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THE WORLD BANK
Washington, D.C. 20433

U.S.A.

MARK MALLOCH BROWN
Vice President, External Affairs
Vice President, United Nations Affairs

June 17, 1997

Mr. James D. Wolfensohn

Your Meeting with Mr. James Purcell, Director-General
International Organization for Migration (IOM), June 25, 1997

Jim:

We have arranged for you to meet for a half-hour with Mr. Purcell of the IOM from 3:15-
3:45 p.m. on June 25, just after the luncheon you are attending for the UN General Assembly
Special Session. You and Mr. Purcell will meet at the Bank's UN Office, and Alfredo Sfeir-
Younis will accompany you.

Jim Purcell has been the Director-General of the IOM since 1988 and has a long career in
the U.S. State Department, including with refugees. His CV is attached.

The IOM is not a UN agency although it works closely with the UN, and is organized like
agencies such as UNHCR, i.e. with member governments assessed for regular budget,
supplemented by voluntary contributions for crisis interventions. IOM enjoys a flexibility
comparable to that of a large international NGO in terms of program planning and
implementation, and has a very strong field presence.

Mr. Purcell is hoping to increase cooperation between his organization and the Bank as a
partner in post-conflict countries.

Sincerely,

Attachments

cc: Mmes./Messrs. C. Koch-Weser, C. Anstey (EXC); J. Armitage (EXTDR); A. Sfeir-Younis,
J. Grayson (EXTUN)



INTERNATIONAL ORGANIZATION FOR MIGRATION

I. Main Strategic Issues

IOM is interested in accessing Bank project funds where possible for its programs. The
Bank does not presently have funds that can be tapped by 1M, except in projects such as the
activity in Mozambique described below.

Progress in Angola

• Mr. Purcell is likely to sound you out regarding the Bank's program in Angola. IOM

put in a bid to implement (using PPF funds) a pilot sub-project of the Bank's Post-
Conflict Social Recovery Project (FY98) for returnee and internally displaced
reintegration. The decision regarding IOM's bid has not yet been taken. At the same
time, IOM is experiencing funding shortfalls in its own demobilization programs in
Angola.

• Mr. Purcell would be pleased to hear from you that the Bank finds IOM data on

population movements, on internally displaced persons (IDPs) and on demobilization
of soldiers to be very helpful in our planning. IOM is the main source for information
on where refugees are moving and where they are willing to relocate.

Progress in Mozambique

• In Mozambique, IOM played a key role in the demobilization process of some 80,000
Government and RENAMO troops. To facilitate reinsertion and reintegration of the

soldiers into civilian life, IOM used counseling, vocational training and employment
generation through labor-intensive rehabilitation projects. The Bank developed a
Provincial Reintegration Support Program (PRSP) with funds redirected from several
ongoing IDA credits. From the Program $2,000,000 went to IOM as executing
partner (together with GTZ and ILO), used from March 1996 to early 1997.

II. Bank Partnerships with the IOM

The Bank has had good experience in the field with IOM (especially in Mozambique and

Angola) and we would cooperate with them where appropriate in post-conflict countries. The

Bank's new Post Conflict Unit should facilitate these efforts, and IOM has said they would like
both to have regular meetings with the Unit and second staff to it.

Most cooperation will involve an exchange of information between headquarters and also
field collaboration, concerning refugees, internally displaced persons and demobilized soldiers.

Regarding migration, the Bank was represented at the conference on migration in FSU countries

a year ago, which both IOM and UNHCR sponsored.
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IOM has recently signed a Memorandum of Understanding with UNHCR and UNFPA,
and might well want to do the same with the Bank. The Bank's policy is to keep cooperation
flexible and country-specific. We are not interested in signing a Memorandum of
Understanding. If Mr. Purcell asks why, you can say that we have very few such agreements

(FAO is an unusual case) and cooperate effectively without formal agreements.

IOM's programs for demobilization and reintegration of soldiers (e.g. Haiti and Mali)
include local governance, community development and micro-credit. These developmental
activities broaden IOM's traditional mandate and increase potential contact with the Bank.
Modalities for possible cooperation include:

• mechanisms for knowledge sharing and consultation in matters where the impact of
migration can and should be factored into the macroeconomic planning for economic
growth and ecological concerns;

• use of IOM expertise as Executing Partner and/or as technical assistance to client
governments of countries dealing with migration and post-conflict issues.

• the use of micro-credit in rebuilding the livelihoods of migrants.

III. IOM Mandate

The International Organization for Migration is the principal international body
concerned with migration and it is considered an effective and experienced agency.

• IOM was formed in 1951 in Europe. It adopted its current name in 1989 to indicate
the global nature of its mission to arrange the movement of refugees and migrants to
new homes and to promote other migration assistance to ensure orderly migration and
integration.

• Since operations began in 1952, IOM has assisted some 8.7 million refugees and
migrants to settle in over 125 countries. In 1996, IOM was budgeting to assist some
one million migrants, refugees, displaced persons and other individuals.

• IOM's efforts have increasingly been integrated with the UN's coordinated approach
to emergencies. In December 1993, the UN General Assembly gave IOM the right to
draw on the resources available in the Central Emergency Revolving Fund (CERF),
making IOM the first and only non-UN organization authorized to make use of
CERF.

Examples of IOM's Work

• IOM arranges international transportation for displaced persons and refugees to
countries offering them temporary or permanent protection. Through a tripartite
agreement with UNHCR and ICRC, the IOM also serves as the focal point for a
Family Reunification Program;
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• IOM has helped refugees from the former Soviet Union and Eastern Europe make
their way to new homes in the West. IOM has also worked on demobilization and
reintegration issues in Guatemala.

• In 1990, during the Gulf crisis, IOM was heavily involved in moving back to their
countries of origin displaced foreign workers and their families who had fled Kuwait
and Iraq;

• IOM coordinated the return of the Kurdish displaced population in Iraq back to their
home villages;

• In the post-war period, IOM is developing a program to assist the return of highly
qualified Bosnians whose skills are needed in the initial phase of reconstruction.

• IOM assisted in the relocation of displaced Haitians refugees rescued at sea. In 1995-
1996, IOM cooperated closely with UNHCR in Rwanda and Mozambique; IOM has
managed a mass evacuation of civilians from the Chechnya conflict.

IV. Staff, Budget, and Membership

• IOM has a staff of 1,280, of whom 150 work at its Geneva headquarters and the
others in 70 offices throughout the world. IOM's main governing body, the Council,
usually meets once a year, in November.

• IOM's budget for 1996 was Swiss Francs 34 million for the administrative part of the
budget and some US$232 million for operations.

• In January 1996, 59 governments (including the United States) were members of
IOM, and 41 others had observer status.

LPachter/PCaputo/ASfeir-Younis:Imw



JAMES N. PURCELL, JR.

DIRECTOR GENERAL OF IOM

Mr. James N. Purcell, Jr. was born in Nashville, Tennessee, in the United States
of America, on July 16, 1938. He received an undergraduate degree in political science
from Furman University in 1961 and a Master's degree in public administration from
Syracuse University in 1962.

Mr. Purcell was employed by the United States Federal Government from 1962
until 1988 and was a charter member of the U.S. Senior Executive Service.

He began his career with the U.S. Atomic Energy Commission. In 1966 he

moved to the Agency for International Development and in 1968 to the Office of

Management and Budget (OMB), in the Executive Office of the President. At OMB,
he served as Deputy Director of the Budget Preparation Staff, Senior International
Affairs Examiner, and Chief of the Justice/Treasury Branch.

In 1976 he joined the U.S. Department of State in the Bureau of Educational and

Cuitural Affairs. He later served as Deputy Budget Director for the State Department
and as Executive Director for the Bureau of Administration. He began his first

assignment with the Bureau for Refugee Programs in 1979, where he served as Deputy
Assistant Secretary for Budget and Programs. In 1982, Mr. Purcell was appointed
Director of the Bureau for Refugee Programs, with a rank equivalent to Assistant
Secretary.

In 1986 Mr. Purcell received the U.S. State Department's Distinguished Honor
Award for his outstanding service over many years in the field of refugees and

migration.

Elected in 1988 to a first term as Director General of IOM, Mr. Purcell was re-

elected for a second five-year mandate in 1993.

Mr. Purcell is married to Jean Primm Purcell and they have two daughters.

January 1996



DRAFT LETTER TO FOREST INDUSTRY CEO'S

Dear Sir,

Five years after the Rio Earth Summit, the management. conservation and
sustainable development of the World's forest ecosystems remains one of the major
challenges facing the international community as it seeks to implement Agenda 21 and
achieve a sustainable future for humanity. The past five years has seen unprecedented
high level policy dialogue on forests with both the Commission on Sustainable
Development's Intergovernmental Panel on Forests and the Inter-Action Council's World
Commission Forests and Sustainable Development. Both have made wide ranging
suggestions for action to better conserve and manage the world's forests, and
consideration of these suggestions was high on the agenda of the Special Session of the
United Nations General Assembly to review prgress on the Rio Earth Summit at the end
of July.

Despite the passage of the Convention on Biological Diversity and the host of
intergovernmental working groups looking at criteria and indicators of sustainable forest
management, the inescapable conclusion is that forests continue to be degraded and lost
at an unprecedented rate. Furthermore, I am personally convinced that the World will not
be able to achieve sustainable development if it cannot achieve improved management,
conservation and sustainable development in its forests.

I am also convinced that this can only occur if there is a pro-active partnership of
private industry, governments , environmental NGO's and development institutions like
the World Bank and other agencies of the United Nations system. Ultimately, however, it
is the support and actions of the private sector which will determine whether or not or not
sustainable forms of forest-based development will occur. In this regard, a number of my
staff have been working with a small group of forests sector leaders and NGO's to
develop a systematic framework for helping private sector innovation in this area - see
attached information on the Forest Market Transformation Initiative (FMTI).

I believe that the situation facing the World's forests has reached a critical
juncture and that unless we achieve significant changes in the next half decade, options
for a sustainable future will be irrevocably lost. I am therefore convening a closed
meeting of leading forest sector industrialists, selected NGO leaders and development
practitioners to determine what measures we can collectively take to overcome the
barriers to the wide-scale adoption of sustainable management practices in the World's
forests.

For my part, I am prepared to use the capacity of the World Bank Group to help in
any way you think practical. Furthermore, I am prepared to commit the World Bank
Group to performance targets for Bank Group in the sector, such as facilitating the
creation of at least an additional 50 million ha. protected areas to give more



comprehensive and ecologically representative coverage to forest ecosystems and
assisting industry to bring at least 100 million ha. of forests in both the tropical and the
temperate and boreal latitudes under demonstrably sustainable management before the
year 2005.

To discuss these and other measures that the Bank Group might do to more
effectively promote the management, conservation and sustainable development of the
World's forests, I am inviting you to join me for a one day meeting to be held at the
World Bank in Washington on [xxxxxxx] 1997. I hope you will be able to join me for
this important event.

Yours Sincerely,

J.S. Wolfensohn

N:\envdr\ken\ceo-fmti.doc



DRAFT LETTER TO FOREST INDUSTRY CEO'S
SHORTER VERSION

Dear Sir,

The past five years has seen unprecedented high level policy dialogue on forests
and. At the end of July last, the Special Session of the United Nations General Assembly
reviewing progress since the Rio Earth Summit considered a wide range of suggestions
for action to better conserve and manage the World's forests. However, despite all this
effort, the inescapable conclusion is that forests continue to be degraded and lost at an
unprecedented rate.

I am convinced that more effective forest conservation and management can only
occur if there is a pro-active partnership of private industry, governments , environmental
NGO's and development institutions like the World Bank. Ultimately, however, it is the
support and actions of the private sector which will determine whether or not or not
sustainable forms of forest-based development will occur. In this regard, a number of my
staff have been working with a small group of forests sector leaders and NGO's to
develop a systematic framework for helping private sector innovation in this area - see
attached information on the Forest Market Transformation Initiative (FMTI).

I believe that the situation facing the World's forests has reached a critical
juncture. For my part, I am prepared to use the capacity of the World Bank Group to help
promote any practical steps that will bring about more effective conservation and
management of the World's forests. I am therefore convening a closed meeting of leading
forest sector industrialists, selected NGO leaders and development practitioners to
determine what measures we can collectively take to overcome the barriers to the wide-
scale adoption of sustainable management practices in the World's forests.

I would like to invite you to join me for this one-day day meeting which will be
held at the World Bank in Washington on [xxxxxxxx] 1997. I hope you will be able to
join me for this important event.

Yours Sincerely,

J.S. Wolfensohn

N:\envdr\ken\ceo-fmti.mk2



Forest Sector CEO List

John W. Creighton, Jr.
President and CEO
Weyerhaeuser Company
CH2C4
Tacoma, Washington 98477
USA
P. (253) 924-2345
F. (253) 924-7407

Alston D. Correll
President and CEO
Georgia Pacific Corporation
133 Peachtree Street
N.E. Atlanta, GA 30303
USA
P. (404) 652-4246
F. (404) 584-1449

Mr. Mohammed (Bob) Hasan
Chairman
APKINDO
Indonesian Wood Panel Association
Manggala Wanabhakti Building
(Forestry Centre)
Block IV, Wing A, 9th Floor
Senayan Jl. Jenderal , Gatot Subroto,
Jakarta 10270
INDONESIA
P. 62-21-383-011
F. 62-21-573-3017

Mr. Luiz Kaufmann
President and CEO
Aracruz Cellulose SA
Rua Louro MUller 16, 210, 220
22297-900
Rio de Janiero
BRAZIL
P. 55-21-545-8111
F. 55-21-295-7943



Dr. Lennart Ahlgren
President and CEO
Assidoman Kraft Products AB
St. Eriksgatan 117
105 22 Stockholm
SWEDEN
P. 46-8-728-0800
F. 46-8-728-0944

Mr. Paul Fowler
Chief Executive
Fletcher Challenge Forests
810 Grand South Road
Penrose, Auckland
NEW ZEALAND
P. 64-9-525-9000
F 64-525-9895

Mr. Minoru Makihara
President
Mitsubishi Corproation 6-3
Marunochi 2-Chrome
Chiyoda-Ku
Tokyo 100-86
JAPAN
P. 81-3-3210-2008
F. 81-3-3210-8184

Mr. James E. Quinn
Chief Executive Officer
Collins Pine Company
1618 S.W. First Avenue
Suite 300
Portland Oregon, 97201
USA
P 503-227-1219
F 503-227-5349



Mr. Lars-Ake Helgesson
President and CEO
STORA
Box 16100
S-10322
Stockholm
SWEDEN
P. 46-8-613-6600
F. 46-8-10-6020

Mr. Yaw Chee Ming
Chief Executive Offcier
Samling Strategic Corproation
Sdn. Bhd.
Wisma Samling
98000 Miri, Sarawak
MALAYSIA
P. 60-85-413-099
F. 60-85-418-941

Mr. Jukka Hamala
President and CEO
ENSO OY
P.O. Box 309
00161 Helsinki
FINDLAND
P. 358-2046-21404
F. 358-9-162-9471

Mr. Henning Dyremose
Dalholff Larsen and Horneman (DLH)
Vesterbrogade 1
DK-8800 Viborg
DENMARK
P. 45-86-60-13-33
F. 45-86-60-13-33



Mr. Igor Sankin
President
Russian Timber Producres Corproation
(Rossiyskie Lesopromshlenniki)
Telegrafnyi Pereulok, 1
Moscow 101934
RUSSIA
P 7-95-208-0101
F 7-95-208-0116

Mr. R.B. Findley
President and CEO
MacMillan Bloedel Limited [reserve not for initial distribution list]
925 West Georgia Street
Vancouver VC6 372
CANADA
P. (604) 661-8000
F (604) 661-8377



ATTACK ON WORLD BANK ENERGY PROJECTS

This is an ENV/IEN background note in response to Changing the Earth's Climate for Business,
a report released on 6/17 by the Institute for Policy Studies (IPS), and three affiliates. The report
is highly critical, albeit inaccurate, of the Bank's energy lending record.

The IPS report was targeted at the G-8 Summit in Denver and at UNGASS. Its main claim is
that G-7-based oil, gas and coal corporations reap large profits from World Bank energy
loans to developing countries since these corporations are awarded the majority of
procurement contracts for Bank-financed energy projects. IPS then concludes that the
Bank is, in effect, subsidizing climate change by supporting fossil-fuel-focused energy
corporations.

A few newspapers have written stories on this article. It is possible that you will be asked to
comment on this article at your press conference at UNGASS.

Response

• IPS claim: Bank-financed fossilfuel projects since 1993 (i.e., since the Earth Summit in
Rio) will emit over their lifetimes 9.8 billion tons of carbon (or 36 billion tons of carbon
dioxide), which is more than ALL current global emissions in a single year of 6.3 billion tons
of carbon (28 billion tons of carbon dioxide).

First, the lifetime emissions will be about 1.6, not 9.8, billion tons of carbon per year.
Second, the IPS report compares apples and oranges by comparing one year's global carbon

emissions to 20 years of emissions for power plants financed by the Bank. Annual emissions
from Bank-financed energy projects will represent about 1% of average annual global
emissions, equivalent to 2% of average annual emissions of Bank client countries as a group
during the next 20 years.

• IPS Claim: The Bank invests 100 times more in promoting climate change than averting it.

Fact: 'he Bank has provided $515 million of GEF grant financing for climate change
abatement projects (leveraged by an additional $740 million in IBRD/IDA financing and
another $700 million from other sources) over the last 5 years, for a total value of $2 billion
over five years, or $400 million per year. This compares to $9.4 billion worth of fossil fuel-
based projects since FY93, which is equivalent to $2.3 billion per year. Therefore, when
compared with the total annual financing for GEF climate change abatement projects,
Bank lending to fossil fuels is about 6 times more, not 100.

Fact: In addition, Bank projects without GEF components routinely finance improvements in
operational efficiency through sector reform and rehabilitation. Macro reforms aided by the

I



Bank in lending and non-lending operations help to reduce the energy intensity of national
economies as is occurring in the economies in transition.

• IPS Claim: The Bank's energy strategy undermines the Climate Convention.

Fact: The Climate Convention recognizes that developing countries need energy for

development. World Bank lending to energy is a response to the funding requests from its

client countries, who will develop their lowest cost energy resources with or without the
Bank's involvement. Bank involvement helps to reduce the overall environmental impact
through the introduction of cleaner, more efficient technologies through international

competitive bidding.

Fact: The Bank has placed emphasis on energy efficiency since the early 1980s particularly

through Technical Assistance, policy reform and other non-lending activities to advise clients

on the implementation of efficiency strategies. All Bank energy loans promote consistency
with the Climate Change Convention by improving energy efficiency on the supply and
demand sides. This has been increasingly true since the signing of the Climate Convention in
1992 and the issuance of two major energy policy papers in 1992.

• IPS Claim: Bank energy finance by-passes the rural poor.

Fact: Over the last 15 years, 120 targeted projects have directly benefited the rural poor

through rural electrification, renewable energy and fuelwood projects. The total investment in

these projects is $2 billion per year, with Bank loans averaging $350 million per year. In
addition, rural development projects use energy to deliver services, and other energy projects

benefit the poor through better performance of the energy companies, greater efficiency, and

better service. A new strategy to improve access for the poor has been set out in 1996 in

Rural Energy and Development: Improving Energy Supplies for Two Billion People, and the
Bank is fully committed to implementing it.

2
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Foreword

t has now been five years since most of the 1. Mainstreaming sustainable development,
countries of the world committed to the poli- Tightening environmental and social policies,
cies and programs for environmentally sus- improving their implementation, and going be-

tainable development laid out at the Rio Earth yond targeted programs to make traditional sec-
Summit in Agenda 21. Along with other interna- toral investments more environmentally friendly.
tional agencies, the World Bank has sought to be 2. Integrating social and cultural dimensions.
an active partner with its client countries in imple- Recognizing the value of social capital and in-
menting the priorities set at Rio. creasing the focus on participatory approaches

While the past five years have brought some to sustainable development, from consulting with
progress, it is not as much as we had expected- locally affected people to substantively involv-
and certainly less than we had hoped. Tropical ing them in implementation.
forest cover, wetlands, and other natural habitats 3. Investing in effective partnerships. Forging
collectively have declined by 3.5 percent. Global strategic alliances with client governments, other
carbon emissions have increased by 4 per- multilateral and bilateral donors, the private sec-
cent. One-and-a-half billion people still live with tor, and civil society to build and share develop-
dangerous air pollution, 1 billion people without ment knowledge and to enhance the design,
clean water, and 2 billion people without implementation, and measurement of progress in
adequate sanitation. During this period, the attaining sustainable development.
world's gross domestic product has increased by 4. Building and sharing knowledge. Tapping the
$2.4 trillion, but investment in sustainable devel- living laboratory of development activities to ac-
opment has not kept pace. Furthermore, what quire, organize, and disseminate knowledge
has been invested has not been used as cost-ef- about what works, where, and how.
fectively as it could have been. 5. Measuring progress differently. Developing

This volume documents the active role of the and adopting tools and methods to better mea-
Bank in assisting our clients to work toward the sure and value environmental change and its social
goals laid out at Rio. It is part of the stocktaking and economic costs and benefits, with a view to im-
under way at the World Bank as we seek to re- proving the empirical basis for decisionmaking.
view the past and plan for improved effective- 6. Mobilizing financial resources. Maintaining
ness in the future. ODA flows and ensuring that they are used cost-

Part One takes a broad perspective by assess- effectively, reducing debt, and harnessing private
ing some of the greatest challenges for the future capital flows for sustainable development by in-
and laying out six principles to guide our fluencing international and local businesses to
thinking. employ environmentally sound business practices.

vii
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Part Two addresses the majority of the chap- means to generate discussion in the international

ters of Agenda 21 in turn. It provides concise community on how we all can better achieve the

reviews of progress since Rio and related World global environmental objectives that we set for

Bank activities, lessons learned, and challenges ourselves in Rio.

and prospects for the future.

This study was conceived by Andrew Steer,

director of the Environment Department, and

executed under his leadership. It is presented by Ismail Serageldin
the World Bank not only as a part of our taking Vice President
stock and planning for the future but also as a Environmentally Sustainable Development
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CHAPTER 1

Challenges and Imperatives

Five years after the Rio Earth Summit is a follow and are pointing the way toward lasting
good time to take stock. This global mile- solutions. The World Bank is pleased to be play-
stone is the theme of the Special Session of ing a constructive role in supporting many of

the United Nations GeneralAssembly in June 1997 these innovations. However, we also recognize
and of a series of international gatherings. The that, with so much of the agenda for the twenty-
World Bank is actively participating in these meet- first century yet unfinished, we must regard these
ings, with the purpose of learning from others, successes as spurs to better performance rather
sharing ideas that we are developing at the Bank, than as sources of comfort that we are now
and building effective partnerships for the future. "doing things right."

Overall, progress in the past five years clearly In the past five years, the World Bank has re-
has not been what we had hoped. Investment in shaped its overall portfolio, providing sharply
sustainable development has been inadequate as increased support for human development,
has been the cost-effectiveness of some of the population, environment, and poverty reduction.
investments. The loss of forests, wetlands, and In these and other programs, the Bank has
natural habitats has not slowed to the extent we become the major financier of programs address-
had hoped; thirteen of the world's fifteen major ing the objectives laid out in Agenda 21. These
fisheries are still in decline; and targets under the programs are documented in Part II of this
Climate Change Convention for the year 2000 are report, and in the Bank's magazine, Environment
unlikely to be met. Most important, we have Matters (Autumn 1996 and Spring 1997). We rec-
made inadequate progress in improving the qual- ognize, however, that the contribution to date has
ity of life of the 3 billion people who still live on been inadequate. Every agency involved in pro-
less than $2 per day. Clean water and sanitation moting sustainable development needs to look
programs have expanded significantly, but only hard for ways to improve effectiveness. The
enough to keep up with population growth. Less World Bank is certainly no exception.
than one- quarter of the world's population con- The challenges facing the human race today
sumes three-quarters of its raw materials and are perhaps even greater than at the time of the
produces 70 percent of all solid waste. Rio Earth Summit. Boxes 1.1 to 1.5 provide simple

We have, of course, seen some remarkable updates of five of the challenges that we regard
examples of dedication, innovation, and success. as central. As we assess how the World Bank can
We estimate that of the 100 countries that have best assist countries in addressing these chal-
prepared national environmental strategies, lenges, we see a number of imperatives that need
about half are beginning to see progress on the to guide the way that we (and other agencies)
ground. Some countries are introducing changes do business if we are to reach our potential
that are becoming "best practices" for others to effectiveness.

3
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Box 1.1 Reducing poverty

• Today, 1.3 billion people still live on $1 per day. 3 billion live on less than $2 per day.
* 1.3 billion are without clean water. 2 billion are without sanitation. And 800 million are malnourished
* These numbers have stayed roughly constant in the five years since Rio. The proportion of the world's popu-

lation in poverty has fallen slightly, but the absolute number has stayed the same.
* We see a divergence of development paths, with a growing concentration of poverty in Africa. Average in-

comes in Africa are 1.4 percent lower than at the time of UNCED, while incomes in East Asia are up 9 percent.
* 130 million children are not enrolled in primary schools (103 million of these are girls). A child born in Africa

today is more likely to be malnourished than to attend primary school.
* With the right policies and international support, the number in acute poverty could fall by half over the next

quarter-century. And clean water could be made available to all.

Specifically, we need to give priority to: example, is now financing through the Interna-
tional Bank for Reconstruction and Development

1. Mainstreaming environmental sustainability (IBRD) and the International Development Asso-
into development activities ciation (IDA) environmental programs in 70 coun-

2. Integrating social and cultural dimensions in the tries and has committed nearly $12 billion in loans
development agenda for such programs, $8 billion of which has been

3. Investing in effective partnerships since Rio (figure 1.1). Such interventions-to re-
duce pollution, protect ecosystems, and build

4. Building and sharing knowledge more efficiently capacity for environmental management in de-

5. Measuring progress differently veloping countries-are vital and, for the most
part, quite effective. In addition, as one of three

6. Mobilizing and multiplying finance. implementing agencies of the Global Environment
Facility (GEF), the Bank has approved 70 projects

1. Mainstreaming Environmental in more than 50 countries totaling $670 million
Sustainability in Development Programs in GEF-grant financing since GEF's inception in

1991. Overall, for every dollar of Bank-GEF as-
A. Implementing the First Generation sistance, there is an associated dollar of IBRD or
of Environment Projects IDA resources, and two additional dollars of co-
In the five years since Rio, there have been nu- funding from others. These grants are designed
merous programs targeted to improved environ- to fund activities that will benefit the global envi-
mental management. The World Bank, for ronment in one or more ways: conserving

Figure 1. 1 Active environment portfolio, fiscal 1986-97
(active projects currently disbursing)
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Active Environment Portfolio $12 billion (174 projects in 70 countries)
Active World Bank Portfolio* $137 billion
Note: * Expected at end fiscal 1997. Targeted Environment Project = 9% of Total Active Portfolio
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Figure 1.2 Bank/GEF projects by focal area ing of development programs, for example. In the
(approved portfolio of 70 projects totalling $670 million five years since UNCED, the Bank will have madethrough February 1) I loans from IBRD/IDA of around $109 billion (fig-

$104 million ure 1.3). It is obviously vital that all these pro-
grams incorporate the principles of Rio fully.

Ozone depletion Mainstreaming sustainability is accomplished
in two ways. First, we must ensure no harm at

Climate change
$226 million the project level. The Bank's first-line approach

includes assessing and reducing potential adverse
environmental impacts of investments. The Bank
has a leading position among multilateral devel-

Biodiversity opment institutions in applying EA in the prepa-
$303 million ration and implementation of development

projects and has positively influenced the prac-

biodiversity, reducing emissions of greenhouse tices of governments and other agencies. The

gases, protecting international waterbodies, or Bank established its EA policy in 1989 and, since

phasing out chlorofluorocarbons and other ozone- 1992, has made considerable progress in EA in-

depleting substances (figure 1.2). GEF grants stitutional and operational aspects. EA is now
depetngsubtace (fgue .2. GE rns firmly rooted in the Bank's normal business ac-

genuinely help countries meet their obligations tivity redin the aves nroneta -
under the Climate Change and Biodiversity Con- tivity, reducing the adverse environmental im-
ventions; provide the economies in transition with Figure 1.3 World Bank lending since Rio:
resources to complete their phase out of ozone a green accounting, fiscal 1993-97
depleting substances and meet their obligations
to the Montreal Protocol; underwrite durable part- All other lending Environment
nerships between countries who share large wa- $56 billion, 52% projecs
ter bodies to manage them sustainably; and build $8 billion, 8%

capacity, especially at the country level, to iden-
tify and address global environment challenges.

B. Integrating Environmental Sustainability in All
Development Programs Win-win projects

$26 billion, 24%
However, as we focus on these targeted pro-

grams, it is equally vital that we ensure that all Projects with potentially
programs are transformed to reflect the most cur- sCter yAt
rent understanding of environmental and social $18 billion, 16%
sustainability. Consider the World Bank's financ- Note: All figures for fiscal 1997 are estimated.

Box 1.2 Doubling food production

• Today's population is 400 million higher than at the time of Rio and will grow at 800 million per decade for the
next three decades.

• Food production will need to double in the next 35 years.
• The last doubling (the green revolution) occurred in just 25 years. It was driven by irrigation, chemical inputs,

and high-yielding seeds and was 92 percent due to intensification.
• The next doubling will be less chemical- and irrigation-intensive and, without expanded agricultural research

and investment, will require greater expansion of agricultural area, threatening valuable natural habitats.
• While experts disagree on projections, all agree that the next doubling of food production will be much more

difficult than the last one.
• Declining attention to agricultural research and rural programs has positioned the world poorly for the

future.
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Box 1.3 Addressing energy: environmental linkages

• Poverty alleviation will require access to, and efficient use of, energy.
• Today's global energy policies, which promote the inefficient use of fossil fuels and energy, are environmen-

tally unsustainable, causing significant local (particulates), regional (acid deposition), and global (climate
change) environmental degradation.

• 2 billion people are without access to electricity. Most cook using traditional biomass fuels, which lead to a
high incidence of respiratory infections in children and chronic lung disease in women.

• Even today, 1.4 billion people are suffering dangerous outdoor air pollution. Assuming no changes in energy
policies, it is estimated that 20 million people per year will die from respiratory problems by 2020.

• Energy use in developing countries is projected to more than triple in the next 30 years-even under optimis-
tic assumptions of energy efficiency gains. By 2020, total energy use in developing countries will be double
that of OECD.

• Energy services can be provided with much less environmental degradation through significant increases in
energy efficiency, coupled with cleaner production. These changes will require national policies to "get the
prices right," internalization of all environmental externalities, mobilization of scarce capital, and a signifi-
cant increase in the rate of development and diffusion of new nonpolluting technologies.

• Shifting from current energy patterns (80 percent of all electricity is generated from fossil fuels).to climate-
friendly patterns (say, 25 percent electricity from fossil fuels by 2050) will cost 1-2.5 percent of global GDP.
The challenge is to (1) reduce this cost through carbon trading and other means, (2) build a consensus among
citizens that the cost is worth it, and (3) negotiate an international system for compliance.

pacts of Bank-financed projects and influencing Nonetheless, although project-level EA can be
their design and implementation. very effective, its single-project focus is inherently

Second, we must move upstream from project- limited. Application in a broader context-at sec-
specific concerns to an integration of the envi- toral and regional levels-moves EA from reac-
ronment in sector and national strategies. For tive to proactive and overcomes this limitation.
the Bank, this implies rigorous application of en- Sectoral EAs analyze environmental issues in re-
vironmental assessment (EA) and scrutiny of as- lation to policies, institutions, and development
sistance strategies in traditional sectors such as plans for sectorwide investment, rather than on

agriculture, energy, and infrastructure. It also a project-by-project basis, and therefore can sug-
implies viewing macroeconomic support through gest a broader array of options up-front to guide
the lens of sustainability, with a view to balanc- sectoral development. Sectoral and regional EA

ing economic, environmental, and social con- have been piloted by the Bank successfully, and

cerns. Good progress has been made in these this work will be expanded.

areas over the past five years, but much more Moreover, while mainstreaming sustainable

needs to be done. development in its entire portfolio is far from

Since June 1992, 107 approved projects, involv- complete, the Bank is taking other proactive ap-
ing commitments of close to $19 billion and total proaches to accomplish this goal. A major review
ingvcomitments fclose $9 billion an tl on energy-environmental issues is underway, and
investments exceeding $62 billion, have been re- a major new program for revitalizing Bank work
quired to undergo full EA, including public con- on rural development has been launched. We are
sultation, while another 416 operations, entailing also developing and applying so-called global
commitments of $36.6 billion and total invest- overlays, which involves re-examining sectoral
ments of over $90 billion, have been subject to policies and programs in the light of global envi-
environmental analysis, including, in both cases, ronmental concerns, such as biodiversity and
incorporation of measures to avoid, minimize, climate change, thereby adding a global environ-
mitigate, or compensate for possible adverse im- ment dimension to traditional sectoral planning.
pacts. Nearly half of the projects submitted to Over the past five years, as knowledge of sus-
full EA were in the power and energy sectors, tainable development has emerged, the Bank has
with another third in the agriculture and trans- adapted standard approaches and pursued new
port sectors, and roughly one-sixth in the water ways of doing business in the more traditional
supply, sanitation, and urban development sec- sectors of its lending: agriculture, infrastructure,
tors (figure 1.4). and energy.
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Figure 1.4 Category A projects since Rio, fiscal 1993-97 For land, recent emphasis
has included moving to cost-
effective types of soil and

$18 Billion moisture conservation, en-
Loans and/or credits, for tota- ojects couraging market-based land
costs of $62 billion, in the fol wing aras: reform, and shifting toward

o Adecentralized rural develop-
Category A projects by sector ment.

Energy and power For water, emphasis has
Transportation been on a more integrated

Agriculture mapproach to include both

owsgas =supply and demand manage-
ment, such as encouraging

Wter "u**'°"o decentralization and local
Urban development l management. In the face of

Environment >_ water scarcity and water pol-
lution that increasingly jeop-
ardize the lives of millions of

Tourism people in developing coun-
Finance tries, an international con-

Public sector management sensus has emerged on the
fundamental principles for

0 s 10 US$ billion Is 20 2S improving water manage-
ment. In support of the wide-
scale application of these

Agriculture and Rural Development principles, in 1996 the United Nations Develop-

A growing recognition of the environmental chal- ment Programme (UNDP) and the World Bank

lenges of both extensification and intensification invited other partners to join in establishing a

of agricultural production, and the nonmarket val- Global Water Partnership (GWP). The partner-

ueof gricultl p ton, and ther nnaurka a- ship would consolidate the existing UNDP-Worldues of forests, wetlands, and other natural habi- Bn ae rgasadbigtgte eBank water programs and bring together key
tats has had a major impact on the Bank's portfolio partners, not just from water supply and sanita-
in the rural sector. These resulted in a new focus tion but also from irrigation, the environment,
on improved land, water, and forest management. and related subsectors. The partnership aims to

Box 1.4 Conserving biodiversity and natural habitats

• As of today, only 1.7 million of an estimated 30 million species have been described.
• The loss of natural habitats (the principal reason for species loss) appears not to have slowed in the 1990s.

Forests and wetlands are probably still being lost at 0.5-1 percent per year.
• Estimates of species loss over the next 50 years range from 10-40 percent. Either way, there is a crisis.
• Infrastructure, agriculture, extractive industries, and urbanization drive species loss.
• Economic growth (world GDP is up $2.4 trillion since Rio) and population growth (up 400 million since Rio)

are resulting in a massive expansion of the human footprint on the world's ecosystems.
e In the next three decades, with world population rising by 800 million per decade, energy and transport

infrastructure of $500 billion per year (in developing countries alone), and agriculture output doubling, the
pressures on ecosystems will reach unprecedented levels.

• Addressing these challenges will require:
a. A revitalized rural strategy with agricultural research and intensification given the highest priority.
b. Ecological issues factored into all infrastructure planning.
c. Greatly strengthened conservation activities. Today 7 percent of the world's land is officially "protected,"

but this protection is in the form of "paper parks." Protected areas need to be expanded to 10 percent and
protected seriously.
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Box 1.5 Addressing social disruption and dislocation

• As globalization is pulling the world together economically, social and ethnic strains are rupturing social
structures and undermining development.

• The link between poverty and social disruption has become more pronounced; 15 of the 20 least developed
countries have been involved in violent conflicts. More than half of all low-income countries have experi-
enced major civil conflicts in the past 15 years.

• Over the past 10 years, 70 million people have become international refugees or suffered extended internal
displacement. In Africa, nearly half of the countries produced refugee flows.

• 100 million mines are still scattered throughout 65 countries; 100 million more mines are stockpiled and ready
for use.

• In many regions in the world, crime and violence are rising. Especially disturbing are the increases in vio-
lence against women and children. In Latin America alone, one estimate is that 6 million minors are victims
of severe maltreatment, and 80,000 die each year.

• Some transition economies have seen an escalating spiral of collapse of trust, violence, and economic debacle.
The de facto disappearance of government from many economic and social functions has forced millions of
people to rely on informal, hidden, and sometimes illegal activities to survive.

• Crime and violence hurt development by eroding human and social capital and by destroying physical infra-
structure. The effectiveness of development aid is undermined or nullified by violence.

• The agenda to combat crime and violence includes urban poverty alleviation; programs targeted at vulner-
able and at risk groups (women and children); building social capital for urban neighborhoods; improved
partnerships between government, civil society, and the private sector to prevent crime; and reform of the
criminal justice system.

• On the positive side, there is hope that political reform will help. Countries with good civil and political
liberties grow faster, and development projects there often perform better. Trust and civic cooperation, em-
bodied as a rich civil society, reduce violence and enhance economic performance.

achieve a dual objective: to support country-level Energy
activities adopting internationally endorsed prin- The Bank supports energy production, conserva-
ciples and to bring a global perspective to these tion, and consumption that are efficient, private-
activities. sector-oriented, and environmentally and socially

Infrastructure sustainable. It does this through dual means:

Bank activities to balance transport activities and improving demand and supply-side efficiency
environmental concerns have focused on two criti- and management through energy sector and price
cal issues: addressing transport-related pollution reforms; and encouraging clean technologies. The
and reducing urban congestion. The Bank's ap- five years since Rio have seen good progress on
proaches to urban environmental management energy pricing. We estimate that subsidies on
have changed significantly over time. A new trend energy, which promote wasteful use of energy and
focused on city-oriented, cross-sectoral, and serious pollution, have fallen by about half-al-
cross-media management solutions promises to though they still remain at about $100 billion. The
continue. It involves analyzing the relative mag- World Bank believes that these remaining subsi-
nitudes and impacts of the numerous pollution dies should be phased out, with the resources
problems arising from various sources in urban saved being used for development programs to
areas and setting priorities for action among them. address poverty. Promoting cleaner technology
The Bank's transport sector policy priorities are is also an objective of the Bank's energy programs.
addressed in the book, Sustainable Transport: Pri- Ts lan oItiiof the establishm s.

oritiesfor Policy Sector Reform. Te Clean Coal Initiative, the establishment of

Substantive changes are also underway in the the Solar Development Corporation, and the

management of industrial pollution, where the launching (through the Bank Group's Interna-

focus of Bank assistance is also shifting from pol- tional Finance Corporation) of private venture

lution control to pollution prevention and to pro- capital schemes in renewable energy (see Part

moting cleaner industrial technologies, spelled Two, chapter 23) are some of the current initia-

out in such documents as the publicly available tives to encourage environmental technologies. A
draft Pollution Prevention and Abatement Handbook. major review of the Bank's work on energy-
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environmental issues is underway, with a focus (CASs) for a number of key countries. The Bank
on energy efficiency, pollution prevention, and cli- is also expanding support for work in post-con-
mate change. The review, which will be com- flict situations, where social and institutional
pleted by mid-1997, will recommend actions in structures are severely weakened or destroyed.
each of these areas. And, to help build and disseminate knowledge

in this area, the Bank plans to devote the 1999
2. Integrating Social and Cultural World Development Report to this theme. Finally,
Dimensions in the Development Agenda we are building our own skills in this area and

A central thesis of UNCED was that social sus- will be seeking to work closely with others who

tainability is equally as important as-and often have more experience. This is just a beginning,
linked closely with-environmental sustainabil- and progress will be monitored carefully.
ity. Nevertheless, the implications of this truth 3. Investing in Effective Partnerships
are still rarely worked into public policy. While
pinpointing what constitutes "socially sustain- It is now obvious that most of the development
able" is still a matter of debate, consensus is challenges the world faces are not amenable to
emerging on key principles that underlie it. First, solutions from any single agency or group. One

development activities must do no harm socially of the strengths of Agenda 21 is its insistence on

or culturally, implying that social impacts must the role of all groups in society in promoting sus-
be evaluated through tools such as .ocial assess- tainable development. It is not merely that each

ment and mitigated. But well beyond this, every group has its individual role to play, but that act-

effort must be made to target and reach the poor- ing together the whole can be much more effective

est to ensure full consultation and adequate par- than the sum of its parts. At the Bank internaliz-

ticipation of all stakeholders. It is also critical to ing this message and implementing a new em-
phasis on effective partnerships is requiring a

support, and where necessary, restore and build different way of doing business and a major atti-
social capital: culture and values, relationships, tudinal shift.
and institutions. Designing development inter- To this end, the Bank is investing heavily in
ventions in a participatory manner and in a way partnerships with other multilateral financial
that recognizes and enhances the crucial role that institutions; United Nations agencies and bilat-
social and cultural capital play in the development eral donors; operational nongovernmental orga-
process requires knowledge and, often, an attitu- nizations (NGOs) with grassroots experience as
dinal shift. well as research or technical NGOs, such as the

The Bank is taking steps towards a genuine World Conservation Union (IUCN), the Earth
social policy embracing issues of social capital Council, and the World Wildlife Fund (WWF);
and civil society. However, recognizing that academic institutions; and private sector organi-
much more could be done, President James zations, such as the World Business Council for
Wolfensohn appointed a senior-level Task Force Sustainable Development. While these partner-
on Social Development to prepare a plan of ac- ships must be strengthened and deepened, they
tion to ensure that the social dimensions of de- already have an increasingly direct and profound
velopment are fully incorporated in Bank work. effect on Bank policy and strategic planning.
The task force concluded that, for the Bank to They are also positively influencing the design
ensure that its work is socially sustainable, it must quality and implementation of Bank-supported
deepen its understanding of the social factors that projects and programs. Partnerships with scien-
affect and underpin development, adopt a tific institutions and technically oriented NGOs
multidisciplinary perspective, and employ have enabled the Bank to tap into new networks
complementary social and economic approaches. of experts. Partnerships with bilateral donors,

At the project level, social assessment by pro- foundations, and the private sector are sparking
fessionals will gradually become the norm just innovation and leveraging greater support for
as environmental assessment has. At the national ambitious joint initiatives. And partnerships with
level, the Bank will explicitly address issues of grassroots NGOs, sometimes "twinned" with in-
social capital in its Country Assistance Strategies ternational NGO mentors to develop local capac-
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ity have extended the reach and the potential Similarly, bilateral donors play a particularly
impact of Bank projects. catalytic role in the Bank's work on the environ-

The Bank now commonly facilitates or brokers ment, including policy, analysis, and operations.
partnerships among client country governments In addition to cofinancing many environment
and other institutions and organizations better projects in client countries with the Bank, trust
placed than the Bank-and often the govern- funds provided by bilateral donors directly sup-
ments-to secure input from in-country stake- ported the Bank's work on the environment, in-
holder networks. These strategic partnerships cluding all aspects of the project cycle, economic
have high payoffs in improving the overall qual- and sector work, policy and best practice devel-

ity and level of Bank assistance to developing opment, technical assistance, and training.
countries for sustainable development. Close to Partnerships with the private sector take on a

50 percent of new Bank projects now involve op- variety of forms. A multistakeholder partnership
erational collaboration with NGOs to contribute which includes the private sector, the Forest Mar-

to environmental assessments, provide techni- ket Transformation Initiative (FMTI), involves the
cal assistance for project design and implemen- Bank and IFC, conservation NGOs, representa-
tation, and act as contractors or implementing tives of private sector forest-based industries, and
agencies. NGOs' involvement has demonstrably forest and business research groups. It uses stake-
enhanced the design, on-the-ground implemen- holder fora and other mechanisms to identify the
tation, and participation of local communities in incentive structures needed to catalyze private
Bank-supported projects. sector actions that will make forest production

The expanding collaboration between the systems more sustainable and compatible with
Bank and NGOs is not limited to operational biodiversity conservation. The collective hope of
work but includes substantive input into policy the FMTI is that this partnership can lead the
and analysis. For example, at the Bank's request, change toward a more environmentally sustain-
the IUCN is increasingly using its global network able forestry industry
of members and commissions to review Bank We believe there is still a huge untapped po-
policy and program initiatives. A number of Bank tential in working together in this kind of
environmental staff are members of IUCN com- tentia hor toether m tis kind of
missions and program advisory groups. Similarly, multistakeholder partnerships to bring about the
the World Resources Institute (WRI), in partner- kinds of transformations in corporate, consumer,
ship with UNDP, United Nations Environment and official behavior that will be required if de-
Programme (UNEP), and the Bank, publishes bi- velopment is to become sustainable. Good stew-
ennially the World Resources Report. ardship is missing in most markets because

Since 1993, the Bank has been working in corporate behavior, appropriate government
partnership with other multilateral financial in- policy, adequate stakeholder consultation, strong
stitutions (MFIs), such as the Inter-American De- NGO and scientific involvement ensuring inde-

velopment Bank (IDB), Asian Development Bank pendent certification of good practice, and ad-

(ADB), African Development Bank (AFDB), Car- equate financing are not there. The World Bank

ibbean Development Bank, European Bank for hopes to participate in other "market transfor-

Reconstruction and Development (EBRD), and mation initiatives"-renewable energy and ma-

European Investment Bank (EIB), on environmen- rine industries are potential examples-and in

tal aspects of operations. Twice per year, envi- promoting effective voluntary guidelines for cor-

ronmental staff from the MFIs meet to exchange porate, consumer, and official behavior.

experiences and increase consistency in treatment 4. Building and Sharing Knowledge
of environmental challenges. Areas of mutual More Efficiently
interest include environmental assessment, pol-
lution control and abatement, public participa- We all need to recognize that we are on the steep
tion and social assessment, and environmental slope of the learning curve when it comes to en-
approaches in operations involving privatization vironmental sustainabilty. The development path
and onlending to the private sector through com- laid out in Agenda 21 was different from previous
mercial banks. approaches, and with each year that passes we
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are all gaining experience as to what works and development and measurement of policy-relevant
what does not in making development sustain- indicators of local and global environmental prob-
able. Some of the best innovations around the lems. This work has built a critical link between
world are still experimental, and it is vital that environmental and economic issues. A new Bank
we learn from these so that good practices can be publication, Expanding the Measure of Wealth: In-
replicated and failures avoided. The World Bank's dicators of Environmentally Sustainable Development
project portfolio itself offers a remarkable "living (Environment Department, World Bank 1997),
laboratory" from which not only the Bank but
laothrstoy"ro, an learn t eeoni to, tut highlights sectoral indicators for land quality, up-others, too, can learn. But we recognize, too, that "genu-
many of the best innovations come from others, daed porfoh mcators onenu-
particularly, from locally-led development efforts. ine" saving (accounting for environmental

We are convinced that we and other agencies epletion and degradation), analysis of themes

are still not managing knowledge well. Too much such as poverty and the environment, and new

knowledge rests in "supply-driven" research re- policy indicators. A major innovation is the inclu-

ports and not enough in user-friendly systems sion of human capital formation in the measures

available on demand to practitioners around the of genuine saving.
world. Recognizing this gap, the Bank will be Policies and the Environment
investing heavily over the next three years in cre-
ating a knowledge management system for de- The relative success on the ground of various

velopment professionals. New information policy reforms in developing countries vis-A-vis

technologies will facilitate this task, so that after their effects on the environment is of great inter-
a period when the system will be available to our est. The most straightforward examples of poli-
own staff, we will make it directly available on- cies of environmental relevance are the so-called
line to all. We are seeking partners in this effort. win-win policies to eliminate subsidies that dam-
To help put knowledge management into place, age both the economy and the environment. A
we have recently organized our technical staff new Bank publication, Five Years after Rio: Inno-
into "networks" of professional practitioners. vations in Environmental Policy (Environment De-
They will be responsible for creating and main- partment 1997), surveys recent experience and
taining the skill and knowledge base within their assesses the relative performance of a variety of
area of responsibility. environmental policy interventions implemented

5. Measuring Progress Differently since Rio.

The existing empirical basis in support of sustain- Participatory Poverty Assessments

able development decisionmaking remains unac- The standard, objective measures of poverty-
ceptably very weak. Indicators of whether income, household expenditures, dietary calo-
environmental conditions are improving or ries-have given way to new measures that
worsening, as well as of the efficiency and effec- recognize that a large part of poverty depends
tiveness of policies and other management in- on the perceptions of the poor. To the poor, and
terventions, are essential inputs to better particularly to poor women, poverty means much
decisionmaking, yet are often lacking. The chal- more than low income. It implies lack of access
lenge is to develop better indicators to guide ac- to credit and services, and social as well as eco-
tion and to monitor progress. nomic isolation and vulnerability. Since Rio, the

Indicators of Environmental Change Bank has supported over seventy-two country

Working collaboratively over the past five years, poverty assessments. Increasingly, these have

the Bank and other international agencies, includ- been participatory poverty assessments (PPAs),
ing the International Monetary Fund (IMF), the which directly engage the poor to share their own

UN Statistical Office (UNSTAT), UNDP, UNEP, perceptions of poverty. These assessments should
and various national governments have made sig- become part of standard practice as the basis for
nificant conceptual and empirical progress in the programs targeted at poverty reduction.
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6. Mobilizing and Multiplying Financial major review of its own processes for implement-
Resources for Sustainable Development ing the GEF, and as a result, has adopted a num-

Agenda .21 made it clear that progress towards ber of important changes to streamline processes,

sustainable development would require addi- improve effectiveness, and mainstream global en-

tional investment and finance. As the largest in- vironmental concerns throughout the Bank's

ternational development finance agency, the portfolio.

World Bank has a special role to play in helping The good news on finance over the past five

to mobilize and channel financial resources in the years is found in the private sector. Since 1992,

service of sustainable development. There are net private sector flows to developing countries

three imperatives: the level of finance must be have tripled, and last year reached $230 billion,

raised, the pattern of finance must be redirected, five times the flow of official finance. This ex-

and the need for finance must be reduced. pansion of private finance has been a surprise,
but should not have been. Some developing

Raising the Level of Finance countries have simply become more attractive to

At the time of Rio, most discussions revolved investors. Investors respond positively to stable,
around the need for new development assistance. well-managed economies with a track record of

Almost all industrial countries recommitted them- low inflation and market-friendly policies. More

selves to raising their foreign assistance levels developing countries have followed better eco-

toward the target of 0.7 percent of GDP. Unfortu- nomic policies over the past five years, and this

nately, this has not materialized. On the contrary, is paying off. Unfortunately, these gains have not

in 1995, development assistance as a share of do- been achieved across the board. Three-quarters

nor country GNP fell to 0.27 percent, the lowest of all private flows went to only twelve develop-
level in 45 years. This downward trend urgently ing countries. Over the past three years, all of

needs to be reversed. Foreign assistance remains Sub-Saharan Africa (excluding South Africa) re-
vital for reducing poverty and protecting ecosys- ceived just 1 percent of total private capital flows.

tems, although this case has not always been made The World Bank is working hard with African

as effectively as it ought. governments-and other countries that have not

The International Development Association yet succeeded in attracting private flows-to help
(IDA) is the World Bank's concessional lending them create a more attractive business climate for

arm that provides interest-free loans to countries private investors.

too poor to afford the market rates charged by While international financial flows are essen-

the Bank's regular lending arm, IBRD. Key to tial for financing development, most of the re-

the Bank's future role in these countries will be quirements for investment must come from

the eleventh and twelfth replenishments of IDA, within developing countries themselves. Here,
which will cover the periods July 1996 to June too, there has been good news. The same poli-
1999 and July 1999 to June 2002, respectively. The cies that are attracting foreign finance are also

recent replenishment of IDA-11 was very chal- generating increased domestic savings, although
lenging. After extensive discussions, 30 donors the picture varies greatly across countries and

committed to contribute to IDA-11, which (when regions. In East Asia, gross savings rates have

factoring in reflows and World Bank contribu- risen to 38 percent of GDP, in comparison to

tions) could lend as much as $22 billion over the 20 percent in South Asia, 19 percent for Latin

3-year period. America, and only 16 percent for Sub-Saharan

This year will see the replenishment of the Africa.
Global Environment Facility, a $2 billion grant Removing pricing distortions can also have a
fund to address the global problems of climate powerful role on resource mobilization-and can
change, biodiversity loss, ozone depletion, and often improve the environment at the same time.
the degradation of international waters. It is vi- A dramatic example of this is the case of energy
tal that GEF be replenished at a generous level. subsidies. In the five years since Rio, we esti-
To ensure continued cost-effectiveness of its GEF mate that energy subsidies in developing and
programs, this year the World Bank undertook a transitioning economies have fallen from an as-
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tonishing $200 billion to about half this level. Smart private investors are already recognizing
Reducing subsidies frees up resources for invest- that high environmental standards are good for
ment and dramatically reduces pollution by en- business as well as for ecosystems. This has been
couraging greater energy efficiency. the major message of leading groups such as the

Changing the Pattern of Finance World Business Council for Sustainable Develop-

Not only must the level of finance be raised, but ment. But in some cases, lack of knowledge,

also it must be redirected to finance more envi- coupled with market imperfections, are imped-

ronmentally responsible investments. Private in- ing environmentally responsible investment. In

vestment, in particular, has huge potential for these cases, modest support from official sources

good or harm. Each year, the private sector in- can help reduce risk and help generate self-sus-

vests around $4 trillion worldwide. For the de- taining private investment. As examples, the

veloping world, this figure is around $1.5 trillion. World Bank Group (through the IFC), in conjunc-
Worldwide, private investment is six times as tion with the Global Environment Facility, is
much as government investment. launching private sector venture capital funds for

The primary way to ensure that private invest- investments in biodiversity and renewable en-

ment supports rather than undermines envi- ergy. By so doing, it is possible to generate $20

ronmental sustainability is through sound of environmental investments for each $1 of offi-

environmental policies in the host countries. cial funds.

Some encouraging progress is being made here. Leading private companies are also setting
The World Bank, for example, is assisting seventy themselves tough environmental standards to
developing countries in reforming their environ- guide their own investments. This move is partly
mental policies. In about fifty of these countries, in response to pressures from domestic share-
we are beginning to see real progress, although holders and public opinion and partly due to a
almost all countries still have a long way to go. recognition that long-term profitability is likely
The environmental policies that are emerging are to depend on sound environmental performance.
different from those traditionally followed in It is important that such voluntary standards be
today's industrial countries. The "new envi- extended to become the norm among private in-
ronmentalism" is more flexible, pro-business and vestors. The World Bank is working with a num-
cost-effective than earlier approaches (see box 1.6). ber of private groups to encourage this process.

At the international level, there are also op-
portunities for "greening" private investment. sing Finance More Effectively

Moving from the present to a more sustainable

Box 1.6 Principles of the "new development path will require additional re-

environmentalism" sources. But, it need not require as much as is
often projected. Many of the traditional invest-

A recent review of the seventy countries supported ments in the environment have been unnecessar
by the World Bank in their environmental reforms
found the emergence of a "new environmentalism" or excessive, due to the lack of concern for cost-
characterized by the following principles: effectiveness. Western nations have achieved sub-

1. Set priorities carefully. stantial improvements to their environments, but

2. Make every dollar count. at an unnecessarily high cost, as "command-and-
3. Harness win-win opportunities. control" regulations have required specific tech-
4. Use market instruments where feasible. nology-driven solutions. Today's developing
5. Economize on administrative and regulatory countries cannot afford the high costs incurred

capacity.
6. Work with the private sector, not against it. by the industrial countries. A growing number
7. Involve citizens thoroughly. of developing countries-as diverse as China, the
8. Invest in partnerships that work. Czech Republic, and Mexico-are basing their
9. Remember that management is more impor- policies and investment plans on careful cost-ef-

tant than technology.
10. Incorporate the environment from the start. fectiveness analysis. The World Bank has been

supporting many of these countries in this work.
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A key element in lowering the costs of environ- that it may cost industrial countries around $250
mental improvement is to allow the private sector- billion per year to reduce their own carbon emis-
corporations, households, farmers-to make the sions to the extent required. Suppose, however,
decision as to how to reduce environmental dam- that these industrial countries could purchase re-
age. This is the purpose of the so-called market- ductions in carbon emissions in other countries,
based instruments. There are many such where costs are much lower. The annual cost of
instruments, including effluent charges, deposit-re- achieving targets would then fall by about two-
fund schemes, performance bonds, and tradable thirds to about $80 billion. The savings of around
permits. The good news is that almost all of them $170 billion per year could then be shared among
are being tried out somewhere. The bad news is developing and industrial countries. The signa-
that they are not being tried in enough places. tories to the Climate Change Convention will be

Such approaches can lead to dramatic savings deciding on whether to allow such "trading" of
even at the global level. Consider the issue of carbon permits at an important meeting in Kyoto
climate change, for example. Experts calculate in December 1997.
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CHAPTER 2 (chapter 3 of Agenda 21)

Combating Poverty

Currently, more than 1.3 billion people in growth, rather than depressing productivity, ac-
the developing world still struggle to sur- tually engages more people in productive work,
vive on less than a dollar a day. In some and adds to total earnings. Over the last five

regions, per capita incomes are actually declin- years, the Bank has allocated $14 billion for eco-

ing, and crises in agricultural production and the nomic reform, $17 billion to increase agricultural
m pproductivity, $10 billion for education, $6 billionenvironment promise to put people at greater risk for urban development, and $5 billion for water

in the years to come. In Sub-SaharanAfrica, a child and sanitation.
born today is more likely to be malnourished than
to attend primary school, and the likelihood of • Increasing access to credit and land. As part of ef-
dying before the age of five is the same as enter- forts to help the poor gain access to key produc-

syingeory co the faoffiveisthe ofme tsencr- tive assets such as capital and land, the Bank hasing secondary school. In the face of these chal- supported institutions such as the Grameen Bank
lenges, chapter 3 of Agenda 21 states that "the and is a partner in the Consultative Group to
struggle against poverty is the shared responsi- Assist the Poorest (CGAP), which aims to in-
bility of all nations" and calls for policies that pro- crease microcredit for poor entrepreneurs. Ef-
mote "development, sustainable resource forts have been launched inAlbania, Niger, and
management and poverty eradication simulta- Tunisia, among others. The Bank has also pro-
neously." vided key technical assistance to countries pur-

suing market-assisted land reform. These
Progress since Rio include Brazil, Colombia, and South Africa.

The central objective of the World Bank is to help • Increasing the productivity of the poor. Investments

developing countries reduce poverty. In order to in basic education, agricultural extension, and
business are essential to improve productivity.

carry out its mission, the Bank has employed a In this regard, the Bank has devoted $17 billion
three-fold agenda focused on broad-based eco- over the past five years to promote productivity
nomic growth, development of human capital growth in agriculture. Increasingly, this assis-
among the poor, and establishment of social safety tance is being targeted directly to poor farmers.
nets for those who are most vulnerable.• Making markets work. In recent years, the Bank
Broad-based Growth has encouraged governments to lift unnecessary

and burdensome regulations and taxes on start-
Five areas are crucial for ensuring that the poor up firms. Infrastructure investments have also
are able to maximize the benefits from economic focused on smaller-scale projects, such as rural
growth: roads or urban bike paths, that more closely re-

• Providing the necessaryframework. In recent years, flect demand considerations.

the performance of low-income economies in • Helping to overcome discrimination. In order to
South Asia has shown that labor-intensive help people marginalized by discrimination

17
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reach their economic potential, the Bank has sup- $2 billion in safety net operations world-wide, from
ported efforts aimed at both women and indig- urbanAfrica to Mexico to the former Soviet Union.
enous populations. In the case of women, it is
supporting appropriate agriculture technology, Lessons Learned
the right to own land, and access to child care,
education, and employment (also see chapter Assessing the impact of Bank efforts to reduce
17). In the case of indigenous populations, poverty is necessarily complicated by external

greater emphasis is being placed on local par- factors, such as overall economic growth in a

ticipation and extension efforts that build on lo- country, price shocks, weather, and peace and

cal knowledge (also see chapter 19). security. The Bank continues, therefore, to make
efforts to refine its evaluation techniques. None-

Developing the Human Capital of the Poor theless, important lessons have been learned:

To develop the ability of the poor to work their • Cross-country and time-series analyses of new
way up from poverty themselves, the Bank has data have confirmed that economic growth is
dramatically increased its investments in human critical in the fight against poverty in all regions
capital development, such that 16 percent of Bank of the world.
lending is now dedicated to this purpose. Basic • Country-specific poverty assessments map
education is key in this regard, and there are three poverty using different sources of information,
areas crucial to the Bank's efforts to help poor chil- including data on nutrition and education. These
dren: assessments can contribute greatly to target pov-

• Early childhood development. Because good nu- erty reduction efforts and coordinate donor and

trition and education in the first few years of a government actions.

child's life can have a lasting positive effect, the • Improvements must be made in linking poverty
Bank has staked out new territory in recent years assessments, country assistance strategies, the
by supporting projects that integrate health, nu- resulting lending program, and dialogue with
trition and early childcare services. governments to establish more cohesive and

• Primary education. Although it has long been comprehensive strategies.

recognized that education is correlated with • Much more needs to be done to improve moni-
income, emphasis has often been placed on toring of projects to measure the impact of pov-
higher education to the detriment of primary erty efforts "on the ground."
education. This is particularly true, perhaps, in • Effective poverty reduction requires government
the developing world. To focus more on the truly commitment, strengthening of available capac-
poor, the Bank has increased its percentage of ity, and increased participation of beneficiaries.
education money going to primary education
from 34 to 45 percent in the last few years.

• Educating girls. Educating girls has a catalytic Challenges Ahead

effect on every dimension of development from Poverty remains a tremendous challenge that no
lowering fertility rates to raising productivity country has yet overcome. Future efforts must be
and improving environmental management. coordinated among donors, governments, nongov-
The Bank continues to reiterate this theme and ernmental organizations (NGOs), and local commu-
push for increased educational opportunities for nities. They will need to be better targeted, within
girls in regions where they experience discnimi- the capacity of local institutions to implement, and
nation. more participatory. To these ends, the Bank will in-

yNets crease its use of country-specific poverty assessments,
Safety Nemphasizing the participatory type, to improve its
Because most poverty reduction efforts are fo- understanding of the causes and dynamics of pov-
cused on the working population, some people erty, and to refine and tailor its strategy to different
will necessarily be left out unless specific efforts country situations. Furthermore, the Bank will moni-
are designed to meet their needs. These people tor more closely the way its country assistance strat-
include the sick, elderly, disabled, those in mar- egies incorporate poverty, and will continue to
ginal areas, and those suffering temporary set- mainstream participation and social assessment in
backs. The Bank now spends approximately project design and implementation.



CHAPTER 3 (chapter 5 of Agenda 21)

Linking Population
with Sustainable Development

T he relationship between population nutrition, and population projects. As a key com-
and sustainable development remains a piler of information on social and economic indi-
complex and highly debated issue. Nev- cators in developing countries, the Bank continues

ertheless, there is broad agreement that rapid to play a central role in mobilizing and dissemi-
increase in human population puts pressure on nating basic information about demographic
natural resources and the environment both trends. It has also worked to incorporate that in-
directly, through increased need for employment formation into sector work and policy dialogue
and livelihood, and indirectly, through increased on linkages between population and sustainable
demand for goods and services. In many rural development at the global, regional, and country
areas, growing populations demanding more levels. As a follow-up to Rio, the Bank's report,
food, employment, and livelihood have acceler- Population and Development: Implications for the
ated conversion of forests and other natural habi- World Bank, for the International Conference on
tats to agriculture and other uses. Landless poor Population and Development held in Cairo in
have streamed from rural areas into cities in search 1994 emphasized the importance of linking popu-
of employment, and the resulting rapid pace of lation policy to core Bank agendas in poverty re-
urbanization imposes huge environmental chal- duction and sustainable economic development.
lenges. While rural to urban migration eases the Population issues have also gained promi-
subsistence pressure for further encroachment on nence in the Bank's regional, country, and sec-
natural habitats, it increases the market pressure toral strategies. A recent regional example is the
for food, timber, and energy. In addition, urban- strategy for Sub-SaharanAfrica, articulated in the
ization brings with it a whole set of pollution- Bank paper, Toward Environmentally Sustainable
related concerns stemming from sanitation, Development in Sub-Saharan Africa: World Bank
industry, energy, and transport. Recognizing the Agenda (1996). As part of the effort to help its cli-
linkages between demographics and sustainability, ent countries formulate integrated national poli-
chapter 5 of Agenda 21 calls for increased analysis cies to take account of demographic trends, the
of demographic trends as well as broader dissemi- Bank is seeking to improve the use of demograph-
nation of information on what these trends may ics in its country assistance strategies, which are
portend. the compacts that guide the Bank's work with its

since Rio borrowers. Similarly, the Bank is exploring the
Progress simpact of population in its country-level eco-
Since Rio, the Bank has substantially increased nomic and sector work, such as the recent Popu-
assistance for population programs, and now lation Growth, Shifting Cultivation, and
commits over $2.3 billion per year for new health, Unsustainable Agricultural Development: A Case

19
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Study in Madagascar (1994). At the project level, increasing household incomes, decreasing child
the Bank routinely takes account of projected mortality, expanding educational and employ-
changes in the growth and distribution of popu- ment opportunities for women, and increasing
lation, especially in such critical areas as water, access to family planning to help individual
sanitation, and land use. women avoid unwanted births-are desirable in

their own right. Supporting them to avoid ad-
Lessons Learned verse longer-term environmental impacts repre-

One of the most important demographic lessons sents a win-win scenario.

to emerge since Rio, and one which has major Challenges Ahead
implications for the sustainability of economic
development, is that population momentum is an As the world continues to confront the conse-
increasingly important factor driving population quences of rapid population growth, the Bank will
growth in developing countries, particularly in continue to promote sustainable development by
large countries such as China, India, and Indone- meeting three important challenges:
sia, where substantial fertility declines have al- • Prevailing on policymakers to think and planfor the
ready occurred. Even with these declines, these longer run. First recognize the importance of
countries will still experience very large absolute timely actions to complete transitions to lower
increases in population. The reason is that while population growth rates and then develop strat-
the current generation of mothers is having many egies for coping with the very large increases in
fewer children than their mothers did, the num- population that are upon us. The next two de-

bers of new mothers have increased faster than cades offer a onetime window of opportunity for
fertility rates have declined. Furthermore, these effective action. Actions that fail to consider

fertlit raes avedecined Futhemor, tese longer-term consequences will likely have dev-
large absolute increases will occur over the next astating impacts.
two to three decades. The Bank has been work-
ing with its client countries to increase awareness • Continuing the progress that was made in Rio and

of the momentum factor and to help them plan subsequently in Cairo, Beijing, and elsewhere to put
o te m et e va humanface on population issues. While recogniz-

how to manage these very large increases effec- ing the importance of links between population
tively. and sustainable development, many NGOs, par-

Another important lesson is that the links be- ticularly those representing women's perspec-
tween demographics and sustainability are com- tives, called for responses that put individual
plex. It is intuitively clear that substantially larger reproductive rights and health needs first. They
numbers of people consuming much more than grounded their position on basic principles of

today and doing so in regions of the world which human dignity and evidence that this approach
has been more effective and less costly than top-are already experiencing great environmental down efforts driven only by macrodemographic

stress will have serious consequences. However, targets.
understanding the dynamics and measuring theadverse impact of these linkagesis a major • Mobilizing thefinancial and human resources neededlinkages major for this effort. The Bank will continue to play achallenge. Decisions have to be made despite un- major role at the policy level to address these
certainty and incomplete information. Fortu- issues, and will maintain its increased support
nately, many of the actions that will help to for investments to implement programs of effec-
encourage and maintain fertility declines- tive action in population and the environment.



CHAPTER 4 (chapter 6 of Agenda 21)

Protecting and Promoting Human Health

T he state of human health is closely linked • Policy analysis and research. The Bank's seminal
to development. Impaired health lowers publication on health, World Development Report
human productivity. At the same time, dis- 1993: Investing in Health, has helped both the

ease is often associated with poverty, manifested Bank and many countries reorder health policy
as illnesses caused by inadequate sanitation, mal- priorities. Other World Bank papers on key top-
nutrition, or the lack of medical treatment. The ics to improve the quality of Bank work include

poor take the brunt of the health impacts of air Better Health in Africa: Experience and Lessons

and water pollution, because the are the least Learned (1994); A New Agendafor Women's Health
and Nutrition (1994); and Evaluating Health

able to reduce their exposure. They are also more Projects: Lessons from the Literature (1996). The
vulnerable, because they are less healthy and less Bank also cosponsored the Ad Hoc Committee
nourished. In order to improve human health, on Research and Development report, Investing
chapter 6 of Agenda 21 calls for, among other goals, in Health Research and Development (1996), which
improvements in primary health care, particularly will contribute to a global agenda for research
in rural areas; better control of communicable dis- addressing issues related to communicable dis-
ease; protection of the most vulnerable; and re- eases, maternal conditions, microbial threats,
duction of the health risks from pollution. noncommunicable diseases, and health policy.

• Country-s pecific sector work and dialogue. Over the
Progress since Rio last five years, the Bank has undertaken coun-
The Bank's assistance in health has increased dra- try-based analytical studies in key areas such as

matically over the past five years. The average financing, health care delivery systems, and

annual number of projects has nearly doubled health training in Chile, China, India, Jordan,
Kyrgyz Republic, Malawi, Mexico, Poland, and

since the early 1990s. Lending commitments for Tunisia. These studies have served the dual
health, nutrition, and population have risen from purposes of educating Bank staff about health
$0.9 billion in fiscal year 1992 to $2.3 billion in issues and client country needs as well as stimu-
fiscal year 1996. The World Bank is now the single lating analysis, debate, and consensus-building
largest external financier of health activities in among national decisionmakers.
low- to middle-income countries. Health assis- * Training. The Bank is increasingly using train-
tance comprises 11 percent of total Bank lending, ing as a vehicle for dialogue on health policy,
twice what it was five years ago. health sector development, and sustainable fi-

Along with its lending activities, the Bank has nancing. A recent example was the regional
contributed significantly to national and interna- policy seminar attended by ten southern Afri-
tional debates on health policy through the fol- can countries held in South Africa in 1996. A
lowing nonlending channels: global course will be held in 1997 on health sec-
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tor reform and sustainable financing. This holders in building strong local ownership and
course will feature an intensive six-week train- commitment has become increasingly evident. A
ing program as well as locally adapted courses growing number of Bank projects include financ-
in six regional partner institutes. ing for NGOs and community support. For ex-

• Partnerships. The Bank continued as a sponsor ample, in India the Bank has supported the
of the Task Force for Child Survival and Safe participation of NGOs in the preparation and
Motherhood Initiative and participated in ma- implementation of the new Reproductive and
jor health conferences and scientific meetings. Child Health project, which has ensured incor-
In collaboration with the World Health Organi- poration of women's perspectives.
zation (WHO) and other international organiza-
tions, the Bank hosted the 1997 International Challenges Ahead
Conference on Innovations in Health Financing,
the first major conference to focus on the full To meet the key upcoming challenges to the health

range of international health financing mecha- sector, the Bank is taking a tripartite approach:
nisms. In its lending program, the Bank is work- • Focusing on poverty alleviation. The Bank will
ing in consortia with other donors to improve work with client countries to ensure access tocoordination and resource mobilization, as in work wuait clientuives tod nscuraie accssto
recent health projects in Bangladesh and Zim- high quality preventive and basic curative health
babwe. The Bank also has strengthened its staff services that address the needs of women, chil-

and created closer partnerships through dren, and the poor.
secondments of technical staff from the Centers • Enhancing resource mobilization and cost contain-
for Disease Control (CDC) and WHO. ment. The Bank will work with client countries

and the private sector on appropriate public and
Lessons Learned private roles in health. In middle-income coun-

While there have been dramatic improvements in tries, the focus will be primarily on preventing
health status globally, many countries have not pro- uncontrolled, escalating expenditures and un-

gressed as well as expected. More attention needs sustainable systems. In low-income countries,
to be given to ensuring access to cost-effective services, the focus will be on ensuring an adequate level

as well as focusing on efficient spending, quality in of public funding and on using scarce resources

service delivery, and increased civil participation. most effectively.
Bank analysis of the global disease burden and • Assisting in policyformulation and broad sector re-

the costs of alternative interventions, undertaken form. The challenge includes addressing prob-
over the last four years with WHO, has identified lems such as inefficient, centralized delivery
key interventions which are particularly cost-effec- systems, poor management, human resources
tive. These interventions include management imbalances, information failures, poor quality of
of sick children, immunization, prenatal and de- care, inequitable systems, and weak involvement
livery care, family planning, AIDS prevention, of communities and the private sector. To im-
treatment of sexually transmitted diseases (STDs), prove planning, implementation, and health out-
chemotherapy for tuberculosis, school health, and comes of projects, the Bank will be developing,
tobacco and alcohol abuse prevention. in collaboration with other donors and client

The importance of participatory approaches countries, better indicators to measure perfor-
that engage clients, beneficiaries, and other stake- mance of health programs.



