now embarked upon
market-based and negotiated land
reform, which, in turn, is expected
to have beneficial impacts on the
environment.

Finance & Development / December 1996 5



Principle 4: Use market instru-
ments where feasible. \arket-based
incentives to reduce environmental | damage
are best in principle and often in practice
as well. They stand in_sharp contrast to
the traditional ummnm uﬂ(x -control and
technology-driven regularions that have
Heen the norm until recently. A number of
developing countries are e\penmenuw
with innovative approaches involving emis-
sions and effluent charges. market-based
extraction charges, and -radable permits.
For example, Chile and P=ru have recently
introduced new fishing laws involving :
able harvesting permits: «
new charges on sulfur d
Thailand is experimenting with pertor-
mance bonds for haz réous waste; and
Malaysia has recently enathened its svs-
rem of effluent charges.

Principle 5: Economize on ad-
ministrative and regulatory capac-
itv. In developing countr-es. administration
and enforcement capacit: is offen as scarce
as money. Many countrics are recognizing
that they cannot adopt e highly “entorce-
ment-intensive” approac’ of industrial
countries and consequen:ly are experiment-
ing with more self-enfo z policies (such
as depositrefund schemes and pc for-
mance bonds) and bl
(zuch as fuel taxes or
certain types of pesticids!

13 1s enforcin
vide emissions:

Chart 2
Costs of reducing carbon emissions in Ukraine

(dollars)
QO vt s AR ARSI SRR
Costs per
metric ton
of carbon
equivalent
avoided

District heating:
coal-fired
60

[~ Natural
| gas
metering
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of intervention and are recognizing that
nongovernmental and community groups
can help foster compliance. [nformed public
opinion can also play a powerful role i1
exposing and holding accountable priva
firms and government agencies that AbL se
the environment. Recognizing rhis, in 1996,
[ndonesia, with support from the World
Bank. introduced a five-star system for
rating the environmental performance Of
industrial enterprises. Such public discio-
sure and public education campaigns
can often have a much
impact than more traditionu
approaches.

Principle 6: Work with the private
sector, not against it. Re cognizing their
limited regulatory capacit: - and the nesd
for accelerated private investment. ma:
governments are switching rom a co

More powert
i reculat

dominated attitude toward the private
sector to one that involves dialogque and
negotiated, monitorable Drograms. In seme
countries, go-rnments are working with
private sector environmeral leaders o
encourage  environmenld: IMprovemenis

throughout the value thx 1 tincluding sup-
plving industiies). Self-enforcement  and
independent ification schemes (such as
[SO 1400, a svstem for certifying That
companies have ¢ yund environmental ma
agement systems in place) are also pla

30 35 40 45 30

Greenhouse gas emissions avoided
(in meti. n equivalent)

ns of &

Source: World Bank, 1994, Ukraine Energy Options
Environment Analysis (Washington)

being found to catalyze private financial
flows in the service of the environment.
This vear. for example, the World Bank
Group’s International Finance Corporation

(IFC) launched a Biodiversity Venture

Capital Fund and is planning to launch
similar funds to promote the use of renew-
able energy. Private finance Is also being
channeled into environment-improving ac-
tivities, such as waste-treatment facilities
and energy- efﬁciencv improvement. The
World Bank Group is helping to encourage
this trend by providing partial risk guaran-
rees and other instruments.

Principle 7: Involve citizens
thoroughly. When a counfry's environ-
mental  problems are addressed, the
chances of success are greatly enhanced if
local citizens are involved. This has been
well known for vears for rural programs
and iz now becoming equally evident in
offorts to manage pollution and waste in
urban areas.

Such involvement is needed for four rea-
sons. First, local citizens are often Detter
able than government officials to identify
the priorities for action. Second, members
of local communities often know about
cost-effective  solutions  that are not
available to governments. Third, the -
vation and commitment of communities are
often what sees an environmental project
“hrough to completion. This 1s especially
wrue. for example, for soil conservation and
afforestation projects. Whether one looks at
the soil clubs of northeast Brazil in the
1980s or the Sahelian community-
land management programs of the 1990s,

1 han for them

The fourth reason for citizen involve
ment is that it can help build constituencies
for change. Most env ironmental reforms
will be opposed by those who have bene-
sired from the right to pollute and degrade
without penalty. Following through on
environmental reform therefore requires a
public constituency for change to act as a
counterweight. This is why a wm\\m«r
aumber of concerned governments are
investing in public awareness campaigns
and fostering a vibrant nongovernmental
environmental movement.

Principle 8: Invest in partner-
ships that work. Smart governments are
realizing that they are often most etfective
in dealing with environment: Wl issues when
they work in partnerships. Most countries
now involve nongovernmental specialists

in their priority-setting exercises, and




tripartite relationships—including the gov-
ernment, the private sector, and community
organizations—are increasingly common.
The value of such partnerships stems om
not only the different perspectives and
skills that are brought to the table bur alsc
the necessity of carrving out concers
actions to address some environnicilii
1ssues.

Forest management 1s a good exciiiic.
Moving from current unsustainable >ric-
tices to those which incorporate '
knowledge about sustainable harvesiic
and processing often requires conuverTerd
action by private, community, and goer
mental actors. This past year, the '\ .
Bank helped establish a Forest
Management Transtormation In-

eC

rechnical assistance provided to improve
the management of steel plants has trins-
“ormed their environmental performance
“rom among the worst t among the besr in
“he developing world.

Conversely, bad managers cun
v the  Dbenefits rechnol
Teousunds of heavily polluting industrial
swnts around the world have purchased
SQUIPNINT INCOrporating expensive envi-

Or  ©he

-mmen:al technologies thar 13 currentlv
—-her unused or poorly maintained. The
wew  environmentalism. therefore.
‘o emphasis to goad housekeeping and
wgerial  improvements  and 1o the
‘m of public enterprizus.

gives

Vethodologies for carrying out such sec-
toral environmental assessments are still
evolving, and a good deal of research is cur-
rently under way. The World Bank, for
example. recently launched an important
learning exercise entitled “global overlays”
in which issues of biodiversity and climate
change will be factored into sectoral poli-
cles in agriculture. energy. transportation,
and infrastructure.

Moving upstream in environmental poi-
icv is also occurring in the design of
macroeconomic, trade. and fiscal policies.
Countries such as Cote d'Tvoire, the Czech
Repubiic. Mexico, Peru, and Poland have
explored how their economic reforms may

affect the environment and are
seeking to put in place comple-

itiative that will bring together
leading private enterprises, non-
governmental and community spe-
cialists, and international financial
institutions to help remove con-
straints to adopting sustainable
practices throughout the forest-
product value chain.

Effective partnerships are also
becoming more common at the
transnational level. Since the Earth
Summit in 1992, for example,
regional seas programs have made
important progress in the Baltic,
Mediterranean, Black, and Aral
Seas and in Lake Victoria. The
sharing of international rivers is
also being addressed. albeit slowly.
One encouraging recent example:
the 12 countries of the Southern
African Development Community

(SADC) recently signed a protocol
for managing the 18 international
rivers in the region.

Principle 9: Remember.that man-
agement s more important thun
technologv. The old-fashioned. tecrnol-
ogy-driven approach to the environme:: ::
giving way to a recognition of the cr i
role of good management. Improved ma:
agement practices are always a comic
ment to, and sometimes a substitute or.
investment in equipment.

Good managers can achieve large ni-
provements in the environment at .ittle
cost. Examples abound. In Eastern Eurpe.
lead smelters have shown a 60—80 perce:n:
reduction in air pollution and lead dust &=
result of improved housekeeping and od-
est investments. In Latin America. im-
proved efficiency stemming from the
privatization of mining activities nas
sharply improved the management of zail-
ings and wastewater. And in Egypt, recent

Principle 10: Incorporate the envi-
ronment from the start. \When it comes
protecting the environment. prevention iz
much cheaper—and more effective— than

M ost countries now seek to assess and

~irigute potential damag: rom new inmas-

ur oS now becon-

sructural mvestment. 3
v clear that such aenv
it oo late in the avele o have optimum

sact W\ small but erowing number of
=IOrTS  are now made  to
“upstream” to factor environmental con-
serns into the formulation of countries” sec
-oral strategies. Countries such as Nepai

may be carried

1)('i11'\ mosze

sod Vietnam are currentiy seeking to ke
benefits — inw

environmental costs  and
account when designing their country-wide,
least-cost energy strategies. Such secrorzd
environmental  assessments e expected
0 become standard practice in the coming

Tty Vers.,

mentary environmental policies.
A recent World Bank review
analvzes the experience of 12
such counmies. This year also
saw the dispatching of the first
joint IMF-World Bank missior.
(to the Philippines) assigned t
explore the relationships between
fiscal and wade policies and
the environment.

The unfinished agenda

The ten principles outlined
above are helping to guide a new
generation of environmental poli-
cymaking around the world.
The new environmentalism—
characterized by greater rigor in
factoring environmental costs and
benefits into policymaking—puts
local people at the center of envi-
ronmental strategies, diagnoses
and addresses behavioral causes
of environmental damage, and recognizes
the political dimensions of environmental
reform. This revolution in environmental
management is not complete. Rather. it is
just heginning. In most countries, environ-
mental conditions are continuing to deterio-
rate, in many instances in an irreversible
manner. Pursuing the new environ-
mentalism is therefore a very urgent
challenge—one that economists, as well as’
ecologists and technical specialists, need to
be fully engaged in meeting. [F2D]

Fur imure details on the World Bank's work on
the environment. see the October 1996 issue of
[snvironment Matters, twhich can be obtained by
writing to the Environment Department, World
Sank, Washington, DC 20433, USA.
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Talking Points for Mr. Wolfensohn’s Video Message, January 16"

e Greetings to President Figueres;
[

e 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.

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

of development. we eve A PNM\’ - OWM

e 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):

e 1.3 billion live on less than $1 a day

e By 2030, 3 billion more people added to the planet with 90% of the
growth coming from the developing world.

e 8 million children die every year because of polluted air and unsanitary

water L Pras /NG BTaw Mue GRASH

e No country has achieved a lasting reducing in poverty without steady economic e"’mn\,.
growth - East Asia provides the best example of growth and poverty reduction.

e BUT - East Asia also reveals the dark side of economic growth - congestion, massive
pollution, deforestation. SRS Em—-
— '

f

e In Central America, transition from mmm high population

densities and poor infrastructure is putting a great strain on the environment -ll.i_&h
rates of deforestation, soil erosion and loss of endemic and endangered specieS™.
-Nicaragua - About 7.7 million hectares of the country's 12 million
?ea?ézad by erosion, due to deforestation and poor land uses.
- El Salvador - 31% of the country’s farm land degraded
- Imosta 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.

H—‘m Ao A
e Rapid growth that comes$ at too high an environmental cost isn’t sustainable.
Vloreover, STowin 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
RS

e 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.

BATEMM A
%M' —  Bedmootmdm




Three approaches)
h S

. 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.

% Sin;e—E_nV_i_rg_m_'n_ema.].Asswm&were first introduced in October
1989, the Bank has screened more than 1,200 World Bank projects

for their environTental IMpPacT, (I CIVITOTIICITAl ASSCSSICNTS
have been carried out on 130 projects).
T E——
2. More and better investments to protect the environment. / O
y =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
enviromerMMﬂ?}ﬁMal
stfictures, capacity bulldlngfor environmental monitoring and
evaluation, targeted funds for pollution protection, part protection,
river basin management.

- 68 countries are currently receiving financial and technical support

“Trom the World Bank for environmental policy reforms.

- active Bank loans for these purposes currently total more than $11
bimior inancing and the countri Wi 1inancing are adde ‘
in, these investments total more than $25 billion.) =" 3.&

St

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. Pa\" A r M,L’ IS Z

e 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.

e 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.

e Signs that this is happening:
- Business is now moving from a view of fhe environment as somefhing
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 finding that in the competition for fi ing a
good environment is an excellent welcome mat to business.




- And finance ministers are finding that environmental pricing and taxes
call 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.....



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 16"

e Greetings to President Figueres;

e 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.

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

e 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):

e 1.3 billion live on less than $1 a day

e By 2030, 3 billion more people added to the planet with 90% of the
growth coming from the developing world.

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

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

e BUT - East Asia also reveals the dark side of economic growth - congestion, massive
pollution, deforestation.

e 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.

e 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

e 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.



e 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.

e 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.

e 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.

e 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.