CHAPTER 5 (chapter 7 of Agenda 21)

Promoting Sustainable Development
of Human Settlements

Urban consumption patterns in industri- commercial bank entry into financing housing

alized countries severely stress the glo- and land markets by developing projects that
bal ecosystem, while human settlement appropriately allocate financial, operating, and

conditions in the developing world remain very market risks between governments and private
poor, in part because of low levels of investment entities. To pool knowledge, share responsibili-
People without income often lack shelter, even in ties, and leverage finances for settlement projects
the wealthiest societies. To improve the state of around the world, the Bank has forged cooera-human settlements, chapter 7 of Agenda 21 calls tiv
for a series of reforms and reallocation of re- te arrangements withother donor agenciessuch
sources. These include providing adequate shel- as the United Nations Centre for Human Settle-
ter for all, improving management of human ments (UNCHS) (Habitat), the United Nations
settlements, providing integrated environmental High Commissioner for Refugees (UNHCR), the
infrastructure, supporting sustainable energy and United Nations Children's Fund (UNICEF), the
transport systems, and planning more effectively United States Agency for International Develop-
in disaster-prone areas. ment (USAID), and the European Union (EU) in

the design and implementation of settlement
Progress since Rio projects. Increasingly, the Bank has sought ac-

Housing and land issues formed the mainstay of tive stakeholder participation and support-from
theonad and's ies frbanror sad the both governmental and nongovernmental
the World Bank's early urban programs, and the entities (box 5.1).
demand for projects in this area is still strong. The Bank's project appraisal and development
Since Rio, however, the Bank has engaged in a processes have been adapted to lend in time and
strategic reconfiguration of its loan portfolio, de- more efficiently to reconstruction activities in re-
signing and evaluating settlement projects based gions of the world torn by wars or natural disas-
on their impact on the housing and urban land ters. The Bank is leading efforts in post-conflict
market as a whole, rather than focusing narrowly reconstruction in Bosnia (box 5.2) and in the West
on single project outcomes. Bank and Gaza. It has also responded rapidly to

The Bank has also sought to develop new ways the decimation of settlements by natural disas-
to access cost-effective, long-term financing for ters, with emphasis on settlements of the poor,
settlements and services, including the develop- who are particularly vulnerable. Emergency re-
ment of mortgage and/or municipal credit mar- construction activities, such as those sponsored
kets in those countries with relatively advanced after earthquakes in India and Turkey and after
financial markets. To this end, it is facilitating floods in Brazil, have focused on the short-term
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Box 5.1 The case of El Mesquital, * Recognize that infrastructure service delivery is
Bx5thcas an essential component of sustainable settlement
Guatemala projects

A community cooperative established in response • Use appropriate mechanisms to encourage in-
to a health crisis that took the lives of 160 children novative design and construction of settlements
in 1985 is taking the lead in identifying priorities as well as to allow competitive private sector
and helping develop this inadequately serviced sub- a ell.atoa
urban area of Guatemala City. Through the identifi- participation
cation of priority investments by the cooperative, the • Consider innovative ways of valuing projects
World Bank is lending to finance these targeted and evaluating impacts related to land improve-
needs. Land development by extending essential in- ments, for example, by using target rates of re-
frastructure services to all of El Mezquital is envi- turn based on land prices as feasibility indicators
sioned to meet the demands of the community, which
is paying for services and the purchase of developed for infrastructure projects.

land through the cooperative. By developing a tar-
geted lending project that relied on stakeholder in- Challenges Ahead
put to determine priority needs, the World Bank built
grassroots support for the project, improving its Despite the Bank's strategic refocusing of shelter
chances to succeed. and land projects, certain obstacles still need to

be overcome. They include:

need to repair shelter in the afflicted areas and • Mastering the division of roles and the alloca-
restore their essential infrastructure services. tion of responsibilities between the public and

In addition, a new Historic Cities initiative is the private sector
underway in which the Bank, the United Nations
Educational, Scientific, and Cultural Organisation • Designing targeted subsidy programs that fac-
(UNESCO), academic institutions, foundations, tozina toe imab t on financiyg wrrage meni
and other governmental and nongovernmental
entities are collaborating on the preservation and • Focusing on government's role in ensuring mac-
restoration of historic cities as culturally and eco- roeconomic stability that specifically affects long-
nomically viable entities. term finance issues in this sector.

Lessons Learned Box 5.2 The case of Bosnia and Herzegovina
Over the past five years, the Bank has learned

important lessons about how to improve settle- Herzegovina, in addition to the million displaced
ment projects and create a more favorable en~ people, about 50 percent of the housing stock was
abling environment. Experience has shown it is damaged and an additional 6 percent totally de-
important to: stroyed, with no maintenance over four years. The

housing reconstruction program aims to create con-
• Encourage governments to establish more effi- ditions to enable the return of refugees and the dis-

cient land and housing sector markets through placed and to rapidly expand the usable housing
appropriate policy reforms. Also, allow govern- stock for the entire population cost effectively. In
ments to focus their efforts on improving settle- addition, the program provides institution-building,
ments and services for the poor, while not management, and implementation support for de-
participating directly in the production and fi- signing appropriate housing policies. Although
nancing of shelter projects or delivery of shelter much has been achieved through the support for

services locally driven reconstruction by the World Bank,
nongovernmental organizations, and other multi-

• Rethink the orthodoxy of land tenuring and and bilateral agencies, the situation in Bosnia and
cadastering to create a broader array of prod- Herzegovina needs sustained support.
ucts for designing and evaluating land and shel- Among the lessons gleaned following a year of
ter development projects implementation has been the need to coordinate ac-

"e institutional capacities and arrange- tions among donors, streamline contracting proce-
Improvenstituioala p and arre~ dures for labor and materials, integrate infrastructure
ments to remove land and housing market im- rehabilitation in the process, and maintain realistic
perfections and increase service delivery expectations of outcomes.
efficiency



CHAPTER 6 (chapter 9 of Agenda 21)

Protecting the Atmosphere

tmospheric pollution is an enormous and environmental projects address the most important

growing concern throughout much of the problems and do so in a cost effective way.
world, causing widespread health prob- A prime area of focus is the effort to reduce

lems, particularly for the young and the elderly atmospheric pollution ozone depletion caused by
Atmospheric pollution has caused ozone deple- chlorofluorocarbons (CFCs). When countries
tion and threatens to bring about climate change around the world signed the Vienna Convention
with widespread repercussions. To reduce pol- for the Protection of the Ozone Layer and its as-
lution and protect the atmosphere, chapter 9 of sociated Montreal Protocol. They made a com-
Agenda 21 calls for greater investment in scien- mitment to phase out all CFCs by 2010 (1996 for
tific research, the promotion of sustainable devel- Organisation for Economic Co-operation and
opment, the prevention of ozone depletion, and Development nations). The World Bank has par-
agreements to handle transboundary pollution ticipated in a number of initiatives designed to
issues, among other measures. support its client countries as they attempt to

meet these obligations:
Progress since Rio • Montreal Protocol. Since 1991, as an implement-
As evidence increasingly suggests that the old "pol- ing agency for the Multilateral Fund for the
lution control" paradigm is no longer adequate, Montreal Protocol (MFMP), the Bank has ap-
the Bank has shifted its emphasis in recent years proved over 460 investment projects (about 40
to environmental management. Currently, the Bank percent of all MFMP investment projects) at about
has committed approximately $526 million to 55 $210 million (nearly 50 percent of MFMP invest-
atmospheric pollution projects in 32 countries ment project resources). These projects have re-
through the Global Environment Facility (GEF) and sulted in an annual phaseout of over 7,800 tons

Montreal Protocol (MP). Of these projects, 7 are of ozone-depleting substances (ODS) weighted for

through IFC for $29 million, and 1 is through the their ozone-depleting potential and will ultimately
Inter-American Development Bank (IDB) for $3 result in an annual phaseout of over 42,000 tons.

million. All the projects strengthen institutional • Global Environment Facility. Many countries with
capacity to monitor and enforce environmental transition economies are not eligible to receive
management and, where appropriate, establish a financing from the MP but are eligible under the
sound regulatory and planning framework. Solu- GEF. Through the Bank as an implementing
tions being applied with the Bank's assistance in- agency, the GEF is financing ODS phaseout in
volve privatization and public sector reform, six economies in transition, including Russia.
movement toward financial sustainability through The value of the approved projects is now over
user charges and management autonomy, and the $85 million. They will ultimately result in an
establishment of clear priorities to ensure that annual phaseout of over 18,000 tons of ODS.
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• ODS production phaseout. The Bank is support- among these win-win opportunities is the elimi-
ing a special initiative to help the Russian Fed- nation of subsidies which damage both the
eration phase out ODS production. Although economy and the environment. Preliminary re-
ODS consumption in Russia has fallen over re- sults from tracking the changes in fossil fuel sub-
cent years, this trend could be undermined by sidies in Eastern Europe show that total subsidy
the continuing availability of locally produced levels on coal, natural gas, and petroleum prod-
ODS. Illicit trade in Russian CFCs in Europe, ucts dropped from $14.4 billion in 1991 to $6 bil-
North America, and developing countries also lion in 1995,4.3 percent of the region's combined
undermines the world community's efforts to gross national product (GNP). Improvements
phase out all CFCs. The production phaseout is in energy efficiency also reduce GHG emissions
probably the most cost-effective large-scale ODS while aiding economic growth. Increasing evi-
phaseout in the world. In another special initia- dence shows that, more than any other factor,
tive, the Bank has been working with the Gov- changes in economic structure affect the future
ernment of China on a pilot to phase out over path of energy intensity and GHG emissions. A
35,000 tons of ODS annually in the halon sector, joint study by the Chinese Environmental Pro-
used primarily in fire protection systems. tection Agency, the State Planning Commission,

• Market-based instruments (MBIs). In 1996, the the UNDP, and the World Bank isolated the fac-

Bank undertook a study on market-based instru- tors that are responsible for reducing the energy

ments to support ODS phaseout. The study iden- intensity of the Chinese economy below the level

tifies potential applications for conventional that would be reached with static production

MBIs, such as taxes and tradable production technologies. Some 79 percent of the total ex-

permits, and recommends a national bidding pected decline in energy consumption per unit

system for MFMP grant distribution. A national of output is a consequence of changes in the

auction would reduce costs to the MFMP since structure of Chinese industrial production. Mac-

firms would have to compete for the Fund's re- roeconomic and other policies can therefore have

sources and would have incentives to minimize a larger impact on GHG emissions than any ex-

their conversion costs. plicit mitigation option at the project level.

• Hydrocarbon refrigeration. The Bank and the Gov- • Global Environment Facility. As a GEF implement-

ernments of Germany and Switzerland have ini- ing agency, the Bank emphasizes in its program-

tiated a study on the global hydrocarbon domestic ming emissions abatement opportunities that are

refrigeration market. The study's purpose is to cost effective from a long-term global environ-

evaluate the barriers faced by hydrocarbon tech- mental perspective. Renewable energy and en-

nologies, determine whether they enjoy a level ergy efficiency have been the major foci of

playing field relative to other alternatives, and investment activity. To date, the GEF Council

assess their comparative environmental benefits. has authorized $220 million in GEF cofinancing
of Bank renewable energy projects and $92 mil-

A second area of focus in the effort to reduce lioninenergyefficiencyinvestments (see figure6.1).
atmospheric pollution concerns the threat of glo- On average, each dollar of GEF financing has
bal climate change. To meet the objectives of the leveraged approximately four dollars in comple-
1992 United Nations Framework Convention on mentary private sector, World Bank, and other
Climate Change (FCCC), nations will be com- official capital flows.
pelled to improve energy efficiency and reduce Activities implemented jointly. Activities Imple-
reliance on fossil fuels. The Bank has taken the mented Jointly (AIJ) under the FCCC AIJ Pilot
lead in helping countries reduce emissions and Phase implies that countries contract with par-
enhance sinks of greenhouse gases through a ties in another country to reduce that country's
number of measures. GHG emissions. AIJ can be an important mecha-
• Mainstreaming climate change. Evidence is grow- nism for stimulating additional resource flows

ing that macroeconomic policy changes will for the global environmental good. With
strongly affect future greenhouse gas (GHG) Norway's cofinancing, the Bank has expanded
emissions and that, in many cases, it is in a its collaborativeAIJ Work Program to clarify how
country's best interest to pursue actions that also AIJ and other market mechanisms can promote
capture climate change benefits. Foremost the Bank's client countries' interests.
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Figure 6.1 Fossil fuel subsidy rates in five countries in Eastern Europe
(percent)
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Note: Liberalization in five Eastern European countries (Bulgaria, Former Republic of Czechoslovakia, Hungary, Poland, and Romania) has led to
dramatic decreases in implicit and explicit subsidies on fossil fuel. Total fossil fuel subsidies fell from $14.4 billion in 1990/91 to $6 billion in 1995,
a drop of 4.3 percent of GNP
Source Intemational Energy Agency, World Bank, and alculations by John Dixon and Kirk Hamilton, Environment Department, World Bank

Lessons Learned Challenges Ahead

Concerning national atmospheric pollution and The challenges in reducing atmospheric pollution
ozone layer protection, perhaps the principal les- lie in two principal domains. The severity of na-
son learned is the need to shift priorities in devel- tional and global pollution problems strengthensoping countries. From an earlier preoccupation the case for identifying and implementing win-
with setting standards and finding resources, en-
vironmental managers are increasingly recogniz- win policy reforms and investments. However,
ing the importance of cost effectiveness in it is not clear how much such efforts will accom-
formulating and applying solutions. Efficient re- plish by themselves.
source allocation and "bang for the buck" have Going beyond win-win will require a concen-
become post-Rio watchwords. trated commitment to mainstream pollution ex-

Regarding the protection of the global climate ternalities into development planning and
system, a different cost-effectiveness ethic pre- decisionmaking. Environmentally friendly al-vails. Here the preoccupation must be on the ef- ternatives should be evaluated early in the policy
ficiency of expenditures over the long term. tnaives sho le ald erymte poic
Viewed in these terms, and given the enormity and investment cycle, and new resources must
of the climate change problem, leveraging change be aggressively mobilized to support these alter-
takes on heightened importance. Influencing of- natives. This will also help identify the underly-
ficial development assistance and private sector ing synergies in addressing global, regional, and
resource flows must be a priority. local pollution problems.



CHAPTER 7 (chapter 10 of Agenda 21)

Managing Land Sustainably

P roper planning and effective management which include discussion of land policy issues, for
of land resources is necessary to protect the Albania, Belarus, Bulgaria, Cote d'Ivoire, Ethio-
environment and ensure our future ability pia, Hungary, Iran, Kenya, Mali, Mauritania, Ro-

to gain sustenance from our surroundings. With mania, Tanzania, Uganda, and Zimbabwe. As a
this in mind, chapter 10 of Agenda 21 calls for new result, most of the current projects in the Bank's
approaches to conserving and protecting limited agricultural and natural resources lending port-
resources such as soil, fresh water, and vegeta- folios have environmental objectives with land use
tion. Signatories agreed to link social and eco- components. Examples are:
nomic development with environmental
protection and, where possible, environmental en- • India Watershed Plains project. Through the intro-
hancement. To achieve this goal, the chapter lists duction of replicable soil conservation practices
anumc aement -reoachieveth lte atistt such as planting vetiver grass and refor-a number of management-related activities that estation, the project seeks to contribute to the re-nations and the development community should versal of ecological degradation in a variety ofimplement, recommendations in support of ef- agroecological zones covering 265,000 hectares

forts to improve data and information systems, in the rainfed and dryland areas in the states of
and a call for international and regional coordi- Gujarat, Orissa, and Rajasthan.
nation and cooperation.

• Mali Natural Resource Management project. The
Progress since Rio project will introduce a land use system designed

to reverse natural resource degradation in 150
Since Rio, the Bank has been a key partner in as- farm communities. The nature of resource en-
sisting client countries with the development of hancing investments are being defined by local
policies and methodology related to land use plan- committees and include such practices as stone
ning and land management. One important role contours, water harvesting, and improved for-
the Bank has played has been providing advice est and wildlife habitat management.
and helping arrange technical assistance for Na- China Loess Plateau project The project is aimed
tional Environmental Action Plans (NEAPs). The at increasing agricultural production and incomedevelopment and implementation of land use in nine tributary watersheds of the Yellow River,
policies, land tenure systems, and land use plan- while reducing soil losses with various conser-
ning processes are all recognized as key activities vation practices. These practices include terrac-
under the intensive environmental planning re- ing on slopes between 5 and 25 degrees,
quired by NEAPs. Moreover, to inform its coun- expanding forest cover from 14 percent to 28
try assistance strategies, the Bank has prepared percent of the land area, and constructing sedi-
Country Environment Strategy Papers (CESPs), ment control dams.

28
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The Bank has also been very active in support- Challenges Ahead
ing the development of Forestry Action Plans, The main challenges facing the Bank, its clients,
such as those for Ethiopia and Tanzania, which and partners in the upcoming years are:
employ an integrated approach to the manage-
ment of land resources. In addition, the Bank has • To put in place all the ingredients of sustainable land
supported several subregional initiatives, such as management. These include: improved technolo-
the Desertification Control Initiative in the Middle gies, land reform laws and regulations, and sup-
East and the Collaborative Research Initiative for portive institutional mechanisms at local and
Sustaining Rice-Wheat Cropping Systems in the national levels. It will also be necessary to show
Indo-Gangetic Plain, which address the issues of through pilot projects that, by taking a longer
conflicting land uses and suboptimal land man- view, farmers can increase production and in-
agement. crease their net returns by adopting environmen-

In countries with highly skewed land owner- tally friendly practices. Recently, the Bank
ship, redistributive land reform can have high helped launch an international consortium, the
equity and efficiency benefits. This is not a new Soil Fertility Initiative, to disseminate appropri-
insight, but land reform was discredited during ate technologies for organic and inorganic fer-
the 1980s under the weight of unduly high-cost, tilizer, erosion control, and water management,
government-administered land acquisition and as well as economic valuations of soil fertility
redistribution programs. At that time, no practi- benefits.
cable alternative was in sight. However, since To develop decentralized information systems on
Rio, the Bank has developed the concept of ne- •aodee deceT ed infomto se on
gotiated, or market-assisted, land reform and has land-related issues. These include use of reliable
provided technical assistance to countries inter- conditions of the land and availability of this
ested in piloting this approach, including Brazil, odition th lanandeavailbiy ths
Colombia, Guatemala, and South Africa. To- information to all stakeholders, including those
gether with the Food and Agriculture Organiza- at the grassroots. This will require innovative
tion of the United Nations (FAO) and the thinking and increased international and na-

International Fund forAgricultural Development tional coordination to develop (1) appropriate
(IFAD), the Bank is establishing a learning net- cation and training on how to use the informa-
work of interested partners. tion as well as on how to negotiate on a more

Lessons Learned equal basis with other classes of stakeholders,
such as commercial interests. Together the Bank,

Much has been learned since Rio about what kinds UNEP, UNDP, FAO, and the Consultative Group
of land use planning and resource management on International Agricultural Research (CGIAR)
work best. These lessons include: have launched a new program on land quality

indicators.
• Land resource use will be most efficient when • To merge urban and rural interests by recycling us-

all stakeholders are involved in the negotiation able organic wastesfrom urban communitiesfor ag-
and decisionmaking processes. ricultural purposes. This process includes use of

• Resource management must be pursued at the compost and municipal solid waste to improve
community level, using demand-based ap- soil health and productivity, wastewater reuse
proaches. In rural areas, individual farmers, both for irrigation, and sewage-fed aquaculture.

men and women, as well as farmers' organiza- There are some successful waste recycling pro-
tions, are crucial resources and must actively grams around the world, but for the following
participate in planning and decisionmaking. reasons the time is now right to make these prac-

tices universal: social behavior is changing from
• Land registration facilities can have high pay- "throw away" to "recycle," and conventional

offs in terms of increased on-farm investments methods of disposing of waste are becoming
and incomes, in circumstances where land dis- scarce, expensive, and/or socially and environ-
putes are common and land transitions are high- mentally unacceptable. Moving in this holistic
cost or high-risk. direction will have win-win benefits.



CHAPTER 8 (chapter 11 of Agenda 21)

Combating Deforestation

orests are immensely important to the NGOs and other interest groups in their
world's ecology, affecting the climate both implementation. Since 1992, the Bank has
locally and globally, sequestering carbon, invested in approximately sixty projects with a

preserving rainwater, supporting biodiversity, major impact on forests-a total of $3.1 billion in
and providing important renewable resources. lending and associated cofinancing loans or
Poor policies throughout the world, however, grants. In addition, since 1992, the Bank has
have caused widespread damage to forests or led processed disbursements of approximately $1.7
to deforestation. In recognition of the need to re- billion under the Global Environment Facility.
verse these trends, chapter 11 of Agenda 21 calls Much of this has been directed toward projects
on nations to strengthen the institutions in charge involving forest biodiversity in some significant
of conservation and management of forests and way. Although the assessment is subjective, most
improve the level of knowledge and skills neces- operatives in forestry within the Bank, in major
sary to carry out these tasks. NGOs, and in client governments believe that,

since Rio, the Bank has worked both more
Progress since Rio extensively and more successfully with other

interest groups in its forest-related programs.Forest policy represents a relatively new concern The Bank has participated in major interna-
for the World Bank. The Forest Sector: A World tionalforest-based initiatives, such as theBank Policy Paper was first printed in September Intergovernmental Panel on Forests and the1991. That paper reflected the concern over rapid World Commission on Forestry, both of which are
deforestation in the developing world, notably in due to present findings to the United Nations
tropical forest countries. It proposed a strategy Council on Sustainable Development later in
based on international cooperation (particularly, 1997.
transfers from richer countries to encourage biodi- In 1994, the Bank reviewed implementation
versity conservation and carbon sequestration in of its 1991 sector policy in its forestry portfolio.
forested areas), policy reform and institutional That review found that although significant
strengthening in the forestry sector, resource ex- progress had been made since 1991 in project
pansion, and protection of valuable intact forest design, the rate of deforestation has remained
areas. stubbornly high, at around 15 million hectares per

Since the Rio conference, the Bank has year. In many countries, forests remain seriously
continued to invest in forest protection and undervalued, and controversy over objectives
sustainability, giving stronger emphasis to major and practices continues to be a serious problem.
cross-cutting issues such as poverty alleviation The 1994 report recommended targeting poverty,
and participation in its interventions, and integrating conservation and production objec-
pursuing much more extensive partnerships with tives more successfully, stimulating appropriate
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private sector investment, and monitoring non- ing in sustainable options in forested countries,
forestry activities more closely for their impacts and on the demand side, by exercising strong
on forests. preference for forest products from sustainably

managed forests.
Lessons Learned

In the years since Rio, the Bank has learned some Challenges Ahead
important lessons about what is causing forests To contribute to achieving these changes, the Bank
to become degraded or destroyed, but less about will need to alter its approach to combating de-
what can be done to stop this process. forestation in various ways. These include:

Deforestation and the more hidden, but po-
tentially far more extensive, problem of forest • Interventions in the forests will be prioritized,
degradation occur because forests are underval- according to the scale of the environmental, so-
ued in terms of their outputs (wood and non- cial, and economic impact in each case.
wood) and their intrinsic value. • In high priority countries or regions, an attempt

Because of poor incentives, different interest will be made to develop a consensus on needed
groups are not properly discouraged from using reforms and investments by working with cli-
forests in an unsustainable manner. ent governments, other donors, and other inter-

est groups including the NGO community and
• Commercial interests take a short-term, exploit- the private sector.

ative approach often utilizing powerful politi- • After a strategy for change is agreed, the instru-
cal and economic influence to achieve their ends. ments available to the Bank-especially those

" Poor communities living in or near forests are related to major adjustment and country strat-
excluded from any meaningful share or role in egy implementation-will be reviewed for each

the sustainable use of the resource, and thus turn priority country and included in a program of

to deforestation and conversion to other forms intervention in the sector.

of land use as the only alternatives. • This strategy will be designed in close consulta-

• Government agencies and others responsible for tion with partners in government and other in-
foernment .ecis an others snior terest groups, so that a coordinated and effectiveforest land decisionmaking frequently sanction effort is mounted.
or promote deforestation and conversion op-
tions, where proper evaluation and analysis • When designing its own interventions, the Bank
would preclude them. will take greater account of other donor and in-

terest groups' ongoing or projected programs.
It is clear that efforts to preserve forests by de- The Bank will also develop new or expanded

nying people access to them will not work in the ways of working with partners in the forestry
regions where deforestation is occurring most sector. These include joint donor-private sector-
rapidly. Therefore, sustainable forest use, with NGO financing and implementation of major
adequate and well-planned zoning, is the best forests projects in selected countries, consulta-
hope of stemming forest and biodiversity loss in tive mechanisms aimed at production of joint
most of the remaining natural forest which is ac- strategies and program design, and support for
cessible for human use. But such a pattern of use certification and other market-oriented mecha-
will only emerge if: nisms for improving incentives for sustainability.

These contemplated changes will not be easy,
• Governments, donors, and other interest groups and the success of the new approach will rely

agree on reasonably detailed policy and institu- heavily on finding common cause with clients
tional reforms. and other partners. Even where agreement is pos-

• Governments then act to implement such sible, it may involve a prolonged consultative

changes, and donors act jointly to support these process, during which the Bank (and others) may
changes. have to postpone previously planned investments

until sufficient direction has been attained. The
• The international private sector mobilizes more effort to combat deforestation has been joined,

effectively, both on the supply side, by invest- but, clearly, much remains to be done.



CHAPTER 9 (chapter 12 of Agenda 21)

Managing Fragile Ecosystems:
Combating Desertification and Drought

rid and semiarid lands are among the anticipates being an active partner in its imple-
world's most inherently fragile ecosys- mentation by bringing an array of instruments
tems. Often, the same qualities that make to bear. By engaging in policy dialogue, provid-

these areas fragile also make them ecologically ing technical assistance and project financing, and
important, as their unique properties contribute assisting in project implementation, the Bank

to biodiversity in the regions themselves and to looks forward to working with member states in

global biodiversity collectively. As a result, hu- addressing the challenge of desertification in its

man encroachment on these fragile ecosystems, environmental, economic, and social dimensions.
manecoachmeunsustnbthse fagilaue eco s From 1990 to 1995, the Bank financed 108
especially unsustainable use, can cause dispropor- projects to improve natural resources manage-
tionate harm to the environment and, ultimately, ment in drylands areas. The Bank's contribution
to people as well. To protect drylands ecosystems totaled $6.8 billion and leveraged an additional
chapter 12 of Agenda 21 calls for improvements $13.4 billion. Within this portfolio, 34 projects
in the knowledge base, efforts to conserve soil and dealt primarily with land degradation. Bank fi-
promote forestation, and programs to fight pov- nancing for this portion totaled over $1.3 billion
erty and help drought-prone areas. and leveraged an addition $0.9 billion. At present,

57 Bank-financed projects directed towards de-
Progress since Rio sertification problems are under preparation.
Chapter 12 of Agenda 21 contains six program ar- Over the next three years, these project propos-
eas, each of which outlines measures at interna- als are expected to result in an additional Bank
tional, regional, national, and local levels to funding commitment of $2.3 billion and to lever-

prevent and reverse the degradation of drylands age an additional $2.7 billion.

resources.
At the international level, the most important Lessons Learned

action since Rio has been the conclusion of the Common characteristics of successful drylands
negotiations on the Convention to Combat projects are that they:
Desertification and subsequent ratification by 0 Focus on the positive synergies among poverty
state parties sufficient for it to enter into force on reduction, economic efficiency, and environmen-
December 6, 1996. The convention places heavy tal protection
emphasis on the involvement of nongovernmen-
tal organizations and the need for community- * Are developed with, not for, the beneficiaries
based, "bottom-up" approaches involving all * Are based on an integrated approach to natural
stakeholders in drylands planning and manage- resources and environmental planning and man-
ment. The World Bank supported the conven- agement, utilizing country-driven national en-
tion during its drafting and negotiation and vironmental action plans (NEAPs).
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An important lesson from earlier projects is quire creative valuation of the multifaceted ben-
that benefits cannot be adequately measured in efits of thriving drylands economies. Without this
terms of average outcomes. The focus has to be correct analysis being made widely available,
on probable outcomes and has to address the key governments and donors will invest elsewhere.

question faced by drylands peoples: What can • The interrelation between extensive "rainy sea-
be done in an abnormally dry year? Well-inten- son" pastoralism and concentrated "dry season"
tioned drylands management projects will fail if forage resources has to be much better under-
they do not address, or reinforce, coping mecha- stood so that government policies and regula-
nisms in dry years. tions can be based on full valuation of

An additional important lesson is that tradi- alternatives. In northern Nigeria and elsewhere,

tional knowledge, even more in drylands than else- by greatly improving crop yields in low-lying
depressions,fadania (gently sloping bottomland

where, is especially valuable. As rainfall declines, where water gathers) development has been
coefficients of variation increase. For drylands widely hailed as successful. These low-lying ar-
peoples, a dry year can be a matter of life or death, eas have played an important, perhaps critical,
first for livestock, and second for human beings. role in providing dry-season forage for livestock
Understanding traditional coping mechanisms that could be extensively grazed in "arid" areas
and bringing them to the fore in project prepara- during the rainy season. If the critical limit to
tion are vital for successful project design. extensive pastoralism is access to dry-season for-

age, fadama development has high opportunity
Challenges Ahead costs that should be taken into account in assess-

The 1996 ratification of the Convention to Com- ing options.

bat Desertification was a major accomplishment. • The question of who gains or loses must be ad-

Major future challenges are: dressed. Fadama development may be benefi-
cial in aggregate, but what if the beneficiaries

• The analytical justification for investment in dry- are relatively well-off sedentary crop farmers
lands management, rather than in health and edu- and the losers are relatively poor transhumant
cation, is to enable drylands peoples to become pastoralists? Compensation mechanisms will
more productive migrants. This justification has have to be devised if social, and perhaps politi-
to be more clearly established. Doing so will re- cal, problems are to be avoided.



CHAPTER 10 (chapters 14 and 32 of Agenda 21)

Linking Sustainable Agriculture
and Rural Development.

s population continues to increase, most hard to answer. Techniques such as conserva-
notably in developing countries, one of tion tillage, integrated plant nutrition, and inte-
the great political and technological chal- grated pest management are being promoted in

lenges facing the world is the need to increase food many Bank-financed projects and are being
production sustainably. Chapter 14 of Agenda 21 adopted more widely but not nearly fast enough.
proposes a number of program areas aimed at Progress has been made in several program-
meeting this challenge. It argues that the priority matic areas in many countries. Working with a
is to increase productivity of land and water al- variety of partners, the World Bank has made ma-
ready in use in order to avoid further encroach- jor changes in its approach to rural development:
ment on marginal land and natural, often forested,
habitat. Chapter 32 of Agenda 21 emphasizes the • In rural sector strategy and policy formulation,
need to (directly) engage farmers and strengthen the scope of analytical work has been broadened
their roles. from the agricultural sector to the wider rural

economy, with sector adjustment operations in-

Progress since Rio corporating win-win measures, such as removal
of subsidies on agrochemicals and land tenure

Globally, the best measure of the adequacy of food reform.
supply to meet demand is the trend in world grain As countries move beyond adjustment, time-
prices. Despite a sharp rise during 1994-1996, s cunties ove benddue tim
grain prices in 1997 are at almost the same levels slice funding of the public expenditure program,
as in 1992. This suggests that a large part of the or sector investment lending, becomes possible.
challenge has been met, in the short run at least. Earlier innovations in Morocco and Tunisia have
But: recently been carried further in Zambia, where

150 projects supported by 20 donors have been
• Has productivity increased? Although no single integrated into an overall sectoral expenditure

index is appropriate, a good indicator is the trend program. Similar exercises are coming to frui-
in world grain yields. These yields grew at an tion in Kenya and Pakistan.
annual rate of 2.1 percent during the 1980s but • In rural development, a "matching grant" ap-fell to less than 1 percent during the 1990s. proach to local and community-driven develop-

• Has encroachment declined? Again, no single ment was undertaken in northeast Brazil. This
indicator is appropriate, but it is very disturb- approach has turned around a large, poorly per-
ing that the rate of deforestation in the tropics, forming portfolio of area development projects
of which agricultural encroachment is the prin- and made it a flexible, participatory, and cost-
cipal cause, has not declined. effective poverty reduction program.

• Has sustainability improved? In view of the • In irrigation and drainage, the perennial opera-
acute measurement problems, this question is tions and maintenance problem can be reduced
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by transferring responsibilities for operations • Recognition is widespread in the Bank and, in-
and maintenance from centralized or regional creasingly, in client governments, other donors,
irrigation agencies to local users' associations. and civil society that public expenditure has to
This was first shown on a large scale in Mexico, be focused on public goods and that government
has been rapidly adopted in Turkey, and is be- need not deliver such goods itself (or through
ing widely disseminated through a worldwide parastatal organizations). During the 1980s,
Participatory Irrigation Network. much effort was put into parastatal reform in

• In natural resources management, a community- the misguided belief that parastatals could be

based approach to resource allocation, enforce- reformed. During the 1990s, the focus is on the

ment, and maintenance has proven successful more profound questions: What functions war-

in such diverse circumstances as Burkina Faso rant public funding? What is the best delivery

and southern Brazil. These experiences were mechanism among the many (nonpublic) op-

started prior to Rio, but the evidence of success tions?

has come later. • Public support of farmer organizations is justi-

• In rural finance, the emphasis has shifted from fied for three reasons: (1) it provides a public

providing agricultural credit to supporting the good that would not otherwise be provided;

development of rural financial services. This (2) it ensures better quality and more cost-effec-

change was pioneered by nongovernmental or- tive public (and private) rural services by a more

ganizations and predates Rio, although support demanding, contributing, and sophisticated cli-

for it has lately gained momentum, culminating entele; and (3) it contributes to sustainable de-

in the 1997 Microcredit Summit. The Bank has velopment because of the resulting increased

supported successful institutional innovation in capacity to manage and fund farmer organiza-

providing microfinance to the poor in circum- tions.

stances as diverse as Albania (village funds) and • There is now widespread recognition in the Bank
Benin (savings and loans associations). and elsewhere that participation matters. The

• In land policy and land reform, the Bank has led concept is not new but was often treated as a

the development of new market-assisted ap- promising idea that needed to be tested. Now,

proaches to redistributive land reform in South the evidence is in. Participation is at the core of

Africa and in Latin American countries includ- the progress recorded above in rural develop-

ing Brazil, Colombia, and Guatemala. Farm re- ment, irrigation, and drainage, and natural re-

structuring has also received much attention in sources management.

Central Asia and Eastern Europe.

In institutional development, the Bank sup- Challenges Ahead
ported three different but related approaches: Three principal challenges lie ahead:
(1) decentralization of government (for example,
in Brazil and Colombia), (2) empowering farm- • Complacency. The success to date of agriculture
ers (as in Burkina Faso and Mali), and (3) involv- in feeding the world has induced widespread
ing the private sector (for example, Chile, Estonia, complacency in governments, donors, and much
and Nicaragua). The Bank has focused more on public discourse. On the donor side, official de-
sustainable agriculture through support to farm- velopment assistance (ODA) for agriculture has
ers' organizations that aim to manage common declined by 50 percent over the last decade. In-

resources more sustainably, market produce and terest was reawakened during the 1994-1996

ensure input supply, and ensure security of ten- grain price spike but soon dissipated. Attack-

ure. Also, over the past five years more women ing complacency is a major challenge to meet-

farmers were positively affected by Bank-sup- ing the objectives set out in chapter 14 of Agenda

ported projects than before. 21. In most countries, significant poverty reduc-
tion still requires effective rural development.

Lessons Learned Therefore, the Bank has designated rural devel-
opment as one of its six thematic priorities and

Four lessons stand out because they cut across will shortly issue its action plan, Rural Develop-
the diverse domains in which progress has been ment: From Vision to Action, which the Bank will
recorded. seek to implement with its many partners.
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• Research and information. Obtaining increased tainable farming will require more labor, and
productivity of land and water already in use more skilled labor and management, than cur-
will require a substantial, sustained investment rent farming systems. When incomes rise rap-
in agricultural research. In many countries, par- idly, as in much of East Asia, the opportunity
ticularly in Africa, investment in research is de- cost of the extra skilled labor input required to
clining. Private investment in agricultural farm more sustainably will increase and could
research, which far exceeds public spending, has offset gains made from reduced input use or
probably increased over the last five years. This higher yields. Farmers could find less sustain-
is to be welcomed, but the limits of private re- able farming more profitable. In this event, fis-
search have to be recognized. Many aspects of cal measures and/or regulations would have to
sustainable farming systems will not generate be devised and enforced to promote sustainable
benefits that can be appropriated and thereby farming. OECD countries have put in place a
remunerate private research. Worldwide, invest- wide variety of such measures. Assessing when
ment in the Consultative Group on International such measures will be required in developing
Agricultural Research by its fifty-three public countries and finding workable solutions for put-
and private sector members declined in the early ting them in place will be a formidable challenge.
1990s. Although this decline has been reversed,
strong efforts will be required to retain the re- • Pluralism. It is easy to see how different types of

cent gains. farmers need different types of services, supplied

. Iby and paid for through different mechanisms.
• Information technology. A related challenge is to One major question will be the role of government:

increase investment in information technology facilitator, implementor, financier, controller, or a
to inform and empower rural people. It has enor~ combination thereof? Making the case for further
mous and often recognized potential, but there strengthening the role of farmers will require bet-
is still very limited investment in making it work ter justification on economic, technical, environ-
for the rural poor. mental, and political grounds. Therefore, better

• Incentives. Sustainable farming systems are more indicators and more participatory mechanisms to
information-intensive than input-intensive. Sus- use them need to be developed and employed.



CHAPTER 11 (chapter 15 of Agenda 21)

Conserving Biological Diversity

T he conservation and sustainable use of Bank Assistance Strategy for Implementing the Con-
biodiversity, and the fair and equitable vention on Biological Diversity, 1995) and presented
sharing of the benefits arising from its use, it to the Second Conference of the Parties to the

are fundamental to socioeconomic development CBD in Jakarta. Underlying the strategy is the
and poverty alleviation. While biodiversity is recognition that, while protected areas are impor-
being lost at an alarming rate, the welfare of the tant and necessary, they are not sufficient for
world's rural poor continues to be closely linked biodiversity conservation. The reason is that sig-
to biological resources, which often provide sub- nificant biodiversity is located in land- and
sistence in the form of food, supplies, medicines, water-scapes outside protected areas, and the
and shelter as well as employment and income opportunity cost to developing nations of not us-
from marketed biological products. In addition, ing these resources is prohibitive. This strategy
biodiversity loss may rob future generations of now guides the evolution of Bank support from
genetic varieties that could be very important in the traditional focus on targeted government-led
medicine or new technology. Chapter 15 of conservation efforts toward "mainstreaming"
Agenda 21 calls for the entry into force of the In- biodiversity concerns.
ternational Convention on Biological Diversity
(CBD), along with other measures to preserve Targeted Conservation Efforts
genetic resources and promote sustainable devel- Bank biodiversity lending has grown rapidly in
opment. recent years and totals $956 million for 101

projects or project components in 56 countries. Of
Progress since Rio the total commitment, $619 million represents
Many of the Bank's client countries have ratified borrowing by client countries through IBRD loans
the Convention on Biological Diversity. By do- or IDA credits, and another $337 million exists as
ing so, they have formally acknowledged the pri- grants to client governments from the Bank-ad-
ority they accord to conserving and sustainably ministered Global Environment Facility or the
using the world's biodiversity and protecting the Brazil Rain Forest Trust Fund. This investment
ecological processes that shape and sustain it. The has leveraged an additional $536 million from
Bank is committed to helping its developing coun- other donors and borrowing governments, bring-
try partners meet their CBD obligations. Follow- ing the total commitment since 1988 to $1.34 bil-
ing considerable consultation with external lion.
stakeholders and partners, in fiscal 1996 the Bank In addition to projects and project components
finalized its Biodiversity Assistance Strategy (see with specific biodiversity objectives (the biodi-
Mainstreaming Biodiversity in Development: A World versity portfolio), the Bank has supported many
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other environmental projects (the environment NGOs, and international institutions. To this end,
portfolio) that may also have positive, although the Bank has worked actively with Conservation
indirect, impacts upon biodiversity. Of these en- International, the World Conservation Union
vironmental projects, those aimed at improving (IUCN), the World Wildlife Fund, the World Re-
natural resources management ("green" projects) sources Institute, and many other national and
and those designed to strengthen environmental international NGOs to explore the possibilities for
institutions ("institutional" projects) may help support mechanisms to amplify the effectiveness
conserve biodiversity through improved natural of existing government-led conservation activi-
resources management and development of ap- ties through NGO and community-based actions.
propriate incentives and policies. With its partners, the Bank has also provided

support for biodiversity conservation by prepar-
Mainstreaming Biodiversity in Productive Sectors ing regional biodiversity strategies and priority-
As part of its commitment to incorporate biodi- setting exercises. For example, in collaboration
versity into all its lending, the Bank finalized its with World Wildlife Fund, the Bank undertook a
Operational Policy on Natural Habitats (OP 4.40). key priority-se tting exercise for terrestrial
This policy recognizes loss of natural habitat as ecoregions of Latin America and the Caribbean,
the main threat to biodiversity and commits that A Conservation Assessment of the Terrestrial
the Bank will not support projects involving the Ecoregions of Latin America and the Caribbean
significant conversion or degradation of critical (World Bank in association with World Wildlife
natural habitats. Wherever feasible, other natu- Fund, 1995). This book provides a regional over-
ral habitats are also avoided entirely by locating view of the conservation status and biological dis-
projects on lands already cleared or converted. tinctiveness of 191 ecoregions that comprise the
Where avoidance is not feasible and environmen- land-based natural habitats of Latin America and
tal assessment indicates that a project would sig- the Caribbean and demonstrates that high-prior-
nificantly convert or degrade natural habitats, the ity areas for biodiversity conservation are located
Bank requires that the project include acceptable throughout the region.
mitigation measures, such as the establishment Lessons Learned
and maintenance of an ecologically similar pro-
tected area. In 1995, the Bank undertook an in-depth review

A key element of the Bank's Biodiversity As- of its support for biodiversity conservation. The
sistance Strategy is development of biodiversity- main lessons which have emerged from this ex-
friendly sector policies and programs. For this perience are to:
purpose, in 1995 the Bank launched its Global * Engage and empower local communities, indig-
Overlays Program, which seeks to develop the enous peoples, NGOs, and other stakeholders
conceptual framework and toolkit for as partners in designing and implementing
mainstreaming global environmental objectives projects
in national environmental planning and Bank
operations. The initial focus of the Global Over- • Monitor and evaluate arrangements in projects
lays Program has been on mainstreaming biodi- against specific outcomes or processes and adoptversi onratioen n agricultural development, an action-learning approach with the flexibilityversity conservation in arcluldelomn. to take account of lessons learned during imple-
Toward this end, Mainstreaming Biodiversity in mentation
Agricultural Development: Towards Good Practice
was presented to the Third Conference of the • Identify institutional weaknesses or instabilities
Parties to the CBD in Buenos Aires in November that are frequently the source of problems.
1996 (published World Bank 1997). Nonetheless, also recognize that "problem

projects" can still achieve gains-often compli-
Partnerships cating measures to gauge success or failure in
The Bank's Biodiversity Assistance Strategy rec- biodiversity conservation
ognizes that successful conservation depends on • Be as precise as possible in estimating in advance
active partnerships among stakeholders-govern- the amount of time that planning for protected
ment, local communities, the private sector, area management will require.
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Challenges Ahead contexts. In the case of the rural poor, biological

• For the Bank to play an effective role in pursu- resources often provide the single most impor-
ing biodiversity conservation and sustainable tant source of economic and social well-being
use, it must go beyond traditional targeted lend- in the form of food supplies, medicine, shelter,
ing. The large scale of Bank investment in tradi- income, employment, and cultural integrity.
tional natural resource sectors, such as Successful biodiversity conservation also de-
agriculture, forestry, and fisheries, as well as in pends on sound policies and effective institu-
industry, energy and infrastructure-about $20 tional and social arrangements. Because policy
billion per year-underscores the importance of work and organizational structure usually fall
integrating biodiversity conservation with eco- outside the domain of traditional conservation,
nomic development. The Bank's initial focus has these are two areas on which the Bank must par-
been on mainstreaming biodiversity concerns in ticularly focus attention.
agriculture, with work being undertaken in all
the Bank's regions. New efforts will focus on • Recognizing that no one party has the franchise
forests and land degradation, among others. The on wisdom in the complex and challenging area
challenge remains to develop a toolkit for imple- of biodiversity, the Bank must forge partnerships
mentation of this new framework and to test the with local groups in areas where biodiversity is
approach in a few countries. threatened. Even more than in other areas of sus-

• Sustainable use and biodiversity conservation tainable development, successful efforts to pre-
also require addressing the social and economic serve biodiversity require strong consensus.



CHAPTER 12 (chapters 16, 31, and 35 of Agenda 21)

Integrating Science and Biotechnology
in Sustainable Development

S'cience and technology must play a central Progress since Rio
role in the movement toward sustainable Through IBRD, IDA, and the GEF, the Bank has
development. Scientific research will be assisted its client countries by facilitating interac-

crucial in increasing understanding about how tions among scientists, engineers, economists, and
human activity affects the environment, especially policymakers. It has also established partnerships
in such complex issues as climate change. New among these groups and civil society, environ-
technologies hold the promise of resolving many mental NGOs, and the private sector. Since Rio,
current problems if they are properly applied and the Bank has supported a variety of activities fo-
disseminated. Biotechnology, the science of chang- cused on the use and development of science and
ing the genetic code in plants, animals, and mi- technology in general, and biotechnology in par-
crobial systems to create useful products and ticular. These include:

technologies, is quickly emerging, with great po- • Knowledge assessment. In conjunction with the
tential but also with pitfalls. With proper man- U.S. National Research Council, the Bank has re-
agement, however, biotechnology can make cently developed a knowledge assessment
significant contributions to sustainable develop- process to help countries analyze their

ment in a variety of areas, including health, agri- capabilities to participate in the knowledge

culture, and pollution reduction, and the clean-up revolution.

of toxic chemicals. • Capacity building through technology centers and

Chapters 31 and 35 of Agenda 21 recognize the universities. The Bank has supported the devel-

critical role of scientists, science and technology opment of capacity to enable policymakers and
researchers to engage in science and technology.

in the development process. These chapters em- Specifically, the Bank has assisted a number of
phasize that countries need to access, generate, client countries to improve their scientific and
and utilize knowledge to achieve sustainable technical infrastructure through technology cen-
development, and that dialogue among the sci- ters and universities. Examples include a project
entific and technical communities and policymak- in China to support reforms in technology policy
ers is essential. In recognition of the importance and institutions to promote the development of

of biotechnology, chapter 16 of Agenda 21 sets out clean, productive technologies; a project in In-
mareas designed to establish enabling dia to support technology institutions and forty

program ars de edoestalis ealn public sector research establishments; and a
mechanisms for its development and use, espe- project in Africa to support university-level in-
cially within developing countries, and to foster stitutional capacity. The Bank has also supported
internationally agreed principles on the proper and published studies, such as Enabling the Safe
management of technology. Use of Biotechnology: Principles and Practice (1996),
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which increase public awareness and under- • Policy reform. The Bank has supported policy re-
standing of biotechnology policy issues. form relating to the use of biotechnology, includ-

• Institutional and human capacity building through ing biosafety regul ations, which c over

the Consultative Group on International Agricultural fied organisms, and intellectual property rights.
Research. The Bank has supported infrastruc-
ture development to help create an envi- • Germplasm conservation. Through the CGIAR, the

ronment conducive to promoting science, Bank has also been instrumental in supporting

technology, and biotechnology, particularly the collection and preservation of agricultural

through support to agricultural research. The accessions (germplasm), which are the founda-

Bank has worked closely with its partners in the tion of biotechnology projects in agriculture.

CGIAR, a South-North coalition supporting six- Similarly, the Bank is beginning to support

teen agricultural research centers dedicated to germplasm conservation with funding from the

promoting sustainable agriculture for food se- GEF.

curity in developing countries. Research will
focus on increasing productivity, protecting the Lessons Learned
environment, preserving biodiversity, improv- The field of biotechnology is relatively new, but
ing policies, and strengthening national research. Tefel otenlogois rete nebu

several important lessons have emerged concern-
• Institutional and human capacity building through ing biotechnology.

Economic Development Institute (EDI) training
courses: EDI conducts multi-year, interactive • Most biotechnology research is focused on what
learning programs for officials from developing industrialized countries perceive as needs and

countries to help them plan and manage their opportunities. Very little attention is paid to

national investments more productively. About developing countries. Because private compa-

4,500 policymakers participate in some 150 EDI nies are the major investors in biotechnology

program activities each year. research, developing countries must find ways
to attract and engage private enterprise in re-

• Partnerships. The Bank is promoting innovative search activities relevant to their national needs.
partnerships between national programs and
advanced research institutes, both public and • Intellectual property rights have a big impact on

private. It is also promoting the development high technology activities by private enterprise.

of a Global Agricultural Research System, which Very little high technology work occurs in coun-

will help bring biotechnology products from the tries with weak patent laws, where companies

advanced research institutes to the fields of poor are willing to transfer "old technologies" only.
farmers in different parts of the world (see The Developing countries need to strengthen their

Emergence of a Global Agricultural Research Sys- intellectual property laws.

tem, World Bank 1996). In addition, the Bank • Biotechnology requires substantial investments
has developed the Banana Improvement Project, in basic research, an extensive knowledge base
cosponsored by the Common Fund for Com- and sophisticated human capacity, and is a long-
modities and the FAO, which supports biotech- term endeavor. Partnerships between the indus-
nology research on important production trialized countries and developing countries are
constraints for developing countries. essential for the initial phase of biotechnology

• Global environment. The World Bank has been development in developing countries.

working closely with client countries utilizing
the concessionary funds of the Global Environ- Challenges Ahead
ment Facility to learn more about climate change,
biodiversity, stratospheric ozone depletion, and Major challenges lie ahead:
international waters. GEF funding has enabled • Knowledge management is only starting to make
the use of new technologies in many regions, its way through governments and donor agen-
such as solar water heating in Tunisia. It also cies. There is an urgent need to enhance knowl-
supports capacity building for scientists and edge access, creation, dissemination, and use so
technical experts and a limited number of tar- that national policymakers can base their deci-
geted research projects. sions on accurate data. The initial steps will re-
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quire performing knowledge assessments in biotechnology products from the industri-
most countries to assess their strengths and alized world will be important. Finding
weaknesses and will almost certainly require a innovative ways to involve the private sec-
significant strengthening of the scientific and tor in technology development relevant to
technical infrastructure in most developing the developing world (such as Costa Rica
countries. One particular challenge will be to
create incentives to stem the brain-drain and Merck) will be very important.
whereby many developing countries are losing b. Enacting national policies to address
some of their best and brightest to the industri- biosafety and intellectual property rights
alized world. issues.

In biotechnology, the enormous gap between c. Addressing the crucial ethical and moral is-
industrialized nations and the developing world sues involved in biotechnology. On the hu-is growing wider every day. The developing na-
tions realize this and are very interested in work- man health side, there are issues relating to
ing with the Bank and other donors on capacity the extent to which intervention should be
building, government policy, and private sector allowed (for example, genetic manipulation
involvement in biotechnology. Clearly, if the to correct/improve humans, diagnosis).
promise of biotechnology is to benefit the devel- Biotechnologists have the ability to go way
oping world, intervention by the international beyond "nature" and utilize genetic mate-
community is necessary, including partnerships rial from both kingdoms, plant, and animal!
with the major research laboratories. The Bank d. Enhancing public awareness and under-
has begun to support such efforts and is poised d Eaning public awarenesscan uner-
to do more. The promises of biotechnology are standing of how the application of biotech-
great, but the path to products which will be used nology can play a vital role in improving
by the Bank's clients will prove challenging. Is- the quality of life for people all over the
sues which must be addressed before the ben- world.
efits are realized include:

e. Ensuring that scientists have access to infor-
a. Building human and institutional capacity mation on new technologies and techniques.

to effectively engage the developing world Access to journals, web-sites, and other
in biotechnology. Initially, gaining access to modern telecommunications is essential.



CHAPTER 13 (chapter 17 of Agenda 21)

Protecting Oceans, Seas, and Coastal Areas

T he world's oceans and seas are linked to Awareness Creation and Capacity Building
many bodies of fresh water through coastal Strategic and analytical work by the Bank has in-
areas, and the two form an interdependent cluded the regional strategy, Africa: A Framework

ecosystem that spawns much of the world's ma- for Integrated Coastal Zone Management (ENVLW/
rine life. Chapter 17 of Agenda 21 sets forth a se- AFTES 1994, 1996); best practice in the form of
ries of program areas aimed at protecting the recently published Guidelinesfor Integrated Coastal
marine environment, promoting sustainable use Zone Management (1996); and periodic technical
of marine living resources, and strengthening in- updates to the Environmental Assessment Sour-

ternational cooperation. cebook (World Bank 1991) dealing with the coastal
zone. This work has promoted a greater appre-

Progress since Rio ciation-both within the Bank and among bor-
rower nations-of the complex issues confronting

In the past, Bank activities related to marine and development planners in coastal areas. Since
coastal management focused on discrete areas, 1994, the Bank has also helped train over 300 pro-
such as fisheries and aquaculture; water supply, fessionals inside and outside the Bank in ICZM
sewerage, and waste disposal; ports development; principles and implementation. Much of this
and coastal erosion protection. Since the Rio Earth training has focused on Africa in an effort to
Summit, however, the Bank and other develop- strengthen capacity in a region where ICZM was
ment practitioners are emphasizing an Integrated virtually unknown as an environmental manage-
Coastal Zone Management (ICZM) approach. In- ment tool prior to the Rio Conference.
voked in a number of international conventions, Investment Portfolio
most recently the 1995 Jakarta Mandate under the

Convntin o Bilogcal ivesit, IZM ro- This combination of awareness creation and ca-
Convention on Biological Diversity, ICZM pro- pacity building has led to growing investment by
vides a unifying framework for protecting and client countries in coastal and marine resources
managing the world's oceans and coastal areas management programs, with support from the
consistent with environmentally sustainable de- Bank and GEF. Although the number of dedicated
velopment. Since 1993, the Bank has promoted projects that the Bank is financing is still small,
the establishment of integrated coastal zone plan- the current portfolio includes some $320 million
ning and management in client countries through for projects and activities that directly contribute
(a) awareness creation and capacity building, (b) to the establishment of ICZM. These projects in-
investment, and (c) partnerships. These efforts clude strengthening institutions and developing
have paralleled support for marine environmen- technical skills; establishing environmental sys-
tal protection, including pollution control and tems to identify problems and target interven-
conservation of marine biodiversity. tions; reforming marine policy and improving

43



44 Advancing Sustainable Development: The World Bank and Agenda 21

regulatory frameworks; and introducing innova- Recommendations of the study are being imple-
tive, sustainable production technologies. In addi- mented with GEF assistance and the collabora-
tion, strategies are being explored for sustainable tion of UNDP and UNEP.
mariculture, ecotourism, marine bioprospecting,
and microenterprise. The Indonesia Coral Reef Lessons Learned
Rehabilitation and Management Project and the Bank experience from investment activities is still
Madagascar Second Environment Programme limited, but experience elsewhere suggests thatSupport Project are pilot efforts also receiving many ICZM initiatives have stalled at the plan-
support. ning stage. To be sustainable, initiatives in coastal

Through capital investments in water supply and marine resources management require a sup-and sanitation, improved port reception facilities porting context with a number of essential com-for ship-based waste and marine pollution abate- ponents. They are:
ment, and cleaner production technologies for
coastal industries, the Bank is also contributing • Integration in broader development planning-
to improving the quality of waters in the coastal at either the national or regional level
zone and protecting international waters farther • Institutional, legal, and financial support of gov-
out. Such investments include the Wider Carib- emment
bean Initiative for Ship-Generated Waste, the Sey-
chelles Biodiversity Conservation and Marine • Local financing schemes for cost recovery, which
Pollution Abatement Project, and the Lebanon may include the introduction of user fees, pub-
Solid Waste and Environmental Management lic/private investment,income-generatingenter-
Project. Other projects include the Wider Carib- prises, or trust funds
bean Initiative, Preparation for Adaptation to • Support of local communities
Climate Change, and a series of ecorestoration • Clear public understanding of the benefits of col-and biodiversity conservation projects in the is- lective action as well as the costs of inaction
land states of the Western Indian Ocean.

Partnerships • Partnerships with other institutions.

The Bank has forged partnerships with a number Challenges Ahead
of bilateral, nongovernmental, and private orga-
nizations, particularly in the areas of marine en- • A key challenge for the future will be to mean-
vironmental pr ote ction and strengthening ingfully integrate ICZM in broader development
cooperation. The Bank and the Swedish Interna- planning in nations with significant coastal and
tional Development Authority (SIDA), in marine resources, rapidly expanding urban
particular, have worked closely to strengthen re- populations, or coastal industry and maritime
gatina, apacia d coeaton itnmgng interests. In client countries, greater emphasisgional capacity and cooperation in managing needs to be placed on establishing the regula-
coastal and marine resources of the Western In- need toseilaedon ein tereguta

dianOcen. ointeffrtshav faclittedthe tory and institutional framework required todian Ocean. joint efforts have facilitated the mainstream coastal and marine resources man-
adoption of the Arusha Resolution, a regional agement in national development plans, public
resolution on coastal zone management adopted sector budgets, and enforcement operations. The
in 1993 by the nations of Eastern Africa and the IDA-related challenge is for integrated river
Island States. basin planning to be tied to downstream coastal

The Bank has been a partner in the Interna- planning in countries which contribute signifi-
tional Coral Reef Initiative since its inception in cant pollution to transnational drainage basins.
1995. It is also involved in a partnership with the • There is also a clear need for robust indicatorsGreat Barrier Reef Marine Park Authority and the to accurately assess the progress of ICZM andIUCN to establish and improve the management other programs. The first systematic evaluation
of marine protected areas in priority high biodi- of ICZM experience in the Mediterranean is be-
versity and ecology sites. The results of this pri- ing completed with the support and supervision
ority-setting exercise were published by the Bank of the Bank. The results should guide the next
in a four-volume report, A Global Representative round of investments and contribute to a stan-
System of Marine Protected Areas (ENVLW 1995). dard evaluation methodology.



CHAPTER 14 (chapter 18 of Agenda 21)

Protecting the Quality and Supply
of Freshwater Resources

G ood quality freshwater is essential for life. The Bank has also sought to change the way
Yet, in many regions, this resource is be- that it approaches water projects. Its operations
coming more and more scarce, and in are focusing on the cross-sectoral management

many cases, its quality has deteriorated. To stave of water resources, such that competing economic
off worsening freshwater shortages and pollution, interests are better accounted for in water use
chapter 18 of Agenda 21 proposes a number of pro- decisions. The Bank has also sought to promote
gram areas aimed at preserving drinking water, the translation of internationally endorsed man-
protecting aquatic ecosystems, ensuring that wa- agement principles into practice. In these activi-
ter is available for agricultural purposes, and in- ties, four complementary shifts in aquatic
creasing understanding of the effect of climate resource management activities at the basin, na-
change on water resources. tional, and regional levels are being pursued.

Progress since Rio Moving from a Segmented
to a Comprehensive Framework

The Bank is working to protect the quality and An integrated framework is replacing use-based
supply of freshwater in a number of ways. To management of water resources. Within the Bank,
establish an international consensus, the Bank was regional water resources management strategies
instrumental in developing agreement on prin- have been completed for Sub-Saharan Africa,
ciples for sound water resources management at Asia, and Middle East and North Africa (MENA).
the 1992 Dublin International Conference and the In Sub-Saharan Africa, for example, the Bank is
1992 Earth Summit. These principles have been engaged in major subregional initiatives, includ-
articulated in the Bank's Water Resources Manage- ing the Southern Africa, Nile Basin, and Volta
ment Policy Paper (1993), and the Guide to the For- Basin Water Resources Management Initiatives.
mulation of Water Resources Strategies (1994). In cooperation with the GEF, European Union,

The Bank has also worked on promoting stra- and other partners, the Bank has given priority
tegic partnerships. For example, it was a key to developing and implementing regional- and
player in conceptualizing, developing, and toidevelog a plemt regaad
launching the Global Water Partnership (GWP) basin-level programs that promote integrated
in August 1995. The GWP will assist countries strategies for water management. The Bank con-
and regions to address water needs holistically tinues to participate in Environment Programs for

and to improve the effectiveness of assistance the Aral, Baltic and Black Seas, Danube River Ba-

available from the international community. The sin, Mediterranean Sea, and Red Sea and Gulf of
Bank also assisted in launching the World Water Aden; and in cooperation with UNEP and UNDP,
Council, which will complement the GWP's ac- to work on Lake Victoria and the Caspian Sea.
tivities. The Bank's freshwater work includes integrated
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river basin and lake management such as the Asia erage in its client countries (see box 14.1). For
Water Initiative and activities in eastern, south- example, in Argentina, the Bank was involved in
ern and western Africa and the Caribbean. the preparation and implementation of the
Movingfrom an Incremental to a Strategic Buenos Aires water and sewerage concession
Approach which laid the groundwork for privatization. IFC
The Bank's regional environmental programs and subsequently invested in Aguas Argentinas S.A.,
regional and national water resources strategies the largest water concession in the world and the
for river basins and lakes all contribute to a shift first major concession in the developing world.
from a piecemeal to a strategic investment Similarly, in Guinea, the Bank was instrumental
approach. All identify a diversity of complemen- in the development and implementation of a lease
tary actions-policy, regulatory, management, arrangement for water supply in the capital,
investment and institutional-which permit en- Conakry, and other major cities. Under a lease, a
vironmentally sound management of available private sector company is responsible for opera-
resources. In 1996 the Bank's Middle East and tions and maintenance, while the government re-
North Africa Region conducted regional and tains responsibility for investments. Bank
national evaluations of water resources manage- involvement in transitional economies, includingment to identify priorities for policy changes, Albania, Bulgaria, Hungary, and Poland, has beeninstitutional strengthening, and investments.
These investments have been complemented in primarily on utility reform.
many cases by measures supported by the Medi- In addition, the Bank is pursuing the use of
terranean Environment TechnicalAssistance Pro- guarantees to promote private sector involve-
gram (METAP) and GEF activities in the Black, ment in water and sanitation. Examples include
Mediterranean, and Red Seas. Argentina, where the Bank is looking to develop

a guarantee framework to support the privatiza-
Promoting Private Sector Participation tion of water supply at the provincial level, and
in Water Supply Chile, where a Bank guarantee is being developed
The Bank has been actively involved in promot- to back a wastewater Build-Operate and Transfer
ing private sector involvement in water and sew- project.

Box 14.1 Brazil and water strategy

The Government of Brazil (GOB) and the Bank are provision of potable, reliable, and healthy water sup-
working together on a strategy to address the scarcity, plies to the rural population; to increase the supply of
cyclical unreliability, and poor quality of water supplies quality water to the urban poor; and to provide collec-
used for human consumption, irrigation of food crops, tion and treatment of sanitary wastes in metropolitan
and industrial production. Over the last four years, the areas. Specific efforts involve (1) the development of
foundation of the joint strategy has been to formulate integrated watershed management planning for the
market-based, rational, legal, and institutional frame- basin of the Rio Sio Francisco, (2) resolution of quality
works for the sustainable management of water re- management problems of the Paraiba do Sul River, (3)
sources at both the federal and state levels. Targeted development of a program for private/public coopera-
regions include the drought-stricken Northeast (at the tion in irrigation to enhance job opportunities for the
basin level) and both the South and Northwest (at the rural poor, and (4) an effort to eliminate the suscepti-
microbasin level). Progress is evident in the adoption bility of the poor to annual and cyclical drought and
of sound water laws by the federal government and by the impact of water-borne disease vectors.
the States of Sao Paulo, Ceara, Bahia, and Rio Grande In 1996, IFC invested in the first privatization of
do Norte. Other key indicators of progress include (1) wastewater and sewer services in Brazil. Aguas de
recognition that the use of water has an economic value, Limeira (AdL), a 50-50 consortium between a major Bra-
(2) identification of environmental requirements for sus- zilian construction company, CBPO, and Lyonnaise des
tainable riparian ecology, paramount for use of the re- Eaux of France. AdL will provide approximately $124
source, (3) realization that the costs of providing water million of new investment during the 25-year conces-
must be recovered in a sustainable manner, and (4) plan- sion. AdL's investment will reduce the waste load into
ning for water development on a watershed basis with the region's principal urban stream by more than 90
active participation of the users and the public. percent over the next five years. It will also increase

As a follow up, the GOB and the Bank are imple- access to safe drinking water and will link more homes
menting the next step in the strategy to maximize the to the municipal sewer system.
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Increasing Beneficiary Participation in Irrigation opportunities to integrate local staff in the strat-

In irrigation the Bank has progressively applied egy preparation process and build local capacity.

the 1993 Water Resource Policy, including devel-
opment of a comprehensive analytical framework Challenges Ahead
for management, economic incentives for im- Current trends show that several regions, most
proved efficiency, decentralization of service pro- notably the Middle East and North Africa, and
vision, increased user participation, and adoption an increasingly large number of countries in all
of new irrigation technologies for water conser- parts of the world are approaching a "water cri-
vation. Creating water users' associations and sis." Already, an estimated 1 billion people have
turning over management of irrigation systems no access to safe drinking water and 1.7 billion
to them, as in India, Mexico, and Turkey, has be- are without access to adequate sanitation. In the
come increasingly common. future, availability of water rather than land will

be the main constraint to agricultural production
Lessons Learned in many areas. In many countries, water prob-

The Bank's pursuit of newer approaches to water lems stem not from a shortage of water per se,

management has generated a number of lessons. but from the inefficient use of water (often exac-
erbated by subsidies), degradation of available

• A major difficulty has been coordinating the water from pollution, degradation of watersheds
cross-sectoral inputs both within and outside the from poor land use, and unsustainable use of
Bank, in part because of traditional sectoral groundwater resources. In the face of these chal-
boundaries. Within the Bank, a thematic team lenges, skilled water management will be crucial
on water is helping break down sectoral barri- to the overall effort to achieve sustainable devel-
ers. At national levels, Inter-Ministerial Steer- opment.
ing Committees (IMSC) help coordinate water The Bank and other organizations have sup-
resources management efforts. ported pilot activities to demonstrate and test

• Water resources agencies are ill equipped to innovative solutions to freshwater, coastal, and
manage water resources comprehensively. How- marine resources management. The challenge for
ever, regional and national water resources man- the future will be to move from piloting to ap-
agement strategy development has provided plying these approaches more broadly.



CHAPTER 15 (chapters 19 and 20 of Agenda 21)

Managing Toxic Chemicals
and Hazardous Wastes

Ithough use of chemicals and the produc- the Bank is strengthening the capabilities of regu-
tion of potentially dangerous waste prod- latory authorities in many countries to control the

cts are an inherent part of modem industry, improper handling or transfer of such substances.
with proper management and control they need The single largest contribution by the Bank to
not pose a threat to humankind and the environ- toxic chemicals reduction has been its efforts to
ment. Nonetheless, the failure to exercise proper remove lead from gasoline, which studies have
care is common worldwide, and the need for im- shown to be a highly effective way to avoid a se-
proved regimes in management of both toxic rious public health problem, especially for chil-
chemicals and hazardous waste is evident. Chap- dren. The Bank has called for the global phaseout
ters 19 and 20 of Agenda 21 establish a number of of lead from gasoline and is working with gov-
program areas aimed at improving toxic and haz- ernments, industries, NGOs, and other organi-
ardous waste disposal and preventing their zations to raise awareness, build political
illegal transport, particularly, although not exclu- commitment and consensus, design appropriate
sively, from industrialized to developing countries. policies, and facilitate the implementation of lead

phase-out programs.
Progress since Rio Regional programs to phase out lead from

gasoline have been supported by Bank technical
A major impact of the new thinking associated assistance and policy advice in Asia, Central and
with sustainable development has been a shift Eastern Europe, and Latin America and the Car-
toward reducing, substituting, or eliminating the ibbean. As a result, several countries have phased
use of toxic chemicals in manufacturing, thus out lead recently, and others have made firm po-
removing them totally from the environment. In litical commitments to do so by designing na-
this vein, the Bank is supporting Cleaner Produc- tional phase-out plans. In Thailand, a successful
tion and similar approaches. The goal is to re- effort to end the use of lead in gasoline was helped
duce the volumes of hazardous wastes generated by a Bank lending program to support refinery
from industrial and other activities and to try to upgrades (see box 15.1).
ensure that acceptable management and disposal The Bank has also been supporting projects
options are put in place for those wastes that are to address broad issues of hazardous waste in
generated. Working with UNEP and UNIDO, the Algeria, Egypt, India, Mexico, Russia, and other
Bank has supported this process by including countries. Project components typically include
cleaner production activities in more projects and compiling basic information on location and type
by promoting environmental management sys- of hazardous wastes, strengthening regulatory
tems such as IS014000 and Pollution Release and and enforcement capacity, educating industry
Transfer Registers (PRTRs), which focus on the and the public on the problems and how to ad-
wastage and release of toxins. At the same time, dress them, and helping provide treatment and
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Box 15.1 Supporting the implementation of lead phase-out: the example of Thailand

In response to evidence showing the serious health im- grams per liter; and by the end of 1995, the use of lead
pacts of lead and other vehicular emissions in the late in gasoline was banned altogether.
1980s, the Government of Thailand became strongly Government regulations to eliminate lead and to
committed to address the problem. reduce the aromatic and benzene content and vapor

The Bank provided support to improve air quality pressure of gasoline were part of a comprehensive pro-
as part of its lending for the road sector (Third and Fourth gram that required changes in the three refineries of
Highway Projects in 1990 and 1992, respectively) by as- the country. After a successful restructuring of the
sisting the Government of Thailand to strengthen regu- Bangchak Petroleum Refinery (Bangchak Oil Refinery Re-
latory institutions; build up ambient air monitoring structuring Project, World Bank, 1985) that enhanced
network; set ambient standards, vehicle emission and production efficiency and facilitated the partial priva-
fuel standards; and introduce vehicle emission testing. tization of the refinery, the Bank has provided financ-
The Bank was involved in an extensive dialogue with for the Clean Fuels and Environmental Improvement
the Thai Government about formulating and imple- ing for an Fuels an met Imrovement
menting cost-effective policies for air quality improve- Project (World Bank, 1995) to meet the government's
ment, and providing analytical support and financing fuel quality requirements. The deregulation of oil
for the government's Action Plan to reduce air pollu- prices and removal of restrictions for private sector

tion. In addition, the Bank worked closely with the investments in the refinery sector in 1992 facilitated the

key agencies involved in developing the government's rapid adjustment of refineries to changing conditions.

clean fuel standards. The fuel reformulation program of the Thai Gov-

The Thai Government adopted a rapid phase-out ernment has been very effective and resulted in sig-
strategy: in 1990, the maximum lead content in gaso- nificant reductions in lead emissions. About a year after
line was set at 0.4 grams per liter; in May 1991, unleaded its introduction, unleaded gasoline increased its mar-
gasoline was introduced; in September 1992, the maxi- ket share to about 18 percent, and within four years,
mum lead content in all gasoline was lowered to 0.15 vehicular lead emissions were eliminated.

disposal facilities. The Bank Group, especially the Challenges Ahead
International Finance Corporation, has been work-
ing to involve the private sector in hazardous Educating the public about the dangers of toxic
waste management, a natural extension of private substances and hazardous wastes is essential for
sector involvement in solid waste management. changing consumption patterns. Industries can

contribute by developing and promoting alterna-
Lessons Learned tives which avoid the use of toxic substances.

Solutions to serious environmental problems can, However, government policies have to provide

in some cases, be relatively inexpensive in com- the basic incentive framework in which industries

parison with the large economic and social ben- are motivated to produce and consumers are en-

efits of such measures. For the industries couraged to buy environmentally friendly prod-
immediately affected, however, the financial costs ucts. In case of unleaded gasoline, for example,
can sometimes be quite significant. Given the dif- refineries should be able to recover the costs of
ferent incentives involved, several conditions are their investments, and consumers should be able
necessary to mobilize action for change: strong to buy unleaded gasoline more cheaply than the
political commitment, support of regulations and more damaging leaded fuel. Designing such
policies, consensus of affected stakeholders, and policy frameworks is one of the most challenging
support of consumers and the public tasks for the Bank and its clients.

Promoting good behavior in toxic and hazard- There is clear potential for closer partnerships
ous waste management is only one aspect of a with the private sector to address control of tox-
broader set of Bank efforts to improve productiv- ins and hazardous wastes. These partnerships
ity, safeguard workers, and protect the environ- must be widened to include local government,
ment. However, apart from the IFC's direct mus b nd tonclud lc goernment,
involvement with enterprises in its portfolio, the workers, and the concerned public. Steps are be-
Bank's power in this area is limited. Efforts are being ing made in this direction through innovative pi-
made to strengthen partnerships with more environ- lot projects, especially in Latin America, which can

mentally conscious private sector firms to leverage lead to a better understanding of processes to pro-

their influence over their partners and suppliers. duce practical results on the ground.



CHAPTER 16 (chapter 21 of Agenda 21)

Promoting Environmentally Sound
Management of Solid Wastes and Sewage

Slid wastes and sewage represent major pol- ing spatial, technical, institutional, and financial
lution problems in both the industrialized perspectives.
and developing worlds. Both forms of Promoting a policy and regulatory framework

pollution seriously threaten water supplies, en- for economically sound waste reduction, recov-
dangering human health and in many cases freooial on at eutorcvdangringhumn helthand n mny cses ery, recycling and reuse, and environmentally
destroying aquatic life. Even when not life-threat- sound waste disposal.
ening, these forms of pollution seriously dimin-
ish the quality of life. Because waste production • Mobilizing public and private resources for ser-
and sewage are concentrated in urban areas, con- vice delivery seeking greater efficiency and cost
trolling and managing their impact on the envi- effectiveness.
ronment will pose one of the major challenges for Examples of the application of the above prin-the twenty-first century as cities grow and ex- ciples and priorities in Bank-supported projectspand. Chapter 21 of Agenda 21 calls for waste include the watershed protection plan for Saominimization, increased reuse and recycling, and Paulo in Brazil (see box 16.1), urban environment
environmentally sound waste disposal and treat- management plans in Colombia, a national mu-ment. nicipal waste management strategy in Turkey,
Progress since Rio jointly supported by METAP and the GEF, and

metropolitan solid waste management projects in
As of July 1996, the World Bank's lending for ac- Madras, India and Colombo, Sri Lanka. The Bank
tive pollution management projects stood at $6.9 has entered into a collaborative effort with the
billion, constituting approximately 60 percent of Swiss Development Cooperation (SDC) to distill
the Bank's total lending for "environmental the lessons learned from these and other urban
projects." Since Rio, the Bank has redirected its solid waste projects and to prepare, field test, and
efforts at combating waste management prob- disseminate a guide for strategic solid waste man-
lems, shifting away from projects dealing with agement for large cities.
end-of-the-pipe technological fixes toward front- The Bank has also financed a number of
end, more comprehensive, and integrated efforts projects in Africa, Asia, and Latin America de-
at pollution management. signed to provide basic services for the poor, such

Preparing and implementing the new genera- as the Strategic Sanitation Plan in Ghana, which
tion of Bank projects are based on the following covers five major cities. This UNDP/World Bank
principles: Water and Sanitation project aims at improve-

ments in drainage, sanitation, and waste manage-
• Adopting a strategic, integrated planning ap- ment. The upgrading components will benefit

proach for waste management services combin- some 600,000 lower-income people. The project
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Box 16.1 Catchment protection in the Sio Paulo Metropolitan Region

The formulation of a watershed protection plan for the One of the main medium-term institutional reforms

Sao Paulo Metropolitan Area (SPMA) in Brazil is a good will be the creation of a water basin management agency.
example of an issue-specific urban environmental man- The action plan calls for studies and organizing the pub-

agement strategy. It started with a rapid assessment to lic and governmental consultation processes needed to

gauge explicit needs and inventory problems. Consen- develop and establish the basin agency An indirect ben-
efit of the project will be to develop a modem scheme of

sus among the stakeholders was achieved through con- river basin management, which, in the medium term,
sultations, culminatig in an issue-specific strategy. The would be expanded on a larger scale to the other major
plan set the stage for coordinated short- and medium- basins in the region that serve the SPMA.
term sectoral action plans and investments. Once pri- The program will directly benefit over 500,000 ur-
orities were set and consensus was achieved, a series ban dwellers in the watershed, 48 percent of whom are
of sectoral action plans and investments were designed poor, as well as protect the water supply of 3 million
to form an integrated program. domestic consumers in Sio Paulo City itself.

also aims to establish better institutional and fi- Challenges Ahead
nancial mechanisms and more effective policy Four main challenges to managing wastes effec-
frameworks so that improvements are sustained tively lie ahead:
over time.