1/15/97

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 16"

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):
e 1.3 billion live on less than $1 a day
e By 2030, 3 billion more people added to the planet with 90% of the
growth coming from the developing world.
e 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.



e 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.

e 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.

e 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.

e 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.



- 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.....
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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 7,000hectares 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:
e to help include incorporate environmental concerns in economic policies
e 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:

e President of Costa Rica, Jose Maria Figueres

e Ministers from Environment, Economic Planning and Finance Ministries

e Senior government officials (policy and decision-makers from economic,
finance/planning, agriculture or industry and environment ministries)

e Parliamentarians (with some representatives from EU national parliaments)
e Journalists

e 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

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

Ministers, Senior Policy Makers and Parliamentarians

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

ncils for inable Development an rnali

e influence public opinion on the environment and sustainable development



All Audiences
e exchange experiences among national institutions, multilateral agencies, and
NGOs engaged in environment and development in Central America;
e facilitate implementation of national action programs on environmentally
sustainable economic development; and,
e Dbuild 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 potential for 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?

e 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.

¢ 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.

e 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.

e 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.

e 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.

e 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]

o 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.

e e 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.”

e e 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.

e 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:

Set priorities carefully.

Make every dollar count.

Harness “win-win” opportunities.

Use market instruments where feasible.

Economize on administrative and regulatory capacity.

Work with the private sector, not against it.

Involve citizens thoroughly.

Invest in partnerships that work.

Remember that management is more important than technology.
Incorporate the environment from the start.

SO
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Ten Principles of the New Environmentalism

A quiet revolution has been
under way during the 1990s
as environmental sustainabil-
ity has gradually become an
important theme in policy-
making around the world.

ECENT vyears have witnessed a
profound change in our under-
standing of the links between eco-
nomic development and the natural
environment. The kev propositions of
sustainable development laid out in the
Brundtland Commission Report in 1987
and in the Rio de Janeiro Earth Summit’s
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:

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

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

e addressing environmental problems
requires that poverty be reduced;

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

e since environmental problems pay no
respect o borders, global and regional col-
laboration is sometimes needed to comple-
ment national and regional actions.

Broad acceptance of these propositions,
however. has not assured their effective

ANDREW STEER

implementation. Most znvironmental prob-
lems continue to intensify, and in many
countries there are few grounds for opti-
mism. Nonetheless. in = growing number of
other countries, awarzmess is leading to
action, as policymakers Hegin to bring their
money and political czoital into line with
their rhetoric. About 200 countries have
now prepared nationa’ znvironmental stra-
tegies, and tangible changes in addressing
environmental issues a-= apparent in about
half this number.

Sixtv-eight countries are currentiy re-
ceiving financial and technical support
from the World Bank for environmental
policy reforms and associated investrents.
Active Bank loans for these purposes cur-
rently total more than S11 billion. I co-
financing and the countries’ own finaacing
are added in. these investments total more
than S25 billion. (See Chart 1 for trenZs in
World Bank lending.)

These investments cover a wide variety
of environmental problems, ranging from

Chart 1

World Bank financing for the environment: the active portfolio *

*(billioridoliars
Busikis

5

1986 87 88 89 90 91
Fiscal year 2

Source: World Bank, Environment Department.

1 Active World Bank projects wnose objectives are primarily environmental are included here. but Global Environment Facility

=
92 93 94

95 96

projects are not. The number of orojects approved in each financial year appears on top of the corresponding verticai bar.
The total financing made availazie in each financial year is measured by the height of the corresponding vertical bar.
2 The World Bank's fiscal years extend from July 1 of the preceding year to June 30 of the specified year. For example,

fiscal year 1996 ran from July = 7995 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-
agement to protectec-areas management
and biodiversity conservation (see box).
Despite this variety, however, some impor-
tant common distincTions are becoming
clear. A “new environmentalism” is emerg-
ing. as policies are bei=g adopted that differ
from those traditionz.lv implemented by
industrial nations. A ~2cent review of the
World Bank’s envirormental lending port-
folio identified ten priciples undergirding
this “new environmzartalism.” Although
these principles may s¢em straightforward
and uncontroversial --day, a decade ago
they were not. And th== stand in sharp con-
trast to most enviror.mental policymaking

-

in member countries f the Organization
for Economic Cooperztion and Develop-
ment (OECD) over the nast thirty vears.
Principle 1: Set priorities care-
fully. The seriousness of environmental
problems and the scarcity of financial
resources have requiz=d tough prioritiza-
tion and the phasing -f remedial actions.
The Eastern Eurc-:an Environmental
Action Plan—prepar=: by the World Bank,
the European Union. znd all of the coun-
tries in the region—was a pioneering and
influential effort in th:s regard. Based upon

technical analysis of the health, productiv-
ity, and ecological impacts of environmen-
tal problems, the plan identifies the
problems that must be addressed immedi-
ately. This approach differed radically from
that of previous efforts to address Eastern
Europe’s problems, which, by failing to
establish priorities, favored a broad. shal-
low, and expensive approach to problems.
Thailand was another pioneer in the field;
when a priority-setting exercise in 1992
identified lead pollution as one of the coun-
try’s most critical problems, a full-scale
effort was mobilized and leaded gasoline
was phased out in just four vears. Probably
about 50 countries in the developing world
have undertaken serious priority-setting
exercises so far. The best of these combine
the “sharp pencil” approach to carrying out
analysis with participatory prioritization at
the community level.

Principle 2: Make every dollar
count. Most environmental policies. in-
cluding the successful ones, have been
unnecessarily expensive. Developing coun-
tries cannot afford the high-cost approaches
traditionally used in industrial countries,
and a new emphasis on cost-effectiveness 1s
therefore taking root. Countries like Chile,

The World Bank’s environmental portfolio

The World Bank is currently financing efforts by 62 countries to improve environmental management.

Projects are of three types: those designed to address pollution and urban environmental problems,
those addressing rural environmental issues, and those seeking to build in-country institutional

capacity for environmental management.

World Bank’s portfolio of active environmental projects
(as of July 1996)

Number Number World Bank  Total

of
Project focus

projects countries (loan or credit) cost

Average size
of loan
or credit
(million dollars)

of contribution project

(billion dollars)

Pollution and the urtan environment ! 58

Rural environmental management 2 69
Environmental institutions 3 26
Total 153

31 6.9 17.3 118
41 3.6 7.0 52
23 0.9 1.6 36
62 115 26.0 75

Source: World Bank, Environment Department.

1 Typically includes casacity building, funds for on-lending to enterprises and agencies, direct investment in pollution
prevention and abatement, and support for policy reform for improved environmental managment.
2 Addressing issues inciuding biodiversity conservation, management of forests, and conservation of land and water

resources.

3 Aimed at strengthening national and local environmental management capacity.

In addition to these three categories of environmental projects, the Bank also implements the Global

Environment Facility (GEF) and the Montreal Protocol (MP). Over the past year, $126 million was
committed for 15 new GEF projects, bringing the total GEF portfolio to $506 million for 59 projects

over the four focal areas: Biodiversity, Climate Change, Ozone Depleting Substances (ODS) Phaseout,

and International Waters. The MP portfolio has also grown during the same period and now totals

$214 million approved for 461 subprojects.

the Czech Republic, and Mexico have led
this effort. The new emphasis on cost-effec-
tiveness is allowing much more to be
achieved with limited resources. It requires
a multidisciplinary approach—one that
calls for environmental specialists and econ-
omists to work together to identify the
lowest-cost methods of addressing key envi-
ronmental problems. Chart 2 illustrates how
this approach can help to reduce carbon
emissions in Ukraine. It shows that the
costs of different options for reducing these
emissions vary substantially. The net costs
of introducing gas metering and improving
industrial efficiency are actually estimated
to be negative, because in each case the
value of the resulting energy savings ex-
ceeds the costs, while the costs of introduc-
ing coal-fired or gas-fired district heating
are estimated to be both positive and sub-
stantial. By identifying a country’s least-
cost options, the required reduction in its
emissions can often be achieved at moder-
ate, or even negative, cost. The effort to re-
duce Ukraine’s carbon emissions is just one
of many such efforts currently under way.
Principle 3: Harness “win-win”
opportunities. Some gains in the environ-
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 scarcitv of resources that can be
devoted to solving environmental
problems, the latter kind of policies
should form the first line of attack.
Reducing subsidies on the use of
natural resources is the most obvious
“win-win” policy. There is some good
news here: preliminary calculations
suggest that energy subsidies in
developing countries and Eastern
Europe have fallen by about half
(from around $200 billion per year)
since the early 1990s. A growing
number of countries, led by Ban-
gladesh and Indonesia, have elimi-
nated pesticide subsidies; and a
surprising number of countries,
including China and India, have
begun to reduce subsidies on irriga-
tion water, which accounts for more
than 80 percent of all water use.
Clarifying and reallocating prop-
erty rights is often another “win-win”
policy. Countries such as Azerbaijan,
Colombia, the Philippines, and South
Africa are now embarked upon
market-based and negotiated land
reform, which, in turn, is expected
to have beneficial impacts on the
environment.
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Principle 4: Use market instru-
ments where feasible. Market-based
incentives to reduce environmental damage
are best in principle and often in practice
as well. They stand in sharp contrast to
the traditional command-and-control and
technology-driven regulations that have
heen the norm until recently. A number of
developing countries are experimenting
with innovative approaches involving emis-
sions and effluent charges. market-based
extraction charges, and tradable permits.
For example, Chile and Peru have recently
introduced new fishing laws involving rad-
able harvesting permits: China is enforcing
new charges on sulfur dioxide eMISSIONs:
Thailand is experimenting with perfor-
mance bonds for hazardous waste; and
Malaysia has recently strengthened its sys-
tem of effluent charges.

Principle 5: Economize on ad-
ministrative and regulatory capac-
ity. In developing countries. administration
and enforcement capacity is often as scarce
as money. Many countries are recognizing
that they cannot adopt the highly “enforce-
ment-intensive” approaches of industrial
countries and consequently are experiment-
ing with more self-enforcing policies (such
as depositrefund schemes and pertfor-
mance bonds) and blunter instruments
(such as fuel taxes or import bans on
certain types of pesticide) with fewer points

Chart 2
Costs of reducing carbon emissions in Ukraine

(dollars)
R e e e e
Costs per
metric ton
of carbon
equivalent
avoided

District heating
! coal-fired
60 §
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of intervention and are recognizing that
nongovernmental and community groups
can help foster compliance. [nformed public
opinion can also play a powerful role in
exposing and holding accountable private
firms and government agencies that abuse
the environment. Recognizing this, in 1990,
Indonesia, with support from the World
Bank. introduced a five-star system for
rating the environmental performance of
industrial enterprises. Such public disclo-
sure and public education campaigns
can often have a much more powertul
impact than more traditional regulatory
approaches.

Principle 6: Work with the private
sector, not against it. Recognizing their
limited regulatory capacity and the need
for accelerated private investment. many
governments are switching from a control-
dominated attitude toward the private
sector to one that involves dialogue and
negotiated, monitorable programs. In some
countries, governments are working witl
private Sectur environme al leaders 1o
encourage environmental IMProvements
throughout the value chain (including sup-
plying industries). Self-enforcement and
independent certification schemes (such as
SO 14000, a svstem for certifying that
companies have sound environmental man-
agement systems in place) are also plaving
a much larger role. Innovative ways are

o

District heating: gas-fired

30 35 40 45 50

Greenhouse gas emissions avoided
(in metrnc tons of carcon equivalent)

Source: World Bank, 1994, Ukraine Energy Options Giooal
Environment Analysis (Washington)

being found to catalyze private financial
flows in the service of the environment.
This vear, for example, the World Bank
Group's International Finance Corporation
(IFC) launched a Biodiversity Venture
Capital Fund and is planning to launch
<imilar funds to promote the use of renew-
able energy. Private finance is also being
channeled into environment-improving ac-
tivities. such as waste-treatment facilities
and energy-efficiency improvement. The
World Bank Group is helping to encourage
this trend by providing partial risk guaran-
tees and other instruments.

Principle 7: Involve citizens
thoroughly. When a country’s environ-
mental problems are addressed, the
chances of success are greatly enhanced if
local citizens are involved. This has been
well known for years for rural programs
and is now becoming equally evident in
offorts to manage pollution and waste in
urban areas.