As part of its commitment to waste manage- • Ensuring that projects can be replicated and are sus-

ment and disposal programs, the Bank has em- tainable. To meet the challenges posed by increas-

phasized partnerships with both donor and ing urbanization in the developing world, the

recipient organizations. The long-standing col- Bank must be vigilant in evaluating best prac-

laborative UNDP/World Bank Water and Sani- tices to ensure that projects can be replicated. It
must also support continued monitoring of

tation Program is a testament to the commitment projects past completion to ensure that they are
between donor agencies to tackle the growing sustainable.
waste management problem. Other partnerships
with U NC HS, U NDP, E IB, G EF, Commission of • Building alliances through stakeholder consultation,
wth European Comunit, and varisioeparticipation, and transparency. The Bank needs
the European Communities, and various govern- to be proactive in soliciting active participation
mental and nongovernmental agencies have been from stakeholders and ensuring that projects are
established. designed and implemented transparently.

Lessons Learned • Differentiating solutions based on demand and
affordability. Waste management systems are far

By far, the most important lesson learned since too often built and operated without factoring
Rio is the need for strategic and integrated ap- affordability and demand criteria into their de-
proaches to waste management. In addition, sign. Project evaluation' must avoid these po-
concurrent with the massive investments in physi- tential problems to ensure sustainability.

cal infrastructure that these projects require, there • Creating the capacity to handle devolved responsi-
must be investments in "softer" forms of assis- bilities. As decisionmaking devolves to more lo-
tance, such as, effective training programs. Fi- calized levels, it is important to ensure the
nally, to implement a strategic and integrated existence of adequate management and imple-
approach to waste management, donor institu- mentation capacity. This desirable trend empha-
tions must emphasize the importance of establish- sizes the need for the Bank to focus more on
ing priorities and ensuring commitment from all "softer" modes of assistance to train and prepare

stakeholders. decisionmakers to handle new responsibilities.



CHAPTER 17 (chapter 24 of Agena 21)

Taking Global Action for Women
to Attain Sustainable and Equitable Development

ender relations and issues affecting to be represented. Many of the gender-related
women such as education, access to activities respond to specific challenges in each
health care, and attitudes toward self-de- sector. Milestones include:

termination have significant consequences for sus- a. Bank-supported projects are providing credit
tainable development. Women play a crucial role to women in their own names, granting small
in determining overall levels of wealth in both in- loans (microcredit) without collateral, and
dustrialized and developing countries. In many offering assistance on technology and mar-
countries, women work as farmers and thus are keting.
critical in the effort to increase agricultural pro- b. Women's access to agricultural services is
ductivity and reduce environmental damage. being improved by setting up group rather
Furthermore, family planning issues, which have than individual contacts between farmers
primary importance to women, ultimately deter- and extension agents.

mine population dynamics, and these are key c. To reduce the barriers to girls' education,
forces affecting sustainable development. Chap- Bank-assisted projects decrease the direct
ter 24 of Agenda 21 calls for fuller participation by
women at all levels of society and in all forms of Figure 17.1 Percentage of Bank projects with gender-
decisionmaking, particularly in areas affect- related actions, fiscal 1992-96
ing environment and development. 100

Progress since Rio 90

In the years since Rio, the Bank has attached in-
creasing importance to women and gender issues 7

in achieving sustainable development. Progress 60

has been made in the following areas: 50

40
Bank Lending 30

Increasingly, the Bank has integrated gender con- 20

cerns in its lending portfolio. From fiscal 1992 to
fiscal 1996, 30 percent of Bank-assisted projects 0
had specific gender-related actions (see figure P
17.1). In some projects, women have been brought g* V
in through consultative and participatory mea-
sures. In others, women were specifically required
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costs to parents through special incentives with developing country partners to implement
such as fee waivers, scholarships, and free training programs to help low-income women.
textbooks. Bank-assisted projects also support The West Africa Social and Gender Analysis train-
infrastructure needs that increase girls' atten- ing program (SAGA) provides training for agri-

dne(uhalarnsadwater points). igporm(AA rvdstann o gi
dance (such as latrines and wcultural extension workers to improve outreach

d. Community-based health services are cost- to women and other marginalized groups to ag-
effective in improving women's health. ricultural extension services. Most of the Bank's

e. Women are being trained in nontraditional resident missions are staffed with one or more
occupations to improve their employability. gender specialists.

f. Employment and training programs are Lessons learned
making better information available to
women about job markets. Over the past five years, important gender-related

lessons have emerged:

Research and Analysis • An enabling framework is fundamental. To effec-
The Bank's research and analytical work has sig- tively address gender inequalities, it is necessary
nificantly advanced understanding about the to go beyond the project level and examine sys-
forces at work in the persistent inequality between temic causes of gender differentials. Modifying
women and men. Furthermore, evidence of the national legal and regulatory frameworks is es-

gains from investing in women has grown con- sential, because they form the functional frame-

siderably. Education increases women's options work of the economy and civil society. Four

in the labor market and boosts their earnings. bodies of law are particularly important: land

Education is also associated with lower birth rates, and property rights, employment, family, and

which reduce the risks of maternal and child mor- financial.

tality. Moreover, lower birth rates appear to con- • Gender issues are interconnected and cross-sectoral.
fer benefits on those children who are born, To achieve specific gains in one sector may re-

passing down better health and education to fu- quire action in another. For example, improv-

ture generations. Providing women with access ing rural households' access to water supply may
to financial services leads to greater savings mo- be key to increasing girls' enrollment in school.

bilization, and increasing the income they control Improving infrastructure such as roads may also

results in improved child health. Violence against be important. Women in Morocco identified the

women creates significant physical and mental inaccessibility of schools as one reason their

health damage and reduces their contributions. daughters were not attending.
Discrimination against women in property rights • Data are important. The Bank's analytical work

hinders their economic activities. In contrast, on gender and education and health has pro-

women's access to land is associated with higher ag- vided the substantive basis which made possible

ricultural productivity and, in some cases, with major changes in sectoral lending trends. Work

greater investments by women in land conservation. on property rights and the labor market has pro-
vided evidence of the need for changes in legal

Partnership Initiatives and regulatory frameworks and has indicated

The Bank has entered into numerous partnership ways these changes can be made.

initiatives. The Consultative Group on Interna-
tional Agricultural Research (CGIAR) began a Challenges Ahead
gender program in 1991. In 1993 the Bank co- Efforts to increase women's participation in
sponsored the Consultation on Promoting Women social and economic decisionmaking raise com-
in Ecosystem Management. After the 1995 United
Nations Fourth World Conference on Women in plex issues. And, as the evidence indicates, these

Beijing, it created an External Gender Consulta- efforts take time. Many challenges lie ahead:

tive Group (EGCG) to assist in the formulation • Stronger government commitment is needed
and implementation of its gender policies. The and must be reflected in policymaking and bud-
Bank's Economic Development Institute works get expenditures.
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• Gender-related actions need to be cost effective. energy. More needs to be learned about how to
There may be times when general policy inter- mainstream gender issues beyond the project
ventions are not enough, and programs that spe- level. As a part of this process, the Bank has
cifically target women may be required. As with begun to focus on how to integrate gender analy-
all development programs, these targeting ef- sis into the Country Assistance Strategy (CAS),
forts should be cost effective, to make the most which the Bank prepares with a client govern-

efficient use of scarce development resources.whcteBakpprswihalengor-
ment to define its overall development goals and

• Significant gains have been made concerning investment strategies.
gender issues in the health and education sec-

tors. More needs to be learned about gender in • In all of these areas, the Bank will work closely

sectors such as large-scale infrastructure and with its country-level and international partners.



CHAPTER 18 (chapter 25 of Agenda 21)

Investing in Children and Youth

Investing in the well-being and education of mation on all aspects of designing an ECD pro-
children and youth is central to efforts to gram, such as types of interventions, financing,
achieve sustainable development. Countries and best practice examples; (3) the ECD cost-ef-

that have failed to focus attention on educating fectiveness assessment tool; and (4) a list of ECD
all children have not prospered. In recognition of consultants.
the pivotal importance of investing in young Many of the Bank's regional units are now
people, chapter 25 of Agenda 21 calls for improved addressing region-specific issues on children. In
education and greater protection of children, es- collaboration with other agencies such as the Aga
pecially girls. Khan Foundation, the Bernard van Leer Founda-

Progress since Rio tion, and UNICEF, the Bank's Africa Region
(AFR) supports an African-managed Regional

Recognizing the importance of investing in indi- Network for Early Childhood Development. The
viduals as distinct from nations in recent years, Asia Region has produced country profiles on
the Bank has sharply increased lending for edu- children which include data on Bank lending,
cation, health, nutrition, population, and other information about economic and social policies
components of human development. This lend- as they affect children, the status of children's
ing represents more than $3.5 billion yearly, or 18 health and education, and suggestions for future
percent of total World Bank lending in fiscal 1996. work.
Of this amount, approximately one-third has di- The Latin American and Caribbean Region
rectly benefited children under 15 years. (LAC) has launched a series of studies and initia-

In 1992, the Bank launched a Children's Ini- tives on children. Household surveys are being
tiative, a central focus of which has been Early used to evaluate the status of poor children, and

Child Development (ECD). Based on a series of the region has also started work on street chil-

seminars with experts in ECD, the Bank produced dren and child violence. Two studies have been
sEmars whith Deepet Inein g the ruce published: A Participatory Study of Urban Poverty
Early Child Development: Invest in the Future and Violence in Jamaica (1996), and Targeting At-
(1996), which has served as a blueprint for Bank Risk Youth: Rationales, Approaches to Services De-
activities. Highlighting best practice, this publi- livery and Monitoring and Evaluation Issues. A
cation is being used by the Bank to develop more research proposal and several papers are under
effective ECD interventions in its projects. In col- preparation to assess the issue of child labor.
laboration with the Inter-American Development The Europe and Central Asia (ECA) Region is
Bank, a web site is now available explaining also focused on children's issues. In collabora-
(1) the theory and economics of ECD; (2) infor- tion with UNICEF, ECA developed the Social
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Challenges of Transition (SCT) database, which attention on Country Assistance Strategies and
includes indicators on the well-being of children on related country-level discussions on the sta-
by country. ECA also has undertaken a study on tus of girls' education. Profiles on countries likely
Enterprise Divestiture of Kindergartens and Childcare to lag on gender parity have been prepared so

Arrangements in Central Asia and is studying nu- that their progress can be carefully monitored.

tritional status and household welfare among pre- The Africa Region is developing a Strategy for

school children in Uzbekistan. the Development of Basic Education in African
h childre h . Countries with Very Low Primary School Enroll-
The Bank's research on children's issues is ment. Project components are being designed to

changing the nature of Bank-supported projects alleviate the barriers to girls' education, increase
as well. In the past, World Bank project work on girls' attendance in primary and secondary
children was limited to primary and secondary school, and decrease their drop-out rates. Ex-
education, nutrition, immunization, and mater- amples of such projects are Mali's Education Sec-
nalchildhealthprojects. Now,however,theBank tor Investment Project (fiscal 1997) and
has begun to support a more holistic approach, Mozambique's Social Investment Program (fis-
and ECD projects such as those in Latin America cal 1999).
and Africa are intervening earlier in a child's life.
The Bank is working to monitor growth, improve Lessons Learned
nutrition, educate parents, and teach financial
management skills to mothers. Projects in Guinea Emphasizing children and youth in the sustain-
and the Dominican Republic promote school- able development processos a relatively new fo-
based health care. Attention is also being given cus for the Bank. Therefore, lessons of experience
to specific youth problems such as violence, and to date are fairly preliminary.
pilot programs are underway in Colombia and • Monitoring and evaluation are crucial since
Jamaica. many of the projects involving children are new.

To improve AIDS/HIV prevention, ECD, and Systems need to be set up or improved to better
girls' education, the Bank is joining in partner- monitor inputs, output, and outcomes. This
ships with the international community includ- needs to be done carefully, keeping in mind that
ing other UN agencies, the OECD, regional most outcomes and impacts will not occur until
development banks, and four major international after the project is finished. In this regard, Bank
children's NGOs (Save the Children, World Vi- projects must include support for longitudinal
sion, Christian Children's Fund, and Plan Inter- analysis and studies of follow-up groups.
national). Through a special grant to the • The Bank is striving to help its client countries
Consultative Group on Early Child Care and De- reach universal primary enrollment by 2010 and
velopment, the Bank is a member of a global ECD to ensure that those children who reach primary
network consisting of NGOs, bilaterals, school have had the proper cognitive develop-
multilaterals, and academics. To expand its ment, health care, and nutrition to perform at
knowledge base on best practice and interven- their best in primary school. The Children's Ini-
tions for sustainable youth development, the tiative has shown that focusing on primary and
Bank is also developing a partnership with the secondary education projects is not adequate. In-

International Youth Foundation. tervention needs to start before primary school
to enhance school readiness. Children whose

Another strong Bank focus is improving girls' earliest years are blighted by hunger or disease
education (see also section 17). Despite progress or whose minds are not stimulated by appropri-
on many fronts in recent years, tens of millions ate interaction with adults and their environment
of children are not provided with basic nutrition pay for these early deficits throughout their lives.
and education. In developing countries, more Such children are far more likely to do poorly in
than 110 million 6 to 11 year-olds and 273 million school, drop out early, and be functionally illit-
12 to 17 year-olds are not in school. The situa- erate.
tion is even worse for girls and minority groups: • In promoting early childhood intervention in
77 of the 110 million 6 to 11 year-olds and 148 of both health and education, partnerships are nec-
the 273 million 12 to 17 year-olds, out-of-school essary. Governments must build partnerships
children are girls. The Bank is placing increased with parents and communities, NGOs, the pri-



Investing in Children and Youth 57

vate sector, religious ministries, the media, and • Reaching children in rural areas. Work being done
professional organizations. International sup- on education and technology should bring about
port is also necessary. innovative projects. Partnerships have proven

to be a successful approach. Increasingly, the

Challenges Ahead Bank will need to reach out to other international
organizations, NGOs, bilaterals, multilaterals,

Many challenges lie ahead as developing countries and governments that are working on the same
strive to reach a 100 percent primary completion or similar issues to avoid repetition, combine
rate and a 60 percent entry rate into secondary edu- resources, and share lessons.
cation by equal numbers of boys and girls by 2010. Partneringfor solutions. Globally, children face in-

• Disseminating lessons. Much is already known creasingly complex problems. Together with its

about improving the situation of children and partners, the Bank needs to find solutions and
youth, but there is a need to increase dissemina- address the often-interrelated issues of violence
tion of this information so that the knowledge is against and by children, street children, children
incorporated into future projects and programs. in post-conflict situations, and child labor.



CHAPTER 19 (chapter 26 of Agenda 21)

Recognizing and Strengthening the Role
of Indigenous Peoples

major outcome of the Rio Summit was a of indigenous peoples, if they so choose, to par-
growing recognition of the important ticipate in and benefit from development projects.
role which the world's 300 million indig- The directive outlines specific procedures for in-

enous or tribal people play in the stewardship and corporating the concerns of indigenous peoples
sustainable management of large sections of the into Bank-financed investment projects through
earth. Although indigenous peoples comprise less the design of Indigenous Peoples Development
than four percent of the world's population, they Plans.
represent ninety-five percent of the world's cul- In crafting this policy, Bank legal and anthro-
tural diversity and over fifty percent of the popu- pological specialists consulted extensively with
lation living in areas of high biodiversity, such as indigenous organizations and worked closely
tropical rainforests. Despite these realities, rec- with other international agencies and develop-
ognition of the significant role of indigenous ment banks, such as the Asian and Inter-Ameri-
peoples has been very limited. Only very belat- can Development Banks. Operational Directive
edly has modern science recognized the ecologi- 4.20 has also been used as the basis for recogniz-
cal and cultural sophistication of these peoples ing the role of indigenous peoples in other Bank
and argued for the need to conserve their knowl- policies, such as those dealing with environmen-
edge of natural habitats, fragile ecosystems, and tal assessments, forests, and natural habitats.
medicinal plants. In recognition of their impor- The greatest progress in implementing the
tance, chapter 26 of Agenda 21 calls for a number Bank's policy on indigenous peoples has occurred
of measures to empower indigenous people, while in Latin America and the Caribbean, where there
promoting effective resource management and are over 40 million indigenous people, many of
sustainable development whom have rights recognized in national consti-

tutions and special legislation. In other regions,
Progress since Rio progress has been more difficult due to differing
World Bank policy concerning indigenous peoples regional and national contexts and complexities
since Rio has continued to be guided by an op- in identifying the groups covered. Among the
erational directive issued in 1991 (OD 4.20). Un- projects in which indigenous peoples components
der this policy, indigenous peoples are defined as have been included are:
groups who maintain social and cultural identi- • The Rondonia and Mato Grosso Natural Re-ties distinct from those of the national societies in source Management Projects in Brazil, the Para-which they live, have close attachments to their guay Natural Resource Management Project,ancestral lands, and are susceptible to being dis- and the Colombia Natural Resource Manage-
advantaged in the development process. The ment Project, which contain indigenous compo-
policy focuses particular attention on the rights nents in project design and implementation. As
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part of the Pilot Program to Protect the Brazil- • In the Russian Federation, a Petroleum Joint Ven-
ian Rain Forest, the Bank is administering a $20.8 ture Development Project under preparation
million Indigenous Lands Project. Financing for contains an environmental assessment which
the project comes from the Rain Forest Trust and takes into account the needs of indigenous and
the German bank, KfW. Several new natural other local populations affected by new oil and
resource management projects being prepared natural gas developments in Western Siberia. In-
in Guatemala, Honduras, and Nicaragua are digenous peoples' concerns have been included
expected to have strong indigenous land titling in a recent Russian Forestry Policy Review and in
and natural resource management components. the preparation of the GEF-funded Russia Biodi-

In cooperation with the Hemispheric Indigenous versity Conservation Project.

Peoples Fund (Fondo Indigena) in La Paz, Bolivia, • In 1993, to support the United Nations Interna-
and the Swedish International Development tional Year of the World's Indigenous Peoples,
Authority (SIDA), the Bank has been financing the Bank sponsored a Conference on Traditional
a very successful series of training workshops Knowledge and Sustainable Development (see pro-
for Latin American indigenous organizations. ceedings of the same name (World Bank 1995)).
The training program is supported by country-
level grants from the Bank's Institutional Devel- Lessons Learned
opment Fund (IDF) and is meant to strengthen
the capacity of indigenous organizations to de- Five of the many lessons that have resulted from
sign and manage their own development pro- the Bank's experience in projects that affect in-
grams. To date, 19 training programs are digenous peoples are particularly important:
planned, underway, or have been completed in
15 Latin American countries at a total grant al- • To identify indigenous peoples' issues early in

location of over $2.6 million. project preparation, using systematic social and
environmental assessment techniques.

• In India, several Bank-financed projects in the
health, education, forestry, biodiversity conser- • To base development projects among indigenous

vation, and water resources sectors include spe- peoples on culturally appropriate consultation

cially designed action programs for scheduled and participation. These techniques should take

tribes and castes. Similarly, in Indonesia, recent into account indigenous peoples' languages, tra-

Bank-financed projects in road construction, for- ditional values, forms of social organization,

estry, and protected area management and ru- decisionmaking styles, and religious and spiri-

ral health are being designed to take into account tual beliefs.

the needs of remote-dwelling, indigenous popu- • To cooperate with and strengthen indigenous
lations. organizations, especially through training pro-

• The Matruh Natural Resource Management grams and other capacity strengthening exer-

Project in Egypt, whose beneficiaries are recently cises.

settled Bedouin tribes, draws heavily upon the • To increase Bank staff and borrower country
land-use knowledge of the Bedouin people (in- awareness of the special rights and needs of in-
cluding women). It promises to provide impor- digenous peoples, especially as reflected in re-
tant lessons for natural resource management cent international documents such as the

and rural development planning in other arid International Labour Organisation (ILO) Con-

regions of the Middle East and North Africa. vention 169, the draft UN Declaration on Indig-
enous Peoples, and the International Convention

• In East Africa, GEF-financed biodiversity con- on Biological Diversity.
servation projects in Kenya and Uganda contain
special programs for remote pastoral and hunter- • The need to respect the preferences of indigenous

gatherer groups. In Southern Africa, the Bank peoples and communities, especially their

has collaborated with the regional office of the wishes as expressed at numerous international

International Union for the Conservation of Na- conferences, to design, implement, and control

ture and Natural Resources (IUCN ROSA) in their own development and environment pro-

designing a set of NGO workshops on the role grams.

of indigenous knowledge systems and institu- The Bank is attempting to respond to these
tions in natural resource management. lessons learned by improving its staff and bor-
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rower capacity to deal with indigenous peoples demand enormous cross-cultural sensitivity and
issues. In particular, the Bank is introducing new patience but promise to be of great importance in
social assessment techniques for identifying in- the Bank's future work.
digenous peoples, eliciting their preferences in The second challenge emerges from economic
relation to service delivery (health, education) and globalization and the opening of formerly closed
other development interventions, and incorporat- economies to large-scale hydrocarbon and min-
ing their knowledge in the environmental man- ing developments. These pose special challenges
agement process. It is also taking greater to the protection of the lands, natural resources,cognizance of legal issues involved in the protec- and cultures of indigenous peoples. Lessons
tion of indigenous lands and resources, and pre- learned about indigenous peoples' land claims
paring regionally based training courses to nedaout mdienopeos' lad cam
increase the awareness of its own staff and that of negotiations, monetary compensation, labor re-
its counterpart borrower country agencies of in- lations, and environmental protection, and sacred
digenous peoples' needs, knowledge, and issues. sites in industrial countries such as Australia,

Canada, New Zealand, Scandinavia, and the
Challenges Ahead United States could help private corporations,

The first challenge is to address the increasing in- multilateral finance institutions, and host coun-

terest of some borrower countries, especially in try governments design socially and environmen-

the Latin American and Caribbean region, in pre- tally acceptable projects. Establishing an
paring development projects with the full partici- adequate and agreed policy framework for the

pation and often in equal partnership with private sector based on recognized international

indigenous peoples and their organizations. Two human rights standards and environmental prin-
projects of this type are under preparation or ciples will be fundamental to the effectiveness and

about to be negotiated-a stand-alone Indigenous success of such initiatives. The Bank intends to
Peoples Development Project in Ecuador and a reach out to the private sector on these issues
Community Forestry Project in Mexico. These through greater collaboration on social and envi-
sorts of projects in which co-partnership arrange- ronmental matters among all members of the Bank
ments need to be worked out among indigenous Group, including the IFC and Multilateral Invest-
organizations, government agencies, and the Bank ment Guarantee Agency (MIGA).



CHAPTER 20 (chapter 27 of Agenda 21)

Strengthening the Role
of Nongovernmental Organizations

N ongovernmental organizations (NGOs) incorporated, nonprofit consortium of NGOs, as
bring wide-ranging experience and valu- the principal implementing agency for the
able lessons to sustainable development project. NIPA is receiving $17 million of the total

efforts. In recognition of the importance of NGOs, $20 million grant to finance overall project coor-
chapter 27 of Agenda 21 discusses way to estab- dination and supervision. This marks the first
lish partnerships and closer dialogue among time in the Bank's history that funds have been
NGOs, governments, and international agencies given directly to an NGO for implementation.
involved in development. As NGO relationships with the Bank have

grown, additional staff have been appointed in
Progress since Rio Bank headquarters and NGO liaison officers have
In the five years since Rio, important advances been appointed in most of the Bank's resident
have been made in forging partnerships between missions, vastly expanding the capacity to reach
the World Bank and nongovernmental organiza- out to a network of local, national, and interna-
tions. These partnerships have broadened capa- tional organizations that are potential partners
bilities and vastly extended the reach and in project or policy work.
potential impact of both Bank- and GEF-financed By building strategic partnerships with envi-
projects. In addition, the partnerships have ronmental NGOs, the Bank is better able to carry
brought greater accountability to the Bank and out its work program on the environment. The
increased the Bank's credibility among the many most prominent example of a strategic partner-
actors within civil society. ship is the Letter of Understanding the Bank has

Since 1992, NGO participation in Bank- and with the World Conservation Union (IUCN)-the
GEF-financed activities has dramatically in- largest confederation of conservation organiza-
creased. By 1996, NGOs were involved in almost tions in the world. The Bank is relying on IUCN
50 percent of Bank projects. Local, as opposed to for broader participation and state-of-the art ex-
international, NGOs became more prominently pertise in environmentally sustainable develop-
involved. NGO participation ranges from pro- ment. To that end, IUCN and the Bank have
viding project ideas to implementing specific collaborated on an Ecosystems and Natural Habi-
project components to providing technical advice tats Handbook, which will synthesize on-the-
and assistance to being the primary interlocutor ground experience through case studies, and a
with local populations. In the Philippines Con- guide on the global system of marine protected
servation of Priority Protected Areas Project, the areas, A Global Representative System of Marine
Bank as GEF-implementing agency has entered Protected Areas. IUCN has also participated in de-
into a formal agreement with NIPA, Inc., a legally veloping a regional dialogue on a variety of en-
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vironmental issues in Southern Africa and con- tive long-term partnerships for sustainable devel-
tributed advice and guidance on the development opment. To this end, there is increasing empha-
of a Critical Ecosystems Partnership Fund. sis on analyzing lessons learned and identifying

Recognizing that consultation with affected good practices in promoting Bank-NGO partner-
groups and NGOs is key to identifying environ- ships.
mental impacts and designing mitigation mea- Some countries have made exciting strides
sures, the Bank's operational directive on over the past five years in government-NGO part-
environmental assessment (OD 4.01) requires that nerships, but many others have not progressed
the borrower consult with affected groups and as much as had been hoped. There are two rea-
NGOs on at least two specific stages in the EA sons for this which the Bank has begun to help to
process. A recent evaluation illustrates a signifi- address: (1) The policy environment in some
cant increase in NGO consultations. The opera- countries inhibits NGO development. In some
tional policy on disclosure of documents (OP cases, the Bank can help governments reform
17.50) increases transparency by ensuring that NGO laws and other policies which could pave
affected groups and NGOs have greater access the way for healthier government-NGO relations.

to project information. (2) The Bank's new disclosure policy has given

Through the Global Environment Facility the public far greater access to information about
ratreouhs thve Gbaln Ehnnet ity the Bank's activities. This policy will help level

grant resources have been channeled through the the playing field for NGO participants who feel
Bank to help developing countries achieve glo- that in the past they have been deprived of infor-
bal environmental objectives in biodiversity mation essential for their constructive contribu-
conservation, climate change mitigation, interna- tion to policy dialogue or project development.
tional waters protection, and ozone layer protec-
tion. The nature of GEF projects has required Challenges Ahead
high-quality implementation partners, which in The development of coherent regional strategies
many cases have been NGOs. One-quarter of the that take into account the principal lessons
stakeholders identified in the biodiversity learned is a central challenge for the future. The
project portfolio are NGOs. A new me- Bank has moved from placating NGOs to engag-
dium-sized projects window in the GEF will fa- ing them and must develop the necessary man-
cilitate NGO access to GEF resources. agement tools to do so cost effectively. Central

to this exercise is the development of sustained
Lessons Learned links with NGOs in borrowing countries and with
The dramatic increase in NGO involvement in networks of NGOs. To this end, the Bank is in-

Bank-financed activities over the last five years vesting in training programs, grants fund-

has provided the Bank with a far sounder base ing instruments, and other opportunities to help
hspovwhide th bank a faeper smouner basce build the capacity of local NGOs.
upon which to build a deeper and more effective Part of the challenge for the Bank lies in bal-
collaboration. The NGO community, however, is ancing the interests of borrowing governments and
growing in number and has diverse interests, the local NGO communities. The Bank can foster dia-
dynamics of which the Bank is learning. The Bank logue between governments and NGOs. In each
must be more discerning if it is to promote effec- country, political realities will dictate practice.



CHAPTER 21 (chapter 28 of Agenda 21)

Emphasizing Local Authority Initiatives

G lobally, emphasis is increasing on devolv- • Improving the ability of subnational entities to

ing service delivery to the local level to collect revenues and effectively use the revenues

improve efficiency and respond more to manage and maintain quality of service de-

quickly to local demand. For sustainable devel- livery
opment, proper integration of local authority in • Building responsive, professional financial inter-
decisionmaking and service delivery is particu- mediaries which focus on providing long-term
larly important to build consensus and strengthen financing for investments by local authorities

the knowledge base on how to promote well- • Monitoring the success of project outcomes
being without exhausting crucial resources. How- through financial control
ever, this trend towards devolution appears to be

rocedingin a fashion that is dictated more by • Reforming intergovernmental fiscal relation-
proceeding iships to remove distorting incentives and ineffi-
political expediency and less by rational analysis ciencies. Developing more effective instruments
of local needs and strengths. Chapter 28 of Agenda to facilitate fiscal transfers.
21 lays down the principles governing the role in
which local authorities should be participating to The Bank often uses tools such as policy work-

achieve sustainable development, shops in which government officials and leaders
explore issues and experiences with counterparts

Progress since Rio from other countries and international experts.

To promote decentralization in developing coun- These workshops elicit participation and dia-

tries, the World Bank has been making more loans logue among relevant stakeholders in the process.

that are reaching projects sponsored by local au- In turn, it is hoped, greater consensus on reform

thorities, as these authorities seek to cope with measures can be reached, while these reforms are

new service delivery mandates. In addition, as better tailored to local conditions.

the need for strategic investment planning grows, To build local government capacity, the Bank

the Bank has stepped up efforts to work with has worked collaboratively with partner donor

countries to implement decentralization. agencies including USAID and UNDP. The Bank
The Bank's assistance in advancing decentrali- also extends assistance dedicated to building in-

zation and strengthening local capabilities em- stitutional effectiveness in local governments and
phasizes the following elements: governmental institutions in Sub-Saharan Africa

• Building and bolstering the financial and insti- through its Municipal Development Programme

tutional capacities of subnational entities to as- (MDP). Through national and regional work-

similate and undertake the massive investments shops, the MDP provides a forum for governmen-
now under their purview tal and nongovernmental agencies to analyze,
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Box 21.1 Decentralization reforms in Uganda

In 1992, after a detailed three-year study, the Govern- local and central governmental institutions and their
ment of Uganda instituted a sweeping decentralization policies as well as improving intergovernmental financ-
program. Implementation of the decentralization pro- ing arrangements. In addition, the Bank is assisting
gram, which will occur in phases, is expected to last six local governments in preparing specific investment
years. These specific reallocations of roles and respon- projects to be implemented under the new regime. Thesibilities between the central and local governments p
were formalized by the national government and have investment program is expected to fortify the decen-

been inscribed in Uganda's Constitution. tralization process by clarifying and appropriately re-
The Bank is supporting the Ugandan process with fining the division of obligations and powers between

a capacity building program aimed at strengthening the central and local governments.

debate, and promote policy development for ef- forward in a methodical and clearly established
fective, responsive, and democratic local gover- process.

nance.

Lessons Learned 
Challenges Ahead

The Bank faces multiple challenges as it seeks to
Because decentralization is a recent phenomenon assist local authorities in developing the capacity
in many client countries, it is difficult to ascertain to meet the new obligations that decentralization
its full consequences over time. Nonetheless, the has conferred on them. Among these are the fol-
Bank's initial experience in providing assistance lowing:
to local authorities gives preliminary assessments Improving efficient organization through clear
that may provide perspective: demarcation of central and local obligations and
• On its own, decentralization of political powers powers. For long-term sustainability, before ob-

is not adequate to improve public sector perfor- ligations are allocated between local and central

mance. To improve service delivery, decentrali- authorities, the political relationship between the

zation should be accompanied by fundamental center and the local agencies needs clear and

reforms in the administrative, sectoral, legal, and rational definition. The Bank's efforts also need

regulatory arenas. to focus more closely on synchronizing the re-
form process to ensure that local authorities are

• Local service delivery problems are not simply as responsive to their constituencies in practice
the result of a poor tax system, substandard ac- as they are supposed to be in theory.
counting standards, or inadequate capital bud- Encouraging financial innovation by helping cre-
geting. Rather, the real problems usually reflect ate conditions for the development of munici-
a lack of proper design and disregard of equity pal credit markets. Ever-increasing financial

issues. Therefore, the traditional, narrow focus pressures to sustain effective local service deliv-
on municipal development related solely to taxa- ery require additional resources beyond inter-
tion, internal administration, and related con- governmental fiscal transfers. Besides helping
cems in many cases has not yielded significant streamline and improve the collection of local
benefits. A comprehensive, integrated approach government revenues, the Bank should concen-
to service delivery at the appropriate spatial and trate more on creating an environment that is
political level is necessary for decentralized gov- conducive to extrabudgetary resource mobiliza-
emance to attain its objective, which is improved tion, such as the ability to access credit markets.
service delivery to constituents. Improving the regulatory and legal environment.

• To improve service delivery, early involvement Local and central political accountability is com-
with clients and relevant stakeholders and the monly derived through enactment of laws and
identification of responsibilities are key (box 21.1). regulations. The Bank should focus on how best
With decentralization still in its infancy and with to design legal and regulatory regimes to improve
the need for many other reforms, the effort to political and civil service accountability within the
address the needs of local authorities must move context of decentralized governance.



CHAPTER 22 (chapter 29 of Agenda 21)

Strengthening the Roles
of Workers and Their Trade Unions

S ustainable development is not possible with- microenterprise development, employment ser-
out a productive labor force that is free to vices, improved conditions for female workers,
bargain for safe working conditions, fair and compensation for workers laid off in adjust-

wages, and benefits. Moreover, smoothly func- ment programs.
tioning labor markets which balance flexibility Lending for these relatively new activities in-
with protection from external shocks and down- creased considerably in the last four years. In
turns are necessary as nations adjust to constantly fiscal 1996, 73 new projects were approved with
changing levels of development and new one or more labor components, compared with
technology. Recognizing the role that labor has 15 in 1992. By mid-1996, 229 ongoing projects
played in addressing change and protecting work- included labor components, of which 28 projects
ers, chapter 29 of Agenda 21 calls for the active were exclusively concerned with labor markets.
participation of labor, supported by increased In total, in the 1990s, the Bank committed about
training and capacity building, in promoting sus- $2.4 billion in lending for labor market activities.
tainable development. The Bank further supports its clients through

research and analysis of labor market policy. The
Progress since Rio work can be country specific (such as trade

The Bank attaches considerable importance to unions in Jamaica, minimum wages in Mexico,

improvements in labor market performance and, employment security regulation in India), in

since 1992, has expanded its role in supporting which case it is invariably undertaken jointly with

workers and trade unions. World Development government or forms part of a broader research

Report (WDR) 1995: Workers in an Integrating World program (such as the linkage between labor mar-
Rporidsth (DR)n995 ia negraing ord t ket institutions and economic performance, the
provides the analytical underpinning of the relation between training and productivity, and
Bank's labor force strategy, which the Bank has assessments of labor market discrimination).
sought to implement through its lending activi- The Bank has increased its efforts to improve
ties, economic and sectoral work, and research, partnerships with other organizations that share
and through strengthening its partnerships with its concerns with labor issues. Such partnerships
major trade unions and related organizations. bring clear benefits through sharing of knowl-

To promote labor mobility, employment, and edge and experience. The 1995 WDR, for ex-
worker welfare, the Bank lends for a wide set of ample, was prepared in close consultation with
labor activities including labor code revision, the International Labour Organisation (ILO) and
employment creation in public works schemes, international trade union confederations such as
and retraining unemployed or potentially redun- the International Confederation of Free Trade
dant workers. Other labor lending promotes la- Unions (ICFTU) and the World Confederation of
bor market information and monitoring, Labor (WCL).
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Bank partnerships with trade unions are now ing income insecurity, and equipping workers for
clearly established. With ICFTU and other inter- change. The 1995 WDR also argues that trade
national organizations, the Bank sponsored three unions and collective bargaining may create net
conferences since Rio with union officials from benefits through higher productivity and lower
Europe, WestAfrica and SouthernAfrica, the last costs, although it favors decentralized over cen-
of which was held in Harare in 1996. The aim of tralized bargaining systems.
these meetings was to inform unions about work
on labor and development issues, and seek their Challenges Ahead
feedback. The Bank also assisted the WCL with The past century has been marked by widening
a recent conference in Budapest. External train- international inequality between workers. Theing is another area that has recently started to past fifteen to twenty years have seen a rapid
involve trade unions. In 1996, union leaders from advancement for large numbers of Asian work-
five countries participated in an EDI course on ers but stagnation or decline for many in Sub-labor and development with employers and gov- Saharan Africa, Latin America, and the Middleemnent officials.

Thnment Bffiian s cEast, and, most recently, the former centrallyThe Bank enjoys close cooperation with the planned economies of Central Asia and Europe.ILO in which both institutions benefit. In addi-
tion to regular informal discussions among offi- • The primary challenge is, and will continue to
cials, the two institutions are close to completing be, a reversal of that long-run widening inequal-
a joint study on obstacles to reform of vocational ity. The Bank will continue to assist governments
education and training systems. A study on the in creating the right environment, in which work-
labor market impact of export-processing zones ers will be able to make the job choices, negoti-
is also in progress. In addition, the two institu- ate the conditions of work, and make the
tions recently held a joint workshop on labor code schooling decisions for their children that will
reform in West Africa. improve the welfare of all groups of workers.

The aims are robust job creation, rising produc-
Lessons Learned tivity, and improvements in job quality.

The Bank's lending experience and analytical • International assistance will also remain vital in
work on labor markets are summarized in the supporting the inclusion of all groups of work-

1995 WDR, which stresses the potential benefits ers in the global economy. The Bank will there-

to workers of greater international integration fore continue its support to governments in their
though w rker of d greater international rain efforts to establish frameworks for labor policythrough freer trade and greater international capi- that complement informal and rural labor mar-
tal mobility. Such benefits may accrue through kets, support an effective system of industrial
employment and real wage gains but are more relations in the formal sector, provide safeguards
likely to be realized if workers and other economic for the vulnerable, and avoid biases that favor
agents are responsive to the changes imposed by relatively well-off insiders. Union officials are
globalization. The WDR recognizes that improved likely to participate increasingly in the Bank's
labor standards may be desirable in poor coun- training and dissemination activities.
tries and strongly opposes child labor and unequal Finally, the role of key labor standards is likely
treatment of minorities and disadvantaged to become more important internationally. As
groups. It notes, however, that most of the labor part of this process, the Bank plans to take a moreforce of developing countries lies outside the for- proactive role in the fight against intolerablemal sector so often does not benefit from labor forms of child labor. While details remain to beregulations, while excessive standards, if en- worked out, it is likely that the Bank will lend
forced, may raise labor costs and reduce employ- directly to reduce harmful child labor incidence
ment. Therefore, the WDR stresses the need to with the advice and assistance of other key in-
help workers outside the formal sector through stitutions and support these loans with analyti-
job creation schemes and other mechanisms. In cal work. With regard to labor standards in
transition economies, it notes the wrenching general, Bank procurement practices are under
changes faced by many workers and recommends review to ensure that its lending meets such
action in three areas: enhancing mobility, reduc- standards.



CHAPTER 23 (chapter 30 of Agenda 21)

Strengthening the Roles
of Business and Industry

rfl -he private sector is a major driving force ated an Environmental Projects Unit in its Tech-
behind economic growth and poverty al- nical and Environment Department to develop
leviation in much of the developing world. and structure environmental projects. Despite its

Moreover, there is strong reason to believe that rapid growth in recent years, however, in terms
private companies, if given the proper incentives, of overall private investment, IFC is still small.
will be friendlier to the environment than state- Its chief contribution and impact lie in acting as a
owned monopolies, which they often replace. To catalyst to develop and implement a variety of
enhance the role of the private sector in sustain- new financing mechanisms and to promote envi-
able development, chapter 30 of Agenda 21 sup- ronmentally sustainable projects that other inves-
ports initiatives to promote cleaner production, tors can replicate.
more efficient resource use, waste minimization, The Bank is also examining ways to bring pub-
and a healthier environment. It also encourages lic and private sector stakeholders and local com-
a more dynamic private sector, emphasizing en- munities together to tackle specific environmental
trepreneurship and small and medium-sized problems. To this end, the institution has been
firms. Finally, it encourages the creation of ven- working closely with the World Business Coun-
ture capital funds for sustainable development cil for Sustainable Development (WBCSD). It also
projects and increased training in the environmen- works with other industry groups committed to
tal aspects of enterprise management. the environment, both on an international basis

such as the Prince of Wales Business Leaders Fo-
Progress since Rio rum (PWBLF), or in a specific industrial sector,

Since Rio, the World Bank Group has continued such as the International Council for Mining and
to strengthen links with the business community the Environment (ICME). At the same time, the
and with NGOs to support the expanding role of Bank is raising the level of dialogue with indi-

the private sector in sustainable development. The vidual multinational companies to understand

International Finance Corporation, the Bank their attitudes and approaches and to explore
Group's primary nexus for private sector devel- areas of possible cooperation, such as training in
opment and investment, has increasingly worked environmental management. Aided by informa-
to integrate environmental issues with business tion sharing from the Bank and UNDP, the
development. All projects in which IFC invests PWBLF is bringing together examples of corpo-
must meet the World Bank Group's high environ- rate good practice in environmental and social
mental standards and all local requirements. To aspects of development, which will provide a
further increase its ability to invest in environmen- basis for informed discussion on how to imple-
tally sustainable development, IFC recently cre- ment sustainable development concepts. In ad-
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dition, as part of an independent assessment of plified environmental management systems pat-
its environmental procedures, IFC is reviewing terned after the systems of "mentor" companies
the development aspects of its operations. These that have agreed to work with their suppliers.
results will also contribute to this discussion. Another area of Bank activity in improving the

To foster capacity for proactive environmen- performance of industry is the involvement of
tal activity in small and medium-sized enter- environmental specialists in the process of priva-
prises, a seminar on Ecoefficiency in the Textile tization of large and inefficient state-owned
Sector was developed and pilot-tested by IFC, enterprises (SOEs). Badly run SOEs are often ma-
with support from the IFC/European Commis- jor polluters. The introduction of new incentives
sion Asia Trust Fund. There are plans to expand and new management provides an opportunity
this training program to several countries and to reduce waste, improve productivity, and revi-
industry sectors through a joint effort with the talize pollution control systems. Even without
Bank. IFC has also developed an innovative specific attention to the environment, improve-
workshop on Environmental Risk Management ments have been demonstrated to follow privati-
for Financial Institutions. Over 265 financial in- zation. However, the inclusion of environmental
stitutions have participated since 1993. A new concerns can both reduce investors' concerns
week-long, intensive course emphasizing the about subsequent environmental liability, as with
practical aspects of integrating environmental Bank involvement in the mining sector in Bolivia,
management into a financial institution's opera- and identify rapid and cost-effective improve-
tions has been successfully developed, also sup- ments that can be made, such as examples in
ported by the IFC/EC Asia Trust Fund, and will heavy industry in Central Europe.
soon be expanded. Another measure designed to improve private

The Bank is playing a growing role in support- sector environmental performance concerns the
ing agencies such as the Industry and Environ- Bank's work with national pollution control agen-
ment Office of UNEP, a major proponent of cies to issue public ratings of companies accord-
cleaner production, in promoting the implemen- ing to how well they protect the environment (see
tation of cleaner production methods. The best box 23.1). The ratings are designed to reward
example to date is in China, where a Bank tech- good performance and call public attention to
nical assistance project has supported UNEP in polluters who are not in compliance. Armed
helping environmental authorities set up a na- with this information, local communities can
tional cleaner production system. The Bank is negotiate better arrangements with companies,
documenting and promoting cleaner production firms with good performance can advertise their
and ecoefficiency through its new Pollution Pre- status and earn market rewards, investors can
vention and Abatement Handbook (forthcoming better assess potential liability costs, and regula-
1997), which will require analysis of such oppor- tors can better focus limited resources.
tunities for Bank industrial projects and has al- Environmental and developmental concerns
ready attracted considerable interest from the provide win-win business opportunities. Theprivate sector, particularly in the area of thermal Bank Group has proactively sought opportuni-

The extension of the cleaner production ap- ties to invest and mobilize capital for environ-
proaches is the promotion of environmental mental infrastructure projects, such as water

management systems, such as International supply, wastewater management, solid and haz-
Standardization Organization's IS014000, as a ardous waste management, and ecotourism.
mechanism to institutionalize good operational Capital has been mobilized for major priva-
practices. In addition to supporting govern- tizations and new treatment projects in Argen-
ments' strengthening the institutional infrastruc- tina, Brazil, and Mexico. IFC and the Bank are
ture for such systems, the Bank Group has been also providing advisory services in Argentina,
exploring ways to use commercial relationships Brazil, Gabon, and the Philippines on privatiza-
between large and small companies to introduce tion of water services (see chapter 14 on Fresh-
good practices and environmental management water).
systems. A pilot project has begun in Mexico to Awareness is growing that global environmen-
involve small local companies in developing sim- tal problems such as climate change and biodi-
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Box 23.1 The PROPER method of pollution control

A new approach to regulation in Indonesia and the can advertise their status and earn market rewards, in-
Philippines is showing that local communities and vestors can more accurately assess environmental liabili-
market forces can be powerful allies in the struggle ties, and regulators can focus their limited enforcement
against excessive industrial pollution. The two pro- resources on the worst performers.
grams, called PROPER in Indonesia and EcoWatch in During its first two years of operation. PROPER has
the Philippines, have involved collaboration between proven quite effective in moving poor performers to-
national pollution control agencies and World Bank ward compliance and motivating some firms to pursue
staff to rate and publicly disclose factories' environ- excellent ratings. The first EcoWatch disclosure will
mental performance. The ratings are designed to re- occur in Spring 1997, after a year of careful planning
ward good performance and call public attention to and consultation with NGOs, community leaders, and
polluters who are not in compliance with regulations. industry associations. Inspired by these and other ex-
Armed with this information, local communities can amples of public information in action, the Governments
negotiate better environmental arrangements with of Colombia and Mexico are now moving rapidly to-
neighboring factories, firms with good performance ward their own public disclosure programs.

versity loss will not be solved unless the private SMEs to leverage larger flows of private finance.
sector adds its vast technical, managerial, and fi- The projects are conducted primarily through
nancial resources to the effort. For this purpose, financial intermediaries, such as venture capital
IFC has developed a portfolio of environmental funds or NGOs, which identify and appraise eli-
investments that employ grant funds from the gible subprojects.
Global Environment Facility, the Montreal Pro-
tocol, and other donors to leverage much larger • Biodiversity Enterprise Fundfor Latin America (pro-
amounts of private sector investment. GEF pro- posed). IFC and private investors would bring
vides grants, loans, and guarantees aimed at glo- together investment management expertise, sec-

bal environmental issues, such as reduction of tor know-how, and capital to make these re-

greenhouse gases and biodiversity conservation. sources available to medium-sized enterprises

The Montreal Protocol provides grants to assist in sustainable forestry, ecotourism, and agricul-

country-specific projects to phase out use of ture in South America.
ozone-depleting substances. • Global Renewable Energy and Energy Efficiency

Specific projects and investment funds man- Fund (proposed). This fund would provide and
aged by IFC include: equity finance from private sector investors, IFC,

• The Poland Efficient Lighting Program. Funded by and GEF to medium-sized and small projects.
$5 million from GEF, six local manufacturers
participated in this program designed to stimu- Lessons Learned
late the Polish market for compact fluorescent
lamps and luminaires through manufacturers' Progress in environmental sector investments has
rebate and consumer education. After six been slower than anticipated for a number of rea-
months of operation, nearly 350,000 compact sons. Primary is the difficulty in integrating pri-
fluorescent lamps had been sold nationwide; the vate sector approaches with public sector goals.
three-year goal is 1,000,000. Often, government policies must change before

• Montreal Protocol projects. IFC approved the private sector will step in. Since 1996, there-
Montreal Protocol grants totaling over $4.8 mil- fore, IFC and the Bank have emphasized public-
lion to assist private sector firms in complying private partnerships to design investment projects
with requirements for phasing out CFC use. Spe- and market transformation initiatives, as well as
cifically, leading Turkish manufacturers of ma- the use of cofunding through GEF and Montreal
terials for the cold storage industry and Protocol projects. From these collaborations, the
Slovakian refrigerator and freezer manufactur- Bank Group has developed two approaches to
ers will eliminate CFC use. Together, these pro-
grams will eliminate over 600 tons of CFC use overcome market barriers:

per year. • Where necessary, to "buy down" the costs and
• Small and Medium-Scale Enterprise (SME) Program. risks associated with sustainable business ven-

This program funds GEF-eligible projects by tures with various measures, including conces-
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sional loans, credit guarantees, equity invest- "ecoefficient" project designs, and support leg-
ments, or grants for technical assistance islative and policy frameworks that erode mar-

• To use market transformation initiatives to stimu- ket barriers to sustainable development.

late or "jump-start" market demand through re- • The IFC strategy in this sector will be to maxi-
bates and consumer education programs, mize leverage of concessional funding from
challenge grants, loans, and loan guarantees, as sources such as GEF and the Montreal Protocol
with the Poland Efficient Lighting Project. GEF with private investment capital and IFC's own
funds were also recently approved for a Photo- resources. This strategy increases the likelihood
voltaic (PV) Market Transformation Initiative de- that projects can be replicated without further
veloped by the Bank and IFC to accelerate the concessional support. In this effort, IFC is evalu-
introduction of PV technologies in India, Kenya, ating various nongrant financing methods to de-
and Morocco. termine which instruments are most effective in

catalyzing private capital flows.

Challenges Ahead • Another future challenge is to encourage a con-

The Bank Group is committed to encouraging the sultative process with key stakeholders, includ-

private sector to invest in environmentally sound ing government, industry, NGOs, and other

enterprises. interested parties, to develop voluntary environ-
mental and social guidelines for private sector
investment. Such consultation could contribute

• Key future challenges are to continue to demon- to a more stable and predictable investment cli-
strate the financial viability of such investments, mate in developing countries and would
demonstrate innovative financing approaches, complement government efforts. The Bank
build capacity in financial institutions to under- Group could act as a catalyst and a mediator in
take environmental risk management, promote this process.



CHAPTER 24 (chapter 33 of Agenda 21)

Implementing Financial Resources
and Mechanisms

T he effort to promote sustainable develop- Table 24.1 World Bank lending since Rio: a simple
ment, most importantly in developing accounting of World Bank commitments, fiscal 1993-97

countries but in industrialized ones as well, B//ons

cannot move forward without adequate re- o//ars Perenn
Total lending 108.4 100

sources. Investments in research, technology, Environment projects 8.4 8
infrastructure and social services are all necessary Win-win projects 26.0 24
to change how people pursue economic well- Category A projects 18.0 16
being in environmentally sustainable ways. At All other lending 56.0 52

the same time, issues such as the vast inequality Source: Environment Department, World Bank.

between the wealthiest countries and the poor-
est, as well as the transboundary nature of threats are benign to the environment while promoting
to the environment, require effective international economic development. These win-win projects
mechanisms to mediate among countries. In include population, education, health, and tar-
recognition of these factors, chapter 33 of Agenda 21 geted poverty reduction projects. Third are the

calls for the multinational agencies, including the so-called EA category A projects such as road or

World Bank (IBRD), the International Development energy projects in which real tradeoffs may exist
Association (IDA), and the Global Environment between protecting the environment and promot-
Facility, to provide adequate resources to help real- ing economic development. Finally are all other
ize the goals articulated in the rest of the document. programs-in agriculture, urban development,
Chapter 33 also calls for all partners in the devel- economic adjustment, and the like, which contrib-
opment process to pursue financing alternatives, ute positively to sustainable development if cor-
such as debt swaps and tradable permits. rectly designed, but without proper care can

damage long-term sustainability.
Progress since Rio Table 24.2 provides a summary of both direct

The years since Rio have been by far the most ac- lending and grant commitments, as well as the
tive period for Bank lending, concessional finance amount of cofinance (from domestic governments
through IDA, and implementation of the GEF and and the private sector, other multilateral institu-
Montreal Protocol. A simple-and rough-envi- tions and bilateral aid agencies) making up the
ronmental accounting of the Bank's total lending Bank's environment portfolio.
since Rio is presented in table 24.1. Four types of Since Rio, combined lending, concessional fi-
projects are identified. First are those specifically nance, and grants through the World Bank have
targeted towards improving the environment (dis- totaled over $10 billion. This funding has lever-
cussed below). Second are those that inarguably aged another $15 billion in cofinancing for a broad
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Table 24.2 World Bank/GEF/MP environmental loans and grants, fiscal 1992-97
(millions of dollars)

Concessional
World Bank (IDA) Lending Cofinance Total
Energy 0.0 329.0 74.9 403.9

Env. management 801.0 1,174.3 2,227.4 4,202.7

Institution building 225.6 535.3 591.1 1,351.98
Nat. resource mgmt. 540.2 303.0 449.3 1,292.5
Pollution abatement 280.7 2,660.4 5,225.0 8,166.1
Renewable energy 115.0 80.9 262.1 458.0

Urban environment 233.0 1,718.0 2,893.3 4,844.3

Subtotal 2,195.5 6,800.9 11,723.1 20,719.5

GEF Grant Cofinance Total
Biodiversity 314.0 404.1 718.1
Climate change 355.5 2,793.9 3,149.4

International waters 104.0 127.1 231.1
Multiple focal areas 19.8 51.2 71.0
Ozone depletion 109.3 99.5 208.8

Subtotal 902.5 3,475.8 4,378.3

Montreal Protocol Grant Cofinance Total
Ozone depletion 226.8 (n.a.) 226.8

Total 3,324.9 6,800.9 15,198.9 25,324.6

Source: Kirk Hamilton, Environment Department, World Bank.

range of projects to support environmentally sus- ment, while reducing the damaging environmen-
tainable development. In addition, in 1996 the tal effects of excessive energy use.
World Bank and the IMF agreed upon a debt re- Private sector participation (PSP) in water,
lief initiative for highly indebted poor countries sewage, and electric generation has also been
(HIPC). In coordination with actions by all credi- growing since Rio. While PSP is not a panacea, it
tors, an HIPC trust fund administered by IDA will does provide access to new technologies, better
provide debt relief to eligible countries on debt management, and the implementation of a charg-
owed to participating multilateral institutions. ing schema that permits increased access,
Eligibility will be based upon commitments to improved maintenance of plant, and new invest-

sustained improvements in economic manage- ment for expansion. The key to success lies in

ment, as well as structural and social policy re- balancing the risks between public and private

form on the art of reci ient countries. sectors and in enforcing environmental perfor-
pa mance standards.

Another important area in which progress has
been made since Rio and in which the Bank has Lessons Learned
played a pivotal role is the effort to reduce fossil .
fuel subsidies. Overall levels of fossil fuel subsi- The fmiancing provided by the World Bank

diesin eveopig cuntiesEasernEurpeand through its own lending and the grant programsdies in developing countries, Eastern Europe, and it administers is just a portion of the total devel-Russia have declined from $115 billion in 1990/ opment assistance aimed at achieving sustainable
91 to $58 billion in 1995/96, with substantial (but development. The harsh fact is that overall levels
difficult to measure) declines also likely in the of ODA as a share of GNP have been falling in
other countries of the Former Soviet Union (see the developed world since Rio. The first lesson
Expanding the Measure of Wealth, World Bank to be learned in the years since Rio is that much
1997). This progress on subsidy reform has made of the finance for achieving the goals of Agenda
an additional $57 billion available for develop- 21 will have to be found from local sources.
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Other lessons include the critical importance while increasing overall economic efficiency and
of engaging the public in environmental projects reducing impacts on the environment Contin-

and policies. In environmental projects, as in most ued progress must be made in this area.

others, public participation and support are im- • Environmental taxation. An important part of the
portant determinants of success. New experience agenda for reform is to move beyond reducing
also shows that informing the public about envi- subsidies to taxing harmful products. While en-
ronmental conditions and attendant dangers can vironmental taxes are generally most effective
be a powerful impetus for polluters to change when applied directly to emissions, in many
their ways, stimulating private finance for sus- cases this is not practical (for transport emissions,
tainable development. for example), so taxing the input is second best.

Expanding the scope of environmental taxes,
Challenges Ahead including taxes on pollution emissions, provides

.The simple act of making money not only cost-effective pollution reductions but
• Partnerships. Th ipeato aigmny also a source of finance.

available for new development projects will
never be enough to bring about sustainable de- • International greenhouse offsets. Expanded use of
velopment. The quality of investment matters international offsets will play a growing role in
at least as much as the quantity. So while the dealing with greenhouse warming. In this

World Bank will continue to expand its environ- regard, the Costa Rican program of Certifiable

mental portfolio, there will also be a growing Transferable Greenhouse Gas Emissions Offsets,
emphasis on ensuring successful outcomes. The implemented through afforestation of degraded

level of cofinancing for environmental projects agricultural lands, is an important innovation

seen in table 2 speaks to the importance of part- that significantly reduces transaction costs. Off-

nerships in the sustainable development busi- sets will provide the necessary finance for affor-

ness. estation while giving emitting countries an
affordable way to reduce net emissions.

• Reduced subsidies. The scope for reforming sub-
sidies that drain governments' treasuries and are For basic macroeconomic reasons, govern-

harmful to the environment is considerable. ments everywhere are being forced to constrain

Recent estimates place the level of subsidies to expenditure. In these times of fiscal restraint the

fossil fuels, electricity, road transport, water, and issue of finance may be one of the most impor-

agricultural inputs at over $200 billion per year tant motivations for embracing environmental
in developing countries. Even reducing these taxes and other innovative, market-friendly
subsidies by half would release considerable fi- approaches to protecting and enhancing the
nancial resources for sustainable development, environment.



CHAPTER 25 (chapters 36 and 37 of Agenda 21)

Promoting Public Awareness,
Education, and Capacity Building

p 1lo focus sufficient public attention on sus- ecosystem management, with a focus on the roles
tainable development, broad-based efforts of science, economics, and law.
to educate and inform people are needed These annual ESD (now ESSD) conferences

in both developing and industrialized countries. have been complemented by concurrent associ-
Chapter 36 of Agenda 21 emphasizes the impor- ated events and other conferences, many cospon-
tance of these efforts for those involved in devel- sored with external partners. Over twenty such
opment. events have been held since Rio. Because of the

Effective development requires strong capac- high level of expertise participating from outside

ity on the part of beneficiary countries to man- and inside the Bank, many of these events have

age new projects and integrate them in their led to published proceedings and papers that
t ihave advanced of shared literacy on various as-economies. This is especially true for sustainable pects of ESD. These publications have been

development, where a failure to maintain and widely distributed outside the Bank to United
upgrade technology or a breakdown in the in- Nations agencies, national commissions on sus-
centive system necessary to capture externalities tainable development, NGOs, academia, the pri-
can have dire consequences. Chapter 37 of vate sector, and the civil society. They are also
Agenda 21 emphasizes the need to build domes- used by Bank staff, particularly the Economic De-
tic capacity from the national to the municipal velopment Institute (EDI) and in the Learning and
level and in tandem with nongovernment sectors. Leadership Center (LLC), as reference materials

for training and education.
Progress since Rio Capacity building is one of the main objectives

To promote awareness of sustainable develop- of many Bank lending operations, including all
ment issues, in Fall 1993, the Bank convened its Bank-financed environmental projects. It is a cen-

first annual conference to address issues related tral focus of lending designed primarily to
to advancing environmentally sustainable devel- strengthen environmental institutions. Since mid-

opment (ESD). The first conference, "Valuing the 1992, such Bank-assisted projects have been un-
Eniropment, ESD fisonereince994,, "Vauin dertaken in countries as diverse as Benin, Chile,Environment," was followed in 1994, 1995, and China, Colombia, The Gambia, Ghana, Hondu-
1996 respectively by conferences on "The Human ras, India, Indonesia, Korea, Morocco, Russia, and
Face of the Urban Environment," "Effective Fi- Trinidad and Tobago, together with previously
nancing of ESD," and "Rural Well-Being: From approved operations in Brazil, Indonesia, Mada-
Vision toAction." In 1997, the FifthAnnual World gascar, Mauritius, Mexico, Nigeria, Pakistan, and
Bank Conference on Environmentally and Socially Poland. In addition, as part of or following on
Sustainable Development will address the national regional, national, or subnational strategic plan-
imperatives of global overlays, that is, global ning for the environment, the Bank, often in
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partnership with other donors, has supported ing and in some cases equipment to schools to
strengthening environmental management ca- participate in GLOBE. These schools will then
pacity at the regional, provincial, and municipal/ become part of GLOBE's international network of
urban levels in many client countries. Examples more than 2,000 schools in over forty countries.
include the Pilot Program for Conservation of the
Brazilian Rainforest, which the Bank administers Lessons Learned
on behalf of the G-7 countries; the Metropolitan • There is a continuing need to enhance quality and
Environmental Improvement Program (MEIP) for effectiveness of sustainable development initia-
Asia; and a new initiative known as MELISSA, tives building on the emerging lessons. There is
or Managing the Environment Locally in Sub- also the need for flexibility. Careful evaluating
Saharan Africa. and disseminating of what works and what does

The Bank's policy requiring environmental not in projects under implementation and sys-
assessment (EA) for Bank-financed projects with tematically feeding this information back into the
potential adverse environmental impacts has design of new operations are important elements
spurred domestic capacity building for EA in its in this process. Particular attention needs to be
client countries. In countries in which EA capac- given to efforts to build institutional capacity for
ity is weak, the Bank has helped to build capac- improved environmental management and sus-
ity at both the national and sectoral levels and in tainable development more generally.
both the public and private sectors. • Since 1992, approximately 100 countries have

Capacity building is also the principal purpose completed environmental strategies or action
of the Economic Development Institute. EDI as- plans, in many cases with Bank assistance. In
sists the Bank and its borrowers to achieve the many ways, the process of these exercises has
goals of poverty reduction and equitable, sustain- been more important than the product. Through
able development by helping them to design and a participatory process, these planning exercises
implement better policies and programs. EDI has have raised public awareness and have helped
organized national and regional seminars and to develop domestic capacity to identify and
workshops on many relevant areas for senior assess environmental problems and define pri-
policymakers and development practitioners in ority actions.
Bank member countries over the past five years. • The Bank's ESD conferences have convincingly
These areas include water policy reform, agricul- demonstrated the need to convene processes
ture and forestry, urban and industrial manage- which link experts so that lessons learned and
ment, social issues (for example, resettlement and knowledge can be shared, not only among the
rehabilitation and social investment funds), and participants but also with others through spe-
mainstreaming the environment. cific dissemination strategies. Such events af-

As another part of the Bank's commitment to fect policy, inform a broader public to create a
environmental awareness building, EDI recently shared literacy, and help enable the Bank, in part-
launched the World Links for Development ("the nership with others, to respond to Agenda 21.
WorLD") program to create on-line educational
communities for secondary school students and Challenges Ahead
teachers around the world. Students in develop-
ing countries will be linked by the Internet and the Principal future challenges in the context of Bank
World Wide Web with their peers in industrialized lending operations include using EA more effec-
countries for collaborative distance learning. tively as a strategic planning tool at the policy,

WorLD is working closely with GLOBE, a dis- sectoral, and regional levels; improving the envi-
tance environmental education program founded ronmental and social assessment of investment
under the leadership of U.S. Vice President Al alternatives; strengthening public involvement in
Gore and funded through the U.S. National Oce- the EA process; and ensuring adequate implemen-
anic and Atmospheric Administration (NOAA), tation and supervision of project-specific environ-
National Aeronautics and Space Administration mental management plans. Even more important,
(NASA), and the National Science Foundation however, is the need to continue to build and con-
(NSF). In each country in which the WorLD pro- solidate EA capacity within the Bank's client
gram connects schools, WorLD will provide train- countries.



CHAPTER 26 (chapter 39 of Agenda 21)

Implementing International Legal
Instruments and Mechanisms

their nature, environmental problems Strengthening Legal and Institutional National

often cross rational borders. Effective so- Capacities
lutions thus require an international re- Legal capacity is a key component in ensuring

sponse. In recognition of this, chapter 39 of sound and sustainable development. The Bank's
Agenda 21 calls for increasing technical assistance project design and technical assistance activities
to developing countries in the field of environ- address this concern by seeking to enhance the
mental law as well as negotiating new instruments scope, content, and capacity of existing national
and mechanisms based on "both universal prin- frameworks. The Bank also helps strengthen the
ciples and the particular and differentiated needs institutional capabilities of borrowing countries
and concerns of all countries." through free-standing environmental projects

and/or as components of other loan and credit
Progress since Rio projects. In this context, the Legal Department

Since 1992, greater seriousness has been attached has helped a large number of countries produce

to environmental issues and sustainable develop- framework and sectoral legislation to support

ment. The Rio conference prompted the negotia- natural resources base and pollution control.

tion and adoption of a large number of new globa The Bank also assists in reviewing the involve-

and regional environmental conventions. It also ment of countries in international environmen-

placed at the forefront of the international envi- tal agreements to help reinforce their capacity to

ronmental agenda the need to ensure the effec- implement the agreements. For example, the
rovnentas agen the dene tof ern t l Bank assisted in a comprehensive review by thetiveness of the wide range of international Russian Federation and other states of the Formerinstruments already in place. Soviet Union (FSU) of their participation in in-

In its role, the Bank focuses on identifying and ternational environmental agreements.
addressing difficulties that prevent states, devel- The development of a legal and institutional
oping countries in particular, from participating framework for the involvement of local commu-
in or properly implementing international instru- nities in environmental management and the fi-
ments. This task is accomplished in partnership nancing of microenvironmental projects are
with other universal and regional international additional examples of Bank activities aimed atorganizations such as Food and Agriculture Or- strengthening the ability of stakeholders to imple-
ganization of the United Nations, United Nations ment environmental agreements.
Development Programme, United Nations En-
vironment Programme, and United Nations Implementing International Conventions
Institute for Training and Research (UNITAR) as As an implementing agency for the GEF and
well with the private sector, foundations, NGOs, Ozone Trust Fund projects, the Bank contributes
and other communities. to the implementation of some of the most im-
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portant Multilateral Environmental Agreements biological resources and to develop networks to
(MEA), such as the Montreal Protocol and the exchange and use environmental information.
Framework Convention on Climate Change. In The purpose is to support sustainable develop-
this context, the Bank has assisted a number of ment and help the countries of the Congo Basin
countries in phasing out ozone-depleting sub- ecosystem implement the biodiversity conven-
stances (ODS) and adopting new cost-effective, tion. A memorandum of understanding will regu-
CFC-free technologies. To facilitate grant dis- late cooperation among the six Congo Basin Rain
bursements in this area, the Bank has established Forest Countries (CBRFC) to implement the
the Umbrella Agreement mechanism, which re- project.
duces the contractual arrangements for disburs-
ing funds to the recipient countries. Lessons Learned

The Bank is also an implementing agency for To implement international legal instruments,
a GEF-financed project, the West Africa Pilot there is a crucial need to strengthen domestic in-
Community-based Natural Resources and Wild- stitutional and regulatory capacities. Building
life Management Project, which involves Burkina regional cooperation will also help to address
Faso and C6te d'Ivoire. The Bank has been help- transboundary environmental objectives.
ing these two countries develop bilateral coop- International instruments have become more
eration to better address wildlife management and more complex, with far-reaching objectives.
along their shared border and prepare domestic They require that sophisticated innovative poli-
legislation to improve national capacity to man- cies and mechanisms be put in place. The meth-
age natural resources. ods to be used (command and control/economic

The Bank has also helped implement legal in- instruments) must reflect the local economic and
struments to protect international waters. The social milieu within which they operate.
GEF-financed and Bank-administered Ship- Public participation and dissemination of in-
Generated Waste Management Project provides formation are key components to ensure moni-
support for the ratification and effective toring and compliance with legal instruments at
implementation of the International Convention the local, national, and international levels.
for the Prevention of Pollution from Ships
(MARPOL 73/78) Convention, which regulates Challenges Ahead
ship-generated waste. As a direct result of the
project, each of the countries has adopted cost Implementation of international instruments re-
recovery legislation including a fee on cruise ship quires still more thought, and much remains to
passengers. The GEF-financed and Bank-admin- be achieved. There is still a quest for grassroots

istered Wider Caribbean Initiative for Ship-Gen- effectiveness and sustainable implementation of

erated Waste has assisted countries in the these instruments. Attention needs to be given to

development of model MARPOL legislation. A voluntary compliance through legislation and

joint project among Algeria, Morocco, and Tuni- regulation as well as to building capacity to moni-

sia is another example of a GEF-financed and tor and enforce legal instruments.

Bank-administered project requiring the de- Bringing Agenda 21 to the domestic level re-

velopment of legislation to implement MARPOL. quires the "localization" of international obliga-
tions. Technical assistance should be many-fold

Building Expertise and Access to Information (including investment projects, training, and edu-
Legal components in a number of Bank projects cation) to give treaties and conventions practical
aim at capacity building initiatives to build ex- meaning in everyday life in borrowing countries.
pertise and increase access to information. The Capacity building remains a challenge. Insti-
Regional Environmental Information Manage- tutions and legislation are pillars to ensure sus-
ment Project (REIMP) in the Congo Basin is work- tainable development. They should reflect local
ing to identify and compile existing data on conditions based on all stakeholders'participation.



APPENDIX

Acronyms and Abbreviations

ADB Asian Development Bank
AdL Aguas de Limeira
AFDB African Development Bank
AFR Africa Region
AFTES Africa Technical Environmentally Sustainable Development Division
AIDS acquired immune deficiency syndrome
AIJ activities implemented jointly

CAS Country Assistance Strategy
CBD Convention on Biological Diversity
CBRFC Congo Basin Rain Forest Countries
CDC Centers for Disease Control
CESP Country Environment Strategy Papers
CFCs chlorofluorocarbons
CGAP Consultative Group to Assist the Poorest
CGIAR Consultative Group on International Agricultural Research

$ current U.S. dollars

EA Environmental Assessment
EBRD European Bank for Reconstruction and Development
EC European Commission
ECA Europe and Central Asia Region
ECD Early Child Development
EDI Economic Development Institute
EGCG External Gender Consultative Group
EIB European Investment Bank
ENVLW Land, Water, and Natural Habitats Division
ENVPE Pollution and Environmental Economics Division
ESD Environmentally Sustainable Development (in 1997 became Environmentally

and Socially Sustainable Development (ESSD))
ESDAR Agricultural Research and Extension Group
EU European Union
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FAO Food and Agriculture Organization of the United Nations

FCCC United Nations Framework Convention on Climate Change

FMTI Forest Market Transformation Initiative
FSU Former Soviet Union

GDP gross domestic product
GEF Global Environment Facility

GHG greenhouse gas
GNP gross national product
GOB Government of Brazil

GWP Global Water Partnership

ha hectare

HIPC Heavily Indebted Poor Countries Program
HIV human immunodeficiency virus

IBRD International Bank for Reconstruction and Development

ICFTU International Confederation of Free Trade Unions

ICME International Council for Mining and the Environment

ICZM Integrated Coastal Zone Management
IDA International Development Association
IDB Inter-American Development Bank
IDF Institutional Development Fund

IFAD International Fund for Agricultural Development

IFC International Finance Corporation
ILO International Labour Organisation

IMF International Monetary Fund

IMSC Inter-Ministerial Steering Committees
ISO International Standardization Organization

IUCN World Conservation Union (formerly International Union for

the Conservation of Nature and Natural Resources)

LLC Learning and Leadership Center

MARPOL 73/78 International Convention for the Prevention of Pollution from Ships

MBI market-based instrument

MDP Municipal Development Programme

MEA Multilateral Environmental Agreements
MEIP Metropolitan Environmental Improvement Program

MELISSA Managing the Environment Locally in Sub-Saharan Africa

MENA Middle East and North Africa Region

METAP Mediterranean Environment Technical Assistance Program

MFI multilateral financial institution
MFMP Multilateral Fund for the Montreal Protocol

MIGA Multilateral Investment Guarantee Agency

MP Montreal Protocol
MTI Market Transformation Initiative

NASA National Aeronautics and Space Administration
NEAP National Environmental Assessment Plan

NGO nongovernmental organization
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NIPA, Inc. Filipino NGO consortium
NOAA National Oceanic and Atmospheric Administration
NSF National Science Foundation

OD Operational Directive
ODA official development assistance
ODS ozone-depleting substances
OECD Organisation for Economic Co-operation and Development
OP Operational Policy

PPA participatory poverty assessment
PROPER Program for Pollution Control, Evaluation, and Rating
PRTR Pollution Release and Transfer Register
PSP private sector participation
PV photovoltaic
PWBLF Prince of Wales Business Leaders Forum

REIMP Regional Environmental Information Management Project

SAGA West Africa Social and Gender Analysis training program
SCD Swiss Development Cooperation
SCT Social Challenges of Transition database
SIDA Swedish International Development Authority
SME Small and Medium-Scale Enterprise Program
SPMA S5o Paulo Metropolitan Area
STD sexually transmitted disease

UNCED United Nations Conference on Environment and Development
UNCHS United Nations Centre for Human Settlements (Habitat)
UNDP United Nations Development Programme
UNEP United Nations Environment Programme
UNESCO United Nations Educational, Scientific, and Cultural Organisation
UNHCR United Nations High Commissioner for Refugees
UNICEF United Nations Children's Fund
UNIDO United Nations Industrial Development Organisation
UNITAR United Nations Institute for Training and Research
UNSTAT United Nations Statistical Office

WBCSD World Business Council for Sustainable Development
WCL World Confederation of Labor
WDR World Development Report
WHO World Health Organization
WorLD World Links for Development Program
WRI World Resources Institute
WWC World Water Council
WWF World Wildlife Fund
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11 Biodiversity and Agricultural Intensification: Partners for Development and Conservation

12 Rural Development: From Vision to Action (forthcoming)

13 Integrated Pest Management: Strategies and Policies for Effective Implementation

14 Rural Finance: Issues, Design, and Best Practices (forthcoming)

15 The Economics of Involuntary Resettlement (forthcoming)

16 Social Assessments for Better Development: Case Studies in Russia and Central Asia
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James Wolfensohn Selected President of World Bank
Indonesia Targets Urbanuervices
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The Bank's PresideAnfs
Uruguay Mos to Control High Health Care Costs

* Consultative Gqup Meet In Paris
World Bank Rou4 up

James Wolfensohn Selected President of World Bank

The World Bank's Board of Executive Directors unanimously selected Jarnes Wolfensohn on March 16
to become the institution's ninth President. Wolfensohn will assume the presidency June 1, succeeding
Lewis Preston who is retiring because of ill health.

Wolfensohn, 61, is an international investment banker who founded his own fimr in 1981, Since 1990,
he has been Chairman of the Board of Trustees of the John F. Kennedy Center for the Performing Arts in
Washington, D.C. He is Director of both the Business Council for Sustainable Development and CBS
Inc. and Chairman of the Istitute for Advanced Study at Princeton University.

His selection to the Bank presidency follows his nomination by the White House earlier this month,
during which U.S. President Bill Clinton said, "Jarnes Wolfensohn has already had au extraordinary
career in finance and public service, spanning four decades and three continents... [He] has a
long-standing, broad and active interest in the developing world and development issues.. At a time
when the role and mission of and funding for the World Bank and other international financial
institutions are major issues, the deep respect Jim Wolfensohn already enjoys will allow him to serve as
a forceful advocate for the Bank and development issues."

Retiring Bank President Lewis Preston issued a personal statement that read, "We have known each
other a long time. He has proven himself to be a strong leader, and there is no doubt that the Bank will
prosper in his able hands. I look forward to an easy transition."

The Bank's executive directors accepted Preston's decision to retire with regret, with appreciation for his
leadership and with best wishes for his health.

Wolfensohn, upon announcement of his confirmation, said, "To follow Lew Preston is a privilege and a
responsibility. He has taken a number of initiatives which I will follow.. The Bank is a remarkable
institution. My wife Elaine and I look forward to dedicating the rest of our working lives to advancing
and developing its effectiveness for the betterment of all people."

As Bank president, Wolfensohn will be ex-officio chairman of the Executive Directors of'the IBRD and
IDA; ex-officio chairman of the Board of Directors of the IFC, MIA, and the Administrative Council of
the International Center for Settlement of Investment Dispute.
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journal
of the

UNITEDNATIONS

WEDNESDAY, 25 JUNE 1997 No. 1997/121 (PART I)

PROGRAMME OF MEETINGS AND AGENDA

SCHEDULED MEETINGS

Wednesday, 25 June 1997

GENERAL ASSEMBLY

Nineteenth special session

10 a.m. 5th PLENARY MEETING General Assembly Hall

Overall review and appraisal of the implementation of Agenda 21: debate [8]:

His Excellency Mr. Imata Kabua, President of the Republic of the Marshall Islands.

His Excellency Mr. Rafael Martinez-Monro, Minister of the Environment of Venezuela.

His Excellency Mr. Herizo Razafimahaleo, Deputy Prime Minister and Minister for Foreign Affairs of
Madagascar.

His Excellency Mr. Mamane Brah, Minister of Water Resources and the Environment of Niger.

His Excellency Dr. Ali Akbar Velayati, Minister for Foreign Affairs of the Islamic Republic of Iran.

His Excellency Mr. Martin Bartenstein, Federal Minister of the Environment, Youth and Family Affairs of
Austria.

His Excellency Mr. Sarwono Kusumaatmadja, Minister of State for the Environment of Indonesia.

His Excellency Mr. P. Mosisili, Deputy Prime Minister of Lesotho.

His Excellency The Honourable George W. Vella, MD, MP, Deputy Prime Minister and Minister for
Foreign Affairs and the Environment of Malta.

(continued overleaf)
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Note: The PROGRAMME OF MEETINGS AND AGENDA and the SUMMARY OF SCHEDULED
2MEETINGS of bodies other than those of the General Assembly at its fifty-first session appear in
PART II (English/French) of the present issue of the Journal (No. 1997/121 (PART II)).

His Excellency The Honourable Frank H. Watson, MP, Deputy Prime Minister and Minister of National
Security of the Bahamas.

His Excellency Mr. Pekka Haavisto, Minister of the Environment and Development Cooperation of
Finland.

His Excellency Mr. Costas Petrides, Minister of Agriculture, Natural Resources and the Environment of
Cyprus.

His Excellency The Honourable Vilisoni Cagimaivei, Minister of Urban Development, Housing and the
Environment of Fiji.

His Excellency Mr. Tawfiq Kreishan, Minister for Municipal and Rural Affairs and the Environment of
Jordan.

His Excellency The Honourable George W. Odlum, Minister for Foreign Affairs and International Trade
of Saint Lucia.

His Excellency The Honourable Rodney Williams, Minister of Tourism, Culture and the Environment of
Antigua and Barbuda.

His Excellency Mr. Soubanh Srithirath, Vice-Minister for Foreign Affairs of the Lao People's Democratic
Republic.

His Excellency Mr. David Peleg, Chairman of the Delegation of Israel.

Mr. Rubens Ricupero, Secretary-General of the United Nations Conference on Trade and Development.

Mr. Federico Mayor, Director-General of the United Nations Educational Scientific and Cultural
Organization.

Mr. Eugenio Clariond Reyes of the International Chamber of Commerce, speaking on behalf of the
Business and Industry Major Group.

Mr. James D. Wolfensohn, President of the World Bank.

3 p.m. 6th PLENARY MEETING General Assembly Hall

Overall review and appraisal of the implementation of Agenda 21: debate [8]:

c225EHis Excellency Dr. irp d Goncz, President of the Republic of Hungary.

His Excellency The Rt. Honourable Justin Malewezi, Vice-President of the Republic of Malawi.
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His Royal Highness Crown Prince Sidi Mohammed, Crown Prince of the Kingdom of Morocco.

His Excellency Mr. Albert Shabangu, Minister of Economic Planning and Development of Swaziland.

His Excellency The Honourable David Sitai, Minister for Foreign Affairs of Solomon Islands.

His Excellency Mr. Pham Gia Khiem, Minister of Science and the Environment of Viet Nam.

His Excellency Mr. Nandimitra Ekanayake, Minister of Forestry and the Environment of Sri Lanka.

His Excellency Mr. Juan Villarzu, Minister Secretary-General of the Presidency of Chile.

His Excellency Sheikh Amer bin Shuwain Al-Hosni, Minister of Regional Municipalities and the
Environment of Oman.

His Excellency Mr. Fritz Longchamp, Minister for Foreign Affairs and Worships of Haiti.

His Excellency Mr. Adyasuren Tsohio, Minister of the Environment of Mongolia.

His Excellency Mr. Abdulkader Bagamal, Minister of Planning and Development of Yemen.

His Excellency Mr. Valeriu Bulgari, First Deputy Prime Minister of the Republic of Moldova.

His Excellency Dr. Duri Mohammed, Chairman of the Delegation of Ethiopia.

His Excellency Mr. Philip Dimitrov, Chairman of the Delegation of Bulgaria.

His Excellency Mr. Arnulfo Fretes Escario, Vice-Minister of Natural Resources and the Environment of
Paraguay.

His Excellency Mr. Jugdish Rujoobar, Permanent Secretary of the Ministry of Environment and Quality

of Life of Mauritius.

His Excellency Dr. Ahmed Esmat Abdel Meguid, Secretary-General of the League of Arab States.

His Excellency Mr. Ibrahim Auf, Assistant Secretary-General of Organization of the Islamic Conference.

Dr. Nafis Sadik, Executive Director of the United Nations Population Fund.

Ms. Wangari Maathai of the Women's Environment and Development Organization, speaking on behalf
of the Women's Major Group.

Committees

AD HOC COMMITTEE OF THE WHOLE

OF THE NINETEENTH SPECIAL SESSION

cl 9 mnfor al consultations
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The World Bank
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NAME ROOM.NO.
Mr, Hany Assaad MC 11-133

URGENT PER YOUR REQUEST
FOR COMMENT PER OUR CONVERSATION
FOR ACTION NOTE AND FILE
FOR APPROVAL/CLEARANCE FOR INFORMATION

FOR SIGNATURE PREPARE REPLY

NOTE AND CIRCULATE NOTE AND RETURN

REMARKS:

We would appreciate if you could fax this brief (the right one) to Mr. Wolfensohn.
Our apologies for the mix up.
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Praful Patel J5-101 34250



Hotel and Telephone Listing
June 23-25, 1997

Mr. Ismail Serageldin Mr. Alfredo Sfeir-Younis
Sheraton: 581-1000 Cell: 917-84-2563

Pager: 322-0191

Kerri Poore Eivind Tandberg
Roosevelt Hotel: 661-9600, rm. 817 Roosevelt Hotel: 661-9600, rm. 1583
Pager: 829-2443 Pager: 322-0210

Samuel Rachlin Kristyn Schrader
Paramount Hotel: 764-5500 Paramount Hotel: 764-5500, rm. 1822
Cell: 202-374-2564 Pager: 322-0161
Pager: 829-2438

Andrew Steer Clare Fleming
Grand Hyatt: 883-1234, rm. 2236 Crowne Plaza: 986-8800, ri. 617
Cell: 917-842-2532 Pager: 322-0215

Lisa M. Wood Ken Newcombe
Hilton & Towers: 586-7000, rm. 3229 Office: 202-473-6010
Pager: 870-2507 Cell: 202-374-2641

Lou Scura
Crowne Plaza: 986-8800

Pager Instructions

Dial 1-800-759-8888
Enter pager number you wish to contact
Enter telephone number from which you are calling
Wait for confirmation



The
World

WWF Bank
News Release No. 97/ World Bank Contact: David Theis (202) 473-1955

WWF Contact: Lee Poston (202) 778-9536

WORLD BANK AND WWF JOIN FORCES
TO CONSERVE EARTH'S FORESTS

UNITED NATIONS, June 25, 1997-In a positive new move for the conservation of
the world's forests, the World Bank and WWF* have announced a strategic partnership to
promote a protected areas network of at least 10 percent of each of the world's forest types by
the year 2000 and the independent certification of 200 million hectares of forests as
environmentally well-managed by 2005.

During the United Nations General Assembly Special Session in New York, James D.
Wolfensohn, President of the World Bank, announced that, to reach the agreed targets, the Bank
will help establish 50 million hectares of new forest protected areas in its client countries and
bring an additional 200 million hectares of the world's forests under third-party certification by
the year 2005.

Despite lengthy consultations among governments and rising concern from the public
since the Rio Larti Summit, deforestation has increased dramatically in the past five years.

Tropical forests disappear at the rate of nearly one percent per year, with the annual
deforestation rate in the Brazilian Amazon increasing 34 percent since Rio. The Bank and WWF
believe this partnership represents concrete steps that will produce measurable results and reverse
the tide of deforestation.

The World Bank is the largest lender to developing countries for forest conservation and
management. WWF is one of the world's leading conservation organizations, working in more
than 100 countries. Within those countries, it has close working relationships with local
communities, nongovernmental agencies and the private sector. These qualities will allow the
organizations to work jointly on the four key areas of the partnership: protected areas; forest
certification; creating a coalition of interest groups involved in forest use and management; and
developing and encouraging creative, new methods of forest management and conservation.

WWF' fc -ests work is part of its 1,000-day Living Planet Campaign, designed to
persuade the worlu to save earth's most outstanding habitats and wildlife.

-###-

*WWTF is known as World Wide Fund for Nature, except in the United States and Canada, where it is known as

World Wildlife Fund.



JUN.17.1997 1:16PM WB ENVIRONMENT DEPT 202 477 0565 NO.186 P.5/30

Forward Header

Subject: World Bank Subsidizing Climate Change
Author: MIME:CWood@nrdc.org at INTERNET
Date: 6/16/97 6:10 PM
Sender: dwysham@ig.org

For Release June 17, 1997

New Study Reveals World Bank Subsidizing Climate Change

G-7-based Oil, Gas and Coal Corporations Profiting from "Poverty Alleviation"

Monies

At a time when greenhouse gas emissions are rising rapidly around the world, a

new report shows that oil, gas and coal projects financed by the World Bank,

whose majority control rests with the "Group of Seven" industrial nations, plus

Russia, will, over the life of these projects, release more carbon dioxide than

is now being produced per year by the entire planet.

"Changing the Earth's Climate for Business," a report by the Institute for

Policy Studies and the International Trade Information Service (U.S.), in
coalition with the Halifax Initiative (Canada) and Reform the World Bank

Campaign (Italy), examines fossil fuel projects financed by the World Bank

s tlhe Climate Convention was signed by most of the world's leaders in Rio

m1992. The report's findings show that the World Bank Group has not heeded

the warnings of Rio: Instead it has financed fossil fuel projects around the 7
world whose cumulative emissions contribute at least 36 billion tons of carbon

dioxide into the Earth's atmosphere; current annual emissions of carbon dioxide

for the planet are now about 28 billion tons.

"It is the pace of World Bank financing-- about 7 billion tons of carbon {2aer

dioxide per year--that is most shocking," said report co-author Daphne Wysham,

coordinator of IPS's Sustainable Energy and Economy Network. "This is not only

environmentally unsustainable--it is the height of hypocrisy for an institution

entrusted with poverty alleviation, sustainable development, and climate change

mitigation."

The World Bank is the world's largest development institution; it is also home

to the only global institution thus far established to mitigate climate change,

the Global Environmental Facility (GEF). The IPS study shows that the Bank

spends over 10 0 times as much on fossil fuel development as on the entire GEF (YJ I

budget for projects that "avert" greenhouse gas emissions.

The IPS research also shows that these same Bank-financed fossil fuel projects

reflect significant G-7 involvement: In over 90 percent of the procurement 8
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contracts awarded by the Bank for work in developing countries, G-7-based oil, C:e-Q+

gas and coal corporations have played a direct capital role, profiting JeCe

immensely off of monies intended for "poverty alleviation" and "sustainable
development" in the Third World, Climate change is expected to pose

particularly difficult challenges for the poorest people living on marginal
land in developing nations--whose standard iva g Wrld Bank lending is

supposed to improve. V/ a .

The report's findings, while staggering, do not account for all World
Bank-related greenhouse gas emissions--only those directly attributable to

coal, oil, and gas projects financed since the Climate Convention was signed
five years ago.

The Climate Convention places no restrictions on developing countries' C02
emissions, so that they may address the higher priority of poverty alleviation

among their populations. Yet the IPS study shows that this loophole is being
ex d for private gain by some of the world's most powerful corporations.

le, less than 9 percent of overall World Ban dending is devoted to
addressing the energy needs of the 2 billion impoverished people in rural areas
of the global South with no access to electricity or cooking fuels other than
wood, crop waste or animal dung.

This report, the result of a detailed investigation conducted by the Institute
for Policy Studies, is being released jointly, with three other

non-governmental organizations, The Halifax Initiative (Canada), the Reform the
World Bank Campaign (Italy) and the International Trade Infonnation Service

(US), and is available in German, Italian, and Japanese; its release is timed
to coincide with the G-7 Summit in Denver June 20-22, and at the UN General

Assembly in New York, the five-year anniversary of the Earth Summit at Rio,
June 23-28,

For additional information, contact:
Daphne Wysham, IPS. Phone: 202-234-9382, x208, Fax: 202-387-7915.
e-mail: dwysham@igc.apc.org
Jim Vallette, ITIS, 207-244-3106.
e-mail: itis@igc.apc.org
Robin Round, Halifax Initiative, Ottawa, 613/241-4611 e-mail: sierra@web.net

/ Francesco Maie, Reform the World Bank Campaign Phone: 39.6.24404212, Fax:
39.6.2424177. E-mail: frmartone@gn.apc.org

The full report is 134 pages. If you can read attached or binary files, please

send a request by e-mail for the full report. Otherwise, please send a check

for $10 ( $15 for Europeans to cover photocopying and mailing costs) to: IPS,
attn: SEEN, 733-1Sth St., NW, Suite 1020, Washington, DC 20005.
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The World Bank and the G-7:
Changing the Earth's Climate for Business

An analysis of World Bank fossil fuel project lending since the Earth Summit

Key Findings:
~0'o

1. Since the Earth Summit, the World Bank has funded projects that will add-

carbon emissions to the Earth's atmosphere equivalent to more than current

annual GLOBAL fossil fuel emissions. /

Since the Climate Convention, designed to limit grenhouse gas emissions, was

signed by most of the world's leaders at th992 Earth Summit in Rio de

Janeiro, the World Bank Group { l} h elped finance fossil fuel projects which

will, over their lifetimes, releas equivalent of more than the entire

planet's current annual cR emissions from fossil fuel burning. Our report
details $9.4 billion in B c commitments from F 993 to the present which, we

estimate on of at least 9.8 billion tons of

carbon (or 36 gigatons of carbon dioxide) over their lifetimes. In addition,

we examine pending commitments of $4.1 billion for projects that will release

an additional estimated 1.4 gigatons of carbon (5.1 gigatons of C02). These

estimates are conservative, and do not attempt to include all Bank-financed

projects (such as transportation loans or Russian coal mini ' o

so, this figure could increase by 10 times or mor . otal estimated global

emissions of carbon from fossil fuel consumption-- the single greatest

contributor to climate change -- were approximately 6.24 gigatons{2} in 1995

(28 billion tons of C02).

2. Although earmarked for development assistance and poverty relief, 9 out of

every 10 World Bank fossil fuel investments actually end up enriching

multinational corporations,

The fossil fuel projects financed by the World Bank boost sales and profits by
G-7-based{3} corporations: This report examines 51 Bank-financed fossil-fuel

power plants, 20 oil and/or gas field projects, 10 oil or gas pipelines, four
coal mining programs that involve more than 26 mines, and 2 oil refineries--for

a total of 87 fossil fuel projects. G-7 corporations, among them some of the

world's largest, like Exxon, Shell, Amoco and Westinghouse, are investors,

suppliers, contractors, or customers in at least 71 of these projects. Of the

remaining 16 projects, at least half are actively seeking foreign investors.

3. The poorest one-third of the planet get less than one-tenth of the World

Bank's energy investments while absorbing most of the environmental and social
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costs of fossil fuels.

The World Bgnk-financed fossil fuel-intensive energy development is powering
industrial expansion in developing countries, but bypassing the energy needs of

the rural poor: About 78 percent of the World Bank's energy portfolio is

devoted to oil, coal, and gas, most of which goes to power industry; while less

than 9 percent of overall Bank lending is devoted to helping the 2 billion

people in rural areas of the global South with no access to electricity or -

cooking fuels other than wood crop wastt or animal dung. {4} Although the

Worl-d Bank's mandate is to reduce poverty and promote sustainable development,

many of the Bank-financed fossil fuel projects significantly degrade the

environment and leave the rural poor worse off. Indigenous peoples and others db 3

living subsistence lifestyles are particularly hard-hit by this fossil
fuel-intensive development model.

4. The World Bank invests 100 times more money in promoting climate change than

in averting it.

The Bank (a over 100 times as much on fossil fuel investments than it does

on the entire GEF budget for projects that "avert" greenhouse gas emissions.

The budget for the World Bank-housed Global Environmental Facility --the key

global institution charged with financing projects that reduce greenhouse gas
emissions -- is dwarfed by the Bank's own fossil fuel investments.

5, The World Bank and the G-7 are undermining the spirit--if not the letter--of

the Climate Convention for profit.

The Climate Convention allows developing countries unrestricted use of fossil

fuels in order that they might address the overriding priorities of economic

and social development and poverty eradication. However, this loophole is

being exploited by multinational corporations, Northern
governments and banks who are continuing in a "business as usual"

fashion--emitting greenhouse gases and polluting local environments, while

failing to address the energy and economic needs of the poorest.

FOOTNOTES******** ******* **** * ** **,J-'C * * * ***

{1} The World Bank Group includes several institutions which provide
loans, credit, equity, guarantees and risk insurance for various projects.

These institutions include the International Bank for Reconstruction and

Development (IBRD), commonly called the World Bank, the International

Development Association (IDA), the international Finance Corporation (IFC), and

the Multilateral Investment Guarantee Agency (MIGA).

{2} International Energy Outlook April 1997, p. 138.



JUN.17.1997 1:18PM WB ENVIRONMENT DEPT 202 477 0565 NO.186 P.9/30

{3} The G-7 is a group of seven of the world's most powerful industrial
economies. These are Canada, France, Germany, Italy, Japan, the U.K. and the

U.S. Russia has become associated with the G-7 this year.

{4} "Energy for Rural Areas and the Urban Poor: A Strategy for
Developing Countries," April 1995, Power Development, Efficiency and Household
Fuels Division, Industry and Energy Dept., World Bank, p, 59.

To: Maria-Isabel Alegre
Robert T. Watson
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James D. Wolfensohn Talking Points

• The current state of the environment is cause for profound concern, with disappointing

progress since the call to action at Rio.

• There has been a positive shift at the national level, but a huge and pressing global

environmental agenda remains.

• Today the World Bank is announcing a series of actions in five areas which, if carried

out in partnership with governments, environment groups and the private sector, we

believe could make a real difference in tackling threats to the global environment.

• Climate Change

=> Not nearly enough has been done to date. Only 2 or 3 of the OECD countries

will meet their targets for 2000.

-> The Bank believes there could be greater progress if Joint Implementation

with crediting under the Convention becomes a practical reality.

-> Tens of billions of dollars could be saved annually by 2010 under this

voluntary mechanism, which need not imply emission limitations for

developing countries.

-> This savings must be shared equitably between our client countries and

the OECD countries.
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z Client countries could apply these savings as they choose to facilitate expanded

development financing and technology transfer.

-> These savings must also result in larger binding commitments to reduce

emission on the part of industrial countries.

-> The World Bank is willing to establish a Carbon Investment Fund after the

Kyoto meeting to make this happen.

• Biodiversity and Forests

e inviting the CEOs of some of the world's leading forest product

companies and conservation groups to join together in a campaign to

transform the marketplace;

Forest and Marine Market Transformation Initiatives: to move the forest

and marine products industries to a truly sustainable base; and

rz Bank/WWF Alliance for Forest Conservation: Bank and WWF are

establishing a global alliance for forest conservation and sustainable use.

(Recognize Claude Martin, Director-General of the WWF International, and

Kathryn Fuller, President of the WWF US, in the audience.)

• Ozone Depletion

-> The Bank, in collaboration with production factories and the Russian

government, has developed a plan to eliminate all CFC production in Russia

by the year 2000.
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" Desertification

-> We offer to assist the Desertification Convention-in partnership with others-

in establishing mechanisms for mobilizing financing and coordinating

implementation.

-> Addressing desertification is essential for poverty reduction and food security

in developing countries.

-> The Bank is already the largest financiers of drylands investment, but we can

and must do more. (Since 1990, 165 projects at a cost of US$9.1 billion.)

z Through our new Rural Strategy we are helping introduce improved

agricultural techniques to stem the spread of further desertification and restore

degraded land.

• Water

-> Many of the speakers at UNGASS have referred to water as a growing crisis.

We agree with this assessment.

z The Bank and the UNDP helped establish the Global Water Partnership in

1996 as a key instrument to address the growing crisis. We are committed to

make this work.

• New Money for the Global Environment Facility (GEF)

-> The GEF must be generously replenished with new money this year to allow

it to continue its vital work of financing environmental project in developing

countries.
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James D. Wolfensohn
Remarks to the United Nations Special Session

June 25th 1997
TOWARDS GLOBAL SUSTAINABILITY

1. Mr. President, Mr. Secretary-General, Distinguished Heads

of State, National Delegates, and colleagues from the U.N.

system.

2. Five years ago in Rio, governments from around the world

came together and committed themselves to a more equitable

and sustainable world.

3. Five years later the picture is very mixed. As an institution

dedicated to reducing poverty, we at the Bank are more aware

than ever of the continuing link between the degrading

environment and the poverty still afflicting so many of the

world's people. Less than a quarter of the world's people

consume three-quarters of its raw materials, while 3 billion

people still live on less than $2 a day.

4. At the global level we have not achieved our objectives.
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5. Today, however, at the national level, we have seen a highly

positive shift toward environmental responsibility, with a third

of our client countries implementing national environmental

strategies.

6. On a positive note, the GEF has become an effective

financing mechanism to address global environmental issues. It

must be replenished generously this year. The World Bank, as

an implementing agency for the GEF and Montreal Protocol and

in its own lending portfolio, has worked to help countries fulfill

their global commitments, but is committed to doing more, as I

believe we all must. Today I will outline a plan of action in 5

areas where I believe the Bank - working in partnership with

many of you here - can make a real difference.

7. First on Climate Change. Progress has clearly been

inadequate. Only 3 of the OECD countries are likely to reach

their non-binding commitments under the Convention for the

year 2000. It is essential that at the Kyoto meeting later this year

industrial countries make a strong commitment to significantly

reduce greenhouse gas emissions -- and that these commitments

be implemented.
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8. Continued global warming is in nobody's interest but the

simple facts of the matter are that the developing countries will

suffer the most damage, and their poor will be at an even greater

disadvantage. I see the Bank's role in Climate Change as

providing every opportunity to developing countries to benefit

from the huge investment the OECD must make in reducing

climate change.

9. I believe that progress would be facilitated if Joint

Implementation with crediting were permitted under the

Convention. I recognize that this is a sensitive issue, but I believe

the gains for both the global environment and our client countries

could be substantial. Under this voluntary mechanism, which need

not imply aggregate emission limitations for developing countries,

tens of billion of dollars could be saved annually by 2010. Of

course, the savings must be shared equitably between our client

countries and the OECD countries. Developing countries could

apply these savings, as they choose, to facilitate expanded

development financing and technology transfer. These savings

must also result in larger binding commitments to reduce emissions

on the part of industrial countries.
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10. To help make these gains a reality, the World Bank would be

willing to launch a Carbon Investment Fund, should Parties to

the Convention find this helpful.

11. In addition, to promote renewable energy, we are exploring

a broader strategic partnership with the GEF and other financiers

that would move us towards a large-scale program of renewable

energy investment.

12. Second, on biodiversity; we simply won't succeed unless

environmental values can be reflected in the marketplace.

13. With this in mind, the Bank is creating "Market

Transformation Initiatives" with the private sector and NGOs to

move the forest and marine products industries to a truly

sustainable base.

14. As a first step, I am inviting the CEOs of some of the

world's leading forest products companies and conservation

organizations to join forces with the Bank to arrest the current

unacceptable rate of forest degradation.

15. I am also pleased to announce a global alliance between the

Bank and WWF to help arrest the loss of forests globally. We
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are committed to work together, and with others, towards

achieving by the year 2000 a representative network of protected

areas amounting to at least 10% of each of the world's forest

types. And, in Bank client countries we will strive to achieve an

additional 50 million hectares of forest ecosystems under strict

conservation, and an additional 200 million hectares of tropical,

temperate and boreal forests under genuinely sustainable

management with independent certification, by the year 2005.

16. Third, let me turn to ozone depletion - the major bright

spot in dealing with global environmental issues - but even here,

much more needs to be done.

17. A major remaining challenge is to eliminate CFC and other

ozone-depleting substance production in Russia. This accounts

for nearly half of remaining CFC production world wide and,

through illegal smuggling to other countries, is threatening to

undermine the effectiveness of the Montreal Protocol.

18. The Bank, in collaboration with the Russian CFC producers

and government, has developed a program to eliminate CFC

production in Russia by 2000.
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19. We now need to complete the necessary fund raising, and

we seek your support in this critical endeavor.

20. Fourth, addressing desertification is essential for poverty

reduction and food security in developing countries.

21. The Bank is already the largest financier of drylands

investment, but we can and must do more.

22. We have embarked upon a revitalized Rural Strategy -- in

which the links between poverty and land degradation are given

special emphasis. We are helping introduce improved

agricultural techniques to stem the spread of further

desertification, and to restore degraded land.

23. We offer to assist the Desertification Convention -- in

partnership with others -- in establishing mechanisms for

mobilizing financing, and coordinating implementation.

24. Fifth, the water crisis. Twenty countries now are water

scarce or stressed, and the number will double by 2020.

25. Developing countries will need to invest about US $600

billion over the next decade on water. The Bank expects to lend
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about US $35 billion during this period, following the Dublin

principles.

26. The Global Water Partnership offers an opportunity to solve

water issues in a more holistic way, and to raise additional

financial resources. We are committed to make this work, and to

continue working in partnership on the Regional Seas Programs.

27. In all these areas, the World Bank will work in

partnerships with others.

28. We will expand our work with the private sector to promote

practical business opportunities for sustainable development.

29. We will join others to promote higher standards of

environmental and social performance for private and public

investments around the world. As an example, with the World

Conservation Union, we are launching an International Advisory

Commission on Large Dams to help raise standards for all large

dams.

30. I recognize that we must work harder to make absolutely

sure that our own house is in order.
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31. With this in mind I would like to inform you of two

important changes in our own organization.

• First, we will be consolidating the supervision of our

environmental and social activities across the entire World

Bank Group including IFC and MIGA. With our private

sector operations assuming greater prominence, it is vital that

all of our activities have the same high standards.

• Second, we will be establishing a stronger system of

compliance monitoring for environmental policies within our

own operations. Details will be announced in the near future.

32. Mr. President, Mr. Secretary-General, Distinguished Heads

of State and colleagues, the growing global problems of climate

change, biodiversity, forest loss, desertification and water are

seriously threatening the long-term development of many of our

client countries - with the poor paying the highest price.

33. These are not fringe activities. They are central to meeting

human needs and reducing poverty. I wholeheartedly commit the

Bank to do all it can to forge a global partnership to promote

equitable approaches to global environmental issues, and to do so

quickly. Time is not on our side. This agenda cannot afford to wait.
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WORLD BANK AND WWF JOIN FORCES
TO CONSERVE EARTH'S FORESTS

UNITED NATIONS, June 25, 1997-In a positive new move for the conservation of
the world's forests, the World Bank and WWF* have announced a global alliance for forest
conservation and sustainable use.

Both organizations share concern for biodiversity, climate change, deforestation and

forest degradation, and recognize the urgency of dealing with these problems. Both groups agree

that their effectiveness would be greatly increased through a strategic partnership which takes

advantage of common goals and skills.

In the alliance, the two organizations agree that:

a network of protected areas should be established across both developing and developed

countries, which would include at least 10 percent of each of the world's major forest types

by the year 2000; and

large areas of natural forest in developing countries and transitional economies should be
brought under real sustainable management. The Bank and WWF believe that, with a

concerted program, it should be possible to increase the area under sustainable management

from a negligible area today to 100 million hectares of temperate and colder, northern forests

and 100 million hectares of tropical forests by the year 2005.

During the United Nations General Assembly Special Session in New York, the World

Bank announced that, to reach the agreed targets, the Bank, in partnership with WWF and other

conservation organizations, would stand ready to assist client countries to establish an additional

50 million hectares of new forest protected areas and bring an additional 200 million hectares of

the world's forests under independent certification by the year 2005.

Despite lengthy consultations among governments and rising concern from the public

since the Rio Earth Summit, deforestation has increased dramatically in the past five years.

*WWF is known as World Wide Fund for Nature, except in the United States and Canada, where it is known as

World Wildlife Fund.
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Tropical forests disappear at the rate of nearly one percent per year, with the annual

deforestation rate in the Brazilian Amazon increasing 34 percent since Rio. The Bank and WWF

believe this partnership represents concrete steps that will produce measurable results and reverse
the tide of deforestation.

The World Bank is the largest lender to developing countries for forest conservation and
management. WWF is one of the world's leading conservation organizations, working in more

than 100 countries. Within those countries, it has close working relationships with local
communities, nongovernmental agencies and the private sector. These qualities will allow the

organizations to work jointly on the four key areas of the partnership: protected areas; forest
certification; creating a coalition of interest groups involved in forest use and management; and

developing and encouraging creative, new methods of forest management and conservation.

WWF's forests work is part of its 1,000-day Living Planet Campaign, designed to

persuade the world to save earth's most outstanding habitats and wildlife.

WWF/Bank Forestry 2 of 2
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Global Carbon Initiative

W Backgrounder
WORLD BANK AND THE ENVIRONMENT

Background

There is increasing evidence that human activities have caused, and continue to cause climate change.
Last year, in a global study on climate change, scientists concluded that fossil fuel combustion and
changes in land-use like agriculture and deforestation are increasing concentrations of greenhouse
gasses, and thus altering the Earth's climate.

164 countries have now ratified the United Nations Framework Convention on Climate Change
(UNFCCC). In Kyoto, later this year, a conference of all convention signatories is expected to result in
formal commitments by OECD countries and those with economies in transition, to reduce emissions of
green house gas (GHG) emissions as part of the terms of a new Kyoto Protocol to the Convention. It
could also allow for international collaboration in reducing GHG emissions among these countries, and
also with some developing countries but on a voluntary basis. The cost of reducing GHG emissions in
OECD countries without trading is estimated to be significantly higher than with trading.

The Carbon Offset Investment Business

If bound by the "Kyoto Protocol", OECD countries could limit their emissions by financing more
expensive curbs on their domestic activities and, if permitted by the Protocol, by financing some GHG
reductions outside their own borders and getting credit toward their overall reduction figures. In this
case, the OECD would pay for such reductions in another country only where the cost for reducing
emissions is lower. The existence of supply (carbon offsets in the non-OECD countries) and demand
(obligated OECD countries) thus creates a market for the buying and selling of carbon offsets. Hence,
there are four key requirements needed to set up a carbon offsets market:

• Commitment among the OECD countries to binding emissions reductions;

• High carbon abatement costs in OECD countries and low carbon abatement costs in the non-OECD
countries;

• Convention agreement that OECD countries can receive "credit" toward their own reduction
obligations for carbon offsets purchases from the economies in transition and/or developing
countries; and

• Offsets must be verified by a competent international authority in order for them to be valid and
marketable.

A carbon offset trade would include the actual cost of abatement as a form of capital investment and
related costs associated with the project itself and a resource rent which flows to the supplier (benefit to
non-OECD partners). The resource rent is based on the expectation that deals would be negotiated at
prices lying between the direct costs of the offset sellers and the alternative costs of the buyers. For
instance, a domestic abatement option in an OECD country could have a cost of $60/ton and an
international abatement option could be an investment in a project whereby the costs are low at $20/ton.
The result is a surplus of $40/ton which would be shared by the buyer and seller. The potential market
for carbon offsets is large. ECON, a Norwegian consulting firm, estimates that the 2005 market could
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range from $3-16 billion in traded offset value alone. Total investment costs are typically four times the
offset value.

The Carbon Investment Fund

As part of the Global Carbon Initiative, the World Bank is exploring the establishment of a Carbon
Investment Fund (CIF). The Bank, through the CIF, could provide a mechanism whereby buyers and
sellers of carbon offsets could efficiently invest in a pool, or fund, of carbon offset investments managed

by the Bank. The CIF would act as a market intermediary by obtaining funds from investors (primarily
from private sector entities in industrialized nations and governments which have binding emissions
reduction obligations) and investing these funds in projects which would result in carbon emissions

reductions in client countries (primarily economies in transition or developing countries, if permitted).
The funds could be utilized to finance more climate friendly (less carbon intensive) regular Bank and
IFC projects and the atmospheric carbon resource rent.
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Partnership for Renewable Energy

Backgrounder
WORLD BANK AND THE ENVIRONMENT

Background

The Bank could create a powerful alliance with the Global Environment Facility (GEF) by
allocating a portion of its energy lending to renewable energy, in order to:

• reduce the risks of climate change and simultaneously reduce local air pollution;

• adopt cost-effective clean technologies; and

• pave the way for countries to adopt a sustainable energy future.

If the Bank committed about $600 million per year, or 20 percent of its total energy lending for
five years, and agreed with the GEF for incremental funding of $150 million per year, it could
take the lead in the financing and promoting of large-scale renewable energy programs. These
could produce substantial long-term economic returns and boost sustainable development. This
effort would complement the Bank's traditional involvement with commercial energy which is
mostly geared towards making the economic and business sectors more attractive to private
investors, financing commercial energy, and providing policy advice on making the industry
more efficient.

Features of the Initiative

This initiative would have unique features:

• It would look to reduce the costs of renewable energy technology by being the major global
financier for solar, wind, and biomass renewable energy technologies. It would also promote
markets in developing country markets by providing technical advice on how they might
adopt renewable energy; and

• It would provide creative marketing and investment opportunities, including merging smaller
markets into one big market to reduce the costs of long-term financial commitments and to
facilitate investment in manufacturing joint ventures, and to assess the policy and information
obstacles to better market development.

Projects would be required to be fully country-driven and in accordance with country assistance
priorities. Competition for these resources between countries and their energy companies would
result in high quality projects. Within the joint program, assistance would be needed for research
and development, especially in those countries that may be interested in setting up a domestic
manufacturing capacity. The program should also provide additional matching financing from
other organizations such as the International Finance Corporation (IFC), foundations, and, on a
more modest scale, non-governmental organizations.



Market Transformation Initiatives

Backgrounder
WORLD BANK AND THE ENVIRONMENT

Market Transformation Initiatives (MTIs) are partnerships between non-governmental
organizations, private enterprise, development financiers, and private foundations with the aim
of transforming market behavior to include environmentally and socially sustainable practices.

MTIs can be valuable by working together, to accelerate the rate at which the market
embraces sustainable practice. MTIs are also valuable to the Bank. Its development work can
be made more effective by taking advantage of the resources and specialties of the other
partners.

MTIs are characterized by:

" Strategic coalitions promoting the objective of sustainable use of a particular natural
resource such as global forests, or coral reefs.

* Partnerships between private sector companies, NGOs, and development financiers
(including bilateral agencies and philanthropic foundations) that can provide advice or
financing for largely private sector investments which demonstrate sustainable practice.

• Flexible, informal consultative mechanisms which operate cheaply and without bureaucratic
red tape.

The "product" of MTIs in a particular market-place and segment (e.g., producers and
consumers of timber products from Russia's Eastern European forest, or live fish from
Indonesia's coral reefs) should be:

• quantifiable change to sustainable practice in a specified time frame, such as achieving
independently certifiable sustainable forestry of 50 percent of the market from zero over a
five year period;

" each member of the coalition agrees to be held accountable for the targeted market
transformation; and

" strategic alliances between the Bank, governments, the private sector, and NGOs to achieve
significant and measurable contributions to the desired market change.

An example of an MTI is the Forest Market Transformation Initiative (FMTI): Objectives
include transforming global timber markets to sustainable practice, focusing on the main
frontiers of'forest loss in the Congo Basin, Papua New Guinea, Guyana, Indonesia, and Russia's
European' forests. It is active in pioneering funding ("green carrot") financing packages to
stimulate sustainable practice in timber harvesting, and to improve understanding of alternative
timbers. Global FMTI partners include the Strategic Environment Advantage, MacArthur
Foundation, Collins Pine, B&Q, Seven Islands Timber, WWF, WRI, and the Rain Forest Action
Network.
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Similar MTIs under consideration include:

Photovoltaic Market Transformation Initiative (PVMTI): This MTI uses environmentally
and socially friendly technology to drive sustainable development of the global energy sector.
Designed by the World Bank Group, carried out by the International Finance Corporation (IFC),
and financed by the GEF, the PVMTI represents a strategic coalition of groups involved in solar
energy, including private companies, development financiers, and private foundations, working
with local coalitions of private investors, associations, NGOs, and governments in each target
market. In the first phase of the PVMTI, a US$30 million grant was approved by the GEF
Council in October, 1996, to support competitively tendered solar energy projects in India,
Morocco, and Kenya. These funds will reduce obstacles to PV market development and attract
additional private investment for new and expanded PV energy supply. A second phase of the
PVMTI is expected to target market development in 3 additional countries.

Hydrocarbon Refrigerant Market Transformation Initiative: This MTI takes the form of the
Global Hydrocarbon Refrigerant Market Barrier Review and targets the global market for
alternative environmentally sustainable refrigerants. This market is driven by the Vienna
Convention to protect the Ozone layer, and its funding for developing country signatories is
provided by the Montreal Protocol's Multilateral Fund. Choosing technology for alternative
ozone-friendly refrigeration includes substances that may have an enduring impact on climate
change. Therefore, the Bank and other groups want to support alternatives that have the lowest
overall impact on the global environment, i.e., are both ozone-friendly and do not produce
climate change. The strategic coalition of market transformation in this initiative includes the
German and Swiss Governments, the Bank, and NGOs such as Greenpeace.

Marine Products Market Transformation Initiatives: The World Wildlife Fund (WWF) and
Unilever (which has 40 percent of the global seafood market) have formed the Marine
Stewardship Council (MSC) to define and certify sustainable practice in the seafood industry.
WWF and the Bank have agreed to explore forming MTIs targeted at leading the change towards
sustainable production and harvesting practices in areas where the Bank Group is or can be active
with its expertise, project portfolios, and relationships with its clients. Market segments under
review for targeted Marine MTIs include shrimp and other coastal fish, inshore fisheries, and
coral reef live fish markets.

Solar Development Corporation: Under the direction of the US Energy Department, the World
Bank Group, and the Rockefeller Foundation have designed a Solar Development Corporation
(SDC) to accelerate development for solar energy, complementing the PVMTI (above) and the
IFC's GEF-supported Renewable Energy and Efficiency Fund. The SDC is to be a stand-alone
company which will act as both a business developer and financier of PV operations to make
them commercially sustainable.
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Russian Phaseout of CFCs

Backgrounder
WORLD BANK AND THE ENVIRONMENT

Background

Russia continues to produce Chlorofluorocarbons or CFCs, a situation which seriously threatens our
efforts to carry out the Montreal Protocol on ozone layer protection. It feeds a black market trade
worldwide, which, in the process, undermines efforts to phase out CFCs in OECD countries. Russia's
production capacity is more than half of the world's remaining capacity.

In November 1996, in response to a World Bank request, US Vice-President, Al Gore agreed to allocate
US$6 million to an initiative to halt all CFC production in Russia. The US has been an active partner
with the Bank in reaching agreement with the Russian Government through the Gore-Chernomyrdin
Commission and in urging other donors to contribute (Canada, Japan, Germany, Italy).

The Bank has taken the initiative to close off this source of ozone destruction and has reached an
understanding with the Russian Government and private CFC producers to phase out the chemicals over
an 18 month period.

Status of the Initiative

The Bank has secured formal agreements from the Russian Government and all seven Russian CFC-
manufacturers that they will close CFC production in exchange for compensation worth US$24 million.

Total funding required for the initiative is US$27 million. This includes US$24 million to compensate
CFC producers for closing down their factories, plus US$3 million for technical assistance, verification,
and administrative costs.

Formal and informal commitments from donors have so far reached US$15 million, leaving a shortfall of
US$12 million.

The Russian Government has offered to use existing World Bank environmental project funds for part of
its technical assistance costs. However, because of procurement limitations, this may only contribute
US$1 million.

The Bank's paperwork for the project has been completed as much as possible. It is now waiting for

funding commitments to materialize.

In a letter to OECD Foreign and Environment Ministers on June 4, 1997, World Bank Group President,
James D. Wolfensohn, noted that the Bank and the Russian government have done all that can be

realistically expected without getting the total funding required. Wolfensohn asked for the Ministers'
advice on how best to proceed if the full US$27 million cannot be raised.



L& Desertification

Backgrounder
O WORLD BANK AND THE ENVIRONMENT

Background

Desertification and drought are global problems that affect more than 900 million people in 100
countries. Forty-one percent of the world's total land area is being wholly or partially lost to
desertification or degradation including almost three-quarters of all grazing land.

These conditions are largely caused by poor land management, aggravated by prolonged periods

of drought. Expanding desert coupled with drought harm sustainable development because of

their impact on poverty, poor health and nutrition, lack of food security, and other problems

associated with migration and population shifts.

The Desertification Convention

Building on concern voiced at the Rio Summit in 1992, a convention to combat desertification

was adopted in 1994, and now ratified by eighty countries. A Global Mechanism (GM) was set

up to help signatories of the Convention mobilize financial help. To be successful, the GM will

need to draw on the strength of its steering organization(s)-still to be selected-which must

have experience in managing natural resources, mobilizing financial support with emphasis on

innovative funding mechanisms, and access to authoritative information and contact networks.

Other Institutions' Activities To Combat Desertification

In addition to the World Bank, the United Nations Development Programme/United Nations

Statistical Office is among the largest donor agencies helping to combat desertification: between

1992 and 1996 it supported projects in some 130 countries worth $1 billion, mainly funded by
trust funds from Denmark, Norway, France, and other countries. IFAD's program, which is

aimed at grassroots agricultural development, has made a major commitment to combating

desertification, with 42 projects in 24 countries costing more than $700 million. The Food and

Agricultural Organization, operates more than 200 projects in 30 countries, with a strategy that

conserves undamaged or slightly degraded lands; regenerates moderately damaged areas; and

restores badly degraded lands.

Current and Future Role of the World Bank

The.World Bank has been very active in helping countries combat desertification. During 1990-

95, the Bank financed 108 projects to improve natural resource management in affected areas, at

a total cost of $6.8 billion, in addition to underwriting and extra $13.4 billion. Since 1995 the

Bank has added 57 more projects worth $2.3 billion, while underwriting an additional $2.7

billion.
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Bank lending should support the objectives of the Desertification Convention, including policies
and practices that reverse soil degradation. This is an important component of the Bank's new
strategy on rural development. Africa should be the priority, since this is where the effects of
degradation and desertification are most extensive and where the impact on the poor, especially
subsistence farmers, is greatest. The Bank should play a leading role in making sure the
convention works, especially in Africa.

The Bank stands ready to help the Desertification Convention, in partnership with others, to help
mobilize finance, carry out its obligations, and enforce them.

Prepared by External Affairs, June 20, 1997

*Convention to Combat Desertification in Those Countries Experiencing Serious Drought and/or
Desertification, Particularly in Africa.
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Water

Backgrounder
WORLD BANK AND THE ENVIRONMENT

Background

More than a billion people lack access to adequate supplies of water and close to two billion people
suffer from poor sanitation. Millions of people, especially children, die each year from contaminated
water. Its quality in developing countries is generally poor and getting worse. In many areas, lack of
water, not land, will be the main obstacle to better agricultural production and food security.

In the 1990s, there has been considerable alarm about matching rising demands for water with its limited
supplies, and doing so without further damaging the environment. It has become clear there is an urgent
need for more effective management of water resources to avert a worldwide 'water crisis'.

The Dublin Principles and Rio

An "international conference on water and the environment", held in Dublin in 1992 just before the Rio
Earth Summit, was attended by over 100 countries. The meeting produced a remarkable consensus on a
number of principles which should be followed in managing water. The so-called "Dublin Principles",
which were incorporated into Agenda 21, are as follows:

* fresh water is a finite and vulnerable resource, essential to sustain life, development, and the
environment;

* water development and management should be based on a common approach, involving users,
planners, and policy-makers at all levels;

• women play a central part in the provision, management, and safeguarding of water; and

* water has an economic value and should be recognized as an economic good.

The World Bank Water Resource Management Policy

The Dublin Principles have subsequently had a wide impact on water policies at the international and
national levels. For example, the World Bank's Water Resources Management Policy Paper of 1993 is
consistent with, and builds on, the Dublin Principles.

The Global Water Partnership

"Partnership" and "collaboration" are major themes of the new consensus on how water should be
managed. The Bank has actively promoted new forms of partnership aimed at translating the Dublin
Principles into action on the ground. For example, the Bank actively takes part in the Global Water
Partnership (GWP), which helps developing countries put the Dublin Principles into practice. The goals
of the GWP are to ensure that this process produces good results for both developing country
"recipients" and for "donors". The GWP has had a promising first year, initiating substantial programs
in Southern Africa and South East Asia.
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Europeans Challenge U.S. at UN Environmental Summit
CU T b N OSNffFm DNec or to any specific timetable of targets. States, the world's No. I polluter, would said the initiative would focus on mea- cent. Fresh water is increasingly scarce.UNITED NATIONS, New York Ea The world, Mr. Kohl said, has an take the lead in setting environmental ures aimed at protecting the climate and Forests are being lost at a rate of 55,000uopean leaders opened a UN Earth "opr"nat to ae Y or fo ere.twadanactinhlanforforests as well as problems of urban, square miles (142,450 square kilome-toumait here Monday with a challenge war a e New York conference, promised anaction plan for"EarhSum- development. ters) per year. On the development side,to a reluctant Washington to accept firm where leaders and envoys from 170 na- mit Plus 5." Looking back over the five years since the number of people living on less thanmtargets for reducing carbon dioxide to tions have gathered to review progress The German chancellor was joining Rio, the conference chairman, Razali Is- $1 a day has edged above 1.1 billion. -combat global warming. on the environment and Third World with Brazil, South Africa and Singapore mail, said bluntly that progress has been, In closed-door, presummit talks, dip-"We in Europe have put our cards on develo ment since the 1992 Earth Sum- to draft a plan for adoption by the UN paltry. "We face a major recession - lomats debated what conclusion to reach'the table," Prime Minister Tony Blair of mit in io de Janeiro. session "to achieve concrete progress not economic, but a recession of spirit," in the political statement that will end the

plertadingsaid t istn for thespolw B"We are all in this together," Mr. on key issues." The centerpiece was the Malaysian diplomat said. "We con- summit: Is the environmental outlookpleading to stop and for others to follow Blair said. "No country can opt out of understood to be a proposal for a new tinue to consume resources, pollute, "worse" than five years ago, or "not*Msuit." global warmin or fence in its own World Environment Organization. spread and entrench poverty as though much better"?m. Blair, seconded by Chancellor private climate. "By making this personal conmit- we are the last generation on Earth." Such duels over language were the
H-elmut Kohl of Germany and other The Europeans pressed their case de- ment, we seek to lend the worldwide In 1992, governments endorsed the easy part. The harder negotiations were'European government chiefs, urged spite having failed this weekend, at the protection of the natural sources of life goal of "sustainable development" - expected to herag on through the weeksuminit participants to endorse the Euro- Denver summit of industrial nations, to and the idea of sustainable development developing the global economy to benefit over global warming and other morean Union's proposal to cut carbon win U.S. agreement on specific reduc- additional impetus and thus also to help all while protecting the environment concrete issues.oxide and other "greenhouse gases" tion targets for greenhouse gases. make this special session of the General But the steps that summit agreed upon . Governments agreed two years ago toby 15 percent below 1990 levels, with a Earlier, Vice President Al Gore, wel- Assembly a success,o Mr. Kohl said. were mostly voluntary, in reducing such produce by late 1997 a new treaty oneadline of 2010. coming delegates to the New York sum- Mr. Kohl was due to give more details greenhouse gases as carbon dioxide, for global warming requiring industrial na-Governments are negotiating a new mit, declared that "we must act" to limit of the four-nation partnership at a news example, to combat global warming, and tions to cut back greenhouse gas ens--reaty to impose legally binding cut- emissions of gases that trap the Earth's conference later with President in better preserving forests. sions.backs in greenhouse gases. But so heat. But he offered no specifics . Fernando Henrique Cardoso of Brazil, Te record since then is spurring calls A U.S. Senate majority says it willfar the Clinton administration, under President Bill Clinton will speak on, Deputy President Thabo Mbeki of South for tougher, mandatory actions. Carbon block any treaty that does not also man-pressure from U.S. industry and a skep- Thursday Africa and Prime Minister Gob Chok emissions have actually increased - in date reductions by China and other de-,tjcal Congress, has balked at committing Many delegates hoped the United Tong of Singapore. Brazilian officials the United States by more than 13 per- veloping countries. (AP, Reuters)

Clinton's Class LIBERIA: HurtlingClin on'sC . assContinued 
from Page 1 r

I c' 
ginning Tuesday, election officials are to

-sregister the entire country in a 10-day r
period - even though many Liberians IA nnoyslost all identity documents in the war.Some 

Liberian 

intellectuals 

and for-

eign aid workers voice hope that even an
imperfect election might yield a gov- vPARIS - Inspiin to some, ui- \ 
ernment with enough credibility to de- cI S o Inirig t soter, sit militarize Liberian politics. "Hopefully,

Bill Clinton's lessons in economics and this could create the conditions for a real abl Clinton sons in weeenoc ad election" in a year or two, said a Liberi- c
job creation at a weekend Group of ~ V ~an working for a Western a ency. ti
Seven summit meeting in Denver drew an wrng orn a te agec timixed reviews in Europe on Monday. ri But many warn that theelection risks cThere was no dispute that the main reigniting the war. For several months, a
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The World Bank
Washington, D.C. 20433

Oilee of

James D. Wolfensohn
President

Tel.: (202) 473-0524
Fax.: (202) 522-1677

FACSIM[LE TRANSMITTAL FoRM

DATE; June 24, 1997 No. of Pagcs: to

TO: Ms. Caroline Anstey (mnluding this page)

A Guest at the Sheraton Russell Hotel

FAX #: (212) 889-3193

FROM: Hany Assaad
Assistant to the President

Caroline,

Kindly forward the attached (2) documents to Mr. Wolfensohn. The note from Caio, "Unitcd
Nations Development Operations: Measures and Proposals", has an attachment which was faxed to
Mr. Wolfensohn yesterday.

Best regards,

Hany
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The World Bank
Washington, D.C. 20433

U.SA

CAIO K. KOCH-WESER
Managing Director

June 24, 1997

Mr. James D. Wolfensohn

Jim,

Re: United Nations Development Operations: Measures and Proposals

I will not be at your Wednesday meeting with Maurice, but wanted to comment
on his proposals for UN Development Operations (copy attached).

Two of the proposals refer to the Bank:

• "That the assistance provided, respectively, by the United Nations and the
World Bank be better rationalized with the United Nations focusing on
technical cooperation and the development of national capacity and the
World Bank focusing on capital assistance and its lending programs."

• "A Task Force under the joint leadership of the Head of UNDG and the
President of the World Bank will be constituted to look into the possibility of
the creation of a Social Development Fund and the use of grant resources
channelled through the United Nations system being utilized to guarantee
debt issues such as bonds for social development projects."

The first, if strictly implemented, would constitute a dramatic retrogression in the
Bank's operations - back to their early focus on lending and bricks-and-mortar
approaches to development.

The second would duplicate already existing Bank capacity - via JDA - to
make grants available to countries that are too indebted to afford even credits.

The bottom line is that we think neither makes sense. You may want to indicate
this in your conversation with Maurice.

Attachment

cc: Messrs. Kaji, Sandstrom, Malloch Brown
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THE WORLD BANK GROUP
Resident Mission in the West Bran aed Gaza

P.O. Box 54842, Jerusalem

West Bank Office: Telephonm (972-2) 57465D0 * FaX (72-2) 574643
Gaza Office: Telephone (972-7) 524-746 w FaX (972-7) 524-406

FACSIMILE COVER SHEET AND MESSAGE

DATE: June 24, 1997 PAGES: 8 (including cover sheet)

TO: Mr, Hany A. ASSAAD FAX NO.: +1 202-522-1677
Tide: Assistant to the President
Organization World Bank

City: Washington D.C.

FROM: Judith PRESS FAX NO.: +-972 2-574-6543
Title; Senior PSD Officer Telephane: +972 2-574-6535
Dept/Div: MNCWG

SUBJECT: Notes for Mr. Wolfensohn's converstion with Minister Sharuasky regarding the
Gaza Industrial Estate Project

MESSAGE:
Dear Hany.

Odin Knudsen has asked me to send you notes to be forwarded to Mr. Wolfensohn in
preparation for his Telephone conversation with Israeli Industry and Trade Minister
Sharansky.

Please find attached:

• A 1-page note entitled "Gaza Industrial Estate Projec', with summary project
information, but focusing on the issue we hope Mr. Wolfensohn will address with
Minister Sharansky,

a A I-page note entitled "Security, Access and Shipping Package", which we wit
out yesterday to the Palestinians, Israelis, and Amcricans; and

a A 5-page note, also entitled "Gaza Industrial Estate Project", providing fuller
background and project information, should Mr Woifensohn wish to refer to it.

Thank you very much in advance for your assistance in ensuring that these reach Mr.
Wolfensohn as soon as possible.

Regards,

Judith Press

Transmission authorized by: authorizaTion

i you experience any problem on recalving this transmission, Inform the msnder at the telephone or fax no. listed above.
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Gaza Industrial Estate Project

Description

• The Gaza Industrial Estate (GIE) is a pioneer project - the first of a series of industrial zones
or "estates" aimed at jump-starting Industrial development in the West Bank and Gaza.

& Off-site infrmstructure and technical assistance are estimated to cost USS23 million, of which
USS10 million from the Bank', Site development, estimated at US$39 million, will be
financed by the developer, local private sector investors, IFC and the European Investment
Bank (EIB). Land for the GIE, valued at US$23.5 million, has been provided by the
Palestinian Authority through a 49 year nominal (SI) lease- (Total cost: USS85.5 million).

Status

• Site development: underway; foundations being laid, on-site infrastructure being prepared.
Estate cxpcted to be operational before the end of the year.

• Enabling environment: draft industrial zones law, establishing zones authority, has been
finalized; is being prepared for discussion by council of ministers.

a Off-site infrastructure: all immediate off-site infrastructure requirements will be met before
site is operational; designs for full requirements largely completed, financing identified.

Critical Steps Remaining

• The make-or-break issue for the GIE is to make it effhetively "closure-free".
6 Since we understand that no Israeli Governent can make a formal undertaking in this

respect, we need to have in place a package regarding security, access and shipping that is
acceptable to both the Palestinian Authority and the Government of Israel, as well as
encouraging to investors.

• We are seeking agreement on a special status for the GIE, including principles regarding the
movement of goods and access of people so as to cnsure that inputs and outputs can be
delivered undamaged in a timely fashion and without significant additional costs. This
special status should allow the GTE to continue normal operations even if a closure is
otherwise generally imposed.

• Specific techrdcal arrangements would be put in place to address detailed issues, including
secuity checks.

• Attached, please find a note which was sent to the Palestinians. Israelis and Americans on
June 23 on this matter.

Jpr
hruve 24. 1997

/ reduced from over U5530 milliont as infrastructure costs have finned. anid techn~ical assistance reduced.
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GAZA INDUSTRIAL ESTATE PROJECT

SECURITY, ACCESS AND SHIPPING PACKAGE

A critical issue for the success of the GIE project, and any other export-oriented estate
established in the Palestinian territories, is to have in place a package regarding security,
access and shipping that is acceptable to both Gol and the PA, as well as encouraging to
investors. The package would comprise a framework agreement and separate specific
technical arrangements.

The framework agreement should establish a special status for the estate as well as
principles governing the way in which the movement of goods and acccss of pcoplc will
be addressed in order to ensure that inputs and outputs can be delivered undamaged in a
timely fashion, and without significant extra costs. This special status should. Inter alia,
enable the estate to continue normal operations even if a closure is otherwise generally
imposed. The framework agreement should be appropriate for all export-oriented
industial estates.

The specific technical arrangements would address detailed issues such as the shipment
of goods and access of people to and from the estate. These arrangements are likely to
evolve over time as technological possibilities develop, but would always respect the
Framework agreement.

A framework agreement signed by both GoI and the PA should enable World Bank
management to present the GIE project to its Executive Directors for consideration. An
initial set of specific technical arrangements, that would not significantly impair the
commercial viability of operations at the GIE, would need to be in place before the Crcdit
could become effective.
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Gaza Industrial Estate Project

Project Overview

The West Bank and Gaza has a very low level of industrialization and high lcvcl of
unemployment. The industrial sector contributes only 8 percent of GDP, and
currently faces a number of serious obstacles. The Gaza Industrial Estate (GIE) is apioneer project - the first of a series of industrial zones or "estates" aimed at jump-starting industrial development in the West Bank and Gaza (WJ3G). The project's
development objectives are to create direct and indirvct employment in Gaza through
bringing about conditions conducive to industrial investment and providing
apopriate physical infrastructure for industry. A legal and regulatory environment isbeing established to attract potential investors. In addition, a special status will bc
established for the GIE which should allow it to continue normal operations even if aclosure is otherwise generally imposed.

The total cost of the project is estimated at USS85.5 million, of which USS39 million
is expected to come from private sector investors, including the developer, local
private sector investors, the International Finance Corporation (IFC) and the European
Investment Bank (EIB). The land on which the GIE is being developed has becnprovided by the Palestinian Authority through a 49 year nominal (Si) lease at a feeand is valued at USS23.5 million. The remaining budget of USS23 million will becovered by the donor community for technical assistance and off-site infrastructure
components, of which US$10 by the World Bank.

This project is designed as the first phase in a broader program of industrial estate
development. The GIE is the first of the Eprr-OrirntedEstates. targeting
primarily, but not exclusively, export markets. A proposed project in Jenin would bethe second such estate, with funding expected from the German government. Locatedinternally and focused mainly on the domestic markct are LocalrIndutrial Estat, ofwhich a proposed project for Nablus would be the first. Muicipal IndAstril Estatesconstitute the third dimension of the program. These estates are designed to provideneeded facilities for small workshops in municipal areas and have an added policydimension aimed at addressing newly enforued municipal zoning rCquiremcnts.

The first phase of the GIE is projected to be completed by October 1997. The
developer's implementation schedule indicates that 12 standard factory buildings willbe completed for this phase, as well as 15 open lots, Further development of the sitein phases 11 and II could be completed by August 1998 and July 1999 respectively,depending on the level of tenant investor demand. At full capacity, the GIE isexpected to create some 20,000 permanent jobs. with an additional 30,000 jobscreated indirectly for services and associated manufacturing operations.

MCA I3aZX. Q3 VW1JI AS1~ ED WAX (79a) 4774 e1
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Donors have played a key role in providing technical assistance for the project and
funding for off-site infiastructure. The World Bank is projected to make the largest
donor contribution to the project, including a 5 10 million IDA credit, as well as nearly
$1 million directed to the project through other project funds for items such as an
access road and an interim wastewater connection to the Gaza municipal treatment
plant. USAID is contributing over S5.2 million toward off-site infrastructure,
including production wells. a reversc osmosis water treatment plant, and a standby
power generator, and various design components, as well as US$1 million for
technical assistance. The European Investment Bank is prepared to finance other
water-related off-site components,.

Project Rationale

The GIE Project and Industrial Zone Development Prograrn overall address several
policy issues requiring urgent attention. The industrial and manufacturing sector in
the WBG lags well behind that of other comparable developing economies in terms ofits contribution to GDP and employment This is due to a combination of factors
prevailing in the WBO over the years. including the absence of policies governing and
promoting industrial dcvclopmenL limited and inadequate production facilities and
infrastructure (including three phase electricity and telecommunications connections,
in particular), an unstable political environment, inhibited movement of goods and
people between Israel and the WBO, and obstructed access to local, regional and
international markets. These issues are explored in further detail below:
• indus_ The GIE and subsequent industrial estates

developed under the program will contribute significantly to industrial
development in the WBG. The industrial sector currently represents a meager 8%
contribution to GDP and approximately 15% of total employment. The provision
of serviced land with complementary business support services and access to
local, regional and international markets will greatly encourage investment,
production and productivity within this sector.

• JkCreation. The GIE project alonc is projected to create 20,000 jobs directly
on-site and another 30,000 jobs indirectly for services and associated
manufacturing operations. In order for this ambitious objective to be met, a
screening criterion has been established ensure that only highly labor intensive
operations would be approved to operate at the GIE.

• Attaction 2f Foeg Drc nvestnent (I) &Local Invsmn Adequate
infrastructure and a transparent and efficient policy and institutional environment
are important to attract FDI. The GIE will offer such facilities and services inaddition to a competitive regional platform for production and marketing into
European and Middle Eastem cxport markets. Relatively low wages, a well-
educated workforce and favorable trade agreements with the EU and the US
makes the WBG an attractive option for potential investors, both local and foreign.
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• Tax Revenue & Spillover Effect for the Eononmv. New manufacturing operations
established at the GTE will expand the tax base for the Palestinian Authority,
whether the investors arc local or foreign. Morcovcr, the GIE and other export-
oriented zones, in particular, will boost export production, thereby decreasing the
current trade deficit, and earning needed foreign exchange.

Project Status

Off-Ste finfrastructurev Development

The World Bank has acted in response to the Ministry of Industry's rcquest for a fast
track approach to the project. An access road to the site and an interim wastewater
connection to the Gaza municipal treatment plam have been tendered and awarded
and are now at the point of commencing construction. Tenders were awarded on
April 10 for a contract to prepare the bidding documents and to oversee the awarding
of a contract for the full wastewater treatment and disposal system to be funded by the
World Bank. An agreement has also been reached with the Palestinian Authority
(PA), whercby it would bridge finance the constmction of the electrical power
connection to the site, including the construction of the distribution system, thus
making this component cligible for retroactive financing subject to approval of the
project by the Bank's Executive Directors.

The World Bank is also in discussion with the PA concerning the establishment of a
project preparation advance (PPA), which would provide an advance on the West
Bank/Gaza Trust Fund Credit to facilitate project preparation, including the
establishment of the Palestinian Industrial & Free Zone Authority (PIFZA) and
technical assistance requirements.

For its part, USAID has already awarded a contract for the design and construction of
the water supply and treatment system, supply of the electrical generator, the design
of the electrical distribution system, and various operating and maintenance
components. The USAID contribution to the project is 55.2 million, with a possible
further SI million for technical assistance.

Discussions arm also underway with the European Investrnent Bank (EIB) to finance
certain other watcr-related off-site infrastructure components at approximately S5
million.

Ekabling Environment

The principal laws of relevance to investors interested in the GIE are the Investment
Law (IL), the Tax Code (TC) and the Palestinian Industrial and Free Zone Law
(PIFZL). These laws, combined with their implementing rules and regulations and
institutions, comprise the crieabling environment.
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SInvestmehrt Law & Tix Code In March, the Ministry of Economy & Trade
invited relevant ministries. the private sector, and FIAS (Foreign Investment
Advisory Service) of the World Bank Group to participate in discussions
concerning the Investment Law. It was decided that the Tax Code, under
preparation, would provide the major fiscal incentives, with a lower overall
corporate tax rate instead of using tax holidays. The Investment Law would
provide horizontal incentives, targeting key economic sectors, instead of a vertical
approach favoring larger-scale investment projects across all sectors.

0 Pao~lninn[ndstral & Fi Zon I oi . The
PIFZL will establish PIFZA. the regulatory and supervisory body dealing with
industrial and free zones, and define the relationship between PIFZA, the
developer and tenant enterprises and their respective rights and obligations. The
draft PIFZL is now in its final form and is being prepared for discussion by the
Council of Ministers. It incorporates provisions for both industrial zones and free
zones; the latter may comprise part of an industrial zone.

Project Viability

Project viability will hinge on a number of critical success factors. These factors are
discussed below:

a Shipment of Goods/Access af Pennle. A critical issue for the success of the GIE
project, and any other export-oriented estate established in the West Bank and
Gaza, is to have in place a package regarding the shipment of goods and acces of
people that is acceptable to both the Palestinian Authority and the Government of
Israel, as wcll as encouraging to investors. A special status will be established for
the GIE, addressing the movement of goods and access of people so as to ensure
that inputs and outputs can be delivered undamaged in a timely fashion and
without significant additional costs. This special status should allow the GIE to
continue normal operations even if a closure is otherwise generally imposed.

• Sit/ffQsite evelopment. The project is currently within its implementation
schedule and should be operational before the end of the year. The developer has
awarded three contracts for site development, including infrastructure,
construction of the administration building and construction of the standard
factory buildings. Projected rates at the GIE are competitive compared to Israel
and many other international zones.

• The Enablir nvirnmen. As noted earlier, significant progress has been made
in advancing the legal framework and institutional arrangernents to ensure
transparency, efficiency and encourage investor confidence.

• ILaelgr eta. The trade agreements recently signed with the United States
and the European Union are particularly attractive to foreign investors. Unlike
other US trade agreements, such as with countries in Latin America, goods
produced in the West Bank/Gaza would be both dty free and quota free. A
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number of foreign investors have already expressed an interest in using the GIE as
a platfrm for exports to the US and European markets. (See below.)
PJet Mktijty. Two preliminary market surveys were conducted for the
project; both indicated strong international, regiorgal and local interest in the site.
A further study was recently conducted by a local consultancy which identified
key potential local tenants for the site. The site developer, has developed a three
stage marketing plan aimed first at local Palestinian investors with existing
exports to Israel and beyond and/or existing subcontracting relations with Israeli
or multinational firms. To date, seven memoranda of understanding have been
signed with local firms satisfying these criteria. Together, these potential tenants
would employ 3,253 workers and would occupy six standard factory buildings and
12,200 square meters of open plots. Another 13 investors have expressed an
interest in the GIE, including British and South African firms.

sKarW/fIPM
Ime 2A, 1 W7



FOR IMMEDIATE RELEASE

The World Bank
News Release No. 97/1377 S Contacts: Phil Hay (202) 473-1796

Clare Fleming (202) 473-2874
Kristyn Schrader (202) 458-2736

WORLD BANK OFFERS "GREEN TOP TEN"
IN ADVANCE OF UN EARTH SUMMIT

Calls for renewed efforts to safeguard environment

WASHINGTON, June 5, 1997-Today, on World Environment Day, the World Bank
presents ten measures which, it believes, can exert real impact on improving and protecting the
environment. The call comes as world leaders, including President Clinton, and other dignitaries
such as World Bank President James D. Wolfensohn, prepare to attend a Special Session of the
UN General Assembly on the Environment in New York later this month.

The Earth Summit+5, as the UN session is called, will assess how much progress has
been made on environmental priorities such as global warming, depletion of tropical forests, air
pollution, and water conservation, since the first Earth Summit was held in Rio de Janeiro in
1992.

The World Bank says that despite encouraging progress in some of these areas, for
example, reducing lead in gasoline and cutting the use of ozone-depleting chemicals, the current
state of the global environment remains cause for profound concern. It notes that carbon dioxide
emissions in developing countries have jumped by nearly 25 per cent since Rio, that pollution
continues to worsen in many world cities, with 1.3 billion people still affected by poisonous air,
and that tropical plants and bird life continue to be lost at a rapid rate.

According to the World Bank's Managing Director of Operations, Caio Koch-Weser,
the bank is deeply concerned about the lack of momentum since the Rio Summit. He says the
time has come for greater global partnership between industrialized and developing countries,
UN agencies, private business, universities, international banks, local communities, non-
governmental organizations, and other groups to forge a more strategic approach for safeguarding

the environment.

"As central to this approach, " says Andrew Steer, Director of the Bank's
Environment Department, "we are presenting a list of ten measures which could make a real
difference to the environment in the long-term."

" Phase out Lead in Gasoline Within Five Years
• Move Toward More Aggressive Elimination of CFCs
• Build Global Carbon Markets to Reduce Climate Change

• Make Water an Economic Asset
• Make Cities More Livable
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• Conserve and Manage Critical Ecosystems on Land and at Sea
• Commit New Money for the Global Environment Facility (GEF)
• Build Alliances to Transform the Marketplace
• Adopt Greener Accounting and Eliminate Harmful Subsidies
• Apply Environmental and Social Assessment Consistently

"As the new millennium approaches, we must step up efforts to work together as partners
in this critical pursuit of protecting the environment," says Caio Koch-Weser. "Together we
must take steps to transform the marketplace so that environmental and social concerns are
addressed right from the very beginning. No less than the future of the planet, and the quality of
life it affords mankind, are at stake."

Echoing the call for greater partnership, Andrew Steer adds that the Bank has developed a
close working relationship with many of the leading environmental groups, including the World
Conservation Union (IUCN), which is the largest umbrella group of conservation organizations
in the world. Steer says he was especially gratified that the president of the IUCN, Yolanda
Kakabadse of Ecuador, and its assistant director-general, George Greene, were able to attend
today's press conference.

The World Bank is now the world's leading financier of environmental reforms in the
developing world, with $11.5 billion in loans for 153 projects in 62 countries. Bank Group
President, James Wolfensohn, will address the UN Earth Summit +5, June 23-27, to appeal for a
renewed campaign to protect the world's natural heritage, and outline the World Bank's efforts in
support of the goals of the Rio Summit.

TOP 10 FOLLOWS
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• Phase out Lead in Gasoline Within Five Years-The Bank calls for a global conversion
from leaded to unleaded fuel to reduce air pollution and health problems associated with lead
exposure. Phased-out so far in 18 countries, including Brazil, Canada, Thailand, and the
United States, leaded gasoline is believed to be responsible for neurological damage and
heart disease among children, especially in developing countries. The Bank says that
countries could recover their costs of conversion 5 to 10 times over through reduced health
care costs -and econom i savings. The United States, for -example, saved more than $10 for
every $1 invested in its conversion. The Bank would stand ready to assist governments in
introducing policies and programs to assist in the complete phase-out of leaded fuel.

• Move Toward More Aggressive Elimination of CFCs-The Bank says helping Russia
curtail its production and use of chlorofluorocarbons, or CFCs, could arrest further depletion
of stratospheric ozone. With help from a $60 million joint World Bank-Global Environment
Facility initiative, the Russian Federation has now agreed to phase out CFCs by the year
2000-but needs modest financial support from the industrial countries. TieBank says this
could be repeated in China, India, Korea, Venezuela, Brazil, and Mexico, the world's other
sigfiificant-F3&produrs~T-if te~nernational donor community can provide the necessary
financial support.

• Build Global Carbon Markets to Reduce Climate Change-As an agency closely
involved in putting the Climate Change Convention into practice, the World Bank is
exploring innovative remedies for the growing problem of climate change. One promising
avenue is the concept of building global markets for trading greenhouse gas emissions. Tn
other words, a company in one country may meet the Convention's emission standards by
investing in pollution reduction in another country. This mechanism could lower the costs of
reducing global emissions, and promote more ambitious global climate policies. Recent pilot
projects by countries such as Costa Rica should be widely supported. The Bank is also
encouraging private companies to finance renewable energy development in countries such as
Indonesia and India.