Such involvement is needed for four rea-
<ons. First. local citizens are often better
able than government officials to identify
the priorities for action. Second, members
of local communities often know about
cost-effective  solutions that are not
available to governments. Third, the moti-
vation and commitment of communities are
often what sees an environmental project
hrough to completion. This 1s especially
wrue, for example, for soil conservation and
afforestation projects. Whether one looks at
the soil clubs of northeast Brazil in the
1980s or the Sahelian community-based
land management programs of the 1990s.
the message is clear: participation iks!
Programs are much more successful if they
are developed with the beneficiaries rather
than for them.

The fourth reason for citizen mvolve-
ment is that it can help build constituencies
for change. Most environmental reforms
will be opposed by those who have bene-
fired from the right to pollute and degrade
without penalty. Following through on
environmental reform therefore requires a
public constituency for change to act as a
counterweight. This is why a growing
number of concerned governments dare
investing in public awareness campaigns
and fostering a vibrant nongovernmental
environmental movement.

Principle 8: Invest in partner-
ships that work. Smart governments are
realizing that they are often most effective
in dealing with environmental issues when
they work in partnerships. Most countries
now involve nongovernmental specialists
in their priority-setting exercises, and




tripartite relationships—including the gov-
ernment, the private sector, and community
organizations—are increasingly common.
The value of such partnerships stems from
not only the different perspectives and
skills that are brought to the table bur also
the necessity of carrying out concerted
actions to address some environmiental
issues.

Forest management is a good exa::dle.
Moving from current unsustainable orac-
tices to those which incorporate
knowledge about sustainable harveszing
and processing often requires conceried
action by private, community, and govern-
mental actors. This past year, the W rid
Bank helped establish a Forest
Management Transformation In-

technical assistance provided to improve
the management of steel plants has trans-
formed their environmental performance
from among the worst to among the best in
the developing world.

Conversely, bad managers can wipe
wr the benefits  of technologies.
Thousands of heavily polluting industrial
plants around the world have purchased
equipment incorporating expensive envi-
ronmental technologies that is currently
cither unused or poorly maintained. The
new  environmentalism, therefore,
strong emphasis to good housekeeping and
managerial improvements and to the
retorm of public enterprises.

new

gives

itiative that will bring together
leading private enterprises, non-
governmental and community spe-
cialists, and international financial
institutions to help remove con-
straints to adopting sustainable
practices throughout the forest-
product value chain.

Effective partnerships are also
becoming more common at the
transnational level. Since the Earth
Summit in 1992, for example,
regional seas programs have made
important progress in the Baltic,
Mediterranean, Black, and Aral
Seas and in Lake Victoria. The
sharing of international rivers is
also being addressed, albeit slowly.
One encouraging recent example:
the 12 countries of the Southern
African Development Community

(SADC) recently signed a protocol
for managing the 18 international
rivers in the region.

Principle 9: Remember that man-
agement is more important than
technology. The old-fashioned, tecrnol-
ogy-driven approach to the environmen: 13
giving way to a recognition of the crucial
role of good management. Improved man-
agement practices are always a comple-
ment to, and sometimes a substitute Ior,
investment in equipment.

Good managers can achieve large im-
provements in the environment at little
cost. Examples abound. In Eastern Europe,
lead smelters have shown a 60-80 percent
reduction in air pollution and lead dust as a
result of improved housekeeping and mod-
est investments. In Latin America, im-
proved efficiency stemming from the
privatization of mining activities has
sharply improved the management of tail-
ings and wastewater. And in Egypt, recent

Principle 10: Incorporate the envi-
romment from the start. When it comes
) protecting the environment, prevention is
much cheaper—and more effective—than
cure. Most countries now seek to assess and
mirigate potential damage from new infras-
sructural investment. But it 1s now becom-
ing clear that such activities may be carried
out too late in the cycle o have optimum
impact. A small but growing number of
efforts are now being made to move
“upstream” to factor environmental con-
cerns into the formulation of countries” sec-
toral strategies. Countries such as Nepal
and Vietnam are currently seeking to take
environmental and  benefits  into
account when designing their country-wide,
least-cost energy strategies. Such sectoral
environmental assessments are  expected
0 hecome standard practice in the coming
few vears.

costs

Methodologies for carrying out such sec-
toral environmental assessments are still
evolving, and a good deal of research is cur-
rently under way. The World Bank, for
example, recently launched an important
learning exercise entitled “global overlays”
in which 1ssues of biodiversity and climate
change will be factored into sectoral poli-
cies in agriculture, energy. transportation,
and infrastructure.

Moving upstream in environmental pol-
icy 18 also occurring in the design of
macroeconomic, trade. and fiscal policies.
Countries such as Cote d'Ivoire, the Czech
Republic. Mexico, Peru, and Poland have
explored how their economic reforms may
affect the environment and are
seeking to put in place comple-
mentary environmental policies.
A recent World Bank review
analyzes the experience of 12
such countries. This year also
saw the dispatching of the first
joint IMF-World Bank mission
(to the Philippines) assigned to
explore the relationships between
fiscal and tade policies and
the environment.

The unfinished agenda

The ten principles outlined
above are helping to guide a new
generation of environmental poli-
cymaking around the world.
The new environmentalism—
characterized by greater rigor in
factoring environmental costs and
benefits into policymaking—puts
local people at the center of envi-
ronmental strategies, diagnoses
and addresses behavioral causes
of environmental damage, and recognizes
the political dimensions of environmental
reform. This revolution in environmental
management is not complete. Rather, it is
just heginning. In most countries, environ-
mental conditions are continuing to deterio-
rate, in many instances in an irreversible
manner. Pursuing the new environ-
mentalism is therefore a very urgent
challenge—one that economists, as well as
ecologists and technical specialists, need to
be fullv engaged in meeting. [FD]

For more details on the World Bank’s work on
the environment, see the October 1996 issue of
Environment Matters, which can be obtained by
writing to the Environment Department, World
Bank, Washington, 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
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n
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?

o 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.

e The potential for 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.

e 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.

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.

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.

e 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.

e 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]

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

o 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.”

e e 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. [ 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.

e 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:

Set priorities carefully.

Make every dollar count.

Harness “win-win” opportunities.

Use market instruments where feasible.

Economize on administrative and regulatory capacity.

Work with the private sector, not against it.

Involve citizens thoroughly.

Invest in partnerships that work.