• Make Water an Economic Asset-Water has long been considered a special commodity
and not a normal economic resource. Subsidies to households, farmers, and other users have
been commonplace throughout the world. This approach has proved to be unfair since it is
always the rich who benefit from these subsidies, while the poor often miss out. About 1
billion people still lack access to formal water supply services. In urban areas the poor, who
mostly lack domestic running water, typically have to buy their'water fro"mvendors, paying
10 fii&s-more for a- gallon of water than someone with a municipal water connection.
Furthermore , sibsidies iieailhiat water is wasted. With water scarcity a fact of life in many
developing countries, it is imperative that water be treated as a precious, economic, resource.
This means that the price of water should reflect the actual costs involved in delivering water,
that the private sector should play a greater role in financing and managing water systems,
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and that market mechanisms (such as tradable water rights and pollution charges) need to
become more universal.

• Make Cities More Livable-The World Bank warns that in developing countries, where
millions of people are leaving rural areas for the cities, urban environmental problems impose
considerable costs, especially in damage to the personal health of mostly poor residents.
After nearly 25 years of helping the developing world cope with urban problems, during
which it has supported more than 50 projects worth $6 billion in 30 countries, the Bank
believes that making cities more livable depends on tackling environmental problems which
cause the greatest harm and can be solved at modest cost. For example, the harmful effects
of inhaling dust and soot from vehicle exhaust, power plants, coo ing, and trash burning can
be greatly reduced in industry with modest investments in dust collection and filters, and
greater vigilance on the shopfloor. The Bank notes that 18,000 fewer people would die
prematreTin-T8-Centrat-dTEastern European cities, with annual savings of more than $1.2
billion in working time gained, by achieving European Union air pollution standards. The
Bank also argues that microbial diseases in drinking water contaminated by rats, flies, and
mquitos osFbillionsof dollars in lost lives and bad health in developing countries' cities.
With modest investment in cleaner water supplies, together with efforts to improve urban air
quality, the Bank believes that cities can be made more livable for millions of the world's
people.

• Conserve and Manage Critical Ecosystems on Land and at Sea-Many areas of unique
natural value continue to degrade due to lack of protection. A targeted approach is required.
Recently the Bank has partnered and supported organizations such as Conservation
International, Worldwide Fund for Nature, and IUCN in identifying priorities for action. On
land and sea, the Bank is providing widespread support for establishing and managing

protected areas around the world. The partnership between the Bank and IUCN has produced
a number of innovative biodiversity initiatives, including the Global Representative System
of Marine Protected Areas. The Bank is helping developing countries make projects in
agriculture, forestry, energy, tourism, coastal zone management, and urban and infrastructure
projects more "biodiversity friendly". For example, projects in Honduras, Nicaragua, and
Panama promote sustainable agriculture to alleviate poverty and discourage the expansion of
farming activities into the Atlantic forests of the Meso-American Biodiversity Corridor.
Other projects like Indonesia's COREMAP promote conservation, and sustainable use of
some of the world's richest coral reefs and other coastal ecosystems.

• Commit New Money for the Global Environment Facility (GEF)-The World Bank calls
for a ubstantial new cash injection for the Global Environmental Facility, or GEF. Created
in 199 withalh$2billion-inaugural fund, the GEF provides grants to developing countriesto
help them reduce the risk of climate change; promote biodiversity; protect international
waters; and pha'6t ozn6e-depleting substances, such as CFC's. With GEF-sponsored
success stories growing throughout the developing world, such as a biodiversity protection
project in Belarus and an energy efficiency project in Thailand, the Bank says the Facility
should be replenished with new money. Discussions among governments concerning
replenishment are currently underway.

• Build Alliances to Transform the Marketplace-Moving from present to sustainable
practices is hampered in many economic sectors by high risks, lack of knowledge and
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finance, wrong economic incentives, and the absence of "green" markets. The World Bank
believes that removing such barriers throughout the value chain will require active
partnerships among private investors, NGOs, governments, financiers, and local
communities. Toward this end, the Bank will be supporting such "Market Transformation
Initiatives" in forst-narhe-indrustries-ansola~Prgy.

• Be Consistent with Environmental and Social Assessment-Techniques are currently
available to ensure that environmental and social concerns feature prominently in policy and
project design, yet these are inconsistently applied. The World Bank calls on international
financial institutions (including export credit agencies) to harmonize their standards and
apply them consistently. The Bank is currently actively strengthening its own practices
and-in partnership with IUCN and other groups-lis embarked on a major training and
capacity-building program in Africa. Ensuring consistently high standards is especially
important ISfopoT eiti-fly damaging investments in infrastructure and energy. The
establishment of an independent "commission" on large dams, agreed upon last month at a
meeting onened y the Woi Bank and IUCN, is an important effort to ratchet up

performance in thisctor.

• Adopt Greener Accounting and Eliminate Harmful Subsidies-Traditional measures of
economic progress ignore the depletion of natural resources and the subsequent costs of
environmental damage. The Bank has been in the vanguard of efforts to link economic and
environment issues by expanding the measure of a country's wealth to include natural
resources-using a greener measure of wealth will improve both economic and
environmental policy-making. The Bank calls for increasing the application of greener
accounts that can serve as indicators of the economic benefits of reducing environmental
damage and the costs of depletion. In addition, the World Bank, together with the Earth
Council and other concerned agencies, urges the rapid phase-out of subsidies on natural
resource consumption. The Bank estimates that subsidies on fossil fuels have dropped by 50
percent since 1992, but still stnand-t~$5"billion. The~Earth Council has estimated that total
subsidies still amount to $800 billion, including $45 billion on water, $150 billion on
transport, and $2 billion on pesticides. These subsidies rarely benefit the poor and invariably
harmrThe environment.
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As part of a larger bill on foreign
affairs spending, the Senate's Com-U S. Seeks mittee on Appropriations today ap-
proved legislation that would cut off
all aid to countries that did not doe ay of Loan more to capture war criminals in
territories under their control.

The Administration has stronglyTo Croatia opposed the measure, even though
Secretary of State Madeleine K. Al-
bright has repeatedly warned Cro-
atia and Serbia that they would faceShowing Displeasure economic punishment if they did not

ho n ,do more to comply with the peace
At Violation ofPact accords. Officials have said such lan-

guage would limit the Administra-
tion's flexibility.

By STEVEN LEE MYERS But Senator Mitch McConnell of
Kentucky, the Republican chairmanWASHINGTON, June 24 - Signal- of the subcommittee that produceding mounting frustration with Presi- the legislation, noted that Ms. Al-dent Franjo Tudjman of Croatia, the bright had spoken sternly to Mr.Clinton Administration said today Tudjman when she visited Zagrebthat the United States would try to last month, only to have the Unitedblock the World Bank from consider- States later support a $13 millioning a $30 million loan for Croatia. loan by a World Bank's affiliate, theBut the Administration stopped International Finance Corporation.short of opposing the loan outright, "What I'm trying to do is reflect

despite expressing anger over recent what I thought the tough-talking Sec-
actions by Mr. Tudjman. And it ap- retary of State meant when she was
peared to be having difficulty win- there," he said.
ning support from other members of In a decision that was largely sym-the World Bank's governing body to bolic, the House tonight voted to cutpostpone the loan for long. off funds for American groundThe decision to seek a delay came troops in Bosnia after June 30, 1998.amid growing sentiment in Congress The Senate is unlikely to follow suit.that President Clinton has not done The House vote, 278 to 148, ap-enough to punish the leaders of Cro- proved an amendment to the Penta-atia and Serbia and of ethnic factions gon's $268 billion budget bill for thein Bosnia for not carrying out their fiscal year that begins Oct. 1. Law-promises under the Dayton accords. makers defeated another amend-Officials said that a delay would put ment, 231 to 196, that would havepressure on Mr. Tudjman to turn required the American withdrawalover Croats indicted on war crimes from Bosnia by Dec. 31 of this year.charges and to allow Serbian refu- President Clinton has said Unitedgees to return to their homes in Cro- States troops would withdraw fromatian territory. Bosnia by June 1998, but his aidesThe World Bank's executive direc- say he will veto any bill that binds

tors had been scheduled to consider the Administration to a specific date.the loan today at a meeting at the The Administration argues thatbank's headquarters here, but the such a restriction would hamper the
American director, Jan Piercy, used flexibility of ground commanders,
her powers to seek a delay until undermine the Bosnian peace accord
Thursday. and damage American credibility

Even within the Administration with its European allies.
there appeared to be divisions, with There are 8,000 American troops
the State Department pushing for a among the 31,000 NATO soldiers now
longer delay and the Treasury De- enforcing the peace accord in Bos-
partment resisting, said Administra-' nia. An additional 2,900 American
tion officials who spoke on condition troops are stationed in Italy, Hunga-
of anonymity. ry and Croatia to support the opera-

A spokesman for the State Depart- tion.
ment, John R. Dinger, said today that Proponents of the measure sought
the United States would seek to win to pin down Mr. Clinton, who after
broader support for an unspecified last November's elections extended
delay before the bank's directors the United States mission in Bosnia
meet again. by 18 months, to June 1998.

He and other Administration offi- "The remaining tasks - the civil-
cials said they wanted to express ian, humanitarian and political re-
dissatisfaction with Mr. Tudjman's construction of Bosnia - are beyond
failure to comply with the peace ac- the capabilities of our troops, unless
cords negotiated in Dayton, Ohio in we are prepared to remain in Bosnia
1995 to end the Balkan fighting. for decades," said Representative

"We're not putting any end date on Floyd Spence, a South Carolina Re-
this delay," Mr. Dinger said. "We publican who heads the House Na-
would like to continue to monitor tional Security Committee.
Croatia's performance during this
delay."
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WORLD BANK

PRESS CONFERENCE

JUNE 25, 1997

Andrew: Good morning. Greetings. I have the pleasure in

welcoming this morning, Mr. James Wolfeson,

President of the World Bank. He is well known to

you for his openness to the media, and alao for

this role in revitalizing the humanitarian arproach

to World Bank activities. Human developmei t, and

his involvement with the United Nations.

Audienca: Can you speak louder please. We can't hear ,ou.

Andrew: is the microphone working?

Audiencz: No.

Ar drew: I thought the microphone was working. Anyway, it's

my pleasure to introduce to you, Mr. James.

Wolfeson, President of the World Bank. He w 11 say

a few words, and then we'll open for questis ns.

James: Thank you very much. I have distributed, or there is

being distributed a copy of my short remar. :s that

I'll give later. And as is characteristic of the

Bank, we're giving you lots of other publi.ations

in case you need them, and background o.;. every

subject that is here. Let me briefly say that in my

remarks later on I will be, of course, exp-essing
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the concern which most people have expressed about

the lack of progress since Rio. But pointing to the

fact that on the ground I believe we are seeing

some real progress in a number of the countries in

which we're operating. In fact it's there that you

get a sense of hope, rather than at major

international meetings. I'll be announcing five

areas that I want to concentrate on. The first

relates to climate change. And there to the

prospect of what I call joint implementation of

targeting of carbon emissions. Where if Kyoto

decides that there are to be some targets, we would

look forward to establishing a facility which would

allow us to have supplemental carbon savings made

in developing countries with a sharing -f the

benefits. This is an important development. One

that we've now discussed with a number of Par II

countries. Here, and in the weeks prior to this

conference. And the basic idea is that if it costs

you 70 to 100 dollars to save a ton of carbon in

the developed world, then it costs you 10 to 20 in

the developing world...if you could take some, not

all, but some of those carbon savings, and use them

in developing countries, and split the benefits,

that that would be advantageous. And it seems to

have struck a chord in terms of the Par 1I

2
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countries.

The second area that we're looking at is the area

of bio-divesting forests. And touching on the

subject which I think is central to many people.

And that is that there are a lot of people in the

world who would like to see more rational and

environmentally sensible markets. That is true in

the marine product area. It's true in the forest

area, where I think we, together with partners in

industry and in NGOs and in government, can come

together and set up programs away from the noise of

major international meetings, and try to set up

targets that are achievable. And I'm extremely

happy to announce today that we've agreed with

World Wildlife Fund for alliance on forest
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countries.

The second area that we're looking at is the area

of bio-divesting forests. And touching on the

subject which I think is central to many people.

And that is that there are a lot of people in the

world who would like to see more rational and

environmentally sensible markets. That is true in

the marine product area. It's true in the forest

area, where I think we, together with partners in

industry and in NGOs and in government, can come

together and set up programs away from the noise of

major international meetings, and try to set up

targets that are achievable. And I'm extremely

happy to announce today that we've agreed with

World Wildlife Fund for alliance on forest

conservation. I'm happy that Claude Martin, who is

the Director General of World Wildlife Fund

International is here, and Catherine Fuller, who is

President of World Wildlife Fund in the U.S.

Briefly there what we're looking to do is to set up

a network of protected areas in both developing and

developed countries, which would include at least

10% of each of the world's major forest types by

the year 2000. And the second aspect is that large

areas of natural forest in developing countries and

3
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transitional economies should be brought up under

real sustainable management. And here we're talking

about taking a negligible area today and turning it

into 100 million hectare's of temperate and colder

Northern forests, and a 100 million hectare's of

tropical forests by the year 2005. And this is not

a pie in the sky objective. This is something which

we've worked on. We have great respect for what WWF

has in terms of forests. Many more than we do. A

broad experience, we're also cooperating with other

institutions, other NGOs in trying to bring this

about. And it's an initiative about which we're

very excited.

And the third relates to ozone depletion. We've

commented on that before on CFCs. I'll be

mentioning that we believe that we've put into

place a financing that will allow us to deal with

about 50% of the CFC excesses in Russia. Which is a

major step forward. And something that I am

delighted about.

The fourth area I'll be commenting on is

decertification. Having been now to over 50

countries, I'm very well aware that this historical

trend is really biting in terms of poverty. It's

4
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quite obvious to anyone who travels ian the

developing world to see just what decertification

is doing in Africa and some parts of Asia. I know

that this is something that has caused some

discussion as to where the source of funding is.

We, as you know, have put close to 10 billion

dollars into this since 1990. I want to announce a

major additional strategy on decertification, and

say that we're ready to stand behind the

decertification efforts that companies might want

to put to us as part of our new rural strategy.

And, finally, in terms of the five initiatives, I

want to recommit on the global water partnership.

There is nothing more important than water as an

instrument for growth, or indeed as a resource that

we have to protect. We're committed to make that

work, and we've outlined some of the things that

we're prepared to do on water in the background

documents. I also make a plea for GEF. We think the

GEF has done very well. As you know there is a need

for replenishment. We're anxious to see it

replenished because we think it is working. It gets

a lot of leverage in terms of the money that comes

from GEF. And is, in fact, one of the instruments

which has actually proved itself in the last years.

5
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Finally, in terms of internal organization, we will

be consolidating the super-vision of all our

environmental activities across the group TFC and

MEEGA. And secondly in terms of monitoring, we're

going to have central monitoring. And we'll be

making an announcement about that very shortly. So

those are the things that I briefly will be

covering in my seven minutes. Yes, sir.

Question: What do you see as the minimum replenishment for

the GEF, and your likelihood of getting that this

week?

James: What I would like to do.. .you know it was 2 billion

originally. We're about 1/2 billion unspent, still.

GEF I is not yet completed. We would like to see

another 2 billion plus a make-up of the 1/2 billion

which we now have. So we'd get to 2 1/2 billion.

But whether that is achievable, you bette: ask a

lot of the people that are running around here.

Certainly we are very anxious to see that happen.

Question: Oscar Menrinan, International Documents Review. What

progress have you made towards dealing with the

debt of the poorest countries?

James: We've made a lot. The debt issue is not the subject

here. But broadly in the last 18 months we've put

together the HICI initiative, which is the Highly

Indebted County Initiative. That's now going with

6
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four countries. We've got twenty countries under

review. It is off and running. The international

financial institutions are included. That was not

true 18 months ago. So there has really been a

major turnaround. I think we will have Uganda done

very soon. We've got three other African countries,

and Bolivia we're looking at. And a series of

countries following that. And we've managed to pull

together bilateral donors, and some of the Eastern,

some of the Russian lenders to try and bring about

what I think is good progress. I met with President

"Museveni" just yesterday.

Q4estion: The time frame for returning the overall debt?

James: Well it varies country by country. But in the case

of Uganda it will be within 12 months.

Question; Richard Black, from BBC World Service. In terms of

meeting this goal of protecting 10% of forests,

what can the World Bank actually do? What practical

measures can you actually take?

James: Well we can, A, put up money. Secondly we will work

with WWF, and our partners in the NGOs and in the

industrial community. And thirdly what we can do is

try and get the forestry companies together so that

in terms of utilization of forests we can have a

rational approach to forest management. There are

people out there that would like to see forests

7
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properly managed, and are prepared to pay for

timber that comes from properly managed forests.

We've also been able to work in forests. And I know

WWF has done a lot of work on this, to make people

recognize that forests are not there just to be cut

down, that they are in fact a strong economic

resource. And this is the thing that I think is

happening. You can't stop people cutting down trees

if they think that is their only way of heating

themselves. But if you can convince them that the

forest is, in fact their resource. Which I have

now seen in many, many countries. And my colleagues

at WWF, probably more. I think this is the place

that we can win this battle. And perhaps afterwards

you can talk to my friends at WWF. But I think from

their nods they agree. Is that right or not? Yeah.

On the ground you can win this battle. With women,

particularly actually.

Question: I was wondering if you could comment on the

intransigents of states. For examples, the U.S. has

not ratified the Bio-Diversity Convention. Canada,

for example, signs and ratifies but does not. enact

the necessary legislation to insure compliance.

Citizens cannot... there is no opportunity for

citizens to go to an international court of

compliance, for example, to report and monitor. How

a
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does this hinder the work that you're doing?

James: Well it hinders it very much. But they're my

shareholders.

(Laughter)

Question: Are you advocating that at this conference we have

a strong move toward calling upon states to sign

and ratify and enact the necessary legislation.

Would you advocate that?

James: Well as a private citizen I'm anxious that there

should be clear targets. As President of the World

Bank I'm not able to say that. Because you've got

to understand that I am in a difficult position as

the President of the Bank. My shareholders are the

same people who are voting here. So they have to

make up their mind what they want to do. But in

terms of achieving objectives that I want to see

for the Bank, it's quite clear to me that if you

have targets and they're enforceable it gives us

all a much greater chance of making things

effective. That's quite clear to everybody. But the

decision has to be taken here. And I can't

influence that, unfortunately.

Question: John Rudolph from Living On Earth of National

Public Radio. What kind of assurances can you give

that the private capital that is leveraged by these

various programs will be used for sustainable

9
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development, that the current patterns of development will not

continue with private capital?

James: Well, I tell you, I am very much encouraged by the

reaction of the private sector. We had at the

Board, just two weeks ago, a bunch of chief

executives from around the world talking about

social responsibility and environmental

responsibility. I think that there is a growing

awareness in the private sector that environmental

and social responsibility is good business. A

growing experience. I don't say it's complete, it

obviously isn't. But I think it's growing. And one

of the things that we're trying to do in what we

rather pompously call ")Market Transformation

Initiatives." I don't really want to call it that.

It's his idea.

(Laughter)

But I would say what we're trying to do is to get

corporations together with NGOs and ourselves and

say, "Listen, we can't force you to do anything,

but if you want to live in an economy which is

peaceful, and which generally has some basic

stability, then you better be conscious of social

issues and environmental issues. I mean just

straightforwardly. Don't appeal to their ethical

standards or their moral standards. Just appeal to

10
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the self-interest. And I think that you can justify

it on the basis of ethical and moral standards. But

I think if you bring in the reality that it's just

quite obvious that unless you have sustainability

you're not going to have long term economic

framework in which you can operate. I think it's

starting to work. And I tell you, my own personal

experience thus far is that I'm getting a lot more

response from corporations in terms of their

willingness to adopt it than I am in the case of

some governments.

Qqestion: Can you please name the names of these CEOs that you

met with at this conference two weeks ago? Can you

name the corporations?

James: I would be glad to get them from you. One was from

British Petroleum. One of them was from Panama.

I'll get you the names, ma'am. I don't remeraber to

be honest with you. Someone from South Africa. We

had them from a dozen different countries around

the world.

Question: Can we call your office?

James: You can get them from Andrew later.

Question: Can you give us the names of the NX II countries

that are interested in joint implementation? And

secondly, could you elaborate on the CFCs in Russia

a little bit.

11
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James: Yeah. Let me deal with the second first. The CFCs

in Russia looks like it's a cost of 27 million

dollars to get rid of the excess CFCs. And we've

raised about 15 million already. And the Russians

are ready to work in terms of getting rid of the

CFS, so long as we can do the financing. That' s

about 48% of the CFCs. The rest are in other

countries, and then we can start to work on that.

But the interesting thing is that it's financially

doable. This is not pie in the sky. This is stuff

we can do now. We're putting in 6 million, and

we've raised another 8 or 9 million. And I'm

absolutely confident that we can get to the amount

that's required. The second thing is...1 don't

think it would be fair to quote the countries yet

because we're in the process of going round them.

But we met yesterday with a dozen countries at

lunch. We have actually visited around. This is a

sensitive area prior to Kyoto, as you no doubt are

aware. But what I don't want to do is put my chin

out and then get knocked out by people who say this

is a lousy idea. And the thing that is

differentiating, if I can tell you, is the sharing

of the benefit. If this were a thing where you just

dump carbon emissions on to Par II countries, it's

clearly a non-starter. But what is a starter is

12
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that if you can, on a global basis, look at carbon

emissions, and split the benefits, and some of

this, by the way, is already being done in Costa

Rica on a voluntary basis, as you know, in forests.

If you can split the benefits then there is a real

benefit to countries if we can put it up on the

basis that you're not dumping developed country

problems on to developing countries. And that's

something that obviously none of us want to do. So

we're talking about a significant measure of

reduction in the OECD countries, or the developed

countries, which they must mandatorily do. Then

there is a portion which can be done on the basis

of this sharing of benefits. And that seems to be

something that can work. And the idea of a carbon

fund is good because where it is done on a

bilateral basis now, the cost of doing it,

something of the order of 15% to 20% of the savings

that you make, and that's just too great. whereas

if you have a carbon fund and you can do it

efficiently. And you can measure the benefits, and

you can deliver a package, you can get the cost

down to under 5%. And so it's really worth doing.

I'm serving notice of this, it will be dependent on

Kyoto. This will be a major initiative. And I think

you're going to get private sector into this

13
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significantly. It makes sense, that's the beauty of

it.

Question: Don Hendrickson, El Mundo. You mentioned earlier

that the GEF still has unspent about 500 million

dollars. Can you comment on why that is? Is that an

institutional problem? is it something else? Is

there another reason for it?

James: It's arrears in payments. It's a familiar sound

around here, even at the World Bank.

(Laughter)

Question: Associated Press TV. This is a bit of a diversion,

but can you comment on a report in today' s Times

that the United States would try to block the World

Bank from considering a 30 million dollar loan to

Croatia?

James: You want me to comment?

Question: Could you comment on that?

James: All I know is .. .I was in Canada yesterday, and all

I know is that it's been delayed till tomorrow. It

was to be considered at the Board Meeting. And the

Americans have used their right to delay it for

consideration at tomorrow morning's Board Meeting.

I'm going back there ...

Question: Are you optimistic that it will go through?

James: I have no idea. My guess is that it probably will,

but I don't know. I mean the situation in Bosnia

14
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and the region, as you know, is very, very tense in

terms of the spending of funds for development. And

it has become not just a development issue but a

political issue. And I will find out the extent of

the politics tomorrow when I go to the Board.

Question: Cheryl Hogue with Daily Environment Report. Last

week some NGOs put out a report saying that Bank

was subsidizing some global warming problems

because of the projects that have been funded since

the Earth Summitt. I don't know if you have

comments on that.

James: I do. I have no doubt that some of the projects that

we've done, on the analysis of NGOs, have been

detrimental to carbon emissions. We believe, first

of all, that in terms of power projects, we do

about 3% of the power projects in the world. And in

the last 10 years in terms of our lending, about 3%

of our lending has been on power projects. Secondly

what we're doing now in every one of our projects

is to try to make them carbon clean. And we're

working now from India...I mean where there are

countries that have basic coal reserves which

they're trying to use, in all of the projects in

which we're operating, we are seeking to try to

make them environmentally clean. And I've just been

to India, and talked to the government about clean-
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up. And . guess our position is that if we can be

in there trying to clean-up the environment and

work with them, there's a better chance of getting

clean projects than if we're not there. Because

these projects are going ahead. So we're sticking

with it, and trying to use all of the influence

that we can to try to clean up the carbon

emissions in all of the projects that we're doing.

But we're not going out there with the purpose of

trying to pollute the world.

Question: Nick Hern with The Times of London. Just getting

back to the CFC thing and my ignorance. The money' s

going to be spent in Russia to tackle this problem,

but where will the money actually go? Will it go to

shutting down factories that are actually making

it?

James: To transform it. It's a phase out of all the

CFC production, is what it is.

Question: I was just wondering, what's the Bank going to do to

make sure that all parts of the group apply the

same environmental standards that the World Bank

itself designs? That's the first part of the

question. The second part, what guarantees are

there going to be in the future if problems are

detected in projects of an environmental nature

that the criteria. .. public accountability and

16
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transparency will come ahead of the requirements,

say, of a business or a private sector, which would

not like that information published?

James: Well the first thing is that we will, within a very

short time, announce that we are going to have a

central body in the bank, which will apply the same

standards across the group. From your question I'm

sure you understand that the difficulties inside

the institution has been that we've had the Bank

IFC and MEEGA operating under somewhat different,

both histories and standards. And I've taken the

view that there is one set of standards. So we will

be applying a uniform set of standards around the

group. That's the first thing.

Question: When will that happen?

James: Within a very few weeks. I've got to get it through

the Board. But I think I can probably do that. The

second thing that I will be doing is that I will be

having... let me put it this way...I will be

recommending this to the Board is a better way for

me to put it. I might keep my job another few

weeks. I'll be recommending this to the Board. The

second thing that I'll be doing is that I'll be

recommending that there is a supervisory group

within the Bank which is independent, and which

reports to me directly, and which will be led by

17
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somebody of impeccable standing and independence.

And if you like, that is like an EPA. It's sort of

an internal EPA to make sure that the thing works.

And my desire there is to insure that in terms of

ongoing management... instead of letting a thing go

five years and run into a problem, my greater

desire is to make sure that week-to-week, or month-

to-month, we're managing the thing. I'm less

concerned about a court case than I am about

getting it right as we go through. And the third

issue, which is still not yet resolved, but we're

getting closer to, is the whole question of the,

what the hell do we call this...the Inspection

Panel, and whether its authority goes on the same

terms across corporate activities as it does on

general activities. And that is still, I must say,

a sticking point. I think we've gotten very close

on just about everything except commercially

sensitive information. And I think we can probably

distinguish commercially sensitive information, but

still have the same set of standards on

environmental standards. So that's what I'm heading

for. And I think we're pretty close now. It's been

a very difficult exercise. But I think we're nearly

there. And I hope to be able to announce that very

shortly.
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Question: The Boston Globe. Can you give us a sense of the

size of the black market in CFCs in, say, the

United States, and Europe, and how quickly you

think that your program will start to really cut

into that market. Is there a sense that the market

production may just shift to other development

countries? It may just go to Brazil and push up the

price of CFCs?

James: My guess is that within two years we can phase it

out completely. I don't know whether Andrew Steer,

who knows these things much better than I do.. .do

you know how big the market is now?

Andrew: It's a major threat. I can't give you dollar

numbers. Our concern is that throughout the

countries that we're working on, through the

Montreal Protocol, we're seeing sort of the

undermining of the good intentions because cheaper

CFCs are being smuggled through the black market.

This initiative could phase out totally CFC

production in the seven plants that exist within

Russia. And that could be done within 18 months to

2 years.

Question: Are you going to lend the financing for poverty

problems?

James: Well everything we do, at least everything that I

think we do is designed with the central thrust to
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poverty reduction. The interesting thing, of course

is, at this meeting, is that poverty reduction and

environment are twins. These two things are

absolutely interlinked. And it's very hard to

conceive of environmental sustainability unless you

can attack poverty, And the reverse is true. I

believe what we're talking about today with a focus

on environment is also a focus on poverty. As far

as the bank is concerned, I think you will have

seen, particularly in the last couple of years,

that the central focus that we're trying to get to

is to try to get down to the grass roots level, to

try to listen, to try to reach out to social

groups, to NGOs and to communities, to try to come

up with solutions that deal with on the ground

poverty, and not the big show projects. Really get

down into the poverty areas. And I think that we're

getting..I'm not suggesting that everybody thinks

that we're brilliant yet. But I think there is a

little more awareness that maybe we are more

understanding than people thought we were. And as

far as I'm concerned that's what we're trying to

do.

Question: You mentioned briefly the global water partnership.

Could you just briefly give us a run down on what

that involves?
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James: Andrew's a great expert on this. Why don't you take

that.

Andrew: What has happened until recently is that there are

many, many water initiatives. The Global Water

Partnership was established about 18 months ago.

It's a grouping of a number of agencies, including

The World Bank, UNDP, a number of bilateral

agencies, UNEP. It's actually hosted by the Swedish

government at the moment. The purpose of it is to

make the whole greater than the sum of the parts.

And to identify whether our strategic needs for

financing, and to help raise that financing. Not

necessarily create a new pool of money, but rather

to identify where the money is needed, coordinate

that money. And there are some.. .I'd love to talk

to you afterwards about some really interesting

examples of ways it's beginning to work.

James: Could I just say that for those of you that are

here, Claude Martin and Catherine Fuller from WWF

are here, and if you wanted to see them, you might

want to stand up so they can see you. They are from

World Wildlife Fund. If you want to talk to them

they're around. Thank you very much.

(END OF PRESS CONFERENCE)
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SPECIAL SESSION of the UNITED NATIONS GENERAL ASSEMBLY
on the REVIEW of IMPLEMENTA TION of A GENDA 21 (UNGASS)

Mr. James D. Wolfensohn Visit
June 25, 1997

L TIMETABLE

Morning Program
09:30 Arrive at World Bank Office, New York City, at 809 U.N. Plaza, Suite

900. Alfredo Sfeir-Younis, WB Special Representative to the UN, will
be waiting for you at the front door of the building.

09:30-10:00 Briefing by Mr. Maurice Strong on UN reforms and implications for the
Bank. Participants: Andrew Steer, Alfredo Sfeir-Younis

10:00-10:15 Discussion to prepare for the Press Conference. Participants: Andrew
Steer, Alfredo Sfeir-Youais, Samuel Rachlin

10:15-10:30 Walk to the Press Room with Alfredo Sfeir-Younis.

10:30-11:00 Press Conference at the UN Press Briefing Room.

11:00-12:15 Attend the General Assembly Special Session. General Assembly Hall.

12:15- Address to the General Assembly. You are the last speaker of the
morning.

Afternoon Program
13:00-15:00 Lunch hosted by Kofi Annan, UN Secretary General. Heads of S4ate and

other dignitaries are invited. UN Delegates' Lounge.

15:15-15:45 Meeting Mr. James Purcell, Head, International Office of Migration
(1M). World Bank Office: 809 UN Plaza. Suite 900.

16:00 End UNGASS Program

I. LOGISTICS

• The Press Conference will commence at 10:30 sharp, as there is another briefing at 11:00
• Your Presentation. We recommend you make a short statement (5 minutes) focusing mainly

on the key points you intend to make in your presentation to the General Assembly.
• Questions and Answer Session: to follow the Press Conference (approx. 25 minutes).
• Once the Press Conference is over, Alfredo Sfeir-Younis will accompany you to the General

Assembly Hall where you will have the opportunity to listen to a few statements before your
turn comes up.
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James D. Wolfensohn
Remarks to the United Nations Special Session

June 25" 1997
TOWARDS GLOBAL SUSTAINABILITY

INTRODUCTION

1. Mr. President. Mr. Secretary-General. Distinguished Heads of State, National
Delegates, and colleagues from the U.N. system.

2. Five years ago in Rio, governments from around the world came together and
committed themselves to a more equitable and sustainable world.

3. Five year later the picture is very mixed. As an institution dedicated to
reducing poverty, we at the Bank are more aware than ever of the continuing link
between the degrading environment and the poverty still afflicting so many of the
world's people. [Less than a quarter of the world's people consume three-quarters
of its raw materials, while 3 billion people still live on less than $2 a day.]

4. At the national level. we have seen a highly positive shift toward
environmental with a third of our client countries showing real progress in
implementing the Rio Principles.

5. But a huge and pressing global environmental agenda threatens to derail efforts
to reduce poverty and meet basic human needs.

6. The GEF has become an effective financing mechanism for global challenges.
It must be replenished generously this year. The World Bank. as an implementing
agency for the GEF and Montreal Protocol and in its own lending portfolio, has
worked to help countries fulfill their global commitments, but is committed to
doing more, as I believe we all must. Today I will outline a plan of action in 5
areas where I believe the Bank - working in partnership with many of you here -
can make a real difference.

CLIMATE CHANGE

First on Climate Change.

7. Continued global warming is in nobody's interest but the simple facts of the
matter are that the developing countries Will suffer the most damage. and their
poor will be at an even greater disadvantage. I see the Bank's role in Climate
Change as providing every opportunity to developing countries to benefit from the
huge investment the OECD must make in reducing climate change.
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8. Progress has clearly been inadequate. Only 3 of the OECD countries are likely

to reach their non-binding commitments under the Convention for the year 2000.

It is essential that at the Kyoto meeting later this year industrial countries make a

strong commitment to significantly reduce greenhouse gas emissions -- and that

these commitments be implemented.

9. f believe that progress would be facilitated if -carbon offset" trading were

permitted under the Convention. I recognize that this is a sensitive issue, but I

believe the gains for both the global environment and our client countries could be

substantial. By 2010. tens of billion of dollars could be at stake annually in

offsetting carbon emissions and the benefits of these expenditures shall be shared

between OECD countries and our clients to facilitate expanded development

financing and technology transfer. It must also result in larger commitments to

reduce emissions in industrial countries.

10. To help make those gains a reality. the World Bank would be willing to

launch a Carbon Offset Fund. should Parties to the Convention find this helpful.

11. In addition. to promote renewable energy. we are exploring a broader

strategic partnership with the GEF and other financiers that would move towards a

large-scale program of renewable energy investment.

BIODIVERSITY

12. Second. on biodiversity: we simply won't succeed unless environmental

values can be reflected in the marketplace.

13. With this in mind, the Bank is seeking to establish -Market Transformation

Initiatives" in forest products and marine industries. These initiatives, which are

strategic partnerships between the private sector. governments, NGOs and

development financiers, will establish markets for sustainably produced products.

14. As a first step, I am inviting the CEOs of some of the leading forest products

companies and conservation organizations to join us in this effort.

15. 1 am also pleased to announce a partnership between the Bank and WWF to

help arrest the loss of forests globally. W\e are committed to work together. and

with others, to establish by year 2000 a representative network of protected areas

amounting to at least 10% of each of the world's forest types. And. in Bank client

countries we will help bring an additional 50 million hectares of forest ecosystems

tinder strict conservation, and to bring under genuinely sustainable management

with independent certification an additional 200 million hectares of tropical,

temperate and boreal forests. by the year 2005.
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OZONE DEPLETION

16. Third. let me turn to ozone depletion - the major bright spot in dealing with

global environmental issues - but even here, much more needs to be done.

17. A major remaining challenge is to eliminate CFC production in Russia. This
accounts for nearly half of remaining CFC production world wide and, through
illegal smuggling to other countries. is threatening to undermine the effectiveness
of the Montreal Protocol.

18. The Bank, in collaboration with the Russian CFC producers and government,
has developed a program to eliminate CFC production in Russia by 2000.

19. We now need to complete the necessary fund raising, and we seek your
support in this critical endeavor.

DESERTIFICATION

20. Fourth. addressing desertification is essential for poverty reduction and food
security in developing countries.

21. The Bank is already the largest financier of drylands investment, but we can
and must do more.

22. We have embarked upon a revitalized Rural Strategy -- in which the links
between poverty and land degradation are given special emphasis. We are helping
introduce improved agricultural techniques to stem the spread of further
desertification. and will help restore degraded land.

23. We offer to assist the Desertification Convention -- in partnership with others
-- in establishing mechanisms for mobilizing financing, and coordinating
implementation.

WATER

24. Fifth, the water crisis. Twenty countries now arc water scarce or stressed, and
the number will double by 2020.

25. Developing countries will need to invest about US $600 billion over the next
decade on water. The Bank expects to lend about US $35 billion during this
period, following the Dublin principles.

26. The Global Water Partnership offers an opportunity to solve water issues in a
more holistic way, and raise additional filnanciai resources. We are committed to
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make this work, and to continue working in partnership on the Regional Seas

Programs.

CONCLUSION

27. In all these areas, the World Bank will work in partnerships with others.

28. We will expand our work with the private sector to promote practical

business opportunities for sustainable development.

29. We will also promote higher standards of environmental and social

performance for private and public investments around the world. As an example,

with the World Conservation Union. we are launching an International Advisory

Commission on Large Dams to help raise standards for all large dams.

30. 1 recognize that we must work harder-to make absolutely sure that our own

house is in order.

31. With this in mind I would like to inform you of 2 important changes in our

own organization.

• First. we will be consolidating our environmental and social activities across

the entire World Bank Group including IFC and MIGA. With our private

sector operations assuming greater prominence, it is vital that all of our

activities have the same high standards.

" Second. we will be establishing a stronger system of compliance monitoring

within our own operations. Details will be announced in the near future.

32. Mr. President, Mr. Secretary-General. Distinguished Heads of State and

colleagues, the growing global problems of climate change. biodiversity. forest

loss. desertification and water are seriously threatening the long-term

development of many of our client countries - with the poor paying the highest

price.

33. These are not frinue activities. They are central to meeting human needs and

reducing poverty. I wholeheartedly commit the Bank to doing all it can to forge a

global partnership to promote equitable approaches to global environmental

issues. And to do it quickly. Time is not on our side. This agenda can afford to

wait.
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James D. Wolfensohn
Remarks to the United Nations Special Session

June 2 5 "' 1997
TOWARDS GLOBAL SUSTAINABILITY

INTRODUCTION

1. Mr. President. Mr. Secretary-General. Distinguished Heads of State, National

Delegates, and colleagues from the U.N. system.

2. Five years ago in Rio, governments from around the world came together and

committed themselves to a more equitable and sustainable world.

3. Five years later the picture is very mixed. As an institution dedicated to

reducing poverty, we at the Bank are more aware than ever of the continuing link

between the degrading environment and the poverty still afflicting so many of the

world's people. Less than a quarter of the world's people consume three-quarters

of its raw materials, while 3 billion people still live on less than S2 a day.

4. At the national level, we have seen a highly positive shift toward

environmental responsibility in the attitudes of some of the policy makers with

whom we interact. Perhaps a third of our client countries are showing real

progress on the ground in implementing the Rio Principles.

5. But there remains a huge and pressing global environmental agenda which

threatens to derail efforts to reduce poverty and meet basic human needs. It is y

almost a truism to say not enough has been done.

6. The GEF has become an effective financing mechanism for global challenges.

It must be replenished generously this year. The World Bank. as an implementing

agency for the GEF and Montreal Protocol and in its own lending portfolio. has

worked to helped countries fulfill their global commitments. but is committed to

doing more, as I believe we all must. Today I will outline a plan of action in 5

areas where I believe the Bank - working in partnership with many of you here -
can make a real difference.

CLIMATE CHANGE

First on Climate Change.

7. Continued global warming is in nobody's interest but the simple facts of the

matter are that the developing countries will suffer the most damage, and their

poor will be at an even greater disadvantage. I see the Bank's role in Climate
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Change as providing every opportunity to developing countries to benefit from the
huge investment the OECD must make in reducing climate change.

8. Progress to date has clearly been inadequate. Today, only 3 of the OECD
countries are likely to reach their non-binding commitments under the Convention
for the year 2000. It is essential that at the Kvoto meeting later this year industrial
countries make a strong commitment to significantly reduce greenhouse gas
emissions -- and that these commitments be implemented.

9. 1 believe that progress would be facilitated if "carbon offset" trading were
permitted under the Convention. I recognize that this is a sensitive issue, but I
believe the gains for both the global environment and our client countries could be
substantial. By 2010, tens of billion of dollars could be at stake annually in
offsetting carbon emissions and the benefits of these expenditures shall be shared
between OECD countries and our clients to facilitate expanded development
financing and technology transfer. It must also result in larger commitments to
reduce emissions in industrial countries.

10. To help make those gains a reality. the World Bank would be willing to
launch a Carbon Offset Fund. should Parties to the Convention find this helpful.

11. But reaching international agreements is only part of the answer. As
individual players we also need to do a lot more.

12. To promote renewable energy. we are exploring a broader strategic

partnership with the GEF and other financiers that would move towards a large-
scale program of renewable energy investment.

BIODIVERSITY

13. Second, on biodiversitv: here we simply won't succeed unless environmental
and social values can be reflected in the marketplace.

14. With this in mind, the Bank is seeking to establish -Market Transformation
Initiatives" in forest products and marine industries. These initiatives, which are
strategic partnerships between the private sector. governments, NGOs and
development financiers, will establish markets for environmentally and socially
sustainably produced products.

15. As a first step, I am inviting the CEOs of some of the leading forest products
companies and conservation organizations to join us in this effort.

16. 1 am also pleased to announce a partnership between the Bank and WWF to

help arrest the loss of forests globally. We are committed to work together, and
with others, to establish by year 2000 a representative network of protected areas
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amounting to at least 10% of each of the world's forest types. In addition, in
Bank client countries we are joining forces to help bring under strict conservation
an additional 50 million hectares of forest ecosystems, and to bring under

genuinely sustainable management with independent certification an additional
200 million hectares of tropical, temperate and boreal forests, by the year 2005.

OZONE DEPLETION

17. Third, let me turn to ozone depletion - the major bright spot in dealing with

global environmental issues - but even here, much more needs to be done.

18. A major remaining challenge is to eliminate CFC production in Russia. This

accounts for nearly half of remaining CFC production world wide and, through

illegal smuggling to other countries. is threatening to undermine the effectiveness

of the Montreal Protocol.

19. The Bank, in collaboration with the Russian CFC producers and goverrnent.

has developed a program to eliminate CFC production in Russia by 2000.

20. We now need to complete the necessary fund raising. and we seek your

support in this critical endeavor.

DESERTIFICATION

21. Fourth, addressing desertification is essential for poverty reduction and food

security in developing countries. Today. over 40 percent of the total land area of

the world has been degraded -- affecting hundreds of millions of people in abo*

100 countries.

22. The Desertification Convention was ratified last year -- and must now be

implemented. We stand ready to do our part.

23. The Bank is already the largest financier of drvlands investment, but we can

and must do more.

24. We have embarked upon a revitalized Rural Strategy -- in which the links

between poverty and land degradation are given special emphasis. We will be

actively seeking client countries in need of Our financing for this purpose. We

will help introduce improved agricultural techniques to stem the spread of further

desertification, and will help restore degraded land.

25. We offer to assist the Desertification Convention -- in partnership with others

-- in establishing mechanisms for mobilizing financing, and coordinating
implementation.
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WATER

26. Fifth, the availability and quality of water is reaching crisis levels in many
regions. Twenty countries now are water scarce or stressed, and the number will
double by 2020.

27. Developing countries will need to invest about US $600 billion over the next
decade on water. The Bank expects to lend about US $35 billion during this
period, following the Dublin principles.

28. The creation of the Global Water Partnership last year offers an opportunity
to reduce segmentation and raise additional resources. We are committed to make
this work. And to continue working in partnership on the Regional
Seas Programs.

CONCLUSION

29. In all these areas, the World Bank will work in partnerships with others. We
are already working closely with NGOs and scientific groups. as well as with our
client governments.

30. We will expand our work with the private sector in order to promote practical
business opportunities for sustainable development.

31. We will also be seeking to promote higher standards of environmental and
social performance for private and public investments around the world. As an
example. with the World Conservation U nion. we are launching an International
Advisory Commission on Large Dams to help raise standards for all large dan.

32. To assure this wider role. I recognize that we must work harder to make
absolutely sure that our own house is in order.

33. With this in mind I would like to inform you of 2 important changes in our
own organization.

• First. we will be consolidating our environmental and social activities across
the entire World Bank Group including IFC and MIGA. With our private
sector operations assuming greater prominence. it is vital that all of our
activities have the same high standards.

• Second. we will be establishing a stronger system of compliance monitoring
within our own operations. Details will be announced in the near future.

34. Mr. President, Mr. Secretary-General. Distinguished Heads of State and
colleagues. the growing global problems of climate change. biodiversity. forest
loss, desertification and water are seriously threatening the long-term
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development of many of our client countries - with the poor paying the highest
price.

35. These are not fringe activities. They are central to meeting human needs and
reducing poverty. I wholeheartedly commit the Bank to doing all it can to forge a
global partnership to promote equitable approaches to global environmental
issues. And to do it quickly. Time is not on our side. This is not an agenda that
can afford to wait.
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TABI

GEF Replenishment
President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

At Rio, Governments recognized the Global Environment Facility as an important financial
mechanism for achieving global environmental benefits provided it was restructured and
replenished.

Over an 18 month period Governments entered into negotiations which resulted in the restructured
GEF which is operating today together with a replenishment of approximately $2 billion.

Discussions on the next replenishment of the GEF began this past March, and it is anticipated that
the replenishment will be finalized before the end of this year.

The GEF Secretariat has projected, for purposes of the replenishment discussions, an indicative
range of US$2.5-3.5 billion to be contributed for the next replenishment period.

The World Bank strongly supports a substantial GEF replenishment because the GEF works and
works well:

• It is genuinely helping countries meet their obligations under the Climate Change and
Biodiversity conventions.

• It is providing the economies in transition with resources to complete their ODS phase-out and
meet their obligations to the Montreal Protocol.

• It is underwriting durable partnerships between countries who share large water bodies to
manage them sustainably.

• It is building capacity both at the country level and within the UN system, including of course
the World Bank, to identify and address global environment problems: our experience as GEF
Implementing Agency has helped to prepare the ground for complementary initiatives that we
are taking to benefit the global environment.

• It is promoting unprecedented cooperation between UNDP, UNEP and the World Bank.

• It is an important mechanism for catalyzing technology transfer.

• For every dollar of GEF assistance there is an associated dollar of IBRD and IDA resources,
and two dollars of co-funding from elsewhere.

• For every GEF dollar invested in mobilizing private capital, at least 10 dollars of private
investment are mobilized.

GEF Replenishment June 20, 1997





TAB2

W v Global Carbon Initiative
President's Briefing Note
W O R LD BANK AND THE ENVIRONMENT

Background

Increasing evidence exists that human activities have been and are currently contributing to
climate change. One hundred sixty-four countries have ratified the United Nations Framework
Convention on Climate Change (UNFCCC). The upcoming Third Conference of the Parties
(COP3) to the UNFCCC in December 1997 in Kyoto is expected to lead to binding green house
gas (GHG) emission reduction commitments by OECD countries and countries with economies
in transition as part of the terms of a Protocol (the "Kyoto Protocol") under the UNFCCC. It
could also allow for international collaboration in reducing GHG emissions among these
countries (Joint implementation) and possibly with some developing countries on a voluntary
basis. The cost of reducing GHG emissions in OECD countries without trading is estimated to
be significantly higher (about a factor of 3) than with trading.

The Carbon Offset Investment Business

If obliged by the "Kyoto Protocol" to meet emission reduction commitments, OECD countries
could limit their emissions by financing relatively more expensive domestic activities and, if
permitted by the Protocol, by financing some GHG reductions outside their own borders and
getting credit toward their overall reduction obligations. In this case, the OECD would pay for
such reductions in another country only where the cost for reducing emissions is lower. The
existence of supply (carbon offsets in the non-OECD countries) and demand (obligated OECD
countries) thus creates a market for the buying and selling of carbon offsets. Hence, there are
four key requirements enabling a carbon offsets market:

0 Commitment among the OECD countries to binding emissions reductions
0 High carbon abatement costs in OECD countries and low carbon abatement costs in the non-

OECD countries
0 Convention agreement that OECD countries can receive "credit" toward their own reduction

obligations for carbon offsets purchases from the economies in transition and/or developing
countries

0 Offsets must be verified by some authority in order for them to be valid and marketable.

A carbon offset trade would include the actual cost of abatement as a form of capital investment
and related costs associated with the project itself and a resource rent which flows to the supplier
(benefit to non-OECD partners). The resource rent is based on the expectation that deals would
be negotiated at prices lying between the direct costs of the offset sellers and the alternative costs
of the buyers. For instance, a domestic abatement option in an OECD country could have a cost
of $60/tonne and an international abatement option could be an investment in a project whereby
the costs are low at $20/tonne. The result is a surplus of $40/tonne which would be shared by the
buyer and seller. the potential market for carbon offsets is large. ECON, a Norwegian

Global Carbon Initiative June 20, 1997
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consulting firm estimates that the 2005 market will range from $3-16 billion in traded offset
value alone. Total investment costs are typically four times the offset value.

The Carbon Investment Fund

As part of the Global Carbon Initiative, the World Bank is exploring the establishment of a
Carbon Investment Fund (CIF). The Bank, through the CIF, could provide a mechanism whereby
buyers and sellers of carbon offsets could efficiently invest in a pool, or fund, of carbon offset

investments managed by the Bank. The CIF would act as a market intermediary by obtaining
funds from investors (primarily from private sector entities in industrialized nations and
governments, which have binding emissions reduction obligations) and investing these funds in

projects which would result in carbon emissions reductions in client countries (primarily
economies in transition or developing countries, if permitted). The funds could be utilized to

finance more climate friendly (less carbon intensive) regular Bank and IFC projects and the

atmospheric carbon resource rent.

Global Carbon Initiative June 20, 1997



kGlobal Climate Change Unit
Global Environment Division THE WORLD BANK

June 1997

Efficient Markets for
Greenhouse Gas Abatement

Current status

• Increasing scientific evidence indicates that greenhouse gas (GHG) emissions from fossil fuels,
industry and land degradation contribute to climate change. According to the IPCC, if emissions

continue to increase as projected, temperatures may increase by 1 - 3.5 degrees Celsius and

sea level rise 15 - 95 centimeters by 2100.
• Over 160 countries. the majority of which are Bank clients, have ratified the UN Framework

Convention on Climate Change (UNFCCC) signed in Rio in 1992.

• Only three of the obligated OECD countries will potentially achieve their reduction targets to

return to 1990 level of emissions by the year 2000.
• The World Bank and Norway are currently collaborating on a three-year Activities Implemented

Jointly (AIJ) program whereby pilot projects are implemented to reduce GHG emissions in

developing countries and countries with economies in transition (EITs).

rrerequisites for a carbon offsets market include:

* A protocol to the UNFCCC. anticipated in Kyoto in December, 1997, whereby all OECD couatries

and the EITs will submit themselves to binding GHG emissions reduction commitmtnts,
* A framework for the OECD countries under the Convention to purchase carbon offsets from EITs

and/or developing countries and then to receive "credit" for these offsets achieved outside their

borders towards their own reduction obligations,

" Existence of relatively high marginal costs of abatement of carbon in the OECD countries and

low marginal costs of abatement in the non-OECD countries,

* Verification of offsets by some authority in order to provide validity and make them marketable.

An investment vehicle

" The World Bank is exploring the establishment of a carbon investment fund as one mechanism

available within the potential global carbon offset market.
* A carbon investment fund would act as a market intermediary by obtaining funds from investors

(both government and private sector) and investing in projects which would result in carbon

emissions reductions.
• A carbon investment fund would contain a well-diversified portfolio of carbon offsets, resulting in

a considerable reduction of risks and transaction costs.

> Standardized investment deals would also reduce risks and limit transaction costs.

• A carbon investment fund would be competitive with other players in the market.



CONFIDENTIAL

Status of the Global Carbon Initiative

June 1997

This note provides teedback on the status of implementation of the Global Carbon

Initiative (GCI) and preparation for the establishment of its Carbon Investment Fund

(CIF): an update on the likely outcomes of the Convention's Kyoto Protocol negotiations:

and complimentarity of the GCI and GEF. including issues concerning resource

mobilization for both. ,

Background
Mr. Wolfensohn authorized further development of the new Global Carbon

Initiative business product on February :th. 1907. At this time point the GCI product

team was tasked with:

+ obtaining feedback for Mr. Wolfensohn prior to the June G7 summit and the July

UNGASS on OECD and G77 support for the proposed Carbon Investment Fund

(CIF) and any advice they have on timing of any Bank announcement of its intentions

to help Convention Parties meet their new obligations through a CIF-type

mechanism:
• further development of the legal framework for establishment and operation of a

Carbon Investment Fund and on obtaining pledges (,M0T 5) of support for the CIF in

the event of KVoto Protocoi allowing crediting for JI activities between Annex I

countries:
• making progress on methodological issues such as quantification of the baseline.

and on certification and veritication or carbon oftsets sold through a Carbon Fund or

Funds for which the Bank would be broker.

Status of GCI Implementation
The work program agreed to meet the above objectives has been achieved or

exceeded. Indeed. a second product line of Carbon Free Products (voluntary payments to

oil and power companies by environmentally conscious consumers wishing to neutralize

the climate impacts of their consumption) is being developed that was not featured in the

original GCI new product presentation. These have led to negotiations on business

partnerships with Chevron and the International Federation of Automobile Associations

on mobilizing voluntary payments for carbon offsets in deeloping countries the Bank

would broker as a service to their clients or to attract new consumers.

Status of the Global Carbon Initiative Page I



Feedback from key OECD and G7~ Countries on the Bank's GCI
Since Mlarch. Bank teams have bretfed senior representatives. and often Ministers

themselves. in 20 key G7'OECD and G~7 countries on the GCI and proposed Carbon

Investment Fund and briefings are planned 1or additional countries over the next weeks.

Six Executive Directors have also been briefed on the GCI. Countries apprised of the

Global Carbon Initiative include:

" G7 Members: [SA. Cermany. Japan. France. Canada. Italy. Mleetings with UK's

new Ministers and staff are planned for June.

* Other OECD: Netherlands (also as Chair of EU). Switzerland. Norway. Sweden.

Denmark and Finland. In addition. the European Commission has been briefed.

• Economies in Transition: Czech Republic. Slovak Republic. Slovenia. Poland and

Hungary. Mission planned for Russia in mid-July.

• Developing Countries: China. India. Nlexico. Costa Rica and Brazil. Missions

planned for Argentina. Tanzania (Chair of G77). South .\frica. Zimbabwe for June-

July.

Overall. feedback is very positive. A express strong interest in the Bank's

proposed initiative and have a variety of ,esponses to their own enuagement with it and

on how they view its development in parailel with ongoing Kyoto Protocol negotiations.

The consultations have involved obtaining political support as well as clarifying

Qovernment's interest in participating as investors in a initial Carbon Investment Fund.

The minimum investment level from each overnment has been indicated as 10 mill

USD. Tangible outcomes of these discussions to date include:

• Norway has signed a Memoranda of ' nderstandinu (Mot-*) with the Bank indicating

their intention to participate in the GCI wA ith a view to binding commitments eArly in

1998 conditional on a positive outcome from Kyoto. Sweden and Switzerland are

scheduled to siun similar >Jolis hetoe I NGASS.

• The Netherlands is meetn VP Seraceidin at the poiiticai level to discuss a possible

MoU at the same time. It is likely that additional countries. including Finland. Japan

and Germany. may decide to participate during the next few months. This means that

we already have an investment interest in the ranue of 40 - 70 mill USD of additional

Government financing in the initial Fnd.

" USA is very supportive of the GC Carbon Investment Fund seeing it as one of the

few practical options for impiementing a bindingL Protocoi on emissions reductions:

* Russia. the Czech and Slovak Republics arc embarkinu on strateuic analyses of

their options for participation in the (GCI with Bank assistance:

" India and China have GCI participation under serious review and they have been

cautiously receptive to the product in early discussions:

Status ojthe Globual Carbon InititiV Page 2



" Costa Rica is very supportive ol the GCI and is promoting emissions trading in LAC
region countries and launching its own tradable emissions certificates:

• Brazil is hosting a workshop oruanized b\ the Bank to review the JI activities and
become informed on the Bank's GCI and Mexico has invited the Bank to discuss the
GCI with several Ministries this week.

Feedback from business
After the First initial stages. the market for carbon offsets will become more and

more dominated by private sector companies. The GCI aims at promoting this
development and has been looking for potential private sector investments already in the
first phase. The GCI has been presented to around 10 private companies in 5 countries.
About half of these have indicated an interest in participating. The minimum investment
envisaged from each private sector entity is 5-mill USD.

The Norwegian oil company Statoil has aiready signed an MoU. The Swiss
financial management company VTZ and Norwegian utility \aturkraft will do so within
the next few weeks. Additional NIoUs with Danish. Swedish and Dutch companies will
probably follow within a couple of months. In addition to these. we have had initial
discussion with German. Japanese and US companies. We are confident that we will be
able to raise at least 30 - 50 mill USD from these companies.

The GCI has been presented to and received strong support from the World
Business Council for Sustainable Development. They 'nay also be interested in
participating as an investor in the Fund

Development of legal framework and methodological issues
A working group on eal issues. headed by LEGEN. and \ith participation from

ENVGC and the IFC, have explored the options for organization of a carbon investment
fund. Preliminary findings so far indicate that the initial fund could be set up as a regular
Bank trust fund under existing rules and regulation. Based on experience from the first
fund. incorporation of later funds could be considered.

The GCI has developed an approach paper on the methodological issues. outlining
realistic and practical solutions to the main challenges. This paper has been discussed
with a wide range of stakeholders. including the LNFCCC Secretariat. IEA and OECD.
and received broad support. By the end of 1997. we will have developed practical
guidelines for handling the methodological issues in individual projects.

Status of the Globual Carbon Initiative Page 3



Global Climate Change Unit
Global Environment Division THE WORLD BANK

June 1997

The Carbon Offset Investment Business
and the Potential Role of the World Bank Group

1. Introduction

Increasing evidence exists that human activities have been and are currently
contributing to climate change. In 1992, Qver one hundred countries signed the

United Nations Framework Convention on Climate Change (UNFCCC) in the

hope of finding ways to mitigate the effects of anthropogenic sources on climate

change. Ncn-binding targets were voluntarily set for the abatement of carbon

emissions. the most prevalent greenhouse gas (GHG) contributing to climate

cnange. The upcoming Third Conference of the Parties (COP3) to the UNFCCC

in December 1997 in Kyoto is expected to leac to binding GHG emission

recuction commitments by OECD countries anc countries with economies in

transiticn E!iT countries), currently listed in Anrex I to the Convention. It could

aiso ailow fcr !nternational collaboration in reducing GHG emissions at least

among the Annex I countries and possibly with some deveioping countries on a

fully vciuntary basis.

International collaboration in reducing carbon and other GHGs is expected to be

an efficient way for industrializec countries to meet their emission reduction

targets. One form of collaboration, Joint Implementation (JI) as expressed in

Article 4 2a of the UNFCCC Treaty, is the process by which one party may

implement measures jointly with another Party in an effort to reduce GHG

emissions. in March 1 995. the second Conference of the Parties in Berlin

adopted a pilot phase for Activities Implemented Jointly (AIJ) whereby both
developing and industrialized countries can participate in projects that reduce

GHG emissions. However. these activities cannot be credited toward the

existing commitments of industrialized countries.

2. The Carbon Offset Investment Business

During the AIJ pilot phase, GHG reductions are realized on a project-by-project
basis without crediting. Should the Kyoto Protocol agree to allow carbon offsets,

this allowance would serve to initiate JI and enable industrialized countries to



negotiate more ambitious targets. As the costs of reducing carbon emissions are
assumed to be relatively cheaper in the EITs and developing countries, the costs
of achieving these reductions would be considered a less expensive option for
countries with stringent GHG targets in meeting binding GHG reduction
commitments. Under a possible future JI regime, countries would be most likely
to pay for such reductions in another country where the cost for reducing
emissions, or the marginal abatement cost, is lower. Compared to projected
business-as-usual or baseline emissions. a quantifiable amount of carbon will
have been offset as a result of the new activity. The resulting "carbon offsets"
can then be "credited" towards the party which pays for those offsets and which
may use them to meet its obligations. This party could be a private sector entity
that must meet its GHG obligations under a national regulatory system. It could
also be a national government that acquires GHG credits itself to meet its
national targets under the UNFCCC. Whether the private sector of a country
invests in JI projects depends on the individual country decisions regarding the
domestic implementation of the UNFCCC and the policy instruments applied to
allocate to domestic agents.

The existence of supply (carbon offsets in low-cost countries) and demand
(obligated high-cost countries) thus creates a market for the buying and selling of
carbon offsets. The four key requirements enabling a carbon offsets market
include (1) a commitment among countries to binding emissions reductions: (2)
the existence of relatively high marginal costs of abatement of carbon in the
industrialized countries and low marginal costs of abatement in the other
countries: (3) a framework for the obliged countries to purchase carbon offsets
rom the EITs and/or developing countries and then to receive "credit" for these
offsets acileved outside their borders towards their own reduction obligations;
and, (4) the verification of offsets.

Ficure 1 Kustrates how differing costs levels among countries and obligatory
commitments coupled with crediting may form the basis of an emissions market
and the resulting share of benefits from cost reductions. (Note: These cost
curves are purely illustrative.)
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3. Product Development

3.1 Recent Involvement and Lessons Learned
The World Bank has already been Involved in the preliminary stage of carbon
Investments and carbon offset deal-making for several years. During 1993-96,
the World Bank and the Government of Norway partnered a demonstration
program wnich featured pilot projects in Poland and Mexico. The results of these

procrams have been repcrted to the UNFCCC In 1996, also in partnership with
tne Government of Nonay, the Worid Bank initiated its own Ali Program. The
program is expected to mocilize USD 1 5 million in cofinancing and has already
establishec a pilot project in Burkina Faso which is projected to offset 1.5 million
tons of carcon over five years. New pilot projects will be established in 1997.

Depending on the outcome in Kyoto. the Bank is prepared to respond and offer a
line of procucts that are in the best interest of all parties that choose to be
nvolved. The Bank is currently exploring this and evaluating the feasibility of
various options/products. In doing so. it has drawn from the lessons learned
from the AlI Program and the experience with AIJ projects that other have
shared.

Two main lessons learned from the AIJ experience include the predominance of
rather high transaction costs. A study by the Nordic Council states that
transaction costs for bilateral project-by-project deals are 7% - 30% of the total
project cost. For reference. the average transaction cost for GEF projects is

approximately 8%. Secondly. these bilateral deals incur a high amount of risk,
such as the estimation of environmental benefits prior to project implementation -
- one project may undercerform whereas another might overperform.



These issues combined are a major hurdle for governments and companies to

overcome in order to invest in JI on a bilateral basis. The Bank will continue to
offer its services as a mediator of these bilateral AIJ/JI deals: however, it is also

exploring the opportunities for more efficient products to overcome these
obstacles and provide further incentives for an efficient carbon offsets market.

3.2 An Investment Vehicle
Therefore, the Bank is exploring the establishment of a carbon investment fund
as one mechanism available within the potential global carbon offset market. A
carbon investment fund could provide a mechanism whereby buyers and sellers
of carbon offsets could efficiently invest in a pool, or fund, of carbon investments.
This mechanism would act as a market intermediary by obtaining funds from
investors (primarily from private sector entities in industrialized countries with
binding emissions reduction obligations) and investing these funds in projects
which would result in carbon emissions reductions in low-cost countries (primarily
EITs or deveioping countries -- if permitted-under the UNFCCC).

Carbon offsets investment fund
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A carbon investment fund would contain a well-diversified portfolio of carbon
offsets arranged via standardized deal-making, resulting in considerably reduced
risks and reduced transaction costs. Furthermore, a fund would be competitive
with future players in the market.

This fund demonstrates only one option available given positive results from the
Kyoto Conference. Other scenarics and/or modifications can be illustrated



especially given the potential for private sector interest. An interactive and tailor-
made approach would allow these mechanisms to respond to the various
motives and needs of the potential investors and hosts. The government or
private sector entity may have geographical or technical preferences. For

example. a government or company may be more interested in buying offsets via
a fund that invests in its region.

3.3 The Advantages of a Carbon Investment Fund:
The following points outline the advantages in developing a carbon investment
fund:

Developing countries and the EITs:

• A significant portion of the trade value would be net income or profit of the
developing countries or EIT's in the form of resource rent flows.

" Large-scale technology transfer would.be stimulated in the developing
countries and EITs.

• Through the spread of increasingly energy efficient technology, a carbon
offsets investments would benefit national and regional environmental
circumstances.

• VVith a strong focus on private sector investors, an investment fund would
substantially increase the resource flows from developed countries to
developing countriesiElTs.

Industrialized countries and the private sector:

• A carbon investment fund would provide substantial costs savings for
investors (both public and private) looking to reduce their carbon emissins.

* investors In the fund would expose themselves to minimal risk by utilizing a
managed fund with a well-diversified portfolio.
The Private sector would be able to provide technology and services on a
competitive basis.

4 A carbon investment fund would be one vehicle for companies to reach the
;green consumer", for example, via carbon-free products.

• A carbon investment fund would generate a realistic price for polluting
activities.

4. The World Bank's Comparative Advantage

Several features distinguish the World Bank and its capacity to engage in the
caroon investment business as an intermediary:

• The World Bank, independently, and as one of the Global Environment
Faciiitys (GEF) implementing agencies, has first-hand technical experience in



carbon abatement projects, and associated issues, including methodology,
monitoring and risk mitigation strategies.

• Through its conventional operations, the World Bank has access to USD 6
billion worth of projects in key carbon abatement sectors such as energy,
industry, transportation and land-use.

• The Bank has begun applying a new technical tool, Global Overlay, to
integrate global environmental externalities into its project assessment work.
The synergies for project identification between the global overlays program
and the carbon investment fund are currently being developed.

• The Bank Group has also demonstrated its ability to mobilize external
cofinancing for projects related to carbon abatement. The role of the World
Bank Group's private sector affiliate, the International Finance Corporation
(IFC), is also vital to accessing cofinancing.

• The World Bank has strong project management capabilities and experience
in managing sovereign risk. This is particularly important for an emerging
business with limited precedence and high risk.

" The Bank is well placed to help establish the necessary market institution and
international administrative structures and guidelines for a GHG investments
system in collaboration with partner countries, international organizations and
other stakeholders.

• Finally, by engaging in a carbon investment business, the Bank would act as
a market maker, allowing a competitive market for investments in carbon
offsets to emerge faster and on a broader scale.

5 Next Steps

There is a cossibility that negotiations in Kyoto will result in the conditions
necessary for the creation of a market for carbon offsets. Depending on th4
conditions stipulated by the negotiations, the resulting market could Provide
opportunities for EITs and developing countries to earn resource rent and to
acquire access to new technologies, permit industrialized countries to achieve
cost savings and the overall amelioration of global climate change and other
local and regional environmental concerns.

The Global Carbon Initiative is researching various mechanisms and instruments
to facilitate this carbon offsets market, one of which includes the feasibility of a
carbon investment fund. The next steps include a series of consultations with
various potential host and investor countries and private sector companies to
determine their interest in a carbon investment fund. Research is currently
underway to establish guidelines for assessing and verifying direct and indirect
GHG emissions reductions at the project level. Finally, efforts are being
undertaken to establish relationships with the regional departments of the Bank,
International Finance Corporation, client countries and non-governmental
organizations



The World Bank's growing emphasis on increasing private sector involvement,
the use of market-based initiatives, and particular attention to socially and
environmentally sustainable development are all objectives which could be
enhanced by its potential involvement in the carbon investment business. Either
through the Carbon Investment Fund or some other vehicle, the Bank could
assist in the critical development phase of the carbon market.
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TAB 3

Partnership for Renewable Energy
President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

Background

The Bank could create a powerful alliance with the Global Environment Facility by allocating a
portion of its energy lending to renewable energy, in order to:

0 reduce the risks of climate change and simultaneously reduce local air pollution;
0 adopt cost-effective clean technologies;
0 pave the way for countries to adopt a sustainable energy future.

If the Bank committed about 20% of current total lending for energy (about $600 million per year)
for five years, and reached agreement with the GEF for incremental funding of $150 million per
year, it would provide the basis for worldwide leadership in the financing and promotion of a large-
scale strategic renewable energy program with very large long-term economic and sustainable
development returns. This effort would complement the Bank's traditional work in commercial
energy, which is largely geared toward improving the economic and business environment for
private capital flows, financing commercial energy, and providing policy advice on sectoral
efficiency.

Features of the Initiative

The initiative would have unique features:

0 It would seek ways to reduce the global costs of renewable energy technology supply by being
the major global finance supplier for solar, wind and biomass renewable energy technologies
and the major promotor of developing country markets by providing technical advice on
removing barriers to adopting renewable energy in them;

0 It would provide opportunities for creative marketing and investment including exploiting the
potential for aggregating markets to reduce the costs of long-term financial commitments and
to confirm economics of scale, investment in manufacturing joint ventures, and systematic
reviews of policy and information barriers to market development.

Although placed within a comprehensive and clear global programming framework, projects would
be required-to be fully country-driven and in accordance with country assistance strategies and
country priorities. Competition between countries and their energy companies for these resources
would result in high quality projects. Within the joint program, assistance would likely be needed

for research and development, especially in those countries that may have a long-term interest in

developing domestic manufacturing capacity. The program should also leverage additional
matching financing from other such as IFC, Foundations, and, on a more modest level, non-
governmental organizations.

Partnership for Renewable Energy June 20, 1997
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TAB 4

iz ~Market Transformation Initiatives

President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

Market Transformation Initiatives (MTI's) are partnerships between market change
agents such as NGOs, private enterprise, development financiers and foundations to transform
market behavior to environmentally and socially sustainable practices.

The value proposition of MTIs is that by working together key market change agents can
significantly accelerate the rate of market transformation to sustainable practice. For the Bank's
engagement in MTIs the value proposition is its development impact is measurably greater if it
explicitly tailors its assistance to build on and leverage the resources, capacity and relative
competencies of other active supporters of sustainable practice in particular markets.

MTI's are characterized by:
• Strategic coalitions sharing the objective of sustainable use of a particular natural resource or

public good, e.g. global forests, coral reefs.
• Partnerships between private sector companies, NGO's, and development financiers

(including bilateral agencies and philanthropic foundations) that can provide catalytic advice
or financing for largely private sector investments which demonstrate sustainable practice.

• Flexible informal consultative mechanisms unencumbered by bureaucracy and operating at
low cost.

The "product" of MTI's in a particular market-place and segment (e.g. producers and
consumers of timber products from Russia's Eastern European forest, or live fish from
Indonesia's coral reefs) should be:
• quantifiable change to sustainable practice in a specified time frame, such achieving

independently certifiable sustainable forestry of 50% percent of the market from zero percent
over a five year period;

" each member of the coalition agrees to be held accountable for the targeted market
transformation and their part in it along the value chain;

" strategic alliances between the Bank, private sector, NGOs and governments to achieve
significant and measurable contributions to the desired market change.

An example of an MTI is the Forest Market Transformation Initiative (FMTI):
Objectives include transforming global timber markets to sustainable practice, focusing on the
main frontiers of forest loss in the Congo Basin, Papua New Guinea, Guyana Indonesia and
Russia's European forests. It is active in pioneering catalytic funding ("green carrot") financing
packages to stimulate demonstration of truly sustainable practice in timber harvesting, and to
improve understanding of alternative fibers. Global FMTI partners include the Strategic
Environment Advantage, MacArthur Foundation, Collins Pine, B&Q, Seven Islands Timber,
WWF, WRI, and the Rain Forest Action Network.

Market Transformation Initiatives June 20, 1997
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Other MTIs under implementation or planned with similar structures and objectives include:

Photovoltaic Market Transformation Initiative (PVMTI): This MTI is a technology-
based initiative, using the power of an individual environmentally low impact and socially friendly
technology to drive sustainable development of the global energy sector. Designed by the Bank
Group, implemented by the IFC, and financed by the GEF, the PVMTI. represents a strategic
coalition of stakeholders in solar energy comprising global NGO, private sector, development
financiers and foundations, working with local coalitions of private sector investors, associations,
NGOs and governments in each target market. In the first phase of the PVMTI, $30 million of
grant assistance was approved by the GEF Council in October, 1996, to support competitively
solicited solar photovoltaic energy projects in India, Morocco, and Kenya. These funds will reduce
obstacles to PV market development and attract additional private investment for new and
expanded PV energy supply. A second phase of the PVMTI is expected to target market
development in 3 additional countries.

Hydrocarbon Refrigerant Market Transformation Initiative: This MTI is in the form of
the Global Hydrocarbon Refrigerant Market Barrier Review and is targeting the global market for
alternative environmentally sustainable refrigerants. This market transformation is driven by the
Vienna Convention to protect the Ozone layer and its Montreal Protocol. Funding for developing
country participants in the agreement is provided by the Montreal Protocol's Multilateral Fund.
Technology choice for alternative ozone layer friendly refrigeration includes substances that may
have enduring climate change impacts, hence the Bank and other stakeholders are concerned to
support alternatives that have the lowest overall impact on the global environment i.e. are both
ozone layer friendly and climate change neutral. The strategic coalition of market transformation in
this initiative includes the German and Swiss Governments, the Bank and NGOs such as
Greenpeace.

Marine Products Market Transformation Initiatives: WWF and Unilever (which has 40%
of the global seafood market) have formed the Marine Stewardship Council (MSC) to define and
certify sustainable practice in the seafood industry. WWF and the Bank have agreed to explore the
opportunity for related forming specific MTIs targeted to leading the change towards sustainable
production and harvesting practices in sub-sectors which the Bank Group is or can be active in
based on our expertise, portfolio, pipeline and client dialogue. Market segments under review for
targeted Marine MTIs include shrimp and other coastal aquaculture, inshore fisheries, and coral
reef live fish markets.

Solar Development Corporation: Under Energy Department direction, the Bank Group has
designed with the Rockefeller Foundation the SDC to accelerate market development for solar
photovoltaic energy, complementing the PVMTI (above) and the IFC's GEF-supported Renewable
Energy and Efficiency Fund. The SDC is to be a stand-alone company to fulfill roles both as a
business development and financing entity for PV operations, and the potential to be commercially
sustainable.

Market Transformation Initiatives June 20, 1997
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TAB 5

WWF-Bank Collaboration for Forest
Conservation and Sustainable Use

President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

Background

The World Bank Group and the World Wide Fund for Nature (WWF)* are entering into a
Memorandum of Understanding to establish a "global alliance" for forest conservation and
sustainable use. Both organizations share a concern for the biodiversity, climate, economic and
social implications of deforestation and forest degradation in the world, and recognize the urgency
of dealing with these problems. Both groups agree that their interventions' effectiveness and
relevance would be greatly increased through a strategic collaboration taking advantage of common
goals and approaches and complementary skills.