Remember that management is more important than technology.
Incorporate the environment from the start.

e dils el e He B e ol e e
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Ten Principles of the New Envi-:7m2nialism

A quiet revolution has been
under way during the 1990s
as environmental sustainabil-
ity has gradually become an
important theme in policy-
making around the world.

[N

CENT vears have witnessed a
rofound change in our under-
u'mdmg of the iinks benween eco-

nomic development and the natural

nment. The kev propositions of
rainesle developmen: 'aid out in the
Brundtland Commission Report in 1987
in == Rio de Janeiro Earth Summirt’s
Agenda 21 in 1992 were contwoversial at the
time but are now broadlv uccepted—even

ln 'U

Among such pxoousmom are he rollow ing:

& S

e ther= is a crucial and potentially posi-

rive linx Derween eaorom development
and the =zvironment;
« the .nsts of inappropriate economic

aolicies n the environment are very high:
e addressing  environmental problems
requires That poverty be -

educed;
e cconumic growth mt

t be guided by
orices which incorporate environmental
values: znd

e since environmental problems pay no
respect 7 horders. global and regional col-
laboration is sometimes needed to comple-
ment narional and regional actions.

Broad acceptance of these propositions.

nowever. has not assured their effective

ANDREY :TEER

implementation. Most =
lems continue to 1
countries there are

avironmental prob-

- grounds for opti
mism. Nonetheless. i= = Zrowing number of
other countries, aw 33 18 leading w0
action. as policymakerz egin to bring their
money and political czoiral into line with
their rhetoric. 230 countries have
now prepared nation p -avironmental stra-
tegies, and tangible czznges in addressing
enwronr‘:"ra‘ {ssues z-= apparent in about
half this number.

Abous

ries are currentiv re-
and rtechnical stoport
Bank for environmenrtal
and associated invest=ents.
¢ Bank loans for these purposes cur-
\Hu'k Tore than -:u bllo“ I co-

cing

These invesiments cover a wide © e eny

of 2nv oroblems. ranging Tom

‘ronmental

~h .
Lrart

World Bank financing for the environment: the active portfolio L

5
i
1
;

1986 87 88 89

Source: World 8ank, Envircr—2nt Department.

90 91 92 93 94 95 96
Fiscal year 2

1 Active World Bank projects ~'ose opjectives are primarnly anvircnmental are included nere. 2ut Global Environment Facility

projects are not. The numeer =*
The total financing made avail

stojects approved in each financial vear appears on (co of the carresponding verticas bar.
in each financial year is measurea dv the neignt of the corresconaing vertical bar.

2 The World Sank's fiscal 23 2xtend from July 1 of the araceding vedr to June 30 of ine spec 22 vear. For example,

fiscal year 1995 ran trom Lui/ © 395 to June 30. 1996.

Andrew Steer,

a UK national, is Director or the Environment Departiment. World Bunt.
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industrial pollution 2::d coastal-zone man-
agement [0 protectel-ureas management
and biodiversity congervation (see box).
Despite this variety. = wever. some impor-
tant common distincTons are becoming
clear. A "new envirormentalism” is emerg-
ing. a3 poiicies are being adopted that ditfer
from those traditions implemented by
industrial nations. A ~zeent review of the
World Bank's envirorental lending port-
folio identified ten p:iciples undergirding
this “new environmziialism.”  Although
these principles may w=zm straightiorward
and uncontroversial -:day. a decade agn
thev werz not. And -+ stand in sharp con-
trast to most enviror-tiental policymaking
in member countries 7 the Organization
for Economic Cooperztion and Develop-
ment (OECD) over the zast thirt vears.
Principle 1: Ser priorities care-
fully. The seriousn==3 of environmental
probiems and the sxarcity of financial
resources have requim=d tough prioritiza-
tion and the phasins 7 remedial actions.
Tre Eastern Eurcz-zn  Environmental
Action Plan—prepar- - 2y the World Bank.
the Eurcoean Unior. 2ad all or the coun-
ries in the region—wz2s a pioneering and
influential edort in th:2 regard. Based upon

technical analysis of the health. productiv-
ity, and ecological impacts of environmen-
tal problems, the plan identifies the
problems that must be addressed unmedi-
ately. This approach difered radicaliy from
that of previous etforts to address Eastern
Europe’s problems. which, by failing to
establish priorities, favored a broac. shal-
low, and expensive approach to prodiems.
Thailand was another pioneer in the Jeld:
when a priority-setting exercise in 1992
identified lead pollution as one of the coun-
rv's most critical problems, a full-scale
effort was mobilized and leaded gasoline
was phased out in just four vears. Pr.dably
about 30 countries in the ceveloping world
have underraken serious priority-seing
exercises so far. The best of these combine
the “sharp pencil” approach to carriing out
analysis with participatory prioritiza=on at
the community level.

Principle 2: Make every dollar
count. Most environmenral policies. in-
cluding the successful ones, have Deen
unnecessarily expensive. Developing coun-
mies cannot afford the high-cost appraaches
radidonally used i industrial counmies,
and a new emphasis on cost-effectiveness is
therefore taking root. Countries like Chile,

The World Bank’s environmental portfolio

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

Projects are of three tyoes: those designed to adcress pollution and urban environmental proolems,
those acdressing rura. snvironmental issues, and those seeking to build in-country institutioral

capacity for environme=tal management.

World Bank’s po'rtfolio of active environmental projects
(as of July 1996)

Number Number

of
Project focus

projects countries (loan or credit)

World Bank Total Average size
of contribution project of loan
cost or credit

(billion dollars) (million dollars)

Pailution and the urcan environment ! 58

Rural environmentai management 2 89
Environmental institzoons 3 26
Total 153

31 6.9 7.3 118
41 3.6 7.0 52
23 0.9 1.6 36
62 115 26.0 75

Source: World Bank, Z~vironment Depantment.

! Typically includes cazacity building, funds for an-iending to enterprises and agencies. direct investment in pollution
srevention and abaterrent. and support for policy reform for improved environmental managment.
2 Addressing issues ireuding biodiversity conservation. management of forests, and conservation of land and water

resources.

3 Aimed at strengthemiog national and local environmental management capacity.

[n addition to these “iree categories of environmental projects, the Bank also implements che Global

Environment Facility (GEF) and the Montreal Protocol (MP). Over the past vear. 3126 million was
committed for 15 new GEF projects, bringing the total GEF portfolio to $506 miilion for 39 projects

over the four focal areas: Biodiversity, Climate Change, Ozone Depleting Substances (ODS) Phaseout,

and International Wate=s. The MP portfolio has also grown during the same period and now totals

3214 million approved Zor 461 subprojects.

the Czech Republic, and Mexico have led
this effort. The new emphasis on cost-effec-
tiveness is allowing much more to be
achieved with limited resources. [t requires
a rmultidisciplinary approach—one that
calls for environmental specialists and econ-
omists to work together to identify the
lowest-cost methods of addressing Key envi-
ronmental problems. Chart 2 illustrates how
this approach can help to reduce carbon
emissions in Ukraine. It shows that the
costs of different options for reducing these
emissions vary substantially. The net costs
of inrroducing gas metering and improving
industrial efficiency are actually estimated
to be negative. hecause in each case the
value of the resuiting energy savings ex-
ceeds the costs. while the costs of introduc-
ing coal-fired or gas-fired district heating
are estimated to be both positive and sub-
stantal. By identfving a country's least-
cost options, the required reduction in its
emissions can often be achieved at moder-
ate. or even negative. cost. The effort to re-
duce Ukraine's carbon emissions is just one
of many such efforts currently under way.
Principle 3: Harness “win-win”
opportunities. Some gains in the environ-
ment will invoive costs and trade-offs.
Others can be achieved as by-prod-
ucts of policies designed to improve
efficiency and reduce poverty. Given
the scarciz of resources that can be
devoted tw solving environmental
problems. -he latter kind of policies
stould form the first line of attack.
Reducing subsidies on the use of
natural resources is the most obvious
“win-win" policy. There is some good
news here: preliminary calculations
suggest that cnergy subsidies in
developing countries and Eastern
Europe have fallen by abour half
(from around 3200 billion per vear)
since the early 1990s. A growing
number of countries, led by Ban-
gladesh and [ndonesia. have elimi-
nated pesricide subsidies: and a
surprising number of countries,
including China and India, have
begun to reduce subsidies on irriga- :
tion water. which accounts for more
than 80 percent of all warer use.
Clarifying and reallocating prop-
erty rights is often another “win-win"
policy. Countries such as Azerbaijan,
Colombia, the Philippines, and South
Africa are now embarked upon
market-based and negotiated land
reform. which, in turn, is expected
to have beneficial impacts on the
environment
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Principle 4: Use market um‘ru-
ments where feasible. Market-base
incentives to reduce environmental damag
are best in principle and often in pmu e
as well. Theyv stand i sharp contrast o
the traditional commanc and
sechnologv-driven requias
Seen the norm undl recensly.
developing
with innovative approachies inv
sions and effluent charges. m
extraction charges. and :radable perm
For example. Chile and P=ru have recer
‘noroduced new fishing laws
able harvesting permits: ©
aew charges on sulfur dioxi ide emissions:
Thailand is experimentng '\uh pertor-
mance bonds for hazarcous waste: and
Malaysia has recently stwengt vmer‘ VR
rem of eTluent charges.

Principle 3: Economize on ad-
ministrative and reO‘ulafor\' capac-
itv. In developing countr: o3, uamvm\:”' ]
+1d enforcement capact:
as money. Many Lounr‘
char they cannot adopt e !
ment-intensive” aporoucic\ of mcum ial
countries and consequentiv aree 1ent-
ing with more self-enforeing Dom es

1d-control
that

A number of

ons have

countries are \Dt"‘lmt‘“' g

! =
pans on

+17h fewer poinis

import

Chart 2

Costs of reducing carbon emissions in Ukraine

of intervention and are recognizing that
nongovernmental and community. groups
can help foster compliance. [niormed public
opinion can also play a powertul role in
exposing and holding accountable privare
< that abuse

TACS
LEe

firms and government agenc
the environment. Reuwm/.k.\ hiz, 0
[donesia. with support from the Worid
Bank. introduced a five-s
rating the environmental
industrial enterprises. Such public
sure and pubiic educaren
can often have a much
impact than more traditi o
approaches.

Principle 6: Work with the private
sector, not against it. Re. wmizing thet r
limirted regulatory capactty and the
fov accelerated private inv
governments are SWitching O &
dominated attitude toward e oF
sector to one tha logue
negotiated. monitorable D

for

SHiGu

Jeriormanee Of

discio-

involves dia

countries, g e
private secioy
encourage envir
throughout the val
plv‘?ng 'mdL'

[SO H o,
compaities have sound e
agement svs{ents in place! ov
a much larger role. Innev c wavs zr

osts per |-
metric ton |

of carbon
equivalent
avoided
r
H

60
e
2

H Finanee & Developat " Deceober 1086

S 45 =0

38
Greennouse Gas 2m 33i0ns aveicea
{In meti. (NS Lo eguivalent)

Source: Wond Bank, 1994 Ukraine Energy Oetors
Envircnment Analysis (‘\Nashington)

being found to catalyze private financial
flows in the service of the environment.

his vear. for example. the World Bank
Group’s International Finance Corporation

(IFC) launched a Biodiversity Venture
&mml Fund and is planning t launch
smilar funds o promote the use of renew-
able energy. Private finance i3 ) being
channeled nto cn‘.'u'onment—impm\'ing ac-

tivities, such as waste-treatment facilities
and energv-efficiency improvement. The

World Bank Grouo S helpinrr o ~ncc>urage

ees md n(‘wcA in wrummt\

Principle 7: Involve citizens
thoroughly. Whaen a country’s enviren-
mental problems are addressed,  the
chances of success are greatly enhanced if
local citizens are involved. This has been
well known for vears for rural programs
aow becoming equally evident in
to manage pollution and waste in

and i3
etforts
arban areas.

Such involvernent is needed for fou:' ren-
sons, First, local citizens are oIter
yment officials o ide

govarn

able than h

he priorities for action. Second. mempers
of local communities often know about
cost-effective  solutions  that are  not
available 1o governments. Th i, the ot
-ation and comminment of communilies 2re
often what sees an environmental project
-yrough to completion. This is especially
rue. for example. for soil consery; ation and

afforestation orojects. Whether one looks at
the soil clubs of northeast Brazil in the
1080s or the Sanelian community-hased
iand management programs of the 1990z,
age s clear: pamuo.wm & :
uch more successtul

the mess
Programs are
are developed with the beneficiaries
than for them.