WWF is an ideal partner for the Bank in forest conservation and sustainable use. They have offices
in 120 countries, 5 times more foresters than the Bank, and close working relationships with local
communities, NGOs and. the private sector globally and in developing countries with important
forest resources. Together, WWF and the Bank would build coalition for change with other
NGOs, private sector and local community groups

Points ofAgreement

The essential points of the alliance are:

A Common Approach to the Forests

• WWF and the Bank have agreed to work jointly to escalate and focus international efforts to
deal with the ecological, economic and social consequences of deforestation and forest
degradation in the world;

* The two organizations agree that:

- a representative network of protected areas must be established across developing and
developed economies amounting to 10 percent of each of the world's major forest types by
year 2000 and that for Bank client countries, 50 million ha of representative forest
ecosystems should be brought under strict conservation by 2005;

-> a large area of natural forest in developing countries and economies in transformation
must be brought under genuinely sustainable management starting from a negligible
amount today, (the Bank is committing to a target of 100 million ha of temperate and boreal
forests, and the same area of tropical forests, should be independently certified as under
sustainable management by year 2005).

WWF-Bank Collaboration for Forest June 20, 1997
Conservation and Sustainable Use
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Working for Forest Conservation and Sustainable Use

• Four specific programs of activity will be shared, as the main means of collaborating on this
project:

-> identification and establishment offorest protected areas: utilizing WWF field capability
to define such areas and the Bank's ability to invest in and develop new financial
instruments to implement protection;

- independent certification of sustainable forestry: private sector approaches: combined
WWF/Bank initiatives on both the demand and the supply side of the international forest
products market, aimed at promoting investment in, and purchase of, products from
sustainably managed forest;

-> integrating policies, programs, and interest groups: utilizing organizational networks
and advantages to move forest countries beyond broad commitments to sustainability
targets, towards geographically and technically specific forest management agreements;

-> new products and instruments: joint programs to promote new approaches to forests,
such as transition funds aimed at helping local communities to invest in sustainability, and
compensatory mechanisms with the same objective.

The two organizations will work on refinement of their collaborative program, along the lines
suggested above, and with attention to developing joint priorities for both the focus and nature of
activities to be shared, and also geographical location of such activities.

* WWF is known as World Wide Fund for Nature, except in the United States and Canada,
where it is known as World Wildlife Fund

WWF-Bank Collaboration for Forest June 20, 1997
Conservation and Sustainable Use
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TAB 6

Russian Phaseout of CFCs
President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

Background

Continued Russian CFC production is seriously threatening our efforts to implement the Montreal
Protocol on ozone layer protection by feeding a black market trade worldwide, which undermines
phaseout efforts for ozone depleting substances (ODS) in the OECD and developing countries.
Russia's CFC production capacity is more than half of the world's remaining capacity.

In November 1996, in response to the World Bank's request, the United States through Al Gore
agreed to allocate US$6 million to the initiative. The U.S. has been an active partner with the Bank
in reaching agreement with the Russian Government through the Gore-Chernomyrdin Commission
and in urging other donors to contribute (Canada, Japan, Germany, Italy).

The Bank has taken the initiative to close off this source of ozone layer destruction and has reached
an understanding with the Russian Government and Russian private enterprises concerned to
phase out CFCs over an 18 month period.

Status of the Initiative

The Bank has obtained formal agreements from the Russian Government and the seven Russian
CFC-producing enterprises concerned that they will close CFC production in exchange for the
negotiated compensation (US$24 million).

Total funding required for the initiative is US$27 million, comprised of the US$24 million
negotiated closure compensation plus US$3 million for technical assistance, verification
procedures and project administrative costs.

Written commitments and verbal undertakings from donors to date have reached US$15 million of
the total funding required, leaving a shortfall of US$12 million.

The Russian Government has offered to utilize existing IBRD environmental TA project funds for
part of the technical assistance costs, although because of procurement limitations this can at best
contribute US$1 million.

All internal Bank processing for the project has been completed as far as possible pending
commitments of funding. In a letter of June 4 to OECD Ministers of Foreign Affairs and
Environment, Mr. Wolfensohn noted that the Bank and Government of Russia has done all that
could be done without full funding and asked for their advice on how to proceed in the
circumstances of a funding gap.

Russian Phaseout of CFC Production June 20, 1997
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TAB7

L Desertification
President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

Background

Desertification and drought are problems of a global dimension that affect more than 900 million
people in 100 countries, some of them among the least developed in the world. Forty-one percent of
the world's total land area is being wholly or partially lost to desertification and land degradation:
30% of the irrigated lands, 47% of the rainfed agricultural land and 73% of the rangeland is
undergoing some sort of desertification/degradation. Desertification and land degradation is largely
caused by poor land management, often amplified by prolonged periods of drought. Desertification
and drought affects sustainable development through their interrelationships with important social
problems such as poverty, poor health and nutrition, lack of food security, and those arising from
migration, displacement of people and demographic dynamics.

The Desertification Convention

As a result of demonstrated commitment to the desertification and land degradation issue at Rio, a
Convention to Combat Desertification (CCD)* was adopted in 1994 and ratified in late 1996; it
has now been ratified by eighty countries. The Convention places a strong emphasis on a multi-
source funding approach. A Global Mechanism (GM) was set up under the Convention to help the
Parties mobilize financial resources. To be effective, the GM will need to draw on the strength of
its host organization(s), still to be selected, which must feature experience in natural resources and
management, the ability to mobilize financial resources and to promote a variety of innovative
funding mechanisms, and effective information and contact networks.

Other Institutions' Activities To Combat Desertification

UNDP/UNSO is among the largest donor agencies helping to combat desertification: between 1992
and 1996 it supported programs and projects in some 130 countries for $1 billion, mainly from
trust funds provided by Denmark, Norway, France and other bilaterals. IFAD's program, which is

aimed at grassroots agricultural development, has made a major commitment to combating
desertification, with 42 projects in 24 countries costing more than $700 million. FAO, with more
than 200 projects in 30 countries, has a strategy which aims at using preventive measures in
undamaged or slightly degraded lands, corrective measures to regenerate moderately degraded
lands, and rehabilitation measures to restore seriously degraded lands. The GEF's operational
strategy calls for maximizing global benefits arising from interventions in deforestation and
desertification under the GEF four focal areas.

Desertification June 20, 1997



2 TAB7

Current and Future Role of the World Bank

The World Bank has been very active in drylands management and in helping countries combat

desertification. During 1990-95, the Bank financed 108 projects to improve natural resource

management in dryland areas, with Bank financing totaling $6.8 billion and leveraging an

additional $13.4 billion. The Bank's new portfolio since 1995 contains 57 projects dealing with

dryland issues totaling $2.3 billion and leveraging $2.7 billion.

Bank lending should support the objectives of the Desertification Convention, including support to

sustainable management policies and practices that reverse serious degradation of soils. This is an

important component of the Bank's new strategy on rural development. Priority should be accorded

to Africa, since this is where major land degradation and desertification issues have arisen and

where the impact on poverty (especially marginal farmers) is the greatest. The Bank should play a

proactive role in operational assistance, donor coordination, and research with the primary focus

on Africa, and give consideration to playing a broader strategic role in the context of the

Convention.

In particular, the Bank is offering its services to the Desertification Convention, in partnership with

others, to help establish mechanisms for mobilizing financing, implementation and enforcement.

*Convention to Combat Desertification in Those Countries Experiencing Serious Drought and/or

Desertification, Particularly in Africa.

Desertification June 20, 1997



PO

0o
91



TAB8

Water
President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

Background

Around the world, over a billion people lack access to adequate supplies of water and close to two

billion people suffer from the consequences of poor sanitation. Millions of people, especially

children, die each year from contaminated water. Water quality in developing countries is

generally poor and getting worse. In many areas, the lack of water, not land, will be the main

constraint to agricultural production and food security.

In the 1990s, alarm has grown around the world about reconclining these rising demands with

limited supplies, and in doing so in a way that improves rather than further damages the

environment. The need for comprehensive approaches to water resource management to avert a

worldwide 'water crisis' has become clear.

The Dublin Principles and Rio

The pre-Rio "international conference on water and the environment", held in Dublin in 1992, was
attended by over 100 countries. The meeting produced a remarkable consensus on the principles
which should be followed in managing water. The "Dublin Principles", which were incorporated
into Agenda 21, are:

0 fresh water is a finite and vulnerable resource, essential to sustain life, development and the

environment;
0 water development and management should be based on a participatory approach, involving

users, planners and policy-makers at all levels;
0 women play a central part in the provision, management and safeguarding of water;

0 water has an economic value in all its competing uses and should be recognized as an economic

good.

The World Bank Water Resource Management Policy

The Dublin Principles have subsequently had a wide impact on water policies at the international

and national levels. Inter alia, the World Bank's Water Resources Management Policy Paper of

1993 is consistent with, and builds on, the Dublin Principles.

Water June 20, 1997
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The Global Water Partnership

"Partnership" and "collaboration" are major themes of the new consensus on how water should be

managed. Consistent with this vision, the Bank has energetically fostered new forms of partnership

aimed at translating the Dublin Principles into concrete actions on the ground. An important

demonstration of this commitment is the Bank's active participation in the Global Water
Partnership. The overriding goal of the GWP is to help developing countries translate the Dublin

Principles into practice. The process goals of the GWP are to ensure that this happens by reducing

transactions costs and overlap so that the outcomes are better for both developing country

"recipients" and for "donors". Modeled on the CGIAR (a professional-driven, non-bureaucratic

and accountable partnership), the GWP has had a promising first year, initiating substantive

programs in Southern Africa and South East Asia.

Water June 20, 1997
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F IMEDIATE RELEASE

The World Bank
News Release No. 97/1377 S Contacts: Phil Hay (202) 473-1796

Clare Fleming (202) 473-2874
Kristyn Schrader (202) 458-2736

WORLD BANK OFFERS "GREEN TOP TEN"
IN ADVANCE OF UN EARTH SUMMIT

Calls for renewed efforts to safeguard environment

WASHINGTON, June 5, 1997-Today, on World Environment Day, the World Bank
presents ten measures which, it believes, can exert real impact on improving and protecting the
environment. The call comes as world leaders, including President Clinton, and other dignitaries
such as World Bank President James D. Wolfensohn, prepare to attend a Special Session of the
UN General Assembly on the Environment in New York later this month.

The Earth Summit+5, as the UN session is called, will assess how much progress has
been made on environmental priorities such as global warming, depletion of tropical forests, air
pollution, and water conservation, since the first Earth Summit was held in Rio de Janeiro in
1992.

The World Bank says that despite encouraging progress in some of these areas, for
example, reducing lead in gasoline and cutting the use of ozone-depleting chemicals, the current
state of the global environment remains cause for profound concern. It notes that carbon dioxide

emissions in developing countries have jumped by nearly 25 per cent since Rio, that pollution
continues to worsen in many world cities, with 1.3 billion people still affected by poisonous air,
and that tropical plants and bird life continue to be lost at a rapid rate.

According to the World Bank's Managing Director of Operations, Caio Koch-Weser,
the bank is deeply concerned about the lack of momentum since the Rio Summit. He says the

time has come for greater global partnership between industrialized and developing countries,

UN agencies, private business, universities, international banks, local communities, non-
governmental organizations, and other groups to forge a more strategic approach for safeguarding

the environment.

"As central to this approach, " says Andrew Steer, Director of the Bank's
Environment Department, "we are presenting a list of ten measures which could make a real

difference to the environment in the long-term."

• Phase out Lead in Gasoline Within Five Years
• Move Toward More Aggressive Elimination of CFCs
• Build Global Carbon Markets to Reduce Climate Change

• Make Water an Economic Asset
• Make Cities More Livable

Top Ten for the Environment I of 5



• Conserve and Manage Critical Ecosystems on Land and at Sea
• Commit New Money for the Global Environment Facility (GEF)
• Build Alliances to Transform the Marketplace
• Adopt Greener Accounting and Eliminate Harmful Subsidies
• Apply Environmental and Social Assessment Consistently

"As the new millennium approaches, we must step up efforts to work together as partners
in this critical pursuit of protecting the environment," says Caio Koch-Weser. "Together we
must take steps to transform the marketplace so that environmental and social concerns are
addressed right from the very beginning. No less than the future of the planet, and the quality of
life it affords mankind, are at stake."

Echoing the call for greater partnership, Andrew Steer adds that the Bank has developed a
close working relationship with many of the leading environmental groups, including the World
Conservation Union (IUCN), which is the largest umbrella group of conservation organizations
in the world. Steer says he was especially gratified that the president of the IUCN, Yolanda
Kakabadse of Ecuador, and its assistant director-general, George Greene, were able to attend
today's press conference.

The World Bank is now the world's leading financier of environmental reforms in the
developing world, with $11.5 billion in loans for 153 projects in 62 countries. Bank Group
President, James Wolfensohn, will address the UN Earth Summit +5, June 23-27, to appeal for a
renewed campaign to protect the world's natural heritage, and outline the World Bank's efforts in
support of the goals of the Rio Summit.

TOP 10 FOLLOWS

Top Tenfor the Environment 2 of 5



WORLD BANK The
"GREEN TOP TEN" World

Bank

• Phase out Lead in Gasoline Within Five Years-The Bank calls for a global conversion
from leaded to unleaded fuel to reduce air pollution and health problems associated with lead
exposure. Phased-out so far in 18 countries, including Brazil, Canada, Thailand, and the
United States, leaded gasoline is believed to be responsible for neurological damage and
heart disease among children, especially in developing countries. The Bank says that
countries could recover their costs of conversion 5 to 10 times over through reduced health
care costs and economic savings. The United States, for example, saved more than $10 for
every $1 invested in its conversion. The Bank would stand ready to assist governments in
introducing policies and programs to assist in the complete phase-out of leaded fuel.

• Move Toward More Aggressive Elimination of CFCs-The Bank says helping Russia
curtail its production and use of chlorofluorocarbons, or CFCs, could arrest further depletion
of stratospheric ozone. With help from a $60 million joint World Bank-Global Environment
Facility initiative, the Russian Federation has now agreed to phase out CFCs by the year
2000-but needs modest financial support from the industrial countries. The Bank says this
could be repeated in China, India, Korea, Venezuela, Brazil, and Mexico, the world's other
significant CFC producers, if the international donor community can provide the necessary
financial support.

• Build Global Carbon Markets to Reduce Climate Change-As an agency closely
involved in putting the Climate Change Convention into practice, the World Bank is
exploring innovative remedies for the growing problem of climate change. One promising
avenue is the concept of building global markets for trading greenhouse gas emissions. In
other words, a company in one country may meet the Convention's emission standards by
investing in pollution reduction in another country. This mechanism could lower the costs of
reducing global emissions, and promote more ambitious global climate policies. Recent pilot
projects by countries such as Costa Rica should be widely supported. The Bank is also
encouraging private companies to finance renewable energy development in countries such as
Indonesia and India.

* Make Water an Economic Asset-Water has long been considered a special commodity
and not a normal economic resource. Subsidies to households, farmers, and other users have
been commonplace throughout the world. This approach has proved to be unfair since it is
always the rich who benefit from these subsidies, while the poor often miss out. About 1
billion people still lack access to formal water supply services. In urban areas the poor, who
mostly lack domestic running water, typically have to buy their water from vendors, paying
10 times more for a gallon of water than someone with a municipal water connection.
Furthermore, subsidies mean that water is wasted. With water scarcity a fact of life in many
developing countries, it is imperative that water be treated as a precious, economic, resource.
This means that the price of water should reflect the actual costs involved in delivering water,
that the private sector should play a greater role in financing and managing water systems,

Top Ten for the Environment 3 of 5



and that market mechanisms (such as tradable water rights and pollution charges) need to
become more universal.

• Make Cities More Livable-The World Bank warns that in developing countries, where
millions of people are leaving rural areas for the cities, urban environmental problems impose
considerable costs, especially in damage to the personal health of mostly poor residents.
After nearly 25 years of helping the developing world cope with urban problems, during
which it has supported more than 50 projects worth $6 billion in 30 countries, the Bank
believes that making cities more livable depends on tackling environmental problems which
cause the greatest harm and can be solved at modest cost. For example, the harmful effects
of inhaling dust and soot from vehicle exhaust, power plants, cooking, and trash burning can
be greatly reduced in industry with modest investments in dust collection and filters, and
greater vigilance on the shopfloor. The Bank notes that 18,000 fewer people would die
prematurely in 18 Central and Eastern European cities, with annual savings of more than $1.2
billion in working time gained, by achieving European Union air pollution standards. The
Bank also argues that microbial diseases in drinking water contaminated by rats, flies, and
mosquitoes cost billions of dollars in lost lives and bad health in developing countries' cities.
With modest investment in cleaner water supplies, together with efforts to improve urban air
quality, the Bank believes that cities can be made more livable for millions of the world's
people.

• Conserve and Manage Critical Ecosystems on Land and at Sea-Many areas of unique
natural value continue to degrade due to lack of protection. A targeted approach is required.
Recently the Bank has partnered and supported organizations such as Conservation
International, Worldwide Fund for Nature, and IUCN in identifying priorities for action. On
land and sea, the Bank is providing widespread support for establishing and managing

protected areas around the world. The partnership between the Bank and IUCN has produced
a number of innovative biodiversity initiatives, including the Global Representative System
of Marine Protected Areas. The Bank is helping developing countries make projects in
agriculture, forestry, energy, tourism, coastal zone management, and urban and infrastructure
projects more "biodiversity friendly". For example, projects in Honduras, Nicaragua, and
Panama promote sustainable agriculture to alleviate poverty and discourage the expansion of
farming activities into the Atlantic forests of the Meso-American Biodiversity Corridor.
Other projects like Indonesia's COREMAP promote conservation, and sustainable use of
some of the world's richest coral reefs and other coastal ecosystems.

• Commit New Money for the Global Environment Facility (GEF)-The World Bank calls
for a substantial new cash injection for the Global Environmental Facility, or GEF. Created
in 1991 with a $2 billion inaugural fund, the GEF provides grants to developing countries to
help them reduce the risk of climate change; promote biodiversity; protect international
waters; and phase out ozone-depleting substances, such as CFC's. With GEF-sponsored
success stories growing throughout the developing world, such as a biodiversity protection
project in Belarus and an energy efficiency project in Thailand, the Bank says the Facility
should be replenished with new money. Discussions among governments concerning
replenishment are currently underway.

• Build Alliances to Transform the Marketplace-Moving from present to sustainable
practices is hampered in many economic sectors by high risks, lack of knowledge and
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finance, wrong economic incentives, and the absence of "green" markets. The World Bank
believes that removing such barriers throughout the value chain will require active
partnerships among private investors, NGOs, governments, financiers, and local
communities. Toward this end, the Bank will be supporting such "Market Transformation
Initiatives" in forestry, marine industries, and solar energy.

• Be Consistent with Environmental and Social Assessment-Techniques are currently
available to ensure that environmental and social concerns feature prominently in policy and
project design, yet these are inconsistently applied. The World Bank calls on international
financial institutions (including export credit agencies) to harmonize their standards and
apply them consistently. The Bank is currently actively strengthening its own practices
and-in partnership with IUCN and other groups-has embarked on a major training and
capacity-building program in Africa. Ensuring consistently high standards is especially
important for potentially damaging investments in infrastructure and energy. The
establishment of an independent "commission" on large dams, agreed upon last month at a
meeting convened by the World Bank and IUCN, is an important effort to ratchet up
performance in this sector.

• Adopt Greener Accounting and Eliminate Harmful Subsidies-Traditional measures of
economic progress ignore the depletion of natural resources and the subsequent costs of
environmental damage. The Bank has been in the vanguard of efforts to link economic and
environment issues by expanding the measure of a country's wealth to include natural
resources-using a greener measure of wealth will improve both economic and
environmental policy-making. The Bank calls for increasing the application of greener
accounts that can serve as indicators of the economic benefits of reducing environmental
damage and the costs of depletion. In addition, the World Bank, together with the Earth
Council and other concerned agencies, urges the rapid phase-out of subsidies on natural
resource consumption. The Bank estimates that subsidies on fossil fuels have dropped by 50
percent since 1992, but still stand at $58 billion. The Earth Council has estimated that total
subsidies still amount to $800 billion, including $45 billion on water, $150 billion on
transport, and $2 billion on pesticides. These subsidies rarely benefit the poor and invariably
harm the environment.
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Large Dams
President's Briefing Note
WORLD BANK AND THE ENVIRONMENT

Background

The Bank has come under increasing criticism in the past several years over the negative impacts
of its large dam projects. Among these impacts, one of the most contentious is the resettlement
of millions of indigenous peoples, and the destruction of their ways of life. OED prepared an
internal review of large dam projects which was also critical. While pointing out the positive
impact of dams, (such as clean power, flood control, providing for reliable supplies of water for
irrigation and domestic water supply), the report also concluded that further examination of large
dams projects was needed to determine their role in sustainable development.

Following on the recommendation of the OED report, the Bank and the IUCN (the World
Conservation Union) held a workshop on April 10-11, 1997 in Gland, Switzerland to discuss the
issues surrounding large dam projects.

Gland Agreement

The following is a brief description of the agreement that came out of the Gland meetings.

It was decided that an "Independent Commission" would be created to study past dam projects
and to create a list of "best practices" from which standards for future dam projects could be
developed. This Independent Commission will operate for the next two years to complete this
review. Several other issues were agreed upon regarding the construction of new dams: the
projects will require the input of affected peoples; and alternatives must be considered for all of
the potential benefits that the dams offer.

THE BANK'S RELATIONSHIP TO THE COMMISSION
The Independent Commission (IC) is, as its name implies, independent! The Bank is committed

to help define the ToR, to assist the IUCN in identifying names of potential Commission
members, and in getting the Commission launched. In this preparatory phase, Andrew Steer and
John Briscoe will represent the Bank. All correspondence related to the IC should be handled by
Andrew Steer's office.

Once the IC is up and running, it will be up to the IC to interact (or not interact) with the Bank.

Andrew and John will continue to be the Bank's "port of entry".

The Bank and the IUCN have already initiated meetings on the development of the Commission.
Names have been proposed as possible Chairpersons for the Commission and a timetable has

been set to launch the Commission by November 1997.

DAMS June 20, 1997
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World Bank Lending for Large Dams:
A Preliminary Review of Impacts
La rge dam projects ae controersal Th phase a to--ontribute 'o the re- table "side ettects," emerged as fun-
Their provonents point to the social finement, .iissemin'tion, and broader damental concerns. The Bank re-
and economic development benefits that adoption o' sound standards for plan- sponded by adopting guidelines
.ams make possible. bi providing elec- ning, building, operating, and inancing to integrate social and environmen-
P'C potCer, irriation For agricuitIre, large dams. tal concerns into the analysis of

and res;dential and industrial wuater or proposed proiects and to avoid or
owi rowns ad cities, Critics con- World Bank role mitigate the adverse consequences

der ilte proect sponsors ad 'inan- of large dams. It issued guidelines
:crs :rematicaly dozelay the The World Bank has directly or on dam safety in 1977; on involun-
el~eterious checs that dams can hae indirectly assisted only - percent of tary resettlement in 1980, 1986. and

isiace neovcend the envircn- the dams in developing countries. 1990; on safeguards for indigenous

ment .7' Teyrge that rhere are usually Today, the Bank is financing about people in 1982; on natural habitat
:heape e and m 'onign alternati:es -four dam proects a year-half :he in 1986 and 5991: on environmental
: ic: e *i same developmental goals. rate of the I0s and 19s. Since aspects of dams and reservoirs in

986, the Bank has approved 30 dam 1989: and on envi nmental assess-
-\ de< 'erIl yth Wiorld Bak's proiects: 33 mainly or exclusivelv or ment in 1991.

neendent' Oeraiuons EvaluatIon D- hyd ropower, o nre mainly 'or irrga-
am -examines the outcomes o tion, nd three for water suppiy or The standards embodied in

mlt1e'7 lar'C Jams assisted by bhe nav iation. Lending for :heSe 39Q the Bank's policies have vet to
n ihat the rects he proiects, at74 billion, acounts tor be universally adopted. Even the

-Ccord ier treatmuent of di- about 3 percent of total \\ orld Bank governments that accept them in
iced eoplc :md in 'heir effects 01m lendinc in -te past ten ears. principle may lack the regulatory-e ei-onment buta the oiic tramework, the participatory

he Balk as adopted 'n resettleent At tirst, arge dams were simpv mechanisms, or the domestic ca-
mna enironmenltal aspects of pro ects regarced as engineering structures- cacities needed to translate the
a e 7mrozved vrormIace "on thle that is, in terms of their usefulness new standards into results on the

'round7. " I most oF the cases revieed for generating electric power and ground. The advent of private fi-
ceits have ur ontwteighcd costs, improving the management or nancing for public infrastructure

incliui the costs of adequate resettle- water. In the 1 960s, cost. benefit
ment progams, enit'ronmcntal safe- analysis became accepted as the
gards, and other mitigatoriy measures. standard criterion for the justifica- *"The World Bank's Experience

These resmlts su' est that the Bank tion of large dams, and the World with Large Dams: An Overview
hoIldll :o;tiimc suapportiz.ng the develop- Bank pioneered the modeling of Impacts," by Andres Liebenthal

ment or :arge dams provided that thei river basins and new methods of and others, August 15, 1996.
strictlu coomtly, ueith Bank \ulidelines economic analysis of multipurpose Bank executive directors and

mnd illL incornorIte the lessons of proiects in developing countries. staff may obtain copies of this in-
ox perience. terim report from the Operations

I t was not until the 1970s and Evaluation Department. Precis
OLD now pis a -ecoid phase ot !980s that social and environmental written by Rachel Weaving.

studip, involVing 'ild-based eTaluationis. impacts, previously treated as inevi-



Development benefits on outcome are largely based on

Box 1: Scope of study the views of the implementing
The 50 dams reviewed have agency rather than on audits to es-

The review is based on infor- made major contributions to eco- tablish whether displaced people's
mation from Bank reports, bor- nomic development. They have cre- incomes have been restored to
rowers and operating agencies, ated an instalied power generation pre-project levels, as required by
nongovernmental organizations, capacity of 39,000 MW and they re- today's guidelines. (See Prdcis
and Bank operational staff. It place the equivalent of 51 million No. 53, Earliy Experience with
covers all the completed and. tons of fuel in electric energy pro- Resettlement.)
evaluated projects that have in- ton annui li enrol
volved the construction of a dam
more than 90 meters high or floods and provide water for urban The resettlement results of recent

that have flooded more than 200 populations and for industrial de- projects are better than those of projects
square kilometers. To be conser- velopment. They have extended approved before the gtidelines came
vative, the review also includes irrigated areas by about L8 million into force. Of the dams appraised
some projects that have attracted hectares and improved irrigation since the first resettlement guide-
controversy and involve dams for another 1.5 million hectares, lines were issued in 1980, relatively
more than 60 meters high for substantially increasing cropping few have yet been completed and
which data were available. The intensity and yields of major food evaluated. But it appears that the
projects were approved between crops. guidelines have improved perfor-
1956 and 1987. Schemes still un- mance: of the 14 completed and
der construction, among them In Pakistan, 'or example, the di- evaluated dam projects appraised
the Sardar Sarovar tNarmada) rect benefits =rorr'irrigation made since the guidelines were issued,
in India. are excluded. possible by the Tarbela and Mangla resettlement has been unsatisfactory

dams are estimated at about 5260 in two (Kedung Ombo in Indonesia
etl imillion annually. The added sup- and Kiambere in Kenya-Box 2).tion neriods typical of large dam o

D plies of irrigation water have madeorojects, all but 14 of the dam
oroieces reviewed were appraised t I -
before the Bank first adouted two wheat croos a year on 400,000 ,satwn igeous peonle appear
guidelines on the resettlement nectares or orex'iously irrigated /w "eei L:'uen,. Many jams are
of displaced peooie ,in 1980), land and -- t0 of previousIV remote re- w,ose people have
anc ali but one were acoraised rainfed land. direct' benefits are a social and cutural idendtv that is
before 1986, when :e Bank dirficult to qantiiy. But an impact distnct rom 'e dominant society
irsz adooted :uidelines on pro- evaluation 'w that rarmers with and makes hem vulnerable to be-

tection and management ot the irrigatd lar d ave increased their n a dsadvanaed 'ry' development.
environment. :ncomes and sending them on nrortunatel ecause most of the

consumer godsand on eiucation, crojects in this revw -were ap-
cudssee rscis No. rove beore the Bank s guidehines

ke 1 dileZma r complex I ::esmet Paksanr Zn indigenous people were issued
ne i ncrea r e arm activity gener- 92, ew of them recorded infor-

ates dem-iand or associated indius- mation on the condition of indig-
Knc'" that intluentiaI advo- tries such as fertilizer production 'nous people brerore and ater

ac' ru" ""poe 'n further anc agricul:-ral output processing -roject interventions. OED impact
\'orld Bank incng 'for large evaluations and reports by other

dams. any goernments of devi- Social and environmental impacts a-gencies point to this as an out-
oping countries are ni' ambiva- standing issue for the Bank and its
lent aicut seeking the Bank's Reset!emevr norrowers.
support or this purpose. Yet they
are rectant to hold %ack the Resettleme has been Iidequatrely r Ironment

ruilding of dams and the cheaper managed in 7a: the projects. Overall,
energy- and more reliabte food sup- the 50 dams have displaced about The Bank's guidelines now pro-
plies that flow irom them. 830,000 peopie. Based on informa- vide that any project-induced envi-

tion in Bank reports, the outcome of ronmental degradation must be
To take an objective look at the resettlement has been satisfactory avoided, mitigated, or offset as part

issues Anderlying the controversy in 25 of the large dams (involving of project design and impementa-
and to -elp set oiic'; directions for 540,000 people), unsatisfactory or ion. It is too early to judge compli-
ruture decisionmaking, OED exam- unknown in 4 projects, and no re- ance with the new standards, but it
ined te rationle, likeiv impacts, settlement was required in one appears that many problems identi-
and c ,nomic ;utuication of 50 project. Howev'er, most projects fied by the OED review are more
large dams 'upported, completed, predate the Bank's resettlement prevalent in early projects than in
and evaluated bv the Bank (Box 1). guidelines, and often, judgments recent ones.
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costs of adequate measures to mitigate
Box 2: Resettlement: contrasting experiences their adverse impacts. Among the 50

dams as built, 45 are yielding ac-Kiambere hydroelectric project in ing. They had less access than be- dasa bui t areoyielddnc
Kenya, as soon as commissioned in fore to pasture, firewood, water, cepable cost raios a
1990, supplied 30 percent of Kenya's and trees for building. And they the probable costs of measures that
energy and saved the country $25 remained worse off than the host the projects could have taken to sat-

million worth of fuel oil (in 1994 populations. isfv today's guidelines on resettle-

prices). But resettlement had not ment and the environment makes
been adequately considered. When Lubuge hydroelectric plant in little difference to the estimates of
dam construction began in 1983 it China, at its completion in 1992, economic returns.
was estimated that 1,778 people supplied 26 percent of the power
would be affected, but eventually demand and 21 percent of the en- In almost all other cases, mitiga-
7,500 people were displaced or dis- ergy demand of Yunnan province. tion measures. including appropri-
possessed. The resettlers moved The 2,320 people displaced were iate resettlement programs, could
into areas inhabited by their own satisfactorily resettled, under a plan have been financed without jeopar-
tribespeopse, but their compensa- that offered them a choice between dizing the dams' economic returns.
tion was too small to buy land continuing to farm on new land irri- Ths bytdvssadrsIn

equivalent to their original hold- gated under the project, or being based on the available information,
ings. Many of them spent their com- retrained for new occupations. Re- 13 of the 50 dams can be regarded

pensation money on marriages, old settled families have more living
as acceptable; 24 as potentiallydebts, and household items, with space than berore and the project

the result that they became landless. has brought them drinking water, acceptable; and 13, all appraised

Resettlers lost the diverse sources of electricity, and tra isport and com- before 198 as unacceptable (see

income they had had before mov- munication facilities. nigure).

Preliminary lessons

The 50 dams ha'e a 'ixed record o': and deforestation. These oroblems
te manae1men Or en.nmentalcon- have affected tviability of oniv The tentative finding that ~4 per-
0eauen5 In areas here trocical one of the da:s Kulekhani in cent of the dams (37 of the ;i) are

IVaterc'orne diseases are endemic, Nepal), ' in. another 18 orojects acceptabie or potentiailv acceptable

new reservoirs can a Lto health nhev are seri ous enougn to warrant under the Bank's current zuidelines
risks. Most of the proiects nave con- continueci mern:ring. WA here in- suggests -hat large dams can be de-
-rolledi healtth rss successfull at creased wate-ain and salinity signed, built, and operated so as to

moderate cot. Mam- hae miti- and other - efects have oc- m a ositve contribu-ion to de-

zate d lsSes o sise r:- by creatin. cuarred c wasrem of dams, the, velorment while protecring the

newisries wtin he reoirs. nave usually be the result of rwronment and restoring the
and few h; ave experincedeous inadecuate c-mplementarv invest- lilihood of peopg who must be

threats to water qi A ew or ments rather than or problems -esettled.

the dam pro ects hi ow nhancec inherent in the dam projects
natural h'abitats, tor -xample be cre- 1hemsel:0s. i`e a ntroduced ie
ating nearbv protected areas for 37nk l ' owmmetl and CSettlement

wiidlite (Box . Concerns about the Benefits versus costs lines a a7 7 significano sit In

loss or natural habitats have been 'he Bank . t iwld of awccaL'bilit y or

raised in connection oth of the The larce ma ro the dams re- iams. Based on available informa-

projects, only: two or -hich arpear ciowed are Iie:7:og :ene is that 'ar ion, without additional mitigation

to have taken adequare mitigatory oitwzei /eIr ws, inlclIlig the measures only five of the 70 dams
measures. In two cascs (Baano
in Panama and Kariba between
Zambia and Zimbabwe) major irre- The impact of large dam projects
versible degradation of a pristine Under old policies Under new policies

natural habitat has been reported.
The adverse impacts on habitats in r- Unacceptable

the other t I projects have in general(26)
not been large or irreversible.

Potentially
Wdacceptable

stream -Icts. Watershed degrada- 48%

tion, leadin to sedimentation of the (26%)
reservoir, sometimes accompanies
the building of a Lam and the open- f90Acpb

ing op of a new area -o settlement

CED Precis



reviewed fall short of the old stan-
dards, but 37, or three-fourths, fall Box 3: Pehuenche and the Chilean Burrowing Parrot
short of the current standards. Pehuenche hydroelectric project, birds were under pressure from
Though preliminary, the results commissioned in 1991, is the sec- farmers who hunted them because
suggest that the Bank's current re- ond largest power plant in central of the damage they did to crops.
settlement policies are providing Chile, which is home to 93 percent The project's $1 million environ-
much better protection to people of the country's people. The project mental component financed a
displaced by dams. relies on a 90 meter dam and reser- program to establish a parrot

i voir of two square km. Though the population in a protected area near
The implication is that the Bank reservoir displaced no people, it the project. Late in 1994, the pro-

should continue supporting the devel- was part of the habitat of an en- gram was reported to be successful
opment of large dams provided that dangered species of parrot. The with the parrots multiplying fast.

they strictly comply with Bank guide-
lines and fully incorporate the lessons
of experience. Some of these lessons and resettlement assessment for all Bank Group policyl that would seek to
follow: dams that it night assist, directly or ensure consistency in guidelines for

indirectly-much as it already requires investments in dam projects byl IBRD,
• ft is never too earli to consider so- a safety evaluation. This would pro- IDA. [FC, and MIGA.
cial and environmental issues. The vide an opportunity to identify ad-
damage caused by adverse social ditional mitigatory measures as The committee also discussed the
and environmental impacts is much needed, and to require these mea- broader question ot whether and how
greater than the cost of mitigation. sures to be impiei'nented as a com- the Bank can influence the iunan and
The potential social and environ- ponent of Bank support. environmental consequences ordams
mental impacts of projects need to that it does not finance. The committee
be considered-on the basis of de- The Committee on Development urged managZement to make the most
tailed reliable information-starting Effectiveness 0 the Bank'4 board of of the Bank's potential to af.tect the
at the planning and pre-feasibility executive direc.trs. discus ing the conseauenzces of ams indirectl,
stage. Phase I stuyo un the cesults en- throu providing advce mae :el

couraging. T e-:ounittee -oted 'tiat _ o orrowing eomres tor sttuvon
• [F -roiect Zs econe'Omicailly iustified, m!iost at the Ba:k's 3 roe7c ad met the iding, secta/ic:u iielome:t,
a~ n eauate resettlemen:t program ann standrd n' ce at their : opraisal, md ent:'ronmnenta assessme: t. e n-

a m'neasui res to itiiate enoiron- and that ee-n the Costs adeauate mittee mem'n bers net'd thza: t:
menta wmpacts are likely, to be read ily nitigati Z'e res w c inecuded, the nciers dams may see a ce-t +:m

Iordale. enlefit; orm ' n c ou normally ar incoin th Bank 'ither 'O -:cg
outzeeigh~~ ~ J|: "::.o narifctO-le, L"aue t

* Intitutional carac:tt' and com- :i'gl? dards on .vironmental :-
n ee crucial. Vith enough Commitnte members em phasiced that pacts a'nd resettlmt.

Commitment, knowled ge, and re- dais tcill 'nt'm 0 -o be ':-ilt, with or
sources, the adverse impacts that wcithott the Ba's - im " ent, but The wmmitee ag'ed :c h OE ED'E
have occurred could have been pre- that the Bank' "enironmenta and oe- proposal 0 pase - iltd d
vented, reduced, or offset. Careful settlement gli si ac pere to hae sugg estd S"ev"eral aitiotal iu
assessment of the responsible agen- a positive impact on the ,Yam roit -e adie!ssed: aompar'; its onhe expe-

cies' caoacitv and commitment to that the Batni: aS ianced. The ' eto itece oadn- Financed buT heBank
manage the social and environmen- mitteC stressed 'he ieed 'o :' Bank to :ithi that ot damn, inance o:ise,
tal aspects of a project, and ad- be involved and monitor 'r ject in- in bothI de'loping aid de o'p Ied ic-o-

equate provisions to ensure their pacts after the Bank's loan disburse- tries; al analysts of cot 0:'rrns and

satistactory performance, need ment has been completed. Baik how to prevent them; Teconn'nendations

to go hand in hand wvith concern management confirmed that for dams on how the Bank can ensuir that niti-
about physical magnitudes such that the Bank inances, a borrower's gating measure at in Fact ta-en, anid
as the area of habitat to be flooded legal obligations to meet the Bank's nt inst identified t eas;i' in dam
or the number of people to be policy guidelines extend or the life of projects. The coimmitte ur O' CED to
resettled. the loan (often uP to 30 years), so that ensure that Phase !N reflect' the 'iewes

the Bank retains t/he right to ensure or civil society, inclmling toe or pri-
• It 'may be atpropriate or the Batk thIit t/hese oblig'a tionis arc tmet. Commtinriit- 7'ate investors attd noigocrnmnta!

t equire an cx ante enviromncItao tee miembers toted the nccd to develop a organications.

OED r1,is produced bv the Operations Evaluation Deparcmunt oit thu ''rld B3ank to help disseminate recent eValuation endings to

de'ioement professionals within and outside the World B, ani. Th view, here ire those or the Operations EvalatoIIi -aai and ,nouli not

e attributed to the Wo arld ink or its arfiliated orgatni/anons. Please address comments and enquiries to the managting editor, Rachel

VWavim z, '-7137, Word Bank, telephone 473-1719. Internet: rwvea.ing'Snirldbank.org
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THE WORLD BANK/lFC/M.I.G.A.

FFICE MEMORANDUM

DATE: June 19, 1997

TO: Mr. James D. Wolfensohn. EXC

FROM: Andrew Steer, ENVDR

EXTENSION: 33299

SUBJECT: Acute List: Projects with Significant Environmental and Social Issues

Attached is this month's edition of the "Acute List" -- projects considered to be
sensitive and controversial from an environmental and/or social perspective.

Of the 27 listed projects, 15 deserve the closest attention:

• Chad/Cameroon: Petroleum Pipeline and Development Project
• Cameroon: Transport Sector Program
• Lesotho: Highlands Water Project

• Lao PDR: Nam Theun 2 Hydropower Project
• Papua New Guinea: Lihir Gold Mine

• India: Coal Sector Rehabilitation Project
• India: Coal Sector Environmental and Social Mitigation Project
• India: National Thermal Power Corporation (NTPC) Power Generation

Project
" India: Upper Krishna II Project

• Argentina/Paraguay: Yacycreta II Hydroelectric Project
• Brazil: Gas Sector Development Project
* Brazil: Rondonia Natural Resources Management Project (PLANAFLORO)
• Brazil: Itaparica Resettlement and Irrigation Project;
• Chile: Pangue Hydroelectric Project;
• Guatemala: Basic Resources Ltd.

In each case, the projects have complex technical issues to be resolved involve
institutional risk and are subject to significant criticism from NGOs.

Attachments:

cc: Messrs. Maurice Strong (EXC); Caio Koch-Weser (MDOMD)



June 17, 1997

ACUTE LIST
(* indicates projects needing especially close attention)

Page No.
AFRICA REGION
Pipeline
• CHAD/CAMEROON: Petroleum Pipeline and Development Project *
• ETHIOPIA: Energy II Project (Gilgel Gibe Hydroelectric) 2
• LESOTHO: Highlands Water Project * 3
* SENEGAL, MALI, MAURITANIA: OMVS Regional Hydropower Project 4
Active
• CAMEROON: Transport Sector Program * 5

• MALI: Sadiola Gold Mine 6

EAST ASIA AND PACIFIC REGION
Pipeline
• LAO PDR: Nam Theun 2 Hydropower Project * 7

• SOUTH EAST ASIA: Developments Affecting the Mekong River Basin 8
Active
* PAPUA NEW GUINEA: Lihir Gold Mine * 9

EUROPE AND CENTRAL ASIA REGION
Pipeline
* RUSSIA: Petroleum Joint Venture (removed from MOS) 10
* RUSSIA: Prospective Kamgold Gold Mine 11

SOUTH ASIA REGION
Pipeline
* INDIA: Coal Sector Rehabilitation Project* 12
Active
• BANGLADESH: Jamuna Bridge Project 13
• BHUTAN: Third Forestry Development Project 14

• INDIA: Coal Sector Environmental and Social Mitigation Project* 15
• INDIA: National Thermal Power corporation (NTPC) Power Generation Project* 16
• INDIA: Ecodevelopment Project 17
• INDIA: Upper Krishna II Project* 18

LATIN AMERICA AND CARIBBEAN REGION
Pipeline
a BRAZIL: Gas Sector Development Project* 19
Active
* ARGENTINA/PARAGUAY: Yacreta II Hydroelectric Project* 20

* BOLIVIA: Compafnia Minera del Sur (COMSUR) 21

* BRAZIL: Rondonia Natural Resources Management Project (PLANAFLORO)* 22

* BRAZIL: Itaparica Resettlement and Irrigation Project* 23
• GRENADA: OECS Ship Generated Solid Waste Management 24

• GUATEMALA: Basic Resources Ltd.* 25
Closed
• GUATEMALA: Chixoy Hydroelectric Project 26
• CHILE: Pangue Hydroelectric Project * 27

M:\CR\Acute2lst
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IDA/IFC

Chad/Cameroon: Petroleum Pipeline and Development Project

Background/Context
Development of oil fields in southern Chad, installation of 1050 km pipeline through Cameroon to the
Atlantic coast and construction of marine off-loading facilities. Project (US$3.5 billion) sponsored by
Exxon, Shell and Elf (US$3.5). Sponsors to invest $2.4 billion. Export credit agencies, bilateral and
multilateral agencies to provide balance.

Project Summary
Board Date: Board Date: July 1998; $100 million IDA credits, IFC loans; EA Category A. EA release
expected Fall 97.

Issues
" Potential impacts on health (Sexually Transmitted Diseases; AIDS), biodiversity and secondary impacts

on local populations (e.g., effects of labor migration on project areas). Limited resettlement expected.

* Last portion of the pipeline passes through the tropical rainforest of the Congo Basin.

• Bank concern about whether revenues will be used by Chad to benefit population at large.

• NGOs criticize the Bank for threatening the creation of a second Ogoni land situation (Nigeria: Shell).

Current Status
* Reputable environmental engineering firm hired to conduct EAs.

* Draft EA reports (Chad and Cameroon) under review by the two governments. Release expected mid-
1997.

• Bank staff unofficially reviewed Chad EA which does not yet contain an EMP (Environmental
Management Plan).

* EMPs are under preparation.
* Pipeline route designed to reduce potential adverse environmental impacts.

• The Bank is preparing technical assistance projects for Chad and Cameroon to increase government's

capacity to monitor and help to mitigate environmental and social impacts of the project.

• Governments, with Bank financing, appointed panel of environmental experts to assist governments.

• The Bank and Chad are discussing a strategy to promote productive use of petroleum revenues to
benefit the population at large.

Contact Philippe Benoit
Ext. 458-1799

June 17, 1997
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IDA

Ethiopia: Energy II Project ( Gilgel Gibe Hydroelectric)

Background/Context
180 MW hydroelectric facility located on the Gilgel Gibe River in southwestern Ethiopia, a tributary of the
Omo River which flows into Kenya's Lake Turkana. Initially started with North Korean assistance,
diversion channels, construction camp and 230 kV line to Addis Ababa already in place. Bank financing
required to finish construction.

Project Summary
Board presentation of FY98.

Issues
• Involuntary resettlement of 20,000 people in area with political/ethnic sensitivities
* Riparian issues with Kenya
* Loss of 300 ha of riverine forest, habitat of endangered species
• Increased risk of water-borne and sexually transmitted diseases

Current Status
" Environmental Assessment is adequate and completed
* Riparian issues with Kenya are resolved (only 0.17% flow reduction will occur in the Omo River).

Kenya has filed no objection
* Large buffer zone around reservoir will compensate for lost riverine habitat and provide a habitat for

endangered species
• This buffer zone will also limit access to population and thus minimize exposture to bilharzia and

malaria vectors (bilharzia and malaria are hyper-endemic in project area)
• Board presentation deferred to permit adequate completion of EA and resettlement plan (RAP)

Follow-up

* Satisfactory completion of EA and RAP.

Contact: Alfred Gulstone
Ext: 473-4297

June 17, 1997
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IBRD

Lesotho: Highlands Water Project

BackeroundlContext
Very large water transfer project in Lesotho to change the course of water flow from the south into South
Africa towards the north. The first phase of this project, also financed in part by the Bank, experienced
serious social problems (including loss of life) as a result of poor planning and slow implementation of
resettlement. International advocacy NGOs have been highly vocal critics of the first phase and continue
criticism as second phase approaches appraisal.

Project Summary
Phase IA. Total cost of the water transfer project exceeds US$2.5 billion mostly financed by South Africa.
EA category A. Phase IB costs a further $2.2, also mostly financed by S.A.

Issues

• Involuntary resettlement;
• Compensation for loss of agricultural and grazing land;
• Locating land for resettlement;
• Increase of social diseases (sexually transmitted disease and substance abuse);
" Potential extinction and endemic and highly endangered species (Maloti Minnow, a fish species);
• Loss of habitat for other rare animals and plants.

Current Status

• Borrower had difficulty in implementing resettlement and development plans in earlier phases thereby
attracting considerable international criticism;

• Bank staff has taken a more active role in monitoring environmental and social studies for the second
phase;

• Bank has required borrower to correct problems in the first phase before approval of second phase;

• EA report and resettlement plans have been completed and reviewed favorably by international
reviewers;

• Environmental Action Plan is being refined based on comments from outside reviewers, including local
and international NGOs;

• Appraisal Mission scheduled for June/July 1997.
• At present the project is reportedly handled well and there are no new problems. The project has been

kept on the acute list because of its high visibility.
• Second phase preparation has been thorough, NGOs have been intensively informed of progress and all

parties now want to ensure that second phase improvements are retrofitted to ongoing implementation
in Phase I area.

Contact: John Roome
473-3373

June 17, 1997
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IDA

Senegal, Mali, Mauritania: OMVS Regional Hydropower Project

Background
The proposed OMVS Regional Hydropower Project will finance the installation of a hydropower 200 MW plant at the existing Manantali
Dam on the Senegal River (finished in 1988) and transmission lines to Bamako, Dakar and Nouakchott. In addition to the benefits of

power supply, the project aims to alleviate a host of environmental and social problems in part caused by the Manantali Dam and the
Diama Dam (further downstream). The Bank has not been involved in constructing these dams, but the project provides a good

opportunity to address problems caused by these dams, including (i) outbreak of intestinal bilharzia; (ii) substantive adverse impacts on
flood recession agriculture affecting a large number of people; (iii) impacts on dry season pastures for herders; (iv) impacts on floodplain
fisheries - - a major animal protein source for local communities; (v) impacts on village drinking water supplies, (vi) impacts flood
forests; and (vii) disruption of the migratory routes of commercial fish species into and out of the Senegal River delta.

Project Summary
Negotiations: May 12-16, 1997. Expected Board date: June 24, 1997; the Bank finances only 8% or US $36 million of the US$444
million project costs; EA Category A.

Major Issues:
The main concerns are:

Assurance that the water management optimization program for the Manantali Reservoir will be implemented on the longer term. The
task team responded that they would use various means to make sure that the operator of the dam would implement the agreed water
management optimization program on a short, medium and long-term basis. This includes: (i) ensuring during negotiations and
supervision mission that an adequate environmental unit is established and functional within the OMVS; (ii) a Loan Agreement stating
that an agreement should be reached by the three governments before project completion on operational rules of the dam (Water
Charter), stipulating in detail the creation of an optimal artificial flood from a hydropower, irrigation and downstream users
perspective; (iii) a contract with the private project operator, including similar clauses and incentives; (iv) ensuring that the views of
local coordination committees, which represent the local communities, are taken into account in the management of the Manantali
)am; (v) leverage through upcoming projects (e.g. the Valley Development Project); and (vi) ensuring that agreements are followed
,uring project supervision. A meeting between the task team and the US ED Office, including staff from the Treasury, EPA, USAID
was held on April 23, 1997. The US ED's Office commended the project team for having done an excellent job by addressing the
environmental and social issues caused by the existing Manantali Dam in the design of the Regional Hydropower Project. They
commented that the Bank project has gone further in this respect than any other previous Bank project. The UK ED provided very
positive comments of a similar nature.
The intestinal bilharzia outbreak around the Manantali Reservoir and Diama Reservoir. The intestinal bilharzia in the Diama
Reservoir area is much more serious than around the Manantali Reservoir. Thousands of people could be killed if no adequate action
is taken. The Project design takes the control of intestinal bilharzia fully into account through a cost-effective monitoring system

(monitoring of bilharzia snail vector and human populations after release of the artificial flood and minor water level fluctuations to
control the snails) and treatment of infected people by the Mali Schistosomiasis Program; the project finances a cost-effective
bilharzia snail vector and human population monitoring program on the Senegal side of the Diama Reservoir following water level
fluctuations in the reservoir (the disease does not yet occur on the Mauritanian side). The project also finances five pilot projects
around Lac de Guiers and the Canal de Taouey - - the most heavily infected areas. The EU is financing the ESPOIR project and will
be the implementing agency for this component. Further actions will be incorporated in the proposed Health Sector Integrated Project
under preparation.

Current Status
• The issues in relation to the creation of the artificial flood and the intestinal bilharzia problems were discussed in December 1996 in

Dakar with ENDA (one of the largest NGOs in West Africa) on April 23, 1997, with US ED Office and in the afternoon on the
same date with the Bank Information Center (NGO) in Washington DC. All three parties were satisfied with the proposed actions;

• Agreements were sought during negotiations in May 1997 on TORs and arrangements for the implementation of the water

management optimization program (Water Charter), which should ensure the creation and maintenance of an adequate artificial
flood; health mitigation measures financed under the project will be implemented; and that an adequate functional environmental unit
will be established and maintained in the OMVS;

The first artificial flood will be created and its impacts monitored in the rainy season of 1997. A real time flood forecasting system is being
established to create an optimal artificial flood.

+act Philippe Durand
473-3244

June 17, 1997
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Cameroon: Transport Sector Program

Background/Context
The Congo Basin contains the second largest primary tropical forest in the world (6 million ha). Among
African countries, Cameroon and Zaire support the greatest concentration and diversity of forest-dwelling
primates, large mammals, birds, reptiles and plant species. Critical forest habitat is disappearing at an
alarming rate; CFA devaluation has enhanced the demand for logging in CFA countries. These concerns
were raised with emphasis during the Board presentation of the Transport Sector Project and are being
addressed partly under the project and primarily thorugh a broad policy dialogue covering forest and
biodiversity management issues.

Project Summary
Transport Sector Project. US$60.7 million equivalent of IDA credit. Approved May 30, 1996. US ED
voted against it. Before Board German ED threatened to do the same. Detailed information was sent to the
German ED office who then voted for the project. The Germans are a major partner in Cameroon and have
provided large funds and TA.

Issues
• Government commitment to biodiversity conversation is not trusted by NGOs and questioned by some

Bank staff.
• Logging concessions are known to have been granted without competitive bidding to

loggers. This violates agreed forestry policy.
• NGOs claim the Bank did not follow its environment policies and will finance the Abong-Mang to

Lomie road which directors of African Development Bank had rejected in 1991 because of negative
environmental impacts. These claims are untrue as the credit only includes maintenance and
rehabilitation. No new roads are planned under the project. Loan will not be effective before an
environmental operational manual, is approved.

Current Status
• Bank policy dialogue with the Government has recently broadened to cover forest and biodiversity

management issues.
• The Bank has also entered into broad dialogue with international and African NGOs on approaches to

biodiversity conservation in the Congo Basin, including Cameroon.
• Environmental capacity building in key sector institutions is underway. A regional GEF project in

preparation seeks to create regional capacity to manage environmental information.

* Environmental Mitigation Plan for Road Maintenance was completed in mid-February 1997.
* TOR for Sectoral Environmental Assessment (SEA) has been agreed on by the Government and the

Bank.
• Conditions for project effectiveness were met and the project became effective on April 24, 1997.
• Letter of invitation to carry out SEA has been sent to consultants on the short list.

Contact: Maryvonne Plessis-Fraissard
Ext. 473-4314
C. Cook (On Forestry/Environment)
Ext. 473-4341

June 17, 1997
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IBRD Guarantee

LAO PDR: NAM THEUN 2 HYDROELECTRIC PROJECT

,ao PDR: Widespread Poverty: GDP per capita below $400
Growth Options: (a) Export of hydropower; and (b) Export of tropical hardwoods

Background

• NTEC (75% equity): Transfield Holdings Ltd., EDF, Italian-Thai Development, Jasmine International, Phatra Thanakit;
and Government of Lao PDR (25% equity)

• Reservoir 450 sq.km., Powerhouse 680MW, 140 km transmission lines

* Project costs: approximately $1.3 billion

* Project benefits: (a) Economic -- government revenue $20m p.a. to $100m p.a. (nominal) potentially for poverty

alleviation; (b) Conservation of Watershed; (c) Private sector participation in Lao PDR; (d) Environmental -- use of
clean, renewable resource (hydropower) to meet increasing energy demand in Thailand

Proposed NT2 Project:
Project Suniman: Not in the pipeline (therefore no Board date set); possible IBRD partial risk guarantee (EA Category: A);

possible IDA credit for Social and Environmental Project; IFC Type 'A' and 'B' loans; MIGA insurance.

Internal go / no-go decision (whether to proceed with project preparation) set for Aug / Sep 1997.

Issues

Project Impacts

• Environment -- biodiversity; downstream flooding; water quality

* Social (Significant Cultural Diversity) -- Resettlement of approx. 4,400 people; 5,000 people live in watershed; 20,000 +

people downstream; people living in/around transmission lines; and large influx of foreign workers.

• Institutional -- Lao PDR capacity to implement management/mitigation plans

• Environmental/Social -- ability to protect watershed; restore and improve living standards for resettled people; minimize

adverse downstream impacts

" Economic/Financial -- ability of GOL to allocate resources to poverty alleviation; macroeconomic/ microeconomic

impacts of large project in a small country.

Current Status

Bank Group Involvement

Bank and IFC support contingent on:

* Government Studies -- (a) Study of Alternatives; (b) Environmental and Social Action Plan for Watershed Areas and

Corridor Extensions; and (c) Economic Impact Study

* NTEC Studies -- (a) Environmental Assessment; and (b) Resettlement Action Plan

Public Consultation and Participation

• Public consultations at local, regional, and national levels to play an important part in all 5 studies listed above

Bank International Advisory Group

* Objectives: Advise the Bank on how we can improve the handling of environmental and social issues in Nam Theun 2

and more broadly in hydropower projects the Bank supports worldwide.

* Output: First mission to Lao PDR / project site from May 29-June 7. Report expected at end of July, 1997.

Government Panel of Experts:

* First visit of Panel of Environmental and Social Experts completed in February 1997. Report publicly released. Second

visit scheduled for July 1997.
" Panel to review Dam Safety Issues is to be constituted.

Contact: Jayasankar Shivakumar
Ext. 473-4195

June 17, 1997
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South East Asia: Developments Affecting the Mekon2 River Basin

Background/Context

In 1995, Cambodia, Laos, Thailand and Vietnam signed an Agreement on Cooperation for Sustainable

Development of the Mekong Basin. The Agreement established the Mekong River Council (a policy

making body at ministerial level), and the Mekong River Commission (MRC, at vice-ministerial level),

which is supported by its technical arm, the Mekong Secretariat (MS). China and Myanmar are now

observers to the MRC. The MRC has two priority programs: A Basin Development Plan (BDP) and a

Program to set up rules for water utilization. UNDP is playing a lead role in assisting BDP efforts.

Project Summary
The Bank is not involved in any significant Mekong development programs at this stage.

Issues
• NGO community concerned about environmental/social impacts of development projects, especially in

energy, transport and infrastructure sectors, and about access to information and consultations.

• NGOs wish to see the Bank play a proactive role in influencing the MRC and development plans in the

basin. But MRC is concerned about the Bank and other donors playing such a role, and about donor-

driven approach. Many donors are supporting or are interested in supporting Mekong related

programs.

Current Status
• The Bank has taken a demand-driven approach to involvement with the MRC and Mekong initiative.

• MRC has approached the Bank/GEF for technical and financial support for a priority program --

strengthening member countries capacity in hydrological monitoring, supporting implementation of the

Agreement in formulation of rules for equitable water sharing, and coordinating donor effects related to

water utilization and protection. The program would also assist in facilitating wider consultations

among beneficiaries and stakeholders.

* MRC has made an official request for a Project Preparation Grant (PPG) to prepare the above program.

A PPG-block-B ($350,000) was recently approved by GEF and co-signed by MRC, who is the

executing agency for the grant. As a result, a number of donors has indicated to MRC their interest in

co-financing. The Bank/GEF will supervise implementation of this PPG program.

Contact Jeffrey Gutman
Ext. 80454

June 17, 1997
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Russia: Petroleum Joint Venture Project

Background/Context
Joint venture greenfield development of a giant N. Priobskoye oilfield in the Ob River floodplains of W.
Siberia. Project sponsors: Yukos, a large Russian oil enterprise, and Amoco, a U.S. international oil
company.

Project Summary
Proposed Bank support: US$ 500 million primarily through guarantees; EA category A.

Issues

A number of NGOs have expressed the following concerns and claims:
• Risk of serious direct environmental damage (flora/fauna).
• Risks to indigenous people.
* Concern that the EA prepared by project sponsors will not be of sufficient quality to meet Bank

requirements.
• Bank's energy program over-emphasizes production; neglects demand management and efficiency.

Current Status

* Sponsors have invested major resources over 2 years in preparation of a comprehensive EA expected to
be complete in December 1996. Criticisms of project management in advance of EA.

• EA contains rigorous safeguards to minimize direct environmental disruption. Separate sponsors are
establishing new, protected areas in project area.

• EA incorporates action plan to safeguard interests of local communities, consistent with Bank
directives on local population (3261 km2 project area contains population of only 560 people, 79 of
whom are indigenous).

* Sponsors meet regularly with local communities, publish a newsletter, and have designed micro-
projects to improve local conditions on an environmentally sustainable basis.

• Bank policies call for sponsors to prepare EA that meets all Bank and Russian requirements. NGOs
provided input to the TORs for the EA. Third party consultants will monitor compliance.

• Bank is currently reviewing its energy strategies at country (Russia) and world-wide levels to take
account of energy and environmental tariffs. Discussion of global strategy with interested NGOs and
industry is underway.

* Project removed from MOS in June 97 and placed in very distant "hold position" in lending program
due to reform slippages and escalating differences between Russian and foreign joint venture partners.

Contact Charles McPherson
Ext. 473-2854

June 17, 1997
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India: Coal Sector Rehabilitaion Project

Background

The project aims to support the ongoing market-oriented sector reforms in the coal industry and provide financial
and technical assistance to Coal India's efforts to transform itself into a commercially viable and self-sustainable
company. The project would support the Government's broader economic reform effort by reducing the risk of a
decline in indigenous capacity to supply the power sector and other industries with the coal they need before
imports and production from private investments can fill the emerging supply gap.

Project summary

Board Date: August 1997
Loan/Credit Amount: US$530 million IBRD loan and US$2 million equivalent IDA credit, US$530

million co-financing from JEXIM.
EA Category: A

Issues

* International and local NGOs have raised concerns about India's reliance on coal as its primary energy source
and the global and local environmental issues associated with coal mining.

• NGOs have voiced concern about social issues, including resettlement and rehabilitation, indigenous peoples'
and women's issues, and consultation and participation of project-affected people.

Current Status

" The project was appraised in March 1997 after the Operations Committee met to discuss the project.
• Environmental and social issues are currently being addressed under the Coal Sector Environmental and

Social Mitigation Project (Cr. 2862-IN). Satisfactory implementation of this project and a report to the Board
on the status of implementation is required before negotiations on the Coal Sector Rehabilitation Project. In
addition, continued satisfactory progress of the Environmental and Social Mitigation Project is a pre-requisite
for effectiveness. Finally, the two projects will be linked with cross-conditionality that specifies key
performance and progress indicators for the Environmental and Social Mitigation Project which, if not met,
would lead to suspension of the Coal Sector Rehabilitation Project.

* A Public Relations campaign has been initiated at Coal India, in consultation with officers at the Bank's New
Delhi office and headquarters.

* A meeting took place in may with European NGOs. Bank Bank staff and Coal India officers are continuing to
meet with NGOs to respond to their concerns about the project.

Contact Hiroaki Suzuki
Ext. 80457

June 17, 1997
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Bangladesh: Jamuna Bridge Project

Background/Context
The construction of a major bridge across the Jamuna River would end relative isolation for 27 million
people (among the poorest in the country), facilitate the transmission of natural gas and
telecommunications, and help enhance the region's strong growth potential.

Project Summary
Board date FY 94; $200M credit; EA Category: A

Issues
* An estimated 77,000 people will be affected by land acquisition, people affected have been

compensated, as well as those affected after each of the next three years' floods.
• IDA is working closely with the Government to address issues concerning adequacy of compensation,

bribery and corruption, and availability of information about grievance mechanisms.
* On August 26, 1996, the IDA's Inspection Panel registered a request from the Jamuna Char

Integrated Development Project to investigate alleged omissions and failures of the project. IDA
Management submitted its response to the Inspection Panel on September 20, 1996, indicating that it
has complied or intends to comply with all relevant Bank policies. The Inspection Panel
recommended, and the Board approved on April 3, 1997, that no inspection is needed at this time.

Current Status
* Impacts of bridge construction during 1996 have been surveyed. Char dwellers were also surveyed.

Compensation of affected Char dwellers started in June and will continue to about August of this
year.

* A Revised Resettlement Action Plan (RRAP) was adopted by the Government in October 1993,
allowing affected people to benefit from the project, including erosion-affected people. The RRAP is
being implemented.

* The Borrower has adopted and is implementing an Erosion and Flood Policy (approved Sept. 1996)
for compensating erosion-affected people, including Char dwellers. The policy is satisfactory to IDA
and the association and other cofinanciers are assisting Jamuna Multi-purpose Bridge Authority
(JMBA) in its implementation.

• An Environmental Action Plan (EAP) has been prepared and is being implemented by relevant
NGOs.

• A mid-term review of the project was carried out in March 1997, in which it was recommended that
no major structural changes of the project are needed.

Contact Ismail Mobarek
Ext. 458-2947

June 17, 1997
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Bhutan: Third Forestry Development Project (Cr. 2533-BHU)

Background
The project finances four components: (i) National Forest Management; (ii) Social Forestry; (iii)
Afforestation/Reforestation and (iv) Institutional Strengthening. It aims to help Bhutan develop an approach for
sustainable management and use of its forest resources in line with its national development priorities. The project
includes under component (iii) rehabilitation of degraded forest lands, and under component (ii) agroforestry on
private land and participatory forestry on public forest land through involvement of local communities to meet local
needs.

Project Summary
Board date July 6, 1993; $ 5.4M Credit, in co-financing with SDC Grant of SwF 4.07M; EA Category: B

Issues
There are currently no acute environmental issues.

Current Status
• The report of two environmental specialists on the MTR mission of November-December 1996 was circulated

in the Bank in January 1997 and was found to have instituted sufficient environmental precautions, agreed with
RGOB, to resolve the environmental concerns for the near-term.

• The two experts felt that watershed concerns are being addressed appropriately. Project-supported technical
assistance in low-impact logging methods over the next three years will further improve the level of local
expertise in ensuring the conservation of watershed values.

* Regarding biodiversity concerns, the specialists accepted the overriding consideration [which gave the
justification for including the National Forest Management component in the project] that the managed harvest
of wood is absolutely needed in Bhutan as a necessary function of the forest and that the new management
introduced through the project is an improvement over the previously largely unplanned and unregulated
system.

• The pattern of harvesting applied in the Forest Management Units (FMUs) - a matrix of small strip or patch
cuts interspersed with substantially larger areas of undisturbed forest - and the very low level of exploitation of
the forest resource as a whole - only 0.2 % of Eastern Bhutan's broad-leaved forests will be harvested in seven
currently proposed FMUs over the next 10 years - satisfy biodiversity concerns.

* The client organization has agreed to introduce field trials to test alternative forest management systems,
regeneration options, and environmental monitoring of operations and trials. These precautionary activities will
also be assisted by project-supported, selective consultant inputs during the next three years.

• The sub-team further concluded that cattle grazing, rather than regulated commercial logging or even
traditional unregulated wood use, has the most serious impact on biodiversity. Grazing damage is reduced
under the forest management system being applied mostly by fencing regeneration areas.

• The project will be supervised again in May 1997.

Contact: Chris Keil
Ext. 81918

June 17, 1997
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India: Coal Sector Environmental and Social Mitigation Project

Background
The overall objective of the project is to improve management of the environmental and social issues associated with
production of coal by Coal India Limited (CIL), supported by appropriate policies for environmental mitigation,
resettlement and rehabilitation of project-affected people, and community development. These policies will be
tested in 25 coal mines, of which 24 will receive support under a Coal Sector Rehabilitation Project (CSRP).'

Project Summary
Board Date: FY96; $63m IDA credit (total cost of $84 in); EA Category A

Issues

• Domestic and international opposition to opencast coal mining in India is growing as a direct consequence of
past failures by CIL to adequately address environmental and resettlement issues, and indirectly due to
unresolved environmental issues associated with burning low grade coal in India's often inefficient power
stations.

• Approximately two-thirds of India's 496 coal mines are underground, have low productivity, and in many cases
are unprofitable--65% of India's coal comes from large, highly mechanized opencast mines which often have
severe environmental and social impacts. Mine closures are inevitable if CIL's operations are to remain
financially viable.

• The Bern Declaration and local NGOs have raised concerns regarding: (i) the lack of consultation/participation
in preparing Resettlement Action Plans (RAPs) or Indigenous Peoples' Development Plans (IPDPs); (ii) the
historically poor record of CIL with respect to resettlement and rehabilitation (R&R) and alleged flaws of CIL's
revised R&R policy; and (iii) the need to restore incomes of people displaced by coal mining; and (iv) failure of
the project to adequately address global issues.

Current Status
* The project supports development of institutional capacity within (and actions by) CIL to implement

Environmental Action Plans, RAPs and IPDPs at the 25 mines within the rehabilitation project. The
rehabilitation and mitigation projects will be linked through cross-conditionality, i.e. satisfactory progress with

implementing these plans at each of the 25 mines will be a condition for continued Bank support for
rehabilitation investments (see footnote).

* CIL's revised R&R policy self-imposes corporate responsibilities which greatly exceed minimum legal
requirements for R&R. CIL has used a participatory approach in the development of the various plans.

• Project specific environmental and social mitigation costs are fully-accounted for; however, the economic costs
of carbon dioxide emissions from the use of coal have not been considered.

* On June 9, 1997, the Bank issued Status of Implementation Note on CSESMP for the information of the
Executive Directors.

Contact: Jelena Pantelic
ext: 473-9377
Hiroaki Susuki
ext: 458-0329

June 17, 1997

The India Coal Sector Rehabilitation Project, expected Board Date of August 26, 1997, $530m loan, $2m credit ($1,700m
total cost), EA Category A.

June 17, 1997
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India: National Thermal Power Corporation (NTPC) Power Generation Project

Background/Context
The project aims at improving commercial discipline in the Indian power system, helping NTPC to mobilize
funding for its program of new power stations, upgrading the environmental performance of existing power
stations and make its new power stations environmentally more sustainable and strengthening NTPC's
environmental and resettlement and rehabilitation (R&R) management capability.

Project Summary
Board date June 93; $400m loan; EA Category: A.

Issues
* As with the Coal Sector projects in general, NGOs raise concerns over India's reliance on coal as an energy

source and the detrimental impacts on the global and local environment.
• The Singrauli area, where one project supported under this loan is located (Vindhyachal II), remains the

subject of significant NGO concerns (Bern Declaration, Greenpeace and several local NGOs) as well as
those raised recently by politicians, partly due to reports which noted adverse environmental and social
consequences from past investments by Coal India, NTPC, UP State Electricity Board and several private
industries in the area.

* NGOs have also voiced concerns over the extent of community participation and alleged harassment of
villagers by the police and NTPC staff.

Current Status
* The environmental monitoring system under the Environmental Action Plan has demonstrated that most

NTPC power stations (at 12 different locations in India) operate within the standards stipulated by the state
Pollution Control Boards. A number of environmental projects to further improve performance are in
various stages of implementation. NTPC has been asked to accelerate the implementation of some of the
ash slurry recycling and close cooling water system projects, which are considerably delayed.

" New power stations are being designed using stricter standards.
* NTPC has been partially successful in implementing the various R&R action plans. The land-for-land

option has proved to be difficult to implement in practice and the creation of viable alternative income
generation schemes has been a difficult and time consuming process.

• At all sites, consultation has been taking place and at some sites has helped resolve remaining problems.
(Examples are Farakka, Ramagundam, Kayamkulam and to a certain extent Talcher). However, particularly
in the Singrauli area (including Vindhyachal II), the consultative process is not yet working very well,
partially because of demands made by people living in areas affected by the project are well in excess of
what can be offered under the agreed R&R policy and because a number of local groups have been filing
cases in court. In January 1997, the Supreme Court dismissed a Special Leave Petition files by PAPs of the
Vindhyachal II project. NTPC can now proceed with the resettlement and the implementation of various
rehabilitation schemes. Consultation with PAPs has been intensified. Some progress has been reported by
NTPC in the implementation of the resettlement and rehabilitation plans of PAPs of Rihand and
Vindhyachal II and most PAPs are expected to relocate over the next few months.

• On May 2, 1997 the Inspection Panel notified the Executive Directors and the Bank President about the
registration of a Request for Inspection by Ms. Madhu Kohli on behalf of a number of small and marginal
cultivators in the Singrauli Region. The Management Response to the allegations was provided on June 3,
1997 and is now under consideration with the Inspection Panel.

" The situation in the Singrauli area, where part of the project is executed remains tense and there have been
conflicting reports at events taken place at Vindhyachal on May 25, 1997 when NTPC together with the
District Commissioner and local police proceeded with relocation of villagers after the Supreme Court
dismissed a Special Leave Petition filed by PAPs of the Vindhyachal II Project. A Bank mission to
investigate the case did not find evidence of police violence on May 25, 1997, except for one incident of the
use of police force on June 9, 1997. However, reports remain conflicting. The mission also took note of a
number of grievances from some villagers, which are now being addressed by NTPC. NTPC has reported
that no force has been used and a number of people have shifted voluntarily both at Vindhyachal and in
Rihand. Police presence at Vindhyachal is to ensure any avoidance of a law and order problem. The Bank
has indicated to NTPC that the use of force is not acceptable. The incidents are now under review and the
situation is closely monitored.

Contact T.P. Storm van Leeuwen
Ext. 81464

June 17, 1997
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India: Ecodevelopment Project

kyround
-as project aims to conserve biodiversity in seven globally significant protected areas in India through a strategy of ecodevelopment.

By increasing collaboration between local people and government managers, the strategy aims to address both the impact of local
people on the protected areas and the impact of the protected areas on the local people.

Project Summary
Board Date September 5, 1996; Effectiveness Date December 27, 1997; EA: B

Concerns Expressed by NGOs

* Some local people have not been consulted during project preparation. Project preparation included participatory planning on an
indicative basis involving only a sample of potential participants and used this to develop the strategic plan.

• Past confrontations between the state and local people in and around the protected areas (PAs)..

• Resettlement.
* Resource rights of the indigenous peoples in and around the PAs.

4 Little linkage with conservation, like past government program in ecodevelopment.
• Dilution of protection efforts for other PAs.
• Extent to which local people participate in decisions on protected area management. Some NGOs advocate the concept of "joint

protected area management", which would strengthen the extent of participation in protected area management decisions and open

up the question of restoring resource rights. Other NGOs and many forestry officials currently oppose this concept, fearing that it

would open a Pandora's box and undermine protection.

• Dependence on foreign agencies

Project Design Features Addressing Above Concerns

• Participatory planning and decisions by all local people involved in the project on specific project activities and investments

during the project period.

The participatory planning and implementation support serving as mechanisms for conflict resolution

No involuntary resettlement and detailed guidelines for any voluntary relocation.

• Existing customary and other resource rights of indigenous peoples protected, although rights lost in the past not necessarily
restored.

• Ecodevelopment investments explicitly linked to measurable reciprocal commitments by local people to support conservation.

• Steps to monitor staffing and non-project conservation expenditures, ensuring project would build upon rather than dilute existing

protection efforts.

Recent Actions
The project design addresses most of the above issues, or at least provides mechanisms for further dialogue. Both Bank and

Government efforts have therefore focused on improving the understanding of this design.

The national and state governments' efforts to improve understanding have included:

• dissemination of staff appraisal report, project summaries, translated text, etc. to NGOs, researchers, press, and local people

• ZOPPs workshops facilitated by professionals in each of the seven sites involving forestry staff, other government staff, NGOs,

researchers, press, and local leaders
* preliminary meetings and participatory microplanning with some local communities

* co-sponsoring (with the Bank) meetings with concerned NGOs, individuals, and the press (at the national level in June and 1996

and in Karnataka, Bihar and West Bengal in September/October 1996, in Karnataka, Gujarat and Rajasthan in February 1997, and

in Kerala and Madhya Pradesh in April 1997)

• Beginning in January 1997, the national level government coordinator has begun to play a more active role in handling NGO
correspondance

Bank staff have supplemented these efforts with
• Providing ongoing clarification of the project design to the constantly changing teams of forestry officials (Due to normal rotation,

over 50% of chief wildlife wardens and protected area field directors changed between project appraisal and negotiation, and lack

of familiarity with the project design by these individuals has been the source of some of the misunderstandings. This situation

was aggravated by the fact that the project coordination office lacked a director August - October, 1996.).

• Assisting with logistical arrangements for NGO workshops and dissemination of reports



IDA

Responding to letters from NGOs and others

Meeting informally with concerned individuals to maintain communication

• Rearranging supervision plans so that beginning in January 1997, the Bank's New Delhi Office (NDO) could play a greater role in

interacting with local people, NGOs, government staff, researchers, the press, and other stakeholders

* Devoting extensive attention to project supervision during FY97, including visiting all seven project sites during the course of

three missions. Mission documentation includes summaries of the discussions with NGOs, press, and local people.

Current Plans

The New Delhi Office is taking over the task management of the project as of July 1997 but headquarters staff will continue to be

involved and provide continuity. The proposed supervision plan for FY98 would continue the intensive level of attention from Bank

staff, with a focus on achieving results at the field level and a well-functioning monitoring and reporting system.

Contact: Jessica Mott
Ext. 458-5607

June 17, 1997
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IDA

India: Upper Krishna II Project

A separate note was sent to Mr. Wolfensohn on April 28, 1997, as part of the India Spring Meeting Briefing
Package.

Project expected to close on June 30, 1997.

Contact: Anis Dani
Ext: 32263

June 17, 1997
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IBRD

Brazil: Gas Sector Development Project

Background
The project comprises construction of a pipeline from Santa Cruz in Bolivia to Sio Paulo in Brazil, continuing
with a smaller diameter southern leg to Porto Alegre. The pipeline is 3,110 km in total, of which 2,547 km is in
Brazilian territory. Only the Brazilian part will be financed by the Bank. The total investments in the pipeline,
including financial costs but excluding phased compression costs, are estimated at about US$ 2.0 billion of which
about US$ 1.5 billion would be in Brazil. The capacity of the pipeline will be 30 MM cm/d. The Bank financial
support is limited to the Brazilian side of the pipeline.

Project Summary
Board Date: FY'98; $ 330 million in IBRD loan and guarantee; EA Category A

Issues

Crossing of sensitive environmental ecosystems such as the Pantanal, the Gran Chaco and Santa
Cruz La Vieja National Parks (Bolivia) and Mata Atlantica Biosphere reserve and Aparados da Serra
National Park in Brazil.

• Indigenous peoples territories will be crossed and new access roads may lead to conflicts.
* Construction and maintenance operations and crews may adversely affect small rural communities.
• Increased gas exploration and exploitation may lead to additional pressures on sensitive ecosystems,

tropical forests and indigenous peoples.
• Uncontrolled downstream developments may cause additional impacts.

Current Status

• A full Environmental Assessment report has been prepared for the entire pipeline including both the
Bolivian and Brazilian segments. Strategic upstream (in gas exploration areas in Bolivia) and
downstream (delivery centers in Brazil) environmental assessment reports are also being completed.

• Detailed environmental management plans (EMPs) are being completed based on the same social and
environmental criteria used in other Bank projects.

" A detailed set of environmental specifications during construction will be part of bidding documents
including camp location and construction crew behavior guidelines; these specifications will be
enforced during construction.

* An indigenous peoples' development plan is being prepared for the Bolivian as well as for the
Brazilian side of the pipeline.

* No resettlement issues.

Contact: Nelson de Franco
ext: 473-8092

June 17, 1997
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IBRD

Argentina/Paraguay Yacyreta II Hydroelectric Project

Background/Context
Large-scale hydroelectric bi-national project on the Parani river bordered by Argentina and Paraguay.
The project experienced cost-over runs and delays due to political and economic instability in Argentina

in the early 1980's, and was revived in the mid-1980's with provisions to address environmental and
resettlement issues. Sixteen (16) of the dam's 20 turbines are now operational and expected completion
date is December 1998. The Governments of Argentina and Paraguay plans to privatize the facilities were

rejected by both national legislatures on April 30, 1997.

Project Summary
The World Bank has approved four loans for the project totaling $895 million. The last loan's Board
Date: Nov. 92, US $300m loan; total project cost approximately $7 billion; EA category A.

Issues
* Compensation for involuntary resettlement of 50,000 people.
• Compensatory actions for loss of riverine forests and wetlands and adverse impact on fish population

of the Parana river.
* Compensation for impacts of reservoir development on human health.

Current Status
• The borrower has been slow in financing commitments specified in a Resettlement and

Environmental Management Program (EMP).
* In May 1996, Bank management agreed on a plan to complete pending actions related to elevation

76m. After some delay, because of lack of funds, implementation resumed in December 1996. An

escrow account was established and funds are secured to complete all action by December 1997. As

of May 30, 1997, 72% has been implemented.
• Bank management responded to a complaint issued by the Inspection Panel on October 31, 1996.

• Bank Management sent a Progress Report on the project to the Board on February 3, 1997.
• On January 20, 1997, Bank Management with the Government of Argentina on a Plan of Action to

complete by December 1999 works and activities to mitigate effects of prolonged operation at

elevation 76m. Details of the plan of action and financial arrangements for funding such plan were
finalized on April 29, 1997. Implementation of the plan has started.

* Board agreed that the Inspection Panel should study the project. The Inspection Panel has started its

work and should report to the Board in four months time.

Follow-up Actions
* Continued close supervision of environmental and resettlement components.

Contact: Vladimir Jadrijevic
Ext. 473-8703

June 17, 1997
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IBRD

Brazil: Rondonia Natural Resources Management (PLANAFLORO) Project

Background
The World Bank has financed two programs to promote sustainable management of natural resources in
Rondonia. From 1981 to 1986, the Bank supported the POLONOROESTE program (US$500m in Bank
loans), which succeeded in protecting some indigenous lands and conservation units and encouraged more
sustainable cropping patterns. However, the program is best remembered for the paving of the BR-364
highway, which was the pathway of the last groups of migrants flooding into the region, thus exacerbating
many social and environmental problems. In 1992 a second project, PLANAFLORO, was approved for Bank
financing, one of its main objectives being to address the social and environmental problems associated with
in-migration and unsustainable agricultural and resource extraction practices. The centerpiece of
PLANAFLORO is a zoning plan which divides Rondonia into different zones reserved for conservation (some
40% of the state), light development, and more intensive development.

Project Summary
Board date: September 12, 1992; US$167m loan; EA Category A

Issues
" Implementation has been difficult with significant delays (particularly of the zoning component), strong

resistance towards conservation-oriented components among powerful groups in the state, and strong local
and international NGO criticism that the project has failed to provide better protection for fragile lands
and traditional peoples.

* Even after bringing NGOs into the decision-making of the project, conflict continued, culminating in a
request for an investigation by the World Bank Inspection Panel in 1995. In January 1996 the Board of
Directors decided that a formal inspection would not go forward, but did ask the Panel to continue
following the evolution of the project and report to the Board.

* Implementation problems have included lack of ownership among key stakeholders both at the community
level and among politically more powerful groups; poor implementation capacity in relevant local
institutions; and problems associated with the State's ongoing fiscal crisis and delays in the release of
funds by the Federal government.

Current Status
* At the mid-term review in June 1996, a new, simpler design of the project emerged. Maintaining the

original goals of the project, the new design shifted most of the development-oriented resources to
demand-driven, community-based activities that had a stake in the conservation goals of the project. This
element was accepted enthusiastically by the NGO community.

" The environmental protection components still lack full commitment and support by the State and Federal
authorities. Since July 1996, the State Government together with Federal officials and NGO
representatives have been working on a new governance scheme for the project.

• Although some claims about the degree of environmental degradation have been exaggerated, illegal
logging and mining and some squatting is occurring on areas designated as conservation or indigenous
lands. Before the Bank can approve the new project design and governance scheme, the State will need to
demonstrate good faith in taking measures to prevent the serious instances of encroachment.

* The Executive Directors requested that the Inspection Panel visit Rondonia, which it did in early March
1997, and report on the project's status and NGO complaints.

* A draft amendment of the Loan Agreement for a one year project extension, has been prepared and sent to
the Brazilian Ministry of Planning. This amendment is expected to be negotiated by mid-July 1997.

Follow-up

* Continued intense field-based supervision.

Contact: Daniel Gross
Ext. 473-0055
G. Lituma
Ext. 472-1892

June 17, 1997
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Brazil: Itaparica Resettlement and Irrigation Project

Background
The Itaparica Hydropower Project on the Sao Francisco River displaced 8,100 families. This hydropower
project was not financed by the Bank and closed in 1986. At that time there was no resettlement plan. The
Government of Brazil supported by strong NGO involvement requested the Bank to finance the Itaparica
Resettlement and Irrigation Project. This project has as principal objective to maintain or improve the
displaced population's current standard of living. To achieve this objective the project finances: (a)
irrigation and agricultural production services, including establishment of some 8,000 ha of irrigated
farmland and agricultural production services; (b) other rural infrastructure and services, including rural
housing, water supply, rural road construction, installation of electric power systems, and education,
health and social services; (c) urban resettlement of the townships of Petrolandia, Itacuruba, Rodelas and
Barra do Tarrachil, water supply and sanitation, and relocation of regional roads and power lines.

Project Summary
Board date: 11/17/87; total project costs $ 303.7 million, specific investment loan; EA Category: C.
Government regulations (Federal Law 6938 of 1981) required the preparation of an EA. As the project
was already under construction when the law and its regulations were published, the borrower prepared an
EA to satisfy its own regulations. This EA was only an add on and could not influence project design.
Under current Bank EA procedures this approach is considered unacceptable practice.

Major Issues:
• Resettlement has been a nightmare since the early stages of the project;
• Government has continuously tried to drag its feet on the resettlement;
" The Bank has continuously tried to press the government to do a good job;
• Situation from the government side has slightly improved.

Current Status
* All 8,100 families have been resettled;
• Most of the infrastructure is complete;
* 58% of the settlers remain to be trained;
* It is expected that by mid-1997 the percentage of irrigated plots will reach 84%;
* Project will close officially on 12/31/97;
* NGOs would like the Bank to continue to provide leverage in relation to the government;
* On March 12, 1997, the Inspection Panel received a request for Inspection;
* Present file with the Inspection Panel is not because of a failure of the Bank, but to put

pressure on the government to fulfill its obligations to the resettled people;
• Management response was sent to the Inspection Panel on April 29, 1997.
• The Brazilian Federal Government established in December 1996 (thus before the Request

for Inspection) a high level Interministerial Committee. The main task of this Committee is
to prepare a detailed Action Plan with schedules, budgets and origin of funds, etc. This
Action Plan was delivered to the President of Brazil in May 1997.

Contact: Constance Bernard
Ext. 458-5175

June 17, 1997
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IBRD/IDA/GEF

Grenada: OECS Ship Generated Waste Management Project

Background/Context
The OECS Ship Generated Waste Management Project for the Caribbean region involves 6 national components and a
regional component for the development of solid ship-generated waste management facilities. One of these components is
in Grenada.

Project Summary
Board Date: May, 1995; US$50.5 million financed by EIB, IBRD, IDA, EU, GEF, CDB and OECS Governments. EA
category: A.

Issues
In early 1994, Grenada had plans to develop a new landfill site in the southernmost portion of Perseverance Estate.
In May of that year, the Bank informed the Government of Grenada that the project could not support a landfill at
this location because it would destroy part of one of only two Grenada Dove habitats (a critically endangered species
totaling only some 70 birds, approximately 20 being at the site at issue). The Bank advised the Government to find
an alternative landfill site and that both Dove habitats (Mt. Hartman and Perseverance) should be protected. The
GEF added US$200,000 to the project for a subcomponent to provide on-the-ground protection to the main Grenada
Dove habitat (about 50 birds) at the 60 ha Mt. Hartman National Park. The remaining Dove population lives on the
Government-owned Perseverance Estate and the adjacent privately-owned Woodford Estate.

* In October 1994, the Government (not the current government) allowed a private firm with a long-standing
concession to develop a quarry in the northern portion of Perseverance Estate which resulted in destruction of Dove
habitat and fragmentation of remaining habitat. Grenada Doves still occur in both remaining patches of habitat on
the Estate but their survival is precarious. However, there are definitely no Grenada Doves, nor anything resembling
suitable habitat, in the now cleared northern section of Perseverance Estate.

* To date, the Government has not found an alternative landfill site that is both technically and politically acceptable.
Accordingly, the Government is now proposing to use about 10 ha of the cleared quarry portion of Perseverance
Estate as a landfill site.

• If the 1994 clearing at Perseverance Estate anticipated the landfill development, the Bank would be precluded from
financing the Grenada component because of the provisions of OP 4.04: Natural Habitats. Although no Bank funds
are financing the national component for Grenada, the Bank is involved as an Implementing Agency for GEF funds
for this component ($1.2 mil.).

* The Borrower and the Bank agreed to undertake further review to determine whether the modified Perserverance site
was indeed the best available alternative for the landfill. Mitigation measures, including a species management
plan, are to be developed for the Grenada Dove, preferably to include all existing Dove locations.

Current Status
* A recent internal review found that since the Government that permitted clearing in 1994 was different from the one

deciding on the landfill development, it would be difficult to determine that the purpose of the clearing was to force
development of the landfill at that particular estate.

• The project has recently been declared effective and disbursement conditions introduced that include submission of
satisfactory EAs and final landfill selection on that basis.

* The Government has declared the remaining fragmented habitat at Perseverance as a National Park and is
negotiating to purchase contiguous habitat in private lands to add to the Park. It has also declared its commitment to
protecting Dove populations in association with the proposed landfill site at Perseverance.

* A consultant has undertaken a review comparing alternative landfill sites on environmental, economic and social
grounds. The review found that Perserverance site is indeed optimal. However, appropriate measures to protect the
remaining Dove habitat would have to be implemented with vigor. If such measures cannot be taken or are found to
be too risky, an alternative site--Meadows-may be the best option.

• A meeting in Washington on April 1997, the Bank has confirmed with leading conservation NGOs and Dove
experts that the most feasible alternative is to locate the landfill at the cleared part of the Perseverance Estate.
However, it was also agreed that a comprehensive Grenada Dove species recovery action plan will be developed and
partly supported by GEF.

• A Dove expert has already been fielded to Grenada and is expected to provide draft species recovery plan and other
Dove survival related outputs.

Contact: Usamah Dabbagh/George Ledec
Ext. 39400

June 17, 1997
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IBRD (closed)

Guatemala: Chixoy Hydroelectric Project

Backeround/Context
The World Bank and the Inter-American Development Bank financed a hydroelectric dam in the Guatemalan

highlands in the late seventies. The first World Bank loan for the project was approved in 1978. The dam had serious

cost overruns, and the project completion report judged the project unsatisfactory from an economic and financial

point of view. The project was closed in 1989. In 1996, Witness for Peace, an NGO group, published a report entitled

"A People Damned" in which it claimed that the Bank's support for the project and the associated resettlement was

linked to the murder of 177 women and children in the community of Rio Negro and it suggested that Bank officials

ignored the massacre. Mr. Wolfensohn ordered an internal inquiry and asked a high level Bank group to visit Chixoy

in July 1996. On its return, the Bank group reported that at the time of the massacre-and for some time after- the

civil disorders reported in the project area were considered part of widespread insurgency and counterinsurgency

actions carried out in Guatemala in the 1980s which led to the displacement of an estimated one million people and

the deaths of perhaps 200,000 peasants and indigenous people, among them people in Rio Negro. Furthermore,

although Bank staff at that time were aware generally of violence in the area, neither Bank staff nor other observers

directly associated this violence with the project.

However, the Bank team that visited Chixoy in July 1996 confirmed that some aspects of the resettlement plan had not

been completed. The team made recommendations for completing the resettlement plan; the Government is now

implementing such recommendations which the Bank is monitoring very closely.

Project Summary
Project is closed.

Issues
Several aspects of the resettlement program still need to be completed. These deal mainly with (a) the provision

of farming land to those resettled at Pacux; (b) titling of house lots and agricultural land; (c) the completion of

electricity and water distribution systems; (d) compensation to a few persons for the loss of their former homes or

other property incurred as a result of the process of resettling and; (e) the provision of construction materials to

the offspring of those resettled in one community.

Current Status
The Bank retained the services of the Pastoral Social of Alta Verapaz, a well respected Guatemalan NGO, to facilitate

the completion of the resettlement activities. The current status is as follows:

* The Peace Commission, FONAPAZ, and the electric utility INDE have agreed to purchase the farming land

needed for those resettled at Pacux. Although suitable land is not plentiful in the area, a particular farm has been

identified and accepted by the community.
• Titling is proceeding as quickly as legal procedures allow.
* FONAPAZ has also agreed to finance the water system needed at Chicuxtin and provide the building materials for

El Naranjo.
* INDE is in the process of completing the designs needed to build the electric distribution networks, and

* A solution is sought to complete payment of compensation for damages, which is complicated by the fact that the

affected parties do not have the documentation needed to prove that compensation is due to them.

* It is expected that all resettlement activities will be completed by the end of 1997.

Contact Martin Staab
Ext. 458-2564

June 17, 1997
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THE WORLD BANK/lFC/M.I.G.A.

`FICE MEMORANDUM

DATE: June 19, 1997

TO: Mr. James D. Wolfensohn. EXC

FROM: Andrew Steer, ENVDR

EXTENSION: 33299

SUBJECT: Acute List: Projects with Significant Environmental and Social Issues

Attached is this month's edition of the "Acute List" -- projects considered to be
sensitive and controversial from an environmental and/or social perspective.

Of the 27 listed projects, 15 deserve the closest attention:

• Chad/Cameroon: Petroleum Pipeline and Development Project
• Cameroon: Transport Sector Program
• Lesotho: Highlands Water Project

* Lao PDR: Nam Theun 2 Hydropower Project
• Papua New Guinea: Lihir Gold Mine

• India: Coal Sector Rehabilitation Project
• India: Coal Sector Environmental and Social Mitigation Project
" India: National Thermal Power Corporation (NTPC) Power Generation

Project
• India: Upper Krishna II Project

• Argentina/Paraguay: Yacycreta II Hydroelectric Project
• Brazil: Gas Sector Development Project
• Brazil: Rondonia Natural Resources Management Project (PLANAFLORO)
" Brazil: Itaparica Resettlement and Irrigation Project;
• Chile: Pangue Hydroelectric Project;
• Guatemala: Basic Resources Ltd.

In each case, the projects have complex technical issues to be resolved involve
institutional risk and are subject to significant criticism from NGOs.

Attachments:

cc: Messrs. Maurice Strong (EXC); Caio Koch-Weser (MDOMD)
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ACUTE LIST
(* indicates projects needing especially close attention)

Pag~e No.
AFRICA REGION
Pipeline
• CHAD/CAMEROON: Petroleum Pipeline and Development Project * 1

• ETHIOPIA: Energy II Project (Gilgel Gibe Hydroelectric) 2
• LESOTHO: Highlands Water Project * 3
* SENEGAL, MALI, MAURITANIA: OMVS Regional Hydropower Project 4
Active
* CAMEROON: Transport Sector Program * 5

• MALI: Sadiola Gold Mine 6

EAST ASIA AND PACIFIC REGION
Pipeline
• LAO PDR: Nam Theun 2 Hydropower Project * 7

• SOUTH EAST ASIA: Developments Affecting the Mekong River Basin 8
Active
* PAPUA NEW GUINEA: Lihir Gold Mine * 9

EUROPE AND CENTRAL ASIA REGION
Pipeline
* RUSSIA: Petroleum Joint Venture (removed from MOS) 10

• RUSSIA: Prospective Kamgold Gold Mine 11

SOUTH ASIA REGION
Pipeline
* INDIA: Coal Sector Rehabilitation Project* 12
Active
* BANGLADESH: Jamuna Bridge Project 13

" BHUTAN: Third Forestry Development Project 14

• INDIA: Coal Sector Environmental and Social Mitigation Project* 15

• INDIA: National Thermal Power corporation (NTPC) Power Generation Project* 16

• INDIA: Ecodevelopment Project 17

* INDIA: Upper Krishna II Project* 18

LATIN AMERICA AND CARIBBEAN REGION
Pipeline
• BRAZIL: Gas Sector Development Project* 19
Active
* ARGENTINA/PARAGUAY: Yacreta II Hydroelectric Project* 20

• BOLIVIA: Compaiia Minera del Sur (COMSUR) 21

* BRAZIL: Rondonia Natural Resources Management Project (PLANAFLORO)* 22

* BRAZIL: Itaparica Resettlement and Irrigation Project* 23

• GRENADA: OECS Ship Generated Solid Waste Management 24

* GUATEMALA: Basic Resources Ltd.* 25
Closed
• GUATEMALA: Chixoy Hydroelectric Project 26

* CHILE: Pangue Hydroelectric Project * 27

M:\CR\Acute2.lst
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IDA/IFC

Chad/Cameroon: Petroleum Pipeline and Development Project

BackgroundlContext
Development of oil fields in southern Chad, installation of 1050 km pipeline through Cameroon to the

Atlantic coast and construction of marine off-loading facilities. Project (US$3.5 billion) sponsored by
Exxon, Shell and Elf (US$3.5). Sponsors to invest $2.4 billion. Export credit agencies, bilateral and
multilateral agencies to provide balance.

Project Summary
Board Date: Board Date: July 1998; $100 million IDA credits, IFC loans; EA Category A. EA release

expected Fall 97.

Issues
• Potential impacts on health (Sexually Transmitted Diseases; AIDS), biodiversity and secondary impacts

on local populations (e.g., effects of labor migration on project areas). Limited resettlement expected.

" Last portion of the pipeline passes through the tropical rainforest of the Congo Basin.

• Bank concern about whether revenues will be used by Chad to benefit population at large.

* NGOs criticize the Bank for threatening the creation of a second Ogoni land situation (Nigeria: Shell).

Current Status
• Reputable environmental engineering firm hired to conduct EAs.

• Draft EA reports (Chad and Cameroon) under review by the two governments. Release expected mid-
1997.

• Bank staff unofficially reviewed Chad EA which does not yet contain an EMP (Environmental
Management Plan).

* EMPs are under preparation.
• Pipeline route designed to reduce potential adverse environmental impacts.

* The Bank is preparing technical assistance projects for Chad and Cameroon to increase government's

capacity to monitor and help to mitigate environmental and social impacts of the project.

• Governments, with Bank financing, appointed panel of environmental experts to assist governments.

• The Bank and Chad are discussing a strategy to promote productive use of petroleum revenues to

benefit the population at large.

Contact Philippe Benoit
Ext. 458-1799

June 17, 1997
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IDA

Ethiopia: Energy II Project ( Gilgel Gibe Hydroelectric)

Background/Context
180 MW hydroelectric facility located on the Gilgel Gibe River in southwestern Ethiopia, a tributary of the
Omo River which flows into Kenya's Lake Turkana. Initially started with North Korean assistance,
diversion channels, construction camp and 230 kV line to Addis Ababa already in place. Bank financing
required to finish construction.

Project Summary
Board presentation of FY98.

Issues
• Involuntary resettlement of 20,000 people in area with political/ethnic sensitivities
" Riparian issues with Kenya
* Loss of 300 ha of riverine forest, habitat of endangered species
• Increased risk of water-borne and sexually transmitted diseases

Current Status
• Environmental Assessment is adequate and completed

• Riparian issues with Kenya are resolved (only 0.17% flow reduction will occur in the Omo River).
Kenya has filed no objection

* Large buffer zone around reservoir will compensate for lost riverine habitat and provide a habitat for
endangered species

* This buffer zone will also limit access to population and thus minimize exposture to bilharzia and

malaria vectors (bilharzia and malaria are hyper-endemic in project area)
* Board presentation deferred to permit adequate completion of EA and resettlement plan (RAP)

Follow-up

* Satisfactory completion of EA and RAP.

Contact: Alfred Gulstone
Ext: 473-4297

June 17, 1997
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IBRD

Lesotho: Highlands Water Project

Background/Context
Very large water transfer project in Lesotho to change the course of water flow from the south into South
Africa towards the north. The first phase of this project, also financed in part by the Bank, experienced
serious social problems (including loss of life) as a result of poor planning and slow implementation of
resettlement. International advocacy NGOs have been highly vocal critics of the first phase and continue
criticism as second phase approaches appraisal.

Project Summary
Phase IA. Total cost of the water transfer project exceeds US$2.5 billion mostly financed by South Africa.
EA category A. Phase IB costs a further $2.2, also mostly financed by S.A.

Issues

• Involuntary resettlement;
• Compensation for loss of agricultural and grazing land;
* Locating land for resettlement;
• Increase of social diseases (sexually transmitted disease and substance abuse);
* Potential extinction and endemic and highly endangered species (Maloti Minnow, a fish species);
* Loss of habitat for other rare animals and plants.

Current Status

* Borrower had difficulty in implementing resettlement and development plans in earlier phases thereby
attracting considerable international criticism;

• Bank staff has taken a more active role in monitoring environmental and social studies for the second
phase;

* Bank has required borrower to correct problems in the first phase before approval of second phase;
• EA report and resettlement plans have been completed and reviewed favorably by international

reviewers;
* Environmental Action Plan is being refined based on comments from outside reviewers, including local

and international NGOs;
" Appraisal Mission scheduled for June/July 1997.
" At present the project is reportedly handled well and there are no new problems. The project has been

kept on the acute list because of its high visibility.
• Second phase preparation has been thorough, NGOs have been intensively informed of progress and all

parties now want to ensure that second phase improvements are retrofitted to ongoing implementation
in Phase I area.

Contact: John Roome
473-3373

June 17, 1997
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IDA

Senegal, Mali, Mauritania: OMVS Regional Hydropower Project

buckgzround
The proposed OMVS Regional Hydropower Project will finance the installation of a hydropower 200 MW plant at the existing Manantali
Dam on the Senegal River (finished in 1988) and transmission lines to Bamako, Dakar and Nouakchott. In addition to the benefits of

power supply, the project aims to alleviate a host of environmental and social problems in part caused by the Manantali Dam and the
Diama Dam (further downstream). The Bank has not been involved in constructing these dams, but the project provides a good

opportunity to address problems caused by these dams, including (i) outbreak of intestinal bilharzia; (ii) substantive adverse impacts on
flood recession agriculture affecting a large number of people; (iii) impacts on dry season pastures for herders; (iv) impacts on floodplain
fisheries - - a major animal protein source for local communities; (v) impacts on village drinking water supplies, (vi) impacts flood
forests; and (vii) disruption of the migratory routes of commercial fish species into and out of the Senegal River delta.

Project Summary
Negotiations: May 12-16, 1997. Expected Board date: June 24, 1997; the Bank finances only 8% or US $36 million of the US$444
million project costs; EA Category A.

Major Issues:
The main concerns are:

Assurance that the water management optimization program for the Manantali Reservoir will be implemented on the longer term. The
task team responded that they would use various means to make sure that the operator of the dam would implement the agreed water
management optimization program on a short, medium and long-term basis. This includes: (i) ensuring during negotiations and
supervision mission that an adequate environmental unit is established and functional within the OMVS; (ii) a Loan Agreement stating
that an agreement should be reached by the three governments before project completion on operational rules of the dam (Water
Charter), stipulating in detail the creation of an optimal artificial flood from a hydropower, irrigation and downstream users
perspective; (iii) a contract with the private project operator, including similar clauses and incentives; (iv) ensuring that the views of
local coordination committees, which represent the local communities, are taken into account in the management of the Manantali
)am; (v) leverage through upcoming projects (e.g. the Valley Development Project); and (vi) ensuring that agreements are followed
.uring project supervision. A meeting between the task team and the US ED Office, including staff from the Treasury, EPA, USAID

was held oh April 23, 1997. The US ED's Office commended the project team for having done an excellent job by addressing the
environmental and social issues caused by the existing Manantali Dam in the design of the Regional Hydropower Project. They
commented that the Bank project has gone further in this respect than any other previous Bank project. The UK ED provided very
positive comments of a similar nature.
The intestinal bilharzia outbreak around the Manantali Reservoir and Diama Reservoir. The intestinal bilharzia in the Diama
Reservoir area is much more serious than around the Manantali Reservoir. Thousands of people could be killed if no adequate action
is taken. The Project design takes the control of intestinal bilharzia fully into account through a cost-effective monitoring system
(monitoring of bilharzia snail vector and human populations after release of the artificial flood and minor water level fluctuations to
control the snails) and treatment of infected people by the Mali Schistosomiasis Program; the project finances a cost-effective
bilharzia snail vector and human population monitoring program on the Senegal side of the Diama Reservoir following water level
fluctuations in the reservoir (the disease does not yet occur on the Mauritanian side). The project also finances five pilot projects
around Lac de Guiers and the Canal de Taouey - - the most heavily infected areas. The EU is financing the ESPOIR project and will
be the implementing agency for this component. Further actions will be incorporated in the proposed Health Sector Integrated Project
under preparation.

Current Status
* The issues in relation to the creation of the artificial flood and the intestinal bilharzia problems were discussed in December 1996 in

Dakar with ENDA (one of the largest NGOs in West Africa) on April 23, 1997, with US ED Office and in the afternoon on the

same date with the Bank Information Center (NGO) in Washington DC. All three parties were satisfied with the proposed actions;

• Agreements were sought during negotiations in May 1997 on TORs and arrangements for the implementation of the water
management optimization program (Water Charter), which should ensure the creation and maintenance of an adequate artificial
flood; health mitigation measures financed under the project will be implemented; and that an adequate functional environmental unit
will be established and maintained in the OMVS;

The first artificial flood will be created and its impacts monitored in the rainy season of 1997. A real time flood forecasting system is being
established to create an optimal artificial flood.

tact Philippe Durand
473-3244

June 17, 1997

-4-



IDA

Cameroon: Transport Sector Program

Background/Context
The Congo Basin contains the second largest primary tropical forest in the world (6 million ha). Among
African countries, Cameroon and Zaire support the greatest concentration and diversity of forest-dwelling
primates, large mammals, birds, reptiles and plant species. Critical forest habitat is disappearing at an
alarming rate: CFA devaluation has enhanced the demand for logging in CFA countries. These concerns
were raised with emphasis during the Board presentation of the Transport Sector Project and are being
addressed partly under the project and primarily thorugh a broad policy dialogue covering forest and
biodiversity management issues.

Project Summary
Transport Sector Project. US$60.7 million equivalent of IDA credit. Approved May 30, 1996. US ED
voted against it. Before Board German ED threatened to do the same. Detailed information was sent to the
German ED office who then voted for the project. The Germans are a major partner in Cameroon and have
provided large funds and TA.

Issues
• Government commitment to biodiversity conversation is not trusted by NGOs and questioned by some

Bank staff.
• Logging concessions are known to have been granted without competitive bidding to

loggers. This violates agreed forestry policy.
" NGOs claim the Bank did not follow its environment policies and will finance the Abong-Mang to

Lomie road which directors of African Development Bank had rejected in 1991 because of negative
environmental impacts. These claims are untrue as the credit only includes maintenance and
rehabilitation. No new roads are planned under the project. Loan will not be effective before an
environmental operational manual, is approved.

Current Status
* Bank policy dialogue with the Government has recently broadened to cover forest and biodiversity

management issues.
• The Bank has also entered into broad dialogue with international and African NGOs on approaches to

biodiversity conservation in the Congo Basin, including Cameroon.
• Environmental capacity building in key sector institutions is underway. A regional GEF project in

preparation seeks to create regional capacity to manage environmental information.
• Environmental Mitigation Plan for Road Maintenance was completed in mid-February 1997.
* TOR for Sectoral Environmental Assessment (SEA) has been agreed on by the Government and the

Bank.
* Conditions for project effectiveness were met and the project became effective on April 24, 1997.
• Letter of invitation to carry out SEA has been sent to consultants on the short list.

Contact: Maryvonne Plessis-Fraissard
Ext. 473-4314
C. Cook (On Forestry/Environment)
Ext. 473-4341

June 17, 1997
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IFC

Mali: Sadiola Gold Mine Project (IFC)

Background

A private open cast, gold mining project in western Mali in which the Government of Mali has a major

equity holding. The project is an open-cast mine utilizing a cyanide agitation leach operation. The
project's viability depends upon the import of water via a pipeline from the Senegal River. This pipeline is
now complete, and the mine will start producing gold by the end of 1996.

Project Summary

Board date Dec. 94; loan of $35m and equity investment of $4.8m; EA Category A.

Major Issues

" The construction phase of the project - (now completed) - has attracted thousands of immigrants which
has increased the area's population from approximately 800 to 8,000 people.

* The Government of Mali has issued a written report on the need to relocate the two traditional villages
close to the mine as well as the immigrants.

• The resettlement plan for the traditional villages and immigrants is being prepared; however, the exact
timing for the resettlement is unknown although it will take place in 1997.

Current Status

In November 1996, the project and the government decided to move the village of Sadiola and in March to
also move the village of Farabakouta.

Follow-up
• A socio-economic study was initiated in October 1996 and submitted to IFC for review in April 1997.

The study provides the needed technical data necessary for preparation of a detailed Resettlement
Action Plan. After IFC comments on the study, the project sponsor will prepare such a plan.

Contact: Martyn Riddle
Ext. 473-0661

June 17, 1997
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EAST ASIA AND PACIFIC



IBRD Guarantee

LAO PDR: NAM THEUN 2 HYDROELECTRIC PROJECT

ao PDR: Widespread Poverty: GDP per capita below $400

Growth Options: (a) Export of hydropower; and (b) Export of tropical hardwoods

Background

• NTEC (75% equity): Transfield Holdings Ltd., EDF, Italian-Thai Development, Jasmine International, Phatra Thanakit;

and Government of Lao PDR (25% equity)

• Reservoir 450 sq.km., Powerhouse 680MW, 140 km transmission lines

* Project costs: approximately $1.3 billion

* Project benefits: (a) Economic -- government revenue $20m p.a. to $100m p.a. (nominal) potentially for poverty

alleviation; (b) Conservation of Watershed; (c) Private sector participation in Lao PDR; (d) Environmental -- use of

clean, renewable resource (hydropower) to meet increasing energy demand in Thailand

Proposed NT2 Project:

Project Sunmary: Not in the pipeline (therefore no Board date set); possible IBRD partial risk guarantee (EA Category: A);

possible IDA credit for Social and Environmental Project; IFC Type 'A' and 'B' loans; MIGA insurance.

Internal go / no-go decision (whether to proceed with project preparation) set for Aug / Sep 1997.

Issues

Project Impacts

* Environment -- biodiversity; downstream flooding; water quality

* Social (Significant Cultural Diversity) -- Resettlement of approx. 4,400 people; 5,000 people live in watershed; 20,000 +

people downstream; people living in/around transmission lines; and large influx of foreign workers.

* Institutional -- Lao PDR capacity to implement management/mitigation plans

" Environmental/Social -- ability to protect watershed; restore and improve living standards for resettled people; minimize

adverse downstream impacts

* Economic/Financial -- ability of GOL to allocate resources to poverty alleviation; macroeconomic/ microeconomic

impacts of large project in a small country.

Current Status

Bank Group Involvement

Bank and IFC support contingent on:

* Government Studies -- (a) Study of Alternatives; (b) Environmental and Social Action Plan for Watershed Areas and

Corridor Extensions; and (c) Economic Impact Study

• NTEC Studies -- (a) Environmental Assessment; and (b) Resettlement Action Plan

Public Consultation and Participation

* Public consultations at local, regional, and national levels to play an important part in all 5 studies listed above

Bank International Advisory Group

* Objectives: Advise the Bank on how we can improve the handling of environmental and social issues in Nam Theun 2

and more broadly in hydropower projects the Bank supports worldwide.

" Output: First mission to Lao PDR / project site from May 29-June 7. Report expected at end of July, 1997.

Government Panel of Experts:

" First visit of Panel of Environmental and Social Experts completed in February 1997. Report publicly released. Second

visit scheduled for July 1997.

• Panel to review Dam Safety Issues is to be constituted.

Contact: Jayasankar Shivakumar
Ext. 473-4195

June 17, 1997
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GEF

South East Asia: Developments Affecting the Mekong River Basin

Background/Context

In 1995, Cambodia, Laos, Thailand and Vietnam signed an Agreement on Cooperation for Sustainable

Development of the Mekong Basin. The Agreement established the Mekong River Council (a policy

making body at ministerial level), and the Mekong River Commission (MRC, at vice-ministerial level),

which is supported by its technical arm, the Mekong Secretariat (MS). China and Myanmar are now

observers to the MRC. The MRC has two priority programs: A Basin Development Plan (BDP) and a

Program to set up rules for water utilization. UNDP is playing a lead role in assisting BDP efforts.

Project Summary
The Bank is not involved in any significant Mekong development programs at this stage.

Issues
• NGO community concerned about environmental/social impacts of development projects, especially in

energy, transport and infrastructure sectors, and about access to information and consultations.

* NGOs wish to see the Bank play a proactive role in influencing the MRC and development plans in the

basin. But MRC is concerned about the Bank and other donors playing such a role, and about donor-

driven approach. Many donors are supporting or are interested in supporting Mekong related

programs.

Current Status
* The Bank has taken a demand-driven approach to involvement with the MRC and Mekong initiative.

• MRC has approached the Bank/GEF for technical and financial support for a priority program --
strengthening member countries capacity in hydrological monitoring, supporting implementation of the

Agreement in formulation of rules for equitable water sharing, and coordinating donor effects related to

water utilization and protection. The program would also assist in facilitating wider consultations
among beneficiaries and stakeholders.

" MRC has made an official request for a Project Preparation Grant (PPG) to prepare the above program.
A PPG-block-B ($350,000) was recently approved by GEF and co-signed by MRC, who is the
executing agency for the grant. As a result, a number of donors has indicated to MRC their interest in
co-financing. The Bank/GEF will supervise implementation of this PPG program.

Contact Jeffrey Gutman
Ext. 80454

June 17, 1997
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MIGA

Papua New Guinea: Lihir Gold Mine Project

Background
Lihir is estimated to have the world's second largest gold reserves and, upon full operation, should be the

largest gold mine in PNG. Mine construction began in October, 1995 and is currently approximately 75

percent complete. Some mining operations have commenced.

Project Summary
Board date May 95; loan guarantee for $76.7m for 15 years.

Issue
• Substantial impacts including: land and water impacts from the mine; socio-economic impacts from

population increases, and submarine impacts resulting from disposal of tailings.

Current Status
* MIGA's Environmental Advisor (IFC) and a MIGA staff member visited the mine in July 1996. The

project was found to be in full compliance with relevant PNG legislation and Bank Environmental

policies and guidelines.
* An independent consultant has recently concluded that the project complies with relevant local and

international conventions and treaties.
• MIGA receives monthly reports on the project from the investor.

Follow-up
* Need to carefully monitor adequacy of pollution control program for treatments of waters.

* Possible visit by specialist to discuss current status and adequacy of mitigation measures.

Contact Gerald T. West
Ext. 473-2060

June 17, 1997
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EUROPE AND CENTRAL ASIA REGION



IBRD Guarantee

Russia: Petroleum Joint Venture Project

Background/Context
Joint venture greenfield development of a giant N. Priobskoye oilfield in the Ob River floodplains of W.
Siberia. Project sponsors: Yukos, a large Russian oil enterprise, and Amoco, a U.S. international oil
company.

Project Summary
Proposed Bank support: US$ 500 million primarily through guarantees; EA category A.

Issues

A number of NGOs have expressed the following concerns and claims:
• Risk of serious direct environmental damage (flora/fauna).
* Risks to indigenous people.
* Concern that the EA prepared by project sponsors will not be of sufficient quality to meet Bank

requirements.
" Bank's energy program over-emphasizes production; neglects demand management and efficiency.

Current Status

• Sponsors have invested major resources over 2 years in preparation of a comprehensive EA expected to
be complete in December 1996. Criticisms of project management in advance of EA.

• EA contains rigorous safeguards to minimize direct environmental disruption. Separate sponsors are
establishing new, protected areas in project area.

• EA incorporates action plan to safeguard interests of local communities, consistent with Bank
directives on local population (3261 km 2 project area contains population of only 560 people, 79 of
whom are indigenous).

• Sponsors meet regularly with local communities, publish a newsletter, and have designed micro-
projects to improve local conditions on an environmentally sustainable basis.

• Bank policies call for sponsors to prepare EA that meets all Bank and Russian requirements. NGOs
provided input to the TORs for the EA. Third party consultants will monitor compliance.

• Bank is currently reviewing its energy strategies at country (Russia) and world-wide levels to take
account of energy and environmental tariffs. Discussion of global strategy with interested NGOs and
industry is underway.

• Project removed from MOS in June 97 and placed in very distant "hold position" in lending program
due to reform slippages and escalating differences between Russian and foreign joint venture partners.

Contact Charles McPherson
Ext. 473-2854

June 17, 1997
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MIGA

Russia: Prospective Kamgold Gold Mine (MIGA)

Background
Kamgold has proposed an underground gold mine in the Kamchatka peninsula. Kamgold is a joint venture
between investors from the United States and Russia. Feasibility studies were completed in 1995.

Project Summary
MIGA anticipates commencing its underwriting of this project in the near future.

Issue
• Proposed mine is near a UNESCO-designated World Heritage Site.

" The International Union for the Conservation of Nature (IUCN), a non-governmental organization,
passed a resolution against the project at the 1996 World Conservation Congress.

• Project reportedly has strong support from the local Russian authorities, and was on the agenda of the
bilateral Gore-Chernomyrdin meetings in May 1997.

Current Status
* While the IUCN is reportedly reassessing its position in light of more recent information made

available by the project sponsors, the proposed investment is a potential flashpoint. The aggressive
investor, backed by a Washington law firm, can be expected to actively pursue MIGA support.

Contact: Gerald T. West
Ext. 473-2060

June 17, 1997

-11-



SOUTH ASIA REGION



IBRD/IDA

India: Coal Sector Rehabilitaion Project

Background

The project aims to support the ongoing market-oriented sector reforms in the coal industry and provide financial

and technical assistance to Coal India's efforts to transform itself into a commercially viable and self-sustainable

company. The project would support the Government's broader economic reform effort by reducing the risk of a

decline in indigenous capacity to supply the power sector and other industries with the coal they need before

imports and production from private investments can fill the emerging supply gap.

Project summary

Board Date: August 1997
Loan/Credit Amount: US$530 million IBRD loan and US$2 million equivalent IDA credit, US$530

million co-financing from JEXIM.
EA Category: A

Issues

* International and local NGOs have raised concerns about India's reliance on coal as its primary energy source

and the global and local environmental issues associated with coal mining.
* NGOs have voiced concern about social issues, including resettlement and rehabilitation, indigenous peoples'

and women's issues, and consultation and participation of project-affected people.

Current Status

" The project was appraised in March 1997 after the Operations Committee met to discuss the project.
* Environmental and social issues are currently being addressed under the Coal Sector Environmental and

Social Mitigation Project (Cr. 2862-IN). Satisfactory implementation of this project and a report to the Board

on the status of implementation is required before negotiations on the Coal Sector Rehabilitation Project. In

addition, continued satisfactory progress of the Environmental and Social Mitigation Project is a pre-requisite

for effectiveness. Finally, the two projects will be linked with cross-conditionality that specifies key
performance and progress indicators for the Environmental and Social Mitigation Project which, if not met,

would lead to suspension of the Coal Sector Rehabilitation Project.
* A Public Relations campaign has been initiated at Coal India, in consultation with officers at the Bank's New

Delhi office and headquarters.
* A meeting took place in may with European NGOs. Bank Bank staff and Coal India officers are continuing to

meet with NGOs to respond to their concerns about the project.

Contact Hiroaki Suzuki
Ext. 80457

June 17, 1997
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IDA

Bangladesh: Jamuna Bridge Project

Background/Context
The construction of a major bridge across the Jamuna River would end relative isolation for 27 million

people (among the poorest in the country), facilitate the transmission of natural gas and

telecommunications, and help enhance the region's strong growth potential.

Project Summary
Board date FY 94; $200M credit; EA Category: A

Issues
• An estimated 77,000 people will be affected by land acquisition, people affected have been

compensated, as well as those affected after each of the next three years' floods.

• IDA is working closely with the Government to address issues concerning adequacy of compensation,
bribery and corruption, and availability of information about grievance mechanisms.

* On August 26, 1996, the IDA's Inspection Panel registered a request from the Jamuna Char

Integrated Development Project to investigate alleged omissions and failures of the project. IDA

Management submitted its response to the Inspection Panel on September 20, 1996, indicating that it

has complied or intends to comply with all relevant Bank policies. The Inspection Panel

recommended, and the Board approved on April 3, 1997, that no inspection is needed at this time.

Current Status

• Impacts of bridge construction during 1996 have been surveyed. Char dwellers were also surveyed.

Compensation of affected Char dwellers started in June and will continue to about August of this

year.
" A Revised Resettlement Action Plan (RRAP) was adopted by the Government in October 1993,

allowing affected people to benefit from the project, including erosion-affected people. The RRAP is

being implemented.
* The Borrower has adopted and is implementing an Erosion and Flood Policy (approved Sept. 1996)

for compensating erosion-affected people, including Char dwellers. The policy is satisfactory to IDA

and the association and other cofinanciers are assisting Jamuna Multi-purpose Bridge Authority
(JMBA) in its implementation.

• An Environmental Action Plan (EAP) has been prepared and is being implemented by relevant

NGOs.
• A mid-term review of the project was carried out in March 1997, in which it was recommended that

no major structural changes of the project are needed.

Contact Ismail Mobarek
Ext. 458-2947

June 17, 1997
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IDA

Bhutan: Third Forestry Development Project (Cr. 2533-BHU)

Background
The project finances four components: (i) National Forest Management; (ii) Social Forestry; (iii)
Afforestation/Reforestation and (iv) Institutional Strengthening. It aims to help Bhutan develop an approach for
sustainable management and use of its forest resources in line with its national development priorities. The project
includes under component (iii) rehabilitation of degraded forest lands, and under component (ii) agroforestry on
private land and participatory forestry on public forest land through involvement of local communities to meet local
needs.

Project Summary
Board date July 6, 1993; $ 5.4M Credit, in co-financing with SDC Grant of SwF 4.07M; EA Category: B

Issues
The.re are currently no acute environmental issues.

Current Status
• The report of two environmental specialists on the MTR mission of November-December 1996 was circulated

in the Bank in January 1997 and was found to have instituted sufficient environmental precautions, agreed with
RGOB, to resolve the environmental concerns for the near-term.

• The two experts felt that watershed concerns are being addressed appropriately. Project-supported technical
assistance in low-impact logging methods over the next three years will further improve the level of local
expertise in ensuring the conservation of watershed values.

• Regarding biodiversity concerns, the specialists accepted the overriding consideration [which gave the

justification for including the National Forest Management component in the project] that the managed harvest
of wood is absolutely needed in Bhutan as a necessary function of the forest and that the new management
introduced through the project is an improvement over the previously largely unplanned and unregulated
system.

• The pattern of harvesting applied in the Forest Management Units (FMUs) - a matrix of small strip or patch
cuts interspersed with substantially larger areas of undisturbed forest - and the very low level of exploitation of

the forest resource as a whole - only 0.2 % of Eastern Bhutan's broad-leaved forests will be harvested in seven

currently proposed FMUs over the next 10 years - satisfy biodiversity concerns.

" The client organization has agreed to introduce field trials to test alternative forest management systems,
regeneration options, and environmental monitoring of operations and trials. These precautionary activities will

also be assisted by project-supported, selective consultant inputs during the next three years.

• The sub-team further concluded that cattle grazing, rather than regulated commercial logging or even
traditional unregulated wood use, has the most serious impact on biodiversity. Grazing damage is reduced
under the forest management system being applied mostly by fencing regeneration areas.

• The project will be supervised again in May 1997.

Contact: Chris Keil
Ext. 81918

June 17, 1997
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IDA

India: Coal Sector Environmental and Social Miti2ation Project

Background
The overall objective of the project is to improve management of the environmental and social issues associated with
production of coal by Coal India Limited (CIL), supported by appropriate policies for environmental mitigation,
resettlement and rehabilitation of project-affected people, and community development. These policies will be
tested in 25 coal mines, of which 24 will receive support under a Coal Sector Rehabilitation Project (CSRP).1

Project Summary
Board Date: FY96; $63m IDA credit (total cost of $84 m); EA Category A

Issues

• Domestic and international opposition to opencast coal mining in India is growing as a direct consequence of
past failures by CIL to adequately address environmental and resettlement issues, and indirectly due to
unresolved environmental issues associated with burning low grade coal in India's often inefficient power
stations.

" Approximately two-thirds of India's 496 coal mines are underground, have low productivity, and in many cases
are unprofitable--65% of India's coal comes from large, highly mechanized opencast mines which often have
severe environmental and social impacts. Mine closures are inevitable if CIL's operations are to remain
financially viable.

" The Bern Declaration and local NGOs have raised concerns regarding: (i) the lack of consultation/participation
in preparing Resettlement Action Plans (RAPs) or Indigenous Peoples' Development Plans (IPDPs); (ii) the
historically poor record of CIL with respect to resettlement and rehabilitation (R&R) and alleged flaws of CIL's
revised R&R policy; and (iii) the need to restore incomes of people displaced by coal mining; and (iv) failure of
the project to adequately address global issues.

Current Status
* The project supports development of institutional capacity within (and actions by) CIL to implement

Environmental Action Plans, RAPs and IPDPs at the 25 mines within the rehabilitation project. The
rehabilitation and mitigation projects will be linked through cross-conditionality, i.e. satisfactory progress with
implementing these plans at each of the 25 mines will be a condition for continued Bank support for
rehabilitation investments (see footnote).

* CIL's revised R&R policy self-imposes corporate responsibilities which greatly exceed minimum legal
requirements for R&R. CIL has used a participatory approach in the development of the various plans.

• Project specific environmental and social mitigation costs are fully-accounted for; however, the economic costs
of carbon dioxide emissions from the use of coal have not been considered.

* On June 9, 1997, the Bank issued Status of Implementation Note on CSESMP for the information of the
Executive Directors.

Contact: Jelena Pantelic
ext: 473-9377
Hiroaki Susuki
ext: 458-0329

June 17, 1997

The India Coal Sector Rehabilitation Project, expected Board Date of August 26, 1997, $530m loan, $2m credit ($1,700m
total cost), EA Category A.

June 17, 1997
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IBRD

India: National Thermal Power Corporation (NTPC) Power Generation Project

Background/Context
The project aims at improving commercial discipline in the Indian power system, helping NTPC to mobilize
funding for its program of new power stations, upgrading the environmental performance of existing power
stations and make its new power stations environmentally more sustainable and strengthening NTPC's
environmental and resettlement and rehabilitation (R&R) management capability.

Project Summary
Board date June 93; $400m loan; EA Category: A.

Issues
* As with the Coal Sector projects in general, NGOs raise concerns over India's reliance on coal as an energy

source and the detrimental impacts on the global and local environment.
• The Singrauli area, where one project supported under this loan is located (Vindhyachal II), remains the

subject of significant NGO concerns (Bern Declaration, Greenpeace and several local NGOs) as well as
those raised recently by politicians, partly due to reports which noted adverse environmental and social
consequences from past investments by Coal India, NTPC, UP State Electricity Board and several private
industries in the area.

• NGOs have also voiced concerns over the extent of community participation and alleged harassment of

villagers by the police and NTPC staff.

Current Status
• The environmental monitoring system under the Environmental Action Plan has demonstrated that most

NTPC power stations (at 12 different locations in India) operate within the standards stipulated by the state

Pollution Control Boards. A number of environmental projects to further improve performance are in
various stages of implementation. NTPC has been asked to accelerate the implementation of some of the

ash slurry recycling and close cooling water system projects, which are considerably delayed.
* New power stations are being designed using stricter standards.
* NTPC has been partially successful in implementing the various R&R action plans. The land-for-land

option has proved to be difficult to implement in practice and the creation of viable alternative income

generation schemes has been a difficult and time consuming process.
* At all sites, consultation has been taking place and at some sites has helped resolve remaining problems.

(Examples are Farakka, Ramagundam, Kayamkulam and to a certain extent Talcher). However, particularly
in the Singrauli area (including Vindhyachal II), the consultative process is not yet working very well,

partially because of demands made by people living in areas affected by the project are well in excess of

what can be offered under the agreed R&R policy and because a number of local groups have been filing
cases in court. In January 1997, the Supreme Court dismissed a Special Leave Petition files by PAPs of the

Vindhyachal II project. NTPC can now proceed with the resettlement and the implementation of various

rehabilitation schemes. Consultation with PAPs has been intensified. Some progress has been reported by
NTPC in the implementation of the resettlement and rehabilitation plans of PAPs of Rihand and

Vindhyachal II and most PAPs are expected to relocate over the next few months.
* On May 2, 1997 the Inspection Panel notified the Executive Directors and the Bank President about the

registration of a Request for Inspection by Ms. Madhu Kohli on behalf of a number of small and marginal
cultivators in the Singrauli Region. The Management Response to the allegations was provided on June 3,
1997 and is now under consideration with the Inspection Panel.

• The situation in the Singrauli area, where part of the project is executed remains tense and there have been

conflicting reports at events taken place at Vindhyachal on May 25, 1997 when NTPC together with the

District Commissioner and local police proceeded with relocation of villagers after the Supreme Court

dismissed a Special Leave Petition filed by PAPs of the Vindhyachal II Project. A Bank mission to

investigate the case did not find evidence of police violence on May 25, 1997, except for one incident of the

use of police force on June 9, 1997. However, reports remain conflicting. The mission also took note of a

number of grievances from some villagers, which are now being addressed by NTPC. NTPC has reported

that no force has been used and a number of people have shifted voluntarily both at Vindhyachal and in

Rihand. Police presence at Vindhyachal is to ensure any avoidance of a law and order problem. The Bank

has indicated to NTPC that the use of force is not acceptable. The incidents are now under review and the

situation is closely monitored.

Contact T.P. Storm van Leeuwen
Ext. 81464

June 17, 1997
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India: Ecodevelopment Project

kground
.is project aims to conserve biodiversity in seven globally significant protected areas in India through a strategy of ecodevelopment.

By increasing collaboration between local people and government managers, the strategy aims to address both the impact of local
people on the protected areas and the impact of the protected areas on the local people.

Project Summary
Board Date September 5, 1996; Effectiveness Date December 27, 1997; EA: B

Concerns Expressed by NGOs

* Some local people have not been consulted during project preparation. Project preparation included participatory planning on an
indicative basis involving only a sample of potential participants and used this to develop the strategic plan.

• Past confrontations between the state and local people in and around the protected areas (PAs)..
• Resettlement.
• Resource rights of the indigenous peoples in and around the PAs.
• Little linkage with conservation, like past government program in ecodevelopment.
• Dilution of protection efforts for other PAs.
• Extent to which local people participate in decisions on protected area management. Some NGOs advocate the concept of "joint

protected area management", which would strengthen the extent of participation in protected area management decisions and open

up the question of restoring resource rights. Other NGOs and many forestry officials currently oppose this concept, fearing that it
would open a Pandora's box and undermine protection.

• Dependence on foreign agencies

Project Design Features Addressing Above Concerns

• Participatory planning and decisions by all local people involved in the project on specific project activities and investments
during the project period.
The participatory planning and implementation support serving as mechanisms for conflict resolution
No involuntary resettlement and detailed guidelines for any voluntary relocation.

• Existing customary and other resource rights of indigenous peoples protected, although rights lost in the past not necessarily
restored.

" Ecodevelopment investments explicitly linked to measurable reciprocal commitments by local people to support conservation.

• Steps to monitor staffing and non-project conservation expenditures, ensuring project would build upon rather than dilute existing
protection efforts.

Recent Actions
The project design addresses most of the above issues, or at least provides mechanisms for further dialogue. Both Bank and

Government efforts have therefore focused on improving the understanding of this design.

The national and state governments' efforts to improve understanding have included:

• dissemination of staff appraisal report, project summaries, translated text, etc. to NGOs, researchers, press, and local people
• ZOPPs workshops facilitated by professionals in each of the seven sites involving forestry staff, other government staff, NGOs,

researchers, press, and local leaders
* preliminary meetings and participatory microplanning with some local communities

" co-sponsoring (with the Bank) meetings with concerned NGOs, individuals, and the press (at the national level in June and 1996
and in Karnataka, Bihar and West Bengal in September/October 1996, in Karnataka, Gujarat and Rajasthan in February 1997, and
in Kerala and Madhya Pradesh in April 1997)

• Beginning in January 1997, the national level government coordinator has begun to play a more active role in handling NGO
correspondance

Bank staff have supplemented these efforts with
• Providing ongoing clarification of the project design to the constantly changing teams of forestry officials (Due to normal rotation,

over 50% of chief wildlife wardens and protected area field directors changed between project appraisal and negotiation, and lack

of familiarity with the project design by these individuals has been the source of some of the misunderstandings. This situation
was aggravated by the fact that the project coordination office lacked a director August - October, 1996.).

• Assisting with logistical arrangements for NGO workshops and dissemination of reports



IDA

Responding to letters from NGOs and others

Meeting informally with concerned individuals to maintain communication

• Rearranging supervision plans so that beginning in January 1997, the Bank's New Delhi Office (NDO) could play a greater role in

interacting with local people, NGOs, government staff, researchers, the press, and other stakeholders

* Devoting extensive attention to project supervision during FY97, including visiting all seven project sites during the course of

three missions. Mission documentation includes summaries of the discussions with NGOs, press, and local people.

Current Plans

The New Delhi Office is taking over the task management of the project as of July 1997 but headquarters staff will continue to be

involved and provide continuity. The proposed supervision plan for FY98 would continue the intensive level of attention from Bank

staff, with a focus on achieving results at the field level and a well-functioning monitoring and reporting system.

Contact: Jessica Mott
Ext. 458-5607

June 17, 1997
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IDA

India: Upper Krishna II Project

A separate note was sent to Mr. Wolfensohn on April 28, 1997, as part of the India Spring Meeting Briefing
Package.

Project expected to close on June 30, 1997.

Contact: Anis Dani
Ext: 32263

June 17, 1997
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Brazil: Gas Sector Development Project

Background
The project comprises construction of a pipeline from Santa Cruz in Bolivia to Sdo Paulo in Brazil, continuing
with a smaller diameter southern leg to Porto Alegre. The pipeline is 3,110 km in total, of which 2,547 km is in
Brazilian territory. Only the Brazilian part will be financed by the Bank. The total investments in the pipeline,
including financial costs but excluding phased compression costs, are estimated at about US$ 2.0 billion of which
about US$ 1.5 billion would be in Brazil. The capacity of the pipeline will be 30 MM cm/d. The Bank financial
support is limited to the Brazilian side of the pipeline.

Project Summary
Board Date: FY'98; $ 330 million in IBRD loan and guarantee; EA Category A

Issues

* Crossing of sensitive environmental ecosystems such as the Pantanal, the Gran Chaco and Santa
Cruz La Vieja National Parks (Bolivia) and Mata Atlantica Biosphere reserve and Aparados da Serra
National Park in Brazil.

* Indigenous peoples territories will be crossed and new access roads may lead to conflicts.
• Construction and maintenance operations and crews may adversely affect small rural communities.
• Increased gas exploration and exploitation may lead to additional pressures on sensitive ecosystems,

tropical forests and indigenous peoples.
• Uncontrolled downstream developments may cause additional impacts.

Current Status

• A full Environmental Assessment report has been prepared for the entire pipeline including both the
Bolivian and Brazilian segments. Strategic upstream (in gas exploration areas in Bolivia) and
downstream (delivery centers in Brazil) environmental assessment reports are also being completed.

• Detailed environmental management plans (EMPs) are being completed based on the same social and
environmental criteria used in other Bank projects.

• A detailed set of environmental specifications during construction will be part of bidding documents
including camp location and construction crew behavior guidelines; these specifications will be
enforced during construction.

• An indigenous peoples' development plan is being prepared for the Bolivian as well as for the
Brazilian side of the pipeline.

• No resettlement issues.

Contact: Nelson de Franco
ext: 473-8092

June 17, 1997
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IBRD

Argentina/Paraguay Yacyreta II Hydroelectric Project

Background/Conted
Large-scale hydroelectric bi-national project on the Parani river bordered by Argentina and Paraguay.
The project experienced cost-over runs and delays due to political and economic instability in Argentina
in the early 1980's, and was revived in the mid-1980's with provisions to address environmental and
resettlement issues. Sixteen (16) of the dam's 20 turbines are now operational and expected completion
date is December 1998. The Governments of Argentina and Paraguay plans to privatize the facilities were
rejected by both national legislatures on April 30, 1997.

Project Summary
The World Bank has approved four loans for the project totaling $895 million. The last loan's Board
Date: Nov. 92, US $300m loan; total project cost approximately $7 billion; EA category A.

Issues
* Compensation for involuntary resettlement of 50,000 people.
* Compensatory actions for loss of riverine forests and wetlands and adverse impact on fish population

of the Parana river.
* Compensation for impacts of reservoir development on human health.

Current Status
* The borrower has been slow in financing commitments specified in a Resettlement and

Environmental Management Program (EMP).
• In May 1996, Bank management agreed on a plan to complete pending actions related to elevation

76m. After some delay, because of lack of funds, implementation resumed in December 1996. An
escrow account was established and funds are secured to complete all action by December 1997. As
of May 30, 1997, 72% has been implemented.

• Bank management responded to a complaint issued by the Inspection Panel on October 31, 1996.
* Bank Management sent a Progress Report on the project to the Board on February 3, 1997.
• On January 20, 1997, Bank Management with the Government of Argentina on a Plan of Action to

complete by December 1999 works and activities to mitigate effects of prolonged operation at
elevation 76m. Details of the plan of action and financial arrangements for funding such plan were
finalized on April 29, 1997. Implementation of the plan has started.

• Board agreed that the Inspection Panel should study the project. The Inspection Panel has started its
work and should report to the Board in four months time.

Follow-up Actions
* Continued close supervision of environmental and resettlement components.

Contact: Vladimir Jadrijevic
Ext. 473-8703

June 17, 1997
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IFC

Bolivia: Compaiiia Minera del Sur (COMSUR) Project

Background
IFC made its first investment in COMSUR in 1986. Subsequently, further investments were made in

1989, 1993 and 1995 to assist COMSUR in the expansion/modernization of its mining operations in

Bolivia.

Project Summary
Board Date: July 1995; loan $8.34m (total loans of $24m); EA Category A.

Major Issues
* Between August 29 and September 1, 1996 uncontrolled releases of tailings from one of COMSUR's

zinc/lead/silver mines (Porco) occurred resulting in contamination of water downstream of the mine.

* No loss of life occurred nor is there any evidence of any significant short term environmental and

social impacts. The company hired local residents to assist in a major cleanup program to remove

deposited tailings from the river. This work was completed in January 1997.

* A program has been developed to monitor for medium and long term effects.

Current Status
* Mill operations resumed in December 1996. A small new tailings impoundment is receiving tailings

for the interim, until a large, new facility is built on level terrain well away from the river.

• IFC arranged for a third party review of the cleanup and environmental monitoring programs, and the

company's environmental management system. Recommendations of minor improvements and

changes have been forwarded to the company for review and response.

Contact Martyn Riddle
Ext. 473-0661

June 17, 1997
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IBRD

Brazil: Rondonia Natural Resources Management (PLANAFLORO) Project

Background
The World Bank has financed two programs to promote sustainable management of natural resources in
Rondonia. From 1981 to 1986, the Bank supported the POLONOROESTE program (US$500m in Bank
loans), which succeeded in protecting some indigenous lands and conservation units and encouraged more
sustainable cropping patterns. However, the program is best remembered for the paving of the BR-364

highway, which was the pathway of the last groups of migrants flooding into the region, thus exacerbating
many social and environmental problems. In 1992 a second project, PLANAFLORO, was approved for Bank
financing, one of its main objectives being to address the social and environmental problems associated with
in-migration and unsustainable agricultural and resource extraction practices. The centerpiece of
PLANAFLORO is a zoning plan which divides Rondonia into different zones reserved for conservation (some
40% of the state), light development, and more intensive development.

Project Summary
Board date: September 12, 1992; US$167m loan; EA Category A

Issues
• Implementation has been difficult with significant delays (particularly of the zoning component), strong

resistance towards conservation-oriented components among powerful groups in the state, and strong local

and international NGO criticism that the project has failed to provide better protection for fragile lands
and traditional peoples.

* Even after bringing NGOs into the decision-making of the project, conflict continued, culminating in a

request for an investigation by the World Bank Inspection Panel in 1995. In January 1996 the Board of

Directors decided that a formal inspection would not go forward, but did ask the Panel to continue

following the evolution of the project and report to the Board.

* Implementation problems have included lack of ownership among key stakeholders both at the community
level and among politically more powerful groups; poor implementation capacity in relevant local
institutions; and problems associated with the State's ongoing fiscal crisis and delays in the release of
funds by the Federal government.

Current Status
" At the mid-term review in June 1996, a new, simpler design of the project emerged. Maintaining the

original goals of the project, the new design shifted most of the development-oriented resources to

demand-driven, community-based activities that had a stake in the conservation goals of the project. This

element was accepted enthusiastically by the NGO community.
* The environmental protection components still lack full commitment and support by the State and Federal

authorities. Since July 1996, the State Government together with Federal officials and NGO

representatives have been working on a new governance scheme for the project.
• Although some claims about the degree of environmental degradation have been exaggerated, illegal

logging and mining and some squatting is occurring on areas designated as conservation or indigenous
lands. Before the Bank can approve the new project design and governance scheme, the State will need to

demonstrate good faith in taking measures to prevent the serious instances of encroachment.
• The Executive Directors requested that the Inspection Panel visit Rondonia, which it did in early March

1997, and report on the project's status and NGO complaints.
* A draft amendment of the Loan Agreement for a one year project extension, has been prepared and sent to

the Brazilian Ministry of Planning. This amendment is expected to be negotiated by mid-July 1997.

Follow-up

* Continued intense field-based supervision.

Contact: Daniel Gross
Ext. 473-0055
G. Lituma
Ext. 472-1892

June 17, 1997
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Brazil: Itaparica Resettlement and Irrigation Project

Background
The Itaparica Hydropower Project on the Sao Francisco River displaced 8,100 families. This hydropower
project was not financed by the Bank and closed in 1986. At that time there was no resettlement plan. The
Government of Brazil supported by strong NGO involvement requested the Bank to finance the Itaparica
Resettlement and Irrigation Project. This project has as principal objective to maintain or improve the

displaced population's current standard of living. To achieve this objective the project finances: (a)
irrigation and agricultural production services, including establishment of some 8,000 ha of irrigated
farmland and agricultural production services; (b) other rural infrastructure and services, including rural
housing, water supply, rural road construction, installation of electric power systems, and education,
health and social services; (c) urban resettlement of the townships of Petrolandia, Itacuruba, Rodelas and
Barra do Tarrachil, water supply and sanitation, and relocation of regional roads and power lines.

Project Summary
Board date: 11/17/87; total project costs $ 303.7 million, specific investment loan; EA Category: C.
Government regulations (Federal Law 6938 of 1981) required the preparation of an EA. As the project
was already under construction when the law and its regulations were published, the borrower prepared an
EA to satisfy its own regulations. This EA was only an add on and could not influence project design.
Under current Bank EA procedures this approach is considered unacceptable practice.

Major Issues:
* Resettlement has been a nightmare since the early stages of the project;
* Government has continuously tried to drag its feet on the resettlement;
* The Bank has continuously tried to press the government to do a good job;
• Situation from the government side has slightly improved.

Current Status
* All 8,100 families have been resettled;
* Most of the infrastructure is complete;
* 58% of the settlers remain to be trained;
a It is expected that by mid-1997 the percentage of irrigated plots will reach 84%;
* Project will close officially on 12/31/97;
* NGOs would like the Bank to continue to provide leverage in relation to the government;
* On March 12, 1997, the Inspection Panel received a request for Inspection;
• Present file with the Inspection Panel is not because of a failure of the Bank, but to put

pressure on the government to fulfill its obligations to the resettled people;
* Management response was sent to the Inspection Panel on April 29, 1997.
• The Brazilian Federal Government established in December 1996 (thus before the Request

for Inspection) a high level Interministerial Committee. The main task of this Committee is

to prepare a detailed Action Plan with schedules, budgets and origin of funds, etc. This
Action Plan was delivered to the President of Brazil in May 1997.

Contact: Constance Bernard
Ext. 458-5175

June 17, 1997
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IBRD/IDA/GEF

Grenada: OECS Ship Generated Waste Management Project

Backiground/Context
The OECS Ship Generated Waste Management Project for the Caribbean region involves 6 national components and a
regional component for the development of solid ship-generated waste management facilities. One of these components is
in Grenada.

Project Summary
Board Date: May, 1995; US$50.5 million financed by EIB, IBRD, IDA, EU, GEF, CDB and OECS Governments. EA
category: A.

Issues
• In early 1994, Grenada had plans to develop a new landfill site in the southernmost portion of Perseverance Estate.

In May of that year, the Bank informed the Government of Grenada that the project could not support a landfill at
this location because it would destroy part of one of only two Grenada Dove habitats (a critically endangered species
totaling only some 70 birds, approximately 20 being at the site at issue). The Bank advised the Government to find
an alternative landfill site and that both Dove habitats (Mt. Hartman and Perseverance) should be protected. The
GEF added US$200,000 to the project for a subcomponent to provide on-the-ground protection to the main Grenada
Dove habitat (about 50 birds) at the 60 ha Mt. Hartman National Park. The remaining Dove population lives on the
Government-owned Perseverance Estate and the adjacent privately-owned Woodford Estate.

* In October 1994, the Government (not the current government) allowed a private firm with a long-standing
concession to develop a quarry in the northern portion of Perseverance Estate which resulted in destruction of Dove
habitat and fragmentation of remaining habitat. Grenada Doves still occur in both remaining patches of habitat on
the Estate but their survival is precarious. However, there are definitely no Grenada Doves, nor anything resembling
suitable habitat, in the now cleared northern section of Perseverance Estate.

* To date, the Government has not found an alternative landfill site that is both technically and politically acceptable.
Accordingly, the Government is now proposing to use about 10 ha of the cleared quarry portion of Perseverance
Estate as a landfill site.

• If the 1994 clearing at Perseverance Estate anticipated the landfill development, the Bank would be precluded from
financing the Grenada component because of the provisions of OP 4.04: Natural Habitats. Although no Bank funds
are financing the national component for Grenada, the Bank is involved as an Implementing Agency for GEF funds
for this component ($1.2 mil.).

* The Borrower and the Bank agreed to undertake further review to determine whether the modified Perserverance site
was indeed the best available alternative for the landfill. Mitigation measures, including a species management
plan, are to be developed for the Grenada Dove, preferably to include all existing Dove locations.

Current Status
* A recent internal review found that since the Government that permitted clearing in 1994 was different from the one

deciding on the landfill development, it would be difficult to determine that the purpose of the clearing was to force
development of the landfill at that particular estate.

* The project has recently been declared effective and disbursement conditions introduced that include submission of
satisfactory EAs and final landfill selection on that basis.

• The Government has declared the remaining fragmented habitat at Perseverance as a National Park and is
negotiating to purchase contiguous habitat in private lands to add to the Park. It has also declared its commitment to
protecting Dove populations in association with the proposed landfill site at Perseverance.

* A consultant has undertaken a review comparing alternative landfill sites on environmental, economic and social
grounds. The review found that Perserverance site is indeed optimal. However, appropriate measures to protect the
remaining Dove habitat would have to be implemented with vigor. If such measures cannot be taken or are found to
be too risky, an alternative site-Meadows-may be the best option.

* A meeting in Washington on April 1997, the Bank has confirmed with leading conservation NGOs and Dove
experts that the most feasible alternative is to locate the landfill at the cleared part of the Perseverance Estate.
However, it was also agreed that a comprehensive Grenada Dove species recovery action plan will be developed and
partly supported by GEF.

* A Dove expert has already been fielded to Grenada and is expected to provide draft species recovery plan and other
Dove survival related outputs.

Contact: Usamah Dabbagh/George Ledec
Ext. 39400

June 17, 1997
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IFC

Guatemala: Basic Resources Ltd., Project

Background
IFC made its first investment in BASIC in 1994. Subsequently, an investment was also made in fiscal
year 1997. Both investments are assisting the company in its ongoing development of its oil production
activities in Guatemala.

Project Summary:
Board date May 1994; A loan $10m; B loan $6m; Equity: $4.0m; EA Category: A:
Board date July 1996; A loan $12m; B loan $12m; Equity: $1.8m; EA Category: A.

Major Issues:
" Ongoing development of Basic's main oil field (Xan field) which began with a concession award in

1985. The region was subsequently declared part of a Biosphere Reserve in the early 1990s. The
1985 concession award required the company to construct a pipeline to evacuate oil from the Xan
field in the mid-1990s.

" Access to the Reserve is via a public road built in the 1970s and on a ferry across a river at the
Reserve's southern boundary. Squatters have been invading the area at an increased rate since the
recent peace accords were signed. Ferry operations were controlled by the military until peace
accords were signed but they have since withdrawn. National environmental authorities are supposed
to operate the ferry, but have been prevented from doing so by squatters.

• The development of the Environment Management Plan for the Basic's activities involved BASIC,
Government of Guatemala's environmental authorities and a number of non-government
organizations (in particular Conservation International).

" BASIC has made a financial contribution of US$130,000 towards the management of the Biosphere
Reserve.

Current Status

• Following an Independent Environmental Audit, 1994, a corrective action plan was developed to
bring all operations into compliance with Bank environmental guidelines;

• A new pipeline (outside the Reserve) has been aligned to follow an existing road to minimize impacts
on right-of-way and access.

* BASIC, IFC and Conservation International have been engaged in an ongoing dialogue on how to
address the site restoration requirement under the Bank's Natural Habitats Policy (OP 4.04) after IFC
is no longer involved in the project.

* No hostage taking incidents have occurred since those reported in the previous watch list.