The rourti reason for
ment is that it can help build constituencles
for change. Most environmental reforms
will be upposed by those who have bene-
fired from che fight o pollute and degrade
penaity. Following through on
| reform therefore requires a
public constituency for change to act-as a
counterweight. This is why a growing

number of concerned governments e
mvesting in public awareness camps algns
and fostering a vibrant nongov ernmental
environmental movement.

Principle 8: Invest in partner-
ships that work. Smart governments are
realizing that they are often most effective
in dealing with environment: 1l issues when
they work in partnerships. Most countries
nongovernmental spectalises

nive-

citizen v

without
environmenta

now involve T

in their priority-setting exercises, - and



tripartite relationships—including the

ernment, the private sector, and commu::
organizations—are increasingly conu:
The value of such parmerships stems =
not only the different perspectives
skills that are brought to the table bu:
the necessity of carryving out conc
to address some environii-rs

actions
1Ssues.
Forest management is a good exo: =«
Moving from current unsustainable =
tices to those which incorporirs
knowledge about sustainable har.ez=7..2
and processing often requires conc::
action by private. community, and & =
mental actors. This past vear, the % .
Bank helped establish a Forest
Management Transformation In-

-echnical assistance provided 1o mprove

e management of steel plants has e
thew
o amony the worst o

Sarmed environmenial pertor
- developing world.
bad manauers gan B

Ve l‘

uc‘lu‘i»ii.\ ol
u=aclds of heavily
ais around the wort

oL

technologies
anused or poorty
environmentalisn.

SEORY empRAss o god
andgerial  improvene:
s=form of public enterpit

\lethodologies for carrying out such sec-
toral environmental assessments are still
evolving. and a good deal of research is cur-
rentlv under way. The World Bank, for
example. recently launched an important
learning exercise entitled “global overlays”
in which issues of hiodiversity and climate
change will be factored into sectoral poli-
cies in agriculture. energy. transportation.
and infrastructure.

Moving upstrear ‘n environmental pol-
jcv iz aiso occurring in the design of
macroeconomic, wace. and fiscal policies.
Counties such as Cote d'lvoire, the Czech
Repubiic. Mexico. Pzru. and Poland have
explores how their economic reforms may

affect the environment and are
seeking to pur in place comple-

itiative that will bring together
leading private enterprises, non-
governmental and community spe-
"a‘i‘:ts and international financial
nstitutions to help remove con-

aints to adopting sustainable

crices throughout the forest-
p'ouuct value chain.

Effective partnerships are also
becoming more common at the
transnational level. Since the Earth
Summit in 1992, for example,
regional seas programs have made
important progress in the Baltic.
Vlediterranean, Black. and Aral
Seas and in Lake Victoria. The
sharing of international rivers is
als0 being addressec. albeir slowly:
One encouraging recent example:
12 countries of the >outherz
l'*'on Development Community

O

mentarv environmental policies.
A recent World Bank review
analvzes the experience of 12
such counzies. This year also
saw the dispatching of the first
joint IMF-World Bank missior
(to the Philippines) assigned to
explore the relationships between
fiscal ancd wade policies and
the environment.

The unfinished agenda
The rten principles outlined
above are =zlping to guide a new
generation of environmental poli-
cvmaking around the world.
The new environmentalism—
characterized by greater rigor in
factoring environmental costs and
benefits into policvmaking—oputs
local people at the center of envi-

(2ADC) recently signed a protocol
for managing the 18 international
rivers in the region.

Principle 9: Remember:that niun-
agement s more inportant thun
technology. The old-fashioned.
ogw-driven approach to the environni=::
giving way [0 a recugnition of the o7
rie of good management. Improved ~un
agement practices are always a4 comino
ment ro, and sometimes a substitut=
investment in equipment.

Goud managers can achieve largs
Drovements
cost. Examples abound. [n Eastern Eur o«
lead smelters have shown a 6080 per.=:

reduction in air pollution and lead dus: -

esult of improved housekeeping and 0«
est investments. In Latin America.
proved efficiency stemming
privatization of mining activites
snarply improved the management o:
ings and wastewater. And in Egypt. reent

in the environment at ..Il.c

from The

Principle 10: Incorporate [lze eni-
roment from the start. \Wher

ring the enviro Sreventin s

woen cheaper —and n TecTive-—

T dsRess

Vst countries

S pEtential danaes

“actural investment. B s now Bedot

seeglear that sueh qenvy e

S Sibe 0 the chee T Baye eptRws

vonen N osmall bur greving dumiber

Harts mre now beine ofade T

apstream” to factor esronmental con
COUNLTReS S

Nepii

i~ nto the formularion of
ral strategies. Countries such as

VIernaun e currely s seeking b
;

Cosls

Sironmental

cooun: when desigming

Strafegies. Such secnor

eUSTOOST enerey

vironmental Assessmentsoare expectend
-5 heeome standard praceice i he vonney
ek A=

ronmental strategies, diagnoses
and addresses behavioral causes
f environmental damage, and recognizes
the political dimensions of environmental
reform. This revolution in environmental
management is not complete. Rather. it is
just eginning. [n most countries, environ-
mental conditions are continuing to deterio-
rate. in many instances in an irreversible
muanner. Pursuing the new environ-
mentalism is therefore a very urgent
challenge—one that economists, as well as’
ecolugists and technical specialisrs need to
he fully engaged in meeting. {F20]

[y more details on the Vorld Bank's work on

the environment. see the October 1996 issue of
[snvironment Matters, :which can be obtained by
weritmy to the Environment Department, World

Lanke, Washington, DC 20433, USA.
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ANNEX 1
Seminar Objectives, Audience, Content & Expected Outcomes:

Objectives:
e to help include incorporate environmental concerns in economic policies
e 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:

e President of Costa Rica, Jose Maria Figueres

e Ministers from Environment, Economic Planning and Finance Ministries

e Senior government officials (policy and decision-makers from economic,
finance/planning, agriculture or industry and environment ministries)

e Parliamentarians (with some representatives from EU national parliaments)
e Journalists

e NGOs and the private sector (Councils of Sustainable Development)

Content: During the week, the individual seminars will cover topics such as:
e 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 I;lstitutions

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

Tinister nior Poli k n rli ntarian

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

Councils for Sustainable Development and Journalists

e influence public opinion on the environment and sustainable development