* In early May 1997, Norcen, a Canadian company, announced a tender offer for the shares of BASIC.
This offer closed on June 9th and was successful. IFC tendered its equity in the offer. As BASIC's
environmental covenants arise from the IFC loans, IFC's sale of its equity will not affect its position
in respect of BASIC's obligation to follow Bank environmental policies and guidelines. A separate
detailed briefing on the takeover was sent to Mr. Wolfensohn on June 5.

* In early June, the US GAO visited Basic in Guatemala as part of its review of public consultation in
Bank Group projects. The results of this visit are not expected until GAO staff return to Washington
during the week of June 23rd.

Contact Martyn Riddle
Ext. 473-0661

June 17, 1997
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IBRD (closed)

Guatemala: Chixoy Hydroelectric Project

Background/Context
The World Bank and the Inter-American Development Bank financed a hydroelectric dam in the Guatemalan

highlands in the late seventies. The first World Bank loan for the project was approved in 1978. The dam had serious

cost overruns, and the project completion report judged the project unsatisfactory from an economic and financial

point of view. The project was closed in 1989. In 1996, Witness for Peace, an NGO group, published a report entitled

"A People Damned" in which it claimed that the Bank's support for the project and the associated resettlement was

linked to the murder of 177 women and children in the community of Rio Negro and it suggested that Bank officials

ignored the massacre. Mr. Wolfensohn ordered an internal inquiry and asked a high level Bank group to visit Chixoy

in July 1996. On its return, the Bank group reported that at the time of the massacre-and for some time after- the

civil disorders reported in the project area were considered part of widespread insurgency and counterinsurgency

actions carried out in Guatemala in the 1980s which led to the displacement of an estimated one million people and

the deaths of perhaps 200,000 peasants and indigenous people, among them people in Rio Negro. Furthermore,

although Bank staff at that time were aware generally of violence in the area, neither Bank staff nor other observers

directly associated this violence with the project.

However, the Bank team that visited Chixoy in July 1996 confirmed that some aspects of the resettlement plan had not

been completed. The team made recommendations for completing the resettlement plan; the Government is now

implementing such recommendations which the Bank is monitoring very closely.

Projeet Summary
Project is closed.

Issues
• Several aspects of the resettlement program still need to be completed. These deal mainly with (a) the provision

of farming land to those resettled at Pacux; (b) titling of house lots and agricultural land; (c) the completion of

electricity and water distribution systems; (d) compensation to a few persons for the loss of their former homes or

other property incurred as a result of the process of resettling and; (e) the provision of construction materials to

the offspring of those resettled in one community.

Current Status
The Bank retained the services of the Pastoral Social of Alta Verapaz, a well respected Guatemalan NGO, to facilitate

the completion of the resettlement activities. The current status is as follows:

* The Peace Commission, FONAPAZ, and the electric utility INDE have agreed to purchase the farming land

needed for those resettled at Pacux. Although suitable land is not plentiful in the area, a particular farm has been

identified and accepted by the community.

* Titling is proceeding as quickly as legal procedures allow.

* FONAPAZ has also agreed to finance the water system needed at Chicuxtin and provide the building materials for

El Naranjo.
* INDE is in the process of completing the designs needed to build the electric distribution networks, and

* A solution is sought to complete payment of compensation for damages, which is complicated by the fact that the

affected parties do not have the documentation needed to prove that compensation is due to them.

* It is expected that all resettlement activities will be completed by the end of 1997.

Contact Martin Staab
Ext. 458-2564

June 17, 1997
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IFC

Chile: Pangue Hydroelectric Project

Background
The Pangue project is to be a 450 MW run of the river hydroelectric project on the Rio Bio-Bio in

south-central Chile, with an expected date of commissioning in early 1997. The sponsor is a company
97.5 percent owned by the national electricity generating authority (ENDESA). While the environmental

impact is relatively minor for a large hydroelectric project, Pangue is controversial as it is located on a

significant, undeveloped river system where several other projects are under preliminary consideration.

Furthermore, the upper Bio-Bio watershed is home to some of the few, remaining indigenous communities

in Chile.

Project Summarv
Board date of December, 1992; $74.9 m loan, ($370m total project cost); EA Category A

Major Issues:
• The project will inundate 500 ha of land and result in resettlement of 8 non-indigenous families.

* Project critics (primarily the Grupo de Accion por el Bio-Bio - GABB) have alleged inadequate
assessment of "cumulative impacts" of the Pangue project and other potential projects on the Rio

Bio-Bio and of downstream impacts. ENDESA is now proposing to build a second hydroelectric

power plant on the Rio Bio Bio upstream of the Pangue project.
• Charges that the Pehuen Foundation (funded by project revenues to assist indigenous communities)

has not been functioning as planned and that the Pechuenche people were being adversely affected.

* Incomplete evaluation of downstream impacts.
• It has been alleged recently that IFC has failed to adequately monitor the sponsors' environmental

performance and that the sponsor is in default under various environmental covenants.

Current Status
* While IEFC is not involved in the financing any other hydroelectric power project on the Bio Bio River

(including ENDESA's proposed Ralco project upstream), it included in its Investment Agreement

with Pangue S.A. that the EA for any other projects will include an assessment of cumulative

impacts. Discussions are continuing with ENDESA. The Government of Chile (GOC)
environmental agency (CONAMA) approved the Ralco project in early June 1997, with a number of

conditions. The GOC's indigenous people's agency (CONADI) must now approve the proposed
resettlement plan for the Ralco project. The GOC's approval process is expected to result in a

number of legal actions by those opposed to the project.
* In the Summer of 1995, IFC initiated an independent evaluation of the Pehuen Foundation to

monitor its compliance with the provisions in the Investment Agreement. The evaluation identified a

number of problems and necessary remedial actions are now being discussed with Pangue, S.A. and

the Foundation.
* In November 1995, GABB petitioned to have the World Bank's Inspection Panel review the project.

Mr. Wolfensohn, in response, appointed an independent advisor (Mr. Jay Hair) to review the project's

compliance with World Bank policies and the covenants within IFC's Investment Agreement. Final

report is under review by Mr. Wolfensohn.
• Loan pre-paid in March 1997. Negotiations with the company resulted in signing of Memorandum of

Understanding on outstanding issues in late April, 1997.

Contact: Martyn Riddle
Ext. 473-0661

June 17, 1997
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Lunch with the Secretary-General
on Wednesday, June 25, 1997

UNGASS

He is inviting all the speakers of that day. The luncheon will take
place in the UN Delegates' Dining room on the 4th floor of the UN
building. The final list of invited guests will not be available until
Monday.

See attached list of speakers
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EARTH SUMMIT+5
Special Session of the GeneralAssembly to Review andAppraise
the Iniplenentation of Agenda 21

New York, 23-27 June 1997

70 Heads of State to Assess Earth Summit Results at UN Special
Session in June

Negotiations on Text Leaders Will Adopt Show Progress but North-South Split on Finance

New York, 21 May -- Some 70 Heads of State or Government are expected to attend a special session
of the United Nations General Assembly in New York from 23 to 27 June to assess progress on
sustainable development since the 1992 Earth Summit.

The session, called Earth Summit+5, aims to review action taken in the five years since the United
Nations Conference on Environment and Development met in Rio de Janeiro, and to set priorities into
the 21st century. Talks in March and April 1997 to negotiate a platform that world leaders will adopt
have led to some decisions on key issues, but have left until June many unresolved differences,
especially on financing questions, between industrialized and developing countries.

Mostafa Tolba of Egypt, current Chairman of the UN Commission on Sustainable Development, where
the April talks took place, acknowledged at their conclusion that the negotiations had been "very
difficult", but he was confident that an agreement would be reached in June.

In the talks so far, important steps forward have been taken on international cooperation to conserve and
protect freshwater supplies, encourage greater energy efficiency and ensure better management of oceans
and coastal areas. The question of whether to begin negotiations for a legal convention on forests has not
yet been decided.

In these areas, the talks have aimed to build and expand on Agenda 21, the blueprint for sustainable
development adopted at the Earth Summit. But on most finance issues, Governments have not been able
to get beyond the fundamental North-South differences that dominated the debate in Rio.

Deteriorating Environment

Assessing progress since Rio, Governments have noted in the draft agreement that some global trends
appear positive. Growth in world population is slowing, food production is still rising, and the majority
of people are living longer and healthier lives.

But overall, the state of the global environment has continued to deteriorate, with rising levels of toxic
pollution, greenhouse gas emissions and solid waste. Renewable resources, particularly freshwater,
forests, topsoil and marine fish stocks, continue to be used at rates that are clearly unsustainable.

Accelerated globalization of the world economy has benefitted some developing countries, but many,
especially in Africa, continue to be marginalized. The number of people living in poverty has increased,
and gaps between rich and poor have grown, both within and between countries.

Few Specific Targets

Some 60 ministers of environment, forests, agriculture and development and other senior officials
ttended the three-day high-level segment of the April session of the Commission on Sustainable

Development, to give political impetus to the talks. Many ministers noted the urgent need for concrete
proposals for action, together with targets and timetables for reaching them, but when negotiations
began, few specific recommendations were made or agreed.
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Environment and development groups participating in the Commission session saw the lack of concrete
commitments as a serious setback. Speaking for the non-governmental organizations (NGOs) at a
UN-sponsored press conference, Clif Curtis of Greenpeace International said that "we feel we are going
backward, not forward, in addressing sustainable development". Considering the urgency of the
situation, far too little was being done.

Issues unresolved at the April talks will be negotiated in an Ad Hoc Committee of the Whole that will
meet during the June special session, while Heads of State and other high-level representatives speak in
the main General Assembly Plenary.

Some delegations lined up for a whole weekend in mid-April, taking shifts, to obtain prime speaking
spots for their country's leaders. The top ten slots were provisionally assigned to the Heads of State or
Government of Brazil, Canada, Japan, Malaysia, Spain, the United Kingdom, Germany, France, the
United States and the Netherlands.

A draft political statement, intended to be a popular-style preamble to the final document in which
Heads of State would reaffirm the commitments pledged at Rio, was circulated by the Commission
Chairman at the close of the session, based on informal consultations. By the text, which has still to be
formally negotiated, Heads of State would declare that implementation of Agenda 21 is "more urgent
now than ever" and that "we decide to move now from words to deeds". Saying that "we must reverse
the trend of deterioration of the environment", Government leaders would express their intention to
reduce by half, by the year 2015, the proportion of people living in absolute poverty and reaffirm their
commitment to the target of 0.7% of GNP for official development assistance (ODA) or developing
countries.

Financing Contentious

On financing, the "Group of 77", representing 132 developing countries, is urging donor countries to
honour commitments taken in Rio to make available "new and additional" resources -- beyond existing
levels of ODA -- and environmental technologies at concessional prices. Although the Rio agreements
and the draft document for adoption in June continue to affirm the target of 0.7% of GNP for ODA, the
draft text also notes that ODA has "drastically declined" since Rio, from an average 0.34% of GNP in
1992 to 0.27% in 1995. Indicative of deep divisions, northern and southern countries disagree on basic
wording as to whether provisions on finance and technology transfer in Agenda 21 are "commitments"
or "objectives". They have, however, agreed to call for studies on the root causes of this decline and on
policy approaches to reverse it.

Some donor countries have stressed that larger flows of private foreign direct investment (FDI) have
compensated for lower ODA. Developing countries have noted that FDI benefits only a few countries
and does not necessarily encourage sustainable development. The draft agreement for June calls for
studies and policies to attract private foreign capital and ensure that it promotes long-term sustainable
productivity. It also calls for further work on domestic resource mobilization in developing countries.

Governments have agreed to urge donor countries to provide new and additional resources through a
"satisfactory replenishment" of the Global Environment Facility (GEF), the fund established just prior to
Rio that channels grants to projects tackling certain environmental problems. Some NGOs had called for
a commitment to double GEF funding from the current $2 billion covering a three-year period, but this
did not gain support.

Although compromise positions have been reached on these and other long-standing international
economic issues, such as the impact on countries of external debt, the open split between industrialized
and developing countries has dimmed the "Rio spirit" of partnership.

"The situation is very much like the situation right before Rio," commented Ms. Joke Waller-Hunter,
Director of the UN Division for Sustainable Development, which provides substantive support to the
Commission. "All negotiations (are) related to a decision on finance." Mr. Tolba has commented that
what some perceive as a deadlock are merely firm positions taken as negotiating tactics by
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what some perceive as a deadlock are merely firm positions taken as negotiating tactics by
Governments, and he fully expects an agreement to be reached.

Among new initiatives, the European Union has tabled a proposal for a tax on aviation fuel to provide
funds for sustainable development, and the draft document calls for further studies by the UN system on
innovative financing mechanisms. Some countries and NGOs have expressed support for a new
Intergovernmental Panel on Finance to spearhead negotiations, and for a proposal by Norway that Heads
of State hold a special meeting on finance issues at the June session, with the heads of major financial
institutions.

Progress on Sectoral Issues

In an important step, Governments have urged in the draft final document that the highest priority be
given to the serious problems of scarcity and pollution of freshwater supplies facing many regions.
Among other recommendations, the draft calls for talks, at next year's Commission session, on a global
strategy to address the impending crisis. A recent UN assessment study has shown that two-thirds of
humanity will suffer from shortages of clean freshwater within thirty years unless action is taken.

On oceans, the draft document goes a step beyond Agenda 21 to state that there is an urgent need for
Governments to prevent or eliminate overfishing, excess fishing capacity and wasteful fishing practices,
and to consider the impact of government subsidies. This reflects a growing international consensus, in
light of FAO reports that 70% of commercial fisheries are overfished or depleted.

Regarding forests, Governments have left pending until June whether to begin negotiations for a legally
binding instrument on forests, or to establish an Intergovernmental Forum on Forests to continue talks
exploring this option and to monitor action on over 100 recommendations for sustainable forest
management made by an intergovernmental panel in February 1997, after two years of work.

Among countries with large forest reserves, Canada, Malaysia and Russia favour a legal convention,
Brazil wants to consider this question later, while the United States is opposed. Most environment
groups oppose a new treaty because they feel that the several years of negotiation required would delay
action needed immediately and existing agreements such as the Biodiversity Convention offer adequate
protection for forests. Studies show that, worldwide, forests continue to be cut and burned at alarming
rates.

On climate change, in setting the stage for the meeting of the parties to the UN climate change treaty in
Kyoto, Japan, this December, Governments have not agreed on action needed. The European Union has
proposed a 15% reduction in emissions of greenhouse gases below 1990 levels by the year 2010. The
Alliance of Small Island States, concerned by the threat of rising sea levels, has called for commitments
to a 20% reduction in carbon dioxide emissions below 1990 levels by the year 2005. The United States
prefers wording urging Governments to adopt "the strongest possible agreement", including legally
binding targets, at Kyoto, without specifying targets at this time. A menu of options has been forwarded
to the June session for further negotiation.

The draft document also calls for strengthening the Montreal Protocol for protection of the ozone layer
and replenishing the fund to assist developing countries to shift to ozone-friendly technologies.

Concerning energy, many countries have raised the need for more sustainable patterns of production,
distribution and consumption. Among other actions, the European Union has proposed that
Governments and the private sector be encouraged to adopt energy pricing better reflecting economic
and environmental costs and benefits, and to reduce and gradually eliminate subsidies, but the "Group of
77" developing countries, the United States and some others have opposed this. Proposals for intensive
discussions on energy issues at a future Commission session or in an expert group have not been
resolved.

Jn transport policy, proposals as yet unresolved have called for accelerating the phase-out of leaded
gasoline and for promoting guidelines for eco-friendly transport and reduced vehicle emissions,
preferably within the next ten years.
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How to improve eco-efficiency in energy and materials produced and consumed has been a major theme
of the talks. A proposal by the European Union to consider "Factor 10", a goal of ten-fold improvement
in productivity in the long term, with perhaps an intermediate goal of "Factor 4", a four-fold
improvement within the next two or three decades, has been left unresolved until June. Also, the need
for policies that promote sustainable tourism has been raised higher on the international agenda for study
at future sessions.

Next Review in 2002

On institutional issues, Governments have called for an enhanced role and adequate funding for a
revitalized UN Environment Programme. The work programme for the Commission on Sustainable
Development through the year 2002 has been discussed but not completely resolved. It was agreed that
the next review of the implementation of Agenda 21 by the General Assembly would take place in 2002.
Also, the Commission has recommended that a review of the implementation of the action plan adopted
at the 1994 Barbados Conference on small island developing states be held at a two-day special session
of the Assembly in September 1999.

To provide input from the major civil society groups involved in sustainable developrnent, dialogue
sessions were held during the April talks with representatives of business and industry, women, children
and youth, farmers, trade unions, indigenous people, NGOs, scientists and local authorities such as
mayors. Each group's recommendations have been forwarded to the Commission.

Action at All Levels

Although the Government review of trends in sustainable development since 1992 shows mixed results,
it also recognizes the wide-ranging activity generated by the Earth Summit process.

Internationally, legal conventions on climate change, biodiversity and desertification have entered into
force, and a legal agreement on high-seas fishing has been signed. New programmes of action have been
negotiated for small island developing states and for the protection of the marine environment from
land-based activities. Considerable progress has been made toward sustainable management of all types
of forests and towards a legally binding regime on chemical safety.

At the national level, some 150 countries have established commissions or similar bodies to coordinate
sustainable development policies, often including representatives from business, environment groups
and other areas of civil society. Over 1,800 local Agenda 21 plans have been adopted by cities and towns
worldwide.

Many civil society groups have been actively working to promote sustainable development. Over 2,500
businesses have signed onto a Business Charter for Sustainable Development, and major initiatives have
been put forward by farmers, scientists, youth and women's groups.

For further information, contact:

UN Department of Public Information
Tel.: (212) 963-1786
Pragati Pascale, tel. (212) 963-6870
Bill Hass, tel. (212) 963-0353
Fax: (212) 963-1186
E-mail: vasic(c ,un.org

Further information for the media about Earth Summit+5, including the text of the draft final document,
can be found on the Internet at: http://www.un.org/dpcsd/dsd under Earth Summit+5.
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8 EARTH SUMMIT+5
Special Session of the GeneralAssembly to Review and.Appraise
the Implenentation of Agenda 21

New York, 23-27 June 1997

Financing the future

Questions as to where the resources will come from to carry out goals set at the 1992 Earth Summit are
at the heart of negotiations leading up to the Summit review by the United Nations General Assembly in
June 1997. The shorthand term for these goals is "sustainable development", which according to one
frequently used definition entails economic objectives (equity, efficiency and sustained growth), social
objectives (empowerment, participation, social mobility, social cohesion, security of cultural identity
and institutional development) and ecological goals (ecosystem integrity, carrying capacity, biodiversity
and protection of the global commons).

In Rio de Janeiro in 1992, the Earth Summit secretariat estimated that over $600 billion a year, through
the year 2000, would be needed in the developing countries to carry out activities listed in Agenda 21,
the Rio action plan. Included in this figure, it was noted in the Agenda 21 text, is "about $125 billion in
grant or concessional terms from the international community". As most donor governments set a target
of increasing their development aid to 0.7 per cent of their gross domestic product (GDP) as soon as
possible, and as 0.7 per cent of the combined GDP of donor countries was roughly equal to $125 billion,
the Agenda 21 statement of how much money was needed for sustainable development became widely
understood as a commitment to provide that amount of financial resources.

Many developing countries considered increased official development assistance (ODA) a crucial part of
the Rio agreements, under which they placed environmentally beneficial restrictions on the exploitation
of natural resources--restrictions which did not exist when the developed countries were industrializing.

Given that ODA had been rising steadily during the post-World War II period, and further that in 1992
the demise of the cold war seemed to promise the world a huge peace dividend, the $125 billion target
set at the Earth Summit did not seem at the time to be unrealistic. But the end of the cold war was more
effective in eliminating great-power rivalry as a motivation for aid than it was in bringing about
widespread disarmament.

As it turned out, ODA fell from 0.33 per cent of GDP in 1992 to 0.27 per cent in 1995, to the frustration
of developing countries. These countries continue to call for confirmation that donor countries will strive
to commit 0.7 per cent of their GDP to development assistance.

The ensuing debate has concentrated on the question of North-South financial flows, but attention is also
being directed to the much larger amount of resources that need to be mobilized domestically, in both
the developing and the developed countries, to achieve sustainable development (see box).

North-South flows

In contrast to stagnating ODA, foreign investment in developing countries has nearly tripled since the
Earth Summit, with net private flows--foreign direct investment (FDI) and portfolio investment--to these
countries reaching approximately $230 billion in 1996. As a consequence, it is argued that private flows
will have to play a decisive role in financing sustainable development. Certainly, many countries that
have been primary beneficiaries of global investment, especially in East Asia, have seen significant
reductions in poverty and a rising standard of living. And a number of studies indicate that enterprises
run by transnational corporations pay higher wages and usually produce less harmful impacts on natural
environments than do their domestic counterparts in developing countries.

Even those who are not private sector purists have argued that regulating and channeling private
investment for the public good, including FDI, is a pragmatic means of promoting sustainable
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investment for the public good, including FDI, is a pragmatic means of promoting sustainable
development. To ensure that private investment supports rather than undermines environmental
sustainability, it is necessary to implement environmental policies and regulations in the host countries,
according to a just-released UN study, Finance for Sustainable Development: the Road Ahead.

But the likelihood that transnational corporations will spearhead a drive to sustainable development has
been questioned in several quarters, notably among environmental action groups and the developing
countries.

One important consideration is that three-quarters of cross-border investment flows to the developing
world go to only 12 countries, and over the past three years, Sub-Saharan Africa has benefited from only
1 per cent of such flows, according to a 1997 World Bank report, "Advancing Sustainable
Development".

In preparing for the June General Assembly review, the United Nations Commission on Sustainable
Development has emphasized that debt relief should be part of the overall financial package for
achieving sustainable development. The recent World Bank--International Monetary Fund initiative to
reduce the burden of highly indebted poor countries is not a panacea, but it does inaugurate a positive
new paradigm for international action on attacking poverty, building national self-sufficiency and
promoting sustainable development.

In addition to the question of the quantity of ODA is the issue of its quality. A "20/20 initiative" was
presented to the 1995 Social Summit in Copenhagen, urging that at least 20 per cent of ODA, as well as
of national budgets, should be devoted to meeting basic human needs. In addition, environmental and
social action groups have called for the "untying" of foreign aid, i.e., eliminating the use of aid to
advance the commercial or geopolitical interests of donor countries, so it can be devoted to its primary
objectives of advancing sustainable development and eradicating poverty.

Subsidies

Government subsidies, especially on economic inputs such as energy, water, pesticides and fertilizer,
tend to be inefficient as a means of either supporting living standards or promoting businesses, according
to the United Nations Department for Policy Coordination and Sustainable Development, the secretariat
for the Commission on Sustainable Development. Subsidies, except in cases of market failure, generally
distort economic incentives by channelling investments to less-efficient enterprises. Since they are in
essence a form of regressive taxation, they work against the poor. And by making natural resources
artificially cheap and disguising the actual costs of use and replacement, they lead to depletion of water,
forests and fisheries and the overuse of fossil fuels and fertilizers.

Removal of subsidies can be politically difficult, as benefits are concentrated on well-defined interest
groups while costs are widely diffused among consumers and non-subsidized producers. Nevertheless,
budgetary pressures, economic crises and efficiency considerations have led to considerable subsidy
reductions. A 1996 World Bank study estimates that environmentally damaging subsidies have been
reduced by half during the 1990s, although they still total more than $400 billion a year. The UN study
on Finance for Sustainable Development finds that China and Russia have achieved significant
reductions in energy subsidies, and several Asian and Latin American nations have cut agricultural
subsidies and raised charges for use of natural resources. New Zealand, the Netherlands and the United
States are among the developed countries that have taken steps to reduce agricultural subsidies, via
domestic policy decisions as well as multilateral negotiations.

Economic instruments

Charges on pollution, tradeable emission permits (which allow firms to sell governmentally assigned
"pollution rights" to other firms for whom pollution reduction would have been more costly) and
deposit-refund schemes will advance environmental goals more effectively and at a lower cost than
traditional command-and-control regulations, economists argue. Empirical studies have concluded that
widespread application of such economic mechanisms would enable developing as well as developed
countries to reduce the cost of achieving pollution-control objectives by as much as 60 to 90 per cent.

of 4 6/16/97 9:48 PM



http://www.un.org/ecoso...nfb/sustdev/tinance.htm http://www.un.org/ecosocdev/geninfo/sustdev/finance.htm

There is already a considerable body of experience that bears out the effectiveness of these measures, if
accompanied by strong institutions in the environmental sector and complementary use of a regulatory
approach.

User charges and environmental taxes produce a double benefit (as does the removal of environmentally
damaging subsidies): they generate fiscal resources while pushing consumer and producer behaviour in a
more sustainable direction. They achieve the latter objective by causing prices of goods to reflect more
of the social and environmental costs of production and consumption. This raises economic efficiency in
the broad, social welfare sense, and makes market forces into an ally of the environment.

Global environmental funding agencies

The major funding source for protecting the global ecology inspired by the Earth Summit is the Global
Environment Facility (GEF). It has been allocated approximately $2.8 billion over six years for projects
that address the global issues of climate change, biodiversity and protection of international waters.
Another fund, capitalized at over $225 million, is dedicated to implementing the Montreal Protocol on
Ozone Depletion.

The issue of international commitment to these funds is coming to the fore in the latter half of 1997,
when the GEF is due to be replenished for three more years.

International taxes

A recent proposal for a levy on fuel used for international air travel supplements a 1978 proposal by
United States economist James Tobin to tax international financial transactions. The hope is that
substantial sums could be devoted to the internationally endorsed goal of sustainable development, at the
cost of only a few cents on each cross-border financial transaction or only a few dollars added to each
passenger's overseas airline trip.

Critics of the international taxes point to practical difficulties in implementing such levies. The main
obstacle, however, is likely to be general political opposition to the idea of new taxes, along with
reluctance of national governments to cede taxing rights to a supra-national authority.
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1.2 trillion available through domestic policy reforms

A large part of the extra financial resources needed to take on endemic poverty and environmental degradation can be
mobilized through national policy decisions, according to a United Nations report, with contributions from the World
Bank, the International Monetary Fund, the Organization for Economic Cooperation and Development, other
international agencies and leading universities. The publication, Finance for Sustainable Development: the Road Ahead
(UN sales publication number E.97.II.A.5), will be released 23 June, at the UN General Assembly review of follow-up to
the 1992 Earth Summit.

A chapter by three IMF experts makes an "heroic 'order of magnitude' estimate" and finds that the world's governments
have the capacity to generate additional financial resources of $1.2 trillion each year (out of total world GDP of $30
trillion) through domestic reforms.

A breakdown of where the money would come from:

Additional revenues

$300 billion--expanding tax bases and perfecting tax collection
$150 billion--levy of charges and fees for exploitation of natural resources, including water, fisheries, forests and
minerals
$100 billion--taxes on gasoline
$55 billion--taxes on the carbon content of fossil fuels, including coal, fuel oil and gas

Savings on public expenditures

$435 billion--elimination or better-targeting of unproductive and environmentally harmful governmental subsidies
$90 billion--cuts in unproductive government expenditures
$70 billion--cuts in military spending $1,200 billion total

Four fifths of this amount would be mobilized in the industrialized countries, and one fifth or more in the developing
countries. These estimates, the authors note, do not take into account the substantial additional financial resources which
could be generated through macro-economic and structural reforms.

For further information contact:
Division for Sustainable Development
Department for Policy Coordination and
Sustainable Development
United Nations
New York, NY 10017
Tel.: (212) 963-4677
Fax: (212) 963-4260
Email: dpcsd@un.org
Web Address: http:\\www.un.org\dpcsd
or

Development and Human Rights Section
Department of Public Information
United Nations
New York, NY 10017
Tel.: (212) 963-3771
Fax: (212) 963-1186
Email: vasicaun.org

Published by the United Nations Department of Public Information - DPI/1874/SD - June 1997
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EARTH SUMMIT+5
Special Session of the GeneralAssembly to Review andAppraise
the Inplenentation of Agenda 21

New York, 23-27 June 1997

TENTATIVE SCHEDULE OF ACTIVITIES FOR SPECIAL SESSION OF
GENERAL ASSEMBLY ON REVIEW OF IMPLEMENTATION OF AGENDA 21

Following is a tentative schedule of activities to be held during the special session of the General
Assembly to review and appraise the implementation of Agenda 21, which will be convened at United
Nations Headquarters in New York from 23 to 27 June.

Schedule of journalists briefings 16-23 June

MONDAY, 23 JUNE

9:00-10:00 The President of the General Assembly and the Secretary- General greet heads of delegations
(North Delegates Lounge)

10:00-1:00 Opening of the special session (statements by the President of the Assembly and the
Secretary-General; organizational matters; debate begins)

Time to be Daily briefing for journalists announced

1:15-2:45 Lunch hosted by the Secretary-General in honour of heads of State/government

1:15-2:45 Side-Event: World Wildlife Fund (WWF) presentation on the implementation of Agenda 21 --
presentation of the case study manual that highlights successful sustainable development projects, based
on WWF research

3:00-6:00 Plenary meeting (debate continues)

First meeting of the Committee of the Whole (organizational matters; statements)

6:15-8:00 Side-Event: Panel "Agenda 21 for the Amazon Region" organized by Brazil

NOTE:From 23 to 25 June, the United Nations Educational, Scientific and Cultural Organization
(UNESCO) and the United States National Oceanic Atmospheric Administration will open the research
ship "RUDE" to the special session participants.

TUESDAY, 24 JUNE

9:00-10:00 The President of the General Assembly and the Secretary- General greet heads of delegations
(West Foyer)

9:00 Opening of an Exhibition on Sustainable Technologies organized by the United Nations
Development Programme (UNDP), the Department for Policy Coordination and Sustainable
Development, the United Nations Environment Programme (UNEP), the World Bank and Canada
(Public Lobby)

10:00-1:00 Plenary meeting (debate continues)

Committee of the Whole (statements; negotiations on the final documents)
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Time to be Daily briefing for journalists announced

1:15-2:45 Side Event: Business Roundtable co-led by the President of the General Assembly and the
World Business Council for Sustainable Development (lunch by invitation)

1:15-2:45 Side Event: Panel on Health, Environment and Sustainable Development (World Health
Organization (WHO) -- presentation of the report "Health & Environment in Sustainable Development:
Five Years after the Earth Summit", followed by a discussion

Side Event: Briefing by UNESCO "Learning - the Treasure Within" -- presentation by Director-General,
Federico Mayor, of the report of the International Commission on Education for the Twenty-first
Century (Delors Commission)

2:00-5:00 Side Event: (Dag Hammarskjold Auditorium) Panel on Consumption Patterns in Human
Settlements, organized by the United Nations High Commissioner for Refugees (UNHCR) and the
Department for Policy Coordination and Sustainable Development

3:00-6:00 Plenary meeting (debate continues)

Committee of the Whole (negotiations continue)

6:15-8:00 Side-Event: Panel on Population, Women and Environment (United Nations Population Fund
(UNFPA)), chaired by Dr. Nafis Sadik, Executive Director of UNFPA, comprised of a number of
distinguished women from the North and the South

Side-Event: Youth Agenda 21 Award Ceremony. Organized by Rescue Mission International, with
support of the Governments of Finland and Canada.

WEDNESDAY, 25 JUNE

9:00-10:00 The President of the General Assembly and the Secretary- General greet the heads of
delegations (West Foyer)

9:30-9:50 Side-Event: Presentation by Rotary International to the United Nations of the "Protect the
Planet Earth Trophy"

10:00-1:00 Plenary meeting (debate continues)

Committee of the Whole (negotiations continue)

Time to be Daily briefing for journalists announced

1:15-2:45 Lunch hosted by the Secretary-General in honour of heads of State/government

1:15-2:45 Side-Event: Presentation by the Massachusetts Institute of Technology on Global Partnerships
on Technological Innovations for Sustainability

Side-Event: Launching of the joint World Conservation Union (IUCN)/World Business Council for
Sustainable Development Guidelines on Biodiversity, a first joint attempt by scientists and business
people to develop cooperative and constructive approaches to protection of biological diversity

Side-Event: High-Level Panel on Capacity-Building (UNDP) (lunch by invitation)

3:00-6:00 Plenary meeting (debate continues)

Committee of the Whole (negotiations continue)

6:15-8:00 Side-Event: Roundtable on the Role of Indigenous Peoples in the Implementation of Agenda
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21. Organized by WWF and the International Alliance of Indigenous and Tribal Peoples of the Tropical
Forests.

Side-Event: Presentation of the book Mountains of the World: a Global Priority (Switzerland, Food and
Agriculture Organization (FAO), International Development Resource Center (IDRC), and UNESCO,
followed by a discussion

THURSDAY, 26 JUNE

9:00-10:00 The President of the General Assembly and the Secretary- General greet heads of delegations
(West Foyer)

10:00-1:00 Plenary meeting (debate continues)

Committee of the Whole (negotiations continue)

10:00-6:00 Side-Event: (Dag Hammarskjold Library) "Japan Room": video presentations, exhibits of
posters

Time to be Daily briefing for journalists announced

1:15-2:45 Side-Event: National Councils for Sustainable Development (Earth Council)

3:00-6:00 Plenary meeting (debate continues)

Committee of the Whole (expected to finish negotiations; may go into late-night session)

6.15-8.00 Side-Event: Third World Network (details to be provided at a later date)

FRIDAY, 27 JUNE

10:00-1:00 Plenary meeting (debate continues)

Time to be Daily briefing for journalists announced

1:15-2:45 Side-Event: Third World Network (details to be provided at a later date)

3:00-6:00 Plenary meeting (conclusion of the debate, adoption of the final documents, closing of the
special session)

For further information, contact: Development and Human Rights Section, Department of Public
Information, Tel.: (212) 963-1786 or 963-3771, Fax: (212) 963-1186, e-mail: vasic@un.org.

BACK TO GENERAL INFORMATION

This document has been prepared for posting on-line by the Department of Public Information (DPI).
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* EARTH SUMMIT+5
Special Session of the GeneralAssembly to Review andAppraise
the Inplenentation of Agenda 21

New York, 23-27 June 1997

FIVE YEARS AFTER RIO: WHERE DO WE STAND?

The Big Picture

Positive: Growth in world population is slowing, food production is rising, the majority of people are
living longer and healthier lives, and environmental quality in some regions is improving.

Negative: The growing scarcity of fresh water, loss of productive agricultural land and downward spiral
of poverty for many threaten to undermine these gains and cause collapse of local economies.

Overall: Global catastrophe is not imminent, but business-as-usual is not likely to result in sustainable
development -- that is, a desirable balance of economic growth, equitable human development and
healthy, productive ecosystems. (Source: Critical Trends, UN, 1997)

Poverty

Situation: Gaps between rich and poor continue to grow, both within and between countries, attributed
by some to the effects of globalization. The poorest countries have become even more marginalized.
Over 1.1 billion people -- 20 per cent of the world's population -- live in absolute poverty, on the
' quivalent of less than one dollar a day.

Action Taken: At the 1995 Social Summit in Copenhagen, world leaders pledged to eradicate poverty by
a target date to be set by each country and to increase spending on basic social services.

Proposals: The draft political declaration for Earth Summit+5 calls on Governments to reduce by half,
by the year 2015, the proportion of people living in absolute poverty. In the draft final document,
Governments are also urged to implement the Social Summit action plan.

Consumption/Production

Situation: Twenty per cent of the world's people continue to consume eighty per cent of its resources.
Some large developing countries are moving rapidly toward higher-consumption lifestyles.

Action Taken: In industrialized countries, Governments and industry are making steady progress on
recycling, using more efficient technologies and reducing waste; there is growing consumer awareness.

Proposals: To increase eco-efficiency, the European Union has proposed "Factor 10", a goal of ten-fold
improvement in productivity in the long term, with perhaps an intermediate goal of "Factor 4", a
four-fold improvement over the next two or three decades. Governments have agreed on the need to
reflect environmental costs in the price of goods and services.

Population

Situation: Fertility rates are declining more rapidly than expected in most regions. Latest projections
show many developing countries will stabilize population within the next generation or two. Some
ountries still face high population growth rates that strain natural resources.

Action Taken: The 1994 Cairo Conference adopted a strong action plan with concrete targets, including
that family planning be available to all by 2015. Many Governments have strengthened national policies,
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although international funding committed in Cairo has not materialized.

Proposals: Governments are expected to reaffirm support for the Cairo goals.

Forests

Situation: In spite of a recent downward trend, forest loss continues at an unacceptable rate. A total of
13.7 million hectares of forest -- roughly the size of Nepal -- are cut or burned each year.

Action Taken: Based on the Forest Principles adopted in Rio, an Intergovernmental Panel on Forests
agreed to over 100 action proposals for sustainable forest management when it concluded two years of
talks in March 1997.

Proposals: Governments have shown strong support for immediate implementation of the already
agreed recommendations, but remain divided over whether to begin negotiations for a legal convention
on forests.

Fresh Water

Situation: One third of the world's population lives in countries facing moderate to severe water stress;
by 2025 that figure may reach two thirds unless action is taken. One fifth of humanity lacks access to
safe water and half lack adequate sanitation.

Action Taken: Progress in implementing the Rio recommendations has been limited.

Proposals: Expressing strong concern about a possible impending water crisis, Governments have called
for discussions to consider a global strategy at the 1998 session of the UN Commission on Sustainable
Development.

Oceans

Situation: Marine pollution -- about 80 per cent of which is caused by land-based activities -- threatens
the health and livelihoods of the two thirds of humanity living in coastal areas. Some 60 per cent of
global fish stocks are overfished or fully fished, requiring urgent action to avoid depletion.

Action Taken: An international agreement to combat land-based sources of marine pollution was
adopted in 1995, and negotiations have begun for a treaty to control persistent organic pollutants such as
PCBs (polychlorinated biphenyls) and dioxin. The UN legal agreement on fish stocks was adopted in
1994 but has not yet entered into force. Initiatives on coastal zone management and coral reef protection
have spurred greater awareness and some action.

Proposals: Governments have agreed on the general need to eliminate overfishing, consider the impact
of subsidies to fishing fleets, and strengthen implementation of existing agreements on marine pollution
and sustainable use of oceans.

Climate

Situation: Global emissions of carbon dioxide and other greenhouse gases continue to rise. A 1995
report by a UN panel of scientists stated that the balance of evidence suggests a "discernible human
influence on the global climate".

Action Taken: The UN Convention on Climate Change, signed in Rio, has been ratified by 166
countries, but few developed countries will meet the aim of reducing emissions of greenhouse gases to
1990 levels by 2000. The parties to the Convention have begun negotiations to strengthen the
:ommitments, and are scheduled to adopt legally binding targets for developed countries in Kyoto,
Japan, this December.
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Proposals: To send a signal to the Kyoto meeting, the European Union has proposed that in the Earth
Summit+5 document, Governments agree to a 15 per cent reduction in emissions below 1990 levels by
2010. The Alliance of Small Island States has called for a 20 per cent reduction below 1990 levels by
2005. Several countries prefer that specific targets be negotiated at the December meeting.

Energy

Situation: Fossil fuel use in industrialized countries is slowly stabilizing, but many polluting emissions
are on the increase. Rapid growth in fossil fuel use in many developing countries is leading to severe
pollution. Global energy consumption is projected to more than double by 2050. Over 2 billion people,
mostly in rural areas in developing countries, do not have access to commercial energy services.

Action Taken: No major international initiatives were taken at Rio. Some progress has been made in
renewable energy technologies, energy conservation and efficiency, but few countries are pursuing
alternative energy sources.

Proposals: Governments agree on the need for talks, under the UN, leading toward a strategy or
recommendations on sustainable energy; details are under discussion. Developing countries seek
commitments for transfer of clean energy technologies and concessional financing. Proposals to
eliminate subsidies for fossil and nuclear energy have proven contentious.

Land

Situation: World food production continues to rise, but over 800 million people still suffer from hunger
and malnutrition. Use of pesticides and poor farming methods have taken a heavy toll: 300 million
hectares of farmland worldwide are now severely degraded and farming abandoned. Another 1.2 billion
hectares show moderate fertility loss. Desertification (degradation of drylands) affects one quarter of the
Earth's land area -- 3.6 billion hectares.

Action Taken: The Convention to Combat Desertification -- which was negotiated after the Earth
Summit and entered into force in December 1996 -- has spurred new approaches and aid partnerships.
The 1996 World Food Summit called for at least halving the number of hungry people by 2015.

Proposals: Governments have agreed to combat soil degradation, promote sustainable agriculture, put
the Food Summit recommendations into action, and ratify and implement the Desertification
Convention. Proposals concerning the global mechanism set up to fund the Convention are unresolved.

Toxics

Situation: Toxic chemicals and radioactive wastes continue to pose significant threats to human health
and ecosystems. An estimated 3 million tons of toxic and hazardous waste crosses national borders each
year.

Action Taken: The Basel Convention was strengthened in 1995 to ban the export of hazardous wastes
from developed to developing countries, but this ban has not yet become legally binding. Timetables
have been set for negotiations on legal agreements obligating those countries shipping toxic wastes to
obtain "prior informed consent" and regulating persistent organic pollutants. Two new international
bodies on chemical safety have been established, and a growing number of domestic regulations have
been complemented by voluntary industry initiatives.

Proposals: Governments have agreed that safe substitutes for toxics should be developed and those
technologies transferred to poorer countries. The Basel Convention should be further strengthened to
define hazardous wastes covered, and a protocol should be negotiated on liability for damage from
%azardous wastes shipped across national borders. Governments have agreed on the need to support the

lean-up of contaminated sites from nuclear activities. Still not agreed: that radioactive waste should be
stored or disposed of in the country in which it is generated, and as close to its source as possible, and
that Governments should clean up contaminated sites left from military activities using nuclear
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materials. Also contentious: that Governments should accelerate the phasing out of leaded gasoline as
soon as possible.

Biodiversity

Situation: The current rate of species extinction and habitat loss is unprecedented. At a moderate
estimate, 50,000 plant and animal species are likely to be lost each year over the next decades.

Action Taken: The Convention on Biological Diversity, ratified by 161 countries since Rio, obligates
Governments to protect plant and animal species through habitat preservation and other means, but
national action is insufficient to counter devastation from unregulated development and pollution. Treaty
parties will focus on national implementation for the first time at their 1998 meeting.

Proposals: Governments have agreed to continue efforts to implement the biodiversity treaty, and to
complete a protocol on biosafety.

Financing

Situation: Despite developed country pledges at the Earth Summit to increase aid for sustainable
development, official development assistance declined from an average 0.34 per cent of donor country
gross national product (GNP) in 1992 to 0.27 per cent in 1995. The UN target affirmed at Rio is 0.7 per
cent of GNP.

Action Taken: The Global Environment Facility (GEF) has channeled $2 billion into projects since 1994.
The World Bank and Paris Club have made limited progress on debt relief. Foreign investment by the
private sector has risen sharply in some developing countries, but does not always promote sustainable
development.

Proposals: Developing countries seek a recommitment to the Rio pledges. Donor countries are urged to
provide new and additional resources through a "satisfactory" replenishment of the GEF. The European
Union has proposed an international tax on aviation fuel to fund sustainable development. An
Intergovernmental Panel on Finance has been proposed.

Technology Transfer

Situation: Developing countries urgently need greater access to environment-friendly technologies in
order to develop sustainably. Most green technologies are held by the private sector and access is
market-driven.

Action Taken: Some progress has been made through the UN on improving information about new
technologies and encouraging financing partnerships in developing countries, but many countries
continue to be marginalized from private sector investment and the technologies it can bring.

Proposals: Governments agree on the need to create an environment conducive to private-sector
technology investment, including a legal and policy framework, and to continue promoting
public-private partnerships.

International Institutions

Situation: Better coordination and collaboration is needed among the ever-growing number of
policy-setting bodies in the area of sustainable development. The on-going financial crisis affecting
many UN agencies and programmes has left many hard-pressed to carry out both their original mandates
and those stemming from Rio.

Iction Taken: The Earth Summit catalysed many new institutional arrangements. The UN Commission
on Sustainable Development (CSD), set up after Rio, has become a central forum to review and urge
implemention of Agenda 21 and other agreements. The UN Inter-Agency Committee on Sustainable
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Development now coordinates how agencies and programmes divide up responsibility on areas of
expertise.

Proposals: Governments have agreed that the CSD should continue its central role; details of its work
programme for the next five years are still being worked out. They have also agreed that the role of the
UN Environment Programme (UNEP) should be enhanced, and that a revitalized UNEP should be
supported by adequate funding. The next major General Assembly review of Earth Summit follow-up
after this year would be in 2002.

Participation

Situation: The Earth Summit identified nine "major groups" whose active involvement was needed to
achieve sustainable development: women; children and youth; indigenous people; non-governmental
organizations; local officials such as mayors; workers and trade unions; business and industry; scientists;
and farmers.

Action Taken: Some 150 countries have established national councils on sustainable development or
similar bodies, many of which bring together Government officials, business executives, environment
activists and other major group leaders to recommend national policies. Over 1,800 cities and towns
have drawn up a local Agenda 21 based on the Rio document. All the major groups have been actively
networking and promoting public awareness of and policies for sustainable development. Through a
series of dialogue sessions at the CSD, they have provided input to the Earth Summit+5 talks.

Proposals: Governments have agreed that input by major groups into work on sustainable development
should continue to be strengthened.

For more information, contact:
UN Department of Public Information
Development and Human Rights Section
Tel.: (212) 963-1786
Julie Thompson, tel. (212) 963-4295
Pragati Pascale, tel. (212) 963-6870
Bill Hass, tel. (212) 963-0353
Fax: (212) 963-1186
E-mail: vasicaun.org

BACK TO GENERAL INFORMATION

Published by the United Nations Department of Public Information - DPI/SD/1910 - June 1997
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SEARTH SUMMIT+5
Special Session of the GeneralAsenbly to Review and Apraise
the hplermentation of Agenda 21

New York, 23-27 June 1997

Action to promote sustainable development worldwide will be the focus of a special session of the
United Nations General Assembly when it meets in New York from 23 to 27 June 1997.

Earth Summit+5, as the special General Assembly session is. called, is expected to draw the attendance
of heads of State and Government. It will review and appraise implementation of Agenda 21, and other
commitments adopted by the UN Conference on Environment and Development, popularly known as the
Earth Summit, held in Rio de Janeiro, Brazil, in 1992. Agenda 21 contains strategies for preventing
environmental degradation and for establishing a basis for a sustainable way of life on the planet into the
twenty-first century.

"The special session should take a hard, honest and critical look at what has been done and what has not
been done since Rio", says Mr. Razali Ismail, President of the General Assembly. "We need to recall and
re-emphasize the compact that brought about the Earth Summit."

Aims of Earth Summit+5

The Earth Summit review will:

Assess global progress made in sustainable development since Rio

o Show that sustainable development works by highlighting stories of successful efforts being made by
people around the world

o Identify reasons why goals set in Rio have not always been met and suggest corrective action

o Highlight special issues -- such as finance and technology transfer, patterns of production and
consumption, use of energy and transportation, scarcity of freshwater -- and identify priorities for future
action

o Call on Governments, international organizations and major groups to renew their commitment to
sustainable development.

What has happened since Rio

In 1992, the representatives of the 172 Governments attending the Earth Summit agreed that urgent
action was needed to promote economic and social development while preserving and protecting the
environment.

Three key documents were adopted at the Summit:

o Agenda 21, a comprehensive plan for global action in all areas of sustainable development

i The Rio Declaration on Environment and Development, a series of principles defining the rights and
responsibilities of States
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o The Forest Principles, guidelines for the sustainable management of forests worldwide.

The United Nations established the UN Commission on Sustainable Development (CSD), which
monitors and guides implementation of Agenda 21 and other Rio commitments.

As a result of the Summit, the United Nations:

o Convened a Global Conference on the Sustainable Development of Small Island Developing States
(May 1994)

o Negotiated the UN Convention on Desertification (which enters into force on 26 December 1996)

o Negotiated the UN Agreement on Straddling and Highly Migratory Fish Stocks (opened for signing on
4 December 1995).

In 1995, the UN Intergovernmental Panel on Forests was set up by the Commission to promote the
sustainable management of forests worldwide.

Two international legal agreements -- the UN Convention on Biodiversity and the UN Convention on
Climate Change -- were opened for signing in Rio and have since entered into force.

Preparations for Earth Summit+5

The UN Commission on Sustainable Development is at the centre of preparations for Earth Summit+5
and related events.

Two official preparatory meetings will be held in New York in 1997:

o The Ad Hoc Intersessional Working Group of the Commission on Sustainable Development, from 24
February to 7 March

o The Fifth Session of the Commission on Sustainable Development, from 7 to 25 April.

At these meetings, Governments will negotiate documents to be adopted by the special General
Assembly session.

A number of events are being organized by Governments, UN agencies and major groups around the
world to assess progress in preparation for the special General Assembly session.

Non-governmental participation

The 1992 Earth Summit in Rio de Janeiro was enriched by the participation of non-governmental
organizations (NGOs) and major groups in numbers never before seen at United Nations events. Their
involvement reflected the importance attached to the role of civil society in sustainable development, a
role that continues to be emphasized by the Commission on Sustainable Development.

Agenda 21 identifies nine "major groups" as partners with Governments in the global implementation of
the Rio agreements. They are:

o women
> farmers
o young people
o trade unions
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o business and industry
o local authorities
o scientists
o indigenous peoples
o NGOs working in environment and development

During the official 1997 preparatory meetings being held in New York, a number of parallel events will
be or-ganized by these major groups. The April meeting of the Commission will include a week-long
series of dialogue sessions with major groups. Special panel discussions, exhibitions and other activities
are planned during the special General Assembly session in June.

Earth Summit +5 information to look for

o Success stories -- examples of people around the world taking steps to implement Agenda 21 and make
their communities more sustainable

o Trends report -- an analysis by the UN highlighting major trends in sustainable development over the
past 25 years and their implications for the future

o Comprehensive report -- an assessment of achievements and failures since the Rio Conference,
identifying emerging priorities for the next century

o Country profiles -- descriptions of what individual countries have done to translate the Earth Summit
agreements into action.

Background

The roots of Earth Summit+5 reach back to the UN Conference on the Human Environment in 1972,
which put environment on the international agenda for the first time. By 1983, the relationship between
economic development and its impact on the environment had become the subject of inquiry by the UN
World Commission on Environment and Development, known as the Brundtland Commission.

In its 1987 report, Our Common Future, the Commission defined sustainable development as "that
which meets the needs of the present without compromising the ability of future generations to meet
their needs", and called for strategies for integrating environment and development. As a result, the UN
General Assembly decided in 1989 to hold a conference that would produce these strategies, and the UN
Conference on Environment and Development, or Earth Summit, was held in Rio de Janeiro from 3 to
14 June 1992.

For further information, please contact:

CSD Secretariat
Division for Sustainable Development
Department for Policy Coordination and Sustainable Development
United Nations
2 UN Plaza, 22nd floor
New York, NY 10017, USA
Tel.: (212) 963-3170
wax: (212) 963-4260 or 963-1267
E-mail: dsd(aun.org or or
waller-hunter(aun.org
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Development and Human Rights Section
Department of Public Information
Room S-1040
United Nations
New York, NY 10017, USA
Tel.: (212) 963-4295 or 963-1786
Fax: (212) 963-1186
E-mail: vasic~un.org

UN Media Accreditation
Department of Public Information
Room S-250
United Nations
New York, NY 10017, USA
Tel.: (212) 963-6934
Fax: (212) 963-4642

Information relating to Earth Summit+5 is also available on the World Wide Web:
http://www.un.org/dpcsd/earthsummit

-BACKT.-
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Earth Summit + 5 Exhibit
Sustainable Development in Action

This multimedia exhibit, organized by Environment Canada with help from UNDP, is located in the

visitors' lobby and consists of five themes:

0 Energy for the Future

0 The Greening of Industry
0 Innovation for Sustainable Development
0 Global Issues
0 People and Sustainable Development

Each thematic section of this exhibit is designed by a group of organizations with interest in the subject.

The World Bank is participating in the Global Issues exhibit in the section entitled Our Common Planet.

Our Common Planet

This section of the exhibit is put together by a partnership of the GEF, World Bank, UNDP, UNEP,

Montreal Protocol and UNIDO. It consists of four 10' x 10' booths devoted to:

0 Biodiversity
0 Climate Change
0 Ozone Protection
0 International Waters

Each booth covers the challenges and projects which represent the strategic approaches being applied in

response to the those challenges. The breakdown is:

BIODIVERSITY
CHALLENGES
O conserving biological diversity

O sustainably using its components

O sharing the benefits arisingfrom the use of genetic resources

RESPONSES
Ecosystem Management
The Seychelles Biodiversity Conservation & Marine Pollution Abatement Project

Integrated Coastal Zone Management
Argentina Patagonian Coastal Zone Management Plan

Sustainable Use and Conservation:
Ethiopia Dynamic Farmer-Based Approach to the Conservation of African Plant Genetic Resources

Bhutan Trust Fund for Environmental Conservation



CLIMATE CHANGE
CHALLENGES

O stabilizing greenhouse gas concentrations to a level that would prevent dangerous human interference

with the climate system

0 promoting the development and transfer of technologies that control, reduce or prevent greenhouse

gas emissions

RESPONSES
Alternative Energy Development
Zimbabwe Wind and Solar Energy Development

India Alternate Energy
Energy Efficiency
Mexico High Efficiency Lighting Pilot Project

INTERNATIONAL WATERS
CHALLENGE
O ensuring that the coastal, marine and aquatic environment is managed and sustainably used

RESPONSES
Regional Cooperation
Black Sea Environmental Management and Protection

Sustainable Use and Conservation
Lake Tanganyka
Integrated Coastal Zone Management

Belize Sustainable Development & Management of Biologically Diverse Coastal Resources

OZONE LAYER PROTECTION
CHALLENGE
0 controlling and eliminating the emission of substances that deplete the ozone layer

RESPONSES
spectrum of projects funded through the Multilateral Fund of the Montreal Protocol
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'. The Bank sees economic growth as an important element in the protection of the

alnerable groups. However, in most countries undergoing reform, there is a need for more direct

intervention to protect the poorest. The Bank is working with all countries to develop poverty

programs that integrate a range of benefits (social insurance and social assistance) with more pro-

active programs designed to assist the poor to become self sufficient in the longer term. The

major problem in these countries is posed by fiscal constraints, and the Bank has lending

programs in most countries in transition to build capacity to identify and better target the poorest.

Q. Does the Bank have a policy on child labor?

A. Although the Bank does not have a formal policy as such, there is a strong consensus

about how the problem of harmful child labor should be tackled. This is most clearly expressed

in the 1995 World Development Report which argues that a multi-faceted attack on the problem is

needed. The main ingredients of this approach are: safety nets to protect the poor, improved

access to quality education, and a gradual improvement of the enforcement of legislation. It is

also important that these efforts be coordinated through local communities, NGOs and

government. The Bank already does much to combat the use of harmful child labor through its

many initiatives to reduce poverty and its support for basic education. but is now considering

other approachesgpecifically targeted at harmful child labor reduction.

Q. What is the Bank doing in the area of labor market reforms?

k. The Bank helps governments reform labor markets in two main ways. First, we advise on

,ntroducing/amending specific labor regulations and policies that would increase efficiency while

improving the labor outcomes of the poor. Care is exercised here to ensure that labor standards

and workers welfare are not affected adversely. Second. the Bank supports labor reforms through

its lending for a range of activities such as the strengthening of labor intermediation services, the

introduction of training and retraining programs, increasing the availability of microenterprise

credit. improving female access to labor markets, and job creation through public works

programs. Since last year, the Bank can finance severance awards to workers affected by

privatization to compensate them for the temporary l.ss of income associated with downsizing,

and facilitate their entry into other jobs or self-employment. All of the Bank's assistance for labor

reform is supported by economic and sector work and other research.

Q. Is the Bank concerned about the introduction and sustainability of pension systems in

client countries?

A. While pension systems are relatively new for the Bank, we are heavily involved in pension

system reform in some 30 countries, through adjustment lending, project lending, and technical

assistance. Bank work in this area began with the publication of Averting the Old Age Crisis in

1994 which thoroughly evaluated existing pension schemes worldwide and developed a policy

framework to guide future Bank work. The Bank now has a small staff devoted to pensions, and

recently concluded major adjustment loans to Argentina and Mexico, to support pension system

reforms. The Bank has also provided technical assistance to China and Russia, as well as to a

host of smaller countries in every region of the world. Project lending in this area includes

financing improvements in administrative efficiency in countries such as Romania and Latvia.
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vice and technical assistance promote energy efficiency and conservation in two basic ways:

-onomic and pricing policy. and regulatory and technical policy.

Economic and pricing policy:

" Creating a stable economy. Energy investments tend to be big and long-term. The more

confidence people have in government policy, inflation, exchange and interest rates. the more

easily they can plan ahead.

& Improving price efficiency in energy supply and use. Electricity is widely subsidized in

developing countries. Subsidies inflict financial losses and inflate demand. But, on average,

a 1 cent (US) increase per kilowatt hour in electricity prices would cut demand by 7 percent.

Full market pricing could cut demand by 30 percent. Costs on which prices are based should

include regulatory compliance and environmental protection. The aim is to make efficiency

profitable. not electricity sales unprofitable.

* Openness to private investment. Competition improves efficiency and lowers costs.

Regulatory and technical policy:

• Independent regulation. Independent regulation-particularly important for monopolies-

ensures rules. for example governing pricing and investment, are open and objective.

Providing information to consumers and investors.

Setting codes and standards.

* Improving administration of power systems. Transmission losses are heavy in many

developing countries.

• Advising on technology. The Bank advises on the most suitable technology, both for efficient

power generation and for end-use conservation (such as equipment which uses less power).

A key element in improving conservation and efficiency is better sources of rural energy.

Some 2 billion people lack electricity, and the same number cook with dung and wood-which is

wasteful and socially and environmentally damaging.,. In the medium term, the Bank encourages

more sustainable and healthier ways of using wood and dung, and in the long term backs

conversion to modern fuels.

Q. What is the Bank doing about the problems of supplying rural energy?

A. In recent years the Bank's work in energy has largely focused on making existing energy

supply and consuming industries more efficient, opening them up to competition, and

encouraging private sector participation. In many countries for example, electricity prices are

heavily subsidized. These subsidies often benefit the wealthiest households the most. They also

undermine the financial health of utilities, making it difficult for them to extend services to rural

areas. The Bank is not concentrating on reforming existing energy markets alone. Any reform

will fail in the long run if it does not benefit the whole population. The assumption is no longer

true that traditional forms of energy such as coal, oil and gas, are the only modern forms of

energy suitable for rural areas. Policymakers, governments, NGOs and the private sector should
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iire elaborate and expensive administrative support have a better chance of success. Building

,city for improved environmental management is an important but longer-term process.

Engaging the Public: Since governments rarely lead in the cause of environmental reform-but

more often respond to public pressure-the role of an informed and involved citizenry is crucial.

Engaging the public, both to inform them about the costs of environmental degradation or

pollution, and to involve them as advocates for reform, is facilitated by open exchange of

information, and more open societies. Some of the most polluted places on earth were in parts of

Eastern Europe and the former Soviet Union where environmental protests and debates were not

tolerated. Without the combination of an informed and involved public, and a committed

government, the best laws and legislation are likely to have little impact.

Seeking Policy Integration. One of the lessons from Rio is that the environment and economic

development are inextricably linked.

For example, economic liberalization can exacerbate environmental problems. Increased access to

international markets can put pressure on national resources where property rights and resource

pricing regimes are inadequate, leading to excessive exploitation. And, to the extent that

liberalization leadsto growth in production and incomes, this may lead to pollution emissions.

The bottom line, of course, is for countries to ensure that policy reforms of the sort highliahted in

the Policy Matrix are established to work in conjunction with the process of economic

-"'eralization.

These lessons show that there is great potential for environmental reform, but tempered with the

reality that money is scarce and that major institutional issues need to be addressed.

Q. What is the Bank doing to help mitigate the effects of global warming caused by

increased energy use in the developing countries?

A. The Global Environment Facility (GEF) was specifically set up to address international

environmental concerns including global warming. Complementing the GEF program is a new

initiative by the Bank called the "Solar Initiative" that aims to intensify preparation and financing

of commercial and near-commercial renewable energy applications, and to facilitate international

research, development, and demonstration of renewable energy technologies. The Bank

recognizes that reducing carbon emissions through efficiency improvements will not be sufficient

to reduce global warming. It is important to start developing non-carbon-emitting energy

production technologies for the future.

Q. Is the Bank looking at the development of alternative energy sources and new

technologies to reduce dependence on oil and coal?

A. The Bank aims to help developing countries find economic alternatives to oil and coal.

Intensive efforts are being made to develop renewable energy projects at two levels: large-scale

grid-connected applications and small-scale off-grid systems for rural use to provide lighting,

water pumping, and energy for communal facilities. An example is the $280 million India

tenewable Energy Project that has components for the development of small hydropower
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-ting in June 1994, the Bank was asked to provide information about its priorities and

,grams in some 15 areas.

The Bank has also sent technical specialists to several meetings of both the Climate Change and

the Biodiversity Conventions. In addition to its own projects and programs in Africa and Asia that

contribute to combating desertification, the Bank has participated in the drafting of the

International Convention to Combat Desertification. As an active observer throughout the

proceedings, the Bank provided technical input to negotiations, and will continue to work closely

with the Convention Secretariat and the Conference of Parties to assist in the implementation of

the Convention.

Q. What is the Bank's policy on toxic wastes?

A. The policy is:

" Not to finance projects in any country borrowing from the Bank that involve the disposal of

hazardous or toxic wastes from another country.

• Neither the oceans nor any developing country should be put at risk through dumping, trans-

shipment or disposal of toxic or hazardous wastes produced in one country and transported to

another.
• A strict and complete prohibition on ocean dumping.

• Backing for efforts to draw up standards and codes of practice for the safe transport, transfer,

storage and disposal of hazardous or toxic waste.

Help for borrowing countries to improve waste management through recycling, recovery,

reprocessing and safe disposal.
" To provide technical guidance to task managers and borrowers, the Bank produced (with the

World Health Organization and the United Nations Environment Programme) a three-volume

study: The Safe Disposal of Hazardous Wastes-the Special Needs and Problems of

Developing Countries (1989).

GLOBAL ENVIRONMENT FACILITY (GEF)

Q. What is the World Bank's role in the GEF?

A. The World Bank shares the responsibility for implementing GEF activities with the United

Nations Development Programme (UNDP) and United Nations Environment Programme

(UNEP):

• The UNDP is primarily responsible for technical assistance activities and capacity

building. Through its worldwide network of offices, UNDP helps to identify projects

and activities consistent with the purpose of the GEF and national sustainable

development strategies. It is also charged with running the Small Grants Programme

for non-governmental organizations (NGOs) and community groups around the world.

• UNEP is responsible for catalyzing the development of scientific and technical

analysis and advancing environmental management in GEF-financed activities. It also

103



,SETTLEMENT

Q. Why does the Bank finance large infrastructure projects that sometimes require

resettlement?

A. Infrastructure services-power, transport, telecommunications, water supply, sanitation, and

waste disposal-are central to the activities of households and to economic production. In the

developing world, more than 2 billion people still lack access to electricity and use wood and

dung for their energy needs. One billion lack access to clean, piped water, and 1.7 billion lack

sanitation, contributing to the deaths of 2 to 3 million infants and children each year. It is

inconceivable that developing countries' citizens would get more electricity, transport, sanitary
facilities, and other amenities without significant construction that would result in resettlement.

In fact these countries are now investing several hundred billion dollars in new infrastructure.

Q. How many people do Bank-financed projects displace?

A. Over the last decade, each year, on average, the Bank has invested in about 20 projects

causing resettlement (out of a total of more than 200 projects approved each year). Between

200,000 and 300,000 people each year are resettled by all the projects the Bank finances, although
this number now appears to be decreasing. This is estimated to be less than 3 percent of all the

ople displaced by development projects worldwide.

Q. What does the Bank do to protect the rights of people displaced by Bank-financed

projects?

A. The Bank is very concerned about resettlement and its potential for harming people, so it has

taken extensive steps to protect their rights. In 1980 the Bank was the first international agency to
institute a policy to protect people displaced by projects it funds. This policy has two simple

objectives. First, where possible, the Bank seeks to avqid or minimize the displacement of people
in projects it funds. Second, where this is unavoidable, the policy requires that displaced people
have their incomes, living standards, and means of production restored to at least the levels they
had before they were displaced. To accomplish these objectives, the policy requires that all

projects causing resettlement have adequate resettlement plans, budgets, baseline income surveys,
and schedules before they can be considered for Bank approval. Compensation of lost assets

must be at full replacement value. The participation of the people to be moved, as well as the host

populations at the new sites, is sought in planning for resettlement and economic rehabilitation.

Resettlers must be treated humanely during their relocation. The merits of the policy have been

recognized as demonstrated by the fact that policies modeled on the Bank's have been adopted by
other multilateral institutions including the OECD (which is binding on its member's bilateral aid

agencies), the European Union, and the Asian Development Bank.

Q. What is the Bank doing to ensure that its policies are followed?

4. In 1993-94, the Bank undertook a major review of the compliance and implementation of its

resettlement policy. The review found the policy to be adequate: people are generally much more
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.th commitments of $3 billion (14 percent of total commitments-I1 % of IBRD and 20% of
IDA). Much of the decline can be attributed to five reasons: (1) the need to terminate or reform
the types of projects that have not performed well; (2) the Bank's focus on structural adjustment
lending and macroeconomic issues slowed the project pipeline and reduced funds channeled
directly to agricultural lending; (3) uncertain rates of return because of commodity price
fluctuations, have discouraged agricultural investment; (4) problems with the portfolio of
agricultural credit and integrated rural development projects have caused the bank to reassess
standards and procedures for these important components of agricultural lending; and (5) new
types of projects, often smaller-scale operations, that address issues such as privatization. natural
resource management, and gender issues have been introduced.

Today's demand is for environmentally safe agricultural investment. That means designing a new
generation of projects that depend on more appropriate technologies, strengthening local
institutions for managing natural resources, and putting in place appropriate public polices. As
these types of projects come on stream. lending aimed at strengthening the link between
agriculture and the environment, notably in areas such as watershed management, river basin
development, and soil fertility management, should increase.

Moreover, during FY97, the Bank has re-examined its approach to rural development,
-ulminating in a Rural Development: From Vision to Action strategy, reviewed by the Board on

arch 11, 1997. This strategy does not lay out quantitative lending targets, which have to be
.rived from demand-driven country assistance strategies, but will revitalize the Bank's and,

hopefully, the wider international development community's interest in rural development. the
main message is simple: widely-shared overarching objectives of poverty reduction, more
sustainable natural resources management, and food security cannot be attained without a
thriving rural economy based on efficient family farms.

Q. Should the Bank shift lending away from industrial agriculture and increase support

for smallholder food production?

A. In the early 1970s, lending for agroindustrial and perennial crop projects was about 16

percent of total lending for agriculture. In the 1990s, the share of such projects in agricultural
lending has been 4 percent, reflecting a steady shift away from "industrial agriculture."

Moreover, the design of perennial crop projects has changed, moving away from plantations

managed by parastatal companies toward smallholder production. If smallholders can earn more
by producing perennial crops than food crops, there is no reason why they should be denied such

opportunities. These crops are also important in agricultural diversification programs, and their

processing often involves agroindustrial components that provide off-farm jobs in rural areas.

Q. Why does the Bank support cash crop production in preference to food crops when

there are such food shortages in developing countries?

\. The Bank does not favor cash crop production. The Bank's only concern is that it finances the

ost productive projects whether they be for crops, animal products, and so forth. Bank lending

or irrigation (about $15 billion in the last decade) has increased production of rice in particular.
This has been so successful that several countries are no longer cereal importers.
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WATER MANAGEMENT

Q. What is the Bank's policy on water management?

A. The growing scarcity and inefficient use of fresh water poses a serious threat to sustainable

development and environmental quality in many regions, especially the Middle East and North
Africa region, which faces the most severe water shortage. With about 5 percent of the world's
population, it has less than 1 percent of all renewable freshwater. This is aggravated by rapid
population growth in urban centers, by deteriorating water quality, and by the escalating costs of
new water. These growing challenges have prompted the Bank to rethink its water resources
lending approach. As described in the water resources management policy paper approved by the
Board in May 1993. the Bank's new approach has at its core the adoption of a comprehensive
framework for basin-level water management. The approach calls for water to be treated as an
economic good with multiple potential uses. It recommends a more decentralized system of
service delivery, greater reliance on pricing, and fuller participation of water users in the
management of water supply systems. It encourages countries to develop national water strategies
with coherent and consistent policies and regulations across sectors, emphasizes participation by
stakeholders, and calls for protection and restoration of water quality and water-dependent
ecosystems.

Principles for sustainably managing water resources were first articulated by more than 100
countries during the Dublin 1992 International Conference on Water and Environment. The
"Dublin Principles" were subsequently endorsed by major international conferences including the
1992 UN Conference on Environment and Developnient in Rio. The Bank is currently involved in
the Global Water Partnership (GWP), launched in August 1995 to help local, national and
regional authorities translate the Dublin Principles into practice.

The World Bank is the largest international source of financing for water projects and has lent
more than $36 billion since 1950 for investments in irrigation, water supply and sanitation.

NONGOVERNMENTAL ORGANIZATIONS (NGOS)

Q. How many Bank-supported projects have included NGO participation?

A. Collaboration with NGOs has increased dramatically in recent years. Forty-eight percent of

the 256 projects approved in FY96 involved NGOs, up from an average of 6 percent in FY73-88.
Since FY73, NGOs have participated in 874 projects.
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4GOs may also be contracted directly through the Bank's own administrative budget or through
funds earmarked for stakeholder participation. such as the Fund for Innovative Approach to
Human and Social Development (FIAHS) and the Japanese Government - funded Policy and
Human resources Development (PHRD) grant for participatory activities.

Other sources of funding for NGOs include the Bank's Small Grants Program, Institutional
Development Fund (IDF) grants and the Global Environment Facility (GEF) Small Grants Fund -
administered by the UN Development Program (UNDP) to NGOs and grass roots organizations
for innovative approaches to addressing environmental issues.

Q. What is the Bank doing to promote participatory development?

A. The issue of participatory development has gained increased prominence within the

development community in recent years, especially among those agencies most concerned with

poverty alleviation. The Bank recognizes that ownership of projects by local communities is one
of the keys to sustainable development, and to improved project quality. The need for the Bank to
adopt a more participatory approach to-its work has been one of the major themes addressed by
the NGO-Bank fommittee. In FY95, the Bank made significant progress in mainstreaming
participation in its work. In September 1994, the presented The World Bank and Participation to

the Board, a report based on the work undertaken by the Bankwide learning Group on
)articipatory Development over a three-year period. The Board expressed its support for the

eport's recommendations and its proposed Bankwide Action Plan. The report also contained an
addendum signed by a large group of NGOs and outlining further, specific recommendations.
Each of the Bank's regional offices has now developed its own Participation Action Plan. The

Participation Sourcebook was also produced in FY95 by the Environmentally Sustainable
Development vice presidency (ESDVP), which documents current Bank practices on participation
and shares 'how-to' lessons with task managers across different regions.

To better understand the beneficiary impact of participation on project implementation and

outcomes. the Bank has selected 20 Participation- Flagship on the basis of their potential

contribution as best practice examples across regions and sectors. It is hoped that the process of
regular review and reporting to the President will foster innovation and the sharing of learning

about participation Bank-wide.

Q. What is being done in the resident missions to increase level of involvement of NGOs in

Bank activities?

A. An important development in FY96 was the appointment of NGO or Information Specialists

in a large number of World Bank resident missions. 32 of the Bank's 71 RMs now have such
specialists with responsibility for NGO liaison and partnership.

While the specific terms of reference of these new staff members varies from country to country,
key functions include: serving as a point of contact for NGOs and other civil society
>rganizations; gathering and maintaining information about the NGO sector; disseminating
.nformation on Bank activities; facilitating policy dialogue between NGOs, the Bank and
government; promoting and supporting NGO involvement in the Bank's research, analysis and
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ymposium on S&T for Development, running up to the First Conference on Global Knowledge

Partnership in Toronto Canada June 22-25, 1997.

In the area of identify ing new forms of operational partnerships, the Bank is exploring potential

collaboration with foundations in their existing work supporting southern FLOs. It is hoped that

establishing such linkages will contribute to the Bank's efforts to strengthen civil society
institutions and better implement assistance strategies in borrowing countries. Such collaboration

is already getting underway through the Synergos Institute in Mozambique and the Mott

Foundation in Bulgaria. A pilot program of collaboration with foundations and FLOs has been

initiated by Synergos. to seek out specific areas for collaboration between the Bank, foundations

and FLOs in 20 countries. Partnership opportunities are also being identified across countries and

in regional programs. Linking EDT's programs in Eastern Europe with the work of the Soros
Foundation, and efforts to preserve cultural heritage with the work by Getty and Aga Khan

Foundations are examples of such potential collaboration.

Other areas of collaboration underway include: establishing of an occasional forum on business

processes with foundations, and support for the initiative already underway between EXT and the

Rockefeller Brotl1trs Fund to discuss building constituencies for global interdependence.

STRUCTURAL ADJUSTMENT PARTICIPATORY REVIEW INITIATIVE (SAPRI)

Q. What is the Structural Adjustment Participatory Review Initiative (SAPRI)?

A. The World Bank and a broad global network of some 300 NGOs and other civil society

organizations have agreed to work together, in collaboration with participating governments, to

review the impact of adjustment lending and policy advice in up to ten countries. This initiative,

known as SAPRI, has been developed in a highly participatory way through consultations

between a World Bank team, headed by the Policy-Research Department, and an NGO/civil

society network committee, coordinated by The Development Group for Alternative Policies, a

Washington-based NGO. SAPRI aims to improve understanding about the impacts of adjustment

policies as well as about how the participation of local, broad-based civil society can improve

economic policymaking. As a forward-looking exercise, the initiative will attempt to identify

practical changes in economic policies that can lead to significant improvement in people's lives.

Q. What methodology will SAPRI use?

A. SAPRI will follow a country-case-study approach. The country case studies will look at the

effects of policies on all societal groups-both winners and losers-but with particular emphasis

given to impacts on those who have not benefited and those who have not participated in the

policymaking process. The case studies will have analytical rigor, drawing on both quantitative,
aggregate methods as well as qualitative, participatory methods of investigation. A series of

public fora will be held at both the international and country levels to guarantee that a broad range

of civil society groups participate in SAPRI. A national steering committee - comprising civil
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